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Business Overview
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— Approximately 660,000 electric and 309,000 = jj
gas customers as of 9/30/10 hfﬁ. '

— Year over year customer growth as of ; \/V/g
September 2010: approximately 1% for both \\/ —

electric and gas

— 23 generating facilities totaling 5,638MW
generating capacity \ a

— Top quartile safety record within SEE ; Electric & Natural Gas

— 2 LNG plants with 1,880 MMCF of storage
) . CGT Pipeline System
. PSNC K

— Approximately 468,000 customers as of 9/30/10 -— 79 AR OLY)

— Year over year customer growth as of
September 2010 of approximately 1.6% EPS — 2009FY Total Assets — 12/31/09
« CGTC

— Nearly 1,500 miles of transmission pipeline

* Non-regulated businesses
— Retail Gas Marketing (GA), Energy Marketing,
Communications and ServiceCare

96%

94%

I Regulated Non-Regulated

Cscann.
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Capital Structure

SOUTH CAROLINA ELECTRIC & GAS COMPANY
Regulatory Capitalization Ratios For Electric Operations

6/30/2010
($ in Millions) Embedded Weighted Average
Amount Ratio Costs Cost Of Capital
Long-Term Debt $2,865 46.3% 5.9% 2.73%
Common Equity $3,322 53.7% 10.7% 5.74%
Total Capitalization _$6,187 100.0% 8.48%
Embedded Long-Term Debt Cost
11.00%
10.00%
9.00%
8.00% —
7.00% — \\
6.00%
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Actual ROE vs. Allowed ROE

13.00% -
12.50% -

12.00% - \

11.50% -

11.00% -\ \ \

10.50% -

10.00% - _

9.50% - \ \

9.00% - '
8.50% - Jasper Plant "

ROE Shortfall

8.00% - T&D and
2 50% - Property Taxes ——
7.00% - Property
6.50% - Taxes
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= Aclual ROE = Allowed ROE

*Retail as adjusted before requested increase or settlement adjustments ( SC. AN/
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Drivers of Recent Rate Case Application

B Mandates:
¢ Environmental
® Property Taxes

B System Reliability:
e Tree Trimming
e Plant Maintenance

m Customer Growth:
e T & D System Expansion

H Other






Rate Case Drivers

e Capital Investment

e O&M Expenses

e Government Mandates

e Financing and Cost of Capital





Factors Critical To Our Success

e Reliability

o Safety

e Excellent Customer Service





Capital Investment

Reliability
e QOur capital budget for future projects is based on

maintaining the reliability of our system including

required maintenance schedules:
Historical CAPEX for Reliability

120,000,000

— Fossil/Hydro

100,000,000
— Nuclear 80,000,000
— Transmission  eoooo0w
. . . 40,000,000
— Distribution
20,000,000
B 2 S\l 2 P
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Capital Investment

, , Environmental
e We also budget for installation, 300,000,000

upgrades and maintenance of

major environmental equipment to ;54000000
comply with mandated rules and
limits imposed by EPA and SC
DHEC.

* SCR at Cope Station —
approximately S70M

150,000,000

e Williams Scrubber —
approximately $250M

100,000,000

e Wateree Scrubber —
approximately $278M

e New Dam — approximately

S78M (net of tax credits — -
gross cost of S333M) R 4 -&“9*; @"J

*Per 2009 10-K “d

http://www.scana.com/NR/rdonlyres/40FE6283-
D1C3—4560—804A-367OFOF7C22B/0/200910K.pd! sa“m‘ﬁJ




http://www.scana.com/NR/rdonlyres/40FE6283-D1C3-4560-804A-3670F0F7C22B/0/200910K.pdf

http://www.scana.com/NR/rdonlyres/40FE6283-D1C3-4560-804A-3670F0F7C22B/0/200910K.pdf








O&M Expenses

Maintenance

 Turbine & Generator Related Equipment

— Structured Approach
e OEM recommendations
e Perform turbine valve inspections every 3 years
 HP/IP turbine/generator inspections every 6 years.
e Also based on “Run Time” and # of “Starts”.

17 ok For Livine N





Major Maintenance Accrual

35,000,000

30,000,000 \\

25,000,000 \

20,000,000 4/\\

e = —— ——a—a

15,000,000 9—Projected Expenses
/ \ \/ —#—Approved Accrual

10,000,000 { v

5,000,000

2010 2011 2012 2013 2014 2015 2016 2017 2018

e Previously approved in Commission Order 2005-2
http://dms.psc.sc.gov/pdf/orders/4DB74F70-0E91-F9ED-0DC26228E5A6A520.pdf

— Levelize the major maintenance costs of turbines at generating facilities over 8 years
— Actual costs were not significantly different from estimates used to establish the accrual

* Received an increase in the accrual in the most recent rate case
— Extended through 2018
— Important due to more intense usage of combined cycle plants (low gas prices)
— Inclusion of Williams Station turbine
— Aging generating fleet

* Levelizes costs to customers | ¢ SC.ANY/A.

12 Power For LIVING v




http://dms.psc.sc.gov/pdf/orders/4DB74F70-0E91-F9ED-0DC26228E5A6A520.pdf



SCE&G Tree Trimming 2009 Work

SAIDI Improvement

90.00%
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Tree Trimming

Currently approved amount
in rates - $13,200,000

February 2009 — Order
Number 2009-87

http://dms.psc.sc.gov/pdf/orders/B8B40772-AD09-

48CC-E77E44CE007194EA.pdf

— Authorization to withdraw
$9,000,000 from storm
reserve during 2008 — 2009
time period for additional
tree trimming

December 2009 — Order
Number 2009-845

http://dms.psc.sc.gov/pdf/orders/69B70764-CA34-

B2A9-73F07C95CFCC8BF4.pdf
— Authorization to withdraw
$6,800,000 from storm
reserve during 2010 for
additional tree trimming

$22,500,000

$21,500,000

$20,500,000

$19,500,000

$18,500,000

$17,500,000

$16,500,000

$15,500,000 -

$14,500,000 -

$13,500,000 -

$12,500,000

ﬁvered

/o

2008 Actual

Actual & Forecast

2009 Actual 2010 Forecast

Approved Amount (Rates)




http://dms.psc.sc.gov/pdf/orders/B8B40772-AD09-48CC-E77E44CE007194EA.pdf

http://dms.psc.sc.gov/pdf/orders/B8B40772-AD09-48CC-E77E44CE007194EA.pdf

http://dms.psc.sc.gov/pdf/orders/69B70764-CA34-B2A9-73F07C95CFCC8BF4.pdf

http://dms.psc.sc.gov/pdf/orders/69B70764-CA34-B2A9-73F07C95CFCC8BF4.pdf



Government Mandates

 Environmental Projects (previously addressed)
* Property Taxes

— More fixed assets (tax base)
— Shift to business from residential

e SC ranked 1%t in the nation for business property taxes
(Manufacturing/Utilities)

e SC ranked 47% in the nation for residential property
taxes for median home values (Homeowners)

1 = Highest 50 = Lowest
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Wall Street “SCANA Perspective”

e Senior management meets regularly with Wall Street (equity and fixed
income analysts)
* Presentations at industry conferences
* Analysts Day

e Discussions center around their perceptions and interest about the
Company, its financial position, capital markets and the utility industry

e The “Street’s” view of SCE&G is critical as they prepare research
reports that influence our securities

e Most recent meetings were at the BAML Conference in September
* Met with 10 fixed income analysts
* Met with 20 equity analysts (mostly one-on-ones)
* Presented our NND strategy during a panel discussion

6 TR For Livine N





Wall Street “From Street Perspective”

Equity Investor Perspective

 When investors believe that the return they are offered is too low
in light of the risk involved, they will either:

e Sell their stock or .l, y
Stock Price
* Not purchase the stock

“When a utility has to go to the equity markets to obtain capital, a
low stock price requires it to issue more shares of stock to obtain
the same amount of money than it would have received for fewer
shares if the per share price had been higher. The resulting
increase in the number of shares outstanding requires more
dollars to be expended toward dividends, resulting in less retained
earnings for reinvestment in the company.” Julie M. Cannell,
President — J.M. Cannell, Inc.

iz T ok For Livine N





Wall Street “From Street Perspective” Continued...

Rating Agency Perspective

e When Moody’s Investors Service, Standard & Poor’s, or Fitch
Ratings believe that the utility’s revenues will be diminished or
operating expenses increase due to adverse business
decisions, those rating agencies could lower their credit
ratings for the utility, which would raise the cost of debt.

18





South Carolina Electric & Gas

Senior Secured (First Mortgage Bonds)

19

AAA
AA
A+

BBB+
BBB
BBB-

Latest Rating Activity: 10/19/10

Moody’s S&P
/~  Aaa AAA
Aa AA
Al A+
Investment .< A2 — A
Grade A3 — A
Baal BBB+
Baa2 BBB
Baa3 BBB-
\—
—
Ba BB
Speculative B B
Grade << Caa CcC
(“junk”) Ca cc
C C
N—
Outlook Negative Stable

CCC

C

Stable
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New Nuclear CWIP

New Nuclear Capex
SCE&G Share (Millions of S in Future Value)

$1,050 -

$900

$750

$600

$450

Capital Expenditures

$300

$150

s | R

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
= AFUDC ® Transmission Plant Cost = New Nuclear Plant Cost

Note: As filed in Quarterly Report 8/16/10
http://dms.psc.sc.gov/pdf/matters/80705660-A092-8ECO-0FE37CD5957F9D3D.pdf

Cscann.
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http://dms.psc.sc.gov/pdf/matters/80705660-A092-8EC0-0FE37CD5957F9D3D.pdf



Financing Plan 2010 -2012 Estimated

&0 e 2010 Est 2011 Est
Debt
Refinancings:
SCANA - $300
SCE&G - 150
PSNC - 150
New Issues:
SCE&G - 250
PSNC 100 \/ -
Total Debt $100 $850
Equity
401(k)/DRP 90 95
I_Additional (estimated) 150 150
Total Equit $240 $245

I : Forward offering of equity completed the equity needs for 2010 and 2011

/ Complete

21

$250

600

$850

100

150

$250





Current Credit Facilities (SMM)

SCE&G SCFC PSNC SCANA Total -
ota Proposed New Facility

Note: $1.1 Billion Credit Facility expires December 2011, plan to renew in 2010

22 Power For LIVING :





Exercise
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Example of Rate of Return Calculation

OPERATING REVENUES

Operating Expenses:
O&M Expenses — Fuel & Non Fuel
Depreciation & Amortization
Taxes Other Than Income Taxes
Income Taxes

TOTAL OPERATING EXPENSES

OPERATING RETURN (OR)

RATE BASE:
Plant In Service
Less Reserve for Depreciation
Net Plant
Construction Work in Progress
Deferred Debits/Credits:
Post Employment Benefits
Major Maintenance Accrual
Storm Damage Reserve
Fuel Inventory / Material & Supplies Inventory
Working Capital
Deferred Income Taxes
TOTAL RATE BASE (RB)

RATE OF RETURN (ROR)
24

2,142,853

1,269,719
244,109
138,977
121,166

1,773,971

368,882

7,762,108
2,929,422
4,832,686

849,470

(81,893)
(958)
(31,289)
310,805
59,956

(688,893)
5,249,884

7.03%

A

B

OR=A-B
D

E

F=D-E

RB

ROR= OR/ RB





Exercise - Build the Rate of Return From the Following Data:

* Plant In Service 50,000
* QOperating Revenues 12,000
* |ncome Taxes 1,500
* QOperation & Maintenance Expenses 6,000
* Depreciation Expense 1,400
* Reserve For Depreciation 10,000
e CWIP 8,500
e Fuel and Other Inventory 300
e Deferred Income Taxes (500)

25 T ok For Livine :





I
Operating revenues

O&M Expenses 6,000
Depreciation Expense 1,400
Income Taxes 1,500
Total Expenses 8,900

Operating Return 3,100

Rate Base
Plant In Service

Less Depreciation Reserve
Total Net Plant

CWIP8,500

Fuel & Other Inventory 300
Deferred Income Taxes 500
Total Rate Base 48,300

12,000

50,000
10,000
40,000

RATE OF RETURN 6.42% (3,100/48,300)

26
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Rate of Return Calculation Worksheet

555

Operating Revenues

Operating Expenses

Total Operating Expenses

Operating Return

Rate Base

Less

Total Net Plant

Total Rate Base

RATE OF RETURN







Rate Case Drivers,
Capital Access, and
Cost Recovery Options
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Potential Rate Case Drivers

External Factors
Public Policy — Emerging Regulation — Technology
Economy — Customer Behavior — Fuel Prices

vy 3 3

Declining
sales
Funding -
Significant
Iarggsgte ‘ increase in
additions ‘ O&M costs
Create
need for
rate

increase





Large Rate Base Additions

e \When a significant utility investment is placed into
service, the utility must recover the costs of building and
operating that asset

e Costs include:
= Depreciation
= Taxes
= O&M
= Return on the invested capital

e Access to capital is essential to support required asset
additions





PEC Retail Rate Base (x 1M)

Retall Rate Base Growth

$9,000

$8,000

$7,000

$6,000

$5,000

$4,000

$3,000

$2,000

$1,000

$0

2009-2012E

7% Annual Growth

AN

—

~

2001-2009

3.3% Annual Growth

A

-~

2001

2009

2012E

*Drivers for rate base growth:
=Aging generation fleet

=Transmission & Distribution
(T&D) investments

*Environmental compliance —
enacted requirements

=New generation

*Potential future drivers for rate
base growth:

=Future generation

*Environmental compliance —
emerging regulation

*Industry regulations — emerging
*Nuclear extended life






Significant O&M Increases

e Emerging environmental regulation
* |ncluding NO,, SO,, Mercury, ash, water, carbon
emissions
e Emerging industry regulation
= Nuclear Regulatory Commission (NRC)

= North American Electric Reliability Corporation
(NERC)

= Renewable Energy Portfolio Standard
e Aging generating plants and T&D infrastructure

Utilities are facing significant O&M cost pressures






Declining Sales

® ECQnomiC downturn s 0 Residential Annual Usage per Customer
e Customer conservation 14.50
behavior 514.00
=
e New demand side 120
management and energy "
efficiency programs 20 T
30.000 Residential Customer Additions
Results in fewer sales |z 2o
over which to spread |z 2o
fixed costs 2 15,000
5 10,000
g 5,000
0

6 2005 2006 2007 2008 2009










Utility Model

AN
NP—
e






Access to Cost Effective Capital

e Provision of reliable, affordable service
= Qperate in a capital intensive industry
= QObligation to provide reliable, affordable service to
all customers in assigned service territory

e Ability to raise capital timely and at lowest reasonable
cost is important to meeting obligations

e Sources of capital
= Debt
= Common stock

e Utilities compete for capital





Expectations of Capital Stakeholders

Debt/Bond Holders

Common Stock/Equity
Investors

e Return of initial principal
e Receive interest payments

e Evaluate risk based on credit
ratings which drive interest cost

e Stable regulatory environment

Return expectations
Dividend expectation

Evaluate versus other equity
investment opportunities

Stable regulatory environment

Utilities must balance capital structure to optimize
total cost of, and consistent access, to capital

10





Regulatory Influence on Credit Ratings

Moody's Key Rating Factors - Regulated Utilities
Rating Factor Factor Weighting
Regulatory Framework 25%
Ability to Recover Costs and Earn Returns 25%
Diversification 10%
Financial Strength, Liquidity and Key Financial Metrics 40%
Source: Moody's Investors Service Regulatory Frameworks - Ratings and Credit Quality for Investor-Owned Utilities

Credit ratings

Regulators . )
influence up to Factors affect the ;?Cpeag ;“omceolgt
90% of the rating credit ratings offective debt

factors capital

11





End Result

e Regulatory environment directly impacts investor
confidence

e Investor confidence critical to timely access to capital at
lowest reasonable cost

- Financial strength — year after year

- Confidence in timely recovery of invested funds and
return on those investments

e Access to capital allows investment in utility assets to
meet obligation to provide reliable, affordable service

Invest
Investor Access to Capital in

Confidence Capital Utility Assets

Constructive
Regulatory
Environment

12
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Investor Perspective of General Rate Cases

e Financial community values timely recovery and
predictability

e Rate case uncertainty
= Length — protracted proceeding
= Cost and complexity

* Frequent rate cases required in a rising cost
environment

e Investors favor alternative cost recovery mechanisms

14





Alternative Cost Recovery Mechanisms

Alternative Recovery Examples*

e Pass through riders such as:
= Fuel clause rider
= Environmental cost
recovery
= Base rate adjustment
mechanisms such as:
= New plants in service
=  Nuclear CWIP
= Formula rates
= QOther

=)

Potential Impacts

Removes some of the market
uncertainty around the
regulatory process

Streamlines the process
Allows for timely cash recovery

Avoids full cost of service review
when rate increase driver is
clear and specific

* All of these mechanisms have either been enacted or are under

15 consideration by regulatory bodies in the southeast






Conclusion

Consistent access to cost effective capital is critical to
utility’s financial strength and ability to provide reliable,
affordable service

Investors and creditors strongly value a stable
regulatory environment

Utility industry is facing a likely period of rising capital
and expense requirements

e Alternative recovery models to general rate cases are

16

likely more efficient ways to address rising capital and
expense requirements
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Indicators That Drive Duke Energy Carolinas
to Seek Rate Relief

« Earned return on equity (ROE) below authorized levels

12.0%

11.0% N :
I Despite rate case and favorable

weather in 2010, sales volumes
10.0% - and other cost pressures result in
Duke Energy Carolinas earning

B below its allowed ROE.
9.0% / -
/ emmmAllowed ROE

e=g=mActual ROE

8.0%

7.0% Weather Adjusted ROE

Dec-09 Mar-10 Jun-10

« Cash requirements to fund infrastructure build
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@ Energy-

Capital Spending Plan for Carolinas

($ in millions)
2010E 2011E 2012E Cumulative

Cliffside $ 440 % 240 % 80 $ 760

CC / CT Additions - Carolinas 420 380 170 970

Nuclear Fuel 240 390 310 940

Lee Nuclear 60 30 20 110

Maintenance 1,090 1,060 1,110 3,260
Total Carolinas $ 2250 % 2,100 $ 1,690 $ 6,040

« SC allocation of costs ~25% or $1.5 hillion of the $6 billion total spend

 Maintenance spend includes:
- Transmission & Distribution maintenance and modernization (~$400 million per year)
« Fossil plant maintenance and outage costs (~$225 million per year)
« Remaining amount includes nuclear outages, NRC required enhancements addressing
tornado protection and electrical protection (HELB) at Oconee, and other projects needed to
maintain the electric system

« Does not include new or unknown federally mandated environmental compliance costs that will
likely be incurred
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High Level Review of Capital Structure

 Duke Energy Carolinas current credit ratings:
v Moody’s — Al (secured) and A3 (unsecured)
v S&P - A (secured) and A- (unsecured)

v" Outlook is stable at both rating agencies

« High investment-grade credit ratings provide
Duke Energy Carolinas with greater financial
flexibility, lower debt financing costs and greater
access to the capital markets

Capitalization Ratios

» Strong credit ratings are essential to being able
to raise debt capital on reasonable terms, under
different market conditions, to fund infrastructure
requirements and to refinance maturing debt

v" In June 2010, Duke Energy Carolinas issued $450
million in 4.30% 10-year first mortgage bonds
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Methods of Rate Relief Outside of a Rate Case

« Deferral of post in-service costs in between rate cases

« Riders for employee benefits, fuel stock and storms —
passthrough of certain defined costs is helpful

« Riders for modernization efforts or new federal
environmental rules or law

« Rate stabilization process:
v" Annual update, review and audit
v Validated by periodic full rate cases
v Transparent

v Minimizes large swings in rates
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Impacts of a Base Rate Case

« Significant time and cost burden on all parties:

v PSC
v ORS
v_Intervenors

v' The Company

« Uncertainty created by filing a large base rate case puts
an overhang on stock by Wall Street
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Constructive Relationship in South Carolina

 We value the constructive relationship we have

 We are focused on our customers and providing
affordable, reliable, and clean electricity

« Regulations, economic conditions/load growth and
modernization will drive costs to rise in the future

« We are committed to approaching cost recovery in an
efficient way that balances the needs of our customers
and our shareholders, and the role of our regulators
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