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P R O C E E D I N G S 1 

 CHAIRMAN HALL:  Thank you.  Be seated.  Good 2 

morning, everyone.   3 

 Gentlemen, we're glad to have you back again.   4 

 Mr. Melchers will read the docket for us, 5 

please.  6 

 MR. MELCHERS:  Thank you, Madam Chairman.   7 

 Commissioners, we're here pursuant to a Notice 8 

of Request for Allowable Ex Parte Communication 9 

Briefing requested by South Carolina Electric & Gas 10 

Company, scheduled for today, Thursday, November 11 

19th, here in the Commission hearing room, at 12 

10:30.   13 

 The subject matter to be discussed at this 14 

briefing is: Recent activity concerning the new 15 

nuclear units at V.C. Summer Nuclear Station.   16 

 Thank you, Madam Chairman.  17 

 CHAIRMAN HALL:  All right.   18 

 MR. BURGESS:  Good morning, Madam Chair.  19 

 CHAIRMAN HALL:  Good morning. 20 

 MR. BURGESS:  Good morning, Vice-Chairman 21 

Whitfield, and other members of the Commission.  My 22 

name is Chad Burgess; I'm corporate counsel for 23 

SCE&G, and it is a pleasure to appear before you 24 

today.  Also, we appreciate this opportunity to 25 
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allow the company to bring senior management over 1 

here to talk with you about some of the recent 2 

activity that has happened in conjunction with the 3 

V.C. Summer units in Jenkinsville. 4 

 We've got a presentation today, about 17 5 

slides.  It should take about 45 to 60 minutes to 6 

get through the slides.  And if it's okay with you, 7 

Madam Chairman, we'd like for the Commissioners to 8 

hold their questions to the end.  The presentation, 9 

as I've said earlier, is split into three sections, 10 

so you may have a question that comes to your mind 11 

in Section 1 and it may get answered by the time we 12 

get to Section 3.  So if we could hold those 13 

questions, we'd appreciate that.  14 

 Without any further ado, I'd like to turn it 15 

over to Kevin Marsh, the company's CEO and 16 

chairman.  He's going to handle part one; Steve 17 

Byrne, who's our executive VP, and president of 18 

Generation and Transmission for SCE&G, will handle 19 

part two; and Mr. Addison, who is the company's 20 

chief financial officer, will conclude with part 21 

three.   22 

 So, unless you have any questions for me, 23 

Madam Chairman, I'll turn it over to these 24 

gentlemen and let them tell you what we've been up 25 
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to. 1 

 CHAIRMAN HALL:  Okay.  Thank you.   2 

 Go ahead, sir.  3 

[Reference: PowerPoint Slide 1] 4 

 MR. KEVIN B. MARSH [SCANA]:  Good morning 5 

Madam Chairman and Commissioners.  South Carolina 6 

Electric & Gas Company was before you earlier this 7 

year, in July, to present updated capital cost 8 

schedules related to our new nuclear project, for 9 

your approval.  Included in those schedules was 10 

approximately $482 million in costs from the 11 

consortium that we were disputing.  You may recall 12 

our contract with the consortium required that we 13 

pay 90 percent of disputed costs until an agreement 14 

was reached on payment of the costs or the dispute 15 

was otherwise resolved.  While these disputed costs 16 

were included in the capital cost schedules we 17 

presented in July, we committed to you that we 18 

would continue to negotiate with the consortium to 19 

reduce these costs.  It was clear in the hearing 20 

and in your subsequent order that the Commission 21 

strongly encouraged the company to pursue efforts 22 

to reduce the disputed costs. 23 

 After the July hearing, we did continue our 24 

efforts to negotiate a settlement with the 25 
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consortium that would have resulted in a reduction 1 

to the disputed costs.  As those discussions 2 

continued, it was apparent there were disagreements 3 

within the consortium between Westinghouse and 4 

Chicago Bridge & Iron that were impeding our 5 

attempts to negotiate a settlement.  We sensed a 6 

distinct lack of cooperation between the consortium 7 

partners.   8 

[Reference: PowerPoint Slide 2] 9 

 The first week of September, Westinghouse and 10 

CB&I requested a meeting with us and Santee Cooper.  11 

At the meeting, CB&I communicated to us a desire to 12 

refocus their business.  While their new direction 13 

would continue to offer nuclear maintenance and 14 

refueling services, they longer wanted to be in the 15 

nuclear-power-plant construction business.  CB&I 16 

further stated it was their belief that our 17 

negotiations had stalled and we were headed toward 18 

a path of litigation.  They reiterated that the 19 

litigation process on Vogtle Plant had been very 20 

expensive, time-consuming, and distracting.  CB&I 21 

expressed their belief that it would be in the best 22 

interest of all parties if they were to exit the 23 

project.   24 

 Westinghouse and CB&I disclosed to us that 25 
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they had tentatively resolved their internal 1 

disputes, which would allow CB&I to exit the 2 

consortium.  As they explained further, in order to 3 

exit the consortium, both SCANA Corporation, Santee 4 

Cooper, and the owners of the Vogtle project would 5 

need to release CB&I from its parental guarantees 6 

to our project and the Vogtle project.  As part of 7 

their agreement, Toshiba, the parent company of 8 

Westinghouse, would remain responsible for the full 9 

parental guarantee for the project.   10 

 At that point in the meeting, CB&I was 11 

excused, and SCANA and Santee continued the meeting 12 

with Westinghouse.  Westinghouse expressed their 13 

need to successfully complete the new nuclear 14 

plants under construction with us and the Vogtle 15 

owners, in order to give them future opportunities 16 

to market the AP1000 in the United States and 17 

around the world.  To that end, Westinghouse 18 

represented to us that they had negotiated with 19 

CB&I for the purchase of Stone & Webster and all of 20 

its nuclear construction assets from CB&I.  Stone & 21 

Webster is a wholly-owned subsidiary of CB&I and is 22 

a member of the consortium.   23 

 Westinghouse further explained that, once the 24 

acquisition of Stone & Webster was complete, that 25 
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they planned to engage Fluor Corporation as a 1 

subcontractor to Westinghouse to manage the 2 

construction of the project.  Fluor, which has 3 

extensive large project and nuclear construction 4 

experience, expressed an interest in a long-term 5 

business relationship with Westinghouse.   6 

 As I described earlier, in order for 7 

Westinghouse and CB&I to proceed with their plans, 8 

it was necessary for SCANA and Santee Cooper to 9 

provide a release of the CB&I parental guarantee to 10 

the project.  At this point, we realized we had a 11 

unique, short-term opportunity to negotiate 12 

significant improvements to the EPC contract, 13 

rather than simply negotiating a settlement of our 14 

previously identified disputes.  In our opinion, 15 

this would provide not only more value and 16 

protection against further cost increases and 17 

resolution of current disputes, but also improve 18 

Westinghouse's focus on completing the new nuclear 19 

units in time to qualify for federal production tax 20 

credits for the benefit of our customers.   21 

 So while I, too, intended to bring you a 22 

negotiation that was a lower number than we 23 

requested and you recently approved, we instead 24 

have a very different agreement and an option to 25 
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present to you.  From the first week of September 1 

until we announced our agreement to amend the EPC 2 

contract on October 27th, we were involved in 3 

lengthy and extensive negotiations with 4 

Westinghouse.  Our goal today is to present to you 5 

the highlights of those negotiations and the 6 

significant improvements to the terms and 7 

conditions of the EPC agreement.  We've got a 8 

number of slides we will go through to cover that.   9 

 I think I've covered everything that's on this 10 

first slide, in terms of how the deal came about, 11 

in my opening comments.  So I will move to the 12 

second slide, in terms — 13 

[Reference: PowerPoint Slide 3] 14 

 — of the goals of our negotiations with 15 

Westinghouse as we sought to amend the existing EPC 16 

agreement.   17 

 One of our first goals was to increase the 18 

liquidated damages.  Liquidated damages are those 19 

amounts that the consortium, or Westinghouse, would 20 

pay to us if they went beyond the guaranteed 21 

substantial completion dates.  These are monetary 22 

amounts that begin to build over a two-year period, 23 

up to the maximum.  It's something that would help 24 

offset any costs we might incur, such as owner's 25 
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costs, if they were to miss the original deadline.  1 

So our goal was to increase that number 2 

significantly, and you'll see in a chart a little 3 

bit later that we have done that.   4 

 We wanted to focus Westinghouse very keenly on 5 

meeting the deadlines for the production tax 6 

credits.  As you know, those tax credits expire at 7 

the end of 2020.  We have to have our plants on-8 

line at the end of 2020 to qualify for those.  The 9 

first plant is certainly more than a year ahead of 10 

that; the second plant is a little bit less than 11 

six months ahead of that, so we wanted to make sure 12 

we kept them focused on trying to reach those goals 13 

so we could secure those benefits for customers 14 

that amount to about $2.3 billion on a pretax 15 

basis.   16 

 It was necessary, in our opinion, to improve 17 

construction leadership.  We had a team on the 18 

ground that it became clearer and clearer to us was 19 

not functioning effectively because of a lot of the 20 

internal commercial disputes between Westinghouse 21 

and CB&I.  We wanted a strong, experienced, 22 

committed team on the ground that could provide 23 

day-to-day leadership for this important project.   24 

 We also wanted to resolve the outstanding 25 
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claims and disputes that were on the board or 1 

recognized at that point.  We had done this several 2 

times in the past with agreements we've reached 3 

with the consortium in terms of a settlement to 4 

make sure we could wipe the slate clean so we 5 

didn't have those disputes going forward.  We were 6 

able to do that in this amendment to the agreement, 7 

as well as clear some of the items or amend some of 8 

the contract provisions that we think will solve 9 

some of the new issues that may come in the future.   10 

 We wanted to put the working relationships on 11 

a stable footing, going forward.  On a project of 12 

this size, it's essential for us to have 13 

cooperation between the parties and have as much 14 

communication as we can about what's going on with 15 

the project, whether it's good or bad, needs to be 16 

adjusted, things that require our attention.  We 17 

saw that deteriorating with the eroding consortium 18 

relationship, and we needed a team on the ground 19 

that was going to work together, and we believe 20 

what we're going to present to you today gives us a 21 

very good, strong opportunity to do that.   22 

 It was important for us to provide price 23 

certainty.  We've talked with you on many occasions 24 

in the past about how we structured our contract 25 
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initially, where we could've gone with an all-1 

fixed-price contract.  The premium to do that back 2 

in 2008, we thought, was extremely excessive, and 3 

we opted for a different type of contract that had 4 

about 50 percent of the costs that were fixed or 5 

firm, and then the balance of that would be in a 6 

targeted category.  We had an amendment several 7 

years into the project where we were able to fix 8 

additional costs along the way.  It took us up to 9 

about 66-2/3 in fixed costs on the project or firm 10 

costs on the project.   11 

 So, with this opportunity in our negotiations 12 

with Westinghouse, they did not initially present 13 

us with a fixed option, but we asked them, "What 14 

would it cost us to fix the remaining costs on the 15 

project?"  And they gave us a number; it was 16 

significantly higher than what we negotiated at the 17 

end of the day, but we negotiated a very attractive 18 

fixed-price option that we have the ability to 19 

exercise over the next 12 months.  We wanted to 20 

take some time to evaluate the overall status of 21 

the project before we made that election, and also 22 

present this information to you.  We think that was 23 

a very good option for us to negotiate into the 24 

contract.   25 
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 We also wanted to clarify the change-in-law 1 

provisions.  Many of the disputes that have come up 2 

on this project over the past seven or eight years 3 

have been due to different interpretations of what 4 

is a change in law, what is a change in regulation.  5 

And we strengthened that language — and Steve will 6 

go through that a little bit later.  But we 7 

strengthened that language so we think it's very 8 

clear what constitutes a change and what doesn't 9 

constitute a change.  Primarily, it has to be in 10 

writing.  It can't just be an interpretation of 11 

somebody in the field, if it's not written down by 12 

the NRC or passed by the federal government or some 13 

regulatory body that has oversight over the 14 

project.  It actually has to be written.   15 

 So we believe these two options give us a lot 16 

more price certainty and help us try to eliminate a 17 

potential for future disputes and potential 18 

arguments over cost increases on the project in the 19 

future.   20 

[Reference: PowerPoint Slide 4] 21 

 The next chart — and if you've got this, you 22 

may want to follow this in your copy in front of 23 

you, because it's a little bit hard to read on the 24 

screen — is a summary of the settlement with the 25 
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consortium.  A lot of information on here, but we 1 

tried to summarize what we believe are the key 2 

points, and Jimmy and Steve will go into these in a 3 

little more detail later.   4 

 This is set up with three columns.  The first 5 

column is "Order No. 2015-661," which is the Order 6 

you issued to us in September.  Column two is the 7 

"Amended EPC," the amendments we negotiated in this 8 

settlement with Westinghouse.  And column three 9 

would be the impact on the project if we were to 10 

elect a fixed-price option.   11 

 So, on line one, the guaranteed substantial 12 

completion dates, those have moved from June of '19 13 

and June of 2020 for Units 2 and 3 — under the 14 

"EPC" and the "Fixed-Price Option" those have both 15 

moved to August of '19 and August of 2020.  A 16 

couple of months' move there, but still we believe 17 

in time to finish the units for the production tax 18 

credit qualification.   19 

 The capital cost associated with these 20 

different options is on line two.  And consistent 21 

with the Order we have today, the current Order, 22 

it's $5.247 billion, and that's in 2007 dollars.  23 

Under the "Amended EPC," it's $5.492 billion, also 24 

in 2007 dollars.  And then in the "Fixed-Price 25 
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Option" it's $6.757 billion in actual dollars, but 1 

that's a little still not apples-to-apples with 2 

some of the numbers because that includes inflation 3 

that's already absorbed in that fixed-price option 4 

which you can see on line three.   5 

 We would have future escalation to 6 

Westinghouse under the existing Order of 7 

approximately $794 million.  That number goes to 8 

$813 million under the "Amended EPC" and drops to 9 

$19 million under the "Fixed-Price Option."  There 10 

is some anticipated escalation on some allowances 11 

we kept and did not fix the price on, because we 12 

believe we can have a better outcome if we manage 13 

those costs, rather than just letting Westinghouse 14 

absorb and pay them for the full allowance.  So 15 

there's some slight escalation in those numbers.   16 

 The line that is really apples-to-apples is on 17 

line four, a "Total Expected Project Cost" which 18 

takes the estimated cost plus inflation.  The 19 

current Order, we projected the $6.827 billion, and 20 

that's consistent with the numbers you approved in 21 

our recent Order in September.  Under the "Amended 22 

EPC" it would go up $286 million to $7.113 billion.  23 

Then if we were to elect the fixed-price option, it 24 

would go up another $188 million, to bring it to 25 
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$7.601 billion.   1 

 Line five, "Liquidated Damages."  We felt like 2 

these were very important.  The consortium has 3 

missed deadlines in the past.  You recall, in the 4 

Order — in the information we presented to you in 5 

our last case, they had gone well beyond the 6 

guaranteed substantial completion dates, to the 7 

tune of about $86 million, and we actually 8 

subtracted that number from what we felt like we 9 

would have to pay, and we were confident we would 10 

be able to recover those dollars due to their 11 

missing the deadlines.   12 

 So we talked to Westinghouse — not just us, 13 

but Santee Cooper, with information from their 14 

board – and tried to send a strong message to them 15 

that we wanted them to have more skin in the game, 16 

as my partner Lonnie Carter would put it, from 17 

Santee, to say, "You've got to pay a bigger price 18 

if you don't meet these deadlines.  You know, what 19 

we had initially was sufficient for what we 20 

anticipated could be impacted at that time, but 21 

based on your experience to date, we need to 22 

increase those amounts," so we've got a little 23 

bigger stick to punish them with if they don't meet 24 

the guaranteed substantial completion dates.   25 
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 And you can see there on that line five, 1 

they've gone from $155 million under the existing 2 

Order, to the "Amended EPC" in that middle column, 3 

that $926 million, or six times where they are 4 

today.  And our share of that would be $509 5 

million.  If we elect the fixed-price option, they 6 

do drop slightly, because we had to give up some of 7 

that penalty in order to lock in the fixed price in 8 

our negotiations, but they would be at $676 million 9 

— or, still, four times what they are today — or 10 

$372 million for SCE&G's share.   11 

 Given our discussions about production tax 12 

credits and your direction to us, and our concern 13 

over achieving the deadlines to qualify for these 14 

credits, we felt like it was appropriate to include 15 

an incentive in the contract to help encourage 16 

Westinghouse to make those deadlines.  So what we 17 

did was we eliminated, in the existing contract, 18 

the capacity performance-related bonus they would 19 

receive, and that was calculated off the number of 20 

megawatts the plants would produce during their 21 

testing, above the rated number of 1117 megawatts.  22 

So if they exceeded that, there was a cost per 23 

megawatt that they would have to pay – we would 24 

have to pay them, which we estimated could be 25 
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somewhere around $150-$200 million at the end of 1 

the day.  We eliminated that category of bonus and 2 

went to a bonus on delivering the units on time to 3 

qualify for the production tax credits.  Under that 4 

scenario, SCE&G would be committed to a $303 5 

million "Amended EPC" payment if both units came in 6 

on time; and under the "Fixed-Price Option" it 7 

would be $165 million, assuming both units came in 8 

on time.   9 

 So we believe the combination of the stick 10 

with the higher liquidated damages and the carrot 11 

that's in place for them to earn some additional 12 

dollars if they bring these units on time will 13 

really incentivize them to focus very well on 14 

trying to complete these units by the guaranteed 15 

substantial completion dates or, at the later date, 16 

the guaranteed dates for approval and achievement 17 

of the production tax credits from the government.   18 

 Line seven I referred to earlier as the 19 

change-in-law language that we believe was very 20 

important.  Some of the disputes — many of the 21 

disputes we've had to date have been because they 22 

interpreted a change in the field as a change in 23 

regulation or a change in law, yet nothing was 24 

changed in the written law or the written 25 
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regulation, and that gave rise to a lot of disputes 1 

and a foundation for many of the disagreements we 2 

had.  It also gave grounds to disagreements I think 3 

within the consortium on commercial issues between 4 

Westinghouse and CB&I as to who was going to pay 5 

for additional work that needed to be done to 6 

comply with those interpretations that were being 7 

applied in the field.   8 

 So we have now — instead of being generally 9 

defined, it's very explicitly defined that we have 10 

to have a formal written adoption of a new statute, 11 

regulation, requirement, or code, or a new NRC 12 

requirement, before they can do something with a 13 

change order that might be the foundation for an 14 

increase in costs for whichever option we might 15 

select.   16 

 Line eight, "Design Control Document," you may 17 

recall when we first signed our contract with 18 

Westinghouse to build the AP1000s, they were on 19 

Design Control Document Revision 16, and by the 20 

time the license was approved they were on Design 21 

Control Document Revision 19, so that's the 22 

standard we are building the plant to.  So we had 23 

them agree that they would not charge us any 24 

additional money to move from Design Control 25 
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Document 16 to 19, so that, again, should clarify 1 

any disputes we'd potentially have in that arena.   2 

 So this is a summary of the major components 3 

of the agreement.  Mr. Byrne and Mr. Addison will 4 

talk more about that as they go through, and 5 

certainly we'll take your questions when we get 6 

past the presentation.  7 

 The next slide I want to talk about is how do 8 

we go forward from here.   9 

  [Reference: PowerPoint Slide 5] 10 

 We want to take time for Fluor to get on the 11 

ground and have their people engaged in the process 12 

and make their assessment of where we are, relative 13 

to schedule, in the work to be done in order to 14 

complete these projects in a timely fashion.  So we 15 

want to be informed by their information as they do 16 

their analysis, which would give us a good feeling 17 

for whether or not we want to continue under the 18 

contract as it is today or if we might want to 19 

consider electing the fixed-price option.   20 

 In that regard, we want to evaluate the value 21 

of that risk premium associated with the fixed-22 

price option.  It is additional cost.  It does 23 

provide a significant level of price certainty as 24 

we go forward.  We think it has significant value.  25 
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But we want to do some additional research before 1 

we decide to elect that option.   2 

 As we go through this process, we certainly 3 

plan to keep the Office of Regulatory Staff updated 4 

on the status of our evaluation.  We'll keep them 5 

informed of the analysis we've done to determine 6 

where we may be on the project, based on the work 7 

by Fluor and their assessment once they're on the 8 

ground.   9 

 And once we've done that, we anticipate filing 10 

a petition in the first half of 2016 seeking to 11 

update our Base Load Review Act schedules to 12 

include the costs associated with the amended EPC.  13 

That would be whether we go with the existing 14 

contract, as amended, or if we felt like it was 15 

more appropriate to elect the fixed-price option.  16 

We'd be back with you, with a full hearing, to go 17 

into all these details and more description of how 18 

we made those decisions, and present that to you 19 

for your review and approval.   20 

  [Reference: PowerPoint Slide 6] 21 

 At this point, I'll turn it over to Steve to 22 

talk about more of the specifics of the settlement 23 

and the EPC amendment.   24 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Thank 25 
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you, Kevin. 1 

 And good morning, Madam Chair and members of 2 

the Commission.  3 

  [Reference: PowerPoint Slide 7] 4 

 There are three dates with this contract 5 

amendment that are important: the amendment date, 6 

the effective date, and the lapse date.  The 7 

amendment date was simply the date when all of the 8 

parties signed the agreement, so we had to sign at 9 

the same time that Santee Cooper, our partner, 10 

signed it, then Westinghouse, and CB&I, and, as we 11 

were informed by Westinghouse, that Southern would 12 

have to do the same thing on their side and with 13 

their co-owner.  So that was the 27th of October.   14 

 The effective date will be when the deal 15 

closes.  That's when Westinghouse actually 16 

completes the acquisition of the stock of Stone & 17 

Webster.  So the Stone & Webster subsidiary of CB&I 18 

will now roll up under Westinghouse.  We anticipate 19 

that those federal approvals will take about 45 20 

days.  Maybe a little bit less than that, or maybe 21 

a little bit more than that, but we're anticipating 22 

about 45 days for that being able to close.   23 

 Then the lapse date is there, in case it 24 

languishes in federal approvals.  We think that's 25 
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highly unlikely.  But that lapse date would be 1 

March 31 of next year.   2 

  [Reference: PowerPoint Slide 8] 3 

 To talk a little bit about the two options, as 4 

Kevin pointed out, we have an amended EPC and then 5 

we have an option to fix the price, but under either 6 

of those options we have reset the guaranteed 7 

substantial completion dates to August 31, 2019, for 8 

the first new unit, Unit 2; and August 31, 2020, for 9 

the second new unit, or Unit 3.   10 

 We have significantly increased the liquidated 11 

damages.  As you see here, the liquidated damages 12 

under the amended option go up about six times what 13 

was in the original EPC contract.  And if we opt 14 

for the fixed-price option, it's in excess of four 15 

times what was in the original EPC contract.  So we 16 

have significantly increased our liquidated 17 

damages.   18 

  [Reference: PowerPoint Slide 9] 19 

 Kevin talked about the amendment to the 20 

change-in-law provision when he was discussing this 21 

on the chart on Slide 4.  I don't want to go into 22 

too much more detail.  Just suffice it to say that 23 

I got tired of hearing from the consortium that 24 

things were regulatory driven changes.  The change 25 
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in language that we now have should close that 1 

loophole, if you will, on regulatory driven 2 

changes, such that it has to be a written change in 3 

the law in order for it to be considered a 4 

regulatory driven change of the contract.  5 

 Westinghouse – we were in a position where we 6 

had a contract that we signed back in 2008, and the 7 

then-current revision of the Design Control 8 

Document, or DCD, was Rev. 16.  By the time we 9 

applied for the license and we got the license 10 

approved — of course, the license approval came 11 

about four years later, in 2012 — that was DCD 12 

Revision 19.  So we contracted to Rev. 16, licensed 13 

to Rev. 19, and that gave rise to commercial 14 

disputes between us and the consortium.  So under 15 

this agreement, it's all re-baselined to Rev. 19, 16 

so that should take away those commercial disputes.  17 

 We are now no longer dealing with two 18 

distinctly different entities in the consortium.  19 

As Kevin pointed out, it became obvious to us that 20 

there were commercial disputes between those two 21 

companies.  They were literally butting heads over 22 

commercial terms that we didn't see, because they 23 

had a commercial agreement between the two, a 24 

consortium agreement, that was confidential to us, 25 
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so we didn't see that, but it became obvious to us 1 

that there were commercial disputes between those 2 

two companies.  This agreement now takes care of 3 

that issue.   4 

 We were also in a position where we had 5 

equipment at the site that would come from vendors 6 

that had warranties; those warranties had expired 7 

long before the equipment would go in service.  So 8 

also, with this agreement, we've extended all of 9 

those warranties to two years after the guaranteed 10 

substantial completion dates.  So while that may be 11 

transparent to a lot of people, it was very 12 

important to me.   13 

 And then we now think we've got the team on 14 

site that are focused on obtaining the production 15 

tax credits.  Not only do we have the carrot and 16 

the stick that Kevin talked about, in the form of 17 

the incentives and the liquidated damages, but 18 

we've moved the commercial distractions away from 19 

the on-site team until at least after the 20 

guaranteed substantial completion dates.  So any 21 

disputes are moved away until after the plants are 22 

constructed.   23 

  [Reference: PowerPoint Slide 10] 24 

 The parties under this agreement can't sue 25 
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each other until after the guaranteed substantial 1 

completion dates.  So that is a huge help in 2 

removing distractions both from our team and from 3 

the on-site team, as well as the leadership, for 4 

both entities.   5 

 We have resolved substantially all of the 6 

disputes in the change orders that are pending 7 

between the two entities.   8 

 We are going to change, going forward, to a 9 

strictly milestone-based payment schedule.  So, 10 

heretofore, we have paid them if they achieved 11 

milestones, but we also had what we call progress 12 

payments.  "Progress payments" is a little bit of a 13 

misnomer; it doesn't actually indicate progress.  14 

It is really a time-based payment schedule.  So we 15 

did not like the time-based payment schedule, as 16 

they kept falling further and further behind.  So, 17 

going forward, we are changing that to a strictly 18 

milestone-driven payment schedule, so we'll do away 19 

with the progress payments.   20 

 We are establishing a dispute resolution 21 

board.  This will be a three-person panel that will 22 

hear any kind of a dispute between the entities.  23 

So, as you are aware of, previously, if we had a 24 

dispute with an invoice, the contract would call 25 
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for us to pay for 90 percent of the invoice.  We 1 

have removed our obligation to make those payments, 2 

so we would dispute the invoice and the invoice 3 

then would go to this dispute resolution board, and 4 

they would give a rendering, and if it was for 5 

under $5 million, it's binding; if it's in excess 6 

of $5 million, it's binding until the guaranteed 7 

substantial completion dates for both units has 8 

passed, and then we could, if we wanted to, as 9 

could Westinghouse, sue or arbitrate to get that 10 

decision reversed.  But this takes all of the 11 

disputes off the table and moves them — at best, 12 

moves them all the way out to the end of the 13 

guaranteed substantial completion dates for both 14 

units.   15 

  [Reference: PowerPoint Slide 11] 16 

 The differences: The big differences in the 17 

options are the amount of liquidated damages that 18 

you can see here.  Kevin covered those, and I've 19 

covered those previously.   20 

 The total project cost: Under the amended, 21 

it's estimated to be $7.113 billion; and under the 22 

fixed-price, it will be $7.601 billion.  So the 23 

increases over the 2015 Order are: $286 million 24 

under the amended option, and $774 million under 25 
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the fixed-price option. 1 

  [Reference: PowerPoint Slide 12] 2 

 We've said that, with Chicago Bridge & Iron no 3 

longer being a consortium partner, they're not 4 

going to be responsible for construction, but 5 

somebody has to be.  So, Fluor Corporation is going 6 

to take over that construction.  We think that is a 7 

good thing.  They're going to do construction 8 

management and they're going to do procurement.  9 

And the craft will work for Fluor. 10 

 You know, Fluor Corporation is a Fortune 200 11 

Company.  They've got 40,000 employees worldwide.  12 

They've been in business over 100 years, started 13 

off in South Carolina.  They are rated as one of 14 

the most ethical companies to do business with, for 15 

eight years running, which we found very enticing.  16 

They have self-performed nuclear builds for eight 17 

different plants, including our V.C. Summer Unit 1, 18 

and they have been involved with the construction 19 

of 10 other nuclear plants.  So they've got a lot 20 

of nuclear experience.  They have fully designed 21 

three nuclear plants — not only have done 22 

construction, but they've done the design.  They 23 

are currently doing decommissioning at nuclear 24 

sites in the UK and five Department of Energy 25 
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nuclear facilities, including the Savannah River 1 

Site.  They are involved in the construction — 2 

active construction — of a nuclear facility in the 3 

United Arab Emirates, and they own a small modular-4 

reactor company called NuScale, where they actually 5 

are designing and developing and marketing a small 6 

modular reactor.  And on the nonnuclear side, 7 

they've been involved since 2011 — so, in the last 8 

five years — in over a dozen what we would call 9 

megaprojects.  I think the largest one is about an 10 

$8 billion project that they're responsible for.  11 

So they've got megaproject experience and a long 12 

nuclear pedigree.   13 

 You can see on this list the generating 14 

stations and the assets that they have helped us to 15 

construct.  So, they've constructed nuclear, coal, 16 

gas plants for us.  And the last one on that list, 17 

their last involvement under an EPC contract with 18 

us was the scrubbers at Wateree and Williams 19 

Stations.   20 

 So we have, for the last two weeks, been 21 

involved in meetings with Fluor, Westinghouse, 22 

SCE&G, and Southern Company all together, at both 23 

sites, here in Columbia and at the corporate 24 

headquarters in – Westinghouse corporate 25 
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headquarters in Cranberry, Pennsylvania, doing on-1 

ramping where we're looking at a number of 2 

different work streams and ensuring that Fluor can 3 

hit the ground running on day one, as soon as the 4 

deal closes, again, which we anticipate to be 5 

before the end of the year.   6 

 And Fluor is not going to be a consortium 7 

partner, so there's no head-butting between 8 

consortium partners.  They're going to be a 9 

subcontractor to Westinghouse.  So we are dealing 10 

with Westinghouse, and Fluor will be a 11 

subcontractor to Westinghouse.   12 

  [Reference: PowerPoint Slide 13] 13 

 And I'll turn it over to Jimmy for the 14 

financial. 15 

 MR. JIMMY E. ADDISON [SCANA]:  Thank you, 16 

Steve.   17 

 And good morning, Commissioners.  So my goal 18 

today is to help bridge the difference between the 19 

agreement that you had approved, or the amounts 20 

that you had approved, earlier this year, and these 21 

two options that we have here today.  You may find 22 

it helpful to refer back to page four, the chart 23 

that Kevin introduced in his comments.  In fact, 24 

you may just want to pull that out of your slide 25 
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deck and keep it on the side as we look at Slides 1 

14 and 15. 2 

  [Reference: PowerPoint Slide 14] 3 

 So Slide 14 helps bridge the gap as to the 4 

large components, between the Order approved 5 

earlier this year and the amended EPC that's in 6 

effect today.  There's $286 million, in total, the 7 

increase that's estimated, as Steve mentioned a few 8 

minutes ago, and I want to show you the major 9 

components of that. 10 

 So the first is $223 million of EPC costs that 11 

we estimate would be due to Westinghouse now, under 12 

this agreement.  Actually, when we proposed the 13 

settlement to you earlier this year that you 14 

approved, we had $86 million of liquidated damages 15 

that it was very clear we were going to qualify 16 

for, that they were going to have to pay us back, 17 

so we reduced our ask of you for your approval 18 

earlier this year by those liquidated damages, 19 

since they clearly were not going to meet the 20 

original guaranteed substantial completion dates.  21 

Well, by agreeing to new dates in August '19 and 22 

August of '20, if you will, those damages are freed 23 

up or uncovered, so we have to add those back in 24 

the request.  So the real addition to this 25 
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agreement here from this settlement is $137 1 

million, but because we've agreed to move those 2 

guaranteed substantial completion dates along with 3 

the higher liquidated damages, we, if you will, 4 

uncover those liquidated damages that we had netted 5 

out in our earlier request to you.  So the total 6 

increase associated with the contractor itself is 7 

$223 million.  And then we also have additional 8 

owner's costs.  Those are our costs for our 9 

employees that are on site helping build the units, 10 

get operators certified, et cetera, to operate the 11 

units.  And because we expect two more months, now, 12 

for each of the units to be part of this 13 

capitalized cost, we've got two more months for 14 

Unit 2 and two more months for Unit 3 that would 15 

have to go into the capital costs.   16 

 Now, these were costs that were already going 17 

to be incurred.  It was just our expectation that, 18 

had they gone on-line in June of '19 and '20, 19 

respectively, they would have been charged to 20 

operating costs because the plants would be 21 

operating at the time and being depreciated, but 22 

now they have to be charged to the cost of the 23 

capitalized work order.   24 

 And then we have escalation and capitalized 25 
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interest, or AFUDC, on each of the above amounts, 1 

the 223 to the contractor, as well as the $22 2 

million in owner's costs.   3 

 So those total the 286 increment, and that 4 

will reconcile line four on the chart on page four, 5 

from the 6.827 to the 7.113 billion  6 

  [Reference: PowerPoint Slide 15] 7 

 Then on page 15, I'll do a similar exercise in 8 

the same format to take you from the prior approval 9 

that you made earlier this year, the 6.827, down to 10 

the fixed-price option if we were to elect it, 11 

which would be $7.601 million.   12 

 So the additional cost to the contractor — if 13 

you will, the risk premium, and I'll talk more 14 

about that on the final page in a moment — would be 15 

$633 million.  Again, there's an additional $86 16 

million that would be uncovered in the liquidated 17 

damages, because we're not going to qualify for 18 

those under this agreement, so we have to add those 19 

in, for a total of $719 million.  And then we have 20 

the same owner's costs for the additional two 21 

months on each unit, and we have the capitalized 22 

interest, AFUDC, on both the owner's costs and the 23 

EPC cost.   24 

 So the total other charges there are $55 25 
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million, and the total just under $775 million, in 1 

total, bringing the 6.827 up to the $7.6 billion  2 

  [Reference: PowerPoint Slide 16] 3 

 Then finally, on page 16, I'd like to make a 4 

few observations about considerations, if we were 5 

to elect the fixed-price option, which, as Steve 6 

and Kevin have said, we're not here recommending 7 

that today; we'll be back to you next year to 8 

discuss that.   9 

 That option is a unilateral option.  It's our 10 

option.  It's not Westinghouse's option.  We can 11 

decide whether we think it's beneficial for the 12 

customers and come back and recommend to you if we 13 

believe that option is the best course of action.  14 

We have one year to do that, from the approximate 15 

date of the agreement, which will take us through 16 

November 1st of 2016.   17 

 In our evaluation of that fixed-price option, 18 

some purported considerations are: limitation of 19 

capital cost increases.  If we have a fixed-price 20 

contract and if the law doesn't change, we feel 21 

pretty good about limiting any future cost 22 

increases.  We can have more dialogue about that 23 

later.   24 

 Another consideration is we eliminate 25 
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potential inflation risks.  So, while we have 1 

escalation — inflation, if you will — as a part of 2 

the original EPC and as a part of the amendment 3 

that we've adopted today, that escalation would go 4 

away under this arrangement.  So whatever were to 5 

occur with interest rates — which it finally 6 

appears that the Fed may be about to raise those at 7 

their December meeting next month, and we are at 8 

the lowest interest rates of any of our lifetimes 9 

in this room, so it is highly likely that interest 10 

rates are going to go up during the completion of 11 

this project — we would not be subject to any 12 

escalation because of inflationary risk associated 13 

with the construction itself.   14 

 We would reduce the likelihood of future 15 

commercial disputes.  Our staff spend a lot of 16 

time, both SCE&G staff as well as the Westinghouse 17 

staff, debating which buckets some of the billings 18 

may go into today, whether it's the fixed price — 19 

as Kevin said, about two-thirds of the contract is 20 

in that component – or whether it's the target 21 

bucket or whether it's the T&M bucket.  That may 22 

sound fairly simple to you, but on a project of 23 

this size there's a lot of discussion around that, 24 

and this would eliminate that.  If it's fixed, it's 25 
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fixed.  The bucket doesn't matter anymore.  It's 1 

one bucket; it's fixed cost, without inflation 2 

risk.   3 

 And then, finally, we want to have the benefit 4 

of Fluor's review of this work plan over the next 5 

several months.  We think that's very important.  I 6 

started off this by saying it's a unilateral 7 

option.  We think all we can do is gain insight by 8 

being at the table and learning, if you will, what 9 

they learn over these next several months that 10 

might make it more obvious which of these options 11 

is the best option for our customers, as well as 12 

monitoring what's going on with interest rates and 13 

potential inflation during that time period.   14 

  [Reference: PowerPoint Slide 17] 15 

 So that's all of our planned comments and 16 

everything on the slides.  And we'll now be glad to 17 

open it up to any questions you might have.   18 

 CHAIRMAN HALL:  Okay.  Thank you, so much, 19 

gentlemen.   20 

 Commissioners, questions?  Commissioner 21 

Randall. 22 

 COMMISSIONER RANDALL:  Thank you, ma'am. 23 

 Thank you, gentlemen.  I appreciate your 24 

presentation.  I just had a couple of questions 25 
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just from looking through the quarterly report, and 1 

the first one is, if you look on page one, 2 

paragraph I(B)(1) of the quarterly report, what is 3 

the value of the EPC contract disputes not resolved 4 

in the settlement?  You talked about that a little 5 

bit.  Is that – 6 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, I'm 7 

not sure that we would fully understand what the 8 

total amount of the things that are either resolved 9 

or not resolved under the contract are.  10 

Westinghouse would throw out numbers, we would 11 

counter with we think they're different numbers.  12 

We ended up negotiating them, which is much, much 13 

lower than what they had originally given to us.   14 

 The amount that's not settled under the 15 

contract, which I think is the question you asked — 16 

 COMMISSIONER RANDALL:  Uh-huh? 17 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  — I would 18 

probably estimate those to be in the order of  19 

$20-$30 million.  But a lot of the issues that are 20 

yet to be resolved, because we've got those 21 

segregated, we're not sure that they would 22 

necessarily have to be resolved.  As an example, we 23 

have a dispute on the auxiliary boiler.  So this is 24 

a boiler that makes steam when the plant is not up 25 
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and running.  And a lot of facilities have 1 

auxiliary boilers.  They had originally intended to 2 

provide a fuel-oil-fired boiler.  We're converting 3 

that to an electric boiler.  So there's some 4 

question about do we have the appropriate power 5 

supplies for that.  And we're now thinking that we 6 

might be able to get away without an auxiliary 7 

boiler.  We've done away with it at our operating 8 

unit, Unit 1, so we're thinking now that we may not 9 

even need a boiler.  So that dispute, essentially, 10 

would go away if we make that decision, so that's 11 

one reason why we put that in that bucket is 12 

because we're not sure there's necessarily a value 13 

in resolving that dispute.  But, you know, the 14 

amount of disputes that are not resolved, I would 15 

have to guess right now, but I'd say they'd be in 16 

the $20-$30 million range.   17 

 COMMISSIONER RANDALL:  Thank you.  One other 18 

question that I had that's — I think it's on page 19 

nine — in the settlement; it's about the shield 20 

building.  You're talking about that's going to be 21 

a principal focus area, and talking about the 22 

remediation that's required.  What is the degree of 23 

remediation that's going to be required in the 24 

shield building panel production schedule to meet 25 
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the substantial completion dates? 1 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, so 2 

the shield building is really two-faceted.  The 3 

critical path for both units runs through the 4 

shield building — 5 

 COMMISSIONER RANDALL:  Right. 6 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  — so it's 7 

obviously very important to us.  It's first-of-a-8 

kind construction.  This can be very difficult to 9 

do.  So, one, we need the panels delivered to the 10 

site; and then we need to erect the panels.  They 11 

need to fit up well, the welds need to go well, and 12 

then we need to pour concrete in between them.  We 13 

have to stack them up and go up, as a unit.   14 

 The panel delivery has been going well, but, 15 

specifically for the second unit, we need to 16 

accelerate some of that panel delivery.  As you're 17 

aware, we had authorized the facility in Virginia 18 

to expand, in order to expedite panel delivery.  19 

That appears to have been caught up in this 20 

commercial dispute that we discussed between 21 

Westinghouse and CB&I, and with CB&I out of the 22 

picture now, all of those contracts with all of 23 

those sub-suppliers that, heretofore, would have 24 

been between that supplier and CB&I, are all going 25 
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to roll over to Westinghouse.  And so, in reality, 1 

we are now getting to the point where we'll have 2 

Westinghouse discussing that mitigation plan with 3 

NNI — and other vendors for other components, but 4 

specifically talking about the shield building, 5 

that's Newport News Industries, in Virginia.  So 6 

what we need is we need them to increase their 7 

production capability, so what they're looking at 8 

doing is either increasing at NNI or splitting off 9 

some of the later panels and moving them to other 10 

facilities.  One of the things under consideration 11 

is Toshiba facilities. 12 

 COMMISSIONER RANDALL:  So I'm assuming, with 13 

all of this, with this change, you're anticipating 14 

positive results from this. 15 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, 16 

anticipating positive results, and actually, we've 17 

seen positive results.  So I said there's two 18 

phases: one, we've got to have the panels there; 19 

and two, the erection has to go well.  We have 20 

placed the first course of these panels — the first 21 

ring, if you will, of those panels — and we've 22 

poured concrete in, and we actually have placed the 23 

second course of panels on Unit 2.  And that work 24 

is – so they've placed them, they're fitting them 25 
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up, and they're going to start the welding on them 1 

shortly, and then they'll eventually be filled with 2 

concrete.  That work is going probably better than 3 

we had anticipated, on site.  I just need to make 4 

sure I get all the panels to the site, so we can do 5 

that erection. 6 

 COMMISSIONER RANDALL:  So, on the other side 7 

of that, just if — just a question — if it gets 8 

behind or it's unsuccessful to start with, what do 9 

you think will be the effects on the guaranteed 10 

completion dates, substantial completion dates? 11 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  If 12 

there's a significant delay in the modules — and 13 

when I say "modules," these are shield building 14 

modules, shield building panels — there will be a 15 

corresponding delay in the guaranteed substantial 16 

completion date, to the extent that we can't 17 

mitigate it.  Now when I say "mitigated it" we're 18 

looking at other plans.  One of the options we're 19 

looking at is, if a panel may have been produced 20 

for the Vogtle unit but they're not going to use it 21 

before we would, we're looking at the possibility 22 

of swapping those kind of things.  So we're still 23 

working on other mitigating strategies, but to the 24 

extent that the panel delivery slips, there's a 25 
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high likelihood that the guaranteed substantial 1 

completion date would slip.   2 

 COMMISSIONER RANDALL:  Thank you.   3 

 Thank you, Madam Chair.  4 

 CHAIRMAN HALL:  Commissioner Fleming. 5 

 COMMISSIONER FLEMING:  Good morning. 6 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Good 7 

morning. 8 

 COMMISSIONER FLEMING:  Well, at least you're 9 

smiling now.  You had me worried for a while, 10 

because you were still looking pretty dire-looking 11 

here.  But it sounds like you are pleased that 12 

things are moving in a more constructive direction, 13 

pun not intended I guess.  Would that be the case?   14 

 MR. KEVIN B. MARSH [SCANA]:  I would 15 

definitely say so.  We were a little surprised when 16 

Westinghouse came to us to talk about CB&I exiting 17 

the project.  I don't think we were totally 18 

surprised; that's something that could happen, just 19 

based on their poor relationship.  I see the 20 

addition of Fluor as a huge benefit to the team and 21 

the project going forward.  Steve mentioned they've 22 

got tremendous large-project experience, they've 23 

got nuclear experience.  We've already been working 24 

with them on work streams trying to identify how we 25 
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can quickly keep work going at a rapid pace.   1 

 The attitude on the ground is better.  I think 2 

the whole team is feeling better about our ability 3 

to work as a team, and that's what was really 4 

suffering, from my perspective, not just between 5 

the consortium partners but, because they were 6 

having so many disputes, it was difficult for them 7 

to work closely with us to try to resolve issues.  8 

And I see that changing.  It certainly hasn't 9 

changed completely, because we've got to get 10 

Westinghouse – we've got to get Fluor on the 11 

ground, on the project, and we can't do that 12 

completely until this agreement is fully effective 13 

in the 45 days Steve talked about.  But I think 14 

it's a great turn.   15 

 I'm very pleased with the terms we were able 16 

to negotiate.  I believe it gives the company and 17 

the customers a lot more protection today than they 18 

had six months ago.  I think that's a good thing.   19 

 We took your thoughts on the production tax 20 

credits to heart, and as we negotiated, we tried to 21 

do the best we could to reiterate to Westinghouse 22 

the need to complete the plants on time so we could 23 

qualify for the credits, and changed the provisions 24 

in the contract to do that.   25 
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 I was pleased when Westinghouse approached us 1 

with their understanding and belief that they have 2 

got to complete our plants and the Vogtle Plant 3 

successfully, in order to be able to market these 4 

plants around the United States and other places in 5 

the world.  They are actively trying to do that.  I 6 

can only assume, but I'm pretty sure people are 7 

watching their track record in China and also here, 8 

to make sure these plants can be completed in a 9 

reasonable timeframe.  My personal belief is 10 

they've learned a lot on the China projects and 11 

this project, and they're well-positioned to market 12 

these plants, but they do have to complete these 13 

first.  I see the right attitude; the team members 14 

we've been working with appear to be very positive.  15 

If we can translate that into results at the 16 

construction site, I think this will have been a 17 

good negotiation.   18 

 COMMISSIONER FLEMING:  And when you talked 19 

about Fluor working both for Vogtle and for V.C. 20 

Summer, you feel that they won't be stretched too 21 

thin; you feel like you'll get the top-quality work 22 

that you certainly — 23 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, 24 

they are a large multinational company.  We 25 
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actually think it's a good thing that they're also 1 

going to take part in the construction oversight in 2 

China, so they're going to be replacing what CB&I 3 

has been doing in China, which is not a huge amount 4 

of people but oversight advice to their project 5 

management organization over there.  So they'll 6 

bring back those lessons, as well, so they'll 7 

continue to learn those.   8 

 Fluor actually had ramped up for anticipated 9 

construction at North Anna Unit 3, which is in 10 

Virginia, and a South Texas project in Texas, so 11 

they had increased their nuclear staff a few years 12 

ago in order to bring those construction projects 13 

to conclusion.  They got slowed down in the 14 

licensing process.  I don't know that they're going 15 

to go forward in the short term — we think that at 16 

least the North Anna unit will go forward in the 17 

long term — but those resources can now be 18 

redirected towards our projects.   19 

 So, you know, for those of you in the upstate, 20 

you know that Fluor runs their nuclear group out of 21 

Greenville.  So we think that that's a good thing.  22 

Their CEO is a USC graduate, and the guy that runs 23 

the nuclear group for them is a Citadel graduate.  24 

So they have significant ties to this State that 25 
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the other entities didn't have.   1 

 COMMISSIONER FLEMING:  Now, you've gone into 2 

great detail – and I really appreciate your detail 3 

— of the settlement or amendment, whichever you 4 

call it.  But will you be providing a copy of that 5 

to the Public Service Commission, with our 6 

certainly understanding the confidential nature of 7 

a lot of that? 8 

 MR. JIMMY E. ADDISON [SCANA]:  Yeah, it's 9 

interesting, one of the provisions in the – and the 10 

answer is yes.   11 

 COMMISSIONER FLEMING:  Okay.   12 

 MR. JIMMY E. ADDISON [SCANA]:  One of the 13 

provisions in the agreement — one very late night 14 

we were going through things that were very 15 

important to us, we said, "We really need the 16 

ability to disclose to our regulators and our 17 

investors all the details of anything that we think 18 

is critical that you know," and they acquiesced to 19 

that right off the bat.  So there's a provision in 20 

that agreement, Item No. 26, that says we can share 21 

with you anything that we think is important that 22 

you see, as well as the investors, those that buy 23 

our bonds or those that buy stock to provide the 24 

funds to build the plants.  All we have to do is 25 
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just tell them about it in advance and show it to 1 

them.  We don't have to have their approval, like 2 

we had in the past.   3 

 So it is already in the public domain.  It was 4 

filed as part of our SEC filing two Fridays ago, 5 

our quarterly document for the SEC, the 10Q, and we 6 

can certainly make it available to you. 7 

 COMMISSIONER FLEMING:  Okay.  Well, we would 8 

appreciate that.   9 

 I wanted to ask a question, too, about the 10 

fixed-price option.  In the quarterly report under 11 

Section, I think it's I(B)(14), it says — about the 12 

middle of the first paragraph, it says, "This fixed 13 

amount excludes a limited amount of work within the 14 

time-and-materials component of the contract 15 

price."  Could you tell me what the exclusions are? 16 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, 17 

there are a handful of items that we think we can 18 

probably effect better than Westinghouse can, and 19 

that if we just gave them the entire allowance that 20 

they would spend that entire allowance, but that if 21 

we managed it, we might be able to save some money 22 

on some of those things.  So they are things like 23 

taxes, in-court duties, spare parts.  And in the 24 

spare parts one, you know, we'll — 25 



 

Ex Parte    SCE&G / V.C. Summer Units 2 & 3 48 
Recent Activity 

 

 CHAIRMAN HALL:  Mr. Byrne, can you move your 1 

mic a little bit closer, please?  2 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Sorry 3 

[indicating]. 4 

 CHAIRMAN HALL:  Thank you.   5 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  There are 6 

just a handful of items that were in the T&M bucket 7 

under the non-fixed-price option, but under either 8 

option we wanted to carve those out because either 9 

we can — we think we will be able to save money 10 

over what the consortium will spend on those, or we 11 

didn't want to shortchange ourselves.  So one 12 

example is spare parts, and what we didn't want is 13 

to give the consortium the entire pot of money 14 

under spare parts, and have them shortchange us on 15 

spare parts.  So I would rather that we got all of 16 

the spare parts that we are due, as opposed to 17 

giving them control over that spare parts pot.  So 18 

we kept that amount aside for ourselves.  We still 19 

intend to buy the spare parts; it's just that we 20 

want to manage that for ourselves.   21 

 COMMISSIONER FLEMING:  Okay.  And that leads 22 

me, I guess, to my next question.  Is there any 23 

concern about having a fixed-price option, about 24 

the quality of the project at the end, if you go 25 
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fixed-price as opposed to – because you never know, 1 

as we've seen already, the challenges that can 2 

occur. 3 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, 4 

even with the delays, we don't have an issue with 5 

quality.  Now, quality has slowed down some of the 6 

subcomponents coming in from places like CB&I/Lake 7 

Charles, but they have not been the only vendor 8 

that has had quality issues.  In fact, we've had 9 

stop-work orders at a number of vendors.  In fact, 10 

I would say probably most vendors have had stop-11 

work orders, and those are largely over quality 12 

issues or their quality control plans and 13 

mitigation strategies.  So we would intend to 14 

continue to inspect for components coming in from 15 

the module suppliers — we've actually done 16 

augmented inspections, which means that it goes 17 

above and beyond the normal inspection plan — until 18 

we can satisfy ourselves that they have got their 19 

act together at their facility while we are 20 

receiving them.  So we continue to do receipt 21 

inspection and we continue to do in-the-field 22 

inspection.  So we don't have any issues with 23 

quality.   24 

 In addition to that, the Nuclear Regulatory 25 
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Commission has four or five inspectors permanently 1 

assigned to our site now, and we anticipate that 2 

that number will increase to probably seven.  And 3 

then whenever we do a specific activity, they will 4 

send in a team.  And they run their construction 5 

inspection branch out of Region II, which is our 6 

region, in Atlanta, so they're pretty close and 7 

it's easy for them to come over.   8 

 So, no, we don't anticipate, whether it's 9 

under the old contract that we had or the fixed-10 

price contract, that there will be any change or 11 

any degradation of quality.   12 

 COMMISSIONER FLEMING:  What was your biggest 13 

challenge? 14 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  In the 15 

negotiation? 16 

 COMMISSIONER FLEMING:  In the negotiation. 17 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  We wanted 18 

to get the liquidated-damages number higher, and 19 

our partner, Santee Cooper, was very concerned 20 

about that.  And getting them to increase the 21 

liquidated-damages number was a big challenge.  We 22 

spent 54 days in this negotiation, and it was just 23 

about 54 days straight, including, you know, nights 24 

and weekends.  And I would say that we probably 25 
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argued over the liquidated-damages number 1 

significantly. 2 

 COMMISSIONER FLEMING:  It paid off. 3 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  We think 4 

it paid off. 5 

 COMMISSIONER FLEMING:  Okay.   6 

 MR. JIMMY E. ADDISON [SCANA]:  I might just 7 

add, we hope it's something we never use. 8 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Right. 9 

 COMMISSIONER FLEMING:  Yeah.  And I know you 10 

can't predict the future, but what do you see as 11 

your biggest challenge, going forward?  Is it the 12 

time, the completion date, or – I know you're 13 

already a couple of months behind the last —  14 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Right.  I 15 

think it depends on the option that we choose.  So 16 

we've got an integration challenge before us in the 17 

short term.  We've got to bring on the Fluor group.  18 

We anticipate that a majority of the craft will 19 

stay, so their hardhats will change from CB&I to 20 

Fluor, sort of similar to what happened when Shaw 21 

sold the company to CB&I.  Most of the craft 22 

stayed; they just changed hardhats.  I think that 23 

with the non-craft personnel that are assigned to 24 

the project, Fluor is obviously going to want to 25 
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bring in their folks and put their stamp on it, 1 

which we think is a good thing.  So there will be a 2 

little bit of turmoil with that move, when Fluor is 3 

fully introduced into the leadership and the 4 

project management.  So that will be a short-term 5 

challenge.   6 

 Then, going forward, I think execution – the 7 

parts issues are sorting themselves out.  Even the 8 

CB&I/Lake Charles module shop seems to be 9 

delivering quality products now.  We just wish they 10 

would've gotten there three or four years ago.  So 11 

the quality issues at those suppliers, they seem to 12 

be working themselves out.   13 

 When I look at the major parts and pieces, 14 

most of them are on site.  So we haven't slowed 15 

down the receipt of components coming from various 16 

suppliers around the world.  That has caused us 17 

some on-site storage issues.  You know, it was 18 

really intended that it would be just-in-time 19 

delivery and then when you delivered a component to 20 

the site, it would then go in the plant.  If the 21 

plant's not ready, those components still show up; 22 

then we have storage issues.  So we're storing a 23 

lot of things at the site.  In fact, you can see a 24 

lot of the tents up in that picture [indicating], 25 



 

Ex Parte    SCE&G / V.C. Summer Units 2 & 3 53 
Recent Activity 

 

and in those tents we're storing stuff.  So in 1 

addition to the warehouses, which are off the 2 

picture, we are having to store there and we're 3 

also having to get more storage space in Blythewood 4 

and near the airport.  So we're storing a lot of 5 

things that we hadn't anticipated storing, so 6 

that's been a challenge for us. 7 

 But going forward, I think the regulatory 8 

interface is going pretty well.  So if we get the 9 

commercial disputes between our consortium partners 10 

to sort themselves out, I think that the cost – we 11 

will either determine that we can effect the costs 12 

better under the amended contract with the old 13 

style, or we'll go with the fixed-price option.  So 14 

the price issue, I think, will get worked out, so 15 

then it's just a delivery issue.  So bringing the 16 

units in on time is going to be a big challenge for 17 

us.   18 

 MR. KEVIN B. MARSH [SCANA]:  I think another 19 

part that will be important to us — and Steve 20 

alluded to this earlier – was the new payment 21 

construction milestone schedule.  In the past, 22 

we've had a combination of progress payments and 23 

milestone payments that were very confusing at 24 

times.  So we spent a good bit of time negotiating 25 



 

Ex Parte    SCE&G / V.C. Summer Units 2 & 3 54 
Recent Activity 

 

how that process would work, and we've given 1 

ourselves five months – up to five months — to come 2 

up with this new milestone payment schedule, which 3 

will lay out very clear expertise and exact as to 4 

how we will actually pay them based on work 5 

completed.   6 

 But as Steve said earlier, if the work's not 7 

done, they won't get paid, so we won't have any 8 

issues with cash going out and not feeling like 9 

we've gotten some material benefit from the 10 

construction moving forward.  We spent a good bit 11 

of time talking about that in the negotiations.  I 12 

think that was a sticking point for everybody, 13 

because, as you know, we withheld payments on a lot 14 

of the work that had not been done in the past they 15 

felt like they were entitled to.  That's what gave 16 

rise to a number of our disputes.  So that's all 17 

been eliminated.  I think it will take a good bit 18 

of work, once we get Fluor on the ground, to help 19 

us come up with this new schedule, but once we 20 

agree to that, that should eliminate those issues, 21 

but I think that will be very important as we get 22 

started up. 23 

 COMMISSIONER FLEMING:  What about — one other 24 

question — personnel to operate?  How is that 25 
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coming along?  Are you pleased with that progress?   1 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, I'd 2 

say the hiring — we had anticipated we would hire a 3 

staff for both units at somewhere just under 800 4 

people.  We've got 600-plus of those hired now.  We 5 

actually slowed that down a little bit, with the 6 

slowdown in the guaranteed substantial completion 7 

dates.  So we're not anticipating a problem hiring 8 

the staff that we need.  We identified, I think it 9 

was 35 critical hires for this year.  We'll hire 10 

more than that, but 35 that were critical.  And I 11 

think we've got 31 or 32 of those hired.  So the 12 

hiring is actually going pretty well. 13 

 COMMISSIONER FLEMING:  So the quality is – 14 

you're pleased with that? 15 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, I 16 

would say — you know, if I look back on when I 17 

started in this business, they're better people 18 

than I was. 19 

 COMMISSIONER FLEMING:  Okay.  Well, we think 20 

highly of you, so that speaks well.  Thank you.   21 

 CHAIRMAN HALL:  Thank you.  Commissioner Elam. 22 

 COMMISSIONER ELAM:  Good morning.  You were 23 

discussing a little bit with Commissioner Randall 24 

about the shield panels – shield building panels.  25 
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And on page 16 of the quarterly report, there's 1 

also discussion of the air inlet for the shield 2 

building, and tension rings.  Does the settlement 3 

agreement have any impact on the reassignment of 4 

fabrication of the components for the shield 5 

building air inlet and tension ring panels? 6 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  I would 7 

say that the short answer is, no, that in either 8 

the amendment or fixed options the shield building 9 

air inlet and tension rings have been designed and 10 

the contract has been let.  CB&I, while they're not 11 

a consortium partner any longer, will still be 12 

involved in two areas: One, while CB&I, as Kevin 13 

pointed out, doesn't necessarily have a desire to 14 

be a long-term nuclear constructor, they do do some 15 

things well in nuclear, and one of them is build 16 

big tanks.  So our containment vessel is a big 17 

tank.  And so they're going to stay on site as a 18 

subcontractor to Westinghouse to build the 19 

containment vessel.  They're also going to be the 20 

ones that are fabricating the shield building.  21 

They have a specialty welding group that is very 22 

good at complex welds, and the shield building is 23 

complex welds.  So they've had great success so 24 

far, so we're going to retain them on site to do 25 
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that welding on the shield building.  And then the 1 

CB&I facilities don't come to Westinghouse with 2 

this purchase, so those facilities, like CB&I/Lake 3 

Charles, will stay with CB&I, but that facility 4 

will still be producing parts for us for probably 5 

the next couple of years.   6 

 Specific to what you asked about, with the 7 

tension ring and the air inlet, the contract was 8 

let to CB&I/Lake Charles.  There was at least one 9 

or two other vendors that were interested in that 10 

work.  I think Westinghouse is going to reevaluate 11 

it, so while the work hasn't actually started at 12 

Lake Charles, Westinghouse is going to reevaluate 13 

that work and we may see a change in where that 14 

work goes.   15 

 COMMISSIONER ELAM:  What say do you have in 16 

that? 17 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  We would 18 

have a say – one of the things that we have warned 19 

them about is, understanding their desire to get 20 

away from Lake Charles and away from CB&I — 21 

 COMMISSIONER ELAM:  I was going to ask you if 22 

any of the professional welders came from Lake 23 

Charles, but —  24 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  No, 25 
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they've had the specialty welding group long before 1 

the Lake Charles facility was constructed, so 2 

they're not Lake Charles folks. 3 

 COMMISSIONER ELAM:  Okay. 4 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  And as I 5 

said before, the Lake Charles facility does seem to 6 

finally be getting their act together, so I don't 7 

want to — one of the things we warned Westinghouse 8 

about is don't throw the baby out with the 9 

bathwater: If the facility is working and they are 10 

now accustomed to producing modules for us, let's 11 

reevaluate that, and if it makes sense to leave it 12 

in Lake Charles, let's leave it in Lake Charles.  13 

So don't move it for the sake of moving it. 14 

 COMMISSIONER ELAM:  Okay.  It occurred to me a 15 

moment ago when you were discussing one of 16 

Commissioner Fleming's questions: Is Fluor getting 17 

any involvement in any construction of the AP1000 18 

anywhere?   19 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  The only 20 

AP1000s under construction are the two at Vogtle 21 

and the two here and the four that are going on in 22 

China — 23 

 COMMISSIONER ELAM:  Right. 24 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  — so they 25 
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have not had involvement there.  They did have some 1 

involvement in some design aspects of the AP1000.  2 

And their involvement in these projects isn't just 3 

to help us and Vogtle out; they have a desire to be 4 

involved more long term with AP1000 construction.  5 

And as Westinghouse is trying to sell their product 6 

around the world, they are looking for a long-term 7 

construction partner.  It was obvious that CB&I was 8 

not going to be that long-term construction 9 

partner, so they've decided on Fluor.  And they 10 

are, for example, involved in a joint venture in 11 

the UK to build three AP1000s there.  I'm not sure 12 

what the timeframe is on that, but Fluor should be 13 

the construction partner in the UK under an entity 14 

they call NuGen.  15 

 COMMISSIONER ELAM:  Okay.  Go back to looking 16 

at the quarterly report, and on the first page over 17 

to the second page, under the "October 2015 18 

Settlement," (B)(1) is talking about the true-up in 19 

the monthly installments.  What's involved in the 20 

true-up in the 12 installments to be paid by SCE&G 21 

to Westinghouse, and what's the possible magnitude 22 

of that true-up? 23 

 MR. JIMMY E. ADDISON [SCANA]:  Which section 24 

is that? 25 
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 COMMISSIONER ELAM:  (B)(1) and I'm over on 1 

page two. 2 

 MR. JIMMY E. ADDISON [SCANA]:  Right.   3 

 COMMISSIONER ELAM:  "SCE&G will make payment 4 

to Westinghouse in twelve equal monthly 5 

installments."  Do you have that? 6 

 MR. JIMMY E. ADDISON [SCANA]:  I do.   7 

 COMMISSIONER ELAM:  Okay.  And what's involved 8 

in the possible true-up?  9 

 MR. KEVIN B. MARSH [SCANA]:  I think I can 10 

address that.  What we were trying to do was take 11 

the amounts we had negotiated as an increase in the 12 

price on page one there at the bottom, where it 13 

talks about an increase of $165 million in the 14 

fixed component and a credit of $27 million in the 15 

target component.  We were trying to develop a way 16 

to pay them, and we did not want to make a lump-sum 17 

payment of that amount; we wanted to stretch it out 18 

for a period of time.  So that's where the 12 equal 19 

monthly installments begin, starting in October.  20 

It will not add to any of the amounts below.  If 21 

there's a true-up, we simply get credit for that, 22 

for whatever we pay.   23 

 So if we decide to go with the existing 24 

option, not the fixed-price option, we would pay 25 
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that amount over the monthly installments.  If we 1 

elect the fixed-price option, we get credit for 2 

that off the fixed price.  As Jimmy said, that 3 

fixed price amount has been set; it doesn't go up 4 

or down over the 12-month period.  And there are 5 

provisions in the contract, as we move forward, 6 

they will continue to bill us as they have under 7 

the existing contract: for fixed-price work, firm 8 

work, and targeted dollars.  So whenever we decide 9 

which option we're going with, assuming we go with 10 

the fixed-price option, we get credit for all of 11 

those payments.  It may be higher or lower than 12 

what we would've paid otherwise, but there's a 13 

true-up for that amount, and that true-up is really 14 

focused on the fixed-price option, to make sure we 15 

get credit for anything we pay after June 30th.  16 

That's the date that was put into place to start 17 

measuring the payments.   18 

 COMMISSIONER ELAM:  Okay.  Do you have any 19 

idea what the magnitude of that true-up may be?  20 

 MR. KEVIN B. MARSH [SCANA]:  Well, it would 21 

depend on what the actual dollars expended on the 22 

project would be.  They would be based on the 23 

estimated targeted amount, just like they bill us 24 

now, but we're probably spending $70-$100 million 25 
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on a monthly basis now, and so it wouldn't be more 1 

than that.  Probably would be less than that, 2 

because you wouldn't be off on your estimated 3 

payments.   4 

 Once we come up with this construction payment 5 

milestone schedule I referred to earlier, that 6 

would determine how far ahead or behind that 7 

schedule we might be at the time the true-up would 8 

come.  I wouldn't think it would be a significant 9 

amount.  I mean, it may be 20 to 25 percent of the 10 

monthly amounts we are paying.  Personally, I would 11 

like to see that monthly amount go up, because that 12 

tells me there's more work being performed and 13 

there's more activity on the project.  I believe in 14 

our negotiations Westinghouse estimated that could 15 

go to $125-$130 million over the next six months, 16 

but if that's work that's actually being done, when 17 

you get ready to do your true-up it's not going to 18 

be a significant portion of that amount.   19 

 But I think the comfort is, at the end of the 20 

day, we're not going to lose any money; we're not 21 

going to overpay and not get credit for that.  So 22 

if we pay a lot of money up front – when I say a 23 

lot of money, we pay a certain amount up front, as 24 

we are paying now under the existing contract — and 25 
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then we switch to the fixed-price option, and we 1 

would have paid less, once we come up with that 2 

construction milestone payment schedule, we get 3 

full credit for anything we've paid over and above 4 

that schedule.  So it's a timing question; it's not 5 

a matter of losing the money, at the end of the 6 

day. 7 

 COMMISSIONER ELAM:  Also there on page two, 8 

talking about the federal production tax credit 9 

completion bonuses, it looks like it says, 10 

essentially, $137.5 million per unit.  I guess 11 

that's – if my early math is okay — about $275 12 

million, potentially?   13 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  [Nodding 14 

head.] 15 

 COMMISSIONER ELAM:  How does that number 16 

compare to the value of the tax credits. 17 

 MR. KEVIN B. MARSH [SCANA]:  The tax credits 18 

are estimated be about $2.3 billion for our share 19 

of the project. 20 

 COMMISSIONER ELAM:  All right.  So if you 21 

don't get $2.3 billion, you get $275 million from 22 

Westinghouse? 23 

 MR. KEVIN B. MARSH [SCANA]:  Yes. 24 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  That's a 25 
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taxed advantage number.  The real value of the 1 

production tax credits, the raw value of the 2 

production tax credits, is much lower than that.   3 

 COMMISSIONER ELAM:  Okay. 4 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  It's 5 

going to be more like – it will be in excess of  6 

$1 billion, but closer to $1 billion. 7 

 MR. JIMMY E. ADDISON [SCANA]:  And if I could 8 

just add one point on that, if you could look back 9 

at that schedule four, that page four, in the 10 

presentation — 11 

 COMMISSIONER ELAM:  Uh-huh?  12 

 MR. JIMMY E. ADDISON [SCANA]:  — one of the 13 

reasons that we put the 100 percent numbers on 14 

here, or added in Santee Cooper's portion, is so 15 

you can see the magnitude of this and how it 16 

appears to Westinghouse.  If you take the 17 

combination under the amended EPC of the liquidated 18 

damages, which are there around the ETC dates,  19 

as well as the incentives, you've got almost  20 

$1½ billion that they have exposure for.   21 

 COMMISSIONER ELAM:  Okay. 22 

 MR. JIMMY E. ADDISON [SCANA]:  And if we do 23 

the fixed option, you've got almost $1 billion.  So 24 

while one component of it might seem small in 25 
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relation to the value of $2 billion to our 1 

customers, they've got a lot of skin in the game. 2 

 COMMISSIONER ELAM:  Okay.  Page three, the "No 3 

Interim Lawsuits," that's for anything?  Or is it 4 

somehow – does the agreement more fully define what 5 

you can't sue for? 6 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yes, so 7 

it's for the kind of disputes that we have been 8 

talking about to date, where we might dispute 9 

invoices or those kind of things.  If there were a 10 

breach of the contract, obviously you could sue 11 

over that kind of thing. 12 

 COMMISSIONER ELAM:  Right. 13 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  But the 14 

intent here was that we tried to remove all of the 15 

potential distractions by moving all of these 16 

disputes till after the guaranteed substantial 17 

completion date of the second unit. 18 

 COMMISSIONER ELAM:  Okay.  I just — you had 19 

talked about trying to be more specific in the 20 

change-of-law, and I didn't know how specific – 21 

just the "no interim lawsuits" seemed a little 22 

vague. 23 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, so 24 

if there was — if they made a claim for a change-25 
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in-law that would go to our dispute resolution 1 

board and the dispute resolution board were to side 2 

with us, and let's say it was a $20 million item, 3 

then that's off the table until the Unit 3 comes 4 

on-line.  Then if Westinghouse should choose at 5 

that point in time, they could attempt to come back 6 

after us if they didn't agree with that dispute 7 

resolution board, for that amount of money.  So it 8 

just kind of moves that dispute until after the 9 

projects are over. 10 

 COMMISSIONER ELAM:  Extends whatever statute 11 

of limitations would be, or are – maybe there isn't 12 

any, but okay. 13 

 MR. JIMMY E. ADDISON [SCANA]:  And if the item 14 

under dispute were under $5 million, it is settled 15 

by the resolution board.  Those cannot be brought 16 

up again.   17 

 COMMISSIONER ELAM:  Okay. 18 

 MR. JIMMY E. ADDISON [SCANA]:  And if it's 19 

over $5 million, if either party wants to challenge 20 

it, they have to notice it in a timely manner.  So 21 

we'll have awareness of that as we move through the 22 

project.  It's not that we won't be able to keep 23 

you informed.   24 

 COMMISSIONER ELAM:  Okay.  Thank you.   25 
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 CHAIRMAN HALL:  Commissioner Hamilton. 1 

 COMMISSIONER HAMILTON:  Thank you, Madam 2 

Chair. 3 

 It's a pleasure to have such a distinguished 4 

panel appear before us today.  And looking around 5 

the room, I hope somebody's home taking care of the 6 

shop.   7 

  [Laughter] 8 

 I have a few questions.  You know, in 9 

communication, it's kind of a tough thing.  And I 10 

think the most important part of communication is 11 

for the one listening to be able to understand what 12 

the message was, and that's what I'm going to try 13 

to find out and make sure I'm on-line with you 14 

gentlemen this morning.  As I understand it, where 15 

we stand right today with the Base Load Review Act, 16 

we're looking at $6,827,000,000 total cost of the 17 

project? 18 

 MR. JIMMY E. ADDISON [SCANA]:  That's correct. 19 

 COMMISSIONER HAMILTON:  Okay.  And if we move 20 

forward to the amended version, we're talking about 21 

$7,113,000?  22 

 MR. JIMMY E. ADDISON [SCANA]:  That's correct. 23 

 COMMISSIONER HAMILTON:  That's right.  And 24 

then when you come back, possibly, we'll talk about 25 
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the $7,601,000.  1 

 MR. JIMMY E. ADDISON [SCANA]:  That's correct. 2 

 COMMISSIONER HAMILTON:  All right.  Did 3 

Chicago Bridge & Iron and Shaw, that we talked 4 

about in the past, did they walk away without 5 

paying any damages?  Was part of the settlement 6 

that they got to get out the door? 7 

 MR. KEVIN B. MARSH [SCANA]:  Well, it was 8 

their desire to exit the project.  Of course, when 9 

Shaw sold to CB&I, they fully exited the project, 10 

because CB&I assumed their full obligations under 11 

the contract.  CB&I, when they separated from the 12 

consortium, it gave us the opportunity to negotiate 13 

the new terms that we've got, in return for 14 

releasing them from their parental guarantee.  So 15 

they did not pay us anything for that, but we 16 

negotiated these terms with Westinghouse in order 17 

for Westinghouse to get our approval to release 18 

them from the contract.   19 

 Now, from a CB&I perspective, if I've read 20 

their Form 10-Q properly, at the time they exited 21 

the contract, they took about a $1.2 billion after-22 

tax loss, so that did have an impact, but that was 23 

not paid to us.  So the losses, I'm assuming, were 24 

negotiated in their settlement with Westinghouse.  25 
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And Westinghouse, likewise, took about a $1 billion 1 

charge through their financial statements, as a 2 

result of settling their agreements between the 3 

consortium.  So looking at the size of those 4 

dollars, I think it was pretty clear that they had 5 

some very wide gaps that they could not fill in 6 

their relationship, which is probably what led to 7 

this.   8 

 So while CB&I didn't give us any money, it did 9 

put us in a position where we felt like we could 10 

negotiate some more favorable terms in order to 11 

give Westinghouse our permission to release CB&I, 12 

even though Toshiba picked up the full value of the 13 

parental guarantee.   14 

 COMMISSIONER HAMILTON:  Okay.  So where we 15 

stand today is a clean slate. 16 

 MR. KEVIN B. MARSH [SCANA]:  Yes. 17 

 COMMISSIONER HAMILTON:  And we've started — 18 

basically, are starting over with any damages that 19 

might occur from either side. 20 

 MR. KEVIN B. MARSH [SCANA]:  Right.   21 

 COMMISSIONER HAMILTON:  Okay.  I believe I 22 

heard you.  Thank you, very much. 23 

 MR. KEVIN B. MARSH [SCANA]:  Yes. 24 

 CHAIRMAN HALL:  Commissioner Howard. 25 
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 COMMISSIONER HOWARD:  I notice y'all are in 1 

alphabetical order, so I'll just work down in 2 

alphabetical order.  Mr. Addison, are you familiar 3 

with an article that talks about UBS, and SCANA 4 

Corporation reducing risk on all fronts? 5 

 MR. JIMMY E. ADDISON [SCANA]:  What was the 6 

last part of that? 7 

 COMMISSIONER HOWARD:  "Reducing risk on all 8 

fronts." 9 

 MR. JIMMY E. ADDISON [SCANA]:  There have been 10 

probably 20 or 30 pieces published on us, in the 11 

last two and a half weeks.  I'm sure I've reviewed 12 

it, but I don't remember it specifically. 13 

 COMMISSIONER HOWARD:  Well, what was 14 

interesting to me is, at one time, I had a meeting 15 

with Wall Street — probably in the last year — and, 16 

apparently, your stock offerings had been oversold 17 

up until the point of this meeting — now, whether 18 

you had any after that — and at that point in time, 19 

they weren't oversold but I believe you sold them 20 

all.  What is the situation, considering this 21 

article – or any of the 20 articles – of Wall 22 

Street's situation or thought of the new contracts? 23 

 MR. JIMMY E. ADDISON [SCANA]:  Yeah, it's a 24 

really interesting question.  I think the markets – 25 
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and, of course, you know this, but for everybody's 1 

benefit, the customers aren't providing the costs 2 

to pay the contractor; the bondholders and 3 

shareholders are.  They put the costs up and the 4 

customers pay the carrying costs.   5 

 The investors do not like uncertainty.  So 6 

when there is uncertainty, they can dream up 7 

scenarios that are much worse than maybe they are.  8 

And I think the fact, number one, that we've come 9 

out with some certainty around this, around the 10 

$7.1 billion in the already amended agreement, the 11 

settlement, as well as this option — and not just 12 

that they think we should go to the option, but the 13 

fact that we have a unilateral option so that if 14 

things progress in the next several months that 15 

make it more obvious we should choose that, I think 16 

they value that a great deal.   17 

 So I think the short answer to it is, they 18 

really like the better view into what might happen, 19 

because they had scenarios in some of their minds 20 

that were much more severe than what we've 21 

presented in these two options today. 22 

 COMMISSIONER HOWARD:  In the article I have, 23 

there was a statement that I know I've heard.  I 24 

don't know I've ever heard a date on it, but the 25 
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statement says y'all would not come in for a rate 1 

increase until 2018.  Is that still the case?   2 

 MR. JIMMY E. ADDISON [SCANA]:  That's our 3 

intention.  So, last time I was before you, maybe a 4 

couple — 5 

 COMMISSIONER HOWARD:  And that's a date — 6 

that's not regarding any other case; that's just 7 

the base rate.  Regular — 8 

 MR. JIMMY E. ADDISON [SCANA]:  Just regular 9 

rates.  So we realize the impact of Base Load 10 

Review Act increases each year.  And I told you a 11 

couple of years ago when I was here before you, and 12 

I'll tell you again today, we're very committed to 13 

doing everything we can to stay away from any 14 

increases outside of the Base Load Review Act.  It 15 

doesn't mean we can absolutely keep that from 16 

happening.  A law could get passed from Washington 17 

that we have to comply with, et cetera, but what we 18 

see today in our headlights, we'll be able to 19 

accomplish that.  20 

 COMMISSIONER HOWARD:  Okay.  Mr. Byrne, how 21 

are we in step with Vogtle?  I mean, what is their 22 

completion date under their new contract? 23 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  From the 24 

perspective of construction, we're at the same 25 
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place as Vogtle is.  So there are some things that 1 

we're ahead of them on – for example, I talked 2 

about the shield building panels that we've placed; 3 

they haven't placed as many shield building panels 4 

as we have — and there are a couple of things that 5 

we are behind them on — the Annex Building, for 6 

example.  But the two projects are going to kind of 7 

stair-step each other until the end, but we're 8 

forecasted to be completed at the same time.  The 9 

guaranteed substantial completion dates in their 10 

contract, I believe, are still the June and June 11 

dates. 12 

 COMMISSIONER HOWARD:  Another question.  Are 13 

there any more overseas fabrication that has to be 14 

done, or is all of the fabrication done pretty well 15 

on site or within the United States? 16 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  There is 17 

some overseas fabrication to be done.  We actually 18 

had some heat exchangers that were fabricated in 19 

Italy, one of which came to the US.  They decided 20 

they would need a stiffener for the tubes and that 21 

they could best do that back in Italy, so we 22 

actually had to send it back to Italy.  That is 23 

nearing completion; that should come probably by 24 

the end of the year. 25 
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 We do have some turbine components for the 1 

second unit that would yet need to come from 2 

Toshiba.  And, again, for the second unit, Unit 3, 3 

we do have — I think there are some things that yet 4 

need to come from Korea, but I can't think of them 5 

off the top of my head what those would be, because 6 

I'm running through the list in my head and most of 7 

the stuff is here.  We do have some things 8 

domestically sourced — we have the coolant pumps, 9 

for example, that are not yet on site, but those 10 

are coming from the US. 11 

 COMMISSIONER HOWARD:  There was something I 12 

was just curious about.  NNI has some panels they 13 

have to construct, and they've done 86 out of 167?  14 

Is that – is that normal or is that behind in 15 

construction? 16 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, the 17 

Newport News Industrial is providing shield 18 

building panels, so that was the discussion that we 19 

had a little while ago.  The numbers that were in 20 

the quarterly report were the then-accurate 21 

numbers.  I think you're looking at the Unit 2 22 

numbers that were in the quarterly report.  23 

 COMMISSIONER HOWARD:  Right. 24 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  That's 25 
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over 90 now.  So they continue to deliver.  Their 1 

delivery schedule yet needs to be improved for us 2 

to be able to meet our guaranteed substantial 3 

completion dates, so we are working on improving 4 

the delivery schedule of those shield building 5 

panels. 6 

 COMMISSIONER HOWARD:  Mr. Marsh, I guess I've 7 

had some conversation, and I assume you have, but 8 

with the completion of these two units, where do 9 

you see the, quote, "nuclear renaissance"?  Is that 10 

back on stage or is that something that's still 11 

sort of dormant?   12 

 MR. KEVIN B. MARSH [SCANA]:  I would tell you 13 

it's very active.  Unfortunately, it's not active 14 

in the United States the way I think it should be.  15 

There are probably some 60 to 65 plants under 16 

construction or planned across the world, as we sit 17 

here today.  I believe that's why Westinghouse 18 

wants to finish these units successfully, so they 19 

can begin to continue marketing that plant 20 

elsewhere.  I think England came out this week or 21 

either last week and said they see nuclear as one 22 

of their primary focuses, to make sure they meet 23 

their carbon requirements that they are trying to 24 

focus on very keenly.  So other nations are looking 25 
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at nuclear.  I believe the nuclear renaissance is 1 

very active today.   2 

 COMMISSIONER HOWARD:  I was just trying to 3 

read something Mr. Clement was saying while you 4 

answered that question.   5 

  [Laughter] 6 

 When will Fluor take over?  Are they going to 7 

take over immediately, or they've got to wait for 8 

the contract to be signed?  9 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, for 10 

them to take over on the construction site, they'll 11 

have to wait till the deal closes, so that's the 45 12 

days from October 27th.  They are here with us 13 

today, in Columbia, evaluating the project, looking 14 

over the documentation, and seeing how they can hit 15 

the ground running on day one.   16 

 COMMISSIONER HOWARD:  Just my simple 17 

arithmetic, which leaves a lot to be desired, from 18 

what we have paid into the project so far, to what 19 

is left, to me it looks like it's about halfway.  20 

Is that pretty well correct? 21 

 MR. JIMMY E. ADDISON [SCANA]:  That's correct. 22 

 COMMISSIONER HOWARD:  Then I guess Mr. Marsh, 23 

or either one of you, ORS is doing an independent 24 

audit, I guess, for the effect of the Base Load 25 
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Review Act on customer rates?  Do you know anything 1 

about when that will be finished? 2 

 MR. KEVIN B. MARSH [SCANA]:  They have 3 

selected a firm to come in and do that review work.  4 

My understanding is they are on site; they started 5 

their work.  We provided them with the information.  6 

I believe, specifically, what they are looking at 7 

is, the company has made statements over the years 8 

that the Base Load Review Act is a clear benefit to 9 

customers and, by following the Base Load Review 10 

Act, we're going to save about $1 billion during 11 

the construction period by avoiding capitalizing 12 

interest to the project while it's being 13 

constructed, and then by doing that, customers will 14 

save another $4 billion over the life of the plant 15 

by not having to finance those costs and pay the 16 

carrying costs over the effective life of the 17 

plant.  That's the calculation that is under 18 

review.  The firm has been selected — I believe 19 

it's Elliott Davis — by the Audit staff and by the 20 

Office of Regulatory Staff, and they've engaged 21 

them and they are actively doing that calculation, 22 

or verifying those calculations today. 23 

 COMMISSIONER HOWARD:  Of the 146 milestones, 24 

you've completed 109 according to this report.  I 25 



 

Ex Parte    SCE&G / V.C. Summer Units 2 & 3 78 
Recent Activity 

 

don't know if that's still the situation, or not.  1 

Am I trying to read in here something — so that 2 

leaves like, what, 37 milestones you haven't 3 

completed.  How will that payment work out?  I know 4 

you talked about the $65 million times five, and 5 

all that, but do you look at that as 39 more 6 

milestones we've got to pay for? 7 

 MR. KEVIN B. MARSH [SCANA]:  You want to get 8 

that? 9 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  These 10 

construction milestones are going to be different 11 

than the milestones that we use for payment.  So we 12 

would anticipate that there will be a significant 13 

number of milestones, hundreds of milestones, for 14 

the payment.  Westinghouse obviously wants to make 15 

sure they get paid; we want to make sure that 16 

there's real progress before they get paid.  And 17 

so, we'll be negotiating those milestones over the 18 

next couple of months.  And getting the milestones 19 

I don't think is going to be the difficult part.  I 20 

think the difficult part is going to be valuing 21 

those milestones to say how much each one of those 22 

is worth.  So these milestones are not the same 23 

milestones we're talking about — 24 

 COMMISSIONER HOWARD:  Well, that's what's 25 
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confusing me, because I'm thinking only 39 more 1 

milestones? 2 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  We'll 3 

have many hundreds of milestones before — 4 

 COMMISSIONER HOWARD:  Okay.  I think that's 5 

all my questions.  Thank you, very much.   6 

 CHAIRMAN HALL:  Commissioner Whitfield. 7 

 VICE CHAIRMAN WHITFIELD:  Thank you, Madam 8 

Chairman.  9 

 Good to have you with us today, and thank you 10 

for that report.  I think you've answered a lot of 11 

our questions that maybe corrected some of our 12 

notions or ideas after reading the report.  You 13 

certainly have, mine, on a couple of occasions 14 

here.   15 

 I guess to say that this is a big fork in the 16 

road is the understatement of the day.  Major fork 17 

in the road, right? 18 

 MR. KEVIN B. MARSH [SCANA]:  We think it's 19 

significant.  We think it's a great benefit to the 20 

project for the remainder of work that has to be 21 

done, and it should put us on sound footing to go 22 

forward.  It was interesting, lengthy, and a very 23 

difficult negotiation, and probably one of the most 24 

difficult I've been through.  I think there was a 25 
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short period of time to try to get these terms 1 

worked out, as it was clear that Westinghouse and 2 

CB&I were on their way to a separation.  So we had 3 

a short window to get this done, but I'm pleased 4 

with where we ended up.  I think we provided some 5 

protections we didn't have before, and some real 6 

incentives for everybody to keep moving forward 7 

effectively.   8 

 VICE CHAIRMAN WHITFIELD:  Well, along those 9 

lines, Mr. Marsh, I think you said early on in your 10 

presentation that you got the message from us in 11 

our Order 2015-661 that we wanted you to move ahead 12 

quickly and try to protect the deadlines on the 13 

federal tax production credits, and also to — we 14 

wanted you to be very aggressive in your 15 

negotiations with the consortium.  So, I guess — 16 

and I was going to ask you, you know, since that 17 

was just one and a half or two months ago, why did 18 

you maybe not hold off and come to us now, but I 19 

guess in answering that question, the big, 20 

significant thing — I guess the biggest significant 21 

thing that you would point to, or any of you for 22 

that matter, is CB&I coming to you and – or you all 23 

somehow figuring out that there was some 24 

disagreement or not all of one accord in the 25 
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consortium, but also CB&I coming to you and somehow 1 

telling you, or somehow you learned, that they 2 

wanted to exit the nuclear construction business. 3 

 MR. KEVIN B. MARSH [SCANA]:  We knew from our 4 

negotiations, which we continued in earnest after 5 

we left the Commission in July, were not 6 

progressing as we would like.  We sensed there was 7 

a building gap between the partners because of the 8 

apparent commercial issues they had, between them.  9 

But when we came to you in July, we did not know of 10 

this option.  We didn't know anything about it 11 

until Westinghouse and CB&I called and said, "We 12 

want to meet with you and Santee Cooper," in that 13 

first week of September, was the first we knew 14 

about this separation. 15 

 VICE CHAIRMAN WHITFIELD:  So, major 16 

development. 17 

 MR. KEVIN B. MARSH [SCANA]:  Major 18 

development, yes, sir. 19 

 VICE CHAIRMAN WHITFIELD:  A couple more 20 

questions, and this may be to you, Mr. Byrne.  21 

What's the duration between the guaranteed 22 

substantial completion dates and the commercial 23 

operation dates of Units 2 and 3?  24 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  They 25 
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should be very similar.  So they will have turned 1 

them over to us and the plants will be up and 2 

operating by the guaranteed substantial completion 3 

dates, and they should correspond pretty well to 4 

the commercial dates. 5 

 VICE CHAIRMAN WHITFIELD:  Should be almost the 6 

same?   7 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  They 8 

should be about the same.  We have about six 9 

months' worth of testing, once the units are 10 

actually physically complete, before they're deemed 11 

as the guaranteed substantial completion date.  So 12 

those dates should be roughly the same. 13 

 VICE CHAIRMAN WHITFIELD:  Thank you.  And I'm 14 

going to go back, I guess, to tell you one of the 15 

things that you've corrected here today.  I was a 16 

little bit — didn't understand or maybe a little 17 

confused about the $86 million in liquidated 18 

damages versus the portion that SCE&G might receive 19 

under the new agreement of $509 million.  You've 20 

got that thing, as you said, five times higher.  21 

But I think between your explanation and 22 

Commissioner Hamilton's question, we've gotten that 23 

answer.  Instead of that being rolled into the $509 24 

million – I kind of was of that thinking prior to 25 
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today – that we would start with a max, SCE&G's 1 

portion, not the whole — I mean, the whole portion 2 

is 926, but SCE&G's portion of 509, I was kind of 3 

under the impression that that 86 was still in 4 

there, but what you told Commissioner Hamilton, 5 

you're kind of wiping the slate clean and going 6 

forward from here.  Is that the way we understand 7 

it now? 8 

 MR. JIMMY E. ADDISON [SCANA]:  That's correct. 9 

 VICE CHAIRMAN WHITFIELD:  Okay.  Also, we've 10 

had several other construction-related questions, 11 

and I don't know that this one got covered.  If it 12 

did, forgive me.  But the Unit 3 submodules — this 13 

would be, I guess, obviously for you, Mr. Byrne — 14 

in your report you've got the production schedule 15 

today of Unit 3, the CA01 and CA20 modules by 16 

Toshiba and Oregon Iron Works, does not support the 17 

construction schedule for the units, and you go on 18 

to say that Westinghouse is formulating plans with 19 

these vendors to mitigate these potential delays.  20 

What can you share about that or what's your 21 

concern about that? 22 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, we 23 

make relatively frequent visits to the facilities 24 

around the Tokyo area, which is Toshiba and IHI, so 25 
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they're kind of splitting the duty on fabricating 1 

those modules, those 47 or so modules for the CA01 2 

unit.  Believe it or not, we did discover in our 3 

visits over there that there were commercial 4 

disputes between CB&I and Toshiba.  Now Toshiba is 5 

the parent company for Westinghouse.  And that was 6 

actually getting in the way of Toshiba completing 7 

some of these modules.  So what we've done — 8 

effectively, done with this agreement is we've 9 

removed CB&I from that equation, and now any 10 

disagreement would be between the parent company 11 

and the daughter company.  So we think we've wiped 12 

the slate clean of those commercial disputes, as 13 

well, and that Toshiba and IHI will be back at work 14 

full force.  We think that IHI has actually picked 15 

up the pace, and we anticipate Toshiba will 16 

similarly pick up the pace.  There's certainly no 17 

question about their capabilities, and their 18 

quality has been very good.   19 

 VICE CHAIRMAN WHITFIELD:  So another benefit 20 

of this new — 21 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  22 

Absolutely. 23 

 VICE CHAIRMAN WHITFIELD:  Yes, sir.  Well 24 

that's encouraging to hear.  In the discussion we 25 
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had about the federal production tax credits — and 1 

I think in Mr. Marsh's original presentation, this 2 

number wasn't on the chart, but I kind of made a 3 

mental note of it here — he mentioned that y'all 4 

were doing away with the bonus for megawatts in 5 

excess of the contractual amount, the original 6 

contractual amount, and I think that Mr. Marsh said 7 

that there was up to $150 million, if I got that 8 

number right, that that number is now gone and 9 

that's all been put into the carrot, if you will, 10 

of them finishing early or before the federal 11 

production tax credits expire. 12 

 MR. KEVIN B. MARSH [SCANA]:  That's correct. 13 

 VICE CHAIRMAN WHITFIELD:  And what was the – I 14 

know that's a lot you had in there, but had that 15 

come to that, what would the actual – how would 16 

that have worked?  I mean, would you have ended up 17 

with extra megawatts that we didn't think?  Or how 18 

would that — 19 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, the 20 

EPC contract had in it a provision that if they 21 

were to produce in excess of 1117 megawatts, for 22 

each unit, that they would get paid a $5 million 23 

bonus per megawatt. 24 

 VICE CHAIRMAN WHITFIELD:  Per megawatt. 25 
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 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Per 1 

megawatt. 2 

 VICE CHAIRMAN WHITFIELD:  Up to a $150 million 3 

cap? 4 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Well, 5 

there wasn't actually a cap.  So what we were 6 

looking at was we were estimating — based on the 7 

information Westinghouse had given to us, we were 8 

estimating what the value of that number was.  And 9 

I think we actually came up with a number of $160 10 

million.  So we think that they're going to, 11 

through efficiencies particularly on the turbine 12 

side, that they're going to be able to produce more 13 

than 1117 megawatts, so we were vulnerable for 14 

that, but it wasn't capped previously, which is one 15 

reason we never really liked that provision, so — 16 

 VICE CHAIRMAN WHITFIELD:  And so now it's 17 

gone. 18 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  It's 19 

gone.   20 

 VICE CHAIRMAN WHITFIELD:  It's gone.  Well, 21 

that's a good thing, too.  I guess, lastly, y'all 22 

did a great job with your presentation showing 23 

Fluor's history, and we certainly know what they've 24 

done with Unit 1 and other generation projects 25 
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you've had here, scrubbers and so forth.  We also 1 

know that a lot of that craft that did Unit 1 has 2 

stayed around either on these projects or gone to 3 

paper mill projects or other large projects here in 4 

South Carolina.  So you certainly have a known 5 

entity you're dealing with here, and you, Mr. 6 

Byrne, cited a couple of other reasons for local 7 

ties, if you will, to the company.  But I guess my 8 

question to you is, now, you're in this transition 9 

period, which hopefully you think is going to close 10 

by the end of the year.  And, anyway, I guess what 11 

I'm trying to say now in this kind of crucial time 12 

period, how do you deal with losing any further 13 

ground right now while you are in this critical 14 

period when you've got a manager on CB&I on the 15 

ground, which they know they're not going to be 16 

there anymore, and you, Mr. Byrne, mentioned there 17 

might be a little – you're concerned about some 18 

possible turmoil when Fluor comes in, between their 19 

engineers or the management and the craft people.  20 

How do you keep from slipping right here where we 21 

are, present day, right now?   22 

 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, 23 

obviously, that's a concern.  And, you know, we 24 

would've anticipated actually losing some time and 25 
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some efficiency with people that now thought their 1 

futures were up in the air.  I thought we did a 2 

fairly effective job, or that the consortium did a 3 

fairly effective job at communicating with their 4 

folks as to what their status was going to be, 5 

going forward.  Most of the craft personnel, we 6 

would desire to retain.  We probably have 3500 7 

contractors at the site now; we'll probably ramp up 8 

to somewhere between 4000 and 4500 sometime next 9 

year, so we're actually going to increase that 10 

staff.  So we really don't want to lose ground on 11 

craft.  So I do think we'll be able to maintain 12 

that craft.  It may sound funny to say this, but 13 

those kind of folks, they're used to working on the 14 

same project for different companies.  So the fact 15 

that they change companies and their checks come 16 

from somewhere else is not unusual.   17 

 Westinghouse and Fluor did share with us that 18 

they were going to ensure that they kept the 19 

benefits and the pay whole for those craft folks, 20 

until they came up with a new benefits package for 21 

them that would be Fluor driven.  So there's going 22 

to be no change for them in that respect, so that 23 

pacifies some of the fears.  And for the folks that 24 

may or may not stay, the field non-manual personnel 25 
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or management leadership, this is their opportunity 1 

to demonstrate to Fluor that they have value.  And 2 

actually, what we have seen on the project is there 3 

have been a couple of good milestones that have 4 

taken place just in the last couple of weeks.   5 

 So, we're spending a lot more time at the 6 

site.  I was out there last week, and I witnessed 7 

them placing some of these shield building panels, 8 

so that's a very important part.  The critical path 9 

runs through the shield building, and they were 10 

actively placing shield building panels while I was 11 

there last week.  So they're not stopping 12 

production while they're worrying about their 13 

futures.  They're still working. 14 

 VICE CHAIRMAN WHITFIELD:  Well, that's 15 

encouraging to hear, because a lot of times when 16 

you have someone on their way out — or even with a 17 

coach — they get out of there abruptly.  So that's 18 

encouraging to hear that they're trying to prove 19 

themselves, and that's encouraging, Mr. Byrne.  20 

Thank all three of you for being here today.   21 

 That's all I've got. 22 

 CHAIRMAN HALL:  Thank you.  I just have two 23 

brief questions.  You seem pretty confident that 24 

the Westinghouse/Stone & Webster deal will go 25 
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through.  But what happens if it doesn't, by that 1 

March 31st deadline? 2 

 MR. KEVIN B. MARSH [SCANA]:  If it doesn't 3 

complete by that March 31 deadline, everything we 4 

negotiated would be null and void.  We'd be back to 5 

the existing contract.  CB&I would not be released.  6 

And we'd have to look for a different way to go 7 

forward.  8 

 We're pretty confident this will get approved.  9 

They're fairly routine filings with the federal 10 

government, just a Hart-Scott-Rodino filing.  And 11 

because Westinghouse is owned by Toshiba, there are 12 

a couple of foreign-ownership filings they have to 13 

go through, but we've got a high level of 14 

confidence that that's not going to be an issue.  15 

That was more for protection in the contract so it 16 

just wouldn't languish forever if they never got 17 

the approvals.  We're moving forward as if it's 18 

going to be approved. 19 

 CHAIRMAN HALL:  Okay, that's excellent.  The 20 

only other question I had was about the dispute 21 

resolution board.  You say the composition of the 22 

board is to be determined.  Is that on the mutual 23 

agreement of the parties, or how is that going to 24 

be determined? 25 
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 MR. STEPHEN A. BYRNE [SCANA/SCE&G]:  Yeah, 1 

mutual agreement of the parties for a three-person 2 

panel, at least one of whom has to be an attorney. 3 

 CHAIRMAN HALL:  Okay.  All right.  Excellent.  4 

Any other questions from Commissioners before I 5 

close?  6 

  [No response]  7 

 Okay.  Gentlemen, thank you so much.  I think 8 

your thorough slides and presentation answered many 9 

questions that we had.   10 

 I want to acknowledge, since I didn't at the 11 

opening, that Ms. Bowyer Hudson is here 12 

representing ORS.  So we appreciate that.   13 

 And if there's nothing else, then we are 14 

adjourned.  Thank you. 15 

[WHEREUPON, at 12:15 p.m., the 16 

proceedings in the above-entitled matter 17 

were adjourned.] 18 

____________________________________ 19 

 20 

 21 

 22 

 23 

 24 

 25 
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• Chicago Bridge & Iron’s desire to refocus business 
 


• Westinghouse’s long-term AP1000 vision  
 
• Increasing lack of cooperation between consortium partners 


 
• Fluor interested in long-term business relationship with 


Westinghouse 


 


How The Deal Came About 
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• Increase Liquidated Damages 


• Meet Deadlines for Production Tax Credits 


• Improve Construction Leadership 


• Resolve Outstanding Claims and Disputes 


• Put Working Relationships on a Stable Footing Going 
Forward 


• Provide Price Certainty 
• Clarify “change in law” provisions 
• Fixed Price Option 


 
 


Goals of Negotiations 
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Order No. 2015-661  
(Prior EPC) Amended EPC Fixed Price Option 


1 Guaranteed Substantial Completion Dates Unit 2 - June 2019 
Unit 3 – June 2020 


Unit 2 - August 2019 
Unit 3 – August 2020 


2 Capital Cost  $5.247 billion 
(2007 $) 


$5.492 billion 
(2007 $) 


$6.757 billion 
(Actual $) 


3 Future Escalation to Westinghouse $794 million $813 million $19 million 


4 Total Expected Project Cost $6.827 billion $7.113 billion $7.601 billion 


5 Liquidated Damages $155 million @ 100%  
$86 million – SCE&G 


$926 million @ 100% 
$509 million – SCE&G 


$676 million @ 100% 
$372 million – SCE&G 


6 Incentives Capacity Performance Related 


Completion Related 
(Capacity Performance bonus removed) 


$550 million @ 100%             $300 million @ 100% 
$303 million – SCE&G            $165 million – SCE&G 


7 Change in Law Language Generally defined Explicitly defined – Formal written adoption of a new statute, 
regulation, requirement, or code or new NRC requirement 


8 Design Control Document Revision 16 Revision 19 


Settlement with Consortium 
All amounts are SCE&G’s costs at 55% unless otherwise noted. 


 


4 
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How We Plan To Move Forward 
• Review Fluor’s assessment of and impact on schedule 


 
• Evaluate value of the risk premium associated with the fixed 


price option 
 


• Update the Office of Regulatory Staff on status of evaluation 
 
• Anticipate filing a petition in first half of 2016 seeking to 


update BLRA schedules to include costs associated with 
amended EPC 
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Specifics of the  
Settlement/EPC  


Amendment 
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• Amendment Date: The amendment is dated as of October 
27, 2015. 
 


• Effective Date:  The amendment becomes effective when 
WEC completes acquisition of the stock of CB&I Stone and 
Webster, Inc. (Stone & Webster). 
 


• Lapse Date:  The amendment lapses if the acquisition is not 
completed by March 31, 2016.   
 


  
 


Effective Date/Lapse 
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• New Guaranteed Substantial Completion Dates (GSCDs):  
• August 31, 2019, for Unit 2 
• August 31, 2020, for Unit 3. 
 


• Increased Liquidated Damages (LDs) (SCE&G’s 55% 
share):  
• Amended Option $509M (6 times original contract 


amount) 
• Fixed Option $372M 


 
 


How Either Option Compares to Prior Arrangement 
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• Amended “change-in-law” provision 
 


• WEC agrees to provide Units that fully meet DCD-Rev.19 aligning 
contract with license.   
 


• Control over and accountability for Consortium will no longer be 
divided between two companies. 
• Fluor responsible for construction 


 
• Equipment warranties are extended to two years past the GSCDs. 


 
• Incentives restructured to focus the construction team on obtaining 


production tax credits 
 


 


How Either Option Compares to Prior Arrangement (Cont.) 
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• The parties cannot sue each other before the GSCD. 
 


• Resolves substantially all disputes and change orders. 
 


• All payments will be milestone-based going forward. 
 


• A dispute resolution board will provide for the prompt resolution 
of commercial disputes. 
• The composition of the board is to be determined. 
• For amounts in excess of $5 million, rulings would affect 


rights during construction only and would lapse at the GSCD.  
 


 


How Either Option Compares to Prior Arrangement (Cont.) 
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      Amended  Fixed 


• Liquidated Damages $509M $372M 


• Project Costs $7.113B $7.601B 


• Increase from 2015 Order $286M $774M 


How the Options Differ 
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• WEC intends to engage Fluor Corporation as a construction manager.  
 


• Fluor was constructor on: 
• Parr Reactor 
• V.C. Summer Unit 1  
• Cope Generating Station 
• Jasper Generating Station 
• Urquhart Units 1 and 2 Repowering  
• Wateree and Williams Station SO2 Scrubbers 


 
• Fluor is already “on-ramping.” 


 
• Fluor is a WEC sub-contractor, not a Consortium member. 


 
 


Involvement Of Fluor 
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Financial 
Overview 
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Components of $286M Increase 


Changes from Order No. 2015-661 (million $) 
Order No. 2015-661 Total  $6,827 


EPC Contract Costs  - Addition of Settlement $137 


EPC Contract Costs  - Uncovered Position on LD's     86 


     Subtotal EPC Costs $223 


Owner's Cost (Associated with Delay) $  22 


Escalation 24 


AFUDC     17 


     Subtotal Other    63 


          Total Change      286 


Revised Total Cost of Project $7,113 
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Components of $774M Increase 


Changes from No. Order 2015-661 (million $) 
Order No. 2015-661 Total  $6,827 


EPC Contract Costs  - Addition to Move to Fixed (Risk Premium) $633 


EPC Contract Costs  - Uncovered Position on LD's 86 


     Subtotal EPC Costs $719 


Owner's Cost (Associated with Delay) $22 


AFUDC   33 


     Subtotal Other    55 


          Total Change       774 


Revised Total Cost of Project $7,601 
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• Fixed Cost Option must be exercised by November 1, 2016 
 


• In its evaluation of the Fixed Cost Option, SCE&G will 
consider: 
• Limitation of Capital Costs Increases  
 
• Elimination of Inflation Risks 
 
• Reduced Likelihood of Future Commercial Disputes 
 
• Fluor’s Review of Work Plan 
 
 


Fixed Option Considerations 
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Questions 
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November 6, 2015 


The Honorable Jocelyn Boyd 
Chief Clerk and Administrator 
Public Service Commission of South Carolina 
101 Executive Center Drive 
Columbia, South Carolina 29201 


Postai: 


Dept 


Date :  /1 
	


/ 
z  


Time:  


El 
Re: Quarterly Report of SCE&G Concerning Construction of V.C. Summer 


Nuclear Station Units 2 and 3 


Dear Ms. Boyd: 


Enclosed please find informational copies of South Carolina Electric and Gas Company's 
(the "Company" or "SCE&G) Quarterly Report (the "Report") for the period ending September 
30, 2015, related to the construction of V.C. Summer Nuclear Stations Units 2 and 3 (the 
"Units"). This Report is being filed with the South Carolina Office of Regulatory Staff ("ORS") 
pursuant to the Base Load Review Act, S.C. Code Ann. § 58-33-277 (Supp. 2014) and the 
provisions of Order No. 2009-104(A) of the Public Service Commission of South Carolina (the 
"Commission"). 


Because this Report contains certain commercially sensitive information, SCE&G is 
filing both redacted (Public) and unredacted (Confidential) versions of this Report with the 
Commission and with ORS. For your convenience, we are providing you with ten (10) copies of 
the Public version of this Report. SCE&G is also providing one (1) copy of the Confidential 
version of this Report and is hereby petitioning the Commission to enter a confidentiality order 
protecting the commercially sensitive information contained therein from disclosure, as set forth 
below. 


The Confidential version of this Report contains confidential information related to the 
pricing and pricing terms of the Engineering, Procurement and Construction Agreement (the 
"EPC Contract") between SCE&G and a consortium consisting of Westinghouse Electric 
Company, LLC and Chicago Bridge & Iron, formerly the Shaw Group, (collectively, the 
"Contractor"). The EPC Contract contains confidentiality provisions that require SCE&G to 
protect proprietary information that the Contractor believes to constitute trade secrets and to be 
commercially sensitive. The Contractor has requested that SCE&G maintain the confidentiality 
of certain information contained in Appendix 2 and Appendix 3. This confidential information 
has been redacted from the Public Version of these appendices. 


CALIFORNIA  /  DELAWARE  /  GEORGIA  /  MARYLAND  /  NORTH CAROLINA  /  SOUTH CAROLINA  /  vmo  M/43  HINGTON D.C. 
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SCE&G looks forward to working with the ORS in its review and audit of this 
information. If you have any questions regarding these matters, please advise. 


Sincerely, 


WOMBLE CARLYLE SANDRIDGE & RICE 
A Limited Liability Partnership 


Belton T. Zeigler 
Partner 


cc: 	The Honorable Jocelyn Boyd 
Shannon Bowyer Hudson, Esquire 
K. Chard Burgess, Associate General Counsel 
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V.C. Summer Nuclear Station Units 2 &3 


Quarterly Report to the South Carolina Office of Regulatory Staff 
Submitted by South Carolina Electric & Gas Company 


Pursuant to Public Service Commission Order No. 2009-104(A) 


c=, 
Quarter Ending September 30, 2015 	0 
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This quarterly report is submitted by South Carolina Electric & as 	'Ilipany- 
(SCE&G or the Company) to the. Public Service Commission of South Carolina (the 
Commission) and the South Carolina Office of Regulatory Staff (ORS). It is submitted in 
satisfaction of the requirements of S.C. Code Ann. § 58-33-277 (Supp. 2014) and the 
terms of Commission Order No. 2009-104(A). This report provides updated information 
concerning the status of the construction of V.C. Summer Nuclear Station (VCSNS) 
Units 2 & 3 (the Units) and provides the current capital cost forecasts and construction 
schedules for the Units as of the close of the quarter. All amounts set forth in this 
Quarterly Report are based on SCE&G's existing 55% interest, except where expressly 
stated to be based upon 100% of the cost. 


In Order No. 2015-661 dated September 10, 2015, the Commission approved 
updated construction and capital cost schedules for the Units. The current schedules and 
forecasts presented in this report are compared against those approved in Order No. 2015- 
661. 


B. October 2015 Settlement 


On October 27, 2015, the EPC Contract was amended to reflect a settlement 
reached by SCE&G and Santee Cooper with the Consortium (the October 2015 EPC 
Amendment). The October 2015 EPC Amendment will become effective when 
Westinghouse Electric Company (WEC) completes its acquisition of the stock of CB&I 
Stone & Webster, Inc. (Stone & Webster) from CB&I but will lapse if the acquisition is 
not completed by March 31, 2016. The principal provisions of the October 2015 EPC 
Amendment include the following: 


1. Resolution of Current Disputes: Substantially all of the outstanding EPC 
Contract disputes will be resolved in exchange for an increase of $165 
million in the fixed component of the EPC Contract and a credit to the 
target component of the contract price of approximately $27 million. 
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SCE&G will make payment to WEC in twelve equal monthly installments 
beginning five days after the effective date of the October 2015 EPC 
Amendment. This does not add to the amounts discussed in paragraphs 13 
or 14 below as there is a true up under either alternative selected. 


2. Substantial Completion Dates: The guaranteed substantial completion 
dates (GSCDs) of the Units will be revised as between the parties to August 
31, 2019 and 2020. 


3. New Liquidated Damages Provisions: New provisions will govern delay-
related liquidated damages and will cap liquidated damages at 
approximately $509 million in aggregate for both Units. For reporting 
purposes, this amount includes the amount that WEC is required to pay 
SCE&G if the Units do not qualify for Federal Production Tax Credits as 
described in paragraph 4 below. The current maximum is $86 million. 


4. Federal Production Tax Credit Completion Bonuses: The Consortium 
will earn a completion bonus for each Unit that is completed in time to 
qualify for Federal Production Tax Credits for new nuclear construction. 
The completion bonus is approximately $151 million per unit. If SCE&G 
does not qualify for Federal Production Tax Credits, then WEC will pay 
SCE&G $137,500,000 per unit. Also, a bonus for megawatts in excess of 
the contractual amount from the existing EPC is eliminated. 


5. Consortium Membership: Stone & Webster will continue to be a 
member of the Consortium as a subsidiary of WEC. However, WEC 
intends to engage Fluor Corporation of Greenville, South Carolina, or one 
or more of its affiliates, as a construction manager for the project. 


6. Parental Guarantees: WEC's parent company, Toshiba Corporation, will 
reaffirm its guaranty of WEC's payment obligations under the EPC 
Contract. WEC's payment obligations are joint and several obligations with 
Stone & Webster. SCE&G and Santee Cooper will waive and cancel 
CB&I's parent company guaranty with respect to the project. 


7. New Milestone Payment Schedule: The parties will develop a revised 
construction milestone payment schedule. This eliminates the contentious 
progress payment schedule in the existing EPC. While the parties are 
developing the revised construction milestone payment schedule, SCE&G 
will make payments of $55,000,000 per month for five months following 
the effective date of the October 2015 EPC Amendment. Thereafter, 
construction milestone payments will be based on the revised construction 
milestone payment schedule. 
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8. Future Change Orders: The Change in Law provisions of the EPC 
Contract will be amended to include language designed to reduce the 
likelihood of future commercial disputes. The current Change in Law 
provisions have been the basis of a number of disputed claims by 
WEC/CB&I. 


9. Design Control Document Revision 19 (DCD 19): The amended EPC 
Contract will expressly state that the project scope includes providing Units 
that meet the standards of the NRC-approved design contained in DCD-19. 
This has been a basis of disputed claims between the parties. 


10.No Interim Lawsuits: The amended EPC Contract would eliminate any 
requirement or ability for the parties to sue each other before substantial 
completion of the project. 


11.Interim Dispute Resolution Board: A dispute resolution board and 
process will be created for resolving commercial claims and disputes. 


12.Equipment Warranties: Equipment warranties have been extended to 
two years past the GSCDs. 


13.The Gross Construction Cost Increase: SCE&G's gross construction 
costs are currently projected to increase by approximately $286 million 
over the $6.8 billion approved by the Commission in September 2015, and 
will bring the projected total gross construction cost of the project 
(including escalation and AFUDC) to approximately $7.1 billion. 


14.Fixed Price Option: SCE&G will have until November 1, 2016, to 
provide notice that they intend to exercise, subject to Commission approval, 
an irrevocable option to amend the EPC Contract to fix the cost for the 
entire scope of work on the project after June 30, 2015, at approximately 
$3.345 billion. This fixed amount excludes a limited amount of work 
within the time and materials component of the contract price. Exercise of 
the option is subject to regulatory approvals. The option cannot be 
exercised until after the effective date of the October 2015 EPC 
Amendment. If the option is exercised: 


a. The aggregate delay-related liquidated damages amount would be 
capped at approximately $186 million per Unit, 


b. The completion bonus amounts would be reduced to $83 million per 
Unit, 


c. Payments made by SCE&G pursuant to paragraphs 1 and 7 above 
will be deducted from the total project cost, and 
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d. SCE&G's gross construction costs would currently be projected to 
increase by approximately $774 million over the amount approved in 
Order No. 2015-661. 


The costs and revised substantial completion dates associated with the 
October 2015 EPC Amendment will only become binding upon the effective date 
of that amendment. They are not reflected in the schedules provided in this 
Quarterly Report. 


C. Structure of Report and Appendices 


The current reporting period is the quarter ending September 30, 2015. The report 
is divided into the following sections: 


Section I: 	Introduction and Summary; 


Section II: Progress of Construction of the Units; 


Section III: Anticipated Construction Schedules; 


Section IV: Schedules of the Capital Costs Incurred Including Updates to the 
Information Required by S.C. Code Ann. § 58-33-270(B)(6) (the 
Inflation Indices); 


Section V: Updated Schedule of Anticipated Capital Costs; and 


Section VI: Conclusion. 


Appendices 1, 2, and 4 to this report contain detailed financial, milestone and 
other information updating the schedules approved by the Commission in Order No. 
2015-661. For reference purposes, Appendix 3 provides a copy of the capital cost 
schedule for the project as approved in Order No. 2015-661. Appendix 5 provides a list 
of the License Amendment Requests (LARs) filed by SCE&G with the Nuclear 
Regulatory Commission (NRC). 


A confidential and a public version of this report and its attachments are being 
provided. Unless otherwise specified, all cost information reflects SCE&G's 55% share 
of the project's cost in 2007 dollars. Attached to the end of the report is a glossary of 
acronyms and defined terms used. 


D. Construction Schedule and Milestones 


Milestones. There are 146 specific BLRA milestones for reporting purposes. As 
of September 30, 2015, 109 milestones have been completed. Of the remaining 
milestones, 23 milestones have been delayed by between one and seven months and one 
has been accelerated. 
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Construction Costs and Cost Forecasts. SCE&G anticipates that by December 
31, 2015, the Company will have spent approximately $285 million less than it originally 
planned to spend as forecasted in the capital cost schedule approved in Order No. 2015- 
661. The present cash flow forecast indicates that the Company will be able to complete 
the Units for $5.2 billion in 2007 dollars, which is the amount approved in Order No. 
2015-661. That amount, however, will increase as described in Section I.B if the October 
2015 EPC Amendment becomes effective. 


Cost Comparisons. In Order No. 2009-104(A), the Commission recognized that 
forecasts of Allowance for Funds Used During Construction (AFUDC) and escalation 
would vary over the course of the project and required those forecasts to be updated with 
each quarterly report. Escalation indices were issued in May 2015 for the period of July 
through December 2014 and have been used in forecasting the construction costs for the 
project that are presented here. 


Chart A below compares the current capital cost forecast to the forecast presented 
in the last quarterly report. This chart shows an increase in Gross Construction Costs of 
$1.5 million over the life of the project. With each quarterly update, a quarter that had 
been subject to the five-year escalation rate becomes subject to the one-year rate. The 
figures reported on Chart A also include the effect of calculating escalation on an 
updated cash flow projection for the project. 


Chart A: Reconciliation of Capital Cost ($000) 


Forecast Item 


Projected A 09/30/15 Projected (&, 06/30/15 


Change 
(Five-Year Average (Five-Year Average 
Escalation Rates) Escalation Rates) 


Gross Construction $6,855,784 $6,854,304 $1,480 


Less: AFUDC $280,680 $285,477 ($4,797) 


Total Project Cash Flow $6,575,104 $6,568,827 $6,277 


Less: Escalation $1,328,466 $1,322,189 $6,277 


Capital Cost, 2007 Dollars $5,246,638 $5,246,638 $0 


Chart B compares the current capital cost forecast to the forecast on which the 
Commission relied in adopting Order No. 2015-661. Chart B shows that the forecasted 
capital cost of the Units in 2007 dollars has remained at $5.247 billion. Due to schedule 
delay, changes in forecasted escalation and AFUDC (see Section I.F. below) the cost of 
the plant in future dollars has increased by approximately $28.9 million since Order No. 
2015-661 was issued. 
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Chart B: Reconciliation of Capital Cost ($000) 


Forecast Item 


Projected (&, 
As Forecasted and 


Change 
09/30/2015 (Five- 


Approved In Order Year Average 
No. 2015-661 Escalation Rates) 


Gross Construction $6,855,784 $6,826,914 $28,870 


Less: AFUDC $280,680 $279,790 $890 


Total Project Cash Flow $6,575,104 $6,547,124 $27,980 


Less: Escalation $1,328,466 $1,300,486 $27,980 


Capital Cost, 2007 Dollars $5,246,638 $5,246,638 $0 


Chart C below shows the current forecast of the cost of the Units compared to the 
cost forecasts underlying the initial BLRA order, which was issued by the Commission in 
2009, and the update orders that the Commission issued subsequently. The decline in 
capital cost forecasts in 2007 dollars between Order No. 2010-12 and 2011-345 reflects 
the removal of Owner's contingency amounts from the forecasts as required by the 
opinion of the Supreme Court of South Carolina in South Carolina Energy Users Comm. 
v. South Carolina Pub. Serv. Comm 'n, 388 S.C. 486, 697 S.E.2d 587 (2010). This chart 
shows that the cost of the project in 2007 dollars has increased by $712 million since the 
initial forecasts and the cost of the project in future dollars is approximately $543 million 
above the initial forecast. 
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Chart C: Summary of Nuclear Filings (billions of $) 


Forecast Item 
Order No. Order Order Order Order Pro ected 


2009- No. No. No. 2012- No. 2015- ga. 
09/30/2015 104(A) 2010-12 2011-345 884 661 


Capital Cost, 
2007 Dollars 


$4.535 $4.535 $4.270 $4.548 $5.247 $5.247 


Escalation $1.514 $2.025 $1.261 $0.968 $1.300 $1.328 


Total Project 
Cash Flow 


$6.049 $6.560 $5.531 $5.517 $6.547 $6.575 


AFUDC $0.264 $0.316 $0.256 $0.238 $0.280 $0.281 


Gross 
Construction $6.313 $6.875 $5.787 $5.755 $6.827 $6.856 


E. 	Escalation Rates 


As provided in Order No. 2009-104(A), the most current one-year inflation indices 
are used to escalate costs occurring in the twelve-month period after the date of each 
quarterly report. The most current escalation indices are found in the Handy-Whitman 
January 2015 update that was issued in May 2015 and reports data for the period July to 
December 2014. Those rates are reflected in this report. The approved capital cost 
targets have been adjusted to reflect the currently reported historical escalation rates. 


As shown on Appendix 4, utility construction cost escalation rates were at 
historically high levels during the period 2005-2008 and have since dropped. Current 
escalation rates are shown below on Chart D. When compared to the previous Handy-
Whitman release, the most recent update shows an upward trend in the one-year average 
rates and a downward trend in the five-year average rates. 
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Chart D: Handy-Whitman Escalation Rates 


Escalation Rate Comparison 


Jan-June 2014 July-Dec 2014 


HW All Steam Index: 


One-Year Rate 2.52% 3.17% 


Five-Year Average 3.21% 2.94% 


Ten-Year Average 4.35% 4.08% 


HW All Steam/Nuclear Index: 


One-Year Rate 2.52% 3.17% 


Five-Year Average 3.21% 2.95% 


Ten-Year Average 4.38% 4.10% 


HW All Transmission Plant Index: 
One-Year Rate 1.68% 2.52% 


Five-Year Average 2.63% 1.88% 


Ten-Year Average 4.05% 3.81% 


F. AFUDC 


Consistent with Order No. 2009-104(A), SCE&G computes AFUDC based on the 
Federal Energy Regulatory Commission (FERC) approved methodology as applied to the 
balance of Construction Work in Progress (CWIP) that is outstanding between rate 
adjustments. SCE&G's projected AFUDC rate is currently 5.49%, compared to the rate 
of 5.68% that applied when Order No. 2015-661 was issued. 


G. Compliance with the Commission-Approved Cumulative Project Cash 
Flow Target 


The current Cumulative Project Cash Flow target for the project was adopted by 
the Commission in Order No. 2015-661. In Order No. 2009-104(A), the Commission 
provided that the applicable Cumulative Project Cash Flow target would be adjusted with 
each quarterly report to reflect updated escalation data. 


Appendix 2 provides the Commission-approved Cumulative Project Cash Flow 
target updated for current escalation data. The cash flow targets through December 2014 
have been updated to reflect actual escalation rates. The cash flow targets for the first 
quarter of 2015 and beyond have been updated based on the most recently available 
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inflation indices, which for purposes of this report, are the indices provided in May 2015 
that report data for the period July through December 2014. When final actual indices for 
2015 become available, the cash flow data for 2015 will be revised to reflect the actual 
escalation rates. 


Appendix 2 compares the approved Cumulative Project Cash Flow target to the 
current cumulative cash flow schedules for the project, which include actual costs where 
available and SCE&G's working forecasts of annual cash flows for future years. 


II. 	Progress of Construction of the Units 


A. 	Construction 


The project continues to maintain an excellent safety record that exceeds industry 
expectations for projects of comparable size. While certain aspects of the work present 
challenges to the completion schedule, overall progress continues with approximately 
3,500 WEC/CB&I personnel and subcontractor workers on site daily. 


Shield Building construction remains a principal focus area for SCE&G's 
oversight of the project. The primary critical path for both Unit 2 and Unit 3 is the 
fabrication of the Shield Building panels supplied by Newport News Industrial (NNI), 
fabrication of the Air Inlet and Tension Rings and completion of Shield Building 
construction. The current schedule for production of the Shield Building panels will 
require remediation to support the current substantial completion dates. A fabrication 
schedule for the Air Inlet and Tension Rings is being prepared. 


WEC/CB&I reported that during the period, NNI began work on Shield Building 
panels in a second facility in the Newport News area. Discussion continues between 
WEC/CB&I and NNI concerning mitigation options for the Shield Building panels. 
These discussions include the possible expansion of the manufacturing facilities at NNI 
to allow additional Shield Building panels to be fabricated by NNI in parallel. SCE&G is 
awaiting confirmation that the Shield Building panel mitigation plan remains viable and 
an indication of the anticipated impact of the mitigation plan on the schedule. 


The Consortium is preparing a revised critical path for the project to reflect current 
schedule information and mitigation plans. 


As to Unit 2, WEC/CB&I recently informed SCE&G that the critical path for the 
Shield Building now runs through receipt of required Shield Building panels and 
construction of the east side of the Shield Building, where it connects to the Auxiliary 
Building, rather than the west side of the Shield Building which was the critical path 
previously. If unmitigated, this shift in critical path will increase the potential for delay 
in the completion of Unit 2 and Unit 3. However, pending review of mitigation options, 
no change in the projected commercial operations date for Unit 2 has been proposed. 
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The secondary critical path for Unit 3 construction includes the successful 
assembly and setting in place of the CA01 modules, and the secondary critical paths for 
both Units' construction includes the construction of the Annex Buildings to support 
energizing of the Units for systems testing. 


During the period, WEC/CB&I initiated a new Project Management Organization 
(PMO) to provide a centralized location and project team on site to coordinate all work 
activities. The PMO's leaders are instituting new approaches to align and focus resources 
and activities and to organize work at the site. 


SCE&G continues to monitor WEC/CB&I's labor productivity. Labor 
productivity continues to be a major challenge for the project. WEC/CB&I is analyzing 
the factors impeding productivity and is repotting on its efforts to resolve this issue. This 
is a focus area for the project. 


1. Unit 2 Inside-Containment Vessel (CV) Construction 


During the period, the Unit 2 CA01 module was successfully lifted and set 
in place within the CV. Module CA01 comprises the compartments for steam 
generators, the pressurizer and a major part of the refueling canal. 


Preparations are being completed to place Layer 5 West concrete within the 
Unit 2 CV. Once this concrete layer is placed and cured, Module CA02 can be 
lifted and set in place within the CV. Module CA02 forms part of the in-
containment refueling water storage tank and pressurizer cubicle wall and is 
substantially complete. 


Realignment work is nearing completion on the section of the north wall of 
the Unit 2 CA20 module that lost alignment during lifting of the module. 
Preparations are underway for the placement of concrete within the walls of that 
module which should occur shortly after the close of the period. Installation of the 
blocks that anchor the Unit 2 CA20 module to its concrete foundation is 
substantially complete. 


2. Unit 2 Containment Vessel (CV) 


Welding of attachment plates for the Unit 2 CV Ring 2 is substantially 
complete. Final completion of that ring has been impacted by delays in the 
delivery of platforms to support equipment and walkways. These platforms must 
be welded onto the ring before it is lifted and set in place and are being fabricated 
off-site by Paxton & Vierling Steel Company of Carter Lake, Iowa. 


The welding of the panels comprising Unit 2 CV Ring 3 is complete and 
work is proceeding on fittings, attachment plates and other requirements. Welding 
and assembly of the Unit 2 CV Top Head, which closes the top of the CV, is 
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approximately 65% complete. Acceptance rates based on the Radiographic 
Testing (RT) of welds on the Units 2 and 3 CV Rings and Top Head remain above 
99%. 


3. Unit 2 Shield Building Construction 


The Reinforced Concrete to Steel Component (RC/SC) panels that form the 
transition between the Shield Building and its concrete foundation (Shield 
Building Course 1) have been installed on their concrete foundations in the 
Nuclear Island (NI) and welded in place. 


Shield Building Courses 2 through 6, each numbering 12 panels, have been 
successfully welded together in pairs in preparation for being lifted and set in 
place on the RC/SC ring. 


At the close of the period, WEC/CB&I had received 86 of 167 Unit 2 
Shield Building panels from NNI. 


4. Unit 2 Auxiliary and Annex Building Construction 


During the period, concrete was placed in the Unit 2 CA22 module to form 
the floor of a large section of the Auxiliary Building. Backfilling is complete 
around the Auxiliary Building and preparations are underway for the placing of 
the mud mat for the adjacent Auxiliary Building Annex. 


The concrete floors for all six battery rooms in the Auxiliary Building have 
been placed. Beam and deck installation continued in the North half of the 
Auxiliary Building. 


WEC/CB&I has determined that a LAR will be required to resolve issues 
related to securing the steam and feed water piping penetrations in Wall 11 of the 
Auxiliary Building from possible tornado damage. WEC/CB&I is evaluating 
engineering options to resolve this issue. 


5. Unit 2 Turbine Building 


The placement of concrete at the 100 foot elevation around the exterior of 
the Turbine Building is complete. Weld-out and bolt-up of structural steel, 
decking, and stairways for the Unit 2 Turbine Building continues. Rebar, 
electrical embeds and electrical grounding are being installed in preparation for 
placing concrete for the Turbine Pedestal. This concrete placement is currently 
scheduled for late in the fourth quarter of 2015 reflecting the technical and 
engineering challenges involved in a single concrete pour of that complexity and 
thickness. 
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6. Unit 3 Nuclear Island (Ni) 


The concrete for Layer C which forms the base for the Unit 3 Shield 
Building was successfully placed. Fabrication and inspection of Modules CB65 
and CB66, which form the Reactor Vessel (RV) Coolant Tank and the associated 
drainage canal, were completed and those modules were lifted and set within the 
CV. 


7. Unit 3 Containment Vessel (CV) Fabrication 


Fabrication of the Unit 3 CV Ring 2 is complete. Welding of the Unit 3 
Ring 3 panels is complete and welding of attachment plates is underway. 
Fabrication of the Unit 3 CV Top Head is approximately 50% complete. 


8. Unit 3 Auxiliary and Annex Buildings 


Placement of walls for the Unit 3 Auxiliary building is on-going and 
Mechanical Module KB13, which comprises the Waste Drain System (WRS) 
Sump Pump, was set in place during the period. 


9. Unit 3 Turbine Building 


The North half of the Unit 3 Turbine Building basemat was placed during 
the period, completing the basemat for that building. Staging, erection and bolt-up 
of Structural Steel Module CH81A for the Unit 3 Turbine Building continues. 
Weld-up of the Unit 3 Lower Condenser internals continues outside the Turbine 
Building footprint. 


10. Cooling Towers 


Cooling Towers 2A, 3A and 3B are substantially complete. Cooling Tower 
2B is 50% complete. Electrical support structures and equipment are being 
installed for the Unit 2 and Unit 3 Pump Basins. 


11. Unit 2 High-Side Switchyard 


Walls for all nine bays in the Unit 2 High-Side Switchyard are complete. 


12. Unit 2-3 Switchyard 


Investigations concerning the root cause of certain capacitor failures in Unit 
2-3 Switchyard were completed and a root cause analysis was being prepared at 
the close of the period. 
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13. Offsite Water System (OWS) 


OWS facility is complete and is undergoing start-up testing. 


14. Workforce 


Currently, approximately 3,500 WEC/CB&I personnel and subcontractor 
personnel are employed on site. Approximately 57% of these jobs are held by 
South Carolina residents. 


B. 	Equipment and Fabrication 


Approximately 85% of the Unit 2 major equipment and 70% of Unit 3 major 
equipment have been delivered to the project. This amounts to approximately 77% of all 
major equipment for the project. During this period, progress continued with integrating 
the equipment into the project. Storage of equipment is an issue which the Consortium is 
addressing in part by securing additional warehouse facilities off-site. 


1. Unit 3 Reactor Vessel 


The Unit 3 Reactor Vessel has been delivered to the site. The Reactor 
Vessel Closure Head is in the process of being shipped to the site. 


2. Unit 3 Reactor Vessel Integrated Head Package 


The Unit 3 Reactor Vessel Integrated Head Package has been delivered to 
the site. 


3. Steam Generators 


During the period, Unit 3 Steam Generator 3B successfully completed 
hydrostatic testing after remediation of issues identified during initial testing. The 
Reactor Coolant Pump (RCP) casing is now being welded to the unit. Unit 3 
Steam Generator 3A is nearing completion with no issues noted. The Unit 2 
Steam Generators are in storage onsite awaiting installation. 


4. Reactor Coolant Pumps (RCPs) 


Engineering and endurance testing of the RCPs has been completed. Post-
test inspections identified an anomaly with the pump impeller. Modifications are 
being made to the RCP impeller to resolve the issue. The current delivery 
schedule for the RCPs supports construction need dates. Nevertheless, this remains 
a focus area for the project. 
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5. Pressurizers 


During the period, the Unit 3 Pressurizer was delivered to the site. 


6. Passive Residual Heat Removal (PRHR) Heat Exchangers 


Supplemental Restraint Bars are being installed in the Unit 2 and Unit 3 
PRHR Heat Exchangers at Mangiarotti's facilities in Italy. These restraint bars 
will provide additional support for internal components of the Units and are 
intended to improve their durability and extend their service life. Progress is 
proceeding as expected and the equipment will be shipped to the site after 
installation of the restraint bars. 


7. Reactor Coolant Loop (RCL) Piping 


Carolina Energy Solutions in Rock Hill, South Carolina completed work on 
the Unit 3 RCL Hot and Cold Leg piping segments. The piping has been prepared 
for shipping and will be delivered when a storage location is identified. 


8. Squib Valves 


Equipment Qualification testing for Squib Valves has concluded and final 
reports are due to be completed by the fourth quarter 2015. Initial indications 
from the testing are positive. Squib valve manufacturing is proceeding in support 
of the current construction schedule. 


9. Transformers 


Unit 3 Step-Up Transformers are in transit and expected to arrive at the site 
during the fourth quarter 2015. The Unit 3 transformers are being dedicated to 
Unit 2 so that they can be installed directly in the Unit 2 transformer bays when 
they arrive on the site. The Unit 2 transformers are in storage onsite and will be 
installed in the Unit 3 transformer bays when those transformer bays are 
completed. 


10. Information Technology 


Site Fiber Optic System. Additional runs of fiber are being installed to 
meet location-specific requests as site development progresses. 


Configuration Management Information System (CMIS). During the 
period, the first deliverable for CMIS was completed. That deliverable was the 
module for routing, review and approval of plant operating procedures. In 
addition, SCE&G is integrating all plant procedures into its FileNet system which 
will house these records after they are drafted and approved through the CMIS 
system. CMIS is also being configured (a) to support the delivery of Engineering 
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Documents from WEC/CB&I to SCE&G, (b) to support the process by which 
WEC/CB&I will turn over other data and documents related to the Units to 
SCE&G, and (c) to accept and house the Master Equipment List (MEL) for the 
Units. The MEL will be used to support the Computerized Maintenance 
Management System (CMMS) which will be the principal work management 
system for the Units. 


Work Management System (VVMS). During the period, SCE&G 
continued integrated testing of the major software modules for the WMS. As 
module testing progresses, issues related to the performance of system software 
and hardware are being identified and addressed. 


Handover and Turnover of Proprietary Information. During the 
period, WEC/CB&I indicated that they are reassessing their approach to the 
handover and turnover of proprietary information to SCE&G. SCE&G is awaiting 
the conclusion of this reassessment to proceed with the work on the handover and 
turnover project. 


11. Module and Shield Building Panel Fabrication and Assembly 


Challenges related to fabrication of submodules continue to be a focus area 
of the project. 


Module Production Schedule. As indicated in Section II.A, the 
fabrication and delivery of Shield Building panels and structural submodules for 
the Unit 3 CA01 module are critical path items for the project. Accordingly, 
production of these panels and submodules, and other structural and mechanical 
modules, remains a very important focus area for the project. SCE&G maintains a 
presence on site at CB&I-LC to monitor activities there and interact with CB&I-
LC leadership on a regular basis. During the period, SCE&G has added an 
additional engineer in Lake Charles. In addition to its other Quality 
Assurance/Quality Control (QA/QC) resources, SCE&G also maintains an 
inspector on site at NNI, MetalTek-SMCI Division (SMCI), and Oregon Iron 
Works/Greenberry. 


During the period, SCE&G learned that work to incorporate certain design 
changes to submodules being constructed at CB&I-LC had been delayed due to a 
commercial dispute between CB&I and WEC concerning responsibility for the 
cost of the changes. SCE&G has responded immediately and directly to 
WEC/CB&I and this issue is now resolved. 


As discussed in Section II.A above, mitigation is required for NNI's 
production of Shield Building panels to support the current construction schedule. 
WEC/CB&I and NNI have developed a mitigation strategy to increase the rate of 
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Shield Building panel production by increasing the fabrication capabilities at the 
NNI site. SCE&G is awaiting confirmation from WEC/CB&I that this mitigation 
strategy remains viable. WEC/CB&I is preparing an updated integrated 
construction schedule to take into account current schedule information and 
mitigation plans. 


Unit 2 Submodules. Fabrication of the Unit 2 CA02 module is 
substantially complete. In the second quarter of 2015 WEC/CB&I decided that 
parts and materials for future Unit 2 CA03 submodules will be shipped from 
SMCI to the Jenkinsville site in kit form where they will be assembled and welded 
together by CB&I personnel. The four Unit 2 CA03 submodules fabricated and 
assembled at SMCI-Lakeland have been received onsite. Seven of the kits to be 
assembled on-site have also been received, resulting in a total of 11 of the 17 
panels or panel kits comprising the Unit 2 CA03 module onsite. 


Unit 2 and Unit 3 Air Inlet and Tension Rings. During the period, the 
Consortium informed SCE&G of its decision to source fabrication of the Shield 
Building Air Inlet and Tension Ring panels for both Units with CB&I-LC. The 
Air Inlet and Tension Rings are located at the top of the vertical wall of the Shield 
Building and are the most complicated parts of that Shield Building structure. 
CB&I-LC is preparing a fabrication schedule for these panels. The October 2015 
EPC amendment discussed in I.B. above could have an impact on this sourcing 
decision. 


Unit 3 Submodules. Work continues on the Unit 3 CA20 submodules at 
Oregon Iron Works and CB&I-LC facilities. Forty-one of 72 submodules for Unit 
3 CA20 have been received on site and of them eleven have been upended and set 
in place in the Module Assembly Building (MAB) for welding and fabrication. 


Six of 47 submodules for the Unit 3 CA01 module have been received 
onsite from the Toshiba & 1111 Corporation facilities in Japan. Two of these 
submodules have been upended and set in place in the MAB for welding and 
fabrication. 


The production schedule to date of Unit 3 CA01 and CA20 submodules by 
Toshiba, MI Corporation, Oregon Iron Works and CB&I-LC does not support the 
construction schedule for the Units. WEC/CB&I is formulating plans with these 
vendors to mitigate these potential schedule delays. 


Four of eight Unit 3 CA05 submodules have been received onsite from 
CB&I-LC. Of these, two have been upended and set in place in the MAB for 
welding and fabrication. 
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Mechanical Modules. During the period, CB&I stopped production of 
mechanical modules at the CB&I-Island Park facilities in Beaumont, Texas and 
transferred production of these modules to CB&I-LC. The reason for doing so was 
the inadequate rate of production at the Island Park facility. To accelerate 
production, CB&I-LC continues to fabricate higher-priority Unit 2 mechanical 
modules on site and to assemble first floor Auxiliary Building mechanical 
modules there. 


Shield Building. Eighty-six out of the 167 panels which will comprise the 
steel walls of the Unit 2 Shield Building were received on site from NNI. Twenty-
three of the Unit 3 Shield Building panels are on site. Issues related to meeting 
targeted tolerances during fabrication and racking during shipping, which were 
reported in the prior quarter, have been resolved. 


Conclusion. Senior management from both SCE&G and WEC/CB&I 
continue to monitor the fabrication and delivery process related to submodules and 
panels. SCE&G maintains permanent resident inspectors at the CB&I-LC facility, 
the SMCI facility, and the NNI facility. The Oregon Iron Works and Greenberry 
facilities share a permanent resident inspector. The fabrication of the submodules 
continues to be an important area of focus for the project. 


C. 	Quality Assurance (QA) and Quality Control (QC) 


1. Overview 


SCE&G's Quality Systems (QS) group continues to focus on the effective 
implementation of Quality Assurance Program (QAP) requirements by structural 
and mechanical module suppliers to the project. As part of this effort, SCE&G has 
increased its focus on CB&I' s surveillance and audit activity at Cives, a supplier 
of commercial grade steel plate and other steel products used in the project, and 
CB&I-Laurens, which fabricates the bundles of piping that are used in the 
production of submodules and mechanical modules. SCE&G also devoted 
resources during the period to reviewing the Nuclear Procurement Issues 
Committee (NUPIC) audits of WEC and CB&I which occurred during the period. 
NUPIC is an international association of nuclear utilities that conducts 
independent audits of companies involved in the nuclear supply chain. The audits 
are conducted using audit teams from member utilities and other experts. 


2. Witness and Hold Point Oversight 


During the prior quarter, SCE&G identified issues regarding the quality of 
parts received from a Mangiarotti's sub-supplier, TW Metals. This finding was 
made during witness and hold point oversight related to the supplemental restraint 
bar modification of the PRHR. During the third quarter, SCE&G personnel visited 
TW Metals to ensure required improvements are being implemented. SCE&G 
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Quality Systems personnel are planning oversight activities at Mangiarotti during 
the fourth quarter 2015 to further assess the quality of parts from TW Metals. 


SCE&G also conducted witness and hold point activities on the 3B Steam 
Generator at Doosan. The activities observed consisted of hydrostatic testing on 
the primary and secondary sides of the steam generator. During the secondary 
side hydrostatic test, leaks were identified in some tube sheet welds. Doosan 
made repairs and completed a satisfactory re-test. 


Witness and hold point oversight was also conducted at Carolina Energy 
Solutions. During this oversight, six Inspections, Tests, Analyses and Acceptance 
Criteria (ITAAC) witness and hold point activities were observed related to a Non-
Destructive Examination (NDE) on the RCP casing suction nozzles. In addition, 
reviews were conducted of RCP Casing final document packages. No significant 
issues were noted during these reviews. 


3. Audits and Surveillance of CB&I Suppliers 


During the period, SCE&G participated in multiple CB&I audits and/or 
surveillances of its vendors, including General Cable, Greenberry Industrial, 
Toshiba, MI, SMCI, and Cives. No significant issues were noted at General 
Cable. There were findings at Greenberry related to control of measuring and test 
equipment, audits, and storage of materials. There were findings issued between 
Toshiba and TH1 related to the corrective action program, Commercial Grade 
Dedication, procedures, non-conformances, and surveillance follow up. One 
finding was issued at SMCI related to coating surface preparation. SCE&G will 
monitor corrective action plans related to each of these findings. 


4. Cives Oversight 


SCE&G personnel increased oversight activities of Cives due to issues 
identified with Cives' sub-suppliers not properly submitting Commercial Grade 
Dedication (CGD) packages as required by the purchase order (PO) with CB&I. 
CB&I has prioritized sub-supplier CGD packages for review and is in the process 
of ensuring all CGD packages are adequate. SCE&G personnel participated on a 
CB&I internal surveillance that was performed to evaluate issues associated with 
the submittal and review of CGD documentation from Cives. As a result of this 
surveillance four findings were issued. The findings were related to weaknesses in 
CB&I's corrective action process, organizational responsibilities, training, and 
inconsistencies in previously reviewed CGD plans. 


5. CB&I-Laurens 


SCE&G personnel participated in CB&I's continuing oversight activities at 
the CB&I-Laurens pipe spool production facility. Currently, CB&I-Laurens is 
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under a self-imposed stop work order related to the implementation of its 
corrective action program. Periodic updates to the status of the stop work order 
are reviewed by SCE&G. The CB&I-Laurens facility is in an advanced phase of 
the resolution plan for the stop work order which allows production and shipping 
to proceed subject to enhanced inspections of completed spools by CB&I 
personnel. In addition, CB&I is planning to conduct a First Article Survey at 
CB&I-Laurens in the near future. A First Article Survey provides a comprehensive 
review of all aspects of the procurement and fabrication process for a component 
to verify that all quality and technical requirements have been met prior to 
shipment. SCE&G will provide independent oversight for the First Article 
Survey. 


6. Storage, Preventive Maintenance and Preservation of Equipment 


SCE&G continued oversight of on-site storage, preventive maintenance and 
preservation of components before and after installation. CB&I has recently 
issued a revised procedure to clarify storage and preservation requirements for all 
components. SCE&G continues to monitor resolution of CB&I's preventative 
maintenance (PM) backlog. CB&I is currently reviewing all components that 
have come on site since July 2014 and is entering them in the PM database to 
ensure that required PM activities are completed. There is no backlog for 
components received prior to July 2014. CB&I anticipates that the PM backlog 
will be resolved by the end of the fourth quarter of 2015. 


7. On-Site Field Observations 


SCE&G personnel focused on field observations of welding and NDE 
activities on sub-modules, containment vessel, verification of piping spools from 
CB&I-Laurens, battery room coating installation, and concrete placement. 
SCE&G also continues to monitor activities related to improving welding 
documentation packages for on-site work. Improvements have been noted during 
the period. 


8. NRC Inspection of WEC 


During the prior quarter, SCE&G Quality Systems management met with 
WEC management at Cranberry, Pennsylvania to discuss the result of a recent 
NRC inspection of WEC's operations. The NRC identified concerns with 
implementation of WEC's QA/QC programs related to audits, corrective action, 
and supplier oversight. During the third quarter of 2015, SCE&G personnel 
assessed the implementation by WEC of the corrective actions identified as part of 
the inspection. 
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9. NUPIC Audit of WEC 


During the period, NUPIC conducted a large scale audit of WEC's Electric 
Quality Programs and Supplier Quality, Engineering Center of Excellence 
(ECoE), and Westinghouse Nuclear Automation business unit, recently renamed 
the Operating Plant Business. As a result, a number of vendor deficiency reports 
were issued to WEC's Electric Quality Programs and Supplier Quality and its 
Engineering Center of Excellence. Most notably, the WEC corrective action 
program was found to have too many overdue issues outstanding. The other 
findings were generally administrative in nature. 


In addition, the NUPIC audit team recommended a NUPIC Joint Utilities 
Limited Scope Audit (LSA) as a follow up to ensure resolution of some of the 
issues. 


Also, the NUPIC audit team recommended the formation of a 
Westinghouse Supplier Improvement Focus Group to work with WEC to assist in 
the ongoing improvements at WEC in accordance with NUPIC recommendations. 


The NUPIC audit concluded that Westinghouse Nuclear Automation is 
effectively implementing its Quality Management System (QMS) program for 
new plant automation design, fabrication, testing and supply of Instrumentation 
and Control (I&C) systems. Two minor deficiencies were identified during the 
audit. Overall the NUPIC audit teams determined that Westinghouse Nuclear 
Automation/Operating Plant Business is effectively implementing its Nuclear QA 
program, which fully meets the purposes of 10CFR50, Appendix B, Quality 
Assurance Criteria for Nuclear Plants. 


10. NUPIC Nuclear Fuels Audit 


SCE&G participated on NUPIC audits of Nuclear Fuels at the Western 
Zirconium facility, and a NUPIC limited scope audit of CB&I corporate. No 
significant issues were noted during these audits. 


D. 	Licensing and Permitting and Regulatory Proceedings 


As licensee for the Units, SCE&G is directly accountable to the NRC for 
contractors meeting nuclear safety-related QA/QC requirements both at the project site 
and at the facilities of its component manufacturers and equipment suppliers worldwide. 
WEC/CB&I, through the EPC Contract, is responsible to SCE&G for making sure that 
these requirements are met. 
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I. 	NRC Inspections 


During the period, the NRC Resident Inspectors issued the Second Quarter, 
2015 Integrated Inspection Report. Two Green Non-Cited Violations (NCVs) 
were documented: (1) 10CFR50, Appendix B, Criterion V, "Instructions 
Procedures and Drawings," for a failure to accomplish required Quality Control 
(QC) routine in-process welding inspections on Safety Related modules in 
accordance with CB&I procedures and AWS codes, and (2) 10 CFR 50, Appendix 
B, Criterion XI, "Test Control," for a failure to incorporate appropriate acceptance 
limits for grout used in repairs for Nuclear Island reinforcement. A Green finding 
is the least significant in the NRC Construction Reactor Oversight Process. It 
qualitatively indicates licensee performance is acceptable and that NRC 
Construction Reactor Oversight Process cornerstone objectives are fully met. 


During the period, the NRC conducted a Mechanical ITAAC Inspection 
focused on Unit 2 and 3 Containment Vessel fabrication and Unit 3 Reactor 
Pressure Vessel (RPV) material properties. There were no findings associated with 
this inspection. 


2. License Amendment Requests (LARs) 


During the period, SCE&G filed three new LARs with the NRC. The NRC 
has granted a total of 37 LARs. Six LARs were granted during the reporting 
period. Sixteen LARs were pending on September 30, 2015. For ease of 
reference, a report that tabulates all the LARs submitted by SCE&G to the NRC as 
of September 30, 2015, is attached as Appendix 5. 


As reported last period, a need was identified for two LARs (LAR 15-09 
and LAR 15-08) related to the use of weldable couplers which were filed during 
this period. LAR 15-09 requests an amendment allowing the use of a newer 
edition (AWS D1.1:2000) of the currently required Structural *Welding Code 
(AWS D1.1:1992) for weld design on structural steel component. LAR 15-09 was 
approved this period. LAR 15-08 requests an amendment to allow testing to 
determine the strength of welded couplers utilizing a combination of partial joint 
penetration and fillet welds. It is under NRC review. The NRC approved a 
Preliminary Amendment Request (PAR) for LAR 15-08 to allow concrete to be 
poured in the Unit 2 CA20 module and some portions of the Shield Building. No 
construction impacts are anticipated from LAR 15-08. 


3. Inspections, Tests, Analyses and Acceptance Criteria (ITAAC) 


During this period, SCE&G submitted four ITAAC Closure Notifications to 
the NRC. Of the 27 submitted ITAAC Closure Notifications, 24 have been 
verified complete and three are under review by the NRC. 
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4. Major Construction Permits 


No major construction-related permits are outstanding. Other construction-
related permits are anticipated to be obtained in the ordinary course of 
administering this project. 


5. 2015 BLRA Update Docket 


On March 12, 2015, SCE&G filed a petition with the Commission to 
establish new BLRA milestone dates for the project and to adopt updated capital 
cost schedules under the authority of S.C. Code Ann. § 58-33-270(E). 


On June 29, 2015, the Company, the ORS, and the South Carolina Energy 
Users Committee (the Settling Parties) submitted a Settlement Agreement to the 
Commission. The Settling Parties agreed that the changes in cost and milestone 
schedules were not the result of imprudence on the part of the utility and 
recommended that the Commission approve the milestone and construction cost 
schedules contained in the March 2015 Update Petition as filed. As part of the 
settlement, SCE&G agreed to base its revised rates filings made beginning in 2016 
on a return on equity of 10.5% rather than 11.0% as approved in Order No. 2009- 
104(A). The lower return on equity is estimated to reduce the revenue generated 
by future revised rates filings by a total of $15 million. Two parties to the 
proceedings, the Sierra Club and CMC Steel South Carolina, did not sign the 
Settlement Agreement. 


On September 10, 2015, the Commission issued Order No. 2015-661 
adopting the new BLRA milestone dates and updated capital cost schedules for the 
project as proposed in SCE&G's March 2015 Update Petition. No party has 
petitioned for rehearing of that order, which is a prerequisite of any appeal. The 
time for such a petition has expired. 


E. 	Engineering 


1. Engineering Completion Status 


As of September 30, 2015, the Units 2 and 3 plant design packages issued 
for construction (IFC) are 92% complete. Delivery of design documents for 
construction continues to be a focus area for SCE&G. 


2. Site Specific Design Activities 


Site specific design work is 94% complete. Design work is associated with 
support of the following site specific systems: Circulating Water System, Power 
Distribution Center, which is part of the Main AC Power System, Uninterruptible 
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Power Supply, Raw Water System (RWS), OWS, Service Building, and High-Side 
Switchyard. 


F. 	Training 


1. Certification of the Plant Simulators as Nuclear Regulatory 
Commission (NRC) -Approved Simulators (CASs) 


SCE&G and WEC are pursuing a dual strategy to provide an NRC-
approved plant simulator for conducting reactor operator licensing exams. One 
part of that strategy involves SCE&G's request that the NRC approve the plant 
simulator as a Commission Approved Simulator (CAS). Approval of the simulator 
as a CAS allows it to be used for operator training and limited licensing purposes. 
SCE&G filed the request for the NRC to approve the simulator as a CAS during 
the prior period. 


During the current period, the NRC staff issued a Request for Additional 
Information (RAT) in support of its Safety Evaluation Report (SER) being 
prepared as part of the CAS certification process. A first phase of the response to 
the RAT was completed during the period. A second phase is anticipated to be 
completed in the next quarter. Certain issues that the NRC staff raised in the RAT 
will require substantive changes to the plant simulators. WEC is preparing 
resolution plans for these issues and schedules for implementing the required 
changes. The NRC staff has suspended work on its SER pending receipt of the 
full RAT response. 


2. Certification of the Plant Simulators as Plant Reference Simulators 
(PRSs) 


A second part of the strategy to obtain an NRC-approved plant simulator to 
support reactor operator licensing involves approving of the plant simulators as 
PRSs. This will allow the plant simulators to be used to support training and 
licensing activities in the near term and to support fuel loading and operation of 
the Units as they are completed. 


During the previous period, Integrated System Validation (ISV) tests in 
support of PRS certification were performed on the plant simulator. ISV results 
are being compiled and the issues identified through that testing are being 
resolved. Discussions continue among Southern Nuclear Company (SNC), 
SCE&G, WEC and the NRC to develop a strategy to accomplish delivery of PRSs 
as soon as possible after this resolution is reached. Currently, resolution is 
projected for second quarter of 2017, which does not support operator licensing 
timelines. The parties are evaluating whether it would be possible to achieve 
earlier PRS certification by certifying the current version of the plant simulator, 
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which is Baseline 7, rather than seeking certification based on Baseline 8 or other 
subsequent versions of the simulators. Certifying Baseline 7 could accelerate the 
approval process and allow the simulator to be used for operator licensing sooner. 
Future versions of the simulator would be certified by the NRC in due course and 
operators would undergo gap training and testing as to the changes between the 
versions. 


3. Simulator Development System (SDS) Installation 


WEC has begun work on the SDS. The SDS will allow simulator engineers 
to test simulator software and trainers to develop and validate simulator training 
materials without interrupting the schedule for the initial licensed operator 
training. 


4. Initial Licensed Operator (ILO) Training 


During the period, SCE&G administered written audit exams on the 21 
members of its first ILO class. Based on the results of those exams, 14 students 
advanced to take the written portion of the official NRC ILO exam. Nine of those 
students passed the exam. A Root Cause Analysis (RCA) of the lower than 
expected pass rate was completed using SCE&G, SNC, and WEC personnel, 
supported by industry training and licensing experts. SCE&G, SNC, and WEC are 
incorporating the findings of the RCA in their training, instruction and testing 
processes and schedules. The students from the first ILO class that did not take or 
did not pass the NRC written exam are being reassigned to other ILO classes. 


The nine successful candidates in this first ILO class will take the simulator 
portion of the licensing exam when the plant simulator is approved either as a 
CAS or a PRS. In the interim, these students are engaged in a continuing training 
program to maintain their knowledge base. In addition, five of the successful 
students have been qualified as instructors and are assisting in training activities. 


Current NRC regulations allow only a 30 day gap between written and 
simulator portions of the licensing exam. It is not known when a licensed or 
approved simulator will be available for the second part of the exam. As a result, 
SCE&G and SNC, in consultation with the Nuclear Energy Institute, are preparing 
a request for the NRC to waive this requirement in reliance on the continuing 
training programs for successful candidates. Requiring the successful candidates 
to repeat the written exam could result in candidate morale and retention issues 
which SCE&G is working to avoid. 


Based on the finding contained in the RCA, the written and integrated 
operator simulator exams for the second ILO class have been rescheduled. Those 
exams were originally scheduled for November of 2016. Current plans are to 
conduct an NRC written exam for the second ILO class in April 2016, then 
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administer a simulator operating exam to both the first and second ILO classes in 
September 2016. This plan is contingent on progress in obtaining approval of a 
plant simulator to be used in the simulator portion of the exam and a favorable 
NRC decision on the waiver of the 30 day rule as to the first ILO class. 


A third ILO class, currently numbering 25 students is scheduled to take the 
NRC written and simulator exam in the fourth quarter of 2017. 


5. 	Maintenance and Technical (M&T) Staff Training 


During the period, trainees in the M&T programs completed the initial 
training sessions for their disciplines including Tier 1 initial training, Tier 2 
common training, and Tier 2 discipline-specific training. With the possible 
exceptions of recently hired employees, all trainees in engineering programs 
completed their orientation and fundamentals training sessions. 


It is anticipated that the Institute of Nuclear Power Operations (INPO) 
Initial Accreditation for the M&T program Accreditation Team Visit (ATV) will 
take place in the fourth quarter of 2016. 


The schedule for development of maintenance training material continues 
to be a challenge and is threatening the current Tier 3 (AP 1000-specific training) 
schedule for maintenance and technical staff. In response, SCE&G is committing 
supplemental personnel and resources to improve the rate of training material 
development. 


Work has begun on a Maintenance Training Skid (MTS) that will be used 
to train instrument and control technicians on plant control systems (Ovation) and 
reactor protection systems (Common Q) training. 


G. 	Operational Readiness 


1. Mission Critical Hiring 


For 2015, SCE&G has identified 71 positions to be filled for the year with 
35 identified as mission critical hires. By the close of the period, 39 positions 
were filled with 27 of those being mission critical. 


2. Programs and Procedures 


SCE&G continues to use the Integrated Operational Readiness Schedule to 
assess its ability to meet Operational Readiness milestones as the project 
progresses. Although the schedule continues to be dynamic, the procedure 
development program is approximately 14% complete. Engineered programs 
continue to be developed per the schedule and targets are being met. 


25 
Quarterly Report: September 30, 2015 







PUBLIC VERSION 


3. Collaborative Equipment Reliability (ER) Program 


The collaborative project with SNC to classify structures, systems and 
components and to establish maintenance strategies for the AP1000 continues. 
Of the 80 AP1000 standard plant systems, Maintenance Rule work is complete on 
79, ER component classification is complete on 78, Preventative Maintenance 
strategy development is complete on 71, and Functional Equipment group 
assignments are complete on 78. This project is expected to be complete by the end 
of 2016. Additional collaboration areas are being pursued to leverage resources. 


4. Materials Procurement 


During the period, SCE&G, WEC, and CB&I came to an agreement on the 
data requirements for the critical spare parts list for the Units. WEC also provided 
the critical spare parts list for the equipment that has been purchased to date. Data 
validation has started and the data appears to meet the requirements. All of the 
data required is not available electronically for the CB&I scope of supply and 
some data will need to be compiled manually. SCE&G and CB&I are negotiating 
the timeframe needed to complete this task. SCE&G anticipates definitive pricing 
for the critical spare parts list after the conclusion of these reviews. 


5. Master Equipment List (MEL)/Component Labeling 


The MEL is a list that identifies the attributes for assets which are permanent 
plant equipment used in the Units. During the second quarter of 2015, WEC 
assigned a dedicated resource to resolve issues related to equipment 
identification and methods to be used to label and tag identified equipment. Work 
was performed late in that quarter to provide the Consortium with specific details 
related to SCE&G's need for a more comprehensive definition of its requirements 
related to the MEL and subsequent labeling of components. Since that time, progress 
has been made to identify MEL components in a more consistent manner, though 
additional work and negotiation with WEC continues in this area. Progress on 
component labeling was slowed due to changes in personnel within CB&I working 
on this project. Additional commercial issues were identified by CB&I related to 
items such as label type, information needed, color coding, and number of labels. 
These matters are under negotiation with CB&I. These issues are addressed in the 
October 2015 EPC Amendment. 


H. 	Change Control/Owners' Cost Forecast 


1. 	Plant Layout Security 


During the period, SCE&G and WEC/CB&I executed Change Order No. 
26 for the work to enhance the physical security of the Units in light of the final 
layout of the plant and facilities. Change Order No. 26 covers Phase 1 and Phase 2 
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of anticipated work. Additional phases of work are anticipated. The cost of this 
change order is $20.4 million and was included in the cost forecasts approved by 
the Commission in Order No. 2015-661 dated September 10, 2015. The costs 
associated with Phases 1 and 2 of plant layout security would be included in the 
settlement reflected in the October 2015 EPC Amendment. 


2. Cyber Security Upgrades Phase II 


SCE&G continues to evaluate options for providing the necessary level of 
cyber security for the Units and continues discussions with WEC/CB&I on their 
required scope of work. SCE&G is evaluating subcontracting certain portions of 
this cyber security work to parties other than WEC/CB&I. This is in response to a 
request by WEC/CB&I that SCE&G agree to excuse two years of schedule delays 
as a consequence of WEC/CB&I undertaking the cyber security project. The 
cyber security estimated cost of $18.8 million was included in the cost forecasts 
approved by the Commission in Order No. 2015-661 dated September 10, 2015. 
The costs associated with cyber security would be included in the settlement 
reflected in the October 2015 EPC Amendment. 


3. Certain Other Change Orders 


Negotiations continued on: (1) the final language for Change Order No. 16 
(delay in receiving the combined operating licenses, Shield Building redesign, 
module redesign, and Unit 2 rock conditions) and (2) Change Order No. 17 
(equipment required to be installed in the OWS for the removal of bromide from 
raw water during treatment, the transfer of certain CB&I start-up construction 
support, Time & Material scopes of work and associated dollars to the Target and 
Firm price categories, and other miscellaneous items). Costs related to Change 
Order 16 were included in the cost forecasts approved by the Commission in 
Order No. 2015-661. There will be no increase to the EPC Contract costs as a 
result of Change Order No. 17. The contractual impacts associated with Change 
Orders No. 16 and 17 would be included in the settlement reflected in the October 
2015 EPC Amendment. 


4. Notice of Change 


During the period, SCE&G received one Notice of Change under the EPC 
Contract. This Notice of Change was related to certain aspects of the work for the 
Initial Test Program for the Units that WEC/CB&I contends is outside of the 
current EPC Contract costs. The parties continue to discuss this scope of work 
and the associated notice. The costs associated with this notice would be included 
in the settlement reflected in the October 2015 EPC Amendment. 
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5. Shield Building Mitigation 


As possible mitigation for delay in Shield Building panel fabrication, CB&I 
has asked NNI to consider expanding its manufacturing facility to allow additional 
panels to be worked in parallel. The estimated cost of the Shield Building 
mitigation is $12.1 million and was included in the cost forecasts approved by the 
Commission in Order No. 2015-661 dated September 10, 2015. SCE&G is 
awaiting confirmation that the Shield Building mitigation plan remains viable. 
The costs associated with Shield Building mitigation would be included in the 
settlement reflected in the October 2015 EPC Amendment. 


6. Ovation and Common Q Instrumentation and Control (I&C) 
Maintenance Training Systems 


During this period, Change Order No. 22 was executed for the Common Q 
I&C Maintenance Training System at a cost of $816,334. These maintenance 
training systems are required to support training and software maintenance on the 
Ovation and Common Q systems without interfering with the use of the primary 
systems for operations. The cost of a combined Ovation and Common Q system 
was included in the cost forecasts approved by the Commission in Order No. 
2015-661 in a total amount of $880,000. SCE&G continues discussions with 
WEC on the scope of work for the Ovation Maintenance Training system change 
order and requested WEC to provide updated cost information for a scaled down 
version of the Ovation training system. The costs associated with Ovation 
Maintenance Training System would be included in the settlement reflected in the 
October 2015 EPC Amendment. If SCE&G selects the fixed price option as 
described in Section I.B.14 above, then the costs associated with the Common Q 
Change Order No. 22 would be included in the settlement reflected in the October 
2015 EPC Amendment because a Change Order has been executed. 


7. Simulator Development System (SDS) 


During this period, SCE&G and WEC/CB&I executed Change Order No. 
23 under which WEC/CB&I will provide SCE&G with an SDS to serve as a 
platform for upgrades, modifications and routine maintenance of the PRS 
software. The SDS will include a complete copy of the PRS software which can be 
serviced and modified without interfering with the use of the PRS for training and 
testing purposes. The cost of this change order was $930,393. This change order 
was included in the cost forecasts approved by the Commission in Order No. 
2015-661. The estimated amount of this change order as included in those 
forecasts was $605,000. If SCE&G selects the fixed price option as described in 
Section I.B.14 above, then the costs associated with the SDS would be included in 
the settlement reflected in the October 2015 EPC Amendment. 
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8. Warehouse Fire Safety 


During this period, SCE&G continued to negotiate a draft change order 
with WEC/CB&I regarding the Warehouse Fire Safety to upgrade the remote 
monitoring capabilities of the fire and security systems in three of the on-site 
warehouses that serve the project. This upgrade will promote safety and increase 
the limits of available insurance coverage. The cost of the change order is 
estimated to be $121,000 and this amount was included in the cost forecasts 
approved by the Commission in Order No. 2015-661. This change order would be 
included in the settlement reflected in the October 2015 EPC Amendment. 


9. Corrective Action Program Interface (CAP-I) 


The CAP-I provides for the administrative interface during construction 
between SCE&G's corrective action prop -am and WEC/CB&I's comparable 
programs. After negotiations with WEC/CB&I over the scope of work and costs, 
Change Order No. 25 for 2015 CAP-I costs was executed in the amount of 
$143,286. Going forward, SCE&G anticipates change orders for CAP-I to be 
executed annually. CAP-I costs arose after the March 2015 Update Petition and 
were not included in the forecasts approved by the Commission in Order No. 
2015-661. If SCE&G selects the fixed price option as described in Section I.B.14 
above, then the costs associated with CAP-I would be included in the settlement 
reflected in the October 2015 EPC Amendment. 


10. Redefinition of the Wetlands Boundaries 


Due to a change in the site's wetland boundaries, CB&I was required to 
relocate two structures on the transmission line between V.C. Summer Switchyard 
2 and the Unit 2 and 3 transformer high side switchyards. Change Order No. 24 
for this work was executed this period at a cost of $5,271. These costs arose after 
the March 2015 Update Petition and were not included in the forecasts approved 
by the Commission in Order No. 2015-661. If SCE&G selects the fixed price 
option as described in Section I.B.14 above, then the costs associated with this 
change order would be included in the settlement reflected in the October 2015 
EPC Amendment. 


11. Patient Protection and Affordable Care Act (ACA) 


During the period, SCE&G received a draft change order from WEC for its 
increase in health care costs attributable to the ACA for 2014 in the amount of 
$106,333. SCE&G anticipates receiving separate, annual change orders for cost 
impacts due to ACA from WEC and CB&I. The cost of change orders for these 
costs over the full term of the project was included in the cost forecasts approved 
by the Commission in Order No. 2015-661 dated September 10, 2015, in the 
amount of $2.2 million. If SCE&G selects the fixed price option as described in 
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Section I.B.14 above, then the costs associated with the ACA for 2014 would be 
included in the settlement reflected in the October 2015 EPC Amendment. 


Transmission 


1. VCS2-Lake Murray 230 kV Line No. 2 and Segment of the 
VCS2-St. George 230kV Line No. 1 


The VCS2-Lake Murray 230 kV Line No. 2 is energized. SCE&G plans to 
energize the segment of the VCS2-St. George 230 kV Line No. 1 that was built as 
a part of this project when the remaining segment of the VCS2-St. George 230 kV 
Line No. 1 has been completed. 


2. The Remaining Segment of VCS2-St. George 230 kV Line No. 1 
and the VCS2-St. George 230 kV Line No. 2 


The VCS2-St. George 230 kV Line No. 2 segment between VCS2 and the 
Lake Murray Substation is complete. Construction of both the No. 1 and No. 2 
lines from the Lake Murray Substation to the point where they cross Interstate 20 
towards the site of the new Saluda River Substation is complete and is continuing 
on the Saluda River Substation side of Interstate 20. During the period, 
construction continued for both the No. 1 and No. 2 lines in the Dixiana area 
moving south toward Gaston and construction of this approximate 6.5 mile 
segment is expected to be complete by fourth quarter 2015. 


3. St. George Switching Station 


During the period, all concrete foundations and grounding for the St. 
George Switching Station were installed. The control house for the station was 
delivered and set in place and the relay panels, AC and DC panels, and batteries 
were installed in the control house. All steel structures, disconnect switches, 
lightning masts, bus support insulators, and lightning arrestors were installed. The 
potential transformers, power pot transformers, and power circuit breakers were 
installed and connected with ACSR conductor. The current scheduled completion 
date is June 2016. 


4. Saluda River Substation 


Construction of the Saluda River 230/115 kV Substation is substantially 
complete and the substation entered into commercial operation on August 14, 
2015. 
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5. Canadys-Sumter 230 kV line 


During the period, construction activities continued on the rebuilding of the 
Canadys to St. George segment of the Canadys-Sumter 230 kV line to increase the 
capacity of the line. This segment consists of approximately 10.5 miles and will 
fold into the new St. George Switching Station. Construction activities during the 
quarter included continued installation of access roads, protective mats in wetlands 
areas, and other construction access facilities. Also, delivery of construction 
materials began and the steel pole structures were delivered to the construction site 
where they were framed in preparation for installation. The scheduled completion 
date is mid-2016. 


6. Wateree-St. George-Williams 230 kV line 


During the period, construction activities began on the rebuilding of the St. 
George to Summerville segment of the Wateree-St. George-Williams 230 kV line 
to increase the capacity of the line. This segment consists of approximately 30.5 
miles and will fold into the new St. George Switching Station. Construction 
activities during the quarter included installation of access roads, protective mats 
in wetlands areas, and other construction access facilities in preparation for the 
delivery of construction materials. The scheduled completion date is late 2017. 


M. Anticipated Construction Schedules 


The milestone schedule approved in Order No. 2015-661 establishes a new 
substantial completion date for Unit 2 of June 19, 2019, and a new substantial completion 
date for Unit 3 of Rule 16, 2020. Those continue to be the operative milestone dates for 
the project but schedule mitigation will be required in several areas to meet them. By the 
close of this period, 109 of the 146 milestones for reporting purposes are complete. Of 
the remaining 37, 23 have been delayed between one and seven months compared to the 
schedule for the project as approved in Order No. 2015-661. None are outside of 
approved schedule contingencies. 


Appendix 1 to this quarterly report lists and updates each of the specific 
milestones constituting the anticipated construction schedules for the Units pursuant to 
S.C. Code Ann. § 58-33-270(B)(1) and Order No. 2015-661. 


IV. 	Schedules of the Capital Costs Incurred Including Updates to the 
Information Required by S.C. Code Ann. § 58 -33-270(B) (6) (the Inflation 
Indices) 


The Capital Costs section of this report (Section IV.A) provides an update of the 
cumulative capital costs incurred and forecasted to be incurred in completing the project. 
These costs are compared to the cumulative capital cost targets approved by the 
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Commission in Order No. 2015-661. The approved capital cost targets have been 
adjusted to reflect the currently reported historical escalation rates. There has not been 
any use by the Company of the capital cost timing contingencies that were approved by 
the Commission in Order No. 2009-104(A). The Inflation Indices section (Section IV.B) 
of this report provides updated information on inflation indices and the changes in them. 


A. Capital Costs 


Appendix 2 shows the Cumulative Project Cash Flow target as approved in Order 
No. 2015-661 and as updated for escalation and other Commission-approved adjustments 
under the heading "Per Order 2015-661 Adjusted." 


Appendix 2 also shows the cumulative cash flow for the project based on actual 
expenditures to date and the Company's current forecast of cost and construction 
schedules under the heading "Actual through September 2015 plus Projected." 


As shown on Appendix 2, the projected expenditure for the project for the 12 
months ending December 31, 2015, is approximately $654 million. As shown on 
Appendix 2, line 39, the cumulative amount projected to be spent on the project as of 
December 31, 2015, is approximately $3.477 billion. As shown on Appendix 2, line 18, 
the Cumulative Project Cash Flow target approved by the Commission for year-end 2015 
adjusted for current escalation is approximately $3.777 billion. As a result, the 
cumulative cash flow at year-end 2015 is approximately $300 million less than the target. 


For comparison purposes, Appendix 3 sets out the cash flow schedule for the 
project as it was approved in Order No. 2015-661. Appendix 3 does not include any 
adjustments to the cash flow schedule for changes in inflation indices or adjustments in 
capital cost schedules made by the Company. The AFUDC forecast presented in 
Appendix 3 is the AFUDC forecast that was current at the time of Order No. 2015-661. 


B. Inflation Indices 


Appendix 4 shows the updated inflation indices approved in Order No. 2009- 
104(A). Included is a history of the annual Handy-Whitman All Steam Index, South 
Atlantic Region; the Handy-Whitman All Steam and Nuclear Index, South Atlantic 
Region; the Handy-Whitman All Transmission Plant Index, South Atlantic Region; and 
the Chained GDP Index for the past 10 years. 


V. 	Updated Schedule of Anticipated Capital Costs 


The updated schedule of anticipated capital costs for Units 2 and 3 is reflected in 
Appendix 2. 
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VI. Conclusion 


As indicated above, the scheduled completion dates for Units 2 and 3 are June 19, 
2019, and June 16, 2020 respectively, but as between the parties will change to August 
31, 2019 and 2020 if the October 2015 EPC Amendment becomes effective. The total 
project capital cost is now estimated at approximately $5.2 billion (SCE&G's portion in 
2007 dollars) or $6.9 billion including escalation and allowance for funds used during 
construction (SCE&G's portion in future dollars). These costs are currently projected to 
become $5.5 billion and $7.1 billion, respectively if the October 2015 EPC Amendment 
becomes effective. 


The Company maintains a staff that monitors the work of its contractors and 
continues to monitor closely areas of concern related to the cost and schedule for the 
project. SCE&G continues to work diligently to ensure that the project is completed 
safely, that substantial completion dates are met, and that all costs are reasonable. The 
Company will continue to update the Commission and the ORS of progress and concerns 
as the project proceeds. 
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GLOSSARY OF ACRONYMS OR DEFINED TERMS 


Acronym or 
Defined Term 


Reference 


ACA Affordable Care Act. 


AFUDC Allowance for Funds Used During Construction. 


AP 1000 The WEC designed Advanced Pressurized water nuclear reactor of approximately 1000 
megawatts generating capacity. 


APOG A group of utilities who have submitted applications for AP1000 COLs. 


ATV Accreditation Team Visit- performed by the INPO. 


BLRA The Base Load Review Act, S.C. Code Ann. § 58-33-210 et seq. (Supp. 2009). 


CA The designation for specific pre-fabricated structural modules that form part of the 
reactor building or auxiliary building, such as Module CA20. 


CAP Corrective Action Program. 


CAP-I Corrective Action Program Interface. 


CAR A Corrective Action Report related to design, engineering or construction of the Units, or 
related processes, that must be corrected. 


CAS Commission(NRC)-Approved Simulators. 


CB&I Chicago Bridge & Iron, a sub-contractor on the project which, upon acquisition of the 
Shaw Group, became a member of the Consortium and a prime contractor on the project. 


CB&I-LC CB&I Lake Charles - the module fabrication unit formerly known as Shaw Modular 
Solutions or SMS and located in Lake Charles, Louisiana. 


CB&I 
Services 


A subsidiary of CB&I that is fabricating the containment vessels on site under contract 
with Westinghouse. 


CBS Carolina Energy Solutions, a subcontractor located in Rock Hill, South Carolina. 
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GLOSSARY OF ACRONYMS OR DEFINED TERMS 


Acronym or 
Defined Term 


Reference 


CGD Commercial Grade Dedication. 


CMIS Configuration Management Information System. 


CMMS Computerized Maintenance Management System. 


COLs Combined Operating Licenses for construction and operation of a nuclear unit issued by 
the NRC. 


COLA A Combined Operating License Application. 


Commission The Public Service Commission of South Carolina. 


Consortium The joint venture between WEC and CB&I to construct the Units under the terms of the 
EPC Contract. 


CR A Condition Report communicating and memorializing concerns with the design, 
engineering or construction of the Units, or related processes, which in some cases can 
become the basis for a Corrective Action Report. 


_ 


CV The Containment Vessel which provides containment for the reactor vessel and 
associated equipment. 


CVBH The Containment Vessel Bottom Head that forms the bottom of the Containment Vessel. 


CWLP Construction Work in Progress. 


CWP Circulating Water Pipe. 


CWS The Circulating Water System —the system that will transport waste heat from the 
turbines to the cooling towers. 


Cyber Security Technologies, processes and practices designed to protect networks, computers, programs 
and data from attack, damage or unauthorized access. 
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GLOSSARY OF ACRONYMS OR DEFINED TERMS 


Acronym or 
Defined Term 


Reference 


DCD Design Control Document which is approved by the Nuclear Regulatory Commission 
and sets forth the approved design of a nuclear reactor. 


Departures Departures are minor deviations from the approved Design Control Document included 
in the licensing basis for the Units that do not rise to the level requiring a LAR. 


ECoE WEC's Engineering Center of Excellence. 


EMD Electro-Mechanical Division of Curtiss-Wright Corp., the sub-contractor for the Reactor 
Coolant Pumps. 


EPA The United States Environmental Protection Agency. 


EPC Contract The Engineering, Procurement and Construction Agreement for construction of the Units 
entered into by SCE&G and WEC/CB&I. 


ER Equipment Reliability. 


ERB The Emergency Response Building which provides office space and housing for the 
emergency response personnel and equipment for all three units. 


Exit 
Debriefing 


A meeting held between the NRC and the licensee at the conclusion of an NRC 
inspection to discuss the results of the inspection. 


FERC The Federal Energy Regulatory Commission. 


Fixed/Firm Prices under the EPC Contract which are either fixed or are firm but subject to defined 
escalation rates. 


GDP Gross Domestic Product. 


HFE/ISV Human Factors Engineering/Integrated Systems Validation —part of the development of a 
training simulator for the Units. 


HL or Hot Leg That part of the Reactor Cooling Loop that transports steam to the steam generators. 
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GLOSSARY OF ACRONYMS OR DEFINED TERMS 


Acronym or 
Defined Term 


Reference 


HLD Heavy Lift Derrick - the derrick that was erected on site to move large modules and 
equipment. 


IBF Subcontractor of Tioga that manufactures the Reactor Coolant Loop piping. 


I&C Instrumentation and Control. 


ICN ITAAC Closure Notification — the letter from the licensee to notify the NRC that an 
ITAAC is complete in accordance with 10 CFR 52.99(c)(1). 


IFC Issued for Construction — engineering drawings that include information necessary for 
construction of specific structures, systems and components. 


ILO Initial Licensed Operator. 
- 


INPO Institute of Nuclear Power Operations. 


IPS Integrated Project Schedule for licensing and construction of the Units. 


ISV Integrated Systems Validation. 


ITAAC Inspections, Tests, Analyses, and Acceptance Criteria which are the inspections, tests, 
analyses and acceptance criteria that the NRC has determined to be necessary and 
sufficient to demonstrate that a nuclear unit has been constructed and will operate in 
conformity with the COLs, the Atomic Energy Act of 1954, as amended, and the NRC's 
regulations. 


LAR License Amendment Request — A formal request made by VCSNS to amend the 
combined operating license, its appendices, or its associated bases. 


LNTP Limited Notice to Proceed authorizing a vendor to commence specific work. 


LSA Limited Scope Audit. 
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Acronym or 
Defined Term 


Reference 


LSS Limited Scope Simulator —a training simulator with limited functionality that can be used 
for the initial stages of operator training. 


M&T Maintenance and Technical. 


MTS Maintenance Training Skid. 


MAB Module Assembly Building - a building on site where large modules will be constructed 
and equipment will be prepared for installation in a space that is protected from the 
elements. 


Mangiarotti Mangiarotti Nuclear, S.p.A. 


MEL Master Equipment List — a list that identifies the attributes for assets which are permanent 
plant equipment used in the plant. 


NCV Non-Cited Violations. 


NDE Non-Destructive Examination. 


NET Nuclear Energy Institute. 


NI. Nuclear Island, comprising the steel containment vessel, the reactor building, and the 
auxiliary building. 


NLC Nuclear Learning Center - a training facility operated by SCE&G at the Jenkinsville site. 


NLO Non-Licensed Operator. 


NND The New Nuclear Deployment Team within SCE&G. 


NNI Newport News Industrial - a module fabrication subcontractor to WEC/CB&I. 


NON Notice of Non-confonnance. 


38 
Quarterly Report: September 30, 2015 







PUBLIC VERSION  
ATTACHMENT 1  


GLOSSARY OF ACRONYMS OR DEFINED TERMS 


Acronym or 
Defined Term 


Reference 


NPDES National Pollutant Discharge Elimination System. 


NRC The United States Nuclear Regulatory Commission. 


NUPIC Nuclear Procurement Issues Committee—An international association of nuclear utilities 
that conducts independent audits of companies involved in the nuclear supply chain. 


ORS South Carolina Office of Regulatory Staff. 


OWS Off Site Water System — the system that withdraws water from Monticello Reservoir and 
provides potable and filtered water for the Units. 


PAR Preliminary Amendment Request - A formal request made by VCSNS which allows 
VCSNS to proceed at its own risk with work consistent with an amendment request 
contained in an LAR prior to approval. 


PDC Power Distribution Center - prefabricated, modular enclosures housing electrical 
equipment such as switchgear, motor control center equipment and other auxiliary 
equipment. 


Pike Pike Energy Solutions, a contractor for transmission and switchyard related work. 


PM Preventative Maintenance. 


PM0 Project Management Organization. 


PO Purchase Order. 


PRA Probabilistic Risk Assessment. 


PRHR The Passive Residual Heat Removal Heat Exchanger unit —a heat exchanger unit that is 
part of the passive safety system which provides cooling to the AP1000 reactor during 
emergency situations. 
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Acronym or 
Defined Term 


Reference 


PRS Plant Reference Simulator — a training simulator with full functionality that can be used 
in all stages of operator training. 


PWS The Potable Water System - which provides potable water to the site. 


QA Quality Assurance — The planned and systematic activities implemented in a quality 
system so that the quality requirements for a product or service will be fulfilled. 


QAP Quality Assurance Program. 


QA/QC Quality Assurance/Quality Control. 


QC Quality Control — The observation techniques and activities used to fulfill requirements 
for quality. 


QMS Quality Management System. 


QS Quality Systems. 


RAT Requests for Additional Information issued by the NRC staff to license applicants. 


RCA Root Cause Analysis — identification and evaluation of the reason for non-conformance, 
an undesirable condition, or a problem which (when solved) restores the status quo. 


RC/SC Reinforced Concrete to Steel Component. 


RCL The Reactor Coolant Loop — the piping and related equipment that transports heat from 
the reactor to the steam generator. 


RCP The Reactor Cooling Pump which forms part of the Reactor Coolant System. 
.._ 	. 


RCS The Reactor Coolant System — the complete system for transferring and transporting heat 
from the reactor to the steam generator. 


RFI Requests for Information issued by the NRC staff to licensees. 
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Acronym or 
Defined Tenn 


Reference 


ROW Right-of-way. 


RT 
Radiographic Testing — a nondestructive testing method of inspecting materials for 
hidden flaws by using the ability of short wavelength electromagnetic radiation (high 
energy photons) to penetrate various materials. 


RV Reactor Vessel. 


RWS Raw Water System — the system for withdrawing and transporting raw water from the 
Monticello Reservoir. 


SAT Site Acceptance Testing. 


SCDHEC The South Carolina Department of Health and Environmental Control. 


SCDNR The South Carolina Department of Natural Resources. 


SCE&G or 
The Company 


South Carolina Electric & Gas Company. 


SCPSC The Public Service Commission of South Carolina. 


SDS Simulator Development System. 


SER Safety Evaluation Report--a report submitted to the NRC. 


SMCI MetalTek-SMCI Division. 


SMS Shaw Modular Solutions, LLC. 


SNC Southern Nuclear Company — a subsidiary of Southern Company and licensed operator of 
the Vogtle Nuclear Units and two other nuclear plants. 


SRO Senior Reactor Operator. 


SROC Senior Reactor Operator Certification. 
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Acronym or 
Defined Term 


Reference 


Target Costs under the EPC Contract where targets have been established but where SCE&G 
pays actual costs as incurred. 


TEi Thermal Engineering International — a subsidiary of Babcock Power which manufactures 
moisture separator reheaters and other power plant equipment. 


Units V. C. Summer Nuclear Station Units 2 & 3. 


Update Docket A proceeding under the BLRA seeking Commission approval of updated cost and 
construction schedules for the Units. 


UPS Uninterruptible Power Supply. 


URI Unresolved Items — A term used by the NRC during inspections for items that require 
further action. 


USACOE The United States Army Corps of Engineers. 


VCSNS or 
VCSN 


V. C. Summer Nuclear Station. 


WEC Westinghouse Electric Company, LLC. 


WEC/CB&I The consortium formed by Westinghouse Electric Company, LLC and CB&L 


WMS Work Management System. 


WRS Waste Drain System. 


WTP The off-site Water Treatment Plant which will take water from Lake Monticello and treat 
it to potable water standards. 


WWS The Waste Water System — the system for collection, treatment and disposal of domestic 
waste water generated on site. 
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YFS The Yard Fire System — the system that provides fire detection and protection outside of 
the plant. 


ZBS The Offsite Power System —the system which provides electrical power to the site. 
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APPENDIX 1  


V. C. Summer Nuclear Station Units 2 & 3 


Quarterly Report to the South Carolina Office of Regulatory Staff 
Submitted by South Carolina Electric & Gas Company 


Pursuant to Public Service Commission Order No. 2009-104(A) 


Quarter Ending September 30, 2015 


Appendix 1 lists and updates each of the milestones which the Commission 
adopted as the Approved Construction Schedule for the Units, pursuant to S.C. Code 
Ann. § 58-33-270(B)(1) in Order No. 2015-661. Appendix 1 provides columns with the 
following information: 


1. Milestone tracking ID number. 
2. The description of the milestone as updated in Order No. 2015-661. 
3. The BLRA milestone date as approved by the Commission in Order No. 2015- 


661. 
4. The current milestone date. 
5. For each completed milestone, the date by which it was completed. For 


milestones completed prior to the current reporting quarter, the milestone entry is 
shaded in gray. For milestones completed during the current reporting quarter, the 
milestone entry is shaded in green. 


6. Information showing the number of months, if any, by which a milestone has been 
shifted. For milestones with planned completion dates that vary in days instead of 
months, the milestone entry is shaded in yellow. 


7. Information as to whether any milestone has been shifted outside of the +18/-24 
Month Contingency approved by the Commission. 


8. Notes. 


On the final page of the document, there is a chart summarizing milestone completion 
and movement comparing the current milestone date to the milestone date approved in 
Order No. 2015-661. This movement is shown for only the milestones that have not been 
completed. 
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Appendix 1 
VC Summer Units 2 and 3 


Tracking 
ID Order No. 2015-661 Description 


Order No. 
2015-661 


15-3Q 
Targeted 
Milestone 


Completion 


Date 


Actual 
Completion 


Date 


Delta Months 
from Order 


No. 2015-661 


Date 


Outside 
.181-24 
Months 


Contingency? Notes 


1 Approve Engineering Procurement and Construction Agreement Complete 5/23/2008 No 


2 


Issue POs to nuclear component fabricators for Units 2 & 3 


Containment Vessels Complete 12/3/2008 No 


3 


Contractor Issue PO to Passive Residual Heat Removal Heat 


Exchanger Fabricator - First Payment - Unit 2 Complete 8/18/2008 No 


4 Contractor Issue PO to Accumulator Tank Fabricator - Unit 2 Complete 7/31/2008 No 


5 Contractor Issue PO to Core Makeup Tank Fabricator - Units 2 & 3 Complete 9/30/2008 No 
6 Contractor Issue PO to Squib Valve Fabricator - Units 2 & 3 Complete 3/31/2009 No 


7 Contractor Issue PO to Steam Generator Fabricator - Units 2 & 3 Complete 5/29/2008 No 


8 


Contractor Issue Long Lead Material PO to Reactor Coolant Pump 


Fabricator - Units 2 & 3 Complete 6/30/2008 No 
9 Contractor Issue PO to Pressurizer Fabricator - Units 2 & 3 Complete 8/18/2008 No 


10 


Contractor Issue PO to Reactor Coolant Loop Pipe Fabricator - First 


Payment - Units 2 & 3 Complete 6/20/2008 No 


11 


Reactor Vessel Internals - Issue Long Lead Material PO to Fabricator - 


Units 2 & 3 Complete 11/21/2008 No 


12 


Contractor Issue Long Lead Material PO to Reactor Vessel Fabricator 


- Units 2 & 3 Complete 5/29/2008 No 


13 


Contractor Issue PO to Integrated Head Package Fabricator - Units 2 


& 3 Complete 7/31/2009 No 


14 


Control Rod Drive Mechanism Issue PO for Long Lead Material to 


Fabricator - Units 2 & 3 - first payment Complete 6/21/2008 No 


15 


Issue POs to nuclear component fabricators for Nuclear Island 


structural CA20 Modules Complete 8/28/2009 No 


16 Start Site Specific and balance of plant detailed design Complete 9/11/2007 No 


17 


Instrumentation & Control Simulator - Contractor Place Notice to 


Proceed - Units 2 & 3 Complete 10/31/2008 No 
18 Steam Generator - Issue Final PO to Fabricator for Units 2 & 3 Complete 6/30/2008 No 


South Carolina Electric & Gas Company 
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Appendix 
VC Summer Units 2 and 3 


Tracking 
ID Order No. 2015-661 Description 


Order No. 
2015-661 


15-30 
Targeted 
Milestone 


Completion 
Date 


Actual 
Completion 


Date 


Delta Months 
from Order 


No. 2015-661 
Date 


Outside 
+181-24 
Months 


Contingency? Notes 


19 


Reactor Vessel Internals - Contractor Issue PO for Long Lead 


Material (Heavy Plate and Heavy Forgings) to Fabricator - Units 2&3 Complete 1/29/2010 No 


20 Contractor Issue Final PO to Reactor Vessel Fabricator - Units 2&3 Complete 9/30/2008 No 


21 


Variable Frequency Drive Fabricator Issue Transformer PO - Units 


2&3 Complete 4/30/2009 No 


22 Start clearing, grubbing and grading Complete 1/26/2009 No 


23 


Core Makeup Tank Fabricator Issue Long Lead Material PO - Units 2 


& 3 Complete 10/31/2008 No 


24 


Accumulator Tank Fabricator Issue Long Lead Material PO - Units 


2&3 Complete 10/31/2008 No 


25 Pressurizer Fabricator Issue Long Lead Material PO - Units 2 & 3 Complete 10/31/2008 No 


26 


Reactor Coolant Loop Pipe - Contractor Issue PO to Fabricator - 


Second Payment - Units 2 & 3 Complete 4/30/2009 No 


27  


Integrated Head Package - Issue PO to Fabricator - Units 2 and 3-


second payment Complete 7/31/2009 No 


28 


Control Rod Drive Mechanisms - Contractor Issue PO for Long Lead 


Material to Fabricator - Units 2 & 3 Complete 6/30/2008 No 


29 


Contractor Issue PO to Passive Residual Heat Removal Heat 


Exchanger Fabricator - Second Payment - Units 2 & 3 Complete 10/31/2008 No 
30 Start Parr Road intersection work Complete 2/13/2009 No 
31 Reactor Coolant Pump - Issue Final PO to Fabricator - Units 2 & 3 Complete 6/30/2008 No 


32 


Integrated Heat Packages Fabricator Issue Long Lead Material PO - 


Units 2 & 3 Complete 10/1/2009 No 
33 Design Finalization Payment 3 Complete 1/30/2009 No 
34 Start site development Complete 6/23/2008 No 


35 Contractor Issue PO to Turbine Generator Fabricator - Units 2 & 3 Complete 2/19/2009 No 


36 Contractor Issue PO to Main Transformers Fabricator - Units 2 & 3 Complete 9/25/2009 No 
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Appendix 1 
VC Summer Units 2 and 3 


Tracking 
ID Order No. 2015-661 	Description 


Order No. 
2015-661 


15-3Q 
Targeted 
Milestone 


Completion 
Date 


Actual 
Completion 


Date 


Delta Months 
from Order 


No. 2015-661 
Date 


Outside 
+181-24 
Months 


Contingency? Notes 


ore Y a eup 	an 	a •ricator 	otice to 	ontractor • eceipt o Long 


37 Lead Material - Units 2 & 3 Complete 12/30/2010 No 


38 Design Finalization Payment 4 Complete 4/30/2009 No 


39 


Turbine Generator Fabricator Issue PO for Condenser Material - Unit 


2 Complete 8/28/2009 No 


40  


Reactor Coolant Pump Fabricator Issue Long Lead Material Lot 2-


Units 2 & 3 Complete 4/30/2009 No 


41 


Passive Residual Heat Removal Heat Exchanger Fabricator Receipt 


of Long Lead Material - Units 2 & 3 Complete 5/27/2010 No 


42 Design Finalization Payment 5 Complete 7/31/2009 No 


43 


Start erection of construction buildings, to include craft facilities for 


personnel, tools, equipment; first aid facilities; field offices for site 


management and support personnel; temporary warehouses; and 


construction hiring office Complete 12/18/2009 No 


44 


Reactor Vessel Fabricator Notice to Contractor of Receipt of Flange 


Nozzle Shell Forging - Unit 2 Complete 8/28/2009 No 


45 Design Finalization Payment 6 Complete 10/7/2009 No 


46 


Instrumentation and Control Simulator - Contractor Issue PO to 


Subcontractor for Radiation Monitor System - Units 2 & 3 Complete 12/17/2009 No 


47 


Reactor Vessel Internals - Fabricator Start Fit and Welding of Core 


Shroud Assembly - Unit 2 Complete 7/29/2011 No 


48 


Turbine Generator Fabricator Issue PO for Moisture Separator 


Reheater/Feedwater Heater Material - Unit 2 Complete 4/30/2010 No 


49 


Reactor Coolant Loop Pipe fabricator Acceptance of Raw Material - 


Unit 2 Complete 2/18/2010 No 


50 


Reactor Vessel Internals - Fabricator Start Weld Neutron Shield 


Spacer Pads to Assembly - Unit 2 Complete 8/28/2012 No 


Si 


Control Rod Drive Mechanisms - Fabricator to Start Procurement of 


Long Lead Material - Unit 2 Complete 6/30/2009 No 


52 


Contractor Notified that Pressurizer Fabricator Performed Cladding 


on Bottom Head - Unit 2 Complete 12/23/2010 No 
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Appendix 1 
VC Summer Units 2 and 3 


Tracking 
ID Order No. 2015-661 	Description 


Order No. 
2015-661 


15-3Q 
Targeted 
Milestone 


Completion 
Date 


Actual 
Completion 


Date 


Delta Months 
from Order 


No. 2015-661 
Date 


Outside 
+18/-24 
Months 


Contingency? Notes 


tart excavat on an. 	oun.ation wor 	•rt e stan.ar . p ant •r Unit 


53 2 Complete 3/15/2010 No 


54 


Steam Generator Fabricator Notice to Contractor of Receipt of 2nd 


Steam Generator Tubesheet Forging - Unit 2 Complete 4/30/2010 No 


55 


Reactor Vessel Fabricator Notice to Contractor of Outlet Nozzle 


Welding to Flange Nozzle Shell Completion - Unit 2 Complete 12/30/2010 No 


56 


Turbine Generator Fabricator Notice to Contractor Condenser 


Fabrication Started - Unit 2 Complete 5/17/2010 No 


57 


Complete preparations for receiving the first module on site for Unit 


2 Complete 1/22/2010 No 


58 


Steam Generator Fabricator Notice to Contractor of Receipt of 1st 


Steam Generator Transition Cone Forging - Unit 2 Complete 4/21/2010 No 


59 


Reactor Coolant Pump Fabricator Notice to Contractor of 


Manufacturing of Casing Completion - Unit 2 Complete 11/16/2010 No 


60 


Reactor Coolant Loop Pipe Fabricator Notice to Contractor of 


Machining, Heat Treating & Non-Destructive Testing Completion - 


Unit 2 Complete 3/20/2012 No 


61 


Core Makeup Tank Fabricator Notice to Contractor of Satisfactory 


Completion of Hydrotest - Unit 2 Complete 11/26/2012 No 


62 


Polar Crane Fabricator Issue PO for Main Hoist Drum and Wire Rope 


- Units 2 & 3 Complete 2/1/2011 No 


63 


Control Rod Drive Mechanisms - Fabricator to Start Procurement of 


Long Lead Material - Unit 3 Complete 6/14/2011 No 


64 


Turbine Generator Fabricator Notice to Contractor Condenser 


Ready to Ship - Unit 2 Complete 3/26/2012 No 
65 Start placement of mud mat for Unit 2 Complete 7/20/2012 No 


66 


Steam Generator Fabricator Notice to Contractor of Receipt of 1st 


Steam Generator Tubing - Unit 2 Complete 9/28/2010 No 


67 


Pressurizer Fabricator Notice to Contractor of Welding of Upper and 


Intermediate Shells Completion - Unit 2 Complete 10/28/2011 No 


68 


Reactor Vessel Fabricator Notice to Contractor of Closure Head 


Cladding Completion - Unit 3 Complete 6/28/2012 No 
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Appendix 1 
VC Summer Units 2 and 3 


Tracking 
ID Order No. 2015-661 Description 


Order No. 
2015-661 


15-3Q 
Targeted 
Milestone 


Completion 
Date 


Actual 
Completion 


Date 


Delta Months 
from Order 


No. 2015-661 
Date 


Outside 
+18/-24 
Months 


Contingency? Notes 


69 Begin Unit 2 first nuclear concrete placement Complete 3/9/2013 No 


70 


Reactor Coolant Pump Fabricator Notice to Contractor of Stator 


Core Completion - Unit 2 Complete 12/1/2011 No 


71 Fabricator Start Fit and Welding of Core Shroud Assembly - Unit 2 Complete 7/29/2011 No 


72 


Steam Generator Fabricator Notice to Contractor of Completion of 


1st Steam Generator Tubing Installation - Unit 2 Complete 1/27/2012 No 


73 Reactor Coolant Loop Pipe-Shipment of Equipment to Site - Unit 2 Complete 12/19/2013 No 


74 


Control Rod Drive Mechanism - Ship Remainder of Equipment (Latch 


Assembly & Rod Travel Housing) to Head Supplier - Unit 2 Complete 7/16/2012 No 


75 


Pressurizer Fabricator Notice to Contractor of Welding of Lower 


Shell to Bottom Head Completion - Unit 2 Complete 12/22/2011 No 


76  


Steam Generator Fabricator Notice to Contractor of Completion of 


2nd Steam Generator Tubing Installation - Unit 2 Complete 5/4/2012 No 


77 Design Finalization Payment 14 Complete 10/31/2011 No 
78 Set module CA04 for Unit 2 Complete 5/3/2014 No 


79 


Passive Residual Heat Removal Heat Exchanger Fabricator Notice to 


Contractor of Final Post Weld Heat Treatment - Unit 2 Complete 5/24/2011 No 


80 


Passive Residual Heat Removal Heat Exchanger Fabricator Notice to 


Contractor of Completion of Tubing - Unit 2 Complete 5/29/2012 No 


81 


Polar Crane Fabricator Notice to Contractor of Girder Fabrication 


Completion - Unit 2 Complete 10/23/2012 No 


82 


Turbine Generator Fabricator Notice to Contractor Condenser 


Ready to Ship - Unit 3 Complete 8/26/2013 No 
83 Set Containment Vessel ring #1 for Unit 2 Complete 6/3/2014 No 


84 


Reactor Coolant Pump Fabricator Delivery of Casings to Port of 


Export - Unit 2 Complete 7/6/2013 No 


85 


Reactor Coolant Pump Fabricator Notice to Contractor of Stator 


Core Completion - Unit 3 Complete 7/18/2013 No 


86 


Reactor Vessel Fabricator Notice to Contractor of Receipt of Core 


Shell Forging - Unit 3 Complete 3/29/2012 No 
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Appendix 1 
VC Summer Units 2 and 3 


Tracking 
ID Order No. 2015-661 Description 


Order No. 
2015-661 


15-3O 
Targeted 
Milestone 


Completion 
Date 


Actual 
Completion 


Date 


Delta Months 
from Order 


No. 2015-661 
Date 


Outside 
+181-24 
Months 


Contingency? Notes 


87 


'oh 	 'e •ntractor 	e• t at 'ressunzer a .r cator 	orm • 	a. .ing 


on Bottom Head - Unit 3 Complete 11/9/2011 No 


88 Set Nuclear Island structural module CA03 for Unit 2 12/28/2015 6/16/2016 +6 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


89 


Squib Valve Fabricator Notice to Contractor of Completion of 


Assembly and Test for Squib Valve Hardware - Unit 2 Complete 5/10/2012 No 


90 


Accumulator Tank Fabricator Notice to Contractor of Satisfactory 


Completion of Hydrotest - Unit 3 Complete 9/16/2013 No 


91 


Polar Crane Fabricator Notice to Contractor of Electric Panel 


Assembly Completion - Unit 2 Complete 3/6/2013 No 


92 Start containment large bore pipe supports for Unit 2 Complete 11/13/2014 No 


93 Integrated Head Package - Shipment of Equipment to Site - Unit 2 Complete 5/9/2014 No 


94 


Reactor Coolant Pump Fabricator Notice to Contractor of Final 


Stator Assembly Completion - Unit 2 Complete 12/17/2013 No 


95 


Steam Generator Fabricator Notice to Contractor of Completion of 


2nd Steam Generator Tubing Installation - Unit 3 Complete 2/7/2014 No 


96 


Steam Generator Fabricator Notice to Contractor of Satisfactory 


Completion of 1st Steam Generator Hydrotest - Unit 2 Complete 1/14/2013 No 


97 


Start concrete fill of Nuclear Island structural modules CA01 and 


CA02 for Unit 2 7/18/2016 1/3/2017 +6 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


98 


Passive Residual Heat Removal Heat Exchanger - Delivery of 


Equipment to Port of Entry - Unit 2 Complete 4/25/2014 No 


99 


Refueling Machine Fabricator Notice to Contractor of Satisfactory 


Completion of Factory Acceptance Test - Unit 2 Complete 1/8/2015 No 


100 Deliver Reactor Vessel Internals to Port of Export - Unit 2 7/30/2015 11/20/2015 +4 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


Lellit.d 	 =Comphottl 	 Comptes& thin Qtanner 	 Ifootrat Onirs Only 
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Appendix 1 
VC Summer Units 2 and 3 


Tracking 
ID Order No. 2015-661 Description 


Order No. 
2015-661 


15-3Q 
Targeted 
Milestone 


Completion 
Date 


Actual 
Completion 


Date 


Delta Months 
from Order 


No. 2015-661 
Date 


Outside 
+18/-24 
Months 


Contingency? Notes 


se ay iiue o sc e.0 e 


101 Set Unit 2 Containment Vessel #3 8/23/2016 9/6/2016 +1 Month(s) No 


refinement and schedule re-


sequencing. 


102 


Steam Generator - Contractor Acceptance of Equipment at Port of 


Entry - Unit 2 Complete 1/16/2015 No 


103 


Turbine Generator Fabricator Notice to Contractor Turbine 


Generator Ready to Ship - Unit 2 Complete 5/28/2013 No 


104 


Pressurizer Fabricator Notice to Contractor of Satisfactory 


Completion of Hydrotest - Unit 3 Complete 3/28/2015 No 


105 Polar Crane - Shipment of Equipment to Site - Unit 2 12/31/2015 10/15/2015 -2 Month(s) No 


106 Receive Unit 2 Reactor Vessel on site from fabricator Complete 7/31/2013 No 


107 Set Unit 2 Reactor Vessel 8/9/2016 11/3/2016 +3 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


108 


Steam Generator Fabricator Notice to Contractor of Completion of 


2nd Channel Head to Tubesheet Assembly Welding - Unit 3 Complete 4/24/2015 No 


109 


Reactor Coolant Pump Fabricator Notice to Contractor of Final 


Stator Assembly Completion - Unit 3 10/30/2015 12/31/2015 +2 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


110 


Reactor Coolant Pump - Shipment of Equipment to Site (2 Reactor 


Coolant Pumps) - Unit 2 5/30/2016 6/30/2016 +1 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


111 Place first nuclear concrete for Unit 3 Complete 11/2/2013 No 


112 Set Unit 2 Steam Generator 10/10/2016 1/31/2017 +3 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


113 Main Transformers Ready to Ship - Unit 2 Complete 7/31/2013 No 


114 Complete Unit 3 Steam Generator Hydrotest at fabricator Complete 8/21/2015 No 


115 Set Unit 2 Containment Vessel Bottom Head on basemat legs Complete 5/22/2013 No 


116 Set Unit 2 Pressurizer Vessel 8/23/2016 3/14/2017 +7 Month(s) No 


Uelay due to schedule 


refinement and schedule re-


sequencing. 


South Carolina Electric & Gas Company 
Legend 
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Appendix 1 
VC Summer Units 2 and 3 


Tracking 
ID Order No. 2015-661 Description 


Order No. 
2015-661 


15-3Q 
Targeted 
Milestone 


Completion 
Date 


Actual 
Completion 


Date 


Delta Months 
from Order 


No. 2015-661 
Date 


Outside 
+181-24 
Months 


Contingency? Notes 


• eactor 	Co ant • ump 	a • ricator Notice to 	ontractor o 


117 Satisfactory Completion of Factory Acceptance Test - Unit 3 1/31/2017 1/31/2017 0 No 


118 Deliver Reactor Vessel Internals to Port of Export - Unit 3 12/31/2016 5/26/2017 +5 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 
119 Main Transformers Fabricator Issue PO for Material - Unit 3 Complete 1/15/2015 No 


120 


Complete welding of Unit 2 Passive Residual Heat Removal System 


piping 1/16/2017 4/18/2017 +3 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


121 


Steam Generator - Contractor Acceptance of Equipment at Port of 


Entry - Unit 3 1/30/2016 3/28/2016 +2 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


122 Refueling Machine - Shipment of Equipment to Site - Unit 3 3/27/2016 4/5/2016 +1 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


123 Set Unit 2 Polar Crane 12/19/2016 6/7/2017 +6 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


124 Reactor Coolant Pumps  -  Shipment of Equipment to Site  -  Unit 3 4/30/2017 4/28/2017 0 No 


125 Main Transformers Ready to Ship - Unit 3 Complete 7/29/2015 No 


126 Spent Fuel Storage Rack - Shipment of Last Rack Module - Unit 3 Complete 9/3/2015 No 


127 Start electrical cable pulling in Unit 2 Auxiliary Building 11/29/2016 2/2/2017 +3 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


128 Complete Unit 2 Reactor Coolant System cold hydro 2/19/2018 7/30/2018 +5 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


129 Activate class 1E DC power in Unit 2 Auxiliary Building 6/22/2017 10/15/2017 +4 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


South Carolina Electric & Gas Company 
	 Legend 
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Appendix 1 
VC Summer Units 2 and 3 


Tracking 
ID Order No. 2015-661 Description 


Order No. 
2015-661 


15-30 
Targeted 
Milestone 


Completion 
Date 


Actual 
Completion 


Date 


Delta Months 
from Order 


No. 2015-661 
Date 


Outside 
+18/-24 
Months 


Contingency? Notes 


130 Complete Unit 2 hot functional test 5/23/2018 10/30/2018 +5 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


131 Install Unit 3 ring 3 for containment vessel 2/27/2017 2/15/2017 0 No 


132 Load Unit 2 nuclear fuel 12/21/2018 6/2/2019 +6 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


133 Unit 2 Substantial Completion 6/19/2019 9/28/2019 +3 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


134 Set Unit 3 Reactor Vessel 5/26/2017 5/26/2017 0 No 


135 Set Unit 3 Steam Generator #2 9/22/2017 9/22/2017 0 No 


136 Set Unit 3 Pressurizer Vessel 11/27/2017 11/27/2017 0 No 


137 


Complete welding of Unit 3 Passive Residual Heat Removal System 


piping 1/29/2018 1/23/2018 0 No 


138 Set Unit 3 polar crane 12/18/2017 12/18/2017 0 No 


139 Start Unit 3 Shield Building roof slab rebar placement 5/11/2018 7/9/2018 +2 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


140 Start Unit 3 Auxiliary Building electrical cable pulling 6/23/2017 10/4/2017 +4 Month(s) No 


Delay due to schedule 


refinement and schedule re 


sequencing. 


141 Activate Unit 3 Auxiliary Building class 1E DC power 3/13/2018 4/10/2018 +1 Month(s) No 


Delay due to schedule 


refinement and schedule re-


sequencing. 


142 Complete Unit 3 Reactor Coolant System cold hydro 2/26/2019 2/26/2019 0 No 


143 Complete Unit 3 hot functional test 5/26/2019 5/26/2019 0 No 


144 Complete Unit 3 nuclear fuel load 12/19/2019 12/27/2019 0 No 


145 Begin Unit 3 full power operation 5/20/2020 5/20/2020 0 No 


146 Unit 3 Substantial Completion 6/16/2020 6/16/2020 0 No 


Laved I 	I CmIlokmd 	 the 	1-7  -Mama= &Dap Oar 


South Carolina Electric & Gas Company 
9 of 10 







PUBLIC VERSION 
15-30 
	


Appendix 1 
VC Summer Units 2 and 3 


15-3Q 
Targeted 
Milestone Actual 


Delta Months 
from Order 


Outside 
+18/-24 


Tracking Order No Completion Completion No 2015-661 Months 
ID Order No. 2015-661 	Description 2015-661 Date Date Date Contingency? Notes 


SUMMARY 


Total Milestones Completed 109 out of 146 = 75% 


Milestone Movement - Order No. 2015-661 vs. 15-3Q: 


a) Forward Movement 23 out of 146 = 16% 


b) Backward Movement 1 out of 146 = 1% 


Milestones Within +12 to +18 Month range 0 out of 146 = 0% 


South Carolina Electric 8 Gas Company 
Ledend 	 Completed I 	I Completed this Quote, I-7 .1doremese ea Dam Only 
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PUBLIC VERSION  


APPENDIX 2 


V. C. Summer Nuclear Station Units 2 & 3 


Quarterly Report to the South Carolina Office of Regulatory Staff 
Submitted by South Carolina Electric & Gas Company 


Pursuant to Public Service Commission Order No. 2009-104(A) 


Quarter Ending September 30, 2015 


Appendix 2 is an updated and expanded version of the information contained in 
the capital cost schedule approved by the Commission in Order No. 2015-661. 


Appendix 2 shows: 


1. The actual expenditures on the project by plant cost category through the current 
period. 


2. The changes in capital costs reflecting the Company's current forecast of 
expenditures on the project for each future period by plant cost category. In 
updating its cost projections the Company has used the current construction 
schedule for the project and the Commission-approved inflation indices as set 
forth in Appendix 4 to this report. 


3. The cumulative CWIP for the project and the balance of CWIP that is not yet 
reflected in revised rates. 


4. The current rate for calculating AFUDC computed as required under applicable 
FERC regulations. 


The Cumulative Project Cash Flow target as approved in Order No. 2015-661 and 
as updated for escalation and other Commission-approved adjustments is found under the 
heading "Per Order 2015-661 Adjusted." The adjustments reflect: 


1. Changes in inflation indices. 
2. Budget Carry-Forward Adjustments used, where appropriate to track the effect of 


lower-than-expected cumulative costs on the future cumulative cash flow of the 
project. 


Appendix 2 also shows the cumulative cash flow for the project based on actual 
expenditures to date and the current construction schedule and forecast of year-by-year 
costs going forward. This information is found under the heading "Actual through 
September 2015 plus Projected." 


45 
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19 


2991 2008  1921 nu nu 1912 2911 2211 2212 ME 2211 2214 2212 2122 


21.723 100,905 340.003 398.551 349,081 562,948 537,569 511.9813 939,674 1,007,237 899,260 541.385 262,510 74,354 


21.723 100.905 340.003 328,551 349,013) 562,946 537,589 511.9e6 939.674 1,007,237 899,260 541,365 262,510 74.354 


21,723 100,905 340,003 398.551 349,081 582,948 537,569 611,088 954,288 997,845 888,588 536,176 282,3813 74,958 


21.723 122,629 482,832 1361,183 1,210,244 1,773,190 2,310,759 2,822,725 3,777.013 4.774.858 5.581.440 8,197,622 8.459.988 8,534,947 


Per Order 2015-661 Adjusted 


Annual Project Cash Flow(per order) 
Capital Cost Rescheduling Contingency 


Budget Cany•Forward Adjustment 
Net 


Adjusted tor Change In Escalation 


Cumulative Project Cash Flow(Targeg 


IS 


19 


14 


15 


18 


17 


19 


8,547,124 


6,547,124 


6,534.947 


Actual through September 2015' plus 
Projected 


Plant Cost Categories 
need with No Adjustment 


Fern with Fixed Aljustrnent A 
Firm with Fixed Adjustmwd B 
Firm with Indexed Adjuslment 
Act.' Malt Wages 
80n4.5501 Costs 
hme 4 Meterlals 
Owners Costs 
Transmission Costs 


I CWIP Currently in Rates 


Sept 30, 2016 Actual Incremental CWIP Not Currently In Rates 


2 


	 Appendix 2 	 PUBLIC VERSION 
ftESTATED and UPDATED CONSTRUCTION EXPENDITURES 


(Thousands 66 $) 


V.C. Summer Units 2 and 3- Summary of SCE&G Capital Cost Components 


CONFIDENTIAL 


20 


21 


22 


23 


23 


20 


27 


28 


29 


30 


91 


32 
33 


30 


33 


37 


34 


39 


40 


41 


43 
44 


48 
44 


47 


48 


49 
BO 


52 
53 
64 
63 
se 
67 


80 


26 724 927 11,954 51.677 56,593 48.439 57.584 81,430 41,158 1,010 


21,723 97,388 319.073 374,810 314.977 488,481 440,947 418,839 516,549 828,610 722,767 437.883 254,259 54,557 


3,5 1 9 20,930 23,74 1  34,084 74.485 88,622 93,326 137,891 256.500 254,433 178,116 115,758 47,064 


21,723 100,905 340,003 398,551 349,061 562,946 537,569 511,965 854,440 1,083,111 977,199 815,999 320,010 101,621 1 
21.723 122,629 482,832 881.183 1,210,244 1,773,190 2,310,759 2,822,724 	3.477,164 4,580,274 5.537,474 8,153,473 6,473,483 6,575,104 


845 3,497 10,584 17,150 14,210 18,941 27.722 28,131 	22.318 40,839 45,080 33,388 15,853 4,536 


22,388 104,403 350.587 415.701 383,278 581,886 565,291 538,096 	678,757 1,123,950 1 ,022,279 849,387 335,884 106.157 


22,368 128,771 477,338 893,039 1,256,317 1,838,203 2,403.495 2,941.590 	3.818,347 4,742,297 5.764,578 8,413.983 8.749.827 6,855.784 


3,214,067 


135,081 


*severable halm emastion rates rottener. embewed.lisealetlen 5. melee revusemenwhon maw Maus tor 2015 ma finaL 


MAL 
2016-2020 478130 rata spelled 


	
64951 


Ths ■PUDC rata mooned Is the currant forocasbsd 50E00 rate. MU= rates can very with themes la market intsmt ratan, 
SCE&Crs embedded coot 01 18014 caoltalltatIon ration construction soil In proms. sad 00E1.0's short4sent debt oulstanclino. 


These schedules do riot reflect chenges t coats or schedules associated with the 2015 CPC Contract Amendment which Is discussed in Section 1.13 et the report and which win only become effective upon the 
Muni acquisition by WEC of shares In CBS! Stone and Webster. 


Total Base Project Costs(2007 S) 


Total Project Escalation 


iTotal Revised Project Cash Flo 


Cumulative Project Cash Flow(RevlsoG 


AFUDC(Cepltallzed Interest) 


Gross Construction 


Construction Work in Progress 


8,575,104 


280,680 


0,865.784 


329,512 


5,248,838 


1,328,466 
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APPENDIX 3 


V. C. Summer Nuclear Station Units 2 & 3 


Quarterly Report to the South Carolina Office of Regulatory Staff 
Submitted by South Carolina Electric & Gas Company 


Pursuant to Public Service Commission Order No. 2009-104(A) 


Quarter Ending September 30, 2015 


For comparison purposes, Appendix 3 provides the schedule of capital costs for 
the project which was approved by the Commission in Order No. 2015-661 as the 
Approved Capital Cost of the Units, pursuant to S.C. Code Ann. § 58-33-270(B)(2). 
Appendix 3 also reflects the forecast of AFUDC expense based on these adjusted 
schedules and the AFUDC rates that were current at the time of Order No. 2015-661. 
Appendix 3 is intended to provide a fixed point of reference for future revisions and 
updating. While the schedule of costs contained on Appendix 3 is subject to revision for 
escalation, changes in AFUDC rates and amounts, capital cost scheduling contingencies 
and other contingency adjustments as authorized in Order No. 2009-104(A), no such 
adjustments have been made to the schedules presented here. 
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Appendix 3 


RESTATED and UPDATED CONSTRUCTION EXPENDITURES 
(Thousands of $) 


V.C. Summer Units 2 and 3 - Summary of SCE&G Capital Cost Components 


PUBLIC VERSION 


Per Order 2015-661 


  


Actual 	 Protected 


CONFIDENTIAL 
329,512 26 	724 	927 	11,964 	51,677 	56.593 	47,207 64,576 	64.794 	30,314 	710 


5,248,638 21.723 97,386 319.073 374.810 314,977 489461 448,947 422,076 742,980 759,311 658,948 389,817 


1,300,486 3.519 20,930 23,741 34,084 74,485 85,822 89.890 196,594 247,926 240,312 151,548 


6.547,124 21,723 100,905 340,003 398,551 349,061 562,948 537,569 511,966 939,674 1,007,237 899,260 541,365 


21 .723 122.829 462.632 861.183 1,210,244 1.773,190 2,310,759 2.822,725 	9,762,998 4.769,635 5,668,895 6.210,260 


270.790 	845 3,497 10,564 17.150 14,218 18.941 27.722 26.131 	30.502 44.426 39,884 30,984 


22.368 126,771 477,338 893,039 1,256,317 1,838,203 2,403,495 2,941,591 	3,911,767 4,963.430 5.902.573 6,474,023 


Plant Cost Categories 
Fixed with No Adjustment 
Finn with Fixed Adlostment A 
Finn with Fixed Adjustment B 
FIT,.. with Indexed Adjustment 
Actual Cratt Wages 
Non-Labor Costs 
Time & Materials 
Owners Costs 
Transmission Costs 


Total Base Project C0ste12037 9) 


Total Project Escalation 


Total Revised Project Cash Flow 


Cumulative Project Cash Flow(Revised) 


AFUDC(Capitallzed Interest) 


Construction WO* In Progress 


185.840 


92,670 


38,289 


36,065 


262,510 74,354 I 


6.472,770 6,547.124 


11.529 3,595 


6,748,962 6.826.914 
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APPENDIX 4 


V. C. Summer Nuclear Station Units 2 & 3 


Quarterly Report to the South Carolina Office of Regulatory Staff 
Submitted by South Carolina Electric & Gas Company 


Pursuant to Public Service Commission Order No. 2009-104(A) 


Quarter Ending September 30, 2015 


Appendix 4 shows the changes in the inflation indices approved in Order No. 
2009-104(A). Included is a ten year history of the Handy-Whitman All Steam Index, 
South Atlantic Region; the Handy-Whitman All Steam and Nuclear Index, South Atlantic 
Region; the Handy-Whitman All Transmission Plant Index, South Atlantic Region; and 
the Chained GDP Index. The change in the relevant indices from the Combined 
Application is also provided. 
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Appendix 4, Chart A 


Inflation Indices, Chart A 


HW All Steam Generation Plant Index, January 2015 


yggr Index Yr/Yr change Three Year Average Five Year Average Ten Year Average 


2015 619 3.17% 2.28% 2.94% 4.08% 
2014 600 -1.15% 2.73% 2.05% 4.62% 
2013 607 4.84% 4.24% 3.25% 4.95% 
2012 579 4.51% 2.19% 3.91% 4.71% 
2011 554 3.36% 2.30% 4.73% 
2010 536 -1.29% 3.89% 5.21% 
2009 543 4.83% 7.19% 7.19% 
2008 518 8.14% 7.50% 6.65% 
2007 479 8.62% 7.66% 5.51% 
2006 441 5.76% 5.49% 4.17% 
2005 417 8.59% 4.39% 
2004 384 2.13% 2.17% 
2003 376 2.45% 
2002 367 1.94% 
2001 360 


BLRA 
Filing 
Jul-07 


Order 2010-12 
Jan-09 


Order 2011-345 
Jul-10 


Order 2012-884 
Jan-12 


Order 2015-661 
Jul-14 


Update 
Jan-15 


HW All Steam Index: 
One year 7.68% 4.83% 4.79% 4.51% 2.52% 3.17% 
Five Year 5.74% 7.19% 5.31% 3.91% 3.21% 2.94% 
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Appendix 4, Chart B 


Inflation Indices, Chart B 


HW All Steam and Nuclear Generation Plant Index, January 2015 


Year Index Yr/Yr change Three Year Average Flve Year Average Ten Year Average 


2015 619 3.17% 2.35% 2.95% 4.10% 
2014 600 -1.32% 2.80% 2.09% 4.65% 
2013 608 5.19% 4.29% 3.32% 4.99% 
2012 578 4.52% 2.20% 3.87% 4.72% 
2011 553 3.17% 2.30% 4.74% 
2010 536 -1.11% 3.89% 5.26% 
2009 542 4.84% 7.21% 7.20% 
2008 517 7.93% 7.52% 6.66% 
2007 479 8.86% 7.75% 5.57% 
2006 440 5.77% 5.51% 4.19% 
2005 416 8.62% 4.40% 
2004 383 2.13% 2.18% 
2003 375 2.46% 
2002 366 1.95% 
2001 359 


BLRA 
Filing 
Jut-07 


Order 2010-12 
Jan-09 


Order 2011-345 
Jul-10 


Order 2012-884 
Jan-12 


Order 2015-661 
Jul-14 


Update 
Jan-15 


HW All Steam/Nuclear Index: 
One year 7.69% 4.84% 4.60% 4.52% 2.52% 3.17% 
Five Year 5.75% 7.20% 5.32% 3.87% 3.21% 2.95% 
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Appendix 4, Chart C 


Inflation Indices, Chart C 


Year 


HW All Transmission Plant index, January 2015 


Indeit 	Yr/Yr change 	Three Year Average Five Year Average Ten Year Average 


2015 610 2.52% 1.82% 1.88% 3.81% 
2014 595 -0.34% 1.81% 0.55% 4.57% 
2013 597 3.29% 2.40% 2.10% 4.90% 
2012 578 2.48% -0.07% 3.00% 4.55% 
2011 564 1.44% 1.57% 4.33% 
2010 556 -4.14% 3.68% 5.74% 
2009 580 7.41% 8.11% 8.60% 
2008 540 7.78% 8.48% 7.71% 
2007 501 9.15% 9.27% 6.10% 
2006 459 8.51% 7.21% 4.76% 
2005 423 10.16% 4.28% 
2004 384 2.95% 1.72% 
2003 373 -0.27% 
2002 374 2.47% 
2001 365 


BLRA 
Filing 
Jul-07 


Order 2010-12 
Jan-09 


Order 2011-345 
Jul-10 


Order 2012-884 
Jan-12 


Order 2015-661 
Jul-14 


Update 
Jan-15 


HW All Transmission Plant index 
One year 8.82% 7.41% 5.08% 2.48% 1.68% 2.52% 
Five Year 6.86% 8.60% 5.23% 3.00% 2.63% 1.88% 
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Appendix 4 


Inflation Indices, Chart D 


GDP Chained Price Index. 2015 


13312110[01 1111M■li=1:11131■111MINIMIMI■11•1=11■11■1113:MIIIIMEINNECOEIMECECI=E1:111 2012 20131 20141 2015 


Chained Price Index--Groas DomesUc Product 
U.S. Macro - 10 Year Baseline 	(2009-100) Chained price index-gross domestic produck , Source: BOA , Units: Index- 2009.100.0 45158933 100.00 100.75 102.79 104.70 106.48 108.33 109.4 
Annual Percent change 0.75% 2.02% 1.86% 1.70% 1.74% 0.99% 
3-Year Annual Percent change 1,54% 1.86% 1,77% 1,40% 
5-Year Annual Percent change 1.61% 1.66% 


Consumer Price Index, All-Urban 
U.S. Macro - 10 Year Baseline 	Index 	Consumer price index, all-urban • Source: BLS, Units: - 1982-84-1.00 45158182 2.15 2.17 2.23 2.29 2.32 2.36 2.38 
Percent change 0.93% 2.76% 2.69% 1.31% 1.72% 0.00% 
3-Year Annual Percent change 2.13% 2.26% 101% 1,01% 
5-Year Annual Percent change 1.88% 1.70% 


Producer Price Index-Finished Goods 
U.S. Macro - 10 Year Baseline 	(1982- 1.0) Producer price Index -finished goods • Source: BLS • Units: Index - 1982■ 1.0 45159751 1.73 1.79 1.89 1.93 1.96 2.00 1.94 
Percent change 3.47% 5.59% 2.12% 1.55% 2.04% -3.00% 
3-Year Annual Percent change 3.72% 3.09% 1.90% 0.20% 
5-Year Annual Percent change 2.95% 1.66% 


BLRA 
FOleg 	Order 2010-12 	Order 2011-345 	Order 2012-884 	Order 20154381 Update 


ABM, 	 ,h11-10 	 19.0z.12 .0_,j1 


GOP Chained Prim: Index 
One year 
	


2.86% 
	


2.24% 	 0.43% 	 3.11% 	 1.55% 	 0.99% 
Rye Year 
	


2.81% 
	


2.88% 	 1.97% 	 1.89% 	 1.55% 	 1.88% 
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APPENDIX 5 


V. C. Summer Nuclear Station Units 2 & 3 


Quarterly Report to the South Carolina Office of Regulatory Staff 
Submitted by South Carolina Electric & Gas Company 


Pursuant to Public Service Commission Order No. 2009-104(A) 


Quarter Ending September 30, 2015 


Appendix 5 indicates those LARs that have been submitted by SCE&G to the 
NRC for review. Included is the title of each LAR, a brief description of the change(s) 
associated with the LAR, the date the LAR was submitted to the NRC, and the status of 
the requests. 
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Appendix 5 
	


PUBLIC VERSION 


Topic 
., 


Description of Change Submittal 
Date Status 


LAR 12-01 - Additional Electrical 
Penetration Assemblies 


Provide additional penetrations of the Containment Vessel to 
allow sufficient space for electrical and instrument cables. 8/29/2012 Approved on 7/1/2013 


LAR-12-02 — Tier 1 Table 3.3-1 
Discrepancies — PAR Utilized 


Conform the current ITAAC standards used to verify the shield 
building wall thickness to align with those approved in DCD 
Rev. 19. 


9/26/2012 Approved on 5/30/2013 


LAR 13-01 - Basemat Shear 
Reinforcement Design Spacing 
Requirements - PAR Utilized 


Clarify the provisions for maximum spacing of the shear 
reinforcement in the basemat below the auxiliary building to be 
consistent with requirements shown in existing FSAR figures. 1/15/2013 Approved on 2/26/2013 


LAR 13-02 - Basemat Shear 
Reinforcement Design Details - PAR 
Utilized 


Revises the requirements for development of basemat shear 
reinforcement in the licensing basis from ACI 349 Appendix B to 
ACT 318-11, Section 12.6. The use of ACT 318 criteria for 
headed reinforcement results in longer shear ties and thicker 
concrete in areas below the elevator pits and a sump in the 
nuclear island basemat. 


1/18/2013 Approved on 3/1/2013 


LAR 13-03 - Turbine Building 
Eccentric and Concentric Bracing 


Revises the turbine building main area to use a mixed bracing 
system using eccentrically and concentrically braced frames as a 
means of preventing the turbine building from collapsing onto 
the Nuclear Island (NI) during a seismic event. The structural 
design code is also changed to a code that includes adequate 
provisions for the new bracing system. 


2/7/2013 Approved on 7/1/2013 


LAR 13-04 - Reconciliation of Tier 1 
Valve Differences 


Reconciles valve related information contained in Tier 1 material 
to be consistent with corresponding Tier 2 material currently 
incorporated in the UFSAR. 


2/7/2013 Approved on 9/3/2015 


The gaps M LAR number sequencing are due to the order of submittal to the NRC. 
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V.C. Summer Units 2 and 3 License Amendment Re uests 


Topic 
. 	 , 


Description of Change 
Submittal 


Date 
Status 


LAR 13-05 - Structural Modules 
Shear Stud Size and Spacing 


Revises Note 2 of UFSAR Figure 3.8.3-8, Sheet 1, which 
presents, typical structural wall module details. This information 
needs to be changed to be consistent with the design basis 
calculations. 


2/14/2013 Approved on 5/23/2013 


LAR 13-06 - Primary Sampling 
System Changes 


Alters the design of the Primary Sampling System (PSS) by 
replacing a check valve with a solenoid-operated gate valve, 
modifying the PSS inside-containment header and adding a PSS 
containment penetration. 


2/7/2013 Approved on 8/22/2013 


LAR 13-07 - Changes to the Chemical 
and Volume Control System (CVS) 


Alters the design of the Chemical and Volume Control System 
(CVS) by adding/changing valves, separating the zinc and 
hydrogen injection paths and relocating the zinc injection point. 3/13/2013 Approved on 2/2412014 


LAR 13-08 - Module Obstructions 
and Details 


Withdrawn after review with NRC-see Letter NND-13-202. 
Superceded by LAR 13-20. 2/28/2013 Withdrawn 


LAR 13-09 - Ammx/Radwaste 
Building Layout Changes 


Updates column line numbers on Annex Building Figures and 
changes the configuration of the Radwaste building by adding 
three bunkers for storage and merging two rooms. 2/27/2014 Under NRC Review 


LAR 13-10 - Human Factors 
Engineering Integrated System 
Validation Plan 


Revises referenced document APP-OCS-GEH-320 from Revision 
D to Revision 2. 


3/13/2013 Approved on 7/31/2014 


LAR 13-11 - NI Wall Reinforcement 
Criteria -PAR Utilized 


Revises structural code criteria for anchoring reinforcement bar 
within the NI walls (adopts ACI-318 for this purpose). 3/26/2013 Approved on 6/6/2013 


The gaps in LAR number sequencing are due to the order of submittal to the NRC. 
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Topic Description of Choi* Subthittal 
Date 


Status 


LAR 13-12 - Fire Area Boundary 
Changes 


Revises various information to support fire area boundaries 
(HVAC information, stairwell changes, and other layout 
changes). 


7/17/2013 Approved on 9/9/2014 


LAR 13-13 - Turbine Building Layout 
Changes 


Revises the door location, clarifies column line designations. 
changes floor to ceiling heights and increases elevations and wall 
thickness in certain areas. 7/30/2013 Approved on 5/12/2014 


LAR 13-14 - Turbine Building Battery 
Room and Electrical Changes 


Revises the Non-Class lE dc and Uninterruptible Power Supply 
System (EDS) and Class 1E dc and Uninterruptible Power 
Supply System (IDS) by: (1) Increasing EDS total equipment 
capacity, component ratings, and protective device sizing to 
support increased load demand, (2) Relocating equipment and 
moving Turbine Building (TB) first bay EDS Battery Room and 
Charger Room. The floor elevation increases from elevation 148'- 
0" to elevation 148'40" to accommodate associated equipment 
cabling with this activity, and (3) Removing the Class I E IDS 
Battery Back-up tie to the Non-Class 1E EDS Battery. 


10/2/2013 Approved on 10/24/2014 


LAR 13-15 - Operator Break Room 
Configuration 


No description provided. This is no longer a LAR. 
Changed to a Non-LAR Departure 


LAR 13-16 - Revision to Human 
Factors Engineering Design 
Verification Plan (GEH-120) 


Revises referenced document APP-OCS-GEH-120 from Revision 
B to Revision 1. 


9/25/2013 


- 


. 
Approved on 7/31/2014 


The gaps in LAR number sequencing are due to the order of submittal to the NRC. 
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' Topic Description of Change 


. 	_ 


Submittal 
Date 


Status 


LAR 13-17 - Revision to Human 
Factors Engineering Task Support 
Verification (GEH-220) 


Revises referenced document APP-OCS-GEH-220 from Revision 
B to Revision 1. 


9/2512013 Approved on 7/31/2014 


LAR 13-18 - Revision to Human 
Factors Engineering Issue Resolution 
Plan 


Revises APP-OCS-GEH-420 to make a number of changes in 
order to refine the process for capturing and resolving Human 
Engineering Discrepancies (HEDs) from that process document 
as described in Revision B. 


10/3/2013 Approved on 7/3112014 


LAR 13-19 - Revision to Human 
Factors Engineering Plan 


Revises APP-OCS-GEH-520 to make a number of changes in 
order to confirm aspects of the HSI and OCS design features that 
could not be evaluated in other Human Factors Engineering 
(HFE) V&V activities. 


10/3/2013 Approved on 7/31/2014 


LAR 13-20 - Modules / Stud Channel 
Obstructions Revision 


Revises requirements for design spacing of shear studs and wall 
module trusses and the design of structural elements of the 
trusses such as angles and channels. These revisions are to 
address interferences and obstructions. 


7/17/2013 Approved on 11/19/2013 


LAR 13-21 - CA03 Module Design 
Differences 


Corrects inconsistencies between Tier 2* and Tier 2 information. 
212/2014 Approved on 4/17/2015 


LAR 13-22 - Annex Building 
Structure and Layout Changes 


The proposed changes would revise the Combined Licenses 
(COLs) by (a) installing an additional nonsafety-related battery, 
(b)revising the annex building internal configuration by 
converting a shift turnover room to a battery room, adding an 
additional battery equipment room, and moving a fire area wall, 
(c)increasing the height of a room, and (d) increasing certain 
floor thicknesses. The proposed changes include reconfiguring 
existing rooms and related room, wall, and access path changes. 


12/4/2014 Under NRC Review 


The gaps in L4R number sequencing are due to the order of submittal to the NRC. 
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- 
Topic Description' of Change 


. 	Submittal 
Pate 


Status 


LAR 13-23 - Reinforced Concrete 
(RC) to Steel Plate Composite 
Construction (SC) Connections 


The proposed amendment would revise Tier 2* and associated 
Tier 2 material related to the design details of connections in 
several locations between the steel plate composite construction 
(SC) used for the shield building and the standard reinforced 
concrete (RC) walls, floors, and roofs of the auxiliary building 
and lower walls of the shield building. 


7/11/2014 Approved on 12/16/2014 


LAR 13-25 - Tier 1 Editorial and 
Consistency Changes 


Revises information to correct consistency and editorial issues. 
This submittal does not contain any technical changes. 7/2/2013 Approved on 7/31/2014 


LAR 13-26 - EP Rule Changes 


Revision to the Emergency Plan in order to comply with 
regulatory changes enacted by the Nuclear Regulatory 
Commission (NRC) in the Final Rule. These changes include the 
addition of text that 1) clarifies the distance of the Emergency 
Operations Facility (EOF) from the site, 2) updates the content of 
exercise scenarios to be performed at least once each exercise 
cycle, and 3) requires the Evacuation Time Estimate (ETE) to be 
updated annually between decennial censuses. 


12/17/2013 Approved on 6/20/2014 


LAR 13-27 - Control Rod Drive 
Mer.hnnism Latching Relays 


The proposed change would revise Combined License (COL) 
numbers NPF-93 and NPF-94 for Virgil C. Summer Nuclear 
Station, Units 2 & 3, respectively, to specify the use of Control 
Rod Drive Mechanism (CRDM) latching control relays (referred 
to as control relays herein) in lieu of field breakers to open the 
CRDM motor generator (MG) set generator field on a diverse 
actuation system (DAS) signal. 


10130/2014 Approved on 6/10/2015 


The gaps In LAR number sequencing are due to the order of submittal to the NRC. 
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V.C. Summer Units 2 and 3 License Amendmen 


Topic Description of Change 
, 


Submittal 
Date 


Status 
.. 


LAR 13-28 - Piping Line Number 
Additions, Deletions, and Functional 
Capability Re-designation 


The proposed changes revise the Combined License (COL) in 
regard to changes to the Automatic Depressurization System 
(ADS), the Passive Containment Cooling System (PCS), the 
Passive Core Cooling System (PXS), the Normal Residual Heat 
Removal System (RNS), the Containment Air Filtration System 
(VFS), Spent Fuel Pool Cooling System (SFS) and the Sanitary 
Discharge System (SDS) piping line numbers to reflect the as- 
designed configuration resulting from changes in piping layout or 
rerouting. The changes consist of adding or deleting piping line 
numbers of existing piping lines, or updating the functional 
capability classification of existing process flow lines for the 
tables. 


12/18/2014 Under NRC Review 


LAR 13-29 - Class 1E DC and 
Uniterruptible Power Supply System 
Removal of Spare Battery 
Termination Boxes 


The proposed changes revise COLs concerning the Class lE dc 
and Uninterruptible Power Supply System (IDS). The proposed 
changes replace four Spare Termination Boxes (IDSS-DF-2, 
IDSS-DF-3, IDSS-DF-4, and IDSS-DF-5) with a single Spare 
Battery Termination Box (IDSS-DF-3), and make minor raceway 
and cable routing changes. 


12/19/2014 Under NRC Review 


LAR 13-32 - WLS Changes 


Clarifies the description of the WLS, including changing 
depiction of valves to be consistent with Tier 1 figure 
conventions, ensuring consistency between Tier 1 and Tier 2 
descriptions, and clarifying the safety classification of the drain 
hubs. 


8/30/2013 Approved on 1/8/2014 


The gaps in LAR number sequencing are due to the order of submittal to the NRC. 
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- 	. 


. 	. 


Description of Change 
_ 


Submittal 
Date Status 


LAR 13-33 - Passive Core Cooling 
System (PXS) Condensate Return 


The proposed amendment would revise the plant-specific Tier 1 
and associated Tier 2 material to increase the efficiency of the 
return of condensate utilized by the passive core cooling system 
(PXS) to the in-containment refueling water storage tank 
(IRWST) to support the capability for long term cooling. 


7/8/2014 Under NRC Review 


LAR 13-34 - Clarification of Tier 2* 
Material in HFE Documents 


The proposed changes reclassify portions of the five Tier 2* 
Human Factors (HF) Verification & Validation (V&V) planning 
documents listed in Updated Final Safety Analysis Report 
(UFSAR) Table 1.6-1 and Chapter 18, Section 18.11.2. 


3/19/2014 Approved on 10/8/2014 


LAR 13-36 - CIM / DAS Diversity 
Clarification 


The requested amendment proposed to depart from approved 
AP1000 Design Control Document (DCD) Tier 2* information 
as incorporated into the Updated Final Safety Analysis Report 
(UFSAR) by clarifying the position on design diversity, 
specifically human diversity, as related to the Component 
Interface Module (CIM) and Diverse Actuation System (DAS) 
design. 


9/11/2014 Approved on 7/17/2015 


LAR 13-37 - VCSNS Units 2 & 3 
Tech Spec Upgrade 


Revises Technical Specifications to closer align with the 
guidance of the Technical Specifications Task Force (TSTF) 
Writer's Guide for Plant-Specific Improved Technical 
Specifications, TS1'F-GG-05-01, Revision 1, and with NUREG-
1431, Standard Technical Specifications - Westinghouse Plants 
as updated by NRC approved generic changes. 


12/4/2013 Approved on 11/12/2014 


The gaps in LAR number sequencing are due to the order of submittal to the NRC 
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Topic Description of Change 


-- 
Submittal 


Date 
Status 


LAR 13-38 - ACI Code Compliance 
with Critical Sections Higher 
Elevations 


Withdrawn after review with NRC-see Letter NND-13-0745. 


11/7/2013 Withdrawn 


LAR 13-39 - EPZ Expansion LAR 


This amendment proposes a change to the VCSNS Units 2&3 
Radiation Emergency Plan (Plan). VCSNS proposes the 
following changes to the Units 2&3 Plan: expansion of the 
Emergency Planning Zone (EPZ) boundary, and revisions to the 
Evacuation Time Estimates (ETE) analysis and the Alert and 
Notification System (ANS) design reports to encompass the 
expanded EPZ boundary. 


5/18/2015 Under NRC Review 


LAR 13-41 - Coating Thermal 
Conductivity 


Revises Design Control Document (DCD) Tier 2 information as 
incorporated into the Updated Final Safety Analysis Report 
(UFSAR) to allow use of a new methodology to determine the 
effective thermal conductivity resulting from oxidation of the 
inorganic zinc (I0Z) used in the containment vessel coating 
system. 


11/26/2013 Under NRC Review 


LAR 13-42 - Tier 1 Editorial and 
Consistency Changes #2 


Allows various changes to correct editorial errors in Tier I and 
promote consistency with the Updated Final Safety Analysis 
Report (Tier 2 information). 


_ 	. 


5/20/2014 Approved on 3/10/2015 


LAR 14-01 - Auxiliary Building Roof 
and Floor Details 


Departs from VCSNS Units 2 and 3 plant-specific Design 
Control Document (DCD) Tier 2* material contained within the 
Updated Final Safety Analysis Report (UFSAR) to identify 
design details of the floors of the auxiliary building that may 
vary due to design and loading conditions, in accordance with 
code requirements. 


4/3/2014 Approved on 7/18/2014 


The gaps in LAR number sequencing are due to the order of submittal to the NRC 
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, 


Submittal 
Date 


Status 


LAR 14-03 - Tier 2* Editorial and 
Clarification Changes 


Departs from VCSNS Units 2 and 3 plant-specific Design 
Control Document (DCD) Tier 2* material contained within the 
Updated Final Safety Analysis Report (UFSAR) by making 
editorial and consistency corrections. 


6/12/2014 Under NRC Review 


LAR 14-05 - Containment Internal 
Structural Module Design Details 


The requested amendment proposes to depart from Tier 2* 
information in the Updated Final Safety Analysis Report 
(UFSAR), plant-specific Tier 1 and corresponding COL 
Appendix C information, and involved UFSAR Tier 2 
information to address changes in the UFSAR and design 
documents related to containment internal structural wall 
module design details. 


7/17/2014 Approved on 3/12/2015 


LAR 14-06 - Enclosures for Class 1E 
Electrical Penetrations in Middle 
Annulus 


Departs from VCSNS Units 2 and 3 plant-specific Design 
Control Document (DCD) Tier 2* material contained within the 
Updated Final Safety Analysis Report (UFSAR) by eliminating 
the Division A fire zone enclosure and adding three new fire 
zones for Divisions B, C, and D Class 1 E electrical penetration 
rooms. 


6/20/2014 Approved on 12/30/2014 


LAR 14-07 - CA04 Structural Module 
ITAAC Dimensions Change 


The proposed amendment would allow changes to adjust the 
concrete wall thickness tolerances of four Nuclear Island walls 
found in Tier 1. Approved on 8/24/2015  9/25/2014 


The gaps In LAR number sequencing are due to the order of submittal to the NRC. 
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V C Summer Units 2 and 3 License Amendment Re 


Topic Description of Change 
Submittal 


Date 
Status 


LAR 14-08 - Integrated Test Program 
(ITP) 


The requested amendment requires changes to the Updated Final 
Safety Analysis Report (UFSAR) in the form of departures from 
the incorporated plant-specific Design Control Document (DCD) 
Tier 2 information, and involves changes to related plant-specific 
Tier 1 information with corresponding changes to the associated 
COL information. Many of the changes in this amendment 
request are done in order to conform to the Tier 1 Section 3.4 
exemption request described in Enclosure 2. In that change, 
construction and installation testing is removed from the ITP and 
replaced with component testing. 


10/23/2014 Approved on 9/9/2015 


LAR 14-09 - Turbine Building 
Switchgear Room and Office Layout 
Changes 


The requested amendment would depart from VCSNS Units 2 
and 3 plant-specific Design Control Document (DCD) Tier 2* 
material contained within the Updated Final Safety Analysis 
Report (UFSAR) by relocating fire area rated fire bathers due to 
changes to the layout of the switchgear rooms and office area in 
the turbine building. The requested amendment would also 
depart from plant-specific DCD Tier 2 material that involves the 
proposed Tier 2* departures. 


9/18/2014 Under NRC Review 


LAR 14-10 - Addition of Instruments 
to Design Reliability Assurance 
Program (D-RAP) 


This license amendment request proposes to modify the existing 
feedwater controller logic to allow the controller program to 
respond as required to various plant transients while minimizing 
the potential for false actuation. The current configuration of the 
feedwater control system allows the startup feedwater (SFW) 
pumps to start upon initiation of a reactor trip. This proposed 
change will align the feedwater controller logic with the 
guidance in the Advanced Light Water Reactor Utility 
Requirements Document (ALWR URD). 


7/6/2015 Under NRC Review 


The gaps in LAR number sequencing are due to the order of submittal to the NRC. 
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Topic Description of Change 
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Submittal 
Date 
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LAR 14-15 - Compressed and 
Instrument Air Supply Modification 


The proposed change would revise the Combined Licenses 
(COLs) in regard to removing a supply line from the Compressed 
and Instrument Air System (CAS) to the generator breaker 
package and involves changes to related plant-specific Tier 1 
information, with corresponding changes to associated COL 
Appendix C information. 


10/30/2014 Under NRC Review 


LAR 14-16 - Condensate Water 
Storage Tank Volume 


No description provided. This is no longer a LAR 


Changed to a Non-LAR Departure 


LAR 14-18 - Containment Hydrogen 
Igniter Changes 


The proposed departures consist of changes to plant-specific Tier 
I (and COL Appendix C) tables and UFSAR tables, text, and 
figures related to the addition of two hydrogen igniters above the 
In-Containment Refueling Water Storage Tank (IRWST) roof 
vents to improve hydrogen burn capabilities, incorporating 
consistency changes to a plant-specific Tier 1 table to clarify the 
minimum surface temperature of the hydrogen igniters and 
igniter location, removal of hydrogen igniters from the Protection 
and Safety Monitoring System (PMS) from a plant-specific Tier 
1 table, and clarification of hydrogen igniter controls in a Tier 1 
table. 


5/6/2015 Under NRC Review 


LAR 14-19 - HFE OSA Task Update 
and Removal of WCAP-15847 


Tier 2* document WCAP-15847 identifies documents that were 
used to support the AP1000 Design Certification. These 
documents have either been superseded or discontinued. 
Therefore, an amendment is being proposed to implement the 
necessary Tier 2* changes to delete WCAP-15847 from the 
UFSAR. In addition to this change, a Human Factors 
Engineering (HFE) Operational Sequence Analysis (OSA) task 
related to the Automatic Depressurization System (ADS) needs 
to be clarified. 


1/27/2015 Approved on 6/2/2015 


The gaps in LAR number sequencing are due to the order of submittal to the NRC 
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LAR 15-01 - HFE V&V Plan Updates 
to Support ISV 


The proposed changes will resolve inconsistencies and 
implement changes identified during the review of Human 
Factors (HF) Verification and Validation (V&V) plans. These 
changes involve revising Tier 2* information contained within 
the Human Factors Engineering (HFE) Design Verification, Task 
Support Verification and Integrated System Validation (ISV) 
plans. 


2/10/2015 Approved on 9/23/2015 


LAR 15-03 - Main Control Room 
Emergency Habitability System 
(VES) Design Changes 


The proposed chanies revise the COLs concerning the design 
details of the Main Control Room Emergency Habitability 
System (YES). These proposed changes would revise ASME 
safety classification and transition location, equipment 
orientation and removal, and identification of the number of 
emergency air storage tanks 


6/30/2015 Under NRC Review 


LAR 15-07 - Reclassification of Tier 
2* Information on Fire Area Figures 


The requested amendment and exemption identify portions of the 
licensing basis that would more appropriately be classified as 
Tier 2, specifically the Tier 2* information on Fire Area Figures 
9A-1, 9A-2, 9A-3, 9A-4, 9A-5, and 9A-201 in the VCSNS 2 and 
3 Updated Final Safety Analysis Report. 


5/4/2015 Under NRC Review 


LAR 15-08 - Supplemental 
Requirements for Mechanical 
Coupler Weld Acceptability 


The proposed change is that, using the AISC N690-1994 SLC of 
1.6, rebar sizes #4, #5, and #6 C2/C3J couplers demonstrate the 
required weld capacity through analysis. For rebar sizes 47 


through #11 C2/C3J couplers, this activity proposes testing as 
permitted by AISC N690-1994 Section Q1.22.2 to demonstrate 
the weld capacity for 125% of the specified yield strength 
loading of the rebar by performing a series of a minimum of six 
static and three cyclic tests on representative samples of each of 
the five sizes of the coupler-rebar- weld system. 


8/24/2015 Under NRC Review 


The gaps In LAR number sequencing are due to the order of submittal to the NRC. 
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Date 


Status 


LAR 15-09 - Use of AWS D1.1-2000 
Criteria for Structural Welds 


The requested amendment proposes to depart from Tier 2* and 
associated Tier 2 information in the Updated Final Safety 
Analysis Report (UFSAR) (which includes the plant-specific 
DCD Tier 2 information) to revise the application of American 
Institute for Steel Construction (AISC) N690-1994, Specification 
for the Design, Fabrication and Erection of Steel Safety-Related 
Structures for Nuclear Facilities, to allow use of American 
Welding Society (AWS) D1.1-2000, Structural Welding Code-
Steel, in lieu of the AWS D1.1-1992 edition identified in AISC 
N690-1994. 


5/26/2015 Approved on 9/1/2015 


LAR 15-17 - Addition of New 
Turbine Building Sump Pimps to 
ITAAC 


The proposed amendment would depart from plant-specific Tier 
1 information by adding two turbine building sump pumps to 
accommodate the increased flow that will be experienced during 
condensate polishing system rinsing operations. The proposed 
change also indicates that there is more than one main turbine 
building sump. Because flow into the turbine building sumps 
may be radiologically contaminated, the turbine building sump 
pumps will cease operation if a high radiation signal is present. 


9/30/2015 Under NRC Review 


The gaps In LAR number sequencing are due to the order of submittal to the NRC. 
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 Smaller reporting company  o   
South Carolina Electric & Gas Company Large accelerated filer  o Accelerated filer  o Non-accelerated filer  x


 Smaller reporting company  o   


Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
SCANA Corporation Yes o No x  South Carolina Electric & Gas Company Yes o No x
 
Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date.


 Description of Shares Outstanding
Registrant Common Stock at October 31, 2015
SCANA Corporation Without Par Value 142,916,917
South Carolina Electric & Gas Company Without Par Value         40,296,147 (a)


 (a) Held beneficially and of record by SCANA Corporation.
 
This combined Form 10-Q is separately filed by SCANA Corporation and South Carolina Electric & Gas Company.  Information contained herein relating to any individual
company is filed by such company on its own behalf.  Each company makes no representation as to information relating to the other company.
 
South Carolina Electric & Gas Company meets the conditions set forth in General Instruction H(1)(a) and (b) of Form 10-Q and therefore is filing this Form with the
reduced disclosure format allowed under General Instruction H(2).
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION
 


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, “forward-looking statements” 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 “may,” “will,” “could,” “should,” “expects,” “forecasts,” “plans,” “anticipates,” “believes,” “estimates,” “projects,” “predicts,”
“potential” or “continue” 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) legislative and regulatory actions, particularly changes in rate regulation, regulations governing electric grid reliability and


pipeline integrity, environmental regulations, and actions affecting the construction of new nuclear units;
(3) current and future litigation;
(4) changes in the economy, especially in areas served by subsidiaries of SCANA;
(5) the impact of competition from other energy suppliers, including competition from alternate fuels in industrial markets;
(6) the impact of conservation and demand side management efforts and/or technological advances on customer usage;
(7) the loss of sales to distributed generation, such as solar photovoltaic systems;
(8) growth opportunities for SCANA’s regulated and diversified subsidiaries;
(9) the results of short- and long-term financing efforts, including prospects for obtaining access to capital markets and


other sources of liquidity;
(10) the effects of weather, especially in areas where the generation and transmission facilities of SCANA and its


subsidiaries (the Company) are located and in areas served by SCANA’s subsidiaries;
(11) changes in SCANA’s or its subsidiaries’ accounting rules and accounting policies;
(12) payment and performance by counterparties and customers as contracted and when due;
(13) the results of efforts to license, site, construct and finance facilities for electric generation and transmission, including nuclear generating facilities, and


the results of efforts to operate its electric and gas systems and assets in accordance with acceptable performance standards;
(14) maintaining creditworthy joint owners for SCE&G’s new nuclear generation project;
(15) the ability of suppliers, both domestic and international, to timely provide the labor, secure processes, components,


parts, tools, equipment and other supplies needed, at agreed upon quality and prices, for our construction program, operations and maintenance;
(16) the results of efforts to ensure the physical and cyber security of key assets and processes;
(17) 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;


(18) the availability of skilled and experienced human resources to properly manage, operate, and grow the Company’s
businesses;


(19) labor disputes;
(20) performance of SCANA’s pension plan assets;
(21) changes in taxes and tax credits, including production tax credits for new nuclear units;
(22) inflation or deflation;
(23) compliance with regulations;
(24) natural disasters and man-made mishaps that directly affect our operations or the regulations governing them; and
(25) the other risks and uncertainties described from time to time in the reports filed by SCANA or SCE&G with the SEC.


 
SCANA and SCE&G disclaim any obligation to update any forward-looking statements.
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DEFINITIONS
 


The following abbreviations used in the text have the meanings set forth below unless the context requires otherwise: 


TERM MEANING
AFC Allowance for Funds Used During Construction
ANI American Nuclear Insurers
AOCI Accumulated Other Comprehensive Income
ARO Asset Retirement Obligation
BLRA Base Load Review Act
CAA Clean Air Act, as amended
CAIR Clean Air Interstate Rule
CB&I Chicago Bridge & Iron Company N.V.
CCR Coal Combustion Residuals
CEO Chief Executive Officer
CFO Chief Financial Officer
CERCLA Comprehensive Environmental Response, Compensation and Liability Act
CGT Carolina Gas Transmission Corporation
COL Combined Construction and Operating License
Company SCANA, together with its consolidated subsidiaries
Consolidated SCE&G SCE&G and its consolidated affiliates
Consortium A consortium consisting of WEC and Stone & Webster
Court of Appeals United States Court of Appeals for the District of Columbia
CSAPR Cross-State Air Pollution Rule
CUT Customer Usage Tracker
CWA Clean Water Act
DER Distributed Energy Resource
DHEC South Carolina Department of Health and Environmental Control
DOE United States Department of Energy
DSM Programs Demand reduction and energy efficiency programs
ELG Rule New federal effluent limitation guidelines for steam electric generating units
Energy Marketing The divisions of SEMI, excluding SCANA Energy
EPA United States Environmental Protection Agency
EPC Contract Engineering, Procurement and Construction Agreement dated May 23, 2008
FASB Financial Accounting Standards Board
FERC United States Federal Energy Regulatory Commission
Fuel Company South Carolina Fuel Company, Inc.
GAAP Accounting principles generally accepted in the United States of America
GENCO South Carolina Generating Company, Inc.
GHG Greenhouse Gas
GPSC Georgia Public Service Commission
GWh Gigawatt hour
IRP Integrated Resource Plan
IRS Internal Revenue Service
Level 1 A fair value measurement using unadjusted quoted prices in active markets for identical assets or liabilities
Level 2 A fair value measurement using observable inputs other than those for Level 1, including quoted prices for


similar (not identical) assets or liabilities or inputs that are derived from observable market data by correlation
or other means


Level 3 A fair value measurement using unobservable inputs, including situations where there is little, if any, market
activity for the asset or liability


LOC Lines of Credit
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MATS Mercury and Air Toxics Standards
MGP Manufactured Gas Plant
MMBTU Million British Thermal Units
MW or MWh Megawatt or Megawatt-hour
NAAQS National Ambient Air Quality Standards
NASDAQ The NASDAQ Stock Market, Inc.
NCUC North Carolina Utilities Commission
NEIL Nuclear Electric Insurance Limited
New Units Nuclear Units 2 and 3 under construction at Summer Station
NPDES National Permit Discharge Elimination System
NRC United States Nuclear Regulatory Commission
NSPS New Source Performance Standards
Nuclear Waste Act Nuclear Waste Policy Act of 1982
NYMEX New York Mercantile Exchange
OCI Other Comprehensive Income
October 2015 Amendment Amendment to the EPC Contract dated October 27, 2015
ORS South Carolina Office of Regulatory Staff
PGA Purchased Gas Adjustment
Price-Anderson Price-Anderson Indemnification Act
PSNC Energy Public Service Company of North Carolina, Incorporated
Retail Gas Marketing SCANA Energy
RSA Natural Gas Rate Stabilization Act
Santee Cooper South Carolina Public Service Authority
SCANA SCANA Corporation, the parent company
SCANA Energy A division of SEMI which markets natural gas in Georgia
SCE&G South Carolina Electric & Gas Company
SCI SCANA Communications, Inc.
SCPSC Public Service Commission of South Carolina
SEC United States Securities and Exchange Commission
SEMI SCANA Energy Marketing, Inc.
Spirit Communications SCTG Communications, Inc. (a wholly owned subsidiary of SCTG, LLC) d/b/a Spirit Communications
Stone & Webster CB&I Stone & Webster, Inc., a subsidiary of CB&I
Summer Station V. C. Summer Nuclear Station
VIE Variable Interest Entity
WEC Westinghouse Electric Company LLC
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PART I.  FINANCIAL INFORMATION


SCANA CORPORATION FINANCIAL SECTION
ITEM 1. F INANCIAL STATEMENTS


SCANA CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS


(Unaudited) 


Millions of dollars  
September 30, 


2015  
December 31, 


2014
Assets     
Utility Plant In Service  $ 12,692  $ 12,289
Accumulated Depreciation and Amortization  (4,268)  (4,088)
Construction Work in Progress  3,790  3,323
Plant to be Retired, Net  —  169
Nuclear Fuel, Net of Accumulated Amortization  305  329
Goodwill, net of writedown of $230  210  210


Utility Plant, Net  12,729  12,232
Nonutility Property and Investments:     
     Nonutility property, net of accumulated depreciation of $122 and $122   281  284


Assets held in trust, net-nuclear decommissioning  113  113
Other investments  73  75
Nonutility Property and Investments, Net  467  472


Current Assets:     
Cash and cash equivalents  54  137


     Receivables, net of allowance for uncollectible accounts of $5 and $7  618  838
Inventories (at average cost):    


Fuel and gas supply  164  222
Materials and supplies  147  139


Prepayments  132  320
     Other current assets  106  148
     Assets held for sale  —  341
     Total Current Assets  1,221  2,145
Deferred Debits and Other Assets:     


Regulatory assets  1,884  1,823
Other  205  180
Total Deferred Debits and Other Assets  2,089  2,003


Total  $ 16,506  $ 16,852


See Notes to Condensed Consolidated Financial Statements.
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Millions of dollars  
September 30, 


2015  
December 31, 


2014
Capitalization and Liabilities   
Common Stock - no par value (shares outstanding: September 30, 2015 - 142.9 million; December 31, 2014 -


142.7 million)  $ 2,391  $ 2,378
Retained Earnings  3,098  2,684
Accumulated Other Comprehensive Loss  (70)  (75)


Total Common Equity  5,419  4,987
Long-Term Debt, net  6,018  5,531


Total Capitalization  11,437  10,518
Current Liabilities:   


Short-term borrowings  264  918
Current portion of long-term debt  16  166
Accounts payable  312  520
Customer deposits and customer prepayments  110  98
Taxes accrued  183  182
Interest accrued  85  83
Dividends declared  76  73
Liabilities held for sale  —  52
Derivative financial instruments  125  233
Other  123  208
Total Current Liabilities  1,294  2,533


Deferred Credits and Other Liabilities:   
Deferred income taxes, net  1,839  1,866
Deferred investment tax credits  26  28
Asset retirement obligations  489  563
Postretirement benefits  320  315
Regulatory liabilities  859  814
Other  242  215
Total Deferred Credits and Other Liabilities  3,775  3,801


Commitments and Contingencies (Note 9)  —  —
Total  $ 16,506  $ 16,852
 
See Notes to Condensed Consolidated Financial Statements.
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SCANA CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF INCOME


(Unaudited)
 


 Three Months Ended  Nine Months Ended
  September 30,  September 30,
Millions of dollars, except per share amounts  2015  2014  2015  2014
Operating Revenues:       


Electric  $ 742  $ 739  $ 2,008  $ 2,027
Gas - regulated  112  132  610  740
Gas - nonregulated  214  250  805  969
Total Operating Revenues  1,068  1,121  3,423  3,736


Operating Expenses:        
Fuel used in electric generation  187  212  525  636
Purchased power  14  13  38  54
Gas purchased for resale  260  304  1,030  1,291
Other operation and maintenance  182  169  527  523
Depreciation and amortization  75  96  267  286
Other taxes  58  58  176  174
Total Operating Expenses  776  852  2,563  2,964


Gain on sale of CGT, net of transaction costs  —  —  235  —
Operating Income  292  269  1,095  772
Other Income (Expense):        


Other income  19  18  56  103
Other expense  (16)  (12)  (44)  (39)
Gain on sale of SCI, net of transaction costs  —  —  107  —
Interest charges, net of allowance for borrowed funds used during construction of $5, $5,
$12 and $13  (81)  (79)  (236)  (231)
Allowance for equity funds used during construction  8  11  20  26
Total Other Income (Expense)  (70)  (62)  (97)  (141)


Income Before Income Tax Expense  222  207  998  631
Income Tax Expense  73  63  350  198
Net Income  $ 149  $ 144  $ 648  $ 433


        
Basic and Diluted Earnings Per Share of Common Stock  $ 1.04  $ 1.01  $ 4.53  $ 3.06
Weighted Average Common Shares Outstanding (millions)  142.9  142.1  142.9  141.6
Dividends Declared Per Share of Common Stock  $ 0.545  $ 0.525  $ 1.635  $ 1.575


See Notes to Condensed Consolidated Financial Statements.
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SCANA CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME


(Unaudited) 


  
Three Months Ended


September 30,  
Nine Months Ended


September 30,
Millions of dollars  2015  2014  2015  2014
Net Income  $ 149  $ 144  $ 648  $ 433
Other Comprehensive Income (Loss), net of tax:         


Unrealized Gains (Losses) on Cash Flow Hedging Activities:         
Unrealized gains (losses) on cash flow hedging activities arising during period, net of


tax of $(4), $(1), $(5) and $(2)  (7)  (2)  (8)  (3)
Cash flow hedging activities reclassified to interest expense, net tax of $1, $1, $3, and


$3  2  2  6  5
Cash flow hedging activities reclassified to gas purchased for resale, net of tax of $-, $-,


$6, and $(3)  1  —  10  (4)
Net unrealized gains (losses) on cash flow hedging activities  (4)  —  8  (2)
Deferred cost of employee benefit plans, net of tax of $-, $-, $(2) and $-  1  1  (3)  1


      Other Comprehensive Income (Loss)  (3)  1  5  (1)
Total Comprehensive Income  $ 146  $ 145  $ 653  $ 432


See Notes to Condensed Consolidated Financial Statements.
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SCANA CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS


(Unaudited) 


  Nine Months Ended September 30,
Millions of dollars  2015  2014
Cash Flows From Operating Activities:   


Net income  $ 648  $ 433
Adjustments to reconcile net income to net cash provided from operating activities:   


Gain on sale of subsidiaries  (355)  —
Losses from equity method investments  2  2
Deferred income taxes, net  (98)  63
Depreciation and amortization  276  298
Amortization of nuclear fuel  41  31
Allowance for equity funds used during construction  (20)  (26)
Carrying cost recovery  (9)  (7)
Changes in certain assets and liabilities:    


—


Receivables  192  111
Inventories  2  (34)
Prepayments  196  (99)
Regulatory assets  92  (171)
Regulatory liabilities  9  (133)
Accounts payable  (85)  (18)
Taxes accrued  2  (69)
Pension and other post retirement benefits  (1)  (13)
Derivative financial instruments  (108)  105
Other assets  73  25
Other liabilities  (50)  60


Net Cash Provided From Operating Activities  807  558
Cash Flows From Investing Activities:   


Property additions and construction expenditures  (851)  (778)
Proceeds from sale of subsidiaries  647  —
Proceeds from investments (including derivative collateral returned)  872  204
Purchase of investments (including derivative collateral posted)  (872)  (247)
Payments upon interest rate derivative contract settlement  (152)  (34)
Proceeds upon interest rate derivative contract settlement  10  —


Net Cash Used For Investing Activities  (346)  (855)
Cash Flows From Financing Activities:   


Proceeds from issuance of common stock  14  75
Proceeds from issuance of long-term debt  491  294
Repayment of long-term debt  (164)  (17)
Dividends  (231)  (220)
Short-term borrowings, net  (654)  111


Net Cash Provided From (Used for) Financing Activities  (544)  243
Net Decrease In Cash and Cash Equivalents  (83)  (54)
Cash and Cash Equivalents, January 1  137  136
Cash and Cash Equivalents, September 30  $ 54  $ 82


Supplemental Cash Flow Information:   


Cash paid for– Interest (net of capitalized interest of $12 and $13)  $ 224  $ 225
– Income taxes  184  246


Noncash Investing and Financing Activities:    
Accrued construction expenditures  85  108
Capital leases  5  4


 See Notes to Condensed Consolidated Financial Statements.
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SCANA CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS


For the Three and Nine Months Ended September 30, 2015 and 2014
(Unaudited)


 
The following notes should be read in conjunction with the Notes to Consolidated Financial Statements appearing in SCANA’s Annual Report on


Form 10-K for the year ended December 31, 2014. These are interim financial statements and, due to the seasonality of the Company’s 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.


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Use of Estimates
 


The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amount of revenues and expenses during the reporting period. Actual results could differ from those estimates.


 
Plant to be Retired


At December 31, 2014, SCE&G expected to retire three units that are or were coal-fired by 2020, which was prior to the end of the previously
estimated useful lives over which the units were being depreciated. As such, these units were identified as Plant to be Retired. In the third quarter of 2015, in
connection with the adoption of a customary depreciation study and related analysis, SCE&G determined that these three units would not likely be retired by
2020 (see Note 2), and their depreciation rates were set to recover the units' net carrying value over their respective revised useful lives. Accordingly, the net
carrying value of these units is no longer classified as Plant to be Retired at September 30, 2015.
 
Asset Management and Supply Service Agreements
 


PSNC Energy utilizes asset management and supply service agreements with counterparties for certain natural gas storage facilities.  Such
counterparties held 50% and 48% of PSNC Energy’s natural gas inventory at September 30, 2015
and December 31, 2014, respectively, with a carrying value of $19.1 million and $26.1 million, respectively, through either capacity release or agency
relationships.  Under the terms of the asset management agreements, PSNC Energy receives storage asset management fees of which 75% are credited to rate
payers. No fees are received under supply service agreements. The agreements, which expired on March 31, 2015, were replaced with similar agreements
scheduled to expire March 31, 2017.


Income Statement Presentation


The Company presents the revenues and expenses of its regulated businesses and its retail natural gas marketing businesses (including those
activities of segments described in Note 10) within operating income, and it presents all other activities within other income (expense). Consistent with this
presentation, the gain on the sale of CGT is reflected within operating income and the gain on the sale of SCI is reflected within other income (expense).


New Accounting Matters


In April 2014, the FASB issued accounting guidance for reporting discontinued operations and disclosures of disposals of components of an entity.
Under this guidance, only those discontinued operations which represent a strategic shift that will have a major effect on an entity’s operations and financial
results should be reported as discontinued operations in the financial statements. As permitted, the Company adopted this guidance for the period ended
December 31, 2014.


In May 2014, the FASB issued accounting guidance for revenue arising from contracts with customers that supersedes most current revenue
recognition guidance, including industry-specific guidance. The new revenue recognition model provides a five-step analysis in determining when and how
revenue is recognized, and will require revenue recognition to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration a company expects to receive in exchange for those goods or services. After the FASB's delay in the effective date of the revenue guidance by
one year, the Company is required to adopt this guidance in the first quarter of 2018 and early adoption is permitted beginning in the first
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quarter of 2017. The Company has not determined the impact this guidance will have on its results of operations, cash flows or financial position.


In April 2015, the FASB issued accounting guidance intended to simplify the presentation of debt issuance costs by requiring that such costs be
deducted from the carrying amounts related to debt liabilities when presented in the balance sheet. As permitted, the Company expects to early adopt this
guidance in the fourth quarter of 2015.  The Company does not expect the adoption of this guidance to have a significant impact on its financial position. 
The guidance will not affect the Company’s results of operations or cash flows.


In April 2015, the FASB issued accounting guidance related to fees paid by a customer in a cloud computing arrangement.  Among other things, the
guidance clarifies how to account for a software license element included in a cloud computing arrangement, and makes explicit that a cloud computing
arrangement not containing a software license element should be accounted for as a service contract. The Company has evaluated this guidance and has
determined it will not significantly impact the Company’s results of operations, cash flows or financial position. The Company expects to adopt this
guidance in the first quarter of 2016.


In July 2015, the FASB issued accounting guidance intended to simplify the subsequent measurement of inventory cost by requiring most inventory
to be measured at the lower of cost and net realizable value. The Company expects to adopt this guidance when required in the first quarter of 2017. The
Company is evaluating this guidance and has not determined what impact it will have on its results of operations, cash flows or financial position.


2. RATE AND OTHER REGULATORY MATTERS
 


Rate Matters
 
Electric - Cost of Fuel
 
SCE&G's retail electric rates include 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.


Pursuant to an April 2014 SCPSC order, SCE&G increased its base fuel cost component by approximately $10.3 million for the 12-month period
beginning with the first billing cycle of May 2014. The base fuel cost increase was offset by a reduction in SCE&G's rate rider related to pension costs
approved by the SCPSC in March 2014. In addition, pursuant to the April 2014 order, electric revenue for 2014 was reduced by approximately $46 million
for adjustments to the fuel cost component and related under-collected fuel balance. Such adjustments are fully offset by the recognition within other income
of gains realized from the late 2013 settlement of certain interest rate derivatives which had been entered into in anticipation of the issuance of long-term
debt, which gains had been deferred as a regulatory liability. The order also provided for the accrual of certain debt-related carrying costs on its under-
collected balance of base fuel costs during the period May 1, 2014 through April 30, 2015.


The cost of fuel includes amounts paid by SCE&G pursuant to the Nuclear Waste Act for the disposal of spent nuclear fuel. As a result of a November
2013 decision by the Court of Appeals, the DOE set the Nuclear Waste Act fee to zero effective May 16, 2014. The impact of changes to the Nuclear Waste
Act fee is considered during annual fuel rate proceedings.


By order dated April 30, 2015, the SCPSC approved a settlement agreement among SCE&G and certain other parties in which SCE&G agreed to
decrease the total fuel cost component of retail electric rates. Under this order, SCE&G is to recover an amount equal to its under-collected balance of base
fuel and variable environmental costs as of April 30, 2015, over the subsequent 12-month period beginning with the first billing cycle of May 2015.


By order dated July 15, 2015, the SCPSC approved a settlement agreement among SCE&G and certain other parties concerning SCE&G's petition
for approval to participate in a DER program and to recover DER program costs as a separate component of SCE&G's overall fuel factor. Under this order,
SCE&G will, among other things, develop renewable energy facilities with a nameplate capacity of at least 84.5 MW by the end of 2020 and have at least 30
MW of utility-scale solar capacity in service by the end of 2016. The order also requires SCE&G to develop incentives for solar energy generated by
residential and commercial customers. SCE&G will also make incentives available for residential customers receiving solar power from community solar-
programs.


By order dated September 16, 2015, the SCPSC approved SCE&G's request to adopt lower depreciation rates for electric and common plant effective
January 1, 2015 resulting in $29 million (or $.12 cents per share) in lower depreciation
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expense annually. These rates were based on the results of a depreciation study conducted by SCE&G using utility plant balances as of December 31, 2014.
In connection with the adoption of the revised depreciation rates, SCE&G recorded lower depreciation expense of approximately $22 million (or $.09 cents
per share) in the third quarter of 2015, and pursuant to the SCPSC order, SCE&G reduced its electric operating revenues by approximately $14.5 million (or
$.06 cents per share) with an offset to under-collected fuel included within Receivables in the balance sheet. Accordingly, the Company's net income for each
of the three and nine months ended September 30, 2015, increased approximately $4.5 million as a result of this change in estimate.
 


Electric - Base Rates


Pursuant to an SCPSC order, SCE&G removes from rate base deferred income tax assets arising from capital expenditures related to the New Units
and accrues carrying costs on those amounts during periods in which they are not included in rate base.  Such carrying costs are determined at SCE&G’s
weighted average long-term debt borrowing rate and are recorded as a regulatory asset and other income. Carrying costs during the three and nine months
ended September 30, 2015 totaled $2.4 million and $6.5 million, respectively, and during the three and nine months ended September 30, 2014 totaled $1.6
million and $4.1 million, respectively. SCE&G anticipates that when the New Units are placed in service and accelerated tax depreciation is recognized on
them, these deferred income tax assets will decline. When these assets are fully offset by related deferred income tax liabilities, the carrying cost accruals will
cease, and the regulatory asset will begin to be amortized.


The SCPSC has approved a suite of DSM Programs for development and implementation. SCE&G offers to its retail electric customers several
distinct programs designed to assist customers in reducing their demand for electricity and improving their energy efficiency. SCE&G submits annual filings
to the SCPSC related to these programs which include actual program costs, net lost revenues (both forecasted and actual), customer incentives, and net
program benefits, among other things. As actual DSM Program costs are incurred, they are deferred as regulatory assets (see Regulatory Assets and Regulatory
Liabilities below) and recovered through a rate rider approved by the SCPSC. The rate rider also provides for recovery of net lost revenues and for a shared
savings incentive. The SCPSC approved the following rate riders pursuant to the annual DSM Programs filings, which went into effect as indicated below:


Year  Effective  Amount
2015  First billing cycle of May  $ 32.0 million
2014  First billing cycle of May  $ 15.4 million
2013  First billing cycle of May  $ 16.9 million


In April 2014, the SCPSC issued an order approving, among other things, SCE&G’s request to utilize approximately $17.8 million of the gains from
the late 2013 settlement of certain interest rate derivative instruments, previously deferred as regulatory liabilities, to offset a portion of SCE&G’s DSM
Programs rate rider. This order also allowed SCE&G to apply $5.0 million of its storm damage reserve and $5.0 million of the gains from the settlement of
certain interest rate derivative instruments to offset previously deferred amounts.


Electric – BLRA


Under the BLRA, SCE&G may file revised rates with the SCPSC each year to incorporate the financing cost of any incremental construction work in
progress incurred for new nuclear generation. Through 2015, requested rate adjustments have been based on SCE&G's updated cost of debt and capital
structure and on an allowed return on common equity of 11.0%. The SCPSC has approved recovery of the following amounts under the BLRA effective for
bills rendered on and after October 30 in the following years:


Year  Action  Amount
2015  2.6% Increase  $ 64.5 million
2014  2.8% Increase  $ 66.2 million
2013  2.9% Increase  $ 67.2 million


In September 2015 the SCPSC approved a revision to the allowed return on equity for new nuclear construction from 11.0% to 10.5%. This revised
return on equity will be applied prospectively for the purpose of calculating revised rates sought by SCE&G under the BLRA on and after January 1, 2016,
until such time as the New Units are completed. See Note 9.
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Gas - SCE&G


The RSA 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 has approved the following rate changes pursuant to annual RSA filings effective with the first billing
cycle of November in the following years: 


Year  Action  Amount
2015    No change  -
2014  0.6% Decrease  $ 2.6 million
2013    No change  -


SCE&G's natural gas tariffs include a PGA that provides for the recovery of actual gas costs incurred, including transportation costs. SCE&G's gas
rates are calculated using a methodology which may adjust the cost of gas monthly based on a 12-month rolling average, and its gas purchasing policies and
practices are reviewed annually by the SCPSC. The annual review conducted for the 12-month period ended July 31, 2014 resulted in the SCPSC issuing an
order finding that SCE&G's gas purchasing policies and practices during the review period were reasonable and prudent. SCE&G's 2015 annual PGA hearing
was held on November 5, 2015 and the SCPSC's decision is pending.


Gas - PSNC Energy
 
PSNC Energy's Rider D rate mechanism allows it to recover from customers all prudently incurred gas costs and certain related uncollectible


expenses as well as losses on negotiated gas and transportation sales.
 
PSNC Energy establishes rates using a benchmark cost of gas approved by the NCUC, which may be periodically adjusted to reflect changes in the


market price of natural gas. PSNC Energy revises its tariffs as necessary to track these changes and accounts for any over- or under-collection of the delivered
cost of gas in its deferred accounts for subsequent rate consideration. The NCUC reviews PSNC Energy’s gas purchasing practices annually. In addition,
PSNC Energy utilizes a CUT which allows it to adjust its base rates semi-annually for residential and commercial customers based on average per customer
consumption.


In October 2015, in connection with PSNC Energy's 2015 Annual Prudence Review, the NCUC determined that PSNC Energy's gas costs, including
all hedging transactions, were reasonable and prudently incurred during the 12 months ended March 31, 2015.


In May 2014, the NCUC issued an order requiring utilities to adjust rates to reflect changes in the state corporate income tax rate that had been
enacted by the North Carolina legislature and to file a proposal to refund amounts previously collected on a provisional basis. Pursuant to the order, PSNC
Energy lowered its rates effective July 1, 2014, and refunded the amounts previously collected through the normal operation of its Rider D rate mechanism.
These amounts were not significant for any period presented.


Regulatory Assets and Regulatory Liabilities
 


The Company’s cost-based, rate-regulated utilities recognize in their financial statements certain revenues and expenses in different periods than do
other enterprises.  As a result, the Company has recorded regulatory assets and regulatory liabilities which are summarized in the following tables. Other than
unrecovered plant, substantially all regulatory assets are either explicitly excluded from rate base or are effectively excluded from rate base due to their being
offset by related liabilities.
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Millions of dollars  
September 30, 


2015  
December 31, 


2014
Regulatory Assets:   
Accumulated deferred income taxes  $ 284  $ 284
Under-collections - electric fuel adjustment clause  —  20
Environmental remediation costs  39  40
AROs and related funding  376  366
Franchise agreements  23  26
Deferred employee benefit plan costs  328  350
Planned major maintenance  —  2
Deferred losses on interest rate derivatives  538  453
Deferred pollution control costs  35  36
Unrecovered plant  128  137
DSM Programs  59  56
Carrying costs on deferred tax assets related to nuclear construction  15  9
Pipeline integrity management costs  16  9
Other  43  35
Total Regulatory Assets  $ 1,884  $ 1,823


Regulatory Liabilities:   
Accumulated deferred income taxes  $ 22  $ 22
Asset removal costs  729  703
Storm damage reserve  6  6
Deferred gains on interest rate derivatives  87  82
Planned major maintenance  12  —
Other  3  1
Total Regulatory Liabilities  $ 859  $ 814


Accumulated deferred income tax liabilities that arose from utility operations that have not been included in customer rates are recorded as a
regulatory asset.  Substantially all of these regulatory assets relate to depreciation and are expected to be recovered over the remaining lives of the related
property which may range up to approximately 85 years.  Similarly, 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


SCPSC which are expected to be recovered in retail electric rates over periods exceeding 12 months. 


Environmental remediation costs represent costs associated with the assessment and clean-up of sites currently or formerly owned by the Company,
and are expected to be recovered over periods of up to approximately 24 years.


 
ARO and related funding represents the regulatory asset associated with the legal obligation to decommission and dismantle Summer Station and


conditional AROs related to generation, transmission and distribution properties, including gas pipelines. These regulatory assets are expected to be
recovered over the related property lives and periods of decommissioning which may range up to approximately 110 years.


 
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 is recovering these amounts through cost of service rates through approximately 2021.


Employee benefit plan costs of the regulated utilities have historically been recovered as they have been recorded under GAAP. Deferred employee
benefit plan costs represent amounts of pension and other postretirement benefit costs which were accrued as liabilities and treated as regulatory assets
pursuant to FERC guidance, and costs deferred pursuant to specific SCPSC regulatory orders. Accordingly, in 2013 SCE&G began recovering through utility
rates approximately $63 million of deferred pension costs for electric operations over approximately 30 years and approximately $14 million of deferred
pension costs for gas operations over approximately 14 years. The remainder of the deferred benefit costs are expected to be recovered through utility rates,
primarily over average service periods of participating employees, or up to approximately 12 years.
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Planned major maintenance related to certain fossil fueled turbine/generation equipment and nuclear refueling outages is accrued in periods other


than when incurred, pursuant to specific SCPSC orders. SCE&G collects and accrues $18.4 million annually for fossil fueled turbine/generation equipment
maintenance, and collects and accrues $17.2 million annually for nuclear-related refueling charges.


Deferred losses or gains on interest rate derivatives represent (i) the effective portions of changes in fair value and payments made or received upon
settlement of certain interest rate derivatives designated as cash flow hedges and (ii) the changes in fair value and payments made or received upon settlement
of certain other interest rate derivatives not so designated. The amounts recorded with respect to (i) are expected to be amortized to interest expense over the
lives of the underlying debt through 2043. The amounts recorded with respect to (ii) are expected to be similarly amortized to interest expense through 2065
except when, in the case of deferred gains, such amounts are applied otherwise at the direction of the SCPSC.


Deferred pollution control costs represent deferred depreciation and operating and maintenance costs associated with the scrubbers installed at
certain coal-fired generating plants pursuant to specific regulatory orders. Such costs are being recovered through utility rates through 2045.


 
Unrecovered plant represents the carrying value of coal-fired generating units, including related materials and supplies inventory, retired from


service prior to being fully depreciated. Pursuant to SCPSC approval, SCE&G will amortize these amounts through cost of service rates over the units'
previous estimated remaining useful lives through approximately 2025. Unamortized amounts are included in rate base and are earning a current return.


DSM Programs represent deferred costs associated with such programs. As a result of an April 2015 SCPSC order, deferred costs are currently being
recovered over approximately five years through an approved rate rider. 


Carrying costs on deferred tax assets related to nuclear construction are calculated on accumulated deferred income tax assets associated with the
New Units which are not part of electric rate base using the weighted average long-term debt cost of capital. These carrying costs will be amortized over ten
years beginning in approximately 2021.


Pipeline integrity management costs represent costs incurred to comply with regulatory requirements related to certain natural gas pipelines located
near moderate to high density populations. Such costs at SCE&G will be amortized at $1.9 million annually beginning in November 2015. Such costs at
PSNC Energy will be considered for recovery through rates in its next general rate proceeding.


Various other regulatory assets are expected to be recovered in rates over periods of up to approximately 30 years.
 
Asset removal costs represent estimated net collections through depreciation rates of amounts 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. Pursuant to specific regulatory orders, SCE&G has suspended storm
damage reserve collection through rates indefinitely. During the nine months ended September 30, 2015, no amounts were applied to offset incremental
storm damage costs.


 
The SCPSC, the NCUC or the FERC has reviewed and approved through specific orders most of the items shown as regulatory assets. Other


regulatory assets include, but are not limited to, certain costs which have not been specifically approved for recovery by the SCPSC, the NCUC or by the
FERC. In recording such 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. The costs are currently not 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 or changes in accounting requirements, the Company could be required to
write off its regulatory assets and liabilities. Such an event could have a material effect on the Company's results of operations, liquidity or financial position
in the period the write-off would be recorded.
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3. COMMON EQUITY


Changes in common equity during the nine months ended September 30, 2015 and 2014 were as follows:


  Common Stock    
Accumulated Other Comprehensive Income


(Loss)   


Millions  Shares  
Outstanding


Amount  
Treasury
Shares  


Retained
Earnings  


Gains(Losses)
on Cash Flow


Hedges  


Deferred
Employee


Benefit Plans  
Total


AOCI  


Total
Common


Equity


Balance as of January 1, 2015  143  $ 2,388  $ (10)  $ 2,684  $ (63)  $ (12)  $ (75)  $ 4,987
Net Income        648        648
Other Comprehensive Income (Loss):                 


Losses during the period          (8)  (3)  (11)  (11)
Reclassified from AOCI          16  —  16  16


Total Comprehensive Income (Loss)        648  8  (3)  5  653
Issuance of Common Stock  —  14  (1)          13
Dividends Declared        (234)        (234)
Balance as of September 30, 2015  143  $ 2,402  $ (11)  $ 3,098  $ (55)  $ (15)  $ (70)  $ 5,419


                 


Balance as of January 1, 2014  141  $ 2,289  $ (9)  $ 2,444  $ (52)  $ (8)  $ (60)  $ 4,664
Net Income        433        433
Other Comprehensive Income:                 


Losses during the period          (3)  —  (3)  (3)
Reclassified from AOCI          1  1  2  2


Total Comprehensive Income        433  (2)  1  (1)  432
Issuance of Common Stock  1  76  (1)          75
Dividends Declared        (223)        (223)
Balance as of September 30, 2014  142  $ 2,365  $ (10)  $ 2,654  $ (54)  $ (7)  $ (61)  $ 4,948
 


Gains and losses on cash flow hedges reclassified during the nine months ended September 30, 2015 resulted in higher interest expense of $6
million and higher cost of gas purchased for resale of $10 million. Such reclassifications during the comparable period in 2014 resulted in higher interest
expense of $5 million and lower cost of gas purchased for resale of $4 million.


SCANA had 200 million shares of common stock authorized as of September 30, 2015 and December 31, 2014.


4. LONG-TERM DEBT AND LIQUIDITY
 
Long-term Debt


In May 2014, SCE&G issued $300 million of 4.5% first mortgage bonds due June 1, 2064. Proceeds from this sale were used to repay short-term debt
primarily incurred as a result of SCE&G’s construction program, to finance capital expenditures, and for general corporate purposes.


On February 2, 2015, SCANA redeemed prior to maturity $150 million of its 7.7% junior subordinated notes at their face value.


In May 2015, SCE&G issued $500 million of 5.1% first mortgage bonds due June 1, 2065. Proceeds from this sale were used to repay short-term debt
primarily incurred as a result of SCE&G’s construction program, to finance capital expenditures, and for general corporate purposes.


Substantially all electric utility plant is pledged as collateral in connection with long-term debt.
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Liquidity
 


SCANA, SCE&G (including Fuel Company) and PSNC Energy had available the following committed LOC, and had outstanding the following
LOC advances, commercial paper, and LOC-supported letter of credit obligations: 


 


 SCANA  SCE&G  PSNC Energy


Millions of dollars  
September 30, 


2015  
December 31, 


2014  
September 30, 


2015  
December 31, 


2014  
September 30, 


2015  
December 31, 


2014
Lines of credit:       
Total committed long-term  $ 300  $ 300  $ 1,400  $ 1,400  $ 100  $ 100
Outstanding commercial paper


( 270 or fewer days)  $ 14  $ 179  $ 234  $ 709  $ 16  $ 30
Weighted average interest rate  0.66%  0.54%  0.44%  0.52%  0.45%  0.65%


Letters of credit supported by LOC  $ 3  $ 3  $ 0.3  $ 0.3  —  —
Available  $ 283  $ 118  $ 1,166  $ 691  $ 84  $ 70


   
SCANA, SCE&G (including Fuel Company) and PSNC Energy are parties to five-year credit agreements in the amounts of $300 million, $1.2 billion


(of which $500 million relates to Fuel Company) and $100 million, respectively, which expire in October 2019. In addition, SCE&G is a party to a three-year
credit agreement in the amount of $200 million, which expires in October 2016. These credit agreements are used for general corporate purposes, including
liquidity support for each company's commercial paper program and working capital needs and, in the case of Fuel Company, to finance or refinance the
purchase of nuclear fuel, certain fossil fuels, and emission and other environmental allowances.  These committed long-term facilities are revolving lines of
credit under credit agreements with a syndicate of banks. Wells Fargo Bank, National Association, Bank of America, N.A. and Morgan Stanley Bank, N.A.
each provide 10.7% of the aggregate $1.8 billion credit facilities, JPMorgan Chase Bank, N.A., Mizuho Corporate Bank, Ltd., TD Bank N.A., Credit Suisse
AG, Cayman Island Branch and UBS Loan Finance LLC each provide 8.9%, and Branch Banking and Trust Company, Union Bank, N.A. and U.S. Bank
National Association each provide 6.3%.  Two other banks provide the remaining support. The Company pays fees to the banks as compensation for
maintaining the committed lines of credit. Such fees were not material in any period presented.


The Company is obligated with respect to an aggregate of $67.8 million of industrial revenue bonds which are secured by letters of credit issued by
TD Bank N.A. These letters of credit expire, subject to renewal, in the fourth quarter of 2019.


5. INCOME TAXES
 


Between 2013 and 2015, in addition to filing current year tax returns, the Company amended certain of its tax returns. These returns claimed certain
tax-defined research and development deductions and credits. In connection with these filings, the Company recorded an unrecognized tax benefit of $18
million. If recognized, $14 million of the tax benefit would affect the Company’s effective tax rate. It is reasonably possible that this tax benefit will increase
by an additional $2 million within the next 12 months. It is also reasonably possible that this tax benefit may decrease by $8 million within the next 12
months. No other material changes in the status of the Company’s tax positions have occurred through September 30, 2015.


The Company recognizes interest accrued related to unrecognized tax benefits within interest expense and recognizes tax penalties within other
expenses.  The Company has not recorded any interest expense or penalties associated with these positions.


6. DERIVATIVE FINANCIAL INSTRUMENTS
 


The Company recognizes all derivative instruments as either assets or liabilities in the statement of financial position and measures those
instruments at fair value. The Company recognizes changes in the fair value of derivative instruments either in earnings, as a component of OCI or, for
regulated subsidiaries, within regulatory assets or regulatory liabilities, depending upon the intended use of the derivative and the resulting designation. 


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 for SCANA and each of its
subsidiaries.  The Risk Management Committee, which is comprised of certain officers, including the Company’s Risk Management Officer and senior
officers, apprises the Audit Committee of the Board of Directors with regard to the management of risk and brings to their attention
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significant 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 NYMEX futures contracts or
options, and over-the-counter instruments such as options and swaps, which are typically offered by energy companies and financial institutions.  Cash
settlements of commodity derivatives are classified as operating activities in the condensed consolidated statements of cash flows.


PSNC Energy hedges natural gas purchasing activities using over-the-counter options and NYMEX futures and options.  PSNC Energy’s tariffs
include a provision for the recovery of actual gas costs incurred, including any costs of hedging.  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 under- or over-recovery of
gas costs.  These derivative financial instruments are not designated as hedges for accounting purposes.


Unrealized gains and losses on qualifying cash flow hedges of nonregulated operations are deferred in AOCI.  When the hedged transactions affect
earnings, previously recorded gains and losses are reclassified from AOCI 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. Neither the sales
contracts nor the related supply futures and swaps are designated as hedges for accounting purposes.


Interest Rate Swaps


The Company may use interest rate swaps to manage interest rate risk and exposure to changes in fair value attributable to changes in interest rates
on certain debt issuances.  The Company synthetically converts variable rate debt to fixed rate debt using swaps that are designated as cash flow hedges.
Periodic payments to or receipts from swap counterparties related to these derivatives are recorded within interest expense.


In anticipation of the issuance of debt, the Company may use treasury rate locks or forward starting swap agreements that are designated as cash flow
hedges. For GENCO, the effective portions of changes in fair value and payments made or received upon termination of such agreements are recorded in
regulatory assets or regulatory liabilities. For the holding company or nonregulated subsidiaries, such amounts are recorded in AOCI. Such amounts are
amortized to interest expense over the term of the underlying debt. Ineffective portions of fair value changes are recognized in income.


Pursuant to regulatory orders, interest rate derivatives entered into by SCE&G after October 2013 are not designated as cash flow hedges, and all
related fair value changes and settlement amounts are recorded as regulatory assets or liabilities. Interest rate derivatives entered into before October 2013
were designated as cash flow hedges, and for such instruments only the effective portion of fair value changes and settlement amounts are recorded in
regulatory assets or regulatory liabilities. Upon settlement, losses on swaps are amortized over the lives of related debt issuances, and gains are applied to
under-collected fuel, are amortized to interest expense or are applied as otherwise directed by the SCPSC.


Cash payments made or received upon termination of these financial instruments are classified as investing activities for cash flow statement
purposes.
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Quantitative Disclosures Related to Derivatives
 


The Company was party to natural gas derivative contracts outstanding in the following quantities:


 Commodity and Other Energy Management Contracts (in MMBTU)


Hedge designation  Gas Distribution  
Retail Gas
Marketing  Energy Marketing  Total


As of September 30, 2015      
Commodity contracts  9,270,000  11,788,000  4,335,500  25,393,500
Energy management contracts (a)  —  —  32,211,282  32,211,282
Total (a)  9,270,000  11,788,000  36,546,782  57,604,782


         


As of December 31, 2014     
Commodity contracts  6,840,000  7,951,000  3,446,720  18,237,720
Energy management contracts (b)  —  —  37,495,339  37,495,339
Total (b)  6,840,000  7,951,000  40,942,059  55,733,059
 
(a)  Includes an aggregate 1,246,230 MMBTU related to basis swap contracts in Energy Marketing.
(b)  Includes an aggregate 933,893 MMBTU related to basis swap contracts in Energy Marketing.
 


The Company was party to interest rate swaps designated as cash flow hedges with aggregate notional amounts of $120.0 million at September 30,
2015 and $124.4 million at December 31, 2014. The Company was party to interest rate swaps not designated as cash flow hedges with an aggregate notional
amount of $1.2 billion at September 30, 2015 and $1.1 billion at December 31, 2014.


 
The fair value of interest rate and energy-related derivatives was as follows:


Fair Values of Derivative Instruments     
 


      
Millions of dollars  Balance Sheet Location  Asset  Liability
As of September 30, 2015    
Designated as hedging instruments     


Interest rate contracts  Derivative financial instruments   $ 4
 Other deferred credits and other liabilities   31


Commodity contracts  Other current assets   1
  Derivative financial instruments   6
Total    $ 42


       


Not designated as hedging instruments     
Interest rate contracts  Other deferred debits and other assets  $ 6  —


  Derivative financial instruments  —  $ 107
  Other deferred credits and other liabilities  —  60


Energy management contracts  Other current assets  10  2
  Derivative financial instruments  —  8


 Other deferred debits and other assets  5  —
  Other deferred credits and other liabilities  —  4
Total   $ 21  $ 181
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Millions of dollars  Balance Sheet Location  Asset  Liability
As of December 31, 2014    
Designated as hedging instruments    


Interest rate contracts  Derivative financial instruments   $ 5
 Other deferred credits and other liabilities   28


Commodity contracts  Other current assets   1
  Derivative financial instruments    11
Total    $ 45


       


Not designated as hedging instruments     
Interest rate contracts  Derivative financial instruments  —  $ 207


  Other deferred credits and other liabilities  —  17
Commodity contracts  Other current assets  $ 1  —
Energy management contracts  Other current assets  15  5


 Derivative financial instruments  —  10
 Other deferred debits and other assets  5  —


  Other deferred credits and other liabilities  —  5
Total   $ 21  $ 244


 The effect of derivative instruments on the condensed consolidated statements of income is as follows: 


Derivatives Designated as Fair Value Hedges


The Company had no interest rate or commodity derivatives designated as fair value hedges for any period presented.


Derivatives in Cash Flow Hedging Relationships


 


 Loss Deferred in Regulatory
Accounts


   Loss Reclassified from Deferred Accounts
into Income     


  (Effective Portion)    (Effective Portion)
Millions of dollars  2015  2014  Location  2015  2014
Three Months Ended September 30,        
Interest rate contracts  $ (3)  $ (1)  Interest expense  $ (1)  $ (1)
Nine Months Ended September 30,         
Interest rate contracts  $ (3)  $ (5)  Interest expense  $ (2)  $ (2)
 


 Gain (Loss) Recognized in OCI, net
of tax


   Gain (Loss) Reclassified from AOCI
into Income, net of tax     


  (Effective Portion)    (Effective Portion)
Millions of dollars  2015  2014  Location  2015  2014
Three Months Ended September 30,         
Interest rate contracts  $ (3)  —  Interest expense  $ (2)  $ (2)
Commodity contracts  (4)  $ (2)  Gas purchased for resale  (1)  —
Total  $ (7)  $ (2)   $ (3)  $ (2)


           


Nine Months Ended September 30,         
Interest rate contracts  $ (3)  $ (4)  Interest expense  $ (6)  $ (5)


Commodity contracts  (5)  1  Gas purchased for resale  (10)  4
Total  $ (8)  $ (3)    $ (16)  $ (1)
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As of September 30, 2015, the Company expects that during the next 12 months reclassifications from AOCI to earnings arising from cash flow
hedges will include approximately $4.0 million as an increase to gas cost and approximately $6.5 million as an increase to interest expense, assuming natural
gas and financial markets remain at their current levels.  As of September 30, 2015, all of the Company’s commodity cash flow hedges settle by their terms
before the end of the second quarter of 2018.


As of September 30, 2015, the Company expects that during the next 12 months reclassifications from regulatory accounts to earnings arising from
cash flow hedges designated as hedging instruments will include approximately $2.3 million as an increase to interest expense, assuming financial markets
remain at their current levels.


Hedge Ineffectiveness
 


Ineffectiveness on interest rate hedges designated as cash flow hedges was insignificant during all periods presented.


Derivatives not designated as Hedging Instruments


  
Loss Deferred in Regulatory


Accounts    
Gain Reclassified from Deferred Accounts


into Income
Millions of dollars  2015  2014  Location  2015  2014
Three Months Ended September 30,         
Interest rate contracts  $ (116)  $ (35)  Other income  —  $ 5
Nine Months Ended September 30,         
Interest rate contracts  $ (79)  $ (220)  Other income  $ 5  $ 60
 


As of September 30, 2015, the Company expects that during the next 12 months reclassifications from regulatory accounts to earnings arising from
derivatives not designated as hedges will include $0.6 million as an increase to interest expense.


Credit Risk Considerations
 


The Company limits credit risk in its commodity and interest rate derivatives activities by assessing the creditworthiness of potential counterparties
before entering into transactions with them and continuing to evaluate their creditworthiness on an ongoing basis. In this regard, the Company uses credit
ratings provided by credit rating agencies and current market-based qualitative and quantitative data, as well as financial statements, to assess the financial
health of counterparties. The Company uses standardized master agreements which may include collateral requirements. These master agreements permit the
netting of cash flows associated with a single counterparty. Cash, letters of credit and parental/affiliate guarantees may be obtained as security from
counterparties in order to mitigate credit risk. The collateral agreements permit the secured party to demand the posting of cash or letters of credit in the event
an exposure exceeds the established threshold. The threshold represents an unsecured credit limit which may be supported by a parental/affiliate guaranty, as
determined in accordance with the Company's credit policies and due diligence. In addition, collateral agreements allow for the termination and liquidation
of all positions in the event of a failure or inability to post collateral.
 


Certain of the Company’s derivative instruments contain contingent provisions that may require the Company to provide collateral upon the
occurrence of specific events, primarily credit downgrades. As of September 30, 2015 and December 31, 2014, the Company had posted $148.4 million and
$152.4 million, respectively, of collateral related to derivatives with contingent provisions that were in a net liability position. Collateral related to the
positions expected to close in the next 12 months is recorded in Other Current Assets on the condensed consolidated balance sheets. Collateral related to
noncurrent positions is recorded in Other within Deferred Debits and Other Assets on the condensed consolidated balance sheets. If all of the contingent
features underlying these instruments had been fully triggered as of September 30, 2015 and December 31, 2014, the Company could have been required to
post an additional $69.1 million and $129.8 million, respectively, of collateral with its counterparties. The aggregate fair value of all derivative instruments
with contingent provisions that are in a net liability position as of September 30, 2015 and December 31, 2014 is $217.5 million and $282.2 million,
respectively.


In addition, as of September 30, 2015 and December 31, 2014, the Company has collected no cash collateral related to interest rate derivatives with
contingent provisions that are in a net asset position. If all the contingent features underlying these instruments had been fully triggered as of September 30,
2015 and December 31, 2014, the Company could request $2.8
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million and $- million, respectively, of cash collateral from its counterparties. The aggregate fair value of all derivative instruments with contingent
provisions that are in a net asset position as of September 30, 2015 and December 31, 2014 is $2.8 million and $- million, respectively. In addition, as of
September 30, 2015, the Company could have called on letters of credit in the amount of $3.0 million related to $15.0 million in commodity derivatives that
are in a net asset position, compared to letters of credit of $9.2 million related to derivatives of $20.0 million at December 31, 2014, if all the contingent
features underlying these instruments had been fully triggered.


Information related to the Company's offsetting of derivative assets follows:


 


Gross Amounts of
Recognized Assets


 
Gross Amounts Offset


in the Statement of
Financial Position


 Net Amounts
Presented in the


Statement of
Financial Position


 
Gross Amounts Not Offset in the
Statement of Financial Position  


Net AmountMillions of dollars    
Financial


Instruments  


Cash
Collateral
Received  


As of September 30, 2015            
Interest rate contracts $ 6  —  $ 6  $ (3)  —  $ 3
Energy management
contracts 15  —  15  —  —  15
   Total $ 21  —  $ 21  $ (3)  —  $ 18


            


Balance sheet location Other current assets  $ 10       
 Other deferred debits and other assets  11       
 Total    $ 21       


As of December 31, 2014            
Commodity contracts $ 1  —  $ 1  —  —  $ 1
Energy management contracts 20  —  20  —  —  20
   Total $ 21  —  $ 21  —  —  $ 21


            


Balance sheet location Other current assets  $ 16       
 Other deferred debits and other assets  5       
 Total    $ 21       
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Information related to the Company's offsetting of derivative liabilities follows:


 
Gross Amounts of


Recognized
Liabilities


 
Gross Amounts Offset


in the Statement of
Financial Position


 Net Amounts
Presented in the


Statement of
Financial Position


 
Gross Amounts Not Offset in the
Statement of Financial Position  


Net AmountMillions of dollars    
Financial


Instruments  


Cash
Collateral


Posted  
As of September 30, 2015            
Interest rate contracts $ 202  —  $ 202  $ (3)  $ (135)  $ 64
Commodity contracts 7  —  7  —  (6)  1
Energy management
contracts 14  —  14  —  (7)  7
   Total $ 223  —  $ 223  $ (3)  $ (148)  $ 72


            


Balance sheet location Other current assets  $ 3       
 Derivative financial instruments  125       
 Other deferred credits and other liabilities  95       
 Total    $ 223       


As of December 31, 2014            
Interest rate contracts $ 257  —  $ 257  —  $ (131)  $ 126
Commodity contracts 12  —  12  —  (10)  2
Energy management contracts 20  —  20  —  (11)  9
   Total $ 289  —  $ 289  —  $ (152)  $ 137


            


Balance sheet location Other current assets  $ 6       
 Derivative financial instruments  233       
 Other deferred credits and other liabilities  50       
 Total    $ 289       


7. FAIR VALUE MEASUREMENTS, INCLUDING DERIVATIVES
 


The Company values available for sale securities using quoted prices from a national stock exchange, such as the NASDAQ, where the securities are
actively traded. For commodity derivative and energy management 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 Company’s
interest rate swap agreements are valued using discounted cash flow models with independently sourced data. Fair value measurements, and the level within
the fair value hierarchy in which the measurements fall, were as follows:


  As of September 30, 2015  As of December 31, 2014
Millions of dollars  Level 1  Level 2  Level 1  Level 2
Assets:         


Available for sale securities  $ 13  —  $ 13  —
Interest rate contracts  —  $ 6  —  —
Commodity contracts  —  —  1  —
Energy management contracts  —  15  —  $ 20


Liabilities:         
Interest rate contracts  —  202  —  257
Commodity contracts  1  6  1  11
Energy management contracts  2  15  5  18
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There were no Level 3 fair value measurements for either period presented, and there were no transfers of fair value amounts into or out of Levels 1, 2
or 3 during the periods presented.


 
Financial instruments for which the carrying amount may not equal estimated fair value were as follows:


 September 30, 2015  December 31, 2014


Millions of dollars  
Carrying
Amount  


Estimated
Fair Value  


Carrying
Amount  


Estimated
Fair Value


Long-term debt  $ 6,034.3  $ 6,623.3  $ 5,697.2  $ 6,592.1


Fair values of long-term debt instruments are based on net present value calculations using independently sourced market data that incorporate a
developed discount rate using similarly rated long-term debt, along with benchmark interest rates.  As such, the aggregate fair values presented above are
considered to be Level 2. Early settlement of long-term debt may not be possible or may not be considered prudent.


Carrying values of short-term borrowings approximate fair value, and are based on quoted prices from dealers in the commercial paper market. The
resulting fair value is considered to be Level 2.


8. EMPLOYEE BENEFIT PLANS
 


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


 Pension Benefits  Other Postretirement Benefits
Millions of dollars  2015  2014  2015  2014
Three months ended September 30,     
Service cost  $ 6.6  $ 5.0  $ 1.2  $ 0.9
Interest cost  9.6  9.9  2.8  2.8
Expected return on assets  (15.5)  (16.4)  —  —
Prior service cost amortization  1.0  1.1  0.1  0.1
Amortization of actuarial losses (gains)  3.2  0.9  0.4  (0.2)
Net periodic benefit cost  $ 4.9  $ 0.5  $ 4.5  $ 3.6


Nine months ended September 30,     
Service cost  $ 18.1  $ 15.0  $ 4.0  $ 3.4
Interest cost  28.7  30.3  8.6  9.0
Expected return on assets  (46.5)  (50.0)  —  —
Prior service cost amortization  3.0  3.1  0.3  0.3
Amortization of actuarial losses  10.2  3.5  1.5  —
Net periodic benefit cost  $ 13.5  $ 1.9  $ 14.4  $ 12.7


No significant contribution to the pension trust is expected for the foreseeable future, nor is a limitation on benefit payments expected to apply.
SCE&G recovers current pension costs through either a rate rider that may be adjusted annually for retail electric operations or through cost of service rates
for gas operations.


9. COMMITMENTS AND CONTINGENCIES


Nuclear Insurance


Under Price-Anderson, SCE&G (for itself and on behalf of Santee Cooper, a one-third owner of Summer Station Unit 1) maintains agreements of
indemnity with the NRC that, together with private insurance, cover third-party liability arising from any nuclear incident occurring at SCE&G's nuclear
power plant. Price-Anderson provides funds up to $12.9 billion for public liability claims that could arise from a single nuclear incident. Each nuclear plant
is insured against this liability to a maximum of $375 million by ANI with the remaining coverage provided by a mandatory program of deferred premiums
that could be assessed, after a nuclear incident, against all owners of commercial nuclear reactors. Each reactor licensee is currently liable for up to $127.3
million per reactor owned for each nuclear incident occurring at any reactor in the United States, provided that not more than $18.9 million of the liability
per reactor would be assessed per year. SCE&G’s maximum
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assessment, based on its two-thirds ownership of Summer Station Unit 1, would be $84.8 million per incident, but not more than $12.6 million per year. Both
the maximum assessment per reactor and the maximum yearly assessment are adjusted for inflation at least every five years.


SCE&G currently maintains insurance policies (for itself and on behalf of Santee Cooper) with NEIL. The policies provide coverage to Summer
Station Unit 1 for property damage and outage costs up to $2.75 billion resulting from an event of nuclear origin. In addition, a builder's risk insurance policy
has been purchased from NEIL for the construction of the New Units. This policy provides the owners of the New Units up to $500 million in limits of
accidental property damage occurring during construction. The NEIL policies, in the aggregate, are subject to a maximum loss of $2.75 billion for any single
loss occurrence. All of the NEIL policies permit retrospective assessments under certain conditions to cover insurer’s losses. Based on the current annual
premium, SCE&G’s portion of the retrospective premium assessment would not exceed $45.9 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 Unit 1 exceed the policy limits of insurance, or to the extent such insurance becomes unavailable in the future, and to the
extent that SCE&G's 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 likely would have a material impact on the Company’s results of
operations, cash flows and financial position.


New Nuclear Construction


In 2008, SCE&G, on behalf of itself and as agent for Santee Cooper, contracted with the Consortium for the design and construction of the New
Units at the site of Summer Station.  


SCE&G's current ownership share in the New Units is 55%. As discussed below, under an agreement signed in January 2014 (and subject to
customary closing conditions, including necessary regulatory approvals), SCE&G has agreed to acquire an additional 5% ownership in the New Units from
Santee Cooper.


EPC Contract and BLRA Matters


The construction of the New Units and SCE&G’s related recovery of financing costs through rates is subject to review and approval by the SCPSC as
provided for in the BLRA. Under the BLRA, the SCPSC has approved, among other things, a milestone schedule and a capital costs estimates schedule for the
New Units. This approval constitutes a final and binding determination that the New Units are used and useful for utility purposes, and that the capital costs
associated with the New Units are prudent utility costs and expenses and are properly included in rates, so long as the New Units are constructed or are being
constructed within the parameters of the approved milestone schedule, including specified schedule contingencies, and the approved capital costs estimates
schedule. Subject to the same conditions, the BLRA provides that SCE&G may apply to the SCPSC annually for an order to recover through revised rates
SCE&G’s weighted average cost of capital applied to all or part of the outstanding balance of construction work in progress concerning the New Units. Such
annual rate changes are described in Note 2. As of September 30, 2015, SCE&G’s investment in the New Units, including related transmission, totaled $3.3
billion, for which the financing costs on $2.4 billion have been reflected in rates under the BLRA.


The SCPSC granted initial approval of the construction schedule and related forecasted capital costs in 2009. The NRC issued COLs in March 2012.
In November 2012, the SCPSC approved an updated milestone schedule and additional updated capital costs for the New Units. In addition, the SCPSC
approved revised substantial completion dates for the New Units based on that March 2012 issuance of the COL and the amounts agreed upon by SCE&G
and the Consortium in July 2012 to resolve known claims by the Consortium for costs related to COL delays, design modifications of the shield building and
certain prefabricated structural modules for the New Units and unanticipated rock conditions at the site. In October 2014, the South Carolina Supreme Court
affirmed the SCPSC's order on appeal.


Since the settlement of delay-related claims in 2012, the Consortium has continued to experience delays in the schedule, including those related to
fabrication and delivery of sub-modules for the New Units. The fabrication and delivery of sub-modules have been and remain focus areas of the Consortium.
Shield building panels are considered critical path items for both New Units, and the current schedule for production of such panels will require mitigation to
support the updated substantial completion dates (see below).


During the fourth quarter of 2013, the Consortium began a full re-baselining of the Unit 2 and Unit 3 construction schedules to incorporate a more
detailed evaluation of the engineering and procurement activities necessary to accomplish the schedules and to provide a detailed reassessment of the impact
of the revised Unit 2 and Unit 3 schedules on engineering and
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design resource allocations, procurement, construction work crew efficiencies, and other items. The result was a revised, fully integrated project schedule with
timing of specific construction activities (Revised, Fully-Integrated Construction Schedule) along with related cost information.


The Revised, Fully-Integrated Construction Schedule indicated that the substantial completion of Unit 2 was expected to occur in mid-June 2019
and that the substantial completion of Unit 3 was expected to be approximately 12 months later. The Consortium continues to refine and update the Revised,
Fully-Integrated Construction Schedule as designs are finalized, as construction progresses, and as additional information is received.


In September 2015, the SCPSC approved an updated BLRA milestone schedule based on revised substantial completion dates for Units 2 and 3 of
June 2019 and June 2020, respectively, each subject to an 18-month contingency period. In addition, the SCPSC approved certain updated owner's costs
($245 million) and other capital costs ($453 million), of which $539 million were associated with the schedule delays and other contested costs. SCE&G's
total projected capital costs (in 2007 dollars) and gross construction cost estimates (including escalation and AFC) were estimated to be $5.2 billion and $6.8
billion, respectively. These projections included cost amounts related to the Revised, Fully-Integrated Construction Schedule for which SCE&G had not
accepted responsibility and which were the subject of dispute. As such, these updated milestone schedule and projections did not reflect the resolution of
negotiations. In addition, the SCPSC approved a revision to the allowed return on equity for new nuclear construction from 11.0% to 10.5%. This revised
return on equity will be applied prospectively for the purpose of calculating revised rates sought by SCE&G under the BLRA on and after January 1, 2016,
until such time as the New Units are completed.


On October 27, 2015, SCE&G, Santee Cooper and the Consortium reached a settlement regarding the above mentioned disputes, and the EPC
Contract was amended. The October 2015 Amendment will become effective upon the consummation of the acquisition by WEC of the stock of Stone &
Webster from CB&I, and will become null and void in the event such acquisition is not consummated by March 31, 2016. Following that acquisition, Stone
& Webster will continue to be a member of the Consortium as a subsidiary of WEC rather than CB&I, and WEC intends to engage Fluor Corporation or its
affiliate(s) as a subcontracted construction manager.


Among other things, upon effectiveness, the October 2015 Amendment would (i) resolve by settlement and release substantially all outstanding
disputes between SCE&G and the Consortium, in exchange for (a) an additional cost to be paid by SCE&G and Santee Cooper of $300 million (SCE&G’s
55% portion being $165 million) and an increase in the fixed component of the contract price by that amount, and (b) a credit to SCE&G and Santee Cooper
of $50 million (SCE&G’s 55% portion being approximately $27 million) to be applied to the target component of the contract price, (ii) revise the
guaranteed substantial completion dates of Units 2 and 3 to August 31, 2019 and 2020, respectively, (iii) revise the delay-related liquidated damages
computation requirements, including those related to the eligibility of the New Units to earn Internal Revenue Code Section 45J production tax credits (see
also below), and cap those aggregate liquidated damages at $463 million per New Unit (SCE&G’s 55% portion being approximately $255 million per New
Unit), (iv) provide for payment to the Consortium of a completion bonus of $275 million per New Unit (SCE&G’s 55% portion being approximately $151
million per New Unit) for each New Unit placed in service by the deadline to qualify for production tax credits, (v) provide for the development of a revised
construction milestone payment schedule, with SCE&G and Santee Cooper making monthly payments of $100 million (SCE&G’s 55% portion being $55
million) for each of the first five months following effectiveness, followed by payments made based on milestones achieved, and (vi) provide that SCE&G
and Santee Cooper waive and cancel the CB&I parent company guaranty with respect to the project. The payment obligations under the EPC Contract are
joint and several obligations of WEC and Stone & Webster, and the October 2015 Amendment provides for Toshiba Corporation, WEC’s parent company, to
reaffirm its guaranty of WEC’s payment obligations. Under the October 2015 Amendment, SCE&G’s total estimated project costs will increase by
approximately $286 million over the $6.8 billion approved by the SCPSC in September 2015, and will bring its total estimated gross construction cost of the
project (including escalation and AFC) to approximately $7.1 billion.


In addition to the above, upon effectiveness, the October 2015 Amendment would provide for an explicit definition of a Change in Law designed to
reduce the likelihood of certain future commercial disputes. As part of this, the Consortium would also acknowledge and agree that the project scope includes
providing New Units that meet the standards of the NRC approved Design Control Document Revision 19. The October 2015 Amendment would also
establish a dispute resolution board process for certain commercial claims and disputes, including any dispute that might arise with respect to the
development of the revised construction milestone payment schedule referred to above. The EPC Contract would also be revised to eliminate the requirement
or ability to bring suit before substantial completion of the project.


Finally, upon effectiveness, the October 2015 Amendment would provide SCE&G and Santee Cooper an irrevocable option, until November 1, 2016
and subject to regulatory approvals, to further amend the EPC Contract to fix the total amount
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to be paid to the Consortium for its entire scope of work on the project (excluding a limited amount of work within the time and materials component of the
contract price) after June 30, 2015 at $6.082 billion (SCE&G’s 55% portion being approximately $3.345 billion). This total amount to be paid would be
subject to adjustment for amounts paid since June 30, 2015. Were this fixed price option to be exercised, the aggregate delay-related liquidated damages
amount referred to in (iii) above would be capped at $338 million per unit (SCE&G’s 55% portion being approximately $186 million per unit), and the
completion bonus amounts referred to in (iv) above would be $150 million per New Unit (SCE&G’s 55% portion being approximately $83 million per New
Unit). The exercise of this fixed price option would result in SCE&G’s total estimated project costs increasing by approximately $774 million over the $6.8
billion approved by the SCPSC in September 2015, and would bring its total estimated gross construction cost (including escalation and AFC) of the project
to approximately $7.6 billion.


Resolution of the disputes as described in (i) above, or in the case of the exercise of the fixed price option, would result in estimated project costs
above the amounts approved by the SCPSC; however, the guaranteed substantial completion dates fall within the SCPSC approved 18-month contingency
periods. SCE&G expects to hold an allowable ex parte communication briefing with the SCPSC on November 19, 2015 and, following an evaluation as to
whether to exercise the fixed price option, expects to file a petition, as provided under the BLRA, for an update to the project’s estimated capital cost
schedule which would incorporate the impact of this October 2015 Amendment.


Additional claims by the Consortium or SCE&G involving the project schedule and budget may arise as the project continues. The parties to the
EPC Contract have established both informal and formal dispute resolution procedures in order to resolve such issues. SCE&G expects to resolve all disputes
through both the informal and formal procedures and anticipates that any costs that arise through such dispute resolution processes (including those reflected
in the October 2015 Amendment described above), as well as other costs identified from time to time, will be recoverable through rates.


Santee Cooper Matters


As noted above, SCE&G has agreed to acquire an additional 5% ownership in the New Units from Santee Cooper. Under the terms of this agreement,
SCE&G will acquire a 1% ownership interest in the New Units at the commercial operation date of Unit 2, an additional 2% ownership interest no later than
the first anniversary of such commercial operation date, and the final 2% no later than the second anniversary of such commercial operation date. SCE&G has
agreed to pay an amount equal to Santee Cooper's actual cost, including its cost of financing, of the percentage conveyed as of the date of each conveyance.
In addition, the agreement provides that Santee Cooper will not transfer any of its remaining interest in the New Units to third parties until the New Units are
complete. This transaction will not affect the payment obligations between the parties during construction for the New Units, nor is it anticipated that the
payments for the additional ownership interest would be reflected in a revised rates filing under the BLRA. Based on the current milestone schedule and
capital costs schedule approved by the SCPSC in September 2015 and without considering the October 2015 Amendment discussed above, SCE&G’s
estimated cost would be approximately $750 million for the additional 5% interest being acquired from Santee Cooper.


Nuclear Production Tax Credits


The IRS has notified SCE&G that, subject to a national megawatt capacity limitation, the electricity to be produced by each of the New Units
(advanced nuclear units, as defined) would qualify for nuclear production tax credits under Section 45J of the Internal Revenue Code to the extent that such
New Unit is operational before January 1, 2021 and other eligibility requirements are met. These nuclear production tax credits (related to SCE&G's 55%
share of both New Units) could total as much as approximately $1.4 billion. Such credits would be earned over the first eight years of each New Unit's
operations and would be realized by SCE&G over those years or during allowable carry-forward periods. Based on the guaranteed substantial completion
dates provided above, both New Units are expected to be operational and to qualify for the nuclear production tax credits; however, further delays in the
schedule or changes in tax law could impact such conclusions. When and to the extent that production tax credits are realized, their benefits are expected to
be provided directly to SCE&G's electric customers.


Other Project Matters


When the NRC issued the COLs for the New Units, two of the conditions that it imposed were requiring inspection and testing of certain components
of the New Units' passive cooling system, and requiring the development of strategies to respond to extreme natural events resulting in the loss of power at
the New Units. In addition, the NRC directed the Office of New Reactors to issue to SCE&G an order requiring enhanced, reliable spent fuel pool
instrumentation. SCE&G prepared and submitted an integrated response plan for the New Units to the NRC in August 2013. That plan is currently under
review by the NRC and SCE&G does not anticipate any additional regulatory actions as a result of that review, but it cannot predict future regulatory
activities or how such initiatives would impact construction or operation of the New Units.
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Environmental
 


The Company's operations are subject to extensive regulation by various federal and state authorities in the areas of air quality, water quality,
control of toxic substances and hazardous and solid wastes. Applicable statutes and rules include the CAA, CWA, Nuclear Waste Act and CERCLA, among
others. In many cases, regulations proposed by such authorities could have a significant impact on the Company's financial condition, results of operations
and cash flows. In addition, the Company often cannot predict what conditions or requirements will be imposed by regulatory or legislative proposals. To the
extent that compliance with environmental regulations or legislation results in capital expenditures or operating costs, the Company expects to recover such
expenditures and costs through existing ratemaking provisions.


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 emission
allowance programs with respect to coal plant emissions and also have constructed additional pollution control equipment at several larger coal-fired electric
generating plants. Further, SCE&G is engaged in construction activities of the New Units which are expected to reduce GHG emission levels significantly
once they are completed and dispatched by potentially displacing some of the current coal-fired generation sources. These actions are expected to address
many of the rules and regulations discussed herein.


On August 3, 2015, the EPA issued a revised carbon standard for new power plants by re-proposing NSPS under the CAA for emissions of carbon
dioxide from newly constructed fossil fuel-fired units. The final rule requires all new coal-fired power plants to meet a carbon emission rate of 1,400 pounds
carbon dioxide per MWh and new natural gas units to meet 1,000 pounds carbon dioxide per MWh. While most new natural gas plants will not be required to
include any new technologies, no new coal-fired plants could be constructed without partial carbon capture and sequestration capabilities. The Company is
evaluating the final rule, but does not plan to construct new coal-fired units in the foreseeable future. In addition, on August 3, 2015, the EPA issued its final
rule on emission guidelines for states to follow in developing plans to address GHG emissions from existing units. The rule includes state-specific goals for
reducing national carbon dioxide emissions by 32% from 2005 levels by 2030. The rule also provides for nuclear reactors under construction, such as the
New Units, to count towards compliance and establishes a phased-in compliance approach beginning in 2022. The Company is currently evaluating the rule
and expects any costs incurred to comply with such rule to be recoverable through rates.


In July 2011, the EPA issued the CSAPR to reduce emissions of sulfur dioxide and nitrogen oxide from power plants in the eastern half of the United
States. A series of court actions stayed this rule until October 23, 2014, when the Court of Appeals granted a motion to lift the stay. On December 3, 2014, the
EPA published an interim final rule that aligns the dates in the CSAPR text with the revised court-ordered schedule, thus delaying the implementation dates
to 2015 for Phase 1 and to 2017 for Phase 2. The CSAPR replaces the CAIR and requires a total of 28 states to reduce annual sulfur dioxide emissions and
annual or ozone season nitrogen oxide emissions to assist in attaining the ozone and fine particle NAAQS. The rule establishes an emissions cap for sulfur
dioxide and nitrogen oxide and limits the trading for emission allowances by separating affected states into two groups with no trading between the groups.
On July 28, 2015, the Court of Appeals held that Phase 2 emissions budgets for certain states, including South Carolina, required reductions in emissions
beyond the point necessary to achieve downwind attainment and were, therefore, invalid. The Court of Appeals remanded CSAPR, without vacating the rule,
to the EPA for further consideration. The opinion of the Court of Appeals has no immediate impact on SCE&G and GENCO or their generation operations.
Air quality control installations that SCE&G and GENCO have already completed have positioned them to comply with the existing allowances set by the
CSAPR. Any cost incurred to comply with CSAPR are expected to be recoverable through rates.


In April 2012, the EPA's MATS rule containing new standards for mercury and other specified air pollutants became effective. The rule provides up
to four years for generating facilities to meet the standards, and the Company's evaluation of the rule is ongoing. The Company's decision to retire certain
coal-fired units (see Note 2) and its project to build the New Units along with other actions are expected to result in the Company's compliance with MATS.


On November 19, 2014, the EPA finalized its reconsideration of certain provisions applicable during startup and shutdown of generating facilities.
SCE&G and GENCO have received a one year extension (until April 2016) to comply with MATS at Cope, McMeekin, Wateree and Williams Stations. These
extensions will allow time to convert McMeekin Station to burn natural gas and to install additional pollution control devices at the other plants that will
enhance the control of certain MATS-regulated pollutants. On June 29, 2015, the U.S. Supreme Court ruled that the EPA unreasonably failed to consider
costs in its decision to regulate, and remanded a case challenging the regulation on that basis to the Court of Appeals. The ruling, however, is not expected to
have an impact on SCE&G or GENCO due to the aforementioned retirements and conversions.
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The CWA provides for the imposition of effluent limitations that require treatment for wastewater discharges. Under the CWA, compliance with
applicable limitations is achieved under state-issued NPDES permits. As a facility’s NPDES permit is renewed (every five years), any new effluent limitations
would be incorporated. The ELG Rule becomes effective on January 4, 2016. After this date, state regulators will modify facility NPDES permits to match
more restrictive standards, thus requiring facilities to retrofit with new wastewater treatment technologies. Compliance dates will vary by type of wastewater,
and some will be based on a facility's five year permit cycle and thus may range from 2018 to 2023. The Company expects that wastewater treatment
technology retrofits will be required at Williams and Wateree Stations and may be required at other facilities. Any costs incurred to comply with the ELG
Rule are expected to be recoverable through rates.


The CWA Section 316(b) Existing Facilities Rule became effective in October 2014. This rule establishes national requirements for the location,
design, construction and capacity of cooling water intake structures at existing facilities that reflect the best technology available for minimizing the adverse
environmental impacts of impingement and entrainment. SCE&G and GENCO are conducting studies and implementing plans to ensure compliance with this
rule. In addition, Congress is expected to consider further amendments to the CWA. Such legislation may include toxicity-based standards as well as
limitations to mixing zones.


On April 17, 2015, the EPA's final rule for CCR was published in the Federal Register and became effective in the fourth quarter of 2015. This rule
regulates CCR as a non-hazardous waste under Subtitle D of the Resource Conservation and Recovery Act and imposes certain requirements on ash storage
ponds and other CCR management facilities at SCE&G's and GENCO's coal-fired generating facilities. Although the full effects of this rule are still being
evaluated, SCE&G and GENCO have already closed or have begun the process of closure of all of their ash storage ponds and have previously recognized
AROs for such ash storage ponds under existing requirements. The Company does not expect the incremental compliance costs associated with this rule to be
significant and expects to recover such costs in future rates.


The Nuclear Waste Act required that the United States government accept and permanently dispose of high-level radioactive waste and spent
nuclear fuel by January 31, 1998, and it imposed on utilities the primary responsibility for storage of their spent nuclear fuel until the repository is available.
SCE&G entered into a Standard Contract for Disposal of Spent Nuclear Fuel and/or High-Level Radioactive Waste with the DOE in 1983. As of September
30, 2015, the federal government has not accepted any spent fuel from Summer Station Unit 1, and it remains unclear when the repository may become
available. SCE&G has on-site spent nuclear fuel storage capability in its existing fuel pool until at least 2017 and is constructing a dry cask storage facility to
accommodate the spent nuclear fuel output for the life of Summer Station Unit 1. SCE&G may evaluate other technology as it becomes available.


The provisions of CERCLA authorize the EPA to require the clean-up of hazardous waste sites. The states of South Carolina and North Carolina
have similar laws. The Company maintains an environmental assessment program to identify and evaluate current and former operations sites that could
require clean-up. In addition, regulators from the EPA and other federal or state agencies periodically notify the Company that it may be required to perform
or participate in the investigation and remediation of a hazardous waste site. 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 may differ significantly from the original estimates. Amounts estimated and accrued to date for site assessments and clean-up
relate solely to regulated operations. Such amounts are recorded in regulatory assets and amortized, with recovery provided through rates.


 
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 DHEC and the EPA. SCE&G anticipates that major remediation
activities at all these sites will continue at least through 2017 and will cost an additional $19.0 million, which is accrued in Other within Deferred Credits and
Other Liabilities on the condensed consolidated balance sheet. SCE&G expects to recover any cost arising from the remediation of MGP sites through
rates. At September 30, 2015, deferred amounts, net of amounts previously recovered through rates and insurance settlements, totaled $34.7 million and are
included in regulatory assets.


Asset Retirement Obligations


The Company recognizes a liability for the present value of an ARO when incurred if the liability can be reasonably estimated. Uncertainty about
the timing or method of settlement of a conditional ARO is factored into the measurement of the liability when sufficient information exists, but such
uncertainty is not a basis upon which to avoid liability recognition.
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The legal obligations associated with the retirement of long-lived tangible assets that result from their acquisition, construction, development and
normal operation relate primarily to the Company’s utility operations.  As of September 30, 2015 and December 31, 2014, the Company has recorded AROs
of approximately $174 million and $201 million, respectively, for nuclear plant decommissioning and AROs of approximately $315 million and $362
million, respectively, for other conditional obligations primarily related to generation, transmission and distribution properties, including gas pipelines. All
of the amounts recorded are based upon estimates which are subject to varying degrees of imprecision, particularly since such payments will be made many
years in the future.


A reconciliation of the beginning and ending carrying amount of asset retirement obligations is as follows:


Millions of dollars  
September 30,


2015  December 31, 2014


Beginning balance  $ 563  $ 576
Liabilities incurred  —  3
Liabilities settled  (15)  (6)
Accretion expense  20  26
Revisions in estimated cash flows  (79)  (36)
Ending balance  $ 489  $ 563


Revisions in estimated cash flows during 2015 primarily relate to changes in the expected timing of settlement of AROs in light of changes in the
estimated useful lives of certain electric utility properties identified as part of a customary depreciation study.


10. SEGMENT OF BUSINESS INFORMATION
 


The Company’s 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 and Gas Distribution segments. The Company uses net income 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 the criteria for aggregation. All Other includes the parent company, a services company and other nonreportable segments that were
insignificant for all periods presented. In addition, All Other includes gains from the sales of CGT and SCI (see Note 11) and their operating results and assets
prior to their sale in the first quarter of 2015. CGT and SCI were nonreportable segments during all periods presented. For the period ended September 30,
2015, operating income and net income for All Other include $235 million and $201 million, respectively, related to the sales of CGT and SCI. External
revenue and intersegment revenue for All Other related to CGT and SCI were not significant during any period presented.


Millions of dollars  
External
Revenue  Intersegment Revenue  


Operating
Income  


Net
Income


Three Months Ended September 30, 2015         
Electric Operations  $ 742  $ 1  $ 313  n/a
Gas Distribution  112  2  (13)  n/a
Retail Gas Marketing  68  —  n/a  $ (3)
Energy Marketing  146  34  n/a  (1)
All Other  —  102  —  (9)
Adjustments/Eliminations  —  (139)  (8)  162
Consolidated Total  $ 1,068  $ —  $ 292  $ 149


Nine Months Ended September 30, 2015         
Electric Operations  $ 2,008  $ 4  $ 728  n/a
Gas Distribution  609  2  88  n/a
Retail Gas Marketing  344  —  n/a  $ 18
Energy Marketing  461  101  n/a  8
All Other  5  309  237  188
Adjustments/Eliminations  (4)  (416)  42  434
Consolidated Total  $ 3,423  $ —  $ 1,095  $ 648
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Three Months Ended September 30, 2014         
Electric Operations  $ 739  $ 1  $ 275  n/a
Gas Distribution  127  —  (6)  n/a
Retail Gas Marketing  68  —  n/a  $ (3)
Energy Marketing  182  47  n/a  (2)
All Other  9  103  7  (5)
Adjustments/Eliminations  (4)  (151)  (7)  154
Consolidated Total  $ 1,121  $ —  $ 269  $ 144


Nine Months Ended September 30, 2014         
Electric Operations  $ 2,027  $ 5  $ 616  n/a
Gas Distribution  728  —  98  n/a
Retail Gas Marketing  367  —  n/a  $ 16
Energy Marketing  602  154  n/a  5
All Other  27  317  21  (3)
Adjustments/Eliminations  (15)  (476)  37  415
Consolidated Total  $ 3,736  $ —  $ 772  $ 433


  September 30,  December 31,
Segment Assets  2015  2014
Electric Operations  $ 10,531  $ 10,182
Gas Distribution  2,498  2,487
Retail Gas Marketing  107  140
Energy Marketing  102  150
All Other  998  1,474
Adjustments/Eliminations  2,270  2,419
Consolidated Total  $ 16,506  $ 16,852


11.    DISPOSITIONS


In December 2014, SCANA entered into definitive agreements to sell CGT and SCI. CGT is an interstate natural gas pipeline regulated by FERC that
transports natural gas in South Carolina and southeastern Georgia, and it was sold to Dominion Resources, Inc. SCI provides fiber optic communications and
other services and builds, manages and leases communications towers in several southeastern states, and it was sold to a subsidiary of Spirit Communications.
These sales closed in the first quarter of 2015 and resulted in recognition of pre-tax gains totaling approximately $342 million. As further described in Note
1, the pre-tax gain from the sale of CGT is included within Operating Income and the pre-tax gain from the sale of SCI is included within Other Income
(Expense) on the condensed consolidated income statement.


CGT and SCI operate principally in wholesale markets, whereas the Company's primary focus is the delivery of energy-related products and services
to retail markets. In addition, neither CGT nor SCI met accounting criteria for disclosure as a reportable segment and were included within All Other in Note
10. The sales of CGT and SCI did not represent a strategic shift that will have a major effect on SCANA's operations; therefore, these sales do not meet the
criteria for classification as discontinued operations.
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The carrying values of the assets and liabilities classified as held for sale in the consolidated balance sheet as of December 31, 2014, were as follows:


Millions of dollars  CGT  SCI  Total
Assets Held for Sale       
Utility Plant, Net  $ 288.4  —  $ 288.4
Nonutility Property and Investments, Net  0.6  $ 40.1  40.7
Current Assets  6.5  3.9  10.4
Deferred Debits and Other Assets  0.9  0.2  1.1
Total Assets Held for Sale  $ 296.4  $ 44.2  $ 340.6


       


Liabilities Held for Sale       
Current Liabilities  $ 3.5  $ 2.2  $ 5.7
Deferred Credits and Other Liabilities  42.9  3.1  46.0
Total Liabilities Held for Sale  $ 46.4  $ 5.3  $ 51.7
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ITEM 2.     MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS


 
SCANA CORPORATION


 
The following discussion should be read in conjunction with Management’s Discussion and Analysis of Financial Condition and Results of


Operations appearing in SCANA’s Annual Report on Form 10-K for the year ended December 31, 2014.


RESULTS OF OPERATIONS
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2015


AS COMPARED TO THE CORRESPONDING PERIODS IN 2014 


Earnings Per Share


The Company reports earnings as determined in accordance with GAAP. Management believes that, in addition to reported earnings under GAAP,
the Company's GAAP-adjusted weather-normalized net earnings provides a meaningful representation of its fundamental earnings power and can aid in
performing period-over-period financial analysis and comparison with peer group data. In management's opinion, in addition to operating income for
regulated businesses, GAAP-adjusted weather-normalized net earnings is a useful indicator of the financial results of the Company's primary businesses. This
measure is also a basis for management's provision of earnings guidance and growth projections, and it is used by management in making resource allocation
and other budgetary and operational decisions including determining eligibility for certain incentive compensation payments. This non-GAAP performance
measure is not intended to replace the GAAP measure of net earnings, but is offered as a supplement to it. A reconciliation of GAAP earnings per share to
GAAP-adjusted weather-normalized net earnings per share is provided in the table below:


  Third Quarter  Year to Date
  2015  2014  2015  2014
GAAP earnings per share  $ 1.04  $ 1.01  $ 4.53  $ 3.06
Deduct:         
Gain on sale of CGT  —  —  0.95  —
Gain on sale of SCI  —  —  0.46  —
SCE&G Electric - effect of abnormal weather  0.11  0.07  0.22  0.23
GAAP-adjusted weather-normalized net earnings per share  $ 0.93  $ 0.94  $ 2.90  $ 2.83


Third Quarter


Third quarter earnings per share on a GAAP basis increased due to higher electric operations margin and lower depreciation expense. These increases
were partially offset by lower gas margins, higher operation and maintenance expenses, higher property taxes, higher interest cost, higher income taxes and
dilution from additional shares outstanding, as further discussed below.


Year to Date


Year to date earnings per share on a GAAP basis increased due to the sale of CGT and SCI in the first quarter of 2015, higher electric operations
margin and lower depreciation expense. These increases were partially offset by lower gas margins, higher operation and maintenance expenses, higher
property taxes, higher interest cost, higher income taxes and dilution from additional shares outstanding, as further discussed below.


Discussion of above adjustments:


The sales of CGT and SCI were closed in the first quarter of 2015. These subsidiaries operated principally in wholesale markets, whereas the
Company's primary focus is the delivery of energy-related products and services to retail markets. Therefore, CGT and SCI were not a part of the Company's
core business. See Note 11 to the condensed consolidated financial statements.
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SCE&G estimates the effects of abnormal weather on its electric business by comparing actual temperatures in its service territory to a historical
average. The result is used in developing an estimate of electric margin revenue, using average margin rates, attributable to the effects of abnormal weather.


Management believes the above adjustments are appropriate in determining the non-GAAP financial performance measure. Such non-GAAP measure
reflects management's decision that wholesale gas transportation and telecommunications operations were not a part of the Company's core businesses and
would not align with the Company's commitment to serve retail customers on a long-term basis. The non-GAAP measure also provides a consistent basis
upon which to measure performance by excluding the effects on per share earnings of abnormal weather in the electric business.


Dividends Declared
 


SCANA’s Board of Directors has declared the following dividends on common stock during 2015:


Declaration Date  Dividend Per Share  Record Date  Payment Date
February 20, 2015  $0.545  March 10, 2015  April 1, 2015
April 30, 2015  $0.545  June 10, 2015  July 1, 2015
July 30, 2015  $0.545  September 10, 2015  October 1, 2015
October 29, 2015  $0.545  December 10, 2015  January 1, 2016


When a dividend payment date falls on a weekend or holiday, the payment is made the following business day.


Electric Operations
 


Electric Operations is comprised of the electric operations of SCE&G, GENCO and Fuel Company.  Electric operations operating income (including
transactions with affiliates) was as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Operating revenues  $ 743.6 0.4 %  $ 740.4  $ 2,012.7  (1.0)%  $ 2,032.7
Less:  Fuel used in generation  186.7 (12.5)%  213.3  524.8  (18.0)%  639.9


Purchased power  14.0 6.9 %  13.1  38.3  (29.6)%  54.4
Margin  542.9 5.6 % 514.0  1,449.6  8.3 %  1,338.4


Other operation and maintenance expenses  126.3  8.8 %  116.1  367.3  3.1 %  356.4
Depreciation and amortization  55.2  (26.5)%  75.1  207.5  (11.2)%  233.8
Other taxes  48.6  1.5 %  47.9  146.6  3.0 %  142.3


Operating Income  $ 312.8  13.8 %  $ 274.9  $ 728.2  20.2 %  $ 605.9
 
Third Quarter


Margin increased due to base rate increases under the BLRA of $19.8 million, weather of $10.7 million and residential and commercial customer
growth of $6.8 million. These increases were partially offset by lower industrial margins of $2.4 million. Margin also decreased due to downward adjustments
of $14.5 million in 2015, compared to $4.4 million in 2014, pursuant to orders of the SCPSC, related to fuel cost recovery and SCE&G’s DSM Programs.
These adjustments were fully offset by the recognition, within other income, of gains realized upon the late 2013 settlement of certain interest rate contracts
and lower depreciation expense upon the adoption and implementation of revised depreciation rates as a result of an updated depreciation study. Operations
and maintenance expenses increased due to higher labor costs of $7.4 million, primarily due to higher incentive compensation costs, incremental storm
expenses of $1.4 million and due to the amortization of $1.5 million of DSM Programs cost. Depreciation and amortization decreased by $21.7 million in
2015 due to the implementation of the above mentioned revised depreciation rates, $14.5 million of which was offset by downward revenue adjustments.
This decrease in depreciation expense was partially offset by increases associated with net plant additions. Other taxes increased due to net plant additions.
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Year to Date


Margin increased due to downward adjustments of $64.6 million in 2014, compared to downward adjustments of $19.7 million in 2015, pursuant to
orders of the SCPSC, related to fuel cost recovery and SCE&G’s DSM Programs. These adjustments were fully offset by the recognition, within other income,
of gains realized upon the late 2013 settlement of certain interest rate contracts, lower depreciation expense upon the adoption and implementation of revised
depreciation rates as a result of an updated depreciation study and the application, as a reduction to operation and maintenance expenses, of a portion of
SCE&G’s storm damage reserve. Margin also increased due to base rate increases under the BLRA of $51.3 million and residential and commercial customer
growth of $15.9 million. These increases were partially offset by lower industrial margins of $8.9 million and lower collections under SCE&G’s rate rider for
pension costs of $3.0 million. Operations and maintenance expenses increased due to higher labor costs of $2.6 million, primarily due to higher incentive
compensation costs, partially offset by lower pension costs as a result of lower rate rider collections, the application of $5.0 million in 2014 of SCE&G’s
storm damage reserve to offset downward revenue adjustments related to its DSM Programs and the amortization of $2.9 million of DSM Programs cost.
Depreciation and amortization decreased by $21.7 million in 2015 due to the implementation of the above mentioned revised depreciation rates, $14.5
million of which was offset by downward revenue adjustments. This decrease in depreciation expense was partially offset by increases associated with net
plant additions. Other taxes increased due to net plant additions.


Sales volumes (in GWh) related to the electric operations margin, by class, were as follows:


  Third Quarter  Year to Date
Classification  2015  Change  2014  2015  Change  2014
Residential  2,426 4.8 %  2,315  6,425  0.9 %  6,370
Commercial  2,143 2.0 %  2,100  5,754  1.4 %  5,676
Industrial  1,660 (0.5)%  1,668  4,726  1.4 %  4,662
Other  165 (2.9)%  170  458  (0.2)%  459


Total Retail Sales  6,394 2.3 % 6,253  17,363  1.1 %  17,167
Wholesale  266 3.1 %  258  749  1.6 %  737


Total Sales  6,660 2.3 % 6,511  18,112  1.2 %  17,904


Third Quarter


Retail sales volume increased primarily due to customer growth and the effects of weather.


Year to Date


Retail sales volume increased primarily due to customer growth.


Gas Distribution
 


Gas Distribution is comprised of the local distribution operations of SCE&G and PSNC Energy.  Gas distribution operating income (including
transactions with affiliates) was as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Operating revenues  $ 112.1  (12.4)%  $ 127.9  $ 610.7  (16.3)%  $ 729.5
Less:  Gas purchased for resale  53.9  (22.3)%  69.4  317.9  (27.4)%  437.6


Margin  58.2  (0.5)%  58.5  292.8  0.3 %  291.9
Other operation and maintenance expenses  42.6  15.8 %  36.8  119.4  5.3 %  113.4
Depreciation and amortization  19.4  6.6 %  18.2  57.7  6.9 %  54.0
Other taxes  9.3  6.9 %  8.7  28.0  6.9 %  26.2


Operating Income (Loss)  $ (13.1)  151.9 %  $ (5.2)  $ 87.7  (10.8)%  $ 98.3
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Third Quarter


Margin decreased primarily due to a SCPSC-approved decrease in base rates under the RSA which became effective in November 2014. Operation
and maintenance expenses increased primarily due to higher labor costs, primarily due to higher incentive compensation costs. Depreciation and
amortization and other taxes increased due to net plant additions.


Year to Date


Margin increased primarily due to residential and commercial customer growth and an industrial customer shift from interruptible to firm service,
partially offset by a SCPSC-approved decrease in base rates under the RSA which became effective in November 2014 and decreases associated with
franchise fee revenue. Operation and maintenance expenses increased primarily due to higher labor costs. Depreciation and amortization and other taxes
increased due to net plant additions.


Sales volumes (in MMBTU) related to gas distribution margin by class, including transportation, were as follows:


  Third Quarter  Year to Date
Classification (in thousands)  2015  Change  2014  2015  Change  2014
Residential  2,069  (3.7)%  2,149  29,786  (4.4)%  31,165
Commercial  4,329  (1.5)%  4,396  21,233  (2.6)%  21,808
Industrial  4,786  0.8 %  4,749  15,024  (0.7)%  15,128
Transportation  13,610  20.0 %  11,341  36,101  9.7 %  32,912


Total  24,794  9.5 %  22,635  102,144  1.1 %  101,013


Third Quarter


Commercial interruptible volumes at SCE&G decreased due to lower average usage. Residential and commercial firm sales volumes decreased due
to lower average usage, partially offset by customer growth. Transportation at PSNC Energy increased due to industrial expansion and a slight improvement
in the economy.


Year to Date


Residential and commercial firm sales volumes decreased due to the effects of weather and lower average usage, partially offset by customer growth.
Commercial and industrial interruptible volumes at SCE&G decreased due to curtailments and lower average use. Industrial and transportation volumes at
PSNC Energy increased due to industrial expansion, improvement in the economy, and lower curtailment activity. Transportation volumes at SCE&G
increased due to customers shifting to transportation only service.


Retail Gas Marketing
 


Retail Gas Marketing is comprised of SCANA Energy, which operates in Georgia’s natural gas market.  Retail Gas Marketing operating revenues and
net income (loss) were as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Operating revenues  $ 67.9  (0.7)%  $ 68.4  $ 344.0  (6.4)%  $ 367.4
Net income (loss)  (3.9)  39.3 %  (2.8)  17.6  7.3 %  16.4
 
Third Quarter


Operating revenues decreased as natural gas prices declined, and net loss increased primarily due to higher operating expenses.


37


Source: SOUTH CAROLINA ELECTRIC & GAS CO, 10-Q, November 06, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.







Table of Contents


Year to Date


Operating revenues decreased as natural gas prices declined. Net income increased due to lower commodity costs and lower bad debt expense related
primarily to lower revenues.


Energy Marketing
 


Energy Marketing is comprised of the Company’s non-regulated marketing operations, excluding SCANA Energy.  Energy Marketing operating
revenues and net income were as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Operating revenues  $ 180.4  (21.2)%  $ 228.8  $ 562.5  (25.6)%  $ 756.1
Net income (loss)  (0.6)  (76.9)%  (2.6)  8.1  58.8 %  5.1
 
Third Quarter and Year to Date


Operating revenues decreased primarily due to lower market prices. Net income increased (loss decreased) primarily due to lower transportation
costs. 


 Other Operating Expenses
 


Other operating expenses were as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Other operation and maintenance  $ 181.8  7.4 %  $ 169.2  $ 527.0  0.8 %  $ 522.9
Depreciation and amortization  75.0  (21.8)%  95.9  267.3  (6.6)%  286.1
Other taxes  58.3  0.2 %  58.2  176.3  1.4 %  173.8


Changes in other operating expenses are largely attributable to the electric operations and gas distribution segments and are addressed in those
discussions. In addition, for the third quarter and year to date, other operation and maintenance expense decreased by $6.1 million and $16.1 million,
depreciation and amortization decreased by $2.2 million and $5.7 million and other taxes decreased by $1.4 million and $3.6 million, respectively, due to
the sale of CGT in early 2015.


Other Income (Expense)
 


Other income (expense) includes the results of certain incidental (non-utility) activities, the activities of certain non-regulated subsidiaries and 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), both of which have the effect of increasing reported net income. Other income and expense and AFC were as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Other income  $ 18.5  3.4 %  $ 17.9  $ 55.6  (46.0)%  $ 103.0
Other expense  (16.4)  37.8 %  (11.9)  (43.5)  12.7 %  (38.6)
AFC - equity funds  8.2  (24.1)%  10.8  19.9  (22.3)%  25.6


Third Quarter


Other income decreased due primarily to the recognition of $4.4 million of gains in 2014 realized upon the settlement of certain interest rate
contracts previously recorded as regulatory liabilities pursuant to the SCPSC orders previously discussed. Such gain recognition was fully offset by
downward adjustments to revenues reflected within electric margin and
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had no effect on net income (see electric margin discussion). Other income decreased by $5.4 million and other expenses decreased by $3.3 million due to the
sale of SCI. AFC decreased due to lower AFC rates.


Year to Date


Other income decreased due primarily to the recognition of $59.6 million of gains in 2014, compared to $5.2 million in 2015, realized upon the
settlement of certain interest rate contracts previously recorded as regulatory liabilities pursuant to the SCPSC orders previously discussed. Such gain
recognition was fully offset by downward adjustments to revenues reflected within electric margin and had no effect on net income (see electric margin
discussion). Other income decreased by $12.6 million and other expenses decreased by $7.6 million due to the sale of SCI. AFC decreased due to lower AFC
rates.
 
Interest Expense


     Interest charges increased primarily due to increased borrowings.


Income Taxes
 


Income taxes for the three and nine months ended September 30, 2015 were higher than the same periods in 2014 primarily due to higher income
before taxes. Year to date income before taxes was higher in 2015 primarily due to the sales of CGT and SCI, and the year to date effective tax rate for 2015
was higher than the rate for 2014 primarily due to higher income before taxes and tax items directly associated with the sales of CGT and SCI.


LIQUIDITY AND CAPITAL RESOURCES
 


The Company anticipates that its cash obligations will be met through internally generated funds and additional short- and long-term borrowings.
The Company expects that, barring a future impairment of the capital markets, it has or can obtain adequate sources of financing to meet its projected cash
requirements for the foreseeable future, including the cash requirements for nuclear construction and refinancing maturing long-term debt. The Company’s
ratio of earnings to fixed charges for the nine and 12 months ended September 30, 2015 was 5.00 and 4.45, respectively.
     


The Company is obligated with respect to an aggregate of $67.8 million of industrial revenue bonds which are secured by letters of credit issued by
TD Bank N.A. The letters of credit expire, subject to renewal, in the fourth quarter of 2019.


 
At September 30, 2015, the Company had net available liquidity of approximately $1.6 billion, comprised of cash on hand and available amounts


under lines of credit. The credit agreements total an aggregate of $1.8 billion, of which $200 million is scheduled to expire in October 2016 and the
remainder is scheduled to expire in October 2019. The Company regularly monitors the commercial paper and short-term credit markets to optimize the
timing of repayment of outstanding balances on its draws, if any, from the credit facilities. The Company’s long-term debt portfolio has a weighted average
maturity of approximately 20 years at a weighted average effective interest rate of 5.8%.  All of the long-term debt bears fixed interest rates or is swapped to
fixed. To further preserve liquidity, the Company rigorously reviews its projected capital expenditures and operating costs and adjusts them where possible
without impacting safety, reliability, and core customer service.


SCE&G has obtained FERC authority to issue short-term indebtedness and to assume liabilities as a guarantor(pursuant to Section 204 of the Federal
Power Act). SCE&G may issue unsecured promissory notes, commercial paper and direct loans in amounts not to exceed $1.6 billion outstanding with
maturity dates of one year or less, and may enter into guaranty agreements in favor of lenders, banks, and dealers in commercial paper in amounts not to
exceed $600 million. GENCO has obtained FERC authority to issue short-term indebtedness not to exceed $200 million outstanding with maturity dates of
one year or less. The authority described herein will expire in October 2016.


On January 29, 2015, SCANA entered into an unsecured, three-month credit agreement in the amount of $150 million. SCANA entered this
agreement to ensure sufficient liquidity was available to redeem its junior subordinated notes on February 2, 2015. No borrowings were made under this
agreement, and it expired according to its terms on February 6, 2015.


On February 2, 2015, SCANA redeemed prior to maturity $150 million of its 7.70% junior subordinated notes at their face value.
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In May 2015, SCE&G issued $500 million of 5.1% first mortgage bonds due September 1, 2065. Proceeds from this sale were used to repay short-
term debt primarily incurred as a result of SCE&G’s construction program, to finance capital expenditures, and for general corporate purposes.


SCANA issued approximately $14 million of common stock during January 2015 through various compensation and dividend reinvestment plans,
after which the common stock needs of such plans have been met through open-market purchases.


SCE&G's current preliminary estimates of its capital expenditures for new nuclear construction (including transmission) for 2015 through 2017,
which are subject to continuing review and adjustment, are $752 million in 2015, $1,032 million in 2016, and $959 million in 2017.


For additional information, see Note 4 to the consolidated financial statements.


OTHER MATTERS
 


As Georgia's regulated provider, SCANA Energy provides service to low-income customers and customers unable to obtain or maintain natural gas
service from other marketers at rates approved by the GPSC, and SCANA Energy receives funding from the Universal Service Fund to offset some of the bad
debt associated with the low-income group. SCANA Energy's term as the regulated provider is scheduled to end on August 31, 2017.


For information related to environmental matters, nuclear generation, and claims and litigation, see Note 9 to the condensed consolidated financial
statements.


ITEM 3.    QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 


Interest Rate Risk - Interest rates on all of the Company's outstanding long-term 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 and interest rate derivatives, including changes in the Company's market risk exposures relative
to interest rate risk, see ITEM 2.  MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS –
LIQUIDITY AND CAPITAL RESOURCES and also Notes 2, 4, 6 and 7 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 6 and 7 of the condensed consolidated financial statements. The following tables provide information about the Company’s
financial instruments that are sensitive to changes in natural gas prices.  Weighted average settlement prices are per 10,000 MMBTU. Fair value represents
quoted market prices for these or similar instruments.


  Expected Maturity    Expected Maturity
Futures - Long  2015   2016  2017  Options Purchased Call - Long  2015  2016


Settlement Price (a)  2.62   2.81  3.05  Strike Price (a)  3.68  3.64
Contract Amount (b)  6.8   13.3  1.0  Contract Amount (b)  13.3  22.7
Fair Value (b)  5.4   11.7  1.0  Fair Value (b)  —  0.5
              


Futures - Short  2015   2016         
Settlement Price (a)  —   2.83         
Contract Amount (b)  —   1.3         
Fair Value (b)  —   1.2         
              


(a)  Weighted average, in dollars            
(b)  Millions of dollars            
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  Expected Maturity
Swaps  2015  2016  2017  2018
Commodity Swaps:         
Pay fixed/receive variable (b)  23.4  51.8  7.3  3.7
Average pay rate (a)  3.4295  3.4853  4.0251  4.1974
Average received rate (a)  2.6239  2.8108  3.0169  3.0498
Fair value (b)  17.9  41.8  5.5  2.7
Pay variable/receive fixed (b)  9.3  25.1  5.3  2.6
Average pay rate (a)  2.6155  2.8063  3.0133  3.0485
Average received rate (a)  3.6083  3.6926  4.0385  4.2471
Fair value (b)  12.8  33.1  7.1  3.6
         
Basis Swaps:         
Pay variable/receive variable (b)  1.7  0.9  0.8  —
Average pay rate (a)  2.6058  2.8875  3.1687  —
Average received rate (a)  2.5905  2.8576  3.1678  —
Fair value (b)  1.7  0.9  0.8  —
         
(a) Weighted average, in dollars         
(b) Millions of dollars         


ITEM 4. CONTROLS AND PROCEDURES
 


As of September 30, 2015, SCANA conducted an evaluation under the supervision and with the participation of its management, including its CEO
and 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 September 30, 2015, SCANA’s disclosure controls and procedures were
effective. There has been no change in SCANA’s internal control over financial reporting during the quarter ended September 30, 2015 that has materially
affected or is reasonably likely to materially affect SCANA’s internal control over financial reporting.
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SOUTH CAROLINA ELECTRIC & GAS COMPANY FINANCIAL SECTION
ITEM 1.    FINANCIAL STATEMENTS


SOUTH CAROLINA ELECTRIC & GAS COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS


(Unaudited)


Millions of dollars  
September 30, 


2015  
December 31, 


2014
Assets   
Utility Plant In Service  $ 11,007  $ 10,650
Accumulated Depreciation and Amortization  (3,830)  (3,667)
Construction Work in Progress  3,734  3,302
Plant to be Retired, Net  —  169
Nuclear Fuel, Net of Accumulated Amortization  305  329
Utility Plant, Net ($694 and $675 related to VIEs)  11,216  10,783
Nonutility Property and Investments:   


Nonutility property, net of accumulated depreciation  67  67
Assets held in trust, net-nuclear decommissioning  113  113
Other investments  2  2
Nonutility Property and Investments, Net  182  182


Current Assets:   
     Cash and cash equivalents  30  100
     Receivables, net of allowance for uncollectible accounts of $4 and $4  462  524
     Affiliated receivables  22  109
     Inventories (at average cost):   


     Fuel and gas supply  102  131
     Materials and supplies  136  129


     Prepayments  100  154
      Other current assets  80  99
     Total Current Assets ($100 and $158 related to VIEs)  932  1,246
Deferred Debits and Other Assets:   


Pension asset  9  10
Regulatory assets  1,808  1,745
Other  165  141


     Total Deferred Debits and Other Assets ($52 and $50 related to VIEs)  1,982  1,896
Total  $ 14,312  $ 14,107


See Notes to Condensed Consolidated Financial Statements.
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Millions of dollars  
September 30, 


2015  
December 31, 


2014
Capitalization and Liabilities   
Common Stock - no par value, 40.3 million shares outstanding  $ 2,756  $ 2,560
Retained Earnings  2,266  2,077
Accumulated Other Comprehensive Loss  (3)  (3)
Total Common Equity  5,019  4,634
Noncontrolling Interest  129  123
Total Equity  5,148  4,757
Long-Term Debt, net  4,790  4,299
Total Capitalization  9,938  9,056
Current Liabilities:   


Short-term borrowings  234  709
Current portion of long-term debt  10  10
Accounts payable  184  294
Affiliated payables  125  180


  Customer deposits and customer prepayments  69  61
Taxes accrued  279  170
Interest accrued  66  64
Dividends declared  71  74


  Derivative financial instruments  108  208
Other  76  99
Total Current Liabilities  1,222  1,869


Deferred Credits and Other Liabilities:   
Deferred income taxes, net  1,682  1,696
Deferred investment tax credits  26  28
Asset retirement obligations  460  536
Postretirement benefits  198  195
Regulatory liabilities  641  610
Other  145  117
Total Deferred Credits and Other Liabilities  3,152  3,182


 Commitments and Contingencies (Note 9)  —  —
Total  $ 14,312  $ 14,107
 
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  Nine Months Ended
  September 30,  September 30,
Millions of dollars  2015  2014  2015  2014
Operating Revenues:       


Electric  $ 743  $ 740  $ 2,013  $ 2,032
Gas  63  72  275  337
Total Operating Revenues  806  812  2,288  2,369


Operating Expenses:        
Fuel used in electric generation  187  213  525  640
Purchased power  14  13  38  54
Gas purchased for resale  37  46  151  210
Other operation and maintenance  148  136  428  415
Depreciation and amortization  59  79  220  236
Other taxes  54  53  163  158
Total Operating Expenses  499  540  1,525  1,713


Operating Income  307  272  763  656
Other Income (Expense):        


Other income  6  9  24  71
Other expense  (7)  (7)  (21)  (19)
Interest charges, net of allowance for borrowed funds used during construction of $4, $5,
$11 and $11  (63)  (57)  (183)  (169)
Allowance for equity funds used during construction  8  10  18  22


Total Other Income (Expense)  (56)  (45)  (162)  (95)
Income Before Income Tax Expense  251  227  601  561
Income Tax Expense  84  70  196  178
Net Income  167  157  405  383
Net Income Attributable to Noncontrolling Interest  (3)  (3)  (11)  (9)
Earnings Available to Common Shareholder  $ 164  $ 154  $ 394  $ 374


         


Dividends Declared on Common Stock  $ 71  $ 69  $ 211  $ 197
 
See Notes to Condensed Consolidated Financial Statements.


SOUTH CAROLINA ELECTRIC & GAS COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME


(Unaudited)


  
Three Months Ended


September 30,  
Nine Months Ended


September 30,
Millions of dollars  2015  2014  2015  2014
Net Income and Total Comprehensive Income  167  157  405  383
Comprehensive income attributable to noncontrolling interest  (3)  (3)  (11)  (9)
Comprehensive income available to common shareholder  $ 164  $ 154  $ 394  $ 374


See Notes to Condensed Consolidated Financial Statements.
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS


(Unaudited)


  Nine Months Ended September 30,
Millions of dollars  2015  2014
Cash Flows From Operating Activities:   


Net income  $ 405  $ 383
Adjustments to reconcile net income to net cash provided from operating activities:    


Losses from equity method investments  3  4
Deferred income taxes, net  (14)  76
Depreciation and amortization  221  236
Amortization of nuclear fuel  41  31
Allowance for equity funds used during construction  (18)  (22)
Carrying cost recovery  (9)  (7)
Changes in certain assets and liabilities:    


Receivables  46  (34)
Inventories  (15)  (36)
Prepayments  63  (24)
Regulatory assets  90  (170)
Regulatory liabilities  6  (130)
Accounts payable  (21)  11
Taxes accrued  109  (70)
Pension and other post retirement benefits  (2)  (12)
Derivative financial instruments  (100)  103
Other assets  58  27
Other liabilities  (61)  58


Net Cash Provided From Operating Activities  802  424
Cash Flows From Investing Activities:   


Property additions and construction expenditures  (748)  (678)
Proceeds from investments (including derivative collateral returned)  768  163
Purchase of investments (including derivative collateral posted)  (776)  (202)
Payments upon interest rate derivative contract settlement  (152)  (34)
Proceeds upon interest rate derivative contract settlement  10  —
Proceeds from investment in affiliate  80  —


Net Cash Used For Investing Activities  (818)  (751)
Cash Flows From Financing Activities:   


Proceeds from issuance of long-term debt  491  294
Repayment of long-term debt  (10)  (12)
Dividends  (214)  (190)
Contributions from parent  200  85
Return of capital to parent  (4)  (3)
Short-term borrowings –affiliate, net  (42)  (7)
Short-term borrowings, net  (475)  110


Net Cash Provided From (Used For) Financing Activities  (54)  277
Net Decrease In Cash and Cash Equivalents  (70)  (50)
Cash and Cash Equivalents, January 1  100  92
Cash and Cash Equivalents, September 30  $ 30  $ 42


     
 Supplemental Cash Flow Information:   


Cash paid for– Interest (net of capitalized interest of $11 and $11)  $ 169  $ 162
– Income taxes paid  89  143
– Income taxes received  (84)  —


Noncash Investing and Financing Activities:    
Accrued construction expenditures  76  94
Capital leases  5  4


See Notes to Condensed Consolidated Financial Statements.
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS


For the Three and Nine Months Ended September 30, 2015 and 2014
(Unaudited)


 
The following notes should be read in conjunction with the Notes to Consolidated Financial Statements appearing in SCE&G’s Annual Report on


Form 10-K for the year ended December 31, 2014.  These are interim financial statements and, due to the seasonality of Consolidated SCE&G’s 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.


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Use of Estimates
 


The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amount of revenues and expenses during the reporting period. Actual results could differ from those estimates.


 
Variable Interest Entities
 


SCE&G has determined that it has a controlling financial interest in GENCO and Fuel Company (which are considered to be VIEs) 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, SCE&G’s parent. Accordingly, GENCO’s and Fuel Company’s equity and results of operations are reflected as
noncontrolling interest in Consolidated SCE&G’s condensed consolidated financial statements.


 
GENCO owns a coal-fired electric generating station with a 605 MW net generating capacity (summer rating). GENCO’s electricity is sold, pursuant


to a FERC-approved tariff, solely to SCE&G under the terms of a power purchase agreement and related operating agreement. The effects of these transactions
are eliminated in consolidation. Substantially all of GENCO’s property (carrying value of approximately $489 million) serves as collateral for its long-term
borrowings. Fuel Company acquires, owns and provides financing for SCE&G’s nuclear fuel, certain fossil fuels and emission allowances. See also Note 4.


Plant to be Retired


At December 31, 2014, SCE&G expected to retire three units that are or were coal-fired by 2020, which was prior to the end of the previously
estimated useful lives over which the units were being depreciated. As such, these units were identified as Plant to be Retired. In the third quarter of 2015, in
connection with the adoption of a customary depreciation study and related analysis, SCE&G determined that these three units would not likely be retired by
2020 (see Note 2), and their depreciation rates were set to recover the units' net carrying value over their respective revised useful lives. Accordingly, the net
carrying value of these units is no longer classified as Plant to be Retired at September 30, 2015.


    
New Accounting Matters


In May 2014, the FASB issued accounting guidance for revenue arising from contracts with customers that supersedes most current revenue
recognition guidance, including industry-specific guidance. The new revenue recognition model provides a five-step analysis in determining when and how
revenue is recognized, and will require revenue recognition to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration a company expects to receive in exchange for those goods or services. After the FASB's delay in the effective date of the revenue guidance by
one year, Consolidated SCE&G is required to adopt this guidance in the first quarter of 2018 and early adoption is permitted beginning in the first quarter of
2017.  Consolidated SCE&G has not determined the impact this guidance will have on its results of operations, cash flows or financial position.


In April 2015, the FASB issued accounting guidance intended to simplify the presentation of debt issuance costs by requiring that such costs be
deducted from the carrying amounts related to debt liabilities when presented in the balance sheet. As permitted, Consolidated SCE&G expects to early adopt
this guidance in the fourth quarter of 2015.  Consolidated SCE&G
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does not expect the adoption of this guidance to have a significant impact on its financial position.  The guidance will not affect Consolidated SCE&G’s
results of operations or cash flows.


In April 2015, the FASB issued accounting guidance related to fees paid by a customer in a cloud computing arrangement.  Among other things, the
guidance clarifies how to account for a software license element included in a cloud computing arrangement, and makes explicit that a cloud computing
arrangement not containing a software license element should be accounted for as a service contract. Consolidated SCE&G has evaluated this guidance and
has determined it will not significantly impact its results of operations, cash flows or financial position. Consolidated SCE&G expects to adopt this guidance
in the first quarter of 2016.


In July 2015, the FASB issued accounting guidance intended to simplify the subsequent measurement of inventory cost by requiring most inventory
to be measured at the lower of cost and net realizable value when presented in the balance sheet. Consolidated SCE&G expects to adopt this guidance in the
first quarter of 2017. Consolidated SCE&G is evaluating this guidance and has not determined what impact it will have on its results of operations, cash flows
or financial position.


2. RATE AND OTHER REGULATORY MATTERS
 


Rate Matters
 
Electric - Cost of Fuel
 
SCE&G's retail electric rates include a cost of fuel component approved by the SCPSC which may be adjusted periodically to reflect changes in the


price of fuel purchased.


Pursuant to an April 2014 SCPSC order, SCE&G increased its base fuel cost component by approximately $10.3 million for the 12-month period
beginning with the first billing cycle of May 2014. The base fuel cost increase was offset by a reduction in SCE&G's rate rider related to pension costs
approved by the SCPSC in March 2014. In addition, pursuant to the April 2014 order, electric revenue for 2014 was reduced by approximately $46 million
for adjustments to the fuel cost component and related under-collected fuel balance. Such adjustments are fully offset by the recognition within other income
of gains realized from the late 2013 settlement of certain interest rate derivatives which had been entered into in anticipation of the issuance of long-term
debt, which gains had been deferred as a regulatory liability. The order also provided for the accrual of certain debt-related carrying costs on its under-
collected balance of base fuel costs during the period May 1, 2014 through April 30, 2015.


The cost of fuel includes amounts paid by SCE&G pursuant to the Nuclear Waste Act for the disposal of spent nuclear fuel. As a result of a November
2013 decision by the Court of Appeals, the DOE set the Nuclear Waste Act fee to zero effective May 16, 2014. The impact of changes to the Nuclear Waste
Act fee is considered during annual fuel rate proceedings.


By order dated April 30, 2015, the SCPSC approved a settlement agreement among SCE&G and certain other parties in which SCE&G agreed to
decrease the total fuel cost component of its retail electric rates. Under this order, SCE&G is to recover an amount equal to its under-collected balance of base
fuel and variable environmental costs as of April 30, 2015, over the subsequent 12-month period beginning with the first billing cycle of May 2015.


By order dated July 15, 2015, the SCPSC approved a settlement agreement among SCE&G and certain other parties concerning SCE&G's petition
for approval to participate in a DER program and to recover DER program costs as a separate component of SCE&G's overall fuel factor. Under this order,
SCE&G will, among other things, develop renewable energy facilities with a nameplate capacity of at least 84.5 MW by the end of 2020 and have at least 30
MW of utility-scale solar capacity in service by the end of 2016. The order also requires SCE&G to develop incentives for solar energy generated by
residential and commercial customers. SCE&G will also make incentives available for residential customers receiving solar power from community solar-
programs.


By order dated September 16, 2015, the SCPSC approved SCE&G's request to adopt lower depreciation rates for electric and common plant effective
January 1, 2015 resulting in $29 million in lower depreciation expense annually. These rates were based on the results of a depreciation study conducted by
SCE&G using utility plant balances as of December 31, 2014. In connection with the adoption of the revised depreciation rates, SCE&G recorded lower
depreciation expense of approximately $22 million in the third quarter of 2015, and pursuant to the SCPSC order, SCE&G reduced its electric operating
revenues by approximately $14.5 million with an offset to under-collected fuel included within Receivables in the balance
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sheet. Accordingly, Consolidated SCE&G's net income for each of the three and nine months ended September 30, 2015, increased approximately $4.5
million as a result of this change in estimate.
 


Electric - Base Rates


Pursuant to an SCPSC order, SCE&G removes from rate base deferred income tax assets arising from capital expenditures related to the New Units
and accrues carrying costs on those amounts during periods in which they are not included in rate base.  Such carrying costs are determined at SCE&G’s
weighted average long-term debt borrowing rate and are recorded as a regulatory asset and other income. Carrying costs during the three and nine months
ended September 30, 2015 totaled $2.4 million and $6.5 million, respectively, and during the three and nine months ended September 30, 2014 totaled $1.6
million and $4.1 million, respectively. SCE&G anticipates that when the New Units are placed in service and accelerated tax depreciation is recognized on
them, these deferred income tax assets will decline. When these assets are fully offset by related deferred income tax liabilities, the carrying cost accruals will
cease, and the regulatory asset will begin to be amortized.


The SCPSC has approved a suite of DSM Programs for development and implementation. SCE&G offers to its retail electric customers several
distinct programs designed to assist customers in reducing their demand for electricity and improving their energy efficiency. SCE&G submits annual filings
to the SCPSC related to these programs which include actual program costs, net lost revenues both forecasted and actual), customer incentives, and net
program benefits, among other things. As actual DSM Program costs are incurred, they are deferred as regulatory assets (see Regulatory Assets and Regulatory
Liabilities below) and recovered through a rate rider approved by the SCPSC. The rate rider also provides for recovery of net lost revenues and for a shared
savings incentive. The SCPSC approved the following rate riders pursuant to the annual DSM Programs filings, which went into effect as indicated below:


Year  Effective  Amount
2015  First billing cycle of May  $ 32.0 million
2014  First billing cycle of May  $ 15.4 million
2013  First billing cycle of May  $ 16.9 million


In April 2014, the SCPSC issued an order approving, among other things, SCE&G’s request to utilize approximately $17.8 million of the gains from
the late 2013 settlement of certain interest rate derivative instruments, previously deferred as regulatory liabilities, to offset a portion of SCE&G’s DSM
Programs rate rider. This order also allowed SCE&G to apply $5.0 million of its storm damage reserve and $5.0 million of the gains from the settlement of
certain interest rate derivative instruments to offset previously deferred amounts. 


Electric – BLRA
    


Under the BLRA, SCE&G may file revised rates with the SCPSC each year to incorporate the financing cost of any incremental construction work in
progress incurred for new nuclear generation. Through 2015, requested rate adjustments have been based on SCE&G's updated cost of debt and capital
structure and on an allowed return on common equity of 11.0%. The SCPSC has approved recovery of the following amounts under the BLRA effective for
bills rendered on and after October 30 in the following years:


Year  Action  Amount
2015  2.6% Increase  $ 64.5 million
2014  2.8% Increase  $ 66.2 million
2013  2.9% Increase  $ 67.2 million


In September 2015 the SCPSC approved a revision to the allowed return on equity for new nuclear construction from 11.0% to 10.5%. This revised
return on equity will be applied prospectively for the purpose of calculating revised rates sought by SCE&G under the BLRA on and after January 1, 2016,
until such time as the New Units are completed. See Note 9.


Gas


The RSA 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 has approved the following rate changes pursuant to annual RSA filings effective with the first billing
cycle of November in the following years: 
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Year  Action  Amount
2015    No change  -
2014  0.6% Decrease  $ 2.6 million
2013    No change  -


SCE&G's natural gas tariffs include a PGA that provides for the recovery of actual gas costs incurred, including transportation costs. SCE&G's gas
rates are calculated using a methodology which may adjust the cost of gas monthly based on a 12-month rolling average, and its gas purchasing policies and
practices are reviewed annually by the SCPSC. The annual review conducted for the 12-month period ended July 31, 2014 resulted in the SCPSC issuing an
order finding that SCE&G's gas purchasing policies and practices during the review period were reasonable and prudent. SCE&G's 2015 annual PGA hearing
was held on November 5, 2015 and the SCPSC's decision is pending.


Regulatory Assets and Regulatory Liabilities
 


Consolidated SCE&G has significant cost-based, rate-regulated operations and recognizes in its financial statements certain revenues and expenses
in different periods than do other enterprises. As a result, Consolidated SCE&G has recorded regulatory assets and regulatory liabilities, which are
summarized in the following tables.  Other than unrecovered plant, substantially all regulatory assets are either explicitly excluded from rate base or are
effectively excluded from rate base due to their being offset by related liabilities.


Millions of dollars  
September 30, 


2015  
December 31, 


2014
Regulatory Assets:   
Accumulated deferred income taxes  $ 278  $ 278
Under collections – electric fuel adjustment clause  —  20
Environmental remediation costs  35  36
AROs and related funding  356  347
Franchise agreements  23  26
Deferred employee benefit plan costs  296  310
Planned major maintenance  —  2
Deferred losses on interest rate derivatives  538  453
Deferred pollution control costs  35  36
Unrecovered plant  128  137
DSM Programs  59  56
Carrying costs on deferred tax assets related to nuclear construction  15  9
Other  45  35
Total Regulatory Assets  $ 1,808  $ 1,745


Regulatory Liabilities:     
Accumulated deferred income taxes  $ 16  $ 17


Asset removal costs  520  505
Storm damage reserve  6  6
Deferred gains on interest rate derivatives  87  82
Planned major maintenance  12  —
Total Regulatory Liabilities  $ 641  $ 610


Accumulated deferred income tax liabilities that arose from utility operations that have not been included in customer rates are recorded as a
regulatory asset.  Substantially all of these regulatory assets relate to depreciation and are expected to be recovered over the remaining lives of the related
property which may range up to approximately 85 years.  Similarly, 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


SCPSC which are expected to be recovered in retail electric rates over periods exceeding 12 months. 


49


Source: SOUTH CAROLINA ELECTRIC & GAS CO, 10-Q, November 06, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.







Table of Contents


Environmental remediation costs represent costs associated with the assessment and clean-up of sites currently or formerly owned by SCE&G and are
expected to be recovered over periods of up to approximately 24 years.


 
ARO and related funding represents the regulatory asset associated with the legal obligation to decommission and dismantle Summer Station and


conditional AROs related to generation, transmission and distribution properties, including gas pipelines.  These regulatory assets are expected to be
recovered over the related property lives and periods of decommissioning which may range up to approximately 110 years.


 
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 is recovering these amounts through cost of service rates through approximately 2021.


Employee benefit plan costs of the regulated utilities have historically been recovered as they have been recorded under GAAP. Deferred employee
benefit plan costs represent pension and other postretirement benefit costs which were accrued as liabilities and treated as regulatory assets pursuant to FERC
guidance, and costs deferred pursuant to specific SCPSC regulatory orders. Accordingly, in 2013 SCE&G began recovering through utility rates
approximately $63 million of deferred pension costs for electric operations over approximately 30 years and approximately $14 million of deferred pension
costs for gas operations over approximately 14 years. The remainder of the deferred benefit costs are expected to be recovered through utility rates, primarily
over average service periods of participating employees, or up to approximately 12 years.


Planned major maintenance related to certain fossil fueled turbine/generation equipment and nuclear refueling outages is accrued in periods other
than when incurred, pursuant to specific SCPSC orders.  SCE&G collects and accrues $18.4 million annually for fossil fueled turbine/generation equipment
maintenance and collects and accrues $17.2 million annually for nuclear-related refueling charges.


Deferred losses or gains on interest rate derivatives represent (i) the effective portions of changes in fair value and payments made or received upon
settlement of certain interest rate derivatives designated as cash flow hedges and (ii) the changes in fair value and payments made or received upon settlement
of certain other interest rate derivatives not so designated. The amounts recorded with respect to (i) are expected to be amortized to interest expense over the
lives of the underlying debt through 2043. The amounts recorded with respect to (ii) are expected to be similarly amortized to interest expense through 2065
except when, in the case of deferred gains, such amounts are applied otherwise at the direction of the SCPSC.


 
Deferred pollution control costs represent deferred depreciation and operating and maintenance costs associated with the scrubbers installed at


certain coal-fired generating plants pursuant to specific regulatory orders.  Such costs are being recovered through utility rates through 2045. 
 
Unrecovered plant represents the carrying value of coal-fired generating units, including related materials and supplies inventory, retired from


service prior to being fully depreciated. Pursuant to SCPSC approval, SCE&G will amortize these amounts through cost of service rates over the units'
previous estimated remaining useful lives through 2025. Unamortized amounts are included in rate base and are earning a current return.


DSM Programs represent deferred costs associated with such programs.  As a result of an April 2015 SCPSC order, deferred costs are currently being
recovered over approximately five years through an approved rate rider. 


Carrying costs on deferred tax assets related to nuclear construction are calculated on accumulated deferred income tax assets associated with the
New Units which are not part of electric rate base using the weighted average long-term debt cost of capital. These carrying costs will be amortized over ten
years beginning in approximately 2021.


Various other regulatory assets are expected to be recovered in rates over periods of up to approximately 30 years.
 
Asset removal costs represent estimated net collections through depreciation rates of amounts 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. Pursuant to specific regulatory orders, SCE&G has suspended storm
damage reserve collection through rates indefinitely. During the nine months ended September 30, 2015, no amounts were applied to offset incremental
storm damage costs.
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The SCPSC or the FERC has reviewed and approved through specific orders most of the items shown as regulatory assets. Other regulatory assets
include, but are not limited to, certain costs which have not been specifically approved for recovery by the SCPSC or by the FERC. In recording such costs as
regulatory assets, management believes the costs will be allowable under existing rate-making concepts that are embodied in rate orders received by SCE&G.
The costs are currently not 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 or changes in accounting requirements, Consolidated SCE&G could be required to write off its regulatory assets and
liabilities. Such an event could have a material effect on Consolidated SCE&G's results of operations, liquidity or financial position in the period the write-
off would be recorded.


3. EQUITY
 


Changes in common equity during the nine months ended September 30, 2015 and 2014 were as follows:


  Common Stock  Retained  
Accumulated Other


Comprehensive  Noncontrolling  Total
Millions  Shares  Amount  Earnings  Income (Loss)  Interest  Equity
Balance at January 1, 2015  40  $ 2,560  $ 2,077  $ (3)  $ 123  $ 4,757


Earnings available to common
shareholder      394    11  405
Deferred cost of employee benefit plans        —    —
Total Comprehensive Income      394  —  11  405


Capital contributions from parent    196        196
Cash dividend declared      (205)    (5)  (210)


Balance at September 30, 2015  40  $ 2,756  $ 2,266  $ (3)  $ 129  $ 5,148


             


Balance at January 1, 2014  40  $ 2,479  $ 1,896  $ (3)  $ 117  $ 4,489
Earnings available to common
shareholder      374    9  383
Deferred cost of employee benefit plans        —    —
Total Comprehensive Income      374  —  9  383


Capital contributions from parent    82        82
Cash dividend declared      (192)    (5)  (197)


Balance at September 30, 2014  40  $ 2,561  $ 2,078  $ (3)  $ 121  $ 4,757
 


SCE&G had 50 million shares of common stock authorized as of September 30, 2015 and December 31, 2014. SCE&G had 20 million shares of
preferred stock authorized as of September 30, 2015 and December 31, 2014, of which 1,000 shares at a stated value of $100,000 were issued and outstanding
during all periods presented. All issued and outstanding shares of SCE&G's common and preferred stock are held by SCANA.


Reclassifications from AOCI into earnings of the amortization of deferred employee benefit costs were not significant for any period presented.


4. LONG-TERM DEBT AND LIQUIDITY
 
Long-term Debt


In May 2014, SCE&G issued $300 million of 4.5% first mortgage bonds due June 1, 2064. Proceeds from this sale were used to repay short-term debt
primarily incurred as a result of SCE&G’s construction program, to finance capital expenditures, and for general corporate purposes.


In May 2015, SCE&G issued $500 million of 5.1% first mortgage bonds due June 1, 2065. Proceeds from this sale were used to repay short-term debt
primarily incurred as a result of SCE&G’s construction program, to finance capital expenditures, and for general corporate purposes.


Substantially all electric utility plant is pledged as collateral in connection with long-term debt.
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Liquidity
 


SCE&G (including Fuel Company) had available the following committed LOC, and had outstanding the following LOC advances, commercial
paper, and LOC-supported letter of credit obligations:


Millions of dollars  
September 30, 


2015  
December 31, 


2014
Lines of credit:  


 


 
Total committed long-term  $ 1,400  $ 1,400
Outstanding commercial paper (270 or fewer days)  $ 234  $ 709


Weighted average interest rate  0.44%  0.52%
Letters of credit supported by LOC  $ 0.3  $ 0.3
Available  $ 1,166  $ 691


 
SCE&G and Fuel Company are parties to five-year credit agreements in the amount of $1.2 billion (of which $500 million relates to Fuel Company),


which expire in October 2019. In addition, SCE&G is a party to a three-year credit agreement in the amount of $200 million, which expires in October 2016.
These credit agreements are used for general corporate purposes, including liquidity support for each company’s commercial paper program and working
capital needs and, in the case of Fuel Company, to finance or refinance the purchase of nuclear fuel, certain fossil fuels, and emission and other environmental
allowances. These committed long-term facilities are revolving lines of credit under credit agreements with a syndicate of banks. Wells Fargo Bank, National
Association, Bank of America, N. A. and Morgan Stanley Bank, N.A. each provide 10.7% of the aggregate $1.4 billion credit facilities, JPMorgan Chase
Bank, N.A., Mizuho Corporate Bank, Ltd., TD Bank N.A., Credit Suisse AG, Cayman Islands Branch and UBS Loan Finance LLC each provide 8.9% and
Branch Banking and Trust Company, Union Bank, N.A. and U.S. Bank National Association each provide 6.3%.  Two other banks provide the remaining
support. Consolidated SCE&G pays fees to the banks as compensation for maintaining the committed lines of credit. Such fees were not material in any
period presented.


Consolidated SCE&G is obligated with respect to an aggregate of $67.8 million of industrial revenue bonds which are secured by letters of credit
issued by TD Bank N.A. These letters of credit expire, subject to renewal, in the fourth quarter of 2019.


Consolidated SCE&G participates in a utility money pool with SCANA and certain other subsidiaries of SCANA. Money pool borrowings and
investments bear interest at short-term market rates. Consolidated SCE&G’s interest income and expense from money pool transactions were not significant
for any period presented. At September 30, 2015, Consolidated SCE&G had outstanding money pool borrowings due to an affiliate of $41.2 million. At
December 31, 2014, Consolidated SCE&G had outstanding money pool borrowings due to an affiliate of $83.0 million and money pool investments due
from an affiliate of $80.0 million.


5. INCOME TAXES
 


Between 2013 and 2015, in addition to filing current year tax returns, SCANA amended certain of its tax returns. These returns claimed certain tax-
defined research and development deductions and credits. In connection with these filings, Consolidated SCE&G recorded an unrecognized tax benefit of
$18 million. If recognized, $14 million of the tax benefit would affect Consolidated SCE&G’s effective tax rate. It is reasonably possible that this tax benefit
will increase by an additional $2 million within the next 12 months. It is also reasonably possible that this tax benefit may decrease by $8 million. within the
next 12 months. No other material changes in the status of Consolidated SCE&G’s tax positions have occurred through September 30, 2015.


                Consolidated SCE&G recognizes interest accrued related to unrecognized tax benefits within interest expense and recognizes tax penalties within
other expenses.  Consolidated SCE&G has not recorded any interest expense or penalties associated with these positions.


6. DERIVATIVE FINANCIAL INSTRUMENTS
 


Consolidated SCE&G recognizes all derivative instruments as either assets or liabilities in the statement of financial position and measures those
instruments at fair value.  Consolidated SCE&G recognizes changes in the fair value of derivative instruments either in earnings or within regulatory assets or
regulatory liabilities, depending upon the intended use of the derivative and the resulting designation. 


Policies and procedures and risk limits are established to control the level of market, credit, liquidity and operational and administrative risks
assumed by Consolidated SCE&G.  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 for SCANA and each
of its subsidiaries, including Consolidated SCE&G.  The Risk Management Committee, which is comprised of certain officers, including Consolidated
SCE&G’s Risk Management Officer and senior officers, apprises the Audit Committee of the Board of Directors with regard to the management of risk and
brings to their attention significant areas of concern.  Written policies define the physical and financial transactions that are approved, as well as the
authorization requirements and limits for transactions.


 
Interest Rate Swaps
 


Consolidated SCE&G synthetically converts variable rate debt to fixed rate debt using swaps that are designated as cash flow hedges. Periodic
payments to or receipts from swap counterparties related to these derivatives are recorded within interest expense.


 
In anticipation of the issuance of debt, Consolidated SCE&G may use treasury rate locks or forward starting swap agreements. Pursuant to regulatory


orders, interest rate derivatives entered into by SCE&G after October 2013 are not designated as cash flow hedges, and all related fair value changes and
settlement amounts are recorded as regulatory assets or liabilities. Interest rate derivatives entered into by SCE&G before October 2013, and all such
derivatives entered into by GENCO, were designated as cash flow hedges, and for such instruments only the effective portion of fair value changes and
settlement amounts are recorded in regulatory assets or regulatory liabilities. Upon settlement, losses on swaps are amortized over the lives of related debt
issuances, and gains are applied to under-collected fuel, are amortized to interest expense or are applied as otherwise directed by the SCPSC.
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Cash payments made or received upon termination of these financial instruments are classified as investing activities for cash flow statement
purposes.


Quantitative Disclosures Related to Derivatives
 


GENCO was party to an interest rate swap designated as a cash flow hedge with a notional amount of $36.4 million at September 30, 2015 and $36.4
million at December 31, 2014. SCE&G was party to interest rate swaps not designated as cash flow hedges with an aggregate notional amount of $1.2 billion
at September 30, 2015 and $1.1 billion at December 31, 2014, respectively.


The fair value of interest rate derivatives was as follows:


Fair Values of Derivative Instruments   
 


   Fair Value
Millions of dollars  Balance Sheet Location  Asset   Liability
As of September 30, 2015     
Designated as hedging instruments  


 


   
 


Interest rate contracts  Derivative financial instruments    $ 1
  Other deferred credits and other liabilities    10
Total      $ 11


        


Not designated as hedging instruments      
Interest rate contracts


 
Derivative financial instruments


 —   $ 107
  Other deferred debits and other assets  $ 6    
  Other deferred credits and other liabilities  —   60
Total    $ 6   $ 167


        


As of December 31, 2014     
Designated as hedging instruments     


Interest rate contracts
 


Derivative financial instruments
   $ 1


  Other deferred credits and other liabilities     8
Total     $ 9


        


Not designated as hedging instruments      
Interest rate contracts  Derivative financial instruments    $ 207


  Other deferred credits and other liabilities    17
Total      $ 224


     
The effect of derivative instruments on the condensed consolidated statement of income is as follows:


Derivatives in Cash Flow Hedging Relationships


 
 


Loss Deferred in Regulatory Accounts
   Loss Reclassified from Deferred


Accounts into Income    
  (Effective Portion)    (Effective Portion)
Millions of dollars  2015  2014  Location  2015  2014
Three Months Ended September 30,         
Interest rate contracts  $ (3)  $ (1)  Interest expense  $ (1)  $ (1)
Nine Months Ended September 30,         
Interest rate contracts  $ (3)  $ (5)  Interest expense  $ (2)  $ (2)


As of September 30, 2015, Consolidated SCE&G expects that during the next 12 months reclassifications from regulatory accounts to earnings
arising from cash flow hedges designated as hedging instruments will include approximately $2.3 million as an increase to interest expense, assuming
financial markets remain at their current levels.


Hedge Ineffectiveness


Ineffectiveness on interest rate hedges designated as cash flow hedges was insignificant during all periods presented.


Derivatives not designated as Hedging Instruments


  Loss Deferred in Regulatory Accounts    
Gain Reclassified from Deferred


Accounts into Income
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Millions of dollars  2015  2014  Location  2015  2014
Three Months Ended September 30,         
Interest rate contracts  $ (116)  $ (35)  Other income  —  $ 5
Nine Months Ended September 30,         
Interest rate contracts  $ (79)  $ (220)  Other income  $ 5  $ 60


As of September 30, 2015, Consolidated SCE&G expects that during the next 12 months reclassifications from regulatory accounts to earnings
arising from derivatives not designated as hedges will include $0.6 million as an increase to interest expense.


Credit Risk Considerations
 


Consolidated SCE&G limits credit risk in its derivatives activities by assessing the creditworthiness of potential counterparties before entering into
transactions with them and continuing to evaluate their creditworthiness on an ongoing basis. In this regard, Consolidated SCE&G uses credit ratings
provided by credit rating agencies and current market-based qualitative and quantitative data as well as financial statements, to assess the financial health of
counterparties. Consolidated SCE&G uses standardized master agreements which may include collateral requirements. These master agreements permit the
netting of cash flows associated with a single counterparty. Cash, letters of credit and parental/affiliate guarantees may be obtained as security from
counterparties in order to mitigate credit risk. The collateral agreements permit the secured party to demand the posting of cash or letters of credit in the event
an exposure exceeds the established threshold. The threshold represents an unsecured credit limit which may be supported by a parental/affiliate guaranty, as
determined in accordance with Consolidated SCE&G's credit policies and due diligence. In addition, collateral agreements allow for the termination and
liquidation of all positions in the event of a failure or inability to post collateral.


Certain of Consolidated SCE&G’s derivative instruments contain contingent provisions that may require Consolidated SCE&G to provide collateral
upon the occurrence of specific events, primarily credit downgrades.  As of September 30, 2015 and December 31, 2014, Consolidated SCE&G had posted
$108.9 million and $107.1 million, respectively, of collateral related to derivatives with contingent provisions that were in a net liability position.  Collateral
related to the positions expected to close in the next 12 months are recorded in Other Current Assets on the condensed consolidated balance sheets.
Collateral related to noncurrent positions is recorded in Other within Deferred Debits and Other Assets on the condensed consolidated balance sheets. If all of
the contingent features underlying these instruments had been fully triggered as of September 30, 2015 and December 31, 2014, Consolidated SCE&G could
have been required to post an additional $65.8 million and $125.9 million, respectively, of collateral with its counterparties.  The aggregate fair value of all
derivative instruments with contingent provisions that are in a net liability position as of September 30, 2015 and December 31, 2014 is $174.7 million and
$233.0 million, respectively.


In addition, as of September 30, 2015 and December 31, 2014, Consolidated SCE&G has collected no cash collateral related to interest rate
derivatives with contingent provisions that are in a net asset position. If all the contingent features underlying these instruments had been fully triggered as
of September 30, 2015 and December 31, 2014, Consolidated SCE&G could request $2.8 million and $- million, respectively, of cash collateral from its
counterparties. The aggregate fair value of all derivative instruments with contingent provisions that are in a net asset position as of September 30, 2015 and
December 31, 2014 is $2.8 million and $- million, respectively.


Information related to Consolidated SCE&G's derivative assets follows:


 


Gross Amounts of
Recognized Assets


 Gross Amounts
Offset in the
Statement of


Financial Position


 Net Amounts
Presented in the


Statement of Financial
Position


 
Gross Amounts Not Offset in the
Statement of Financial Position  


Net AmountMillions of dollars    
Financial


Instruments  


Cash
Collateral
Received  


As of September 30, 2015            
Interest rate contracts $ 6  —  $ 6  $ (3)  —  $ 3
            


Balance Sheet Location Other deferred debits and other assets  $ 6       


As of December 31, 2014, Consolidated SCE&G had no derivative assets.


Information related to Consolidated SCE&G's derivative liabilities follows:


 
Gross Amounts of


Recognized
Liabilities


 Gross Amounts
Offset in the
Statement of


Financial Position


 Net Amounts
Presented in the


Statement of
Financial Position


 
Gross Amounts Not Offset in the
Statement of Financial Position  


Net AmountMillions of dollars    
Financial


Instruments  


Cash
Collateral


Posted  
As of September 30, 2015            
Interest rate contracts $ 178  —  $ 178  $ (3)  $ (109)  $ 66
            


Balance Sheet Location Derivative financial instruments  $ 108       
 Other deferred credits and other liabilities  70       
 Total    $ 178       


As of December 31, 2014            
Interest rate contracts $ 233  —  $ 233  —  $ (107)  $ 126
            


Balance Sheet Location Derivative financial instruments  $ 208       
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 Other deferred credits and other liabilities  25       
 Total  $ 233       


7. FAIR VALUE MEASUREMENTS, INCLUDING DERIVATIVES
 


Consolidated SCE&G’s interest rate swap agreements are valued using discounted cash flow models with independently sourced data.  Fair value
Level 2 measurements were as follows:


Millions of dollars   September 30, 2015  December 31, 2014
Assets - Interest rate contracts  $ 6  —
Liabilities - Interest rate contracts  178  $ 233


There were no Level 1 or Level 3 fair value measurements for either period presented, and there were no transfers of fair value amounts into or out of
Levels 1, 2 or 3 during the periods presented.
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Financial instruments for which the carrying amount may not equal estimated fair value were as follows:


 


 September 30, 2015  December 31, 2014


Millions of dollars  
Carrying
Amount  


Estimated
Fair


Value  
Carrying
Amount  


Estimated
Fair


Value
Long-term debt  $ 4,801.0  $ 5,277.6  $ 4,308.6  $ 5,070.9


Fair values of long-term debt instruments are based on net present value calculations using independently sourced market data that incorporate a
developed discount rate using similarly rated long-term debt, along with benchmark interest rates.  As such, the aggregate fair values presented above are
considered to be Level 2.  Early settlement of long-term debt may not be possible or may not be considered prudent.
 


Carrying values of short-term borrowings approximate fair value, and are based on quoted prices from dealers in the commercial paper market. The
resulting fair value is considered to be Level 2.


8. EMPLOYEE BENEFIT PLANS
  


Consolidated SCE&G participates in SCANA’s noncontributory defined benefit pension plan, which covers the majority of all regular, full-time
employees, and also participates in SCANA’s unfunded postretirement health care and life insurance programs, which provide benefits to retired
employees.  Components of net periodic benefit cost recorded by Consolidated SCE&G were as follows:


 Pension Benefits  Other Postretirement Benefits
Millions of dollars  2015  2014  2015  2014
Three months ended September 30,     
Service cost  $ 5.3  $ 4.0  $ 1.0  $ 0.7
Interest cost  8.1  8.4  2.2  2.3
Expected return on assets  (13.0)  (13.9)  —  —
Prior service cost amortization  0.8  0.9  0.1  —
Amortization of actuarial losses (gains)  2.7  0.8  0.3  (0.2)
Net periodic benefit cost  $ 3.9  $ 0.2  $ 3.6  $ 2.8


Nine months ended September 30,         
Service cost  $ 14.5  $ 12.0  $ 3.2  $ 2.7
Interest cost  24.1  25.6  6.8  7.1
Expected return on assets  (39.1)  (42.2)  —  —
Prior service cost amortization  2.5  2.6  0.2  0.2
Amortization of actuarial losses  8.6  3.0  1.2  —
Net periodic benefit cost  $ 10.6  $ 1.0  $ 11.4  $ 10.0


No significant contribution to the pension trust is expected for the foreseeable future, nor is a limitation on benefit payments expected to apply.
SCE&G recovers current pension costs through either a rate rider that may be adjusted annually for retail electric operations or through cost of service rates
for gas operations.


9. COMMITMENTS AND CONTINGENCIES


 Nuclear Insurance


Under Price-Anderson, SCE&G (for itself and on behalf of Santee Cooper, a one-third owner of Summer Station Unit 1) maintains agreements of
indemnity with the NRC that, together with private insurance, cover third-party liability arising from any nuclear incident occurring at SCE&G's nuclear
power plant. Price-Anderson provides funds up to $12.9 billion for public liability claims that could arise from a single nuclear incident. Each nuclear plant
is insured against this liability to a maximum of $375 million by ANI with the remaining coverage provided by a mandatory program of deferred premiums
that could be assessed, after a nuclear incident, against all owners of commercial nuclear reactors. Each reactor licensee is currently liable for up to $127.3
million per reactor owned for each nuclear incident occurring at any reactor in the United States,
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provided that not more than $18.9 million of the liability per reactor would be assessed per year.  SCE&G’s maximum assessment, based on its two-thirds
ownership of Summer Station Unit 1, would be $84.8 million per incident, but not more than $12.6 million per year. Both the maximum assessment per
reactor and the maximum yearly assessment are adjusted for inflation at least every five years.


 
SCE&G currently maintains insurance policies (for itself and on behalf of Santee Cooper) with NEIL.  The policies provide coverage to Summer


Station Unit 1 for property damage and outage costs up to $2.75 billion resulting from an event of nuclear origin. In addition, a builder's risk insurance policy
has been purchased from NEIL for the construction of the New Units. This policy provides the owners of the New Units up to $500 million in limits of
accidental property damage occurring during construction. The NEIL policies, in the aggregate, are subject to a maximum loss of $2.75 billion for any single
loss occurrence. All of the NEIL policies permit retrospective assessments under certain conditions to cover insurer’s losses.  Based on the current annual
premium, SCE&G’s portion of the retrospective premium assessment would not exceed $45.9 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 Unit 1 exceed the policy limits of insurance, or to the extent such insurance becomes unavailable in the future, and to the
extent that SCE&G's 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 likely would have a material impact on Consolidated SCE&G’s
results of operations, cash flows and financial position.


New Nuclear Construction


In 2008, SCE&G, on behalf of itself and as agent for Santee Cooper, contracted with the Consortium for the design and construction of the New
Units at the site of Summer Station.  


SCE&G's current ownership share in the New Units is 55%. As discussed below, under an agreement signed in January 2014 (and subject to
customary closing conditions, including necessary regulatory approvals), SCE&G has agreed to acquire an additional 5% ownership in the New Units from
Santee Cooper.


EPC Contract and BLRA Matters


The construction of the New Units and SCE&G’s related recovery of financing costs through rates is subject to review and approval by the SCPSC as
provided for in the BLRA. Under the BLRA, the SCPSC has approved, among other things, a milestone schedule and a capital costs estimates schedule for the
New Units. This approval constitutes a final and binding determination that the New Units are used and useful for utility purposes, and that the capital costs
associated with the New Units are prudent utility costs and expenses and are properly included in rates, so long as the New Units are constructed or are being
constructed within the parameters of the approved milestone schedule, including specified schedule contingencies, and the approved capital costs estimates
schedule. Subject to the same conditions, the BLRA provides that SCE&G may apply to the SCPSC annually for an order to recover through revised rates
SCE&G’s weighted average cost of capital applied to all or part of the outstanding balance of construction work in progress concerning the New Units. Such
annual rate changes are described in Note 2. As of September 30, 2015, SCE&G’s investment in the New Units, including related transmission, totaled $3.3
billion, for which the financing costs on $2.4 billion have been reflected in rates under the BLRA.


The SCPSC granted initial approval of the construction schedule and related forecasted capital costs in 2009. The NRC issued COLs in March 2012.
In November 2012, the SCPSC approved an updated milestone schedule and additional updated capital costs for the New Units. In addition, the SCPSC
approved revised substantial completion dates for the New Units based on that March 2012 issuance of the COL and the amounts agreed upon by SCE&G
and the Consortium in July 2012 to resolve known claims by the Consortium for costs related to COL delays, design modifications of the shield building and
certain prefabricated structural modules for the New Units and unanticipated rock conditions at the site. In October 2014, the South Carolina Supreme Court
affirmed the SCPSC's order on appeal.


Since the settlement of delay-related claims in 2012, the Consortium has continued to experience delays in the schedule, including those related to
fabrication and delivery of sub-modules for the New Units. The fabrication and delivery of sub-modules have been and remain focus areas of the Consortium.
Shield building panels are considered critical path items for both New Units, and the current schedule for production of such panels will require mitigation to
support the updated substantial completion dates (see below).


During the fourth quarter of 2013, the Consortium began a full re-baselining of the Unit 2 and Unit 3 construction schedules to incorporate a more
detailed evaluation of the engineering and procurement activities necessary to accomplish the
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schedules and to provide a detailed reassessment of the impact of the revised Unit 2 and Unit 3 schedules on engineering and design resource allocations,
procurement, construction work crew efficiencies, and other items. The result was a revised, fully integrated project schedule with timing of specific
construction activities (Revised, Fully-Integrated Construction Schedule) along with related cost information.


The Revised, Fully-Integrated Construction Schedule indicated that the substantial completion of Unit 2 was expected to occur in mid-June 2019
and that the substantial completion of Unit 3 was expected to be approximately 12 months later. The Consortium continues to refine and update the Revised,
Fully-Integrated Construction Schedule as designs are finalized, as construction progresses, and as additional information is received.


In September 2015, the SCPSC approved an updated BLRA milestone schedule based on revised substantial completion dates for Units 2 and 3 of
June 2019 and June 2020, respectively, each subject to an 18-month contingency period. In addition, the SCPSC approved certain updated owner's costs
($245 million) and other capital costs ($453 million), of which $539 million were associated with the schedule delays and other contested costs. SCE&G's
total projected capital costs (in 2007 dollars) and gross construction cost estimates (including escalation and AFC) were estimated to be $5.2 billion and $6.8
billion, respectively. These projections included cost amounts related to the Revised, Fully-Integrated Construction Schedule for which SCE&G had not
accepted responsibility and which were the subject of dispute. As such, these updated milestone schedule and projections did not reflect the resolution of
negotiations. In addition, the SCPSC approved a revision to the allowed return on equity for new nuclear construction from 11.00% to 10.50%. This revised
return on equity will be applied prospectively for the purpose of calculating revised rates sought by SCE&G under the BLRA on and after January 1, 2016,
until such time as the New Units are completed.


On October 27, 2015, SCE&G, Santee Cooper and the Consortium reached a settlement regarding the above mentioned disputes, and the EPC
Contract was amended. The October 2015 Amendment will become effective upon the consummation of the acquisition by WEC of the stock of Stone &
Webster from CB&I, and will become null and void in the event such acquisition is not consummated by March 31, 2016. Following that acquisition, Stone
& Webster will continue to be a member of the Consortium as a subsidiary of WEC rather than CB&I, and WEC intends to engage Fluor Corporation or its
affiliate(s) as a subcontracted construction manager.


Among other things, upon effectiveness, the October 2015 Amendment would (i) resolve by settlement and release substantially all outstanding
disputes between SCE&G and the Consortium, in exchange for (a) an additional cost to be paid by SCE&G and Santee Cooper of $300 million (SCE&G’s
55% portion being $165 million) and an increase in the fixed component of the contract price by that amount, and (b) a credit to SCE&G and Santee Cooper
of $50 million (SCE&G’s 55% portion being approximately $27 million) to be applied to the target component of the contract price, (ii) revise the
guaranteed substantial completion dates of Units 2 and 3 to August 31, 2019 and 2020, respectively, (iii) revise the delay-related liquidated damages
computation requirements, including those related to the eligibility of the New Units to earn Internal Revenue Code Section 45J production tax credits (see
also below), and cap those aggregate liquidated damages at $463 million per New Unit (SCE&G’s 55% portion being approximately $255 million per New
Unit), (iv) provide for payment to the Consortium of a completion bonus of $275 million per New Unit (SCE&G’s 55% portion being approximately $151
million per New Unit) for each New Unit placed in service by the deadline to qualify for production tax credits, (v) provide for the development of a revised
construction milestone payment schedule, with SCE&G and Santee Cooper making monthly payments of $100 million (SCE&G’s 55% portion being $55
million) for each of the first five months following effectiveness, followed by payments made based on milestones achieved, and (vi) provide that SCE&G
and Santee Cooper waive and cancel the CB&I parent company guaranty with respect to the project. The payment obligations under the EPC Contract are
joint and several obligations of WEC and Stone & Webster, and the October 2015 Amendment provides for Toshiba Corporation, WEC’s parent company, to
reaffirm its guaranty of WEC’s payment obligations. Under the October 2015 Amendment, SCE&G’s total estimated project costs will increase by
approximately $286 million over the $6.8 billion approved by the SCPSC in September 2015, and will bring its total estimated gross construction cost of the
project (including escalation and AFC) to approximately $7.1 billion.


In addition to the above, upon effectiveness, the October 2015 Amendment would provide for an explicit definition of a Change in Law designed to
reduce the likelihood of certain future commercial disputes. As part of this, the Consortium would also acknowledge and agree that the project scope includes
providing New Units that meet the standards of the NRC approved Design Control Document Revision 19. The October 2015 Amendment would also
establish a dispute resolution board process for certain commercial claims and disputes, including any dispute that might arise with respect to the
development of the revised construction milestone payment schedule referred to above. The EPC Contract would also be revised to eliminate the requirement
or ability to bring suit before substantial completion of the project.
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Finally, upon effectiveness, the October 2015 Amendment would provide SCE&G and Santee Cooper an irrevocable option, until November 1, 2016
and subject to regulatory approvals, to further amend the EPC Contract to fix the total amount to be paid to the Consortium for its entire scope of work on the
project (excluding a limited amount of work within the time and materials component of the contract price) after June 30, 2015 at $6.082 billion (SCE&G’s
55% portion being approximately $3.345 billion). This total amount to be paid would be subject to adjustment for amounts paid since June 30, 2015. Were
this fixed price option to be exercised, the aggregate delay-related liquidated damages amount referred to in (iii) above would be capped at $338 million per
unit (SCE&G’s 55% portion being approximately $186 million per unit), and the completion bonus amounts referred to in (iv) above would be $150 million
per New Unit (SCE&G’s 55% portion being approximately $83 million per New Unit). The exercise of this fixed price option would result in SCE&G’s total
estimated project costs increasing by approximately $774 million over the $6.8 billion approved by the SCPSC in September 2015, and would bring its total
estimated gross construction cost (including escalation and AFC) of the project to approximately $7.6 billion.


Resolution of the disputes as described in (i) above, or in the case of the exercise of the fixed price option, would result in estimated project costs
above the amounts approved by the SCPSC; however, the guaranteed substantial completion dates fall within the SCPSC approved 18-month contingency
periods. SCE&G expects to hold an allowable ex parte communication briefing with the SCPSC on November 19, 2015 and, following an evaluation as to
whether to exercise the fixed price option, expects to file a petition, as provided under the BLRA, for an update to the project’s estimated capital cost
schedule which would incorporate the impact of this October 2015 Amendment.


Additional claims by the Consortium or SCE&G involving the project schedule and budget may arise as the project continues. The parties to the
EPC Contract have established both informal and formal dispute resolution procedures in order to resolve such issues. SCE&G expects to resolve all disputes
through both the informal and formal procedures and anticipates that any costs that arise through such dispute resolution processes (including those reflected
in the October 2015 Amendment described above), as well as other costs identified from time to time, will be recoverable through rates.


Santee Cooper Matters


As noted above, SCE&G has agreed to acquire an additional 5% ownership in the New Units from Santee Cooper. Under the terms of this agreement,
SCE&G will acquire a 1% ownership interest in the New Units at the commercial operation date of Unit 2, an additional 2% ownership interest no later than
the first anniversary of such commercial operation date, and the final 2% no later than the second anniversary of such commercial operation date. SCE&G has
agreed to pay an amount equal to Santee Cooper's actual cost, including its cost of financing, of the percentage conveyed as of the date of each conveyance.
In addition, the agreement provides that Santee Cooper will not transfer any of its remaining interest in the New Units to third parties until the New Units are
complete. This transaction will not affect the payment obligations between the parties during construction for the New Units, nor is it anticipated that the
payments for the additional ownership interest would be reflected in a revised rates filing under the BLRA. Based on the current milestone schedule and
capital costs schedule approved by the SCPSC in September 2015 and without considering the October 2015 Amendment discussed above, SCE&G’s
estimated cost would be approximately $750 million for the additional 5% interest being acquired from Santee Cooper.


Nuclear Production Tax Credits


The IRS has notified SCE&G that, subject to a national megawatt capacity limitation, the electricity to be produced by each of the New Units
(advanced nuclear units, as defined) would qualify for nuclear production tax credits under Section 45J of the Internal Revenue Code to the extent that such
New Unit is operational before January 1, 2021 and other eligibility requirements are met. These nuclear production tax credits (related to SCE&G's 55%
share of both New Units) could total as much as approximately $1.4 billion. Such credits would be earned over the first eight years of each New Unit's
operations and would be realized by SCE&G over those years or during allowable carry-forward periods. Based on the guaranteed substantial completion
dates provided above, both New Units are expected to be operational and to qualify for the nuclear production tax credits; however, further delays in the
schedule or changes in tax law could impact such conclusions. When and to the extent that production tax credits are realized, their benefits are expected to
be provided directly to SCE&G's electric customers.


Other Project Matters


When the NRC issued the COLs for the New Units, two of the conditions that it imposed were requiring inspection and testing of certain components
of the New Units' passive cooling system, and requiring the development of strategies to respond to extreme natural events resulting in the loss of power at
the New Units. In addition, the NRC directed the Office of New Reactors to issue to SCE&G an order requiring enhanced, reliable spent fuel pool
instrumentation. SCE&G prepared and submitted an integrated response plan for the New Units to the NRC in August 2013. That plan is currently under
review by the
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NRC and SCE&G does not anticipate any additional regulatory actions as a result of that review, but it cannot predict future regulatory activities or how such
initiatives would impact construction or operation of the New Units.


Environmental
 


Consolidated SCE&G's operations are subject to extensive regulation by various federal and state authorities in the areas of air quality, water
quality, control of toxic substances and hazardous and solid wastes. Applicable statutes and rules include the CAA, CWA, Nuclear Waste Act and CERCLA,
among others. In many cases, regulations proposed by such authorities could have a significant impact on Consolidated SCE&G's financial condition, results
of operations and cash flows. In addition, Consolidated SCE&G often cannot predict what conditions or requirements will be imposed by regulatory or
legislative proposals. To the extent that compliance with environmental regulations or legislation results in capital expenditures or operating costs,
Consolidated SCE&G expects to recover such expenditures and costs through existing ratemaking provisions.


From a regulatory perspective, 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 emission
allowance programs with respect to coal plant emissions and also have constructed additional pollution control equipment at several larger coal-fired electric
generating plants. Further, SCE&G is engaged in construction activities of the New Units which are expected to reduce GHG emission levels significantly
once they are completed and dispatched by potentially displacing some of the current coal-fired generation sources. These actions are expected to address
many of the rules and regulations discussed herein.


On August 3, 2015, the EPA issued a revised carbon standard for new power plants by re-proposing NSPS under the CAA for emissions of carbon
dioxide from newly constructed fossil fuel-fired units. The final rule requires all new coal-fired power plants to meet a carbon emission rate of 1,400 pounds
carbon dioxide per MWh and new natural gas units to meet 1,000 pounds carbon dioxide per MWh. While most new natural gas plants will not be required to
include any new technologies, no new coal-fired plants could be constructed without partial carbon capture and sequestration capabilities. SCE&G and
GENCO are evaluating the final rule, but do not plan to construct new coal-fired units in the foreseeable future. In addition, on August 3, 2015, the EPA
issued its final rule on emission guidelines for states to follow in developing plans to address GHG emissions from existing units. The rule includes state-
specific goals for reducing national carbon dioxide emissions by 32% from 2005 levels by 2030. The rule also provides for nuclear reactors under
construction, such as the New Units, to count towards compliance and establishes a phased-in compliance approach beginning in 2022. Consolidated
SCE&G is currently evaluating the rule and expects any costs incurred to comply with such rule to be recoverable through rates.


In July 2011, the EPA issued the CSAPR to reduce emissions of sulfur dioxide and nitrogen oxide from power plants in the eastern half of the United
States. A series of court actions stayed this rule until October 23, 2014, when the Court of Appeals granted a motion to lift the stay. On December 3, 2014, the
EPA published an interim final rule that aligns the dates in the CSAPR text with the revised court-ordered schedule, thus delaying the implementation dates
to 2015 for Phase 1 and to 2017 for Phase 2. The CSAPR replaces the CAIR and requires a total of 28 states to reduce annual sulfur dioxide emissions and
annual or ozone season nitrogen oxide emissions to assist in attaining the ozone and fine particle NAAQS. The rule establishes an emissions cap for sulfur
dioxide and nitrogen oxide and limits the trading for emission allowances by separating affected states into two groups with no trading between the groups.
On July 28, 2015, the Court of Appeals held that Phase 2 emissions budgets for certain states, including South Carolina, required reductions in emissions
beyond the point necessary to achieve downwind attainment and were, therefore, invalid. The Court of Appeals remanded CSAPR, without vacating the rule,
to the EPA for further consideration. The opinion of the Court of Appeals has no immediate impact on SCE&G and GENCO or their generation operations.
Air quality control installations that SCE&G and GENCO have already completed have positioned them to comply with the existing allowances set by the
CSAPR. Any cost incurred to comply with CSAPR are expected to be recoverable through rates.


In April 2012, the EPA's MATS rule containing new standards for mercury and other specified air pollutants became effective.  The rule provides up
to four years for generating facilities to meet the standards, and SCE&G and GENCO's evaluation of the rule is ongoing. SCE&G's decision to retire certain
coal-fired units (see Note 2) and its project to build the New Units along with other actions are expected to result in SCE&G's compliance with MATS.


On November 19, 2014, the EPA finalized its reconsideration of certain provisions applicable during startup and shutdown of generating facilities.
SCE&G and GENCO have received a one year extension (until April 2016) to comply with MATS at Cope, McMeekin, Wateree and Williams Stations. These
extensions will allow time to convert McMeekin Station to burn natural gas and to install additional pollution control devices at the other plants that will
enhance the control of certain MATS-regulated pollutants. On June 29, 2015, the U.S. Supreme Court ruled that the EPA unreasonably failed to consider
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costs in its decision to regulate, and remanded a case challenging the regulation on that basis to the Court of Appeals. The ruling, however, is not expected to
have an impact on SCE&G or GENCO due to the aforementioned retirements and conversions.


The CWA provides for the imposition of effluent limitations that require treatment for wastewater discharges. Under the CWA, compliance with
applicable limitations is achieved under state-issued NPDES permits. As a facility’s NPDES permit is renewed (every five years), any new effluent limitations
would be incorporated. The ELG Rule becomes effective on January 4, 2016. After this date, state regulators will modify facility NPDES permits to match
more restrictive standards, thus requiring facilities to retrofit with new wastewater treatment technologies. Compliance dates will vary by type of wastewater,
and some will be based on a facility's five year permit cycle and thus may range from 2018 to 2023. Consolidated SCE&G expects that wastewater treatment
technology retrofits will be required at Williams and Wateree Stations and may be required at other facilities. Any costs incurred to comply with the ELG
Rule are expected to be recoverable through rates.


The CWA Section 316(b) Existing Facilities Rule became effective in October 2014. This rule establishes national requirements for the location,
design, construction and capacity of cooling water intake structures at existing facilities that reflect the best technology available for minimizing the adverse
environmental impacts of impingement and entrainment. SCE&G and GENCO are conducting studies and implementing plans to ensure compliance with this
rule. In addition, Congress is expected to consider further amendments to the CWA. Such legislation may include toxicity-based standards as well as
limitations to mixing zones.


On April 17, 2015, the EPA's final rule for CCR was published in the Federal Register and became effective in the fourth quarter of 2015. This rule
regulates CCR as a non-hazardous waste under Subtitle D of the Resource Conservation and Recovery Act and imposes certain requirements on ash storage
ponds and other CCR management facilities at SCE&G's and GENCO's coal-fired generating facilities. Although the full effects of this rule are still being
evaluated, SCE&G and GENCO have already closed or have begun the process of closure of all of their ash storage ponds and have previously recognized
AROs for such ash storage ponds under existing requirements. Consolidated SCE&G does not expect the incremental compliance costs associated with this
rule to be significant and expects to recover such costs in future rates.


 
The Nuclear Waste Act required that the United States government accept and permanently dispose of high-level radioactive waste and spent


nuclear fuel by January 31, 1998, and it also imposed on utilities the primary responsibility for storage of their spent nuclear fuel until the repository is
available. SCE&G entered into a Standard Contract for Disposal of Spent Nuclear Fuel and/or High-Level Radioactive Waste with the DOE in 1983. As of
September 30, 2015, the federal government has not accepted any spent fuel from Summer Station Unit 1, and it remains unclear when the repository may
become available. SCE&G has on-site spent nuclear fuel storage capability in its existing fuel pool until at least 2017 and is constructing a dry cask storage
facility to accommodate the spent nuclear fuel output for the life of Summer Station Unit 1. SCE&G may evaluate other technology as it becomes available.


 
The provisions of CERCLA authorize the EPA to require the clean-up of hazardous waste sites. The state of South Carolina has similar laws. SCE&G


maintains an environmental assessment program to identify and evaluate current and former operations sites that could require clean-up. In addition,
regulators from the EPA and other federal or state agencies periodically notify SCE&G that it may be required to perform or participate in the investigation
and remediation of a hazardous waste site. 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 may differ
significantly from the original estimates. Amounts estimated and accrued to date for site assessments and clean-up relate solely to regulated operations. Such
amounts are recorded in regulatory assets and amortized, with recovery provided through rates.


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 DHEC and the EPA.  SCE&G anticipates that major remediation
activities at all these sites will continue at least through 2017 and will cost an additional $19.0 million, which is accrued in Other within Deferred Credits and
Other Liabilities on the condensed consolidated balance sheet.  SCE&G expects to recover any cost arising from the remediation of MGP sites through
rates.  At September 30, 2015, deferred amounts, net of amounts previously recovered through rates and insurance settlements, totaled $34.7 million and are
included in regulatory assets.


Asset Retirement Obligations


Consolidated SCE&G recognizes a liability for the present value of an ARO when incurred if the liability can be reasonably estimated. Uncertainty
about the timing or method of settlement of a conditional ARO is factored into the
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measurement of the liability when sufficient information exists, but such uncertainty is not a basis upon which to avoid liability recognition.
 
The legal obligations associated with the retirement of long-lived tangible assets that result from their acquisition, construction, development and


normal operation relate primarily to Consolidated SCE&G’s utility operations.  As of September 30, 2015 and December 31, 2014, Consolidated SCE&G has
recorded AROs of approximately $174 million and $201 million, respectively, for nuclear plant decommissioning and AROs of approximately $286 million
and $335 million, respectively, for other conditional obligations primarily related to generation, transmission and distribution properties, including gas
pipelines. All of the amounts recorded are based upon estimates which are subject to varying degrees of imprecision, particularly since such payments will be
made many years in the future.


A reconciliation of the beginning and ending carrying amount of asset retirement obligations is as follows:


Millions of dollars  
September 30,


2015  December 31, 2014


Beginning balance  $ 536  $ 547
Liabilities incurred  —  3
Liabilities settled  (15)  (6)
Accretion expense  18  25
Revisions in estimated cash flows  (79)  (33)
Ending balance  $ 460  $ 536


Revisions in estimated cash flows during 2015 primarily relate to changes in the expected timing of settlement of AROs in light of changes in the
estimated useful lives of certain electric utility properties identified as part of a customary depreciation study.


10. AFFILIATED TRANSACTIONS
 


CGT transports natural gas to SCE&G to serve retail gas customers and certain electric generation requirements.  Prior to January 31, 2015, CGT was
a wholly-owned subsidiary of SCANA, and SCE&G's transactions with CGT prior to January 31, 2015 were affiliated transactions. SCE&G's affiliated
purchases from CGT totaled approximately $6.9 million for the three months ended September 30, 2014, and $3.4 million and $21.6 million for the nine
months ended September 30, 2015 and 2014, respectively.  SCE&G's affiliated payables to CGT for transportation services were $3.3 million at December 31,
2014, and SCE&G's affiliated receivables from CGT related to such transportation services were $1.2 million at December 31, 2014.


 
SCE&G purchases natural gas and related pipeline capacity from SEMI to serve its retail gas customers and certain electric generation requirements. 


Such purchases totaled approximately $34.0 million and $46.8 million for the three months ended September 30, 2015 and 2014, respectively, and $101.4
million and $154.1 million for the nine months ended September 30, 2015 and 2014, respectively.  SCE&G’s payables to SEMI for such purchases were $9.6
million at September 30, 2015 and $12.6 million at December 31, 2014.


 
SCE&G owns 40% of Canadys Refined Coal, LLC, which is involved in the manufacturing and sale of refined coal to reduce emissions. SCE&G


accounts for this investment using the equity method.  SCE&G’s total purchases from this affiliate were $66.3 million and $82.4 million for the three months
ended September 30, 2015 and 2014, respectively, and $186.0 million and $191.9 million for the nine months ended September 30, 2015 and 2014,
respectively.  SCE&G’s total sales to this affiliate were $65.9 million and $82.0 million for the three months ended September 30, 2015 and 2014,
respectively, and $185.1 million and $190.9 million for the nine months ended September 30, 2015 and 2014, respectively. SCE&G’s receivable from this
affiliate was $21.6 million at September 30, 2015 and $27.8 million at December 31, 2014.  SCE&G’s payable to this affiliate was $21.8 million at September
30, 2015 and $27.9 million at December 31, 2014.


SCANA Services provides the following services to Consolidated SCE&G, which are rendered at direct or allocated cost: information systems
services, telecommunications services, customer services, marketing and sales, human resources, corporate compliance, purchasing, financial services, risk
management, public affairs, legal services, investor relations, gas supply and capacity management, strategic planning, general administrative services, and
retirement benefits. In addition, SCANA Services processes and pays invoices for Consolidated SCE&G and is reimbursed. Costs for these services were $80.8
million and $65.0 million for the three months ended September 30, 2015 and 2014, respectively, and $226.0 million and
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$211.4 million for the nine months ended September 30, 2015 and 2014, respectively. Consolidated SCE&G's payables to SCANA Services for these services
were $37.2 million at September 30, 2015 and $47.3 million at December 31, 2014.


Money pool borrowings from an affiliate are described in Note 4.


11. SEGMENT OF BUSINESS INFORMATION
 


Consolidated SCE&G’s reportable segments are listed in the following table.  Consolidated SCE&G uses operating income to measure profitability
for its regulated operations.  Therefore, earnings available to common shareholder are not allocated to the Electric Operations and Gas Distribution segments. 
Intersegment revenues were not significant.


Millions of dollars  External Revenue  Operating Income  
Earnings Available to Common


Shareholder
Three Months Ended September 30, 2015       
Electric Operations  $ 743  $ 313  n/a
Gas Distribution  63  (6)  n/a
Adjustments/Eliminations  —  —  $ 164
Consolidated Total  $ 806  $ 307  $ 164


Nine Months Ended September 30, 2015       
Electric Operations  $ 2,013  $ 728  n/a
Gas Distribution  275  35  n/a
Adjustments/Eliminations  —  —  $ 394
Consolidated Total  $ 2,288  $ 763  $ 394


Three Months Ended September 30, 2014       
Electric Operations  $ 740  $ 274  n/a
Gas Distribution  72  (2)  n/a
Adjustments/Eliminations  —  —  $ 154
Consolidated Total  $ 812  $ 272  $ 154


Nine Months Ended September 30, 2014       
Electric Operations  $ 2,032  $ 616  n/a
Gas Distribution  337  40  n/a
Adjustments/Eliminations  —  —  $ 374
Consolidated Total  $ 2,369  $ 656  $ 374


Segment Assets  September 30, 2015  December 31, 2014
Electric Operations  $ 10,531  $ 10,182
Gas Distribution  749  721
Adjustments/Eliminations  3,032  3,204
Consolidated Total  $ 14,312  $ 14,107
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
 


SOUTH CAROLINA ELECTRIC & GAS COMPANY
 


The following discussion should be read in conjunction with Management’s Discussion and Analysis of Financial Condition and Results of
Operations appearing in SCE&G’s Annual Report on Form 10-K for the year ended December 31, 2014. 


RESULTS OF OPERATIONS
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2015


AS COMPARED TO THE CORRESPONDING PERIODS IN 2014
 


Net Income
 


Net income for Consolidated SCE&G was as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Net income  $ 167.4  6.7%  $ 156.9  $ 404.6  5.8%  $ 382.5


Third Quarter and Year to Date


Net income increased primarily due to higher electric operations margin and lower depreciation expense, partially offset by lower gas distribution
margins, lower other income, higher operation and maintenance expense, higher property taxes, higher interest cost, and higher income taxes, as further
described below.


Dividends Declared
 


Consolidated SCE&G’s Boards of Directors declared the following dividends on common stock (all of which was held by SCANA) during 2015:


Declaration Date  Amount  Quarter Ended  Payment Date
February 20, 2015  $70.7 million  March 31, 2015  April 1, 2015
April 30, 2015  $69.7 million  June 30, 2015  July 1, 2015
July 30, 2015  $70.5 million  September 30, 2015  October 1, 2015
October 29, 2015  $74.5 million  December 31, 2015  January 1, 2016
 
Electric Operations 


Electric Operations is comprised of the electric operations of SCE&G, GENCO and Fuel Company.  Electric operations operating income (including
transactions with affiliates) was as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Operating revenues  $ 743.6  0.4 %  $ 740.4  $ 2,012.7  (1.0)%  $ 2,032.7
Less: Fuel used in generation  186.7  (12.5)%  213.3  524.8  (18.0)%  639.9
          Purchased power  14.0  6.9 %  13.1  38.3  (29.6)%  54.4


Margin  542.9  5.6 %  514.0  1,449.6  8.3 %  1,338.4
Other operation and maintenance expenses  129.4  8.3 %  119.5  376.6  3.0 %  365.7
Depreciation and amortization  52.6  (27.2)%  72.3  199.8  (7.6)%  216.2
Other taxes  48.1  1.5 %  47.4  144.9  3.0 %  140.7


Operating Income  $ 312.8  13.8 %  $ 274.8  $ 728.3  18.3 %  $ 615.8
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Third Quarter


Margin increased due to base rate increases under the BLRA of $19.8 million, weather of $10.7 million and residential and commercial customer
growth of $6.8 million. These increases were partially offset by lower industrial margins of $2.4 million. Margin also decreased due to downward adjustments
of $14.5 million in 2015, compared to $4.4 million in 2014, pursuant to orders of the SCPSC, related to fuel cost recovery and SCE&G’s DSM Programs.
These adjustments were fully offset by the recognition, within other income, of gains realized upon the late 2013 settlement of certain interest rate contracts
and lower depreciation expense upon the adoption and implementation of revised depreciation rates as a result of an updated depreciation study. Operations
and maintenance expenses increased due to higher labor costs of $7.4 million, primarily due to higher incentive compensation costs, incremental storm
expenses of $1.4 million and the amortization of $1.5 million of DSM Programs cost. Depreciation and amortization decreased by $21.7 million in 2015 due
to the implementation of the above mentioned revised depreciation rates, $14.5 million of which was offset by downward revenue adjustments. This decrease
in depreciation expense was partially offset by increases associated with net plant additions. Other taxes increased due to net plant additions.


Year to Date


Margin increased due to downward adjustments of $64.6 million in 2014, compared to downward adjustments of $19.7 million in 2015, pursuant to
orders of the SCPSC, related to fuel cost recovery and SCE&G’s DSM Programs. These adjustments were fully offset by the recognition, within other income,
of gains realized upon the late 2013 settlement of certain interest rate contracts, lower depreciation expense upon the adoption and implementation of revised
depreciation rates as a result of an updated depreciation study and the application, as a reduction to operation and maintenance expenses, of a portion of
SCE&G’s storm damage reserve. Margin also increased due to base rate increases under the BLRA of $51.3 million and residential and commercial customer
growth of $15.9 million. These increases were partially offset by lower industrial margins of $8.9 million and lower collections under SCE&G’s rate rider for
pension costs of $3.0 million. Operations and maintenance expenses increased due to higher labor costs of $2.6 million, primarily due to higher incentive
compensation costs, partially offset by lower pension costs as a result of lower rate rider collections, the application of $5.0 million in 2014 of SCE&G’s
storm damage reserve to offset downward revenue adjustments related to its DSM Programs and the amortization of $2.9 million of DSM Programs cost.
Depreciation and amortization decreased by $21.7 million in 2015 due to the implementation of the above mentioned revised depreciation rates, $14.5
million of which was offset by downward revenue adjustments. This decrease in depreciation expense was partially offset by increases associated with net
plant additions. Other taxes increased due to net plant additions.


Sales volumes (in GWh) related to the electric operations margin above, by class, were as follows:


  Third Quarter  Year to Date
Classification  2015  Change  2014  2015  Change  2014
Residential  2,426  4.8 %  2,315  6,425  0.9 %  6,370
Commercial  2,143  2.0 %  2,100  5,754  1.4 %  5,676
Industrial  1,660  (0.5)%  1,668  4,726  1.4 %  4,662
Other  165  (2.9)%  170  458  (0.2)%  459


Total Retail Sales  6,394  2.3 %  6,253  17,363  1.1 %  17,167
Wholesale  266  3.1 %  258  749  1.6 %  737


Total Sales  6,660  2.3 %  6,511  18,112  1.2 %  17,904


Third Quarter


Retail sales volume increased primarily due to customer growth and the effects of weather.


Year to Date


Retail sales volume increased primarily due to customer growth.
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Gas Distribution
 


Gas Distribution is comprised of the local distribution operations of SCE&G.  Gas distribution operating income (including transactions with
affiliates) was as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Operating revenues  $ 62.7  (12.7)%  $ 71.8  $ 274.8  (18.4)%  336.7
Less: Gas purchased for resale  36.7  (19.2)%  45.4  150.8  (28.2)%  210.1


Margin  26.0  (1.5)%  26.4  124.0  (2.1)%  126.6
Other operation and maintenance expenses  18.5  13.5 %  16.3  51.1  2.8 %  49.7
Depreciation and amortization  6.7  3.1 %  6.5  20.0  4.2 %  19.2
Other taxes  6.1  3.4 %  5.9  18.5  5.1 %  17.6


Operating Income (Loss)  $ (5.3)  130.4 %  $ (2.3)  $ 34.4  (14.2)%  $ 40.1


Third Quarter and Year to Date
 


Margin decreased primarily due to a SCPSC-approved decrease in base rates under the RSA which became effective in November 2014. Operation
and maintenance expenses increased due to higher labor costs, primarily due to higher incentive compensation costs. Depreciation and amortization and
other taxes increased due to net plant additions.


Sales volumes (in MMBTU) related to gas distribution margin by class, including transportation, were as follows: 


  Third Quarter  Year to Date
Classification (in thousands)  2015  Change  2014  2015  Change  2014
Residential  695  1.3 %  686  9,320  (9.2)%  10,266
Commercial  2,302  (2.3)%  2,355  9,513  (6.2)%  10,138
Industrial  4,468  — %  4,467  13,336  (2.5)%  13,681
Transportation  1,138  (0.6)%  1,145  3,486  15.9 %  3,009


Total  8,603  (0.6)%  8,653  35,655  (3.9)%  37,094


Third Quarter


Commercial  interruptible volumes decreased due to lower average use. Residential and commercial firm sales volumes increased due to customer
growth, partially offset by decreased average use. 


Year to Date


Residential and commercial firm sales volumes decreased due to the effects of weather and lower average use, partially offset by customer growth. 
Commercial and industrial interruptible volumes decreased due to curtailments and lower average use.  Transportation volumes increased due to customers
shifting to transportation only service.


Other Operating Expenses


Other operating expenses were as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Other operation and maintenance  $ 147.9  8.8 %  $ 135.9  $ 427.7  3.0 %  $ 415.3
Depreciation and amortization  59.3  (24.7)%  78.8  219.8  (7.0)%  236.4
Other taxes  54.2  1.7 %  53.3  163.4  3.3 %  158.2
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Third Quarter


Operations and maintenance expenses increased due to labor of $8.9 million, primarily due to higher incentive compensation costs, incremental
storm expenses of $1.4 million and due to the amortization of $1.5 million of DSM Programs cost. Depreciation and amortization decreased by $21.7 million
due to the above mentioned revised depreciation rates, $14.5 million of which is offset by downward revenue adjustments. This decrease in depreciation
expense was partially offset by increases associated with net plant additions. Other taxes increased due to net plant additions.


Year to Date


Operations and maintenance expenses increased due to labor of $4.2 million, primarily due to higher incentive compensation costs partially offset
by lower pension costs as a result of lower rate rider collections, the application of $5.0 million in 2014 of SCE&G’s storm damage reserve to offset
downward revenue adjustments related to its DSM Programs and due to the amortization of $2.9 million of DSM Programs cost. Depreciation and
amortization decreased by $21.7 million due to the above mentioned revised depreciation rates, $14.5 million of which is offset by downward revenue
adjustments. This decrease in depreciation expense was partially offset by increases associated with net plant additions. Other taxes increased due to net plant
additions.


Other Income (Expense)
 


Other income (expense) includes the results of certain incidental (non-utility) activities and 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.  Consolidated SCE&G includes an equity portion of AFC in nonoperating income and a debt portion of AFC in interest charges (credits), both of
which have the effect of increasing reported net income. Other income and expense and AFC were as follows:


  Third Quarter  Year to Date
Millions of dollars  2015  Change  2014  2015  Change  2014
Other income  $ 6.2  (32.6)%  $ 9.2  $ 24.0  (66.3)%  $ 71.3
Other expense  (6.7)  (2.9)%  (6.9)  (20.9)  11.8 %  (18.7)
AFC - equity funds


 7.4  (22.1)%  9.5  18.4  (17.1)%  22.2


Third Quarter


Other income decreased due primarily to the recognition of $4.4 million of gains in 2014 realized upon the settlement of certain interest rate
contracts previously recorded as regulatory liabilities pursuant to the SCPSC orders previously discussed. Such gain recognition was fully offset by
downward adjustments to revenues reflected within electric margin and had no effect on net income (see electric margin discussion). AFC decreased due to
lower AFC rates.


Year to Date


Other income decreased due primarily to the recognition of $59.6 million of gains in 2014, compared to $5.2 million in 2015, realized upon the
settlement of certain interest rate contracts previously recorded as regulatory liabilities pursuant to the SCPSC orders previously discussed. Such gain
recognition was fully offset by downward adjustments to revenues reflected within electric margin and had no effect on net income (see electric margin
discussion). AFC decreased due to lower AFC rates.


Interest Expense
 


Interest charges increased primarily due to increased borrowings.


Income Taxes
 


Income taxes for the three and nine months ended September 30, 2015 were higher than the same periods in 2014 primarily due to higher income
before taxes.
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LIQUIDITY AND CAPITAL RESOURCES
 


Consolidated SCE&G anticipates that its cash obligations will be met through internally generated funds, additional short- and long-term
borrowings, and equity contributions from its parent company.  Consolidated SCE&G expects that, barring a future impairment of the capital markets, it has
or can obtain adequate sources of financing to meet its projected cash requirements for the foreseeable future, including the cash requirements for nuclear
construction and refinancing maturing long-term debt.  Consolidated SCE&G’s ratio of earnings to fixed charges for the nine and 12 months ended
September 30, 2015 was 4.06 and 3.77, respectively.


SCE&G received approximately $196 million, net, in equity from its parent company during the six months ended September 30, 2015.


In May 2015, SCE&G issued $500 million of 5.1% first mortgage bonds due September 1, 2065. Proceeds from this sale were used to repay short-
term debt primarily incurred as a result of SCE&G’s construction program, to finance capital expenditures, and for general corporate purposes.


Consolidated SCE&G is obligated with respect to an aggregate of $67.8 million of industrial revenue bonds which are secured by letters of credit
issued by TD Bank N.A. These letters of credit expire, subject to renewal, in the fourth quarter of 2019.


At September 30, 2015, Consolidated SCE&G had net available liquidity of approximately $1.2 billion, comprised of cash on hand and available
amounts under lines of credit. The credit agreements total an aggregate of $1.4 billion, of which $200 million is scheduled to expire in October 2016 and the
remainder is scheduled to expire in October 2019. Consolidated SCE&G regularly monitors the commercial paper and short-term credit markets to optimize
the timing of repayment of outstanding balances on its draws, if any, from the credit facilities. Consolidated SCE&G’s long term debt portfolio has a
weighted average maturity of approximately 24 years at a weighted average effective interest rate of 5.8%. All of the long-term debt bears fixed interest rates
or is swapped to fixed. To further preserve liquidity, Consolidated SCE&G rigorously reviews its projected capital expenditures and operating costs and
adjusts them where possible without impacting safety, reliability, and core customer service.


SCE&G has obtained FERC authority to issue short-term indebtedness and to assume liabilities as a guarantor(pursuant to Section 204 of the Federal
Power Act). SCE&G may issue unsecured promissory notes, commercial paper and direct loans in amounts not to exceed $1.6 billion outstanding with
maturity dates of one year or less, and may enter into guaranty agreements in favor of lenders, banks, and dealers in commercial paper in amounts not to
exceed $600 million. GENCO has obtained FERC authority to issue short-term indebtedness not to exceed $200 million outstanding with maturity dates of
one year or less. The authority described herein will expire in October 2016.


SCE&G's current preliminary estimates of its capital expenditures for new nuclear construction (including transmission) for 2015 through 2017,
which are subject to continuing review and adjustment, are $752 million in 2015, $1,032 million in 2016, and $959 million in 2017.


For additional information, see Note 4 to the consolidated financial statements.


OTHER MATTERS
 


For information related to environmental matters, nuclear generation, and claims and litigation, see Note 9 to the condensed consolidated financial
statements.


ITEM 4. CONTROLS AND PROCEDURES
 


As of September 30, 2015, SCE&G conducted an evaluation under the supervision and with the participation of its management, including its CEO
and 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 September 30, 2015, SCE&G’s disclosure controls and procedures were
effective.  There has been no change in SCE&G’s internal control over financial reporting during the quarter ended September 30, 2015, that has materially
affected or is reasonably likely to materially affect SCE&G’s internal control over financial reporting.
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PART II.  OTHER INFORMATION


ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS


SCANA:
    
The following table provides information about purchases by or on behalf of SCANA or any affiliated purchaser (as defined in Rule 10b-18(a)(3)


under the Securities Exchange Act of 1934, as amended (Exchange Act)) of shares or other units of any class of SCANA's equity securities that are registered
pursuant to Section 12 of the Exchange Act:


Issuer Purchases of Equity Securities
  (a)  (b)  (c)  (d)


Period  
Total number of shares (or


units) purchased  
Average price paid
per share (or unit)  


Total number of shares (or
units) purchased as


part of publicly announced
plans or programs  


Maximum number (or
approximate dollar value)


of shares (or units) that may
yet be


purchased under the
plans or programs


July 1-31  303,960  $ 52.49  303,960   
August 1-31  84,191  $ 55.39  84,191   
September 1-30  88,042  $ 52.41  88,042   
Total  476,193   476,193  *


*On December 16, 2014 SCANA announced a program to convert from original issue to open market purchase of SCANA common stock for all
applicable compensation and dividend reinvestment plans once the sales of certain subsidiaries were completed. The sales of the subsidiaries were completed
in the first quarter of 2015. This program has no stated maximum number of shares that may be purchased and no stated expiration date.


ITEM 5.    OTHER INFORMATION


SCANA and SCE&G:    


SCANA and SCE&G post information from time to time regarding developments relating to SCE&G’s new nuclear project and other matters of
interest to investors on SCANA’s website at www.scana.com (which is not intended to be an active hyperlink; the information on SCANA’s website is not a
part of this report or any other report or document that SCANA or SCE&G files with or furnishes to the SEC).  On SCANA’s homepage, there is a yellow box
containing links to the Nuclear Development and Other Investor Information sections of the website.  The Nuclear Development section contains a yellow
box with a link to project news and updates. The Other Investor Information section of the website contains a link to recent investor related information that
cannot be found at other areas of the website.  Some of the information that will be posted from time to time, including the quarterly reports that SCE&G
submits to the SCPSC and the ORS in connection with the new nuclear project, may be deemed to be material information that has not otherwise become
public. Investors, media and other interested persons are encouraged to review this information and can sign up, under the Investor Relations Section of the
website, for an email alert when there is a new posting in the Nuclear Development and Other Investor Information yellow box.


ITEM 6.EXHIBITS
 


SCANA and SCE&G:
 
Exhibits filed or furnished with this Quarterly Report on Form 10-Q are listed in the following Exhibit Index.
 
As permitted under Item 601(b) (4) (iii) of Regulation S-K, instruments defining the rights of holders of long-term debt of less than 10 percent of the


total consolidated assets of SCANA, for itself and its subsidiaries, and of SCE&G, for itself and its consolidated affiliates, have been omitted and SCANA and
SCE&G agree to furnish a copy of such instruments to the SEC upon request.
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SIGNATURES
 


Pursuant to the requirements of the Securities Exchange Act of 1934, each of the registrants has duly caused this report to be signed on its behalf by
the undersigned thereunto duly authorized.  The signature of each registrant shall be deemed to relate only to matters having reference to such registrant and
any subsidiaries thereof.
 


SCANA CORPORATION
SOUTH CAROLINA ELECTRIC & GAS COMPANY


(Registrants)
 


By: /s/James E. Swan, IV
Date: November 6, 2015 James E. Swan, IV


Controller
(Principal accounting officer)
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EXHIBIT INDEX


Applicable to
Form 10-Q of


Exhibit No. SCANA SCE&G Description
3.01 X Restated Articles of Incorporation of SCANA, as adopted on April 26, 1989 (Filed as Exhibit 3-A to


Registration Statement No. 33-49145 and incorporated by reference herein)
3.02 X Articles of Amendment dated April 27, 1995 (Filed as Exhibit 4-B to Registration Statement No. 33-62421 and


incorporated by reference herein)
3.03 X Articles of Amendment effective April 25, 2011 (Filed as Exhibit 4.03 to Registration Statement No. 333-


174796 and incorporated by reference herein)
3.04


 


X Restated Articles of Incorporation of SCE&G, as adopted on December 30, 2009 (Filed as Exhibit 1 to Form 8-
A (File Number 000-53860) and incorporated by reference herein)


3.05 X By-Laws of SCANA as amended and restated as of February 19, 2009 (Filed as Exhibit 4.04 to Registration
Statement No. 333-174796 and incorporated by reference herein)


3.06
 


X By-Laws of SCE&G as revised and amended on February 22, 2001 (Filed as Exhibit 3.05 to Registration
Statement No. 333-65460 and incorporated by reference herein)


10.01 X
 


Form of Indemnification Agreement (Filed as Exhibit 10.01 to Form 10-Q for the period ended June 30, 2012
and incorporated by reference herein)


10.02 X
 


General Release and Severance Agreement between SCANA and George J. Bullwinkel, Jr. (Filed as Exhibit
10.02 to Form 10-Q for the quarter ended March 31, 2015 and incorporated by reference herein)


10.03 X
 


Independent Contractor Agreement between SCANA Services, Inc. and George J. Bullwinkel, Jr. (Filed as
Exhibit 10.03 to Form 10-Q for the quarter ended March 31, 2015 and incorporated by reference herein)


10.04 X
 


SCANA Long-Term Equity Compensation Plan effective February 19, 2015 (Filed as Exhibit 4.05 to
Registration Statement No. 333-204218 and incorporated as reference herein)


10.05 X X Amendment to EPC Contract dated October 27, 2015 (Filed herewith)
12.01 X X Statement Re Computation of Ratios (Filed herewith)
31.01 X Certification of Principal Executive Officer Required by Rule 13a-14 (Filed herewith)
31.02 X Certification of Principal Financial Officer Required by Rule 13a-14 (Filed herewith)
31.03


 


X Certification of Principal Executive Officer Required by Rule 13a-14 (Filed herewith)
31.04


 


X Certification of Principal Financial Officer Required by Rule 13a-14 (Filed herewith)
32.01 X Certification of Principal Executive Officer and Principal Financial Officer Pursuant to 18 U.S.C. Section 1350


(Furnished herewith)
32.02


 
X Certification of Principal Executive Officer and Principal Financial Officer Pursuant to 18 U.S.C. Section 1350


(Furnished herewith)
101. INS* X X XBRL Instance Document
101. SCH* X X XBRL Taxonomy Extension Schema
101. CAL* X X XBRL Taxonomy Extension Calculation Linkbase
101. DEF* X X XBRL Taxonomy Extension Definition Linkbase
101. LAB* X X XBRL Taxonomy Extension Label Linkbase
101. PRE* X X XBRL Taxonomy Extension Presentation Linkbase
 
*   Pursuant to Rule 406T of Regulation S-T, this interactive data file is deemed not filed or part of a registration statement or prospectus for purposes of
Sections 11 or 12 of the Securities Act of 1933, is deemed not filed for purposes of Section 18 of the Securities Exchange Act of 1934, and otherwise is not
subject to liability under these sections.
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Exhibit 10.05
AGREEMENT


AMENDMENT TO THE ENGINEERING, PROCUREMENT AND CONSTRUCTION AGREEMENT BETWEEN SOUTH
CAROLINA ELECTRIC & GAS COMPANY, FOR ITSELF AND AS AGENT FOR THE SOUTH CAROLINA PUBLIC
SERVICE AUTHORITY AND A CONSORTIUM CONSISTING OF WESTINGHOUSE ELECTRIC COMPANY LLC AND
STONE & WEBSTER, INC., FOR AP1000® NUCLEAR POWER PLANTS


THIS AMENDMENT (“October 2015 Amendment”) to the Engineering, Procurement and Construction Agreement dated May 23,
2008 ("EPC Agreement") for the AP1000 Power Plants at the Virgil C. Summer Nuclear Generating Station (“Project”) is entered into
this 27th day of October 2015, by and between South Carolina Electric & Gas Company (“SCE&G”), for itself and as agent for the
South Carolina Public Service Authority (“SCPSA”) (collectively “Owner”) and a consortium consisting of Westinghouse Electric
Company LLC (“Westinghouse”) and CB&I Stone & Webster, Inc. (“Stone & Webster”) (collectively “Contractor”). Owner and
Contractor may be referred to individually as a “Party” and collectively as the “Parties.”


WHEREAS, Westinghouse has represented to Owner that it intends to acquire the
stock of Stone & Webster from Chicago Bridge & Iron (“CB&I”) (the “Transaction”); that CB&I will have no further involvement in
the Project except for certain supply agreements; and that Westinghouse intends to hire Fluor Corporation (“Fluor”) or its affiliate(s) as
a subcontracted construction manager;


In consideration of the mutual promises herein and other good and valuable consideration, the receipt and sufficiency of which
the Parties acknowledge, the Parties, intending to be legally bound, stipulate and agree as follows:


1. The Parties agree that this October 2015 Amendment will be a binding obligation between Owner and Westinghouse upon the
approval of the boards of directors of both Owners and the authorization of the board of SCPSA for its management to execute the
necessary documentation and the execution of those documents, which shall become effective upon the consummation of the
Transaction (“Effective Time”), and in the event the Transaction is not consummated by March 31, 2016, this October 2015
Amendment shall be null and void in all respects. Westinghouse shall cause its wholly owned subsidiary, Stone & Webster, to execute
this October 2015 Amendment.


2.  Contractor hereby grants Owner until November 1, 2016 (“Option Deadline”), the irrevocable option to exercise an agreement,
subject to regulatory approvals, to amend the EPC Agreement by revising the Contract Price and other specific aspects of the EPC
Agreement, as stated in the amendment that is attached as Exhibit D (“Option Amendment”). Contemporaneously with the execution
of this October 2015 Amendment, Contractor will execute the Option Amendment. Thereafter, Owner may, in its sole discretion,
implement the Option Amendment by executing it at any time on or before the Option Deadline. The Option Amendment will not take
effect unless and until Owner executes the Option Amendment, before
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the Option Deadline, and all conditions precedent to effectiveness stated in the Option Amendment are satisfied or waived by Owner.


3.  Owner agrees to pay Contractor the total sum of $300,000,000 (current year U.S. Dollars) and increase the Fixed Price
Contract Price by said amount. Further, Contractor agrees to provide Owner with a credit to the Target Price in the amount of
$50,000,000 (current year U.S. Dollars). The net $250,000,000 will be paid in twelve equal monthly installments beginning five days
after the Effective Time. In exchange, Owner and Contractor agree to a full resolution by settlement and release of any and all disputes
outstanding under the EPC Agreement or otherwise concerning the Project as of the Effective Time, including the following:


a. Contractor claims for additional payments for any of the items on Exhibit A, as well as claims for additional payment
for cyber security and the site layout phase 2 Change Order (Change Order 26).
b. Contractor claims for amounts referenced in letters no. VSP _ VSG_003111, VSP _ VSG_003115, VSP _ VSG_
3145, VSP _ VSG_3502 and VSP _ VSG_3522, which totaled approximately $83,518,046 as of August 21, 2015, as set forth
on Exhibit B.
c. Contractor claims for amounts in other cases in which the entitlement is in dispute, which totaled approximately
$29,729,785 as of August 31, 2015, as set forth on Exhibit B.
d. Contractor claims for amounts in dispute due to billings that have been held because a Change Order has not been
executed, which totaled approximately $5,565,845 as of August 31, 2015, as set forth on Exhibit B.
e. Contractor claims for all amounts in dispute in cases in which only the timing is disputed, which totaled approximately
$110,190,504 as of August 31, 2015, as set forth on Exhibit B.
f. Contractor claims for the balance of 10% withheld by Owner in connection with certain invoices for which the Owner
has only paid 90% because the Owner disputed the invoice
g. Owner claims for refunds in connection with invoiced amounts for which Owner has paid 90% of the invoiced amount
and for which Owner had previously intended to seek a refund.
h. Owner claims arising out of the employee fuel expense audit and procurement irregularities.


Subparagraphs a through h do not provide an exhaustive list of all claims, disputes, and amounts that are satisfied by this October 2015
Amendment, it being the Parties’ intent that all disputes outstanding under the EPC Agreement or concerning the Project as of the
Effective Time are settled and resolved. By way of further clarifications, under this October 2015 Amendment, the Parties waive and
settle any and all claims currently pending or threatened by either Party against the other Party and of any and all claims currently
known or reasonably foreseeable by either Party against the other Party. Whether or not the Option Amendment becomes effective, all
pending Change Orders, and formal and informal notices of potential Change Orders, including but not limited to those arising from
Uncontrollable Circumstances and Changes in Law, are
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hereby settled and resolved. Each Party represents and warrants to the other Party that it is not aware of the basis for any other claim
against the other, including but not limited to those arising from Uncontrollable Circumstances and Changes in Law, and that it is not
aware of any facts or circumstances that could be expected to give rise to a claim, the sole exceptions being those claims addressed in
paragraph 4. For the avoidance of doubt, in the event that the Option Amendment becomes effective, the $300,000,000 payment and
the $50,000,000 credit to the Target Price set forth in this paragraph 3 will be part of (and not in addition to) the total Fixed Price
amount of $6.082 billion set forth in the Option Amendment.


The Parties shall execute a mutual release effectuating the provisions of this paragraph 3.


4. Notwithstanding the foregoing, the Parties have identified on Exhibit C to this Amendment all work items that they contend are
required or contemplated for the Project but that are not included within the release contained in paragraph 3. Said work items are not
resolved, settled or released under this October 2015 Amendment. The Parties shall cooperate in good faith to resolve all such work
items expeditiously so as to not impact the Project. In the event a work item cannot be resolved, it shall be submitted to the Dispute
Resolution Board as referenced in paragraphs 13 and 16. Similarly, with respect to the cyber security item listed in Exhibit A, the
Parties shall cooperate in good faith to resolve all issues relating to scope expeditiously. Contractor acknowledges its obligation to
commence and continue work in compliance with current NRC regulations on cyber security, pending issuance of a Change Order, so
as not to impact the Project schedule, and its obligation to complete the Cyber Security work within the GSCDs stated in paragraph 6In
the event a scope item cannot be resolved, it shall be submitted to the Dispute Resolution Board as referenced in paragraphs 13 and 16.
Except for the items on Exhibit C and the Time and Material Work set forth in paragraph 2 of the Option Agreement, the cyber
security item listed in Exhibit A and without waiving its rights concerning unknown Changes under Article 9 of the EPC Agreement,
Contractor is not aware of any additions to the Scope of Work that will be required for the Project to reach Substantial Completion.


5. The Contractor acknowledges and agrees that its Scope of Work includes providing Owner with a Facility that meets the
standards of DCD Rev. 19.


6. The Guaranteed Substantial Completion Dates (“GSCDs”) are revised, as follows: August 31, 2019 for Unit 2 and August 31,
2020 for Unit 3. The Standard Equipment Warranty Period(s) and the Services Warranty Period(s) shall commence upon Substantial
Completion of each Unit at no additional cost to Owner. To the extent a Change under Article 9 of the EPC Agreement adversely
affects Contractor’s ability to achieve Substantial Completion as provided in this paragraph 6, Contractor shall be entitled to equitable
adjustment of the EPC Agreement as appropriate.


7. Section 13.1 of the EPC Agreement is revised to state that Delay Liquidated Damages for each Unit will commence on the
applicable GSCDs stated in paragraph7, and will be computed as follows:


a.     For the first thirty (30) days following the GSCD: $200,000/day; and
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b.     For the next thirty-one (31) to ninety (90) days: $300,000/day; and
c.         For the next ninety-one (91) to one hundred fifty (150) days: $ 400,000/day; and
d. For the next one hundred fifty-one (151) to seven hundred thirty (730) days: $500,000/day; and
e.     Seven hundred thirty-one (731) days or beyond: $0/day.


8. The Parties agree to share the loss if either or both Units do not qualify for production tax credits under Federal law. If a Unit is
not “placed in service,” as that term is used in Section 45J of the Internal Revenue Code, before January 1, 2021, Contractor agrees to
reimburse Owner by February 1, 2021, the sum of $250 million per Unit, expressed as a one-time lump sum payment. For purposes of
this paragraph, the January 1, 2021 date can only be extended for the following reasons (i) material actions or omissions of Owner that
cause a Unit not to qualify for tax credits; or (ii) extension of the tax credit date by the U.S. government. If Contractor becomes aware
of any actions or omissions of Owner that Contractor believes may cause a Unit not to qualify for tax credits, Contractor shall provide
Owner with reasonable notice of such actions or omissions.


9. The maximum amount paid by Contractor to Owner under paragraphs 7 and 8 above will be limited to $338 million per Unit, if
the Option Amendment becomes effective. In the event the Option Amendment does not become effective, the maximum amount paid
by Contractor to Owner under paragraphs 7 and 8 above will be limited to $463 million per Unit.


10. Owner will pay Contractor an early completion bonus consisting of $150,000,000 per Unit for each Unit that is “placed in
service,” as that term is used in Section 45J of the Internal Revenue Code, in advance of January 1, 2021, if the Option Amendment
becomes effective. In the event the Option Amendment does not become effective, Owner will pay Contractor an early completion
bonus consisting of $275,000,000 per Unit for each Unit that is “placed in service,” as that term is used in Section 45J of the Internal
Revenue Code, in advance of January 1, 2021. For purposes of this paragraph, the January 1, 2021 date can only be extended for the
following reasons (i) material actions or omissions of Owner that cause a Unit not to qualify for tax credits; or (ii) extension of the tax
credit date by the U.S. government. If Contractor become aware of any actions or omissions of Owner that Contractor believes may
cause a Unit not to qualify for tax credits, Contractor shall provide Owner with reasonable notice of such actions or omissions.


11. The Parties agree that no new Inspection, Tests, Analyses and Acceptance Criteria (“ITAACs”) have been issued or proposed
as of the Effective Time that would affect the GCSDs or entitle the Contractor to a Change Order.


12. The Parties shall cooperate in good faith to develop a new milestone payment schedule (“Construction Milestone Payment
Schedule”) to include all unpaid or overpaid amounts. While such good faith efforts are ongoing, Owner agrees to make payments to
Contractor in the amount of $100,000,000 per month for the first five (5) months following the Effective Time. Said payments shall be
in lieu of all payments for Fixed Price, Firm Price, Target Price and Time and Material Work. Once developed, Contractor agrees that
Owner is to make such payments to Contractor according to the Construction Milestone Payment Schedule, instead of the existing
Payment Schedules. If the Parties fail to agree to a Construction Milestone Payment Schedule by the date that is six months from the
Effective Time, the matter shall be referred to the Dispute
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Resolution Board (“DRB”) process for resolution. Unless otherwise agreed by the Parties, the DRB shall issue its report on the
Construction Milestone Payment Schedule within sixty (60) days. For the 60 day period during which the DRB is reviewing the
Construction Milestone Payment Schedule, Owner shall pay the sum of $100,000,000 per month in lieu of all other payments, and
such payments will be treated in the same manner as the payments referenced in paragraph 3.


Contractor will continue to invoice Owner according to previous procedures (i.e. Contractor will provide parallel invoices for Target,
T&M, and Firm and Fixed Price categories) to enable calculation of the amount by which the payments described in paragraphs 3 and
12 exceed what would otherwise be due Contractor. After these advance payments cease, the excess or deficit portion of such advance
payments shall be adjusted against future invoices submitted by Contractor to Owner under the EPC Agreement, at the Owner’s sole
discretion. Actual payments will be trued up to parallel invoices in months 6, 12 or when the Option Amendment becomes effective.


In the event that the Option Amendment is exercised and takes effect, the actual payments made under paragraphs 3 and 12 will be
deducted from the amount referenced in section 1 of the Option Amendment. If the Option Amendment does not take effect, billing
procedures for Target and T&M Work scopes will revert back to the EPC Agreement terms, as amended, incorporating the adjusted
terms in paragraph 3 above, and Firm Price and Fixed Price scopes will continue to be billed based on the Construction Milestone
Payment Schedule. For the avoidance of doubt, the cash flows of the Construction Milestone Payment Schedule will be reduced to
reflect the lower amounts remaining in the Fixed Price and Firm Price categories as defined in Exhibit H of the EPC Agreement.


13. Within ten (10) days of establishing the Construction Milestone Payment Schedule, Owner shall advance a deposit of seventy-
five million dollars ($75,000,000) with the Contractor.


a. After the deposit is made, Owners will not be obligated to pay to Contractor the disputed portion of any invoiced
amounts submitted by Contractor to Owners.


b. The Parties shall revise the dispute resolution procedures in Article 27 of the EPC Agreement to eliminate the
requirement or ability to institute litigation during the course of the Project absent a suspension or termination of the
EPC Agreement.


c. The Parties shall establish a DRB process for the interim, non-final resolution of disputes, as described more fully in
paragraph 16 below and Exhibit E.


d. Owner agrees to make payment to Contractor within thirty (30) days of any award entered in favor of Contractor by the
DRB.


e. At Project completion, the deposit amount of $75,000,000 shall be credited against Owner’s final milestone payment
owed Contractor.


14. The definition of “Change in Law” in the EPC Agreement is modified so that a Change in Law occurs only in case of (a) the
formal written adoption by a Government Authority of a new statute, regulation, requirement or code that did not exist as of the date of
the October 2015 Amendment; or (b) where the NRC is the involved Government Authority, the NRC’s official issuance or
promulgation, after the date of the October 2015 Amendment, of a final and official
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version of Regulatory Guides (NUREGs), Branch Technical Positions, Standard Review Plans, Interim Staff Guidance, Bulletins,
Orders, or written directives, in which NRC acknowledges a new regulatory requirement or a change to an existing requirement that
did not apply before the date of the October 2015 Amendment. Where Contractor cannot demonstrate a Change in Law under this
paragraph, Contractor shall also be precluded from claiming that the purported Change in Law is an Uncontrollable Circumstance.


15. The Parties agree to participate in meetings with the Nuclear Regulatory Commission ("NRC") and develop strategies in an
effort to alleviate issues that have arisen due to the NRC's inspections at the Project, while still affording the NRC the ability to conduct
appropriate inspections. Owner cannot agree in advance to adopt the Contractor’s position on every issue, but Owner will work with
Contractor in good faith. In the event the Option becomes effective, Owner shall have no obligation to pay Contractor for regulatory
support associated with License Amendment Requests or ITAACs, except those that arise due to a Change. In the event the Option
Amendment does not become effective, such matters shall be submitted to the DRB process established pursuant to this October 2015
Amendment. For the period of time between the Effective Time and the Option Deadline, the Parties agree to suspend the DRB
process for matters relating to regulatory support associated with License Amendment Requests and ITAACs. In the event the Option
Amendment does not become effective, the suspended DRB matters will be administered. If the Option becomes effective, those
matters suspended by the preceding sentence shall be deemed to be included in the Fixed Price.


16. Consistent with paragraph 13 above, Article 27 of the EPC Agreement is revised to eliminate the requirement or ability to
bring suit during the course of the Project. The Parties agree to empanel a DRB for the interim, non-final resolution of disputes in
accordance with the Dispute Resolution Agreement that is attached as Exhibit E.


17. Owner hereby waives and cancels the Chicago Bridge & Iron Parent Company Guaranty. Owner agrees that Contractor shall
be relieved of any obligation to furnish a parent company guaranty on behalf of S&W under the EPC Agreement. Owner and CB&I
shall execute a mutual release of all claims relating to the EPC Agreement, the Project, the S&W Parent Guarantee and the CB&I
Guarantee.


18. The Parties agree to hold a face-to-face meeting among Owner, Westinghouse, the President and Chief Executive Officer of
Power Systems Company, and Mr. Shiga Shigenori, the Representative Executive Officer and Corporate Senior Executive Vice
President of Toshiba Corporation (or his successor) to allow Owner to describe its concerns with the Project to date and to discuss
Toshiba's commitment to completing the Project and to the terms of this Agreement. In addition, at Owner’s option, Toshiba, Owner,
Contractor, and Fluor will hold quarterly meetings to discuss Project progress.


19. Contractor's profit on any future Change Orders under the EPC Agreement shall be capped at 7 ¾%.


20. The Parties agree that Article 13.3 is deleted from the EPC Agreement.
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21. The provisions of Section 8.6(d) of the EPC Agreement are revised to provide that SCE&G or Santee Cooper shall not be
required to furnish Contractor with an irrevocable, standby letter of credit, provided the Credit Rating of SCE&G or Santee Cooper, as
applicable, remains at or above investment grade (Standard and Poor’s BBB-; Moody’s Baa3). If the Credit Rating of SCE&G or
Santee Cooper falls below investment grade, Contractor may request the letter of credit, and SCE&G or Santee Cooper must furnish
the letter of credit at no expense to Contractor.


22. The Parties agree to cooperate with respect to the involvement of Owner’s Project consultant and/or Owner’s Engineer with
the work scheduled to be done by Owner’s consultant.


a. Contractor shall carefully consider all matters raised by the consultant, however the consultant shall have no authority to
direct the Work of Contactor.


b. Contractor agrees to provide the consultant with access to relevant documents reasonably requested by the consultant,
provided such documents are necessary for the consultant to complete its work for Owners.


c. For relevant documents provided under subparagraph (b) above, Contractor may provide confidential and proprietary
documents in redacted form, including redaction of any pricing information. Contractor will provide unredacted
documents to the consultant, provided Contractor determines in its reasonable discretion that it is given suitable
protections from Owners and/or the consultant against misuse or further disclosure of such documents.


23. Contractor acknowledges Owner’s right to discuss any and all operational and project execution issues with the Vogtle
owners. Owner is not permitted to disclose to the Vogtle owners information relating to any disputes, commercial issues or the terms
and conditions of this agreement and any related documents or agreements.


24. All capitalized terms in this October 2015 Amendment, except for those defined in this October 2015 Amendment, shall have
the meanings given to them in the EPC Agreement.


25. All provisions of the EPC Agreement not modified, expressly or by necessary implication, remain in full force and effect. All
Exhibit references are to this October 2015 Amendment.


26. While the Parties acknowledge the existence of various confidentiality agreements between themselves, they also recognize
that certain disclosures must be made to satisfy various securities laws and for regulatory purposes. Each Party is free to make such
disclosures as it deems prudent, but the disclosing Party must provide a copy of any intended written disclosure to the other Parties
before such disclosure is made.


27. Upon execution of this October 2015 Amendment, Contractor will provide written details of its relationship and structure with
Fluor, including a scope of work description, sufficient to allow the Owner to understand the roles and responsibilities of Fluor on the
Project. In the event of a material change in the relationship, structure, or scope, Contractor will provide details of the
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change. In the event the Option Amendment does not become effective, Contractor shall submit construction related billings consistent
with the existing provisions of the EPC Agreement.


28. To the extent not prohibited by its existing contracts, Contractor agrees to afford Owner and Owner’s consultant access to its
facilities and those of its suppliers and subcontractors at any tier, for the purpose of completing Owner’s consultant’s assessment and
monitoring of the Project and the Project Schedule.


29. In the form of Exhibit F, Contractors will provide written consent of Toshiba Corporation to this October 2015 Agreement,
affirming that the corporate guaranty of Toshiba remains in place, notwithstanding this October 2015 Agreement. This signed exhibit
must be provided to Owner’s prior to the Effective Time.


[Balance of Page Intentionally Blank]
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IN WITNESS WHEREOF, the Parties have duly executed this October 2015 Amendment to the EPC Agreement as of the date first
above written, with Toshiba Corporation, as the parent corporation of Westinghouse, indicating its express consent hereto.


SOUTH CAROLINA ELECTRIC & GAS
COMPANY, for itself and as agent for South
Carolina Public Service Authority


By: /s/Kevin B. Marsh
Name: Kevin B. Marsh
Title: Chairman & CEO


WESTINGHOUSE ELECTRIC COMPANY LLC STONE & WEBSTER, INC.
By: /s/Danny Roderick By:  


Name: Danny Roderick Name:  


Title: President & Chief Executive Officer Title:  
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Exhibit A
    
Count Issue Issue Description Deliverable


29 CAS and PRS Support


Primarily due to delayed design completion, the simulators delivered by the Consortium (intended to be PRSs) to the Owner do not have
the functionality to support being certified by the Nuclear Regulatory Commission. As a result, the Owner has had to pursue the CAS
alternative due primarily to repeated delays in ISV testing by the Consortium, which have most recently impacted the completion of ISV
testing in time to support the Owner NRC exams that had been scheduled to occur in May
2015. This issue puts at risk the Owner’s ability to train and certify operators in time to support Units 2 and 3 fuel loads.


(1) At no additional cost to Owner, Westinghouse to provide a Commission Approved
Simulator to include: All fixes as identified to support a successful CAS implementation (fixes
delivered, support to install, and fixes to fixes as necessary); End state deliverable is a simulator
ready and capable of conducting license operator exams


(2) If CAS is unsuccessful, at no additional cost to Owner, WEC to provide: All ISV/HEDs
(Priority 1 and 2 ) fixed and included in a baseline 7+ simulator capable of closing the ISV
ITAAC by June 2017; The HFE/ISV ITAAC should be closed such that we can answer the
question in the NRC Inspection Procedure IP41502 for PRS “Is the ISV ITAAC closed?” Yes;
The simulator must be delivered to site by June 2017; Success will be measured by successful
completion of Inspection Procedure 41502 by NRC Region II resulting in us having a PRS


(3) If CAS is successful, at no additional cost to Owner, Westinghouse to provide: All
ISV/HEDs (Priority 1 and 2 ) fixed and included in a baseline 8 simulator capable of closing the
ISV ITAAC by Mar 2018; The HFE/ISV ITAAC should be closed such that we can answer the
question in the NRC Inspection Procedure IP41502 for PRS “Is the ISV ITAAC closed?” Yes;
The simulator must be delivered to site by March 2018; Success will be measured by successful
completion of Inspection Procedure 41502 by NRC Region II resulting in us having a PRS.


(4) Commercially, CAS, CAS fixes and BL7+ ITAAC closure (if necessary) is all part of
completion of ISV and delivery of a BL7 simulator and as such is already a paid for deliverable.
As part of that, the BL8 Fuel Load baseline should be considered the deliverable for CO #19.


30


Design Basis Assessments (5
included in the scope)


Licensing and Regulatory compliance reviews of high risk portions of the AP1000 design is to uncover License and Regulatory
noncompliance issues prior to Construction to preclude delays to Project completion similar to those encountered during construction of
the Nuclear Island basemat in 2012. The results of these reviews have uncovered License noncompliance issues including Tier 1 and Tier
2* issues and successfully mitigated them through a Licensing or design change without adverse impact to the Project schedules. It is
likely that these items would not have been uncovered prior to Construction without the undertaking of these reviews. It is also likely that,
if these items were uncovered after Construction had commenced, work delays of multiple months would have been experienced while the
issues were resolved. Westinghouse contends that the AP1000 design is consistent with all requirements of the Licensing Basis and that
assessments are unnecessary.


Westinghouse has charged the Owners for support necessary to perform the assessments citing that no assessments were necessary. SCE&G
believes that the value of the assessments to the Projects and to Westinghouse have been demonstrated. In addition to the benefits of
reduced schedule and regulatory risk mentioned above, Westinghouse receives the benefit of independent assessment of key areas of the
AP1000s unique design.


SCE&G requests that Westinghouse move forward with assessments (five additional assessments
are desired) and cover their internal costs such that each Party participating in the review is
responsible for its own cost. In this manner, each Party shares in the costs and benefits through
reduced Project schedule risk and reduced regulatory risk.


31
WEC home office and site
licensing efforts


For Contractor initiated Design Changes, processing Contractor’s desired changes to the design and licensing basis is resource intensive.
The Contractor has initiated and processed thousands of DCPs and hundreds of LCPs. Changes are made at the request of the Contractor
for convenience or in order to address challenges within the Contractor’s original design that was purchased by the Owner under the EPC
Agreement. The Owner has incurred considerable cost to process Contractor’s desired changes to the VCS 2/3 licensing basis. Such
changes are made for the Contractor’s convenience. The EPC did not account for the changes to the licensing basis requested by the
Contractor. The EPC was based on Owner purchase of a design from the Contractor and the Owner has incurred costs to allocate resources
and obtain additional contract assistance in order to support Contractor requested changes. In addition, Contractor has requested
reimbursement of expenses for implementing changes to the extent that work relates to site-specific Tier 1, Tier 2*, COL, or Tech Spec
requirements. An example is the EP ITAAC Table 7.5-1 and 7.5-201 in COL Appendix C. These tables were cited by the NRC as an EP
ITAAC to show required plant equipment to support EP. This equipment was also described in the DCD and if changed by the Contractor
requires a site specific supporting change to the COL.


Subject to Paragraph 15 of the October 2105 Amendment, Westinghouse should be responsible
for its costs incurred to make changes to the Owner’s Current Licensing Basis (CLB), attributable
to its DCPs and LCPs. This includes efforts to resolve Owner comments prior to incorporation of
change into the VCS 2/3 CLB, whether made on a draft or final revision of the proposed change
package. It is reasonable to expect that some changes may require multiple comment review cycles
due complexity and number of parties involved. Westinghouse should also be responsible for
its costs incurred for implementing changes to the extent that work relates to site-specific Tier 1,
Tier 2*, COL or Tech Spec requirements. The Owner will be responsible for Owner-directed
changes.


32


WEC’s position on CB&I
Service claim against WEC
for CV costs (delay and
other)


CB&I Services (WEC’s subcontractor) Containment Vessel safety-related Work was delayed from January 19, 2011 through July 31, 2011.
WEC invoiced the Owner
$1,405,811.35 (Target Price). CB&I Services’ work was delayed due to CB&I Services’ ineffective QA program; Westinghouse and its
subcontractors are required to have a QA program that meets the requirements of the EPC Agreement. The Owner should not be liable for
any charges associated with a delay period during which CB&I Services had to take actions necessary to meet its contractual QA program
obligations.


WEC should retract this invoice as no longer owed by the Owner. Whatever settlement WEC
reached with CB&I Services associated with this delay should remain between WEC and its
subcontractor. No further invoices will be issued to Owner related to the costs for schedule delay
impacts on the CV unless related to a Change under Article 9 of the EPC Agreement.


33


Secondary Lab and
Sampling Room in Turbine
Building


Per Exhibit A of the EPC Agreement, the Turbine Building is to be provided as a complete structure and finishes inclusive of all equipment,
components and commodities. Consortium's position is that they are entitled to a Change Order for the completion of Secondary Chemistry
Laboratory including utilities (e.g. gas lines, water lines, faucets, drain lines, electrical outlets) and fixtures (e.g. sampling panels, fume
hood, sinks, high purity water treatment unit) to be located in the laboratory that interface with multiple plant systems including the Main
AC power System, Waste Water System, Potable Water System, Demineralized Water System, and the Turbine Building Ventilation System.


The Consortium should supply the secondary chemistry lab furnished to the scope of supply
outlined in the attachment titled “Secondary Chemistry Lab Scope of Supply” attached to
SCE&G letter NND-15-0085 dated February 4, 2015.
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34
Site inspections and Vendor
Inspections by NRC


For site inspections performed by the NRC, because the Contractor is responsible for design, construction, and testing of the AP1000 and
maintains responsibility for the Facility Information during construction, the Contractor is obligated to provide knowledgeable personnel to
support NRC inspections associated with design, construction and testing. These personnel may include subject matter experts whose work
location is off site. From time to time, certain inspections may be generic in nature or rely solely on software/services. For these inspections it
may be most effective, for all parties, to execute the inspection at the specific Contractor work location. This location may be off site at a
contractor facility. For inspections performed by the NRC at Contractor's vendor facilities, it is the Owner’s reasonable expectation that the
Contractor and Contractor’s vendors retain responsibility of Vendor inspection support. There has been no Change in Law since agreement
of EPC. In fact, the NRC specifically identified their intended vendor inspection activities to include ITAAC on 6/27/2007 through SECY-
07-0105. The inspections performed at vendors assure compliance with Appendix B and 10CFR21 as required by procurement documents.
These inspections are not intended to confirm ITAACs but to ensure the associated QA activities are implemented in accordance with
Appendix B.


At no additional cost to Owner, Westinghouse to provide the Owner with all information requested
by NRC inspectors and any information requested by the Owner to properly prepare for the
inspection, in addition to routine oversight. Westinghouse will need to coordinate with their
vendors, as needed, to address NRC questions related to ITAAC associated activities performed by
vendors or sub-vendors. For any NRC violations requiring licensee response, related to work
activities within Contractor scope, the Contractor will provide information to Owner as requested by
Owner to respond and address the violation. Depending on significance, these activities may require
additional engineering effort or re-work in the field. For Conditions Adverse to Quality (CAQ)
which have been evaluated for 10 CFR 50.55(e) reportability or are associated with an NRC
Finding, the Contractor is obligated to provide any Causal Analysis which has been performed for
Owner review to support any follow up. The NRC expectation is that in accordance with 10 CFR
52.99, the Owner considers vendor inspection findings during ITAAC closure. As such, the Owner
expects Contractor to share information pertaining to vendor/contractor notices of nonconformance
identified by NRC and their resolution to support ITAAC closure. It is also reasonable that the
Contractor share inspection results with the Owner after inspection exit to ensure the Owner can
capture any issues potentially affecting ITAAC into the Corrective Action Program in a timely
manner. Finally, the nature of the standard plant design obliges the Contractor to successfully
manage NRC vendor inspections to support construction and operation of the first AP 1000 plants.


35
ID/labeling of
subcomponents


Labeling of the plant is a Consortium (construction) responsibility as outlined in the Agreement, related Project Execution Plans, and other
related Project documents. In accordance with Exhibit A.2, titled "Phase II," of the Agreement, the Consortium is to provide the Owner with
"one (1) or two (2) complete AP1OOO Nuclear Power Plant Units ...except for those items listed in Table 1 as Owner's Responsibility." This
section further describes the AP1000 Nuclear Power Plant Units as the Standard Plant description as described in Revision 16 of the
AP1000 Design Control Document (DCD). Section 18.8.4.1.9 of Revision 16 of the AP1000 DCD, titled "Coding and Labeling, states the
following as it relates to labeling of components: “Equipment located in the AP1000 has a unique identifier and plant descriptive name. The
configuration management system includes the identification of the equipment in the plant. Each component is assigned an identifier during
the design process. The identifier is maintained through manufacturing, construction, and operation. The components are labeled according
to the assigned identifier. These labels help avoid errors in operating or working on the wrong equipment and in reporting problems or
conditions observed in the plant. The labels help reduce the training burden for operating and maintenance personnel. Color, syntax,
abbreviations and symbols are consistently applied. The labels are located in an easily visible location on the component and are not hidden
by insulation, equipment covers, or surrounding equipment. Labels are fastened to the component to prevent easy detachment of the label."
APP-GW-GZP-002, "AP1000 Component Identification Labeling Procedure" contains guidance for Project groups to use in developing and
affixing component identification and operator aid labels. This document lays out roles and responsibilities, label content, label material, and
label placement. This procedure has been reviewed and endorsed by the Owner as an acceptable method for labeling the AP1000 Plant.
Further review of the Project Execution Plans for System Turnover (APP- GW-GBH-350, Rev. 0) indicate that all system tagging labeling
installation is a pre-requisite responsibility of Construction prior to turnover to Pre-Operational Testing. This approach is consistent with the
expectations of SCE&G for system turnover and collaboration of station personnel in the testing and startup activities. In addition, it is the
Owner’s understanding that the current Work In Progress (WIP) MELs exclude the following equipment types and are not anticipated to be
numbered or labeled (note: this list is not comprehensive): Subcomponents to skids and packages; Components within I&C and Electrical
Cabinets (breakers, switches, and etc.); Fuses (Master Fuse List required per UFSAR); Pipe Hangers/Snubbers; Electrical equipment controls
(i.e., solenoid valves for equipment).


Consortium to provide a plan outlining the labeling of the V.C. Summer AP1000 Nuclear Power
Plant. At no additional cost to Owner, Consortium to label the V.C. Summer AP1000 Units 2 and 3
in accordance with APP-GW-GZP-002.


36 FPOT/F3POT


The Owner’s position is that the Consortium is responsible for all testing in accordance with Article 11 of the EPC Agreement. This testing
includes the First Plant Only Test (FPOT) and the First Three Plants Only (F3POT). The Owner acknowledges that the Consortium made an
effort to take credit for the China FPOT and F3POT and results, but that the NRC was not supportive of this approach. As a result, the
Consortium has incorporated the FPOT and F3POT into the testing program and schedule to be performed on site for the Units. The Owner
agrees with including this testing in the T&M scope of work in the EPC Agreement, but does not agree that this testing is outside the EPC
Agreement scope and warrants a change order. The Consortium and Owner positions are included in VSP_VSG_002399 and NND-13-0486,
respectively.


The Consortium to perform the FPOT and F3POT as part of the testing program in accordance with
Article 11 of the EPC Agreement.


37
Timely access to vendor
technical manuals.


The Owner needs information turnover to develop the programs, processes and procedures to operate the plant. Furthermore, the Owner
needs those documents produced and delivered in a timely fashion to facilitate the proper level of Owner review and acceptance. To date, the
flow of engineering information not directly used to build the plant, i.e. placed in ShawDocs, has been insufficient. The EPC references in a
number of locations that the Consortium will provide various documentation to the Owner prior to system turnover. Section A.2 states that
“Documentation to be provided by the Contractor to the Owner as developed for the Facility as listed in Table. 2” and section 3.3.3 states
“Contractor shall provide to Owner the necessary inputs, test procedures, technical manuals, and other Documentation related to forgoing
tests.” The Owner interprets these statements to mean that as the documents are developed to a revision 0 product, they will be made
available to the owner via ShawDocs or CAPA.


As the documents are developed (revision 0), at no additional cost to Owner, Westinghouse to make
those documents available for Owner review. For example, if the RCS system design is complete,
those documents, to include vendor technical manuals, should all be available for owner review and
acceptance, well before the system testing has begun. This process should begin immediately.


38 BEACON


The WEC AP1000 reactor Standard Plant design contains a core power distribution measurement system designated as the Incore
Instrumentation System (IIS). The AP1000 has been designed to use the BEACON system as part of its required control system. BEACON is
an advanced core monitoring and support package. According to DCD Revision 16, this online core monitoring system provides the
operator with the current allowable operating space, detailed current power distribution information, thermal margin assessment and
operational recommendations to manage and maintain required thermal margins. It is understood that the AP1000 Standard Plant initial
startup cannot occur without BEACON hardware and software and, as the AP1000 is designed, it cannot be operated without BEACON. In
addition, per the Agreement, WEC is obligated to provide to Owner an AP1000 Standard Plant as described in DCD Revision 16. For the
IIS, the system is to be supplied complete and inclusive of all equipment, components and commodities including any specialty handling
tools and equipment as described in the DCD.


WEC to provide BEACON-DMM hardware and software to support fuel load, startup testing and
operations as part of the EPC Agreement and without additional charge to the Owner.
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39


Shield Building Door,
Annex, Auxiliary Building,
Aircraft Impact Assessment.


The Consortium sent to Owner Notice of Change letters (VSP_VSG_003096 and VSP_VSG_003450) claiming that a new NRC Rule
entitled “Consideration of Aircraft Impact for New Nuclear Power Reactors” (the AIA Rule) impacts other structures in the Nuclear Island.
Specifically, the Consortium claims that it is required to make changes to the Annex and Auxiliary Buildings’ wall design, as well as
Annex and Auxiliary and Shield Building doors to comply with the NRC Rule. The Consortium further claims that this scope of work is
outside that of the EPC Agreement and warrants a change order. The Owner has taken exception to the Consortium claim in NND-15-0007
and NND-15-0323 based on the availability and knowledge of the draft AIA Rule prior to execution of the EPC Agreement and the
comprehensive Agreement between the Consortium and the Owner executed on July 11, 2012 and resolving all issues associated with the
AIA Rule impact.


Consortium to implement the necessary design and construction changes to the Shield Building
Door and Annex and
Auxiliary Buildings impacted by the AIA Rule in accordance with the EPC Agreement and July 11,
2012 Agreement


40


Loss of Large Areas of the
Plant due to Explosions or
Fire Testing


On March 27, 2009, the NRC amended 10 CFR Part 50 and 10 CFR Part 52 with new requirements to address loss of large areas (LOLAs)
of the plant due to explosions or fires from a Beyond Design Basis Event. The NRC issued Interim Staff Guidance DCD/COL-ISG-016 to
assist new applicants or holders of COLs to address the LOLA requirements. These requirements were not included in DCD Revision 16,
which is the design basis for the Agreement (Reference 1). In Reference 2, Owner notified the NRC that changes would be made to a future
revision of the V.C. Summer Units 2 & 3 COLA in accordance with 10 CFR 52.80(d) and 10 CFR 50.54(hh)(2) to address LOLA. Owner
provided the NRC with a Mitigative Strategies Description (MSD), which described the preoperational testing required to provide a
reasonable confirmation of adequate spent fuel pool spray coverage. These requirements were incorporated into Owner’s COL Section 2.D.
(12).(e).8 as a license condition. The Consortium has offered to perform this work for SCE&G as a change order.


Consortium to perform the testing and other work required to meet Owner’s LOLA obligations
under the COL Section
2.D.(12).(e).8 as a license condition at no additional cost to Owner.


41


Pre-Service Testing Program
Development, Pre-Service
Test Conduct, ITP


The Owner and Consortium have a difference of opinion on the Initial Test Program scope as related to the following items referenced in
VSP_VSG_003669:
1. Pre-service testing, including baseline in-service testing
2. Initial core load and post core load vessel assembly
3. Any spent fuel pool spray flow and makeup testing required to support the Loss of Large Area (LOLA) Mitigation Strategy Document
(reference item 40 on
Commercial List)
4. Cooling Towers testing
5. Preoperational testing for: a. Storm Drains; b. Site-specific Seismic Monitoring System; c. Offsite AC Power Systems; d. Raw Water
System; e. Sanitary Drain System; f. Fire Brigade Support Equipment; g. Portable Personnel Monitors and Radiation Survey Instruments;
h. Physical Security Plan equipment implied in UFSAR Section 14.4.5; and, i. External/Offsite Communications The Consortiums
position is that these items are not included in the EPC Agreement scope. The Owner’s position is that the items above are in the EPC
Agreement ITP scope.
Additional ITP expectations include the following:
1. All FPOT and F3POT testing and associated activities to include test specification and procedure development, material/equipment
procurement, test planning, test scheduling, test performance, data analysis and generation of final test report. Reference item 36 on
Commercial List.
2. All testing associated with “site specific” systems listed in EPC Agreement Exhibit A, Table 1. Activities to include test specification
and procedure development, material and equipment procurement, test planning, test scheduling, test performance, data analysis and
generation of test report.
3. ASME Pre-service Test Plan development and implementation as noted in the first section above based on the current revision of the
ASME-OM document.
4. Steam Generator Moisture Carryover Test procedure development, material and equipment procurement, test planning, test scheduling,
test performance, data analysis and generation of test report. Reference item 45 on Commercial List
5. Large Area Testing. Reference item 40 on Commercial List. Consortium to include all of these items in the ITP at no additional cost to Owner.


42


Procedure revisions from
Technical Specification
Upgrade (Owner, WEC
50/50)


This issue deals with LAR 13-037 (Technical Specification Upgrade) and the Owner’s position that the technical specifications as written
were not usable and would not allow the Owner to successfully operate the plants (reference NND-14-0479). Technical specification
examples were given in NND-14-0479 relating to the Steam Generator Isolation Valves flow path, Reactor Coolant Pump minimum flow
parameters and the Radioactive Effluent Control Program.


Contractor to provide a proposal to APOG for the requested scope per letter dated October 7,
2015 from APOG with subject: APOG-2015-007 Request for Quote - Technical Specifications
Upgrade Impacts. Scope will be performed in accordance with and under the terms of an APOG
purchase order. In the event the work is not performed through APOG, Westinghouse to provide
technical specifications that are technically accurate and easily understandable and Contractor to
complete items #1-5 in VSP_VSG_002989.


43 Providing As-Built Drawings


EPC Table 2-1 makes reference to As-Built and As-Designed separately from each other. Consortium members have verbally communicated
that they interpret As-Built to be the As-Designed document combined with the associated change documentation. This is not consistent
with SCE&G’s understanding of the term As-Built. WEC procedure APP-GW-GAP-615, Appendix F5 states - To pass release for the core
load and turnover to the Owner, the design shall: The design input document shall have no open items or unincorporated changes; Design
output documents shall be complete, numeric, and consistently relate to the design input document. A numeric revision, verified
compliance document is required and shall demonstrate that the design output documents have met all design input requirements. Design
output shall have considered and reconciled the impact from as built and as-tested conditions that may impact core load. NRC Inspection
Manual, Inspection Procedure 65001, “Inspections of Inspections, Tests, Analyses and Acceptance Criteria (ITAAC) Related Work”,
Attachment 65001.A, requires the following: 02.04 Review As-Built Deviations / Non-Conformances: a. Review a sample of documents
that were used to identify differences between the as-designed and as-built SSCs to determine if: i. The difference, if not corrected to comply
with the as-designed conditions, was properly documented and incorporated in the final as-built drawings.


To preclude any discussion or confusion regarding what may or may not impact core load, at no
additional cost to Owner, WEC to turn over to SCE&G all documents as described in EPC Table 2-
1, in an as-built state, with all changes and dimensional discrepancies incorporated into the
document. Owner understands the engineering backlog on change paper is growing and immediate
actions are required to be able to deliver “clean paper”. Owner understands that additional changes
may occur after Turnover and is prepared to address processes to handle these changes.


44


Operating Procedure
Configuration Control
(Owner to incorporate All
post-Baseline 7 Design
Changes)


Westinghouse continues to make design changes to the Facility that effect standard operating procedures delivered to the Owner.
Identification of the affected procedures is essential to ensure that the operating plant procedures are consistent with the plant design as
required.


At no additional cost to Owner, Westinghouse to identify the impact of all design changes on
operating procedures and provide this information to Owner.


45
Steam Generator Moisture
Carryover Test Refer to item 41 on Commercial List. Refer to item 41 on Commercial List.


47
Communication System and
BIS Power Allocation


For the Communication System issue, the initial Consortium design did not take into account the site layout of the plants sold to SCE&G.
Designs were for a single unit and ended at the security fencing. The Consortium's initial position was that their responsibility for wireless
and wired phones, paging system, radios and networking systems ends at the “fence line.” SCE&G contends that the Consortium is
responsible to extend these systems to the site specific areas like RWS intake structure, CWS cooling towers, and OWS facility.


For the BIS Power Allocation issue, power allocated for Communications is not sufficient for SCE&G needs (e.g. powering phones,
cameras, etc.). Per design documents, 48.6kW total power was allocated for both BIS and EFS networks. EFS would be allocated 35kW
with the remaining 13.6kW allocated for BIS. SCE&G determined that the BIS power use was 38.4kW versus the 13.6kW allotted in the
design.


For the Communication System issue, Consortium letter VSG_VSP_002475 dated October 9,
2013 established an acceptable DOR addressing the majority of the issues and site layout change
order 26 resolved the remaining issues.


For the BIS Power Allocation issue, Consortium to work with Owner to achieve adequate BIS
power to support SCE&G communication needs at no additional cost to Owner.
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49 Site Security System Backup
Power


AP1000 Design Change Proposal APP-GW-GEE-2710 “Annex Building Security Features Update” identifies the back-up duration for the
security system to be less than that identified in APP-GW-GLR-066 “AP1000 Safeguards Threat Assessment” and section 3.6.9 of
NUREG-1793, “Final Safety Evaluation Report Related to Certification of the AP1000 Standard Design.” The Owner does not accept this
reduction in back-up power reduction as referenced in NND-14-0689. Westinghouse to provide the required back-up power duration. The Owner is willing to


consider the reduced back-up power duration contingent upon WEC’s integration of the Plant
Security Systems (SES) for Units 2 and 3 (Reference NND-14-0689).


50 OWS Security Plan


The Offsite Water System (OWS) Treatment Facility includes security and fencing plans that have been discussed with the Consortium and
incorporated in the pricing for the latest draft Change Order 17 dated May 10, 2015. Correspondence relating to the OWS Security Plan
includes VSP_VSG_001469, NND-11-0444, VSP_VSG_001605 and NND-12-0034. Incremental OWS security plan costs required to
meet Owner corporate standards became a commercial issue, specifically the security and fencing requirements and the fire alarm system and
fire detection system. Other OWS commercial issues included in the draft CO 17 are the numbering and tagging of equipment and coatings
and pipe color requirements. It is noted that the primary OWS change reflected in the draft CO 17 is the addition of the reverse osmosis
system to remove bromides from the water. The Owner and Consortium negotiated a “no EPC Agreement price increase” change order for
CO 17 which included the OWS security and fencing plans as well as the other items referenced herein. The draft CO 17 also includes
other commercial items agreed upon by the Owner and Consortium.


That the Consortium complete the installation of the OWS security, fencing and other items
above to the satisfaction of the Owner. CO 17 is addressed in Commercial List item #70.


55 PEB Design Change The Consortium and SCE&G could not initially come to agreement on the design requirements of the Plant Entry Building. This issue was resolved with the issue of change order 26.


57 Fire Alarm monitoring


Due to the delay in the project schedule, the Owner is concerned about the increasing value of inventory in the onsite warehouses 20A,
20B and 57 in relation to the insurability of the warehouses and their content under the Owner’s Builder’s Risk Policy. Owner has elected
to implement enhancements to the fire alarm monitoring for these warehouses, which includes monitoring of sprinkler system water flow
switches in the three warehouses and interconnecting the new system to the existing yard fire alarm system. On October 7, 2015, the
Consortium provided to the Owner a draft CO for Owner’s review and comment.


The Consortium to install new local fire alarm control panels in Warehouses 20A and 57; the
flow switches will be monitored locally at each of these 2 warehouses. A new main fire alarm
panel will be installed in Warehouse 20B. This new main fire alarm panel will monitor the
Warehouses 20A and 57. The new main fire alarm panel will be network connected to the
existing Siemens fire alarm system using single mode fiber optic connections. Spare fibers which
run between the buildings shall be assigned for this purpose. All alarms from the new
warehouse fire detection system will be monitored by the existing system’s main fire alarm panel
located in the main plant entry guard shack. Physical connection with the existing system’s
network shall be made at the YFS fire pump house. The new fire detection system for the three
warehouses will be designed as a Class B system; Class A monitoring is not required to satisfy
the requirements of the authority having jurisdiction codes for these warehouses.


60
Laurens Piping Quality
Issues


CB&I Laurens issued a self-imposed Stop Ship on March 12 following a CB&I Power Audit (V2015-035), which included two Level 1
findings and three Level 2 findings. Most of the issues were repeat Findings from previous Audits/Surveillances performed by CB&I
Power.


CB&I Laurens issued a Stop Work Order (SWO) on all Safety Related (SR) ASME Section III piping on March 17. The issuance of this
SWO was during the March NRC inspection which found many similar issues documented in the CB&I Audit (V2015-035). The major
issues being addressed by the SWO are CGD and Qualification of Vendors, Internal and External Audit Programs, Document Control, and
Corrective Action Program.


During CB&I Power Surveillance 2015-172, which occurred in August 2015, the surveillance team discovered that issues with CGD and
Qualification of Vendors had not been fully addressed by CB&I Laurens. This was also noted as an indicator that the corrective actions
with the CAP had not been fully effective.


July 2015, CB&I Site QC inspection of pipe spools not signed off by Laurens ANI resulted in an approximate reject rate of 65%. These
were due to minimum wall violations, dimensional issues, and misfabrications. These results have raised questions on inspection
methodologies between Summer, Laurens, Vogtle, and Source Inspection.


An additional CBI Laurens self-imposed SWO was put in place on 10/09/15 regarding the incorrect VALVES being place in a pipe spool.
The preliminary investigation determined that this does not affect Section III Safety Related pipe spools and has only effected a single
spool. However, this investigation is only preliminary and a full Extent of Condition has not been performed. In addition to the Laurens
SWO CBI Power has issued QRL restrictions for shipping of Laurens ASME SR spools unless they are released (after enhanced inspection)
by the CB&I site QA Directors. Currently Pipe Spools have only been released in phases 1-3 of a 4 phase SWO. No spools will be
released to phase 4 until completion of First Article Survey(FAS) by CB&I Power. Once all Spools are completed through Phase 4, the
SWO will be lifted.


1. Completion of Corrective Actions associated with stop work /stop ship and lifting of
restrictions.
2. Agreement on inspection methodologies between Vogtle, Summer, Laurens, and Source
Inspection.
3. Completion of Enhanced Inspections on post SWO pipe spools performed by VC Summer
QC.
4. Sustainable Improvements in programmatic systems reported from Audit/Surveillance results
performed by CB&I Power.


67 Common Q/Ovation MTS


Owner needs to have an Ovation MTS so Owner can train its technicians and engineers on Ovation equipment in the Ovation Maintenance
and Ovation Core Team training areas. The Ovation MTS provides an offline environment with a representative sample of system hardware
representing the Distributed Control and Information System (DCIS). In the plant, the Ovation platform is used for the Plant Control
System, the Data Display and Processing System, and portions of the Operator Interface of the Operations and Control Centers System
(collectively DCIS). Owner provided a revised scope of work to Westinghouse on September 9, 2015 and requested an updated cost
proposal. [Note: Common Q MTS CO was in August 2015]


Westinghouse to provide the Ovation MTS, to include the hardware, software, documentation
and support, as described in the revised scope of work, which was emailed to Westinghouse on
September 9, 2015.


69
Path forward to execute
CO16


CO#17 provides clarification information for CO#16. If CO #17 is to be executed, the 2 COs need to be executed together. However, the
project schedule upon which
CO#16 was based no longer reconciles with the current working schedule.


1. Reach agreement with Consortium on execution of CO #16 and/or CO #17
2. If CO #16 is executed, determine whether schedule language in CO #16 should be modified
3. If schedule language needs to be modified, reach agreement with Consortium on updated
language
4. Reach agreement with Consortium on whether Exhibit F schedules should be included in the
CO, specific to CO #16. Consortium has proposed not including Exhibit F tables, since the
information would be stale at the time of CO execution; instead the impacts of CO #16 to the
Exhibit F milestones would be incorporated into an EPC Amendment.
5. Execute alone or simultaneously with CO #17


70
Path forward to execute
CO17


CO#17 provides clarification information for CO#16; If CO #17 is to be executed, the 2 COs need to be executed together. However, the
project schedule upon which
CO#16 was based no longer reconciles with the current working schedule


1. Reach agreement with Consortium on execution of CO #16 and/or CO #17
2. If CO #17 executed, reach agreement with Consortium on whether Exhibit F schedules
should be included in the CO, specific to CO #17 (Tables F.1.6 (f-h)). Consortium has
proposed not including Exhibit F tables, since the information would be stale at the time of CO
execution; instead the impacts of CO #17 to the Exhibit F milestones would be incorporated
into an EPC Amendment.
3. Owner to transmit agreed-to de-escalation process since it is not included in CO as Owner
requested.
4. If executed, execute simultaneously with CO #16
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77 TEDV DAQ Funding
Purchase agreement between Westinghouse, Southern and SCE&G is to provide the data acquisition system and capability to support
thermal expansion and dynamic evaluation of plant components during testing. Westinghouse to deliver TEDV DAQ in accordance with purchase agreement.


96


Offsite Storage and Lay
down – Leases, Equipment,
and FNM Per Diem (area 14,
Blythewood, Metro)


During Phase I of the EPC Agreement scope of work, the Owner paid the Contractor to develop the requirements for all temporary facilities
on the Site, to include warehouses and equipment and material laydown areas. The Contractor developed the requirements, was given
unlimited access to the Site and was in control of the Target Price budget for construction of the appropriate facilities. The Contractor now
estimates significantly more warehouse facilities and laydown area space than it originally planned. The Owner contends that this additional
warehouse and laydown area space is attributed to either inadequate planning on the part of the Contractor or structural module delay. The
facilities and laydown area in question at this point are the Blythewood warehouse facility, Metro warehouse facility and laydown area 18.
The Blythewood warehouse is being utilized and the lease payments invoiced to the Owner have been disputed. The Metro facility
renovation is essentially complete and ready to receive equipment and material. The Contractor will begin invoicing the Owner for the lease
and other expenses. The Area 14 laydown area construction has been out for bids by the Contractor who has been having discussions with
the Owner on the invoicing process. The Contractor claims entitlement to a change order for these warehouse facilities and laydown area
expenses since they are located off-site. The Owner disagrees and is willing to treat these facilities as target scope work under the EPC
Agreement with no justification for a change order. Also, the Owner’s position is that CO 8 applies which transferred target dollars to
fixed/firm dollars for items such as construction equipment and field non-manual living expenses.


The Contractor invoice the Owner for the Blythewood and Metro warehouses and Area 15 laydown
area construction under the Target Price category per the EPC Agreement, applying the CO 8 cost
categories to the invoicing. The total costs for these facilities and laydown area will remain in
dispute per the EPC Agreement due to the structural module delay with resolution dependent upon
senior executive negotiations.


97


Warranty impact due to delay
and specific warranty claims;
and extending warranties
based on actual completion
dates


The warranty requirements are specified in Article 14 of the EPC Agreement. Specifically, a 24 month warranty period for Equipment begins
upon the actual Substantial Completion Dates for Units 2 and 3. The presently approved Guaranteed Substantial Completion Dates for
Units 2 and 3 are March 15, 2017 and May 15, 2018, respectively. The Owner’s position is that the 24 month warranty period and other
warranty provisions in the EPC Agreement should be effective upon the actual Substantial Completion dates due to the structural module
delay impact on the Project Schedule. Also, there are specific warranty claims that the Consortium is responsible for resolving. For example,
the Units 2 and 3 Switchyard has experienced component failures, specifically related to capacitors, as noted in Owner correspondence
NND-14-0335, NND-14-0337, NND-14-0514 and NND-14-0627. Other components also sustained damages, but were replaced by the
Consortium with extended warranties (reference VSP_VSG_002978). The Consortium has been working with the Owner and capacitor
manufacturer (ABB/Maxwell) to perform analyses and testing to determine root cause. In the meantime, capacitors have been removed from
the Switchyard, which is presently operating at partial capacity due to these capacitor issues.


1. Consortium extends 24 month warranty provision and other warranty provisions of Article 14 of
the EPC Agreement to be effective upon the actual Substantial Completion Dates for Units 2 and 3.
2. Consortium resolves all outstanding warranty claims, to include the Switchyard capacitor failure
claim, to the
Owner’s satisfaction. This will include component extended warranties as applicable.


98 Cyber-Security


The Owner’s position is that the Consortium is committed in the EPC Agreement to provide a cyber security program for VCS Units 2 and 3
that complies with APP-GW- GLR-104, “AP1000 Cyber Security Implementation,” dated May 2007 (also referred to as TR-104). TR-104 is
a requirement included in the AP1000 Design Control Document (DCD) Revision 16 which is referenced in the EPC Agreement. The Owner
acknowledges that the NRC issued Regulatory Guide (RG) 5.71, “Cyber Security programs for Nuclear Facilities,” subsequent to the
execution of the EPC Agreement and that there is a level of incremental scope of work which has not been satisfactorily resolved to the
satisfaction of the Owner. The Owner and Consortium agreed to a Phase I Cyber Security CO (#14), which was executed on March 14, 2012
The Owner and Consortium have attempted to negotiate a Phase 2 Cyber Security CO but have been unsuccessful to date. A significant
impasse dealt with the Consortium’s refusal to accept project schedule risk and mandate to Owner a release of the Guaranteed Substantial
Completion date for Unit 2. A Phase 2 Cyber Security technical scope of work has been agreed upon and is included in the latest draft
Cyber Security CO dated February 19, 2015 (VSP_VSG_003270). This technical scope is entitled “Technical Description for Consortium
for AP1000 Consortium Cyber Security Scope of Supply.” The Owner and Consortium have discussed scopes of work beyond Phase 2,
although no Technical Description for Phase 3 has been defined. For example, in a previous draft Cyber Security CO dated February 28,
2013, Phase 3 scope topics were addressed to include potential warehouse modifications to handle storage and handling of Critical Digital
Assets (CDA’s), the training of site personnel to deal with CDA’s and site installation and Field Change Notices associated with hardware
and software modification. The Owner and Consortium have also had discussions that Phase 3 work would involve dealing with suppliers
of equipment for potential smart equipment upgrades. The Owner is concerned that the negotiations on cyber security have been
unnecessarily delayed as evidenced by timelines maintained by the Owner and the Consortium’s decision to hold up work on cyber
security and demobilize personnel earlier this year. It is noted that the Owner had authorized dollars for the Consortium to perform cyber
security work during the negotiations and had requested that the Consortium continue with the interim funding provided by the Owner.


Subject to Paragraph 4 of the October 2105 Amendment, Consortium to provide a cyber security
program in accordance with RG 5.71 and accept schedule risk to meet Guaranteed Substantial
Completion Dates agreed to between Owner and Consortium. All phases of the Cyber Security
Program are included in this scope, which also includes the Phase 2 technical scope referenced in
the draft CO dated February 19, 2015.
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Disputed and Returned Payments
Exhibit B


As of August 21, 2015


WEC Claim   


 Regulatory Delay Claim  $ 83,518,046
   


Payment Entitlement in Dispute   


 Capped Esc due to Structural Module Delay  $ 6,275,414
 Cyber Security  $ 374,613
 Target Invoice Returns (storage, tents, firm price)  $ 13,289,433
 Target Invoice Withholding (10%) Due to Delay and   


 Performance Inefficiencies  $ 7,657,127
 Interest Expense on Returned Invoices  $ 2,133,198


 Total  $ 29,729,785
   


No Dispute, Payments Pending CO Execution  $ 5,565,845


 HW Escalation Calculation  $ 5,565,845
 Total   
   


Timing of Payment in Dispute   


 Progress Payments  $ 99,066,205
 Milestones Not Complete  $ 11,124,299


 Total  $ 110,190,504
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EXHIBIT C


Items Not Resolved or Released under October 2015 Amendment


Description Reference
Data Turnover and documentation required  


Containment Debris Margin Increase NND-11-0166; VSP_VSG_001218
Auxiliary Boiler design capability  


Electromagnetic Capability (EMC) with Protection &
Safety Monitoring System (PMS) -  


American Society of Mechanical Engineers(ASME)
Boiler and Pressure Vessel Code Section VIII pressure
vessel over pressure protection


NND-15-0460; VSP_VSG_003682


Site Layout changes, Phase 3, due to security regulatory
changes  


Onsite automation/I&C Support to Owner 
during post initial core load  


Onsite switchyard preoperational test  


Plant Security System (SES) testing  


Plant Security System (SES) Unit 2&3 Computer
Integration  
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Confidential Trade Secret Information - Subject to Restricted Procedures                


AGREEMENT


AMENDMENT TO THE ENGINEERING, PROCUREMENT AND CONSTRUCTION AGREEMENT BETWEEN SOUTH
CAROLINA ELECTRIC & GAS COMPANY, FOR ITSELF AND AS AGENT FOR THE SOUTH CAROLINA PUBLIC
SERVICE AUTHORITY AND A CONSORTIUM CONSISTING OF WESTINGHOUSE ELECTRIC COMPANY LLC AND
STONE & WEBSTER, INC., FOR AP1000® NUCLEAR POWER PLANTS


THIS AMENDMENT to the Engineering, Procurement and Construction Agreement dated May 23, 2008 (“EPC
Agreement”) for the AP1000 Power Plants at the Virgil C. Summer Nuclear Generating Station (“Project”) by and between South
Carolina Electric & Gas Company, for itself and as agent for the South Carolina Public Service Authority (“Owner”) and a consortium
consisting of Westinghouse Electric Company LLC (“Westinghouse”) and CB&I Stone & Webster, Inc. (“S&W”), (collectively
“Contractor”) is executed on behalf of Westinghouse, shall be executed on behalf S&W upon the consummation of the Transaction (as
defined in the October 2015 Amendment) and shall become effective upon execution by Owner and approval of the Public Service
Commission of South Carolina, so long as execution occurs by the 1st day of November 2016, unless such approval is waived by the
Owner or the date is waived by the Contractor (“Option Amendment”). If execution does not occur by November 1, 2016, this Option
Amendment shall be null and void in all respects. Owner and Contractor may be referred to individually as a “Party” or collectively as
the “Parties.”


In consideration of the mutual promises herein and other good and valuable consideration, the receipt and sufficiency of which
the Parties acknowledge, the Parties, intending to be legally bound, stipulate and agree as follows:


1. Except as provided in paragraph 2, all remaining Work under the EPC Agreement as of the Effective Time (defined in the
October 2015 Amendment referenced below) shall be converted to a Fixed Price in exchange for the remaining Contract Price being
adjusted to $6.082 billion in current U.S. Dollars. The remaining Contract Price adjustment represents the cost to complete the Project
beyond what has been paid through June 30, 2015. Payments made after June 30, 2015 will be credited against the $6.082 billion
amount.


2. The following Time and Material Work is not included in the Fixed Price described in paragraph 1: sales tax, performance
bond and insurance premiums, import duties, Mandatory Spare Parts and Extended Equipment Warranty costs (other than the costs
associated with the warranty extensions provided for in paragraph 7 of the October 2015 Amendment, because those warranty
extensions are at no cost to Owner). This Work will be billed under the existing terms of the EPC Agreement.


3. The categories of Target Price and Firm Price are eliminated.


4. The capitalized terms in this Amendment, except for those defined in this Amendment, shall have the meanings given to them
in the EPC Agreement.


5. All provisions of the EPC Agreement not modified, expressly or by necessary implication, remain in full force and effect.
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Confidential Trade Secret Information - Subject to Restricted Procedures                


IN WITNESS WHEREOF, the Parties have duly executed this Amendment as of the date first above written.


SOUTH CAROLINA ELECTRIC & GAS
COMPANY, for itself and as agent for South
Carolina Public Service Authority


By:  
Name:  
Title:  


WESTINGHOUSE ELECTRIC COMPANY LLC
By: /s/Danny Roderick
Name: Danny Roderick
Title: President & Chief Executive Officer


STONE & WEBSTER, INC.
By:  
Name:  
Title:  
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Dispute Review Board Agreement


THIS DISPUTE REVIEW BOARD AGREEMENT (“DRB Agreement”) concerning the Engineering, Procurement and
Construction Agreement dated May 23, 2008 (“EPC Agreement”) for the AP1000 Power Plants at the Virgil C Summer Nuclear
Generating Station (“Project”) is effective the ___ day of ______________ 2015, by and between South Carolina Electric & Gas
Company, for itself and as agent for the South Carolina Public Service Authority (“Owner”) and a consortium consisting of
Westinghouse Electric Company LLC and Stone & Webster, Inc., (collectively “Contractor”). Owner and Contractor may be referred to
individually as a “Party” and collectively as the “Parties.”


    
WHEREAS, the Parties wish to establish a Dispute Resolution Board (“DRB”) for addressing all Claims, as defined in the EPC


Agreement, and other disputes that may arise out of or relate to the Project and provisionally resolving such claims.


NOW, THEREFORE, in consideration of the recital, the mutual promises herein and other good and valuable consideration, the
receipt and sufficiency of which the Parties acknowledge, the Parties, intending to be legally bound, stipulate and agree as follows:


1. Owner and Contractor agree to the establishment of a DRB in accordance with this DRB Agreement to assist in timely, impartial
resolution of Claims and other disputes. All Claims and other disputes arising out of or relating to the EPC Agreement shall be governed
by this DRB Agreement, until Substantial Completion of both Units.


2. For Claims and other disputes under $5 million, determinations of the DRB shall be binding on the Parties.


3. For Claims and other disputes of $5 million or higher, determinations of the DRB shall be treated as binding on the Parties on an
interim basis until Substantial Completion of both Units. Upon Substantial Completion of both Units, either Party may proceed de novo
with dispute resolution in accordance with Article 27 of the EPC Agreement. Determinations of the DRB will not be admissible in any
de novo proceedings pursuant to Article 27 of the EPC Agreement.


4. For Claims and other disputes of $5 million or higher, Owner and Contractor shall submit their written acceptance or rejection
of the DRB’s report concurrently to the other Party and to the DRB within fourteen (14) days of receipt of the report. Failure by either
Party to accept or reject within the specified period shall be deemed acceptance of the report by that Party. If both Parties accept the
report, then it shall be final, without qualification. If one or both Parties reject the report, they shall nonetheless treat the report as
binding until thirty (30) days after Substantial Completion of both Units, at which point the report will have no force or effect.


5. The process outlined in this DRB Agreement shall be the exclusive dispute resolution process for all Claims and other disputes
under the EPC Agreement and shall be in lieu of the process set forth in Articles 27.3 and 27.4 of the EPC Agreement, until Substantial
Completion of both Units. Thereafter, for Claims or other disputes covered by Paragraph 3 of this DRB Agreement, the Parties may
proceed as stated in Paragraph 3.
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6. Within thirty (30) days of the execution of the November 2015 Amendment, each Party shall submit to the other Party for
approval the names of its nominees for membership on the DRB. The Parties shall mutually agree on the three members of the DRB.
Once constituted, the DRB members shall designate one of them as Chair of the DRB. The DRB shall serve until Substantial
Completion of both Units.


7. Members of the DRB shall be experienced in the interpretation of contract documents, the resolution of construction disputes,
and with complex power plant projects. At least one of the DRB members must be a licensed attorney. To assist the Parties in the review
and approval process, nominated members shall provide the following, in addition to the nominee’s full name and contact information,
to both Parties:


A. Resume showing construction experience qualifying the person as a DRB member.


B. Resume showing past DRB participation, if any. This resume will each DRB assignment separately, and state the name and
location of the project, dates of DRB service, name of owner, name of contractor, contract value, nominating party if
applicable, names of the other DRB members, and the number of disputes heard.


C. All three members of the DRB are to be neutral and must affirm their neutrality, under oath, once the DRB is fully
constituted and before the DRB takes any action.


D. Disclosure statement describing past, present, and anticipated relationships or financial ties, including indirect relationships
through the nominee’s full-time employer, if any, to the Project, and with the Parties and with all other entities directly and
indirectly involved in the EPC Contract. Entities indirectly involved include Fluor, designers, architects, engineers, or other
professional service firms or consultants, joint-venture partners, subcontractors of any tier, and suppliers on the Project. The
disclosure statement will also disclose close professional or personal relationships with key members of the Parties and
these entities.


E. Neutrality and disclosure is a continuing obligation of all DRB members throughout the life of the EPC Contract.


F. Each member of the DRB shall execute non-disclosure agreements as required by the Parties.


G. No DRB member shall be allowed to act as an arbitrator or appear as a witness in any subsequent arbitration or litigation
related to or arising out of the EPC Agreement.


8. Once fully constituted, the DRB will visit the project site and meet with representatives of the Parties at periodic intervals and as
requested by the Parties. Any discussion and field observation shall be attended by personnel of the Owner and Contractor.


9. Owner and Contractor shall enter into good-faith negotiations to settle a dispute before referring such dispute to the DRB. These
good-faith negotiations shall be involve full and timely disclosure of each Party’s position to the other Party, including the exchange,
where applicable, of pertinent supporting records, analyses, expert reports, and similar documentation, and shall proceed without delay
following the inception of the dispute. Such good-faith negotiations may involve the solicitation and rendering of a DRB advisory
opinion as described herein.
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10. Either Owner or Contractor may refer a dispute to the DRB. The dispute referral shall be made in writing to the DRB Chair
with a copy concurrently provided to the other DRB members and the other Party.


11. The dispute referral shall concisely define the nature and specifics of the dispute that are to be considered by the DRB and the
scope of the determination requested. The DRB Chair shall confer with the Parties to establish a due date for delivering pre-hearing
submittals, and a date, time, and location for convening the DRB hearing. Hearings shall be convened, at a location mutually agreed by
the Parties. Absent such agreement by the Parties, the DRB shall determine the location of the hearings.


12. The procedures governing the hearings shall be established by agreement of the Parties. Absent such agreement, the DRB shall
establish such hearing procedures.


13. The DRB’s determination of a dispute will be formalized in a written report with format as determined by the DRB and signed
by all DRB members. The report shall consist of a concise description of the dispute, short statements of each Party’s position, findings
as to the facts of the dispute, discussion and rationale for the determination, and the determination. The report shall be submitted
concurrently to the Parties, no later than thirty (30) days after completion of the hearing as agreed by all Parties.


14. Owner and Contractor shall each bear their respective costs and attorney’s fees. Owner and Contractor shall equally bear the
cost of the DRB’s services.


IN WITNESS WHEREOF, the Parties have duly executed this DRB Agreement as of the date first above written.


SOUTH CAROLINA ELECTRIC & GAS
COMPANY, for itself and as agent for South
Carolina Public Service Authority


By:  
Name:  
Title:  


WESTINGHOUSE ELECTRIC COMPANY LLC
By:  
Name:  
Title:  


STONE & WEBSTER, INC.
By:  
Name:  
Title:  
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EXHIBIT F


CONSENT OF GUARANTOR


This Consent is made by TOSHIBA CORPORATION (“Guarantor”), a
corporation duly organized and existing under the laws of Japan and the indirect parent of Westinghouse Electric Company LLC
(“Westinghouse”).


WHEREAS, Westinghouse and Stone & Webster, Inc. (“Stone & Webster”, and
collectively with Westinghouse, the “Contractor”) and South Carolina Electric & Gas Company, for itself and as agent for the South
Carolina Public Service Authority (collectively, the “Counterparty”) are parties to the Engineering, Procurement and Construction
Agreement between the Contractor and the Counterparty, dated as of May 23, 2008 (the “Agreement”); and


WHEREAS, in connection with the Agreement, Guarantor executed and delivered
to Counterparty a guaranty of the payment obligations of Westinghouse under the terms of the Agreement (the “Guaranty”); and


WHEREAS, the Agreement is being amended by an Amendment dated October 27,
2015 (the “October 2015 Amendment”); and


WHEREAS, Guarantor, as indirect parent of Westinghouse, shall receive benefit
from the transaction contemplated by the Agreement as previously amended and as amended by the October 2015 Amendment and
has agreed to give this Consent to provide assurance for Westinghouse’s payment obligations in connection with the Agreement as so
amended; and


WHEREAS, Guarantor acknowledges the execution and delivery of this Consent is
required by the terms of the October 2015 Amendment.


NOW, THEREFORE , in consideration of the premises and other good and
valuable consideration, the adequacy, receipt and sufficiency of which are hereby acknowledged, Guarantor hereby agrees as follows:


1. Guarantor acknowledges the terms of the October 2015 Amendment.


2. The definition of Guaranteed Obligations in the Guaranty includes all payment obligations of Westinghouse under the
terms of the Agreement, as previously amended and as amended by the October 2015 Amendment.


3. Guarantor hereby reaffirms the Guaranty and agrees that, except as provided herein, the Guaranty shall remain
unchanged and in full force and effect. Each and every term, covenant and condition of the Guaranty is hereby incorporated herein
such that the Guaranty and this Consent shall be read and construed as one instrument.


4. The validity, construction, and performance of this Consent of Guarantor shall be governed by and interpreted in
accordance with the laws of the State of New York, without
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giving effect to the principles thereof relating to conflicts of laws except Section 5-1401 of the New York General Obligations Law.


IN WITNESS WHEREOF, Guarantor has caused this Consent to be executed in its
corporate name by its duly authorized representative.


TOSHIBA
CORPORATION


By: /s/Shigenori Shiga                      
Name: Shigenori Shiga    
Title: Representative Executive Officer    


Date: October 27, 2015    


Acknowledged and Agreed by Counterparty as of this 27 day of October, 2015, by:


/s/Kevin B. Marsh                 
Name: Kevin B. Marsh    
Title: CEO, SCANA Corp    
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MUTUAL RELEASE


This Mutual Release (“Mutual Release”) is executed this 27th day of October, 2015, by South Carolina Electric & Gas
Company, a South Carolina corporation having a place of business in Cayce, South Carolina, South Carolina Public Service Authority,
a body corporate and politic created by the laws of the State of South Carolina (collectively, “Owners”) and Chicago Bridge & Iron
Company N.V. (“CB&I”), a corporation organized under the laws of the Netherlands.


RECITALS


WHEREAS, Owners and a consortium consisting of Westinghouse Electric Company LLC (“Westinghouse”) and CB&I Stone
& Webster, Inc. (“S&W”) (collectively, the “Contractor”) entered into an Engineering, Procurement and Construction Agreement with
an effective date of May 23, 2008 (as amended or supplemented, the “EPC Agreement”) pursuant to which the Contractor agreed to
assist Owners in the licensing of and to design, engineer, procure, construct and test two AP1000 Nuclear Power Plants and related
facilities, structures and improvements known as Units 2 and 3 located at the V.C. Summer station in Jenkinsville, South Carolina, and
owned by Owners (the “Project”);


WHEREAS, pursuant to the EPC Agreement, S&W furnished to Owners a Corporate Guarantee dated and effective as of May
23, 2008 and issued and executed by S&W’s then-ultimate holding corporation, The Shaw Group, Inc. (“Shaw Group”) (as amended or
supplemented, the “S&W Parent Guarantee”);


WHEREAS, thereafter, in connection with the acquisition by CB&I of Shaw Group, CB&I executed and furnished to Owners a
Corporate Guarantee dated April 29, 2013 (the “CB&I Guarantee”), which replaced the S&W Parent Guarantee;


WHEREAS, Contractor has submitted various notices of Change and Change Dispute Notices pursuant to the EPC Agreement
that remain unresolved and various commercial issues, Change Disputes and Claims (as defined in the EPC Agreement) are pending
under the EPC Agreement (collectively, “EPC Claims”);


WHEREAS, simultaneously with the execution and delivery of this Mutual Release, Owners and Westinghouse are entering
into a binding Settlement and Release Agreement (the “Settlement Agreement”), with respect to, among other things, the EPC Claims;


WHEREAS, Westinghouse, S&W, an affiliate of Westinghouse (“Purchaser”), and CB&I are entering into a Purchase
Agreement pursuant to which, among other things, Purchaser will purchase all of the outstanding capital stock of S&W; and


WHEREAS, effective upon the Effective Time (as defined in Paragraph 3), Owners and CB&I agree to release one another
from any and all past, current and future duties, obligations, claims and liabilities arising out of or related to the EPC Claims, the EPC
Agreement, the Project, the S&W Parent Guarantee and the CB&I Guarantee.
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NOW, THEREFORE, in consideration of the recitals and the mutual promises, covenants and agreements contained in the
Settlement Agreement and herein, and for other good and valuable consideration, the receipt, adequacy and sufficiency of which are
hereby acknowledged, Owners and CB&I mutually, release one another as follows.


RELEASE


1.    Effective upon the Effective Time, Owners, for themselves and their respective officers, agents, directors, partners, managing
members, stockholders, owners, employees, attorneys, advisors, representatives, insurers, sureties, predecessors, successors, assigns,
parents, subsidiaries and affiliated entities, heirs, executors and administrators (collectively, the “Owner Releasing Parties”) and each of
them, hereby unconditionally and irrevocably fully release, forever discharge and covenant not to sue, except for the Excepted Party as
defined in Paragraph 2 hereof, CB&I and its past, present, and future officers, agents, directors, partners, managing members,
stockholders, owners, employees, attorneys, advisors, representatives, insurers, sureties, predecessors, successors, assigns, parents,
subsidiaries, and affiliated entities, heirs, executors and administrators (collectively, the “CB&I Released Parties”), and each of them,
from any and all manner of actions, controversies, suits, matters, liens, rights, liabilities, losses, debts, dues, damages, claims,
guarantees, warranties, judgments, bonds, executions, obligations, accounts, fines, regulatory penalties (whether civil or criminal), costs
and expenses (including attorneys’ fees) and demands (collectively, “Claims/Obligations”) of every nature, kind and description
whatsoever in law or in equity, whether known or unknown, or whether suspected or unsuspected, or whether matured or un-matured,
whether liquidated or unliquidated, under any theory, including joint and several liability, which Owners had, now have, or hereafter
can, shall or may have against CB&I or any of the other CB&I Released Parties arising out of any manner or event relating to, or
otherwise in connection with or concerning, the EPC Claims, the EPC Agreement, the Project, the S&W Parent Guarantee and the CB&I
Guarantee.


2.        This Mutual Release is not in favor, and does not inure to the benefit, of S&W (being referred to herein as the “Excepted Party”)
and it being understood and acknowledged that any release in favor of S&W is solely as set forth in the Settlement Agreement. Except
for the Excepted Party as defined in Paragraph 1 hereof, effective upon the Effective Time, CB&I, for itself and its respective officers,
agents, directors, partners, managing members, stockholders, owners, employees, attorneys, advisors, representatives, insurers, sureties,
predecessors, successors, assigns, parents, subsidiaries and affiliated entities (but only to the extent any such subsidiary or affiliated
entity is a subsidiary or affiliated entity after the Effective Time), heirs, executors and administrators (collectively, the “CB&I Releasing
Parties”) and each of them, hereby unconditionally and irrevocably fully release, forever discharge and covenant not to sue, Owners
and their past, present, and future officers, agents, directors, partners, managing members, stockholders, owners, employees, attorneys,
advisors, representatives, insurers, sureties, predecessors, successors, assigns, parents, subsidiaries, and affiliated entities, heirs,
executors and administrators (collectively, the “Owners Released Parties”), and each of them, from any and all manner of actions,
controversies, suits, matters, liens, rights, liabilities, losses, debts, dues, damages, claims, guarantees, warranties, judgments, bonds,
executions, obligations, accounts, fines, regulatory penalties (whether civil or criminal), costs and expenses (including
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attorneys’ fees) and demands (collectively, “Claims/Obligations”) of every nature, kind and description whatsoever in law or in equity,
whether known or unknown, or whether suspected or unsuspected, or whether matured or un-matured, whether liquidated or
unliquidated, under any theory, including joint and several liability, which CB&I had, now have, or hereafter can, shall or may have
against Owners or any of the other Owners Released Parties arising out of any manner or event relating to, or otherwise in connection
with or concerning, the EPC Claims, the EPC Agreement, the Project, the S&W Parent Guarantee and the CB&I Guarantee.


3.    This Mutual Release does not release any rights of S&W, the Excepted Party, it being understood and acknowledged that any
release by S&W is solely as set forth in the Settlement Agreement.


4.        Westinghouse and Owners have agreed that the Settlement Agreement will automatically become effective upon the closing of
the purchase by Westinghouse or an affiliate of Westinghouse of all of the outstanding capital stock of S&W (such time of closing, the
“Effective Time”).


5.    This Mutual Release and the application and interpretation thereof shall be governed exclusively by the laws of the State of New
York without regard to conflicts of laws principles.


6.    This Mutual Release shall be fully binding upon each Owner, CB&I and their respective legal representatives, successors and
assigns.


7.    The releases contemplated by Section 1 and 2 are intended to be as broad as permitted by law, provided that nothing in Section 1
or 2 shall apply to any action by any releasee to enforce the rights and obligations imposed by this Mutual Release. Without limiting the
foregoing, for the avoidance of doubt, the releases contemplated by Section 1 and 2 are intended to, and do, extinguish suspected,
unmatured, unliquidated and unknown Claims/Obligations even if, confirmation, maturation or knowledge of those Claims/Obligations
on the date hereof would have affected the decision to enter into this Mutual Release. The release of suspected, unmatured, unliquidated
or unknown Claims/Obligations was separately bargained for and was a key element of this Mutual Release, relied upon by each party
in entering this Mutual Release. The Owner Releasing Parties and the CB&I Releasing Parties shall be deemed to have, and by
execution of this Mutual Release shall have, expressly waived and relinquished, to the fullest extent permitted by law, any rights or
benefits they may have under state law, federal law, foreign law or common law that may have the effect of limiting the release set forth
in Section 1, including any rights or benefits conferred by Section 1542 of the California Civil Code or any provision similar,
comparable or equivalent to Section 1542 or successor provision to Section 1542 of the California Civil Code, which provides that: A
GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN
HIS FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM MUST HAVE MATERIALLY
AFFECTED HIS SETTLEMENT WITH THE DEBTOR.
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8.        Each of the persons executing this Mutual Release on behalf of its respective principals warrants that he or she is legally entitled
to enter into this Mutual Release and release the CB&I Released Parties and the Owner Released Parties from every claim and liability,
whether potential or actual, herein referred to, and that he or she has the authority to bind his or her respective principals and has full
authority to enter into this Mutual Release.


9.    Owners and CB&I acknowledge and represent that they have each relied solely upon facts obtained from their own independent
investigations in executing this Mutual Release and that they each have not relied upon any statements or representations of any nature
from the parties to the Settlement Agreement or any other individuals or entities, or such other parties’, individuals’ or entities’ attorneys
or representatives. Each Owner and CB&I represent that they have had sufficient opportunity to consult their own legal counsel with
regard to the negotiation and preparation, as well as the scope and effect, of this Mutual Release.


10.    Owners and CB&I agree to execute any further documents necessary and take such other actions as to effectuate this Mutual
Release.


11.        This Mutual Release may be executed in counterparts, each of which shall be deemed an original and all of which together
shall constitute one and the same instrument.


IN WITNESS WHEREOF, Owners and CB&I execute this Release by their duly authorized representatives.


South Carolina Electric & Gas Company        
for itself and as agent for the South Carolina Public Service Authority


By /s/Kevin B. Marsh         


Title Chairman & CEO                


Date October 27, 2015                      


Chicago Bridge & Iron Company N.V.
        


By /s/Richard E. Chandler, Jr.


Title EVP, Chief Legal Officer & Secretary


Date October 27, 2015    
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MUTUAL RELEASE


This Mutual Release is entered into this 27th day of October, 2015, and becomes effective as described herein, by and among
Westinghouse Electric Company LLC, a Delaware limited liability company having a place of business in Cranberry, Pennsylvania
(“Westinghouse”), CB&I Stone & Webster, Inc., a Louisiana corporation with a place of business in Charlotte, North Carolina
(“S&W”), and South Carolina Electric & Gas Company (“SCE&G”), for itself and as agent for the South Carolina Public Service
Authority, a body corporate and politic created by the laws of South Carolina (“Santee Cooper”) (collectively “Owners”).
Westinghouse, S&W and Owners may be referred to individually as “Party” or collectively as “Parties.”


RECITALS


WHEREAS, Owners and a consortium consisting of Westinghouse and S&W (collectively “Contractor”) entered into an
Engineering, Procurement and Construction Agreement on May 23, 2008 (“EPC Agreement”) pursuant to which Contractor agreed to
design and construct two new nuclear electrical generating units known as V.C. Summer Units 2 and 3 (the “Units”) located at the V.C.
Summer Nuclear Generating Station in Jenkinsville, South Carolina (the “Project”);


WHEREAS, Contractor has submitted various notices of Change and Change Dispute Notices pursuant to the EPC Agreement
that remain unresolved and various commercial issues, Change Disputes and Claims (as defined in the EPC Agreement) are pending
under the EPC Agreement (collectively, “EPC Claims”);


WHEREAS, Owners and Westinghouse are entering into a binding Amendment Agreement (“October 2015 Amendment”) with
respect to, among other things, the EPC Claims;


WHEREAS, a Westinghouse affiliate, Chicago Bridge & Iron Company N.V. (“CB&I”), and S&W are entering into a Stock
Purchase Agreement pursuant to which, among other things, Westinghouse or an affiliate of Westinghouse will purchase all of the
outstanding capital stock of S&W (the “SPA”);


WHEREAS, upon the execution the SPA, Westinghouse shall execute this Mutual Release on its own behalf, and upon the
consummation of the SPA (the “Effective Time”) shall cause S&W to execute this Mutual Release on behalf of S&W; and


WHEREAS, upon execution of this Mutual Release by Westinghouse and S&W, this Mutual Release shall become effective as
of the Effective Time, and in the event the SPA is not consummated, this Mutual Release shall not become effective and shall be null
and void in all respects.
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NOW, THEREFORE, in consideration of the recitals and the mutual promises, covenants and agreements contained in the
October 2015 Amendment and herein, and for other good and valuable consideration, the receipt, adequacy and sufficiency of which
are hereby acknowledged, Owners, Westinghouse and S&W hereby provide mutual releases as follows.


RELEASE


1.      Except as otherwise provided in the October 2015 Amendment (including Exhibit C to the October 2015
Amendment), upon the Effective Time, Owners, for themselves and their respective officers, agents, directors, partners, managing
members, stockholders, owners, employees, attorneys, advisors, representatives, insurers, sureties, predecessors, successors, assigns,
parents, subsidiaries and affiliated corporations, heirs, executors and administrators and each of them, hereby unconditionally and
irrevocably fully release, forever discharge and covenant not to sue Westinghouse, S&W and their past, present, and future officers,
agents, directors, partners, managing members, stockholders, owners, employees, attorneys, advisors, representatives, insurers, sureties,
predecessors, successors, assigns, parents, subsidiaries, and affiliated corporations, and each of them, from any and all manner of
actions, controversies, suits, liens, losses, debts, dues, damages, claims, attorney fees, guarantees, warranties, judgments, bonds,
executions and demands of every nature, kind and description whatsoever in law or in equity, whether known or unknown, or whether
suspected or unsuspected, or whether matured or unmatured, whether liquidated or unliquidated, under any theory, including joint and
several liability, which Owners had, now have, or hereafter can, shall or may have against Westinghouse and/or S&W for any events or
circumstances occurring as of the Effective Time and arising out of any manner or event relating to, or otherwise in connection with or
concerning, the EPC Claims, the EPC Agreement and the Project.


2. Except as otherwise provided in the October 2015 Amendment (including Exhibit C to the October 2015 Amendment),
upon the Effective Time, Westinghouse and S&W, for themselves and their respective officers, agents, directors, partners, managing
members, stockholders, owners, employees, attorneys, advisors, representatives, insurers, sureties, predecessors, successors, assigns,
parents, subsidiaries and affiliated corporations, heirs, executors and administrators and each of them, hereby unconditionally and
irrevocably fully release, forever discharge and covenant not to sue Owners and their past, present, and future officers, agents,
directors, partners, managing members, stockholders, owners, employees, attorneys, advisors, representatives, insurers, sureties,
predecessors, successors, assigns, parents, subsidiaries, and affiliated corporations, and each of them, from any and all manner of
actions, controversies, suits, liens, losses, debts, dues, damages, claims, attorney fees, guarantees, warranties, judgments, bonds,
executions and demands of every nature, kind and description whatsoever in law or in equity, whether known or unknown, or whether
suspected or unsuspected, or whether matured or unmatured, whether liquidated or unliquidated, under any theory, including joint and
several liability, which Westinghouse and/or S&W had, now have, or hereafter can, shall or may have against Owners for any events or
circumstances occurring as of the Effective Time and arising out of any manner or event relating to, or otherwise in connection with or
concerning, the EPC Claims, the EPC Agreement and the Project.
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3.    This Mutual Release and the application and interpretation thereof shall be governed exclusively by the laws of the State of
New York without regard to conflicts of laws principles.


4.    This Mutual Release shall be fully binding upon Owners, Westinghouse and S&W and their respective legal representatives,
successors and assigns.


5.    Each of the persons executing this Mutual Release on behalf of their respective principals warrants that he or she is legally
entitled to enter into this Mutual Release and release every claim and liability, whether potential or actual, herein referred to, and that he
or she has the authority to bind his or her respective principals and has full authority to enter into this Mutual Release.


6.    Owners, Westinghouse and S&W acknowledge and represent that each has had sufficient opportunity to consult its own
legal counsel with regard to the negotiation and preparation, as well as the scope and effect, of this Mutual Release.


7.    Owners, Westinghouse and S&W agree to execute any further documents necessary and take such other actions as to
effectuate this Mutual Release.


8.    This Mutual Release may be executed in counterparts, each of which shall be deemed an original and all of which together
shall constitute one and the same instrument.


IN WITNESS WHEREOF, the Parties execute this Mutual Release by their duly authorized representatives.


        


Westinghouse Electric Company LLC  CB&I Stone & Webster, Inc.
By /s/Danny Roderick  By  


Title President & Chief Executive Officer  Title  


Date October 27, 2015  Date  


South Carolina Electric & Gas Company        
for itself and as agent for the South
Carolina Public Service Authority


By /s/Kevin B. Marsh
Title Chairman & CEO
Date October 27, 2015
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Exhibit 12.01


COMPUTATION OF RATIOS
September 30, 2015


RATIO OF EARNINGS TO FIXED CHARGES


SCANA:  
Nine Months Ended
September 30, 2015


 Twelve Months
Ended September


30, 2015


 Years ended December 31,


Dollars in Millions    2014 2013 2012 2011 2010


Fixed Charges as defined:           
Interest on debt  $243.9  $324.5  $318.2 $305.9 $301.3 $287.0 $270.4
Amortization of debt premium, discount and


expense (net)  3.6  7.4  9.7 5.3 4.9 4.8 5.1
Interest component on rentals  2.8  3.9  4.1 4.9 4.9 5.2 4.6
Total Fixed Charges (A)  $250.3  $335.8  $332.0 $316.1 $311.1 $297.0 $280.1


Earnings as defined:           
Pretax income from continuing operations  $997.9  $1,152.6  $786.0 $693.8 $601.6 $555.6 $535.4
Total fixed charges above  250.3  335.8  332.0 316.1 311.1 297.0 280.1
Pretax equity in (earnings) losses of investees  0.5  0.0  (1.4) (3.2) (3.3) (2.9) (1.1)
Cash distributions from equity investees  3.0  6.0  7.4 9.6 3.3 3.6 4.8
Total Earnings (B)  $1,251.7  $1,494.4  $1,124.0 $1016.3 $912.7 $853.3 $819.2


Ratio of Earnings to Fixed Charges (B/A)  5.00  4.45  3.39 3.22 2.93 2.87 2.92


SCE&G:  
Nine Months Ended
September 30, 2015


 Twelve Months
Ended September


30, 2015


 Years ended December 31,


Dollars in Millions    2014 2013 2012 2011 2010


Fixed Charges as defined:           
Interest on debt  $191.6  $252.2  $237.6 $226.4 $217.4 $207.8 $192.4
Amortization of debt premium, discount and


expense (net)  2.8  3.9  4.4 4.2 3.9 3.9 4.0
Interest component on rentals  3.1  4.2  4.0 4.5 3.2 3.6 3.1
Total Fixed Charges (A)  $197.5  $260.3  $246.0 $235.1 $224.5 $215.3 $199.5


Earnings as defined:           
Pretax income from continuing operations  $600.9  $715.6  $676.0 $579.7 $509.5 $456.5 $433.6
Total fixed charges above  197.5  260.3  246.0 235.1 224.5 215.3 199.5
Pretax equity in (earnings) losses of investees  3.8  5.0  5.3 3.5 3.8 2.3 2.1
Total Earnings (B)  $802.2  $980.9  $927.3 $818.3 $737.8 $674.1 $635.2


Ratio of Earnings to Fixed Charges (B/A)  4.06  3.77  3.77 3.48 3.29 3.13 3.18
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Exhibit 31.01


CERTIFICATION
 


I, Kevin B. Marsh, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of SCANA Corporation;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light


of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,


results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-


15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;


 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide


reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;


 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the


disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and


5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing the equivalent function):


 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to


adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 


(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.


 


Date: November 6, 2015  
   /s/Kevin B. Marsh
   Kevin B. Marsh
   Chairman of the Board, President, Chief Executive Officer and
   Chief Operating Officer
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Exhibit 31.02
 


CERTIFICATION
 


I, Jimmy E. Addison, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of SCANA Corporation;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light


of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,


results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-


15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;


 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide


reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;


 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the


disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and


 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors


and the audit committee of the registrant’s board of directors (or persons performing the equivalent function):
 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and


 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial


reporting.
 


Date: November 6, 2015  
  
   /s/Jimmy E. Addison
   Jimmy E. Addison
   Executive Vice President and Chief Financial Officer


 


Source: SOUTH CAROLINA ELECTRIC & GAS CO, 10-Q, November 06, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.







Exhibit 31.03
CERTIFICATION


 
I, Kevin B. Marsh, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of South Carolina Electric & Gas Company;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light


of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,


results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-


15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;


 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide


reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;


 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the


disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and


 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors


and the audit committee of the registrant’s board of directors (or persons performing the equivalent function):
 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and


 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial


reporting.
 


Date: November 6, 2015  
    /s/Kevin B. Marsh
    Kevin B. Marsh
    Chairman of the Board and Chief Executive Officer


 


Source: SOUTH CAROLINA ELECTRIC & GAS CO, 10-Q, November 06, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.







Exhibit 31.04


CERTIFICATION
 


I, Jimmy E. Addison, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of South Carolina Electric & Gas Company;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light


of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,


results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-


15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;


 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide


reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;


 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the


disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and


 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors


and the audit committee of the registrant’s board of directors (or persons performing the equivalent function):
 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and


 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial


reporting.
 


Date: November 6, 2015  
   /s/Jimmy E. Addison
   Jimmy E. Addison
   Executive Vice President and Chief Financial Officer


Source: SOUTH CAROLINA ELECTRIC & GAS CO, 10-Q, November 06, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.







Exhibit 32.01 
CERTIFICATION PURSUANT TO


18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO


SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 


In connection with the Quarterly Report of SCANA Corporation (the “Company”) on Form 10-Q for the quarter ended September 30, 2015 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), we certify pursuant to 18 U.S.C. ss. 1350, as adopted pursuant to ss. 906 of the Sarbanes-Oxley Act of 2002, that:


(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and


(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


Date: November 6, 2015   
   
   
/s/Kevin B. Marsh  /s/Jimmy E. Addison
Kevin B. Marsh  Jimmy E. Addison
Chairman of the Board, President, Chief Executive Officer  Executive Vice President and Chief Financial Officer
and Chief Operating Officer   


 
 


 


Source: SOUTH CAROLINA ELECTRIC & GAS CO, 10-Q, November 06, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.







Exhibit 32.02
 


CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


 
In connection with the Quarterly Report of South Carolina Electric & Gas Company (the “Company”) on Form 10-Q for the quarter ended September 30, 2015 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), we certify pursuant to 18 U.S.C. ss. 1350, as adopted pursuant to ss. 906 of the Sarbanes-Oxley Act of
2002, that:


(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and


(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


Date: November 6, 2015   
   
   
/s/Kevin B. Marsh  /s/Jimmy E. Addison
Kevin B. Marsh  Jimmy E. Addison
Chairman of the Board and Chief Executive Officer  Executive Vice President and Chief Financial Officer


 


Source: SOUTH CAROLINA ELECTRIC & GAS CO, 10-Q, November 06, 2015 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.
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