




Message from the Chainnan and 
the Executive Director 

The South Carolina State Ports Authority is 

pleased to report the completion of another success-

ful year in facilitating greater levels of international 

business for state and regional industries. Reflecting 

the growing emphasis on international business 

operations, South Carolina's ports recorded an 

increase of 3.05% in general Charleston tonnage in 

the 1992/93 fiscal year. Overall, almost 8.5 million 

tons of cargo, valued at more than $13 billion, 

moved through the port system during the period. 



While the nation 's ports as a whole registered 

"zero" growth in container operations during 1992/ 

93, the Port of Charleston continued to lead virtu

ally all North Atlantic, South Atlantic, and Gulf 

ports in containerized cargoes, retaining its "sec

ond only" position to the Port of New York/New 

Jersey. The Port of Georgetown enjoyed more than 

a million tons of cargo (unheard of until recent 

years), while the Port of Port Royal attracted some 

136,000 cargo tons, up from "zero" only a few 

short years ago. More than fifty (50) steamship lines 

called at these ports during 1992/93, providing 

cargo services to and from more than one hundred 

countries throughout the world. A number of new 

lines and services were added during the year, 

expanding our already impressive list of the 

world 's premier steamship lines. 
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Recognizing the key role being played in 

expanding international business opportunities for 

state and regional industries, the Ports Authority 

continued to emphasize its policy of forward 

planning and development of seaport facilities . The 

final construction phase of the world-famous 

Wando Terminal accelerated during 1992/93, 

reflecting a self-generated investment of more than 

$90 million. This project will be completed in 

October/November 1994, and will add much-

needed container handling capacity to the Port of 

Charleston. A large and well-regarded steamship 

line has committed to establishing operations 

within this new development. 

In the meantime, forward planning continues 

for future development of a major new port com-

plex on more than eight hundred (800) acres of 

land purchased this past year on Daniel Island, at a 

cost of $7 million. Navigation and land-access 

studies are already underway, essential to a plan-

ning schedule aimed at having new, state-of-the-art 

port facilities in place and available for use near 

the turn of the century. The commitment of the 

Ports Authority remains unaltered, to provide the 

most efficient and cost-effective port facilities 

possible, for use by state and regional industries in 

realizing their international business objectives. 

U.S. Army Corps of Engineers ' Waterways Experimental Station 
studies navigational improvements for the Daniel Island Terminal, 

as well as other harbor improvements. 



The Port of Charleston's ORION computer system 
is the most advanced in the industry. 

Administratively, the Authority continues its 

emphasis on operational productivity, providing 

first-class equipment, a highly motivated work 

force, and the most sophisticated computer and 

information management system in the industry. 

The net result of all this "people" effort is that 

South Carolina's ports are widely recognized as the 

most efficient in the nation, second to none in 

overall productivity. The Authority's leadership 

recognizes the importance of quality in today's 

highly competitive environment and will continue 

to maintain the leading edge in seaport technology. 



The Authority also fully recognizes the con

structive role it can play in South Carolina's overall 

economic development strategy. Recently, the 

Authority was extremely proud to be called upon 

by Governor Campbell and the State Development 

Board to assist in the location of a major German 

auto manufacturing company (BMW) in Greer, 

South Carolina. The Authority was able to make a 

$5 million cash contribution to the BMW incentive 

package, and also followed up by both acquiring 

and preparing a site for the manufacturing facility in 

Spartanburg County. Additionally, the Authority 

will provide the necessary port facilities at Charles

ton to enable BMW exports and imports following 

completion of their manufacturing plant. The 

Authority's participation in this project reflects its 

commitment to be an active and constructive team 

member in furthering the economic development 

of South Carolina. 

Construction progress at BMW site. 



The board and management of the Authority 

wishes to thank its employees and members of the 

private maritime community (steamship lines, 

stevedores, brokers and forwarders, pilots, tug 

operators, longshoremen, and many others) for the 

excellent spirit of cooperation which enables the 

ports of South Carolina to remain at the forefront in 

competitive port operations . We also appreciate 

the respect and close cooperation extended to 

the Authority by state officials and others in 

helping to get the job done. Finally, we are mind-

ful of the current distress within the Charleston 

community relative to the impending Naval Base 

closure, and pledge our best efforts in helping to 

mitigate economic damage to the community 

consequential to base closure. We will work with 

the BEST Committee in every possible way to be of 

assistance. 

Notwithstanding current national and interna-

tiona I economic problems,_ the Ports Authority 

looks forward to the future with confidence and 

enthusiasm, built upon a solid foundation of 

financial and operational success. 

Sincerely, 

Robert V. Royall, Jr. 
Chairman 

W. Don Welch 
Executive Director 
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\ Statement of Fiscal Accountability 

Financial data of the South Carolina State Ports Authority 
originates in its various functional areas. Ports Authority . 
management maintains an internal control structure 
designed to provide reasonable assurance that transactions 
are executed properly and in accordance with 
management's authorization, that the financial records are 
reliable for the purposes of preparing financial statements, 
and that assets are safeguarded from loss or unauthorized 
use. 

The concept of reasonable assurance is applied by 
weighing the costs of an internal control structure against 
the benefits to be derived. The internal control structure of 
the Ports Authority is supported by the selection, training, 
and development of qualified personnel; an appropriate 
segregation of duties; and the dissemination of written 
policies and procedures. Elements of the internal control 
structure of the Ports Authority are reviewed and evaluated 
on an ongoing basis by means of an Internal Audit 
Department, which is independent of the Authority's 
Finance Division and other functional areas. 

The Board of the Ports Authority maintains an Audit 
Committee which meets periodically with management, the 

Report of Independent Auditors 

Members of the Governing Board 
South Carolina State Ports Authority 

We have audited the balance sheet of the South Carolina 
State Ports Authority as of June 30, 1993, and the related 
statements of reinvested earnings and accumulated 
earnings reinvested in the business, and cash flows for the 
year then ended These financial statements are the 
responsibility of the South Carolina State Ports Authority's 
management Our responsibility is to express an opinion 
on these financial statements based on our audit The 
financial statements of the South Carolina State Ports 
Authority for the year ended June 30, 1992, were audited 
by other auditors whose report dated August 28, 1992, 
expressed an unqualified opinion on tbose statements. 

We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that 
we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of 
material misstatement An audit includes examining, on a 
test basis, evidence supporting the amounts and 
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internal auditors, and the independent auditors to review 
the scope and results of audit work. The internal auditors 
and the independent auditors have unrestricted access to 
the Audit Committee, without the presence of 
management, to discuss any matter. 

The Finance Division of the Ports Authority is responsible for 
the fair presentation and preparation of the financial 
statements, notes related thereto, and other financial 
information contained in this annual report The financial 
statements were prepared in conformity with generally 
accepted accounting principles, applying certain estimates 
and informed judgements as required The financial 
statements contained in this annual report have been 
audited by Ernst & Young, independent auditors, whose 
report appears below 

W. M. Lawrence 
Chief Financial Officer 

u. 

South Carolina State Ports Authority 

disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We 
believe that our audit provides a reasonable basis for our 
opinion. 

In our opinion, the 1993 financial statements referred to 
above present fairly, in all material respects, the financial 
position of the South Carolina State Ports Authority at June 
30, 1993, and the results of its operations and its cash flows 
for the year then ended in conformity with generally 
accepted accounting principles. 

t=yh 
Greenville, South Carolina 
August 20, 1993 



South Carolina State Ports Authority 
Balance Sheets 

Assets 
Current assets: 

Cash 
Operating funds invested by the State Treasurer 

Accounts receivable: 
Trade, less allowance for doubtful accounts of 

$416 (1993) and $721 (1992) 
Other 

Inventories 
Prepaid and other current assets 

Total current assets 

Assets restricted by revenue bond covenants 

Property and equipment, net 

Unamortized bond issue costs 

Total assets 

June 30 
f993 1992 

(In thousands) 

$ 1,654 $ 1,564 
3,002 5,476 

4,656 7,040 

7,529 7,329 
222 279 
897 956 
874 873 

14,178 16,477 

39,604 71,594 

289,522 221,658 

1,523 1,578 

$344,827 $311,307 
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Liabilities and capitalization 
Current liabilities payable from curren't assets: 

Accounts payable 
Accrued employee compensation and payroll-related 
_ withholdings and liabilities 

Total current liabilities payable from current assets 

Current liabilities payable from restricted assets: 
Current maturities of long-term debt 
Accounts payable, construction 
Retainage payable on construction contracts 
Accrued interest payable 

Total current liabilities payable from restricted assets 

Long-term debt 

Capitalization: 
Contributed capital 
Accumulated earnings reinvesteGl in the business 

Total capitalization 

Total liabilities and capitalization 

See accompanying notes. 

CD 

June 30 
1993 1992 

(In thousands) 

$ 1,265 $ 1,158 

2,106 1,878 

3,371 3,036 

2,050 425 
1,766 3,089 
3,580 1,268 
2,283 2,819 

9,679 7,601 

64,388 65,132 

176,244 148,768 
91,145 86,770 

267,389 . 235,538 

$344,827 $311,307 



South Carolina State Ports Authority 
Statements of Reinvested Earnings and Accumulated 
Earnings Reinvested in the Business 

Operating revenue 

Operating expenses: 
Direct operating expense 
Administrative expense 
Depreciation expense 

Operating earnings 

Nonoperating income (expense): 
Interest income 
Other income 
Interest expense 
Other expense 

Earnings reinvested in Port operations and facilities 
before extraordinary item 

Extraordinary item resulting from defeasance of series 
1982A and 1989 revenue bonds 

Reinvested earnings 

Accumulated earnings reinvested in the business 
at beginning of year 

Accumulated earnings-reinvested in the business 
at end of year 

See accompanying notes. 

$ 

June 30' 
1993 

(In thousands) 

45,335 

20,180 
9,922 

11,639 

41,741 

3,594 

643 
495 

(115) 
(242) 

' 781 

4,375 

4,375 

86,770 

$91,145 

1992 

$ 46,414 

19,430 
<1,326 

11,636 

40,392 

6,022 

1,425 
407 

(723) 
(553) 

556 

6,578 

(820) 

5,758 

81,012 

$86 770 

\ 



\ South Carolina State Ports Authority I 

Statements of Cash Flows I 

June 30 
1993 1992 

(In thousands) 

Operating activities 
Cash received from customers $ 45,496 $ 45,977 
Cash paid to suppliers and employees (30,011) (28,736) 
Other earnings, net 385 (92) 

Net cash provided by operating activities 15,870 17,149 

Investing activities 
Sale (purchase) of United States Treasury Bills I 61,628 (37,585) 
Purchase of other investment securities, net (33,610) (13,192) 
Interest on investments 3,557 3 092 

Net cash provided by (used in) investing activities 31,575 (47,685) 

Capital and related financing activities I 
Acquisition and construction of capital assets (78,228) (26,662) ' 
Increase in retainage and construction accounts payable 989 2,697 
Proceeds received in connection with issuance of 1991 

revenue bonds 64,633 
Proceeds from other borrowings ! 1,429 
Principal paid on revenue bonds (300) (24,420) 
Principal paid on other debt (248) (128) 
Interest paid on revenue bonds I (4,856) (1 ,854) 
Cash deposited into trust on defeasance of bonds I (566) I 

Interest paid on other debt (63) (66) 
Contributed capital by State 27,476 9,353 
Bond issuance costs - (1,612) 
Proceeds from sale of capital assets I - 57 

Net cash (used in) provided by capital and related 
financing activities (53,801) 21,432 

Net decrease in cash and cash equivalents ' (6,356) (9,104) I 

I 
I 

Cash and cash equivalents at beginning of year 
I 

I 
21,988 31 092 

Cash and cash equivalents at end of year 
.. 

$ 15,632 $ 21.988 ' 

CD 



South Carolina State Ports Authority 
Statements of Cash Flows (continued) 

Reconciliation of operating earnings to net cash 
provjded by operating activities 

Operating earnings 
Adjustments to reconcile operating earnings to 

net cash provided by operating activities: 
Other earnings, net 
Depreciation 
Reduction in carrying value of capital assets 
Provision for doubtful accounts 

Changes in operating assets and liabilities: 
Accounts receivable 
Inventories 
Prepaid and other current assets 
Accounts payable 
Payroll-related I iabi I ities 

Net cash provided by operating activities 

$ 

$ 

June 30 
1993 1992 

(In thousands) 

3,594 $ 6,022 

385 (92) 
11,639 11/636 

26 
36 30 

15,654 17,622 

(179) (438) 
59 (57) 

1 675 
107 (113) 
228 (540) 

216 (473) 

15,870 $ 17 149 

A reconciliation of cash and cash equivalents reflected in the statement of cash flows to the balance 
sheet is as follows (in thousands): 

Statement of 
Restricted Cash Flows 

Current Assets Assets Total 

Cash and cash equivalents at July 1, 1992 $7,040 $14,948 $21,988 
Net decrease (2 384) (3,972) (6)56) 

Cash and cash equivalents at June 30, 1993 $4 656 $10 976 $15 632 

Cash and cash equivalents are comprised of demand deposits and investments with an original maturity 
of three months or less and include cash and cash equivalents, as defined in Note 1, restricted by 
revenue bond covenants. 

Schedule of noncash capital and related 
financing activities 
Amortization and write-off of bond issue discount 

See accompanying notes. 

1993 

$ 55 

1992 
(In thousands) 

$ 296 

, ,.. 

< 
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South Carolina State Ports Authority 
Notes to Financial Statements 
June 30, 1993 

1 . Summary of Significant Accounting Policies 

Organization and Basis of Accounting 

The South Carolina State Ports Authority ("the Ports 
Authority") was created in 1942 by Act Number 626 
of the South Carolina General Assembly for the general 
purposes of developing and improving the harbors 
and seaports of Beaufort, Charleston and Georgetown 
for the handling of waterborne commerce, and to fos
ter and stimulate the shipment of freight and com
merce through these ports. The Ports Authority owns 
and is responsible for the operation of seven ocean 
terminals at the ports of Charleston, Georgetown and 
Port Royal. These facilities handle import and export 
containerized and breakbulk cargoes. 

The Ports Authority operates as a self-supporting gov
ernmental enterprise and uses the accrual basis of 
accounting applicable to governmental enterprise 
funds. The Ports Authority has no stockholders or equi
ty holders and is directed by a governing board ("the 
Authority Board"), whose members are appointed by 
the Governor of South Carolina for seven-year terms. 
The Ports Authority's financial statements are included 
in the State of South Carolina general purpose financial 
statements. 

Cash Management 

The Ports Authority's investments include funds invest
ed in a statewide investment pool managed by the 
State Treasurer and construction, debt seNice and 
debt seNice reseNe funds managed by bond trustees. 
The State Treasurer invests in U.S. government securi
ties and agency obligations . The bond trustees invest 
in government securities, repurchase agreements and 
money market accounts collateralized by U.S. govern
ment securities. These investments are carried at cost 
plus accrued interest, which approximates market 
value. 

CD 

• 
Inventories 

Inventories consist principally of maintenance parts 
and supplies valued at the lower of average cost or 
market. 

Property and Depreciation 

Property constructed or purchased is stated at cost. 
Contributed property is stated at estimated fair value 
on the date received. Interest is capitalized on major 
long-term construction projects and is depreciated 
over the useful life of the related asset. 

Depreciation is computed using the straight-line 
method generally over the following estimated useful 
lives: 

Land improvements 
Buildings and structures 
Railroad tracks 
Terminal equipment 
Furniture and fixtures 

Unemployment Compensation 

3 to 50 years 
5 to 50 years 

20 to 25 years 
3 to 25 years 
2 to 20 years 

The Ports Authority is liable under the South Carolina 
Employment Security Law for unemployment com
pensation to its employees. The Ports Authority has 
elected to reimburse the Employment Security 
Commission for benefits paid by the Commission in 
connection with claims. The Ports Authority records a 
liability for estimated future unemployment compen
sation claims. 



South Carolina State Ports Authority 
Notes to Financial Statements (continued) 

1 . Summary of Significant Accounting Policies 
(continued) 

Statements of Cash Flows 

For purposes of the statement of cash flows, the Ports 
Authority considers all demand deposits and short
term investments (including restricted funds, except 
Debt Service Funds, Debt Service Reserve Funds, the 
1991 Construction Fund and the 1989 Rebate Fund) 
purchased with an original maturity of three months or 
less to be cash equivalents. 

Concentration of Credit Risk 

The Ports Authority provides services and facilities 
usage for companies located throughout the world. 
The Ports Authority performs ongoing credit evalua
tions of its customers and generally operates under 
international laws, which may provide for a maritime 
lien on vessels in the event of default on credit terms. 
The Ports Authority maintains reserves for potential 
credit losses. 

2. Equity in Cash, Investments and Pooled 
Investments 

The Ports Authority maintains cash balances and 
"' pooled investments availaole for operations and cash, 

investments and pooled investments restricted for 
debt service on revenue bonds and for capital 
improvements. Funds are deposited in banks and in 
pooled investment funds maintained by the State 
Treasurer. Cash and pooled investments used for 
operations are included on the balance sheet as 
"Cash" and "Operating funds invested by the State 
Treasurer". Cash, investments and pooled investments 
maintained in accordance with revenue bond 
covenants are included on the balance sheet as 

. "Assets restricted by revenue bond covenants". 

Cash 

At June 30, 1993, the carrying amount of the Ports 
Authority's cash was $2,758,000 and the bank balance 
was $2,873,000. Of the bank balance, $200,000 was 
covered by Federal depository insurance and 
$2,673,000 was invested in overnight repurchase 
agreements collateralized by securities. 

Investments 

At June 30, 1993, the Ports Authority's investments 
were held either by the State Treasurer in pooled 
investment funds or by certain banks in trust accounts. 
The Ports Authority's investments maintained by banks 
totalling $28,559,000, which are invested in direct 
obligations of the U.S. Government, are categorized as 
Category 3 investments, as defined by the 
Governmental Accounting Standards Board. These 
securities are held by the trustee bank's trust depart
ment and are not registered in the Ports Authority's 
name. 

The Ports Authority's total cash and investments at 
June 30, 1993 and 1992 were $44,260,000 and 
$78,634,000, respectively, at cost, which approxi
mates market value. 

\ 



\ 
South Carolina State Ports Authority 
Notes to Financial Statements (continued) I .. 

~ 3. Assets Restricted by Revenue Bond Covenants 

l Restricted funds at June 30 summarized by fund are (in th'ousands): 

I 1993 1992 
• 

Investments held by trustee relating to outstanding revenue bonds: 

1991 Construction Fund $ 22,870 $ 50,408 
1991 Debt Service Fund i 3,024 2,726 
1991 Debt Service Reserve Fund I 2,590 2,639 i 
1989 Rebate Fund i 

144 140 
196 7 Debt Service Fund I - 322 
196 7 Debt Service Reserve Fund - 411 

I 

Total investments held by trustee 
I 28,628 56,646 I 

Cash and cash equivalents: 
Capital Improvement Fund: 

Cash 
I 

958 4,003 
Funds invested by the State Treasurer . 1,377 2155 

2,335 6,158 

Capital Improvement Fund (Port Royal) - 1,705 
Capital Improvement Fund (Georgetown) 74 994 
Wando Completion Fund 

: 
7,971 3 800 

10,380 12,657 

Depreciation Fund: 
Cash ! 98 176 
Funds invested by the State Treasurer I 389 2027 

I 

487 2,203 
I 

} 

a Other- State Port Construction Fund: 

f 
Cash 48 29 
Funds invested by the State Treasurer 61 59 

' 

109 88 

Total cash and cash equivalents I 10,976 14 948 

Total assets restricted by revenue bond covenants I $ 39,604 $ 71.594 

e 



South Carolina State Ports Authority 
Notes to Financial Statements (continued) 

3. Assets Restricted by Revenue Bond Covenants 
(continued) 

In connection with outstanding revenue bonds, (1) the 
Ports Authority's net revenues (defined as the portion 
of revenues remaining after providing for the proper 
operation and maintenance of facilities) are pledged 
for payment of bond principal and interest, (2) a statu
tory lien on the Ports Authority's facilities exists and (3) 
the Ports Authority is required to maintain Revenue 
Bond Debt Service Funds, Revenue Bond Debt Service 
Reserve Funds, a Revenue Bond Construction Fund (for 
unexpended revenue bond proceeds), a Capital 
Improvement Fund (for improvement of Ports 
Authority facilities), and a Depreciation Fund (for 
operating equipment). 

General provisions regarding these Funds are as follows: 

The assets of the Revenue Bond Debt Service Funds 
and Revenue Bond Debt Service Reserve Funds are to 
be used for the redemption of bonds and payment of 
interest on the bonds. Additions to the Revenue Bond 
Debt Service Funds are required from operating funds 
in amounts equal to the annual principal and interest 
payments. Additions to the Reserve Funds are 
required from operating funds when the Reserve 
Fund's assets are less than the sum of the largest annual 
interest payment for each issue of revenue bonds out
standing. When the assets of the Reserve Fund exceed 
the requirements, the Ports Authority is permitted to 

4. Property and Equipment. 

use the Reserve Fund investment income for principal 
and interest payments and thereby reduce the amount 
of operating funds required to be transferred to the 
Debt Service Fund. Moneys in the Debt Service 
Reserve Fuhds can be invested and reinvested in 
investments collateralized by U.S. government or 
agency obligations, with maturities consonant with the 
need for moneys in the funds. 

Additions to the Capital Improvement Fund and 
Depreciation Fund are required in amounts equal to 
the annual budget for facilities improvements and 
equipment. Proceeds from the sale of real and per
sonal property also are required to be deposited to 
these Funds. The Funds can be used for improve
ments, betterments and extensions of facilities, 
restoration of depreciated or obsolete property, oper
ating equipment, unforeseen contingencies, and pay
ment of principal or interest on outstanding bonds if 
the assets of the Debt Service or Debt Service Reserve 
Funds are not sufficient to make such payments. 
Maturities of investments in the Capital Improvement 
Funds and Depreciation Funds are limited to a maxi
mum of five years and two years, respectively. 

The assets of the State Port Construction Fund are 
unexpended contributions to the Fund and net har
bormaster fees required to be transferred to the Fund. 
The assets are restricted for improvements and expan
sion of the Ports Authority facilities. 

Property and equipment consist of the following amounts at June 30, 1993 and 1992 (in thousands): 

Land 
Land improvements 
Buildings and structures 
Railroad tracks 
Terminal equipment 
Furniture and fixtures 
Capital projects in progress 

Less accumulated depreciation . . 

Property and equipment, net 

e· 

1993 1992 

$ 87,663 $ 43,430 
70,059 63,640 

163,840 162,890 
3,144 3,132 

24,776 24,874 
2,626 2,488 

55,073 29 001 

407,181 329,461 

117,659 107-803 

$289,522 $221 658 

/ 
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South Carolina State Ports Authority 
Notes to Financial Statements (continued) 

5. Long-Term Debt . 

On December 19, 1991, the Authority legally defeased 
$23,330,000 of outstanding 1982A and 1989 Series 
bonds, of which $22,470,000 is outstanding at June 
30, 1993, with average interest rates of 10.8% and 

. 7.6%, respectively. The Ports Authority used existing 
cash reserves to purchase U.S. government securities. 
Those securities were deposited in an irrevocable trust 
with a bank as escrow agent to provide for all future 
debt service payments on the 1982A and 1989 Series 
bonds. As a result, the 1982A and 1989 bonds are 
considered to be defeased and the liability fCYr those 
bonds has been removed from long-term debt 

Although the defeasance resulted in the recognition of 
an accounting loss of $820,000, which has been treat
ed as an extraordinary item, for the year ended June 
30, 1992, the Ports .Authority in effect reduced its 
aggregate debt service payments by approximately 
$6,540,000 over the next seventeen years and 
obtained an economic gain (difference between the 
present values of the old and new debt service pay
ments) of $1,520,000. 

During fiscal1992, the Ports Authority issued Series 
1991 bonds to provide funds to finance a portion of 
the cost of improvements and expansion to its con
tainer facilities at the Wando Terminal. The bonds, 
issued at a discount of $1,092,000, consist of serial 
bonds totalling $17,895,000 maturing July 1, 2006; 
term bonds of $11,130,000 maturing on July 1, 2011; 
and term bonds of $36,700,000 maturing on July 1, 
2021 . The bond discount and bond issue costs are 

CD 

being amortized using the straight-line method over 
thirty years, the life of the bonds. Unamortized bond 
discount and unamortized bond issue costs at June 
30, 1993 were $1,032,000 and $1,523,000, respective
ly. Interest is payable each January 1 and July 1 at rates 
ranging from 5% to 6.75%. 

The Series 1991 Bonds may generally be redeemed 
prior to maturity, at the option of the Ports Authority, 
or after July 1, 2.001 . The redemption prices as a per
centage of principal amount are as follows (plus inter
est accrued to date): 

Redemption Date (Inclusive) 

July 1, 2001 to June 30, 2002 
July 1, 2002 to June 30, 2003 
July 1, 2003 and thereafter 

Redemption Price 

102% 
101 
100 

The ·1991 Bonds may also be subject to redemption at 
the option of the Ports Authority without premium at 
any time as a whole at the principal amount thereof if 
the project, or any substantial portion thereof, is dam
aged or destroyed, or if any public authority con
demns or exercises the poyver of eminent domain 
over the project 

The Series 1991 Bonds, due July 1, 2011 and July 1, 
2021, are subject to mandatory sinking fund redemp
tion by lot on July 1 in each of the following years and 
will be redeemed at 100% of the principal amount 
plus accrued interest at the redemption date (in 
thousands): 



South Carolina State Ports Authority 
Notes to Financial Statements (continued) 

5. Long-Term Debt (continued) 

.Year 

2007 
2008 
2009 
2010 
2011 

Term Bonds Due 
2011 

Amount 

$ 1,950 
2,080 
2,215 
2,365 
2,520 

$11 130 

Year 

2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 

Term Bonds Due 
2021 

Amount 

$ 2,690 
2,870 
3,065 
3,270 
3,490 
3,725 
3,975 
4,245 
4,530 
4,840 

$36,700 

The Ports Authority also has outstanding long-term debt consisting of notes issued for land and equipment purchased at 
interest rates of 4.5% and 11.5%. 

Maturities of long-term debt are summarized as follows (in thousands): 

1991 
Revenue Other 
Bonds Debt Total 

1994 $ 870 $1,180 $ 2,050 
1995 915 57 972 
1996 960 64 1,024 
1997 1,015 7L 1,086 
1998 1,070 373 1,443 

Thereafter 60 895 60,895 

65,725 1,745 67,470 

Less: 
Current portion 870 1,180 2,050 
Unamortized bond discount 1,032 1,032 

Long-term portion $63 823 $ 565 $64 388 

Interest cost incurred in 1993 and 1992 was $4,382,000 and $3,619,000, respectively. Of the interest cost incurred, 
$2,914,000 ·and $1,229,000 were capitalized in 1993 and 1992, respectively. 

r 
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South Carolina State Ports Authority 
. Notes to Financial Statements (continued) 

6. Contributed Capital and Plant Expansion 

Contributed capital at June 30, 1993 and, 1992 consisted of (in thousands): 

State of South Carolina: 
For general operations before 1959-60 (a) 
Proceeds from State Ports General Expansion Bonds 
Proceeds from State Ports Grain Elevator 

Expansion Bonds 
Proceeds from State Capital Improvement Bonds 
For Wando Terminal Access Road (Department 

of Highways and Public Transportation) 
For BMW Plant Land Purchase 
For BMW Land Improvements 

City of Charleston and Southern Railway 
State Port Construction Fund (b) 
Federal Grant for construction of Passenger Terminal 
Federal Grant for rail rehabilitation 

Total contributed capital 

(a) Contributions for general operations before 
1959-60 include donations made by Charleston 
County and the City of Charleston. 

(b) Contributions to the State Port Construction 
Fund were received primarily from the Maritime 
Association of the Port of Charleston. 

0 

1993 1992 

$ 3,498 $ 3,498 
22,000 22,000 

2,000 2,000 
106,372 106,372 

65 65 
32,000 9,353 

4,829 

170,764 143,288 

3,180 3,180 
1,653 1,653 

344 344 
303 303 

$176,244 $148.768 

The State of South Carolina has authorized funds for 
improvement and expansion of Ports Authority facili
ties using the proceeds of State Capital Improvement 
Bonds issued by the state. The authorized funds are 
released as needed once approval to proceed on 
specific projects is given by the Authority Board and 
by the State Budget and Control Board. The Ports 
Authority records these funds as additions to con
tributed capital when the funds are committed by the 
State Treasurer. 



South Carolina State Ports Authority 
Notes to Financial Statements (continued) 

7. Commitments 

Leases 

The Ports Authority leases from the U.S. government 
two adjacent parcels of real estate in Charleston, 
South Carolina, under an operating lease expiring 
December 31, 2012. The lease provides exclusive use 
to the Ports Authority of one parcel and shared use of 
the other parcel with the lessor. As of June 30, 1993, 
minimum rental payments required under this operat
ing lease total $1,204,000 and are due $62,000 per 
year in the years 1994 through 1998 and $894,000 
thereafter. Rental expense under operating leases for 
the years ended June 30, 1993 and 1992 was 
$422,000 and $446,000, respectively. 

Construction 

In addition to routine commitments for repairs and 
maintenance, the Ports Authority had commitments for 
construction of approximately $44,000,000 at June 30, 
1993. 

The Federal Water Resources Development Act of 
1986 authorized the deepening of ChArleston Harbor 
from its official 35-foot depth to an official 40-foot 
depth for the inside channels and a 42-foot depth for 
the entrance channel. This Federal project will take five 
to seven years to complete, and will cost approxi
mately $89.3 million. This Act, which authorizes con
struction of 41 separate port deepening projects, 
requires a local non-Federal sponsor to share in the 
cost of each project. The nonoFederal share of the 
Charleston Harbor Deepening Project is estimated to 
be $31.3 million. The state legislature has authorized 
state general obligation bonds to pay the local non
Federal share. The proceeds of these bonds will be 
provided to the Ports Authority for the benefit of the 
contracting Federal agency, and the state will repay 
the principal and interest without charge to the Ports 
Authority. 

To facilitate payment in connection with the state's 
share of the Charleston Harbor Deepening Project, the 
Ports Authority established letter of credit arrange
ments with a regional bank. The contracting Federal 
agency is authorized to draw against the letters of 
credit for the State's share as construction progresses. 
The total available under these letters of credit is 
$1,243,000 at June 30, 1993. There were no amounts 
drawn on the letter of credit at June 30, 1993. 

The Ports Authority has purchased and is improving 
certain land in Greer, South Carolina, for a total esti
mated cost of $45.2 million. As of June 30, 1993, the 
Authority has expended approximately $41.8 million 
on this project. The project is to be funded by $5 mil
lion from the Ports Authority and the balance from the 
State Glf South Carolina and related entities. As of June 
30, 1993, the State of South Carolina and related enti
ties have contributed $32 million of capital to the Ports 
Authority related to the land purchase. The related 
entities have also contributed $4.8 million for site 
improvements on the land. 

The land purchase and site improvements are the 
result of a statewide effort that resulted in Bavarian 
Motor Works ("BMW") locating an automobile manu
facturing facility in South Carolina. The Ports Authority 
has committed to lease the aforementioned land and 
land improvements to BMW under a lease agreement 
that covers a 50-year period. BMW will lease the land 
for $1 per year with an option to acquire the property 
at the end of the lease term for a price equal to the 
Ports Authority's original cost. BMW is required to 
build an automobile production facility on the prop
erty. If BMW should discontinue operations of the 

. facility, BMW is required to purchase the site from the 
Ports Authority at original cost. BMW can also elect to 
purchase all or part of the land at any time during the 
lease term at historical cost. The Authority intends to 
enter into the lease agreement with BMW du(ing the 
1994 fiscal year. 

\ 
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South Carolina State Ports Authority 
Notes to Financial Statements (continued) 

8. Retirement Plans and Other Post-Retirement 
Benefits 

Employees of the Ports Authority participate in the 
South Carolina Retirement System's employees retire-
ment plan ("PERS"), a defined benefit, cost-sharing, 
multiple-employer, public employee retirement sys
tem. Substantially all full-time permanent Ports 
Authority employees are required to participate in 
PERS. The payroll for employees covered by PERS for 
the year ended June 30, 1993 was $13,522,000. The 
payroll for employees not covered by PERS for the 
year ended June 30, 1993 was $233,500. 

Under PERS, employees who retire at or after age 65 or 
have 30 years ot service are entitled to a retirement 
benefit, payable monthly for life, equal to 1.82% of 
average final compensation times years of credited 
service. Final average compensation is the employee's 
average salary over the twelve highest consecutive 
quarters. Benefits are fully vested after five years of ser
vice. Vested employees may retire at or .:Jfter age 55 
and receive reduced retirement benefits. PERS also 
provides death. and disability benefits. Benefits are 
established by state statute. 

The employee and employer contribution rates are 
actuarially determined for PERS. Employees are 
required by state statute to contribute 6 percent of 
annual compensation, and the Ports Authority must 
contribute 7.55 percent of total payroll of covered 
employees for PERS. The total contribution require
ment for the year ended June 30, 1993 was 
$1,041,000 from the Ports Authority and $811,000 
from employees for PERS. · 

An actuarial valuation is performed for PERS annually. 
At the most recent valuation date, July 1, 1992, the 
pension benefit obligation for retired and active mem
bers was approximately $11.6 billion. The amortized 
cost of assets of PERS was approximately $8.5 billion. 

e 

The unfunded pension benefit obligation was approx" 
imately $3.1 billion. The pension benefit obligation is a 
standardized disclosure measure of the present value 
of pension benefits, adjusted for the effects of pro
jected salary increases, estimated to be payable in the 
future as a result of employee service to date. The 
measure, which is an actuarial present value of credit
ed projected benefits, is intended to help users 
assess PERS's funding status on a going-concern basis, 
assess progress made in accumulating sufficient assets 
to pay benefits when due, and make comparisons 
among public employee retirement systems. PERS 
does not make separate measurements of assets and 
benefits payable for individual employers. The Ports 
Authority's contribution represented less than one 
percent of the total contributions toPERS. 

Ten-year historical trend information showing PERS's 
progress in accumulating sufficient assets to pay bene
fits when due is presented in PERS's June 30, 1992 
Comprehensive Annual Financial Report. 

In addition to pension benefits, the Ports Authority 
provides post-retirement health care benefits to all 
retirees, such benefits being the same as for active · 
employees except that the cost of medical insurance 
premiums associated with retirees' dependents are 
paid by the retirees. At June 30, 1993, 142 retirees 
were receiving benefits. The Ports Authority pays 1 00 
percent of the cost of medical insurance premiums for 
the retirees. Expenses for post-retirement medical 
insurance premiums are recognized as paid by the 
Ports Authority. During the years ended June 30, 1993 
and 1992, expenses for post-retirement health care 
benefits were $278,000 and $227,000, respectively. 
The plan under which this benefit is provided may be 
terminated, amended or modified at any time at the 
sole discretion of the Ports Authority. 
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South Carolina State Ports Authority 
Notes to Financial Statements (continued) 

9. Facilitating Agreements 

The Ports Authority has entered into agreements with 
tenants whereby it assigns certain land areas and cer
tain of its facilities for their use for terms ranging from 
one month to thirty years. 

These agreements are accounted for as operating leas
es; revenue for port services provided and for facilities 
used is recorded as operating revenue when earned; 
and, whe(e appropriate, depreciation is provided on 
the assigned facilities. 

Rental revenue is recorded when earned. In 1993 and 
1992, rental revenue recorded for facilitating agree
ments by the Ports Authority was $23,943,000 and 
$21,490,000, respectively. 

The approximate total cost and related accumulated 
depreciation of facilities assigned to others at June 
30, 1993 and 1992 were (in thousands): 

1993 1992 

Cost 
Accumulated depreciation 

$130,329 
54,295 

$162,193 
62,646 

Minimum future operating revenue and rentals to be 
received under noncancelable agreements as of June 
30, 1993 were (in thousands): 

Year Ending June 30 

1994 
1995 
1996 
1997 
1998 

Later years 

Total minimum future operating 
revenue and rentals to be received 

$7,824 
7,389 
4,432 
3,324 
1,845 
1,924 

$26.738 

10. Fair Value of Financial Instruments 

The carrying value of cash, operating funds invested 
by the State Treasurer, assets restricted by revenue 
bond covenants and accounts and retainage payable 
approximate fair value. At June 30, 1993, the fair val
ues of long-term debt were estimated using discount
ed cash flows based on current rates available to the 
Authority for similar borrowing arrangements, as fol
lows (in thousands): 

Carrying Value 

Debt $66,438 

Estimated 
Fair Value 

$74,552 

The above long-terrn debt is comprised principally of 
bonds issued to partially finance improvements and 
expansion at the Wando Terminal. These bonds are 
considered private activity bonds and as such, cannot 
be defeased with the proceeds of an issuance of simi
lar bonds. 

11 . Litigation 

In the ordinary course of business, the Ports Authority 
becomes involved in dredging matters, litigation, 
claims and administrative proceedings. Certain litiga
tion, claims and proceedings were pending at June 
30, 1993, and management intends to vigorously 
defend the Ports Authority in such matters. While the 
ultimate results cannot be predicted with certainty, 
management does not expect these matters to have a 
material adverse effect on the financial position of the 
Ports Authority. 

' 






