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As the last decade of this century begins, the South Carolina State
Authority can review with justifiable pride the accomplishments of the 1980s,
.even as it prepares to meet the challenges of the 1990s.
,
The South Carolina State Ports Authority is indeed fortunate to begin the nineties
60 steamship lines committed to the Port of Charleston. Included among these
are four of the largest m the world. All of these lines together literally support the industrial base of South
Carolina. The geographic profile of service offered ensures the more than 500 companies from throughout
the state excellent markets on a worldwide basis.
Port of Charleston
Container Tonnage
1990
6,190,563

The record-breaking achievements of the 80s position the Authority to impact South
Carolina and its citizens very positively into the next century. Total tonnage stood at 4.37 million in 1980.
In 1985 it had moved up to 4.80 million tons. As the decade closed it had jumped to 8.54 million, more
than double in ten years. Container tonnage rose even more dramatically, by over 300%. Charleston's
marketshare for containerized cargo moving in the South Atlantic rose to 51 .54% and resulted in
Charleston's second-place standing just behind the combined Port of New York and New Jersey, and ahead
of all other ports on the East and Gulf coasts. Revenues during this same time span climbed from
$23,381,683 in 1980, to $45,098,564 in 1990.
These figures tell the story; the story of increased potential for South Carolina's citizens
through access to world markets that opened up through the ports and the businesses attracted to the opportunities created by the Port. It is to South Carolina's advantage that Charleston is driven by exports; it is good
for South Carolina businesses and good for the United States' balance of trade.

1985
2,859,421

Burgeoning tonnage has led to enhanced revenues at the State Ports Authority
which have been carefully reinvested in prime Port facilities. The three major container facilities at
Charleston are all modem state-d-the-art terminals, capable of offering the service and efficiency required by
today's modem steamship lines. fast, new equipment
guarantees vessels the rapid turnaround they require.
The Charleston Harbor Deepening Project is making
vessel access safer and quicker. Improved direct and
efficient rail service and over a hundred trucking lines
have evolved to meet the needs of increased cargo
flow. The intermodal concept thrives at Charleston,
and South Carolina customers benefit. IJilo-
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Physical facilities are only part of the overall picture,
however. Solid service puts the pieces together. The South Carolina State Port
System benefits, as does the entire state, from the work ethic of her people.
The Authority has put together an excellent team of efficient people, which together with the private maritime
community offers the kind of cost-€ffective performance that is so sought after by industry.
The cargo, the lines, efficient terminals, and teamwork are the basis upon which the SPA's bottom line
rests. Through hard work it is a healthy bottom line, enabling $9.8 million from operations to be reinvested
in port facilities and equipment this past year. This contrasts with most Port Authorities which receive direct
capital assistance from their parent states, counties, or municipalities; moreover, several Authorities have taxing
power for capital and operating needs. The strength of the balance sheet will enable the Authority to prepare
for the future of South Carolina as it serves the shippers and businesses that enter the work marketplace through
South Carolina's seaports.
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The successes at South Carolina's ports are reflected across the state. Nine
new foreign businesses opened in South Carolina during the year with investments of $1.1 billion. Eight of
these cited the Port facilities as a major attraction to the state. Many other companies expanded their investments, while numerous others entered the export market for the first time. These are the opportunities and
advantages the State Port System makes available to the businesses and citizens of the state.
Opportunities come hand-in-hand with challenges. Strong growth is accompanied
by strong needs for space to accommodate that growth. The 115% growth in containerized cargoes over
the last five years makes the need to complete the last 1, 373 feet of berth and 65 acres of handling area at
Charleston's Wando Terminal. Limited space
would otherwise limit the Port's capacity to
attract new business or accommodate the growth
of its existing customers. Permits for
this final phase of the Wando Terminal are expected shortly so that work
can begin.

This past year demonstrated with great clarity the ability of the Authority to overcome significant challenges. It was a year with a devastating hurricane and a flat, unpropitious world trade picture. It was also a
year in which the Port team met the challenges with extra effort and energy.
Hurricane Hugo was thE: worst natural disaster this Port System has ever experienced. Damage at all
Charleston facilities and at Georgetown exceeded $15 million. Hugo destroyed two cranes and demolished
more than 1.2 million square feet of warehousing roofs. fortunately, the Authority was properly insured.
Recovery efforts started immediately following the storm, and in four days ships were being worked at each
of Charleston's terminals. Georgetown took just one week longer. Momentum was not lost! The insurance
coverage will enable the SPA to continue its revitalization.
Challenge in the form of intensified competition emerged at ports everywhere. Tonnages worldwide were
flat and the struggle for increased shares of those tonnages made ports compete fiercely to maintain their
positions. Even so, South Carolina ports moved ahead.
External trade factors evolved as either neutral or slightly positive in the past year. The Pacific Rim, long a
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mainstay of the Port's growth movement, showed absolutely no increases. Europe, while considered a
traditional trading partner for the U.S. East Coast, was looking inward in 1989-90. There was only nomi- ..&.
nal improvement there, although the SPA considers it an area of major future growth potential.

Charleston's Wando Terminal, opened in 1982, has served the state and its customers with
distinction. Its trading partners are worldwide. It is recognized by major steamship lines as the most efficient
and productive container terminal in the United States and second in productivity in the world , performance
South Carolinians can be proud of. Completion of the final phase of construction is expected over the next
several years.
South Carolina has three seaports, each serving special needs.
The past decade, and particularly the past year, was a successful
time for them all. Georgetown and Port Royal have come alive
in recent years, and a good beginning in this final decade of the
20th century augers well for their continued development. Their
impact on their regions and the state have grown steadily.

.

South Atlantic Market Share
Container Tonnage • fY 1990

Charleston 51.54%

1990
1,039,162

Jacksonville 16.23%

Savannah 26.63%

Georgetown Terminal, for the first time, surpassed a million tons of cargo.
It took the concerted efforts of the staff to achieve such a goal, and is an important benchmark in the history
of that hard-working terminal. And, although there are dredge disposal issues in Georgetown, the Authority
has devoted itself to clearing them away as rapidly as possible. Georgetown serves the industries of the
neighboring area well, and those companies and their employees depend on the Port. The Authority is fully
committed to a growth plan for the Georgetown facility.

Port Royal continued to move its specialty cargoes of clay and paper with efficiency.
Under license from the Ports Authority, a private sector group, using private capital, was contracted and
opened a seafood restaurant at the seafood processing facility at Port Royal. Land was acquired for dredge
disposal and for public access to the water for the townspeople of Port Royal. All these projects are part of a
master plan developed with the people and leadership of the Town of Port Royal. Port Royal has a bright
future and efforts are well underway toward ensuring that success.
Even before the Wando Terminal is complete, the Authority must prepare to meet future challenges with
careful planning. A new terminal will need to be phased in toward the end of the decade to keep South
Carolina at the forefront of the trading world as the next century opens. The Port of Charleston must continue to serve as an economic tool for South Carolina. The Authority has an opportunity to impact citizens
throughout the state with positive economic progress. Actions in the last decade of this century will set the
tone for the year 2000 and beyond.

1985
316,021

Port of Georgetown
Total Tonnage
4

1990
192,742

The Authority will continue to build on the success of the past as it moves

A

toward the future. The Authority stands ready to act responsibly in meeting the challenge of growth in an
environmentally sensitive area. It is necessary to be a good corporate and environmental citizen in today's
critical times while continuing to meet the needs of South Carolina for economic development.

The Authority can and will accomplish its mission through the continued efforts of
the entire Port team, and appreciates the many contributions made by every member of the maritime community, as well as the fine assistance from local, state, and federal officials.

~~·
Robert V. Royall, Jr.
Chairman

~u~

1985
57,274

W. Don Welch
Executive Director

Port Royal
Total Tonnage
'

ASSETS

1990

Current assets:
Cash
Operating funds invested by the State Treasurer
Accounts receivable:
Trade Oess allowance for doubtful accounts of $546,284
in 1990 and $750,000 in 1989)
Other (Note 9)
Inventories of materials and supplies, at lower of
average cost or market
Prepaid expenses

s

419,482
4,396,561

6,509,216
49,826

895,318
5,076,632

796,753
2, 184,615

27,877,741

14,356,453

6,856,281
18,635,809
1,020,336
108,278

13,826, 164
13,653,572
2,257,131
93,809

Total restricted funds

26,620,704

29,830,676

Property:
land
land improvements
Buildings and structures
Railroad tracks
Terminal equipment
rumiture and fixtures
Capital projects in progress

37,069,376
52,080,334
146,575,038
3,102,484
24,034,146
2,054,697
15,415,030

36,112,305
49,323,944
131,293,234
2,226,070
22,647,758
1,939,259
19,051,876

Less accumulated depreciation

280,331,105
87,013,090

262,594,446
81,017,368

Total property, net

193,318,015

181,577,078

261,314

284,91 3

$248,077,774

$226,049,120

Restricted funds:
Revenue bonds
Capital improvement
Depreciation
Other

A

$

6,957,406
2,397,366

Total current assets
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7,220,867
5,330,152

1989

Unamortized bond issue costs

Total assets

See notes to financial statements.

1990

LIABILITIES AND CAPITALIZATION
Current liabilities payable from current assets:
Accounts payable
Accrued employee compensation and payroll withholdings
Accrued unemployment compensation

s

Total current liabilities payable from current assets
Current liabilities payable from restricted assets:
Current maturities of revenue bonds:
Series 1967
Series 1982A
Series 1989
Other debt obligations
Accounts payable
Retainage payable on construction contracts
Accrued revenue bond interest payable
Total current liabilities payable from restricted assets
lnng-terrn debt:
Revenue bonds:
Series 1967
Series 1982A
Series 1989
Other debt obligations
Total long-term debt
Capitalization:
Contributed capital
Retained earnings:
Reserved for debt service and capital additions
Unreserved
Total retained earnings
Total capitalization
Total liabilities and capitalization

-

3,690,282
1,400,343
480,215

1989
756,152
1,443,504
441 ,978

$

5,570,840

2,641,634

300,000
615,000
100,000
131,077
1,586,713
959,699
1,068,299

300,000
570,000
45,122
387,256
1,416,988
862,900

4,760,788

3,582,266

600,000
6,525,000
17,595 ,000
728,550

900,000
7,140,000
17,695,000
458,504

25 ,448,550

26,193,504

139,415,027

139,272,844

21,531,463
51,351,106

22 ,108,320
32,250,552

72,882,569

54,358,872

212 ,297,596

193,631,716

$248,077,774

$226,049' 120

.~
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1990

s

45,098,564

$ 43,959,332

18,628,574
8,561,464
10,018,084

18,681,642
8,497,116
9,296,494

37,208,122

36,475,252

Operating earnings

7,890,442

7,484,080

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

2,828,392
1,365,489
(2,207,032)
(73,301)

2,259,948
499,426
(1,395, 182)
(62,332)

Total nonoperating income, net

1,913,548

1,301,860

Earnings reinvested in Port operations and
facilities before extraordinary item

9,803,990

8,785,940

Operating revenues
Operating expenses:
Direct operating expense
Administrative expense
Depreciation expense
Total operating expenses
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Extraordinary item, net gain on
transactions resulting from Hurricane Hugo reinvested in Port
operations and facilities (Note 9)

8,719,707
18,523,697

8,785,940

54,358,872

45,572,932

s 72,882,569

$ 54,358,872

Net earnings
Retained earnings at beginning of year
Retained earnings at end of year

See notes to financial statements.
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1989

1990
Working capital provided:
Operations:
Earnings reinvested in Port operations and facilities
before extraordincuy item
Add charges to income not requiring working capital:
Depreciation
Amortization and write-off of pallets
Amortization of deferred bond issue costs

$

Total provided by operations
Extraordincuy item, net gain on transaction consequential to
Hurricane Hugo reinvested in Port operations and facilities
Additions to long-term debt
Additions to contributed capital, net
Decrease in restricted assets, net
Increase in accounts payable from restricted funds
Increase in retainage payable on construction contracts
Increase in accrued interest payable from restricted funds
Net carrying value of property disposals

9,803,990

$ 8,785,940

10,018,084
44,055
23,5-99

9,296,494
41 ,510
15,957

19,889,728

18,139,901

8,719,707
142,183
3,209,972
1,199,457

Total working capital provided
Working capital applied:
Property additions
Payments on long-term debt
Decrease in retainage payable on construction contracts
Decrease in accounts payable from restricted assets
Increase in restricted funds
Increase in unamortized bond issue costs

17,695,000
1,875,921

205,399
3,653,074

1,257,328
448,468
748,774

37,019,520

40,165,392

25 ,456,150
513,999
457,289

24,150,413
956,382

8

150,415
12,853,924
193,587
26,427,438

38,304,721

$ 10,592,082

$ 1,860,671

Total working capital applied
Increase in working capital

1989

See notes to financial statements.
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1990
Changes in components of working capital:
Current assets, increase (decrease):
Cash
Operating funds invested by the State Treasurer
Accounts receivable:
Trade
Other
Inventories of materials and supplies
Prepaid expenses

$ 6,801,385

$ (230,783)

933,591

359,907

448,190
2,347,540
98,565
2,892,017

39,199
(51,807)
158,845
478,795

13,521,288

754,156

Net increase in current assets
Current liabilities payable from current assets, increase (decrease):
Accounts payable
Accrued employee compensation and payroll withholdings
Accrued unemployment compensation
Net increase (decrease) in current liabilities
payable from current assets
Increase in working capital

,

2,934,130
(43,161)
38,237

(1' 102,677)
(45,816)
41,978

2,929,206

(1,106,515)

$10,592,082
See notes to financial statements.
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1989

$ 1,860,671

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 foster and stimulate
the shipment of freight and commerce 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 governmental enterprise and uses accounting policies
applicable to governmental enterprise funds. The Ports Authority has no stockholders or equity 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.
INVfSTMENTS - Investments include funds invested in a statewide investment pool fund managed
by the State Treasurer and other investments managed by bond trustees and others. The State Treasurer
invests in U.S. government securities and agency obligations. These investments are carried at cost plus
accrued interest, which approximates market value.
PROPER1Y AND DEPRECIATION -Property constructed or purchased is stated at cost. Contributed property is stated at estimated fair value on the date received.
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

3 to 50
5 to 50
20 to 25
3 to 25
2 to 20

years
years
years
years
years

UNEMPIDYMENT COMPENSATION -The Ports Authority is liable under the South Carolina
Employment Security Law for unemployment compensation 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
compensation claims.
RECLASSifiCATIONS -Certain 1989 amounts have been reclassified to conform with the 1990
presentation.
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2. Restricted funds:
Restricted funds at june 30, 1990 and 1989 summarized by fund are:
1990
Revenue Bond Debt Service fund (1967 Revenue Bonds):
Cash
Investments
Revenue Bond Debt Service Reserve fund (1967 Revenue Bonds):
Cash
Investments

Revenue Bond Debt Service fund (1982A and 1989 Revenue Bonds):
Cash
Investments

Revenue Bond Debt Service Reserve fund (1982A and 1989 Revenue Bonds):
Cash
Investments
Revenue Bond Construction fund (1989 Revenue Bonds):
Cash
Investments

...
11

Revenue Bond Rebate fund (1989 Revenue Bonds), cash
Total
Capital Improvement fund :
Cash
funds invested by the State Treasurer
Capital Improvement fund (Port Royal)
Capital Improvement fund (Georgetown)
Total
Depreciation fund :
Cash
funds invested by the State Treasurer
Total
Other, State Port Construction fund :
Cash
funds invested by the State Treasurer
Total
Tol6! assets restricted by revenue bond covenants

$

27
561,479
561,506

1989
$

9,076
1,934,156
1,943,232

8
667,001

79
1,595,554

667,009

1,595,633

1,765,691
91,519

1,446,006

1,857,210

1,446,006

27
3,143,776

99
2,851,738

3,143,803

2,851,837

81
501,545

94
5,989,362

501,626

5,989,456

125,127
6,856,281

13,826,164

3,078,194
13,178,426

1,088,191
12 ,565,381

16,256,620

13,653,572

1,503,412
875,777
18,635,809

13,653,572

326,568
693,768

687,469
1,569,662

1,020,336

2,257,131

55,803
52,475

45,295
48,514

108,278

93,809

$26,620,704

$29,830,676

2. Restricted funds, 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 statutory 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, 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 funds' assets are less than the sum of the largest annual
interest payment for each issue of revenue bonds outstanding. When the assets of the Reserve
fund exceed the requirements, the Ports Authority is permitted to use the Reserve fund investmen! income for principal and interest payments and thereby reduce the amount of operating
funds required to be transferred to the Debt Service fund.
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 personal property also are required to be deposited into these funds. The funds can be
used for improvements, betterments, extensions of facilities, restoration of depreciated or obsolete
property, operating equipment, unforeseen contingencies, and payment 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.

.
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The assets of the State Port Construction fund are unexpended contributions to the fund and net harbormaster fees required to be transferred to the fund . The assets are restricted for improvements and expansion
of the Ports Authority facilities.
During the year ended June 30, 1981, the Ports Authority established an irrevocable trust for the repayment of principal and interest on the outstanding 1967 revenue bonds. The assets of the trust consist of the
Revenue Bond Debt Service fund and Revenue Bond Service Reserve fund established for the 1967
revenue bonds and include additional amounts transferred from operating funds on December 18, 1980 by
the Ports Authority to make the total assets held in trust sufficient to repay the principal and interest on the
bonds as they become due.

<!';
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3. Contributed Capital and Plant Expansion:
Contributed capital at june 30, 1990 and 1989 consisted of:
1990
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)
Total
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

$

3,497,954
22,000,000
2,000,000
106,372,421

1989
$

3,497,954

22,000,000
2,000,000
106,533,138

65,110

65,110

133,935,485
3,179,678
1,652,487
344,477
302,900

134,096,202
3,179,678
1,652,487
344,477

$139,415,027

$139,272,844

(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.
13

The State of South Carolina has authorized funds for improvement and expansion of Ports Authority facilities 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 contributed capital
when the funds are committed by the State Treasurer.
Changes in contributed capital of $1,875,921 for the year ended june 30, 1989 were associated with
capital contributions by the State of South Carolina.
Contributed capital which originated from the proceeds of the State Capital improvement Bonds
decreased by $160,717 in 1990 as a result of the Ports Authority's donation of property to another
governmental agency.

,

4. Long-term Debt:
On March 22 , 1989, the Ports Authority issued $17,695,000 of Revenue Bonds, Series 1989, with
interest rates from 6.90% to 7.80% . The bonds were issued to pay the cost of acquisition and installation of four container cranes and to fund a Debt Service Reserve f unci.
The 1989 Bonds may generally be redeemed prior to maturity, at the option of the Ports Authority, on
or after July 1, 1997. The redemption prices of the 1989 Bonds are expressed as a percentage of the
principal amount to be so redeemed.
Period During Which Redeemed
Redemption
(both dates inclusive)
Price

•

July 1, 1997 to June 30, 1998
July 1, 1998 to June 30, 1999
July 1, 1999 and thereafter

102%
101
100

The 1989 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
damaged or destroyed, or if any public authority condemns or exercises the power of eminent domain over
the project.
The 1989 Bonds mature in amounts increasing from $100,000 in 1991 to $160,000 in 1998;
$905,000 in 1999 to $2 ,030,000 in 2010. The 1982 Bonds mature in amounts increasing from
$615,000in 1991 to$1,240,000in 1998.
The Ports Authority also has outstanding long-term debt consisting of Revenue Bonds, Series 1967 3.8% to 3.85%, Series 1982A- 10.00% to 10.875%, and other debt. Other debt consists of an installment obligation on office equipment at an interest rate of 7% and two notes issued for land purchased at
interest ratesof7.5% and 11.5%.
Maturities of long-term debt for the next five fiscal years are summarized as follows:
1967
Revenue
Bonds

r

1982A
Revenue
Bonds

1989
Revenue
Bonds

300,000
300,000
300,000

615,000
680,000
745,000
820,000
910,000
3,370,000

Less current portion

900,000
300,000

7,140,000
615,000

17,695,000
100,000

l.ong-term portion $

600,000

$ 6,525,000

$17,595,000

1991
1992
1993
1994
1995
1996-2000
2001-2005
2006-2010

$

$

100,000
110,000
115,000
120,000
130,000
2,325,000
6,030,000
8,765,000

Other
Debt
$

$
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Total

131 ,077
127,684
125,190
130,670
136,814
208,192

$ 1,146,077
1,217,684
1,285,190
1,070,670
1,176,814
5,903,192
6,030,000
8,765,000

859,627
131,077

26,594,627
1,146,077

728,550

$25,448,550

t
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5. 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 , 20 12. The lease provides exclusive use to the Ports Authority of one parcel and shared use with the lessor of the other
parcel. As of June 30, 1990, minimum rental payments required under this operating lease total
$1,176,545 and are due $54,723 in the year 1991 through 1995 and $902,930 thereafter. Rental
expense under operating leases for the years ended June 30, 1990 and 1989 was approximately
$389,651 and $362,466, respectively.

Construction -In addition to routine commitments for repairs and maintenance, the Ports Authority
had commitments for major construction of approximately $9,057,000 at June 30, 1990.
The federal Water Resources Development Act of 1986 authorized the deepening of Charleston
Harbor from its official 35-foot depth to an official40-foot depth. The project will take five to seven
years to complete, and will cost approximately $125 million. This Act, which authorizes construction
of 41 separate port deepening projects, requires a local nonfederal sponsor to share in the cost of each
project. The non federal share of the Charleston Harbor Deepening Project is estimated to be $40.3
million. The state legislature has authorized state general obligation bonds to pay the local nonfederal
share. The proceeds of these bonds will be contributed 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.
15

To facilitate payment in connection with the state's share of the Charleston Harbor Deepening Project,
the Ports Authority established a letter of credit arrangement totaling $5,688,000 at June 30, 1990
with a regional bank. The contracting federal agency is authorized to draw against the letter of credit as
construction progresses.

6. Reserved Retained Earnings:
Reserved retained earnings represent amounts reserved for debt service and capital additions and
consist of assets restricted by revenue bond covenants less current maturities of revenue bonds and the
related accrued interest at year end.
7. Retirement Plan and Post-Retirement Benefits:
Employees of the Ports Authority participate in the South Carolina Retirement System's employees
retirement plan ("System"), a cost-sharing multi-€mployer retirement system. Substantially all full-time
permanent Ports Authority employees are required to participate in the System. The System requires
employee and employer contributions. As of July 1, 1989, the Systems' pension benefit obligation
totaled $8,646,100,000 and the amortized cost of assets totaled $6,068,600,000. The Ports
Authority contributions represent less than 1% of System-wide contributions. Ten-year historical trend
System-wide information is available from the System. The Ports Authority has funded all contributions required by the System; employer and employee contributions made to the System by the Ports
Authority were $1,038,400 and $808,813 in 1990 and $935,644 and $788,300 in 1989,
respectively.

...

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, 1990, 123 retirees
were receiving benefits. The Ports Authority pays 100 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, 1990 and 1989, expenses for post-retirement
health care benefits were $203,350 and $147,600, 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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8. facilitating Agreements:
The Ports Authority has entered into various agreements with others whereby it assigns certain land
areas and certain of its facilities for use by others for one-month to thirty-year terms.
These agreements are accounted for as operating leases; revenue for port services provided and for
facilities used is recorded as operating revenue when earned; and, where appropriate, depreciation is
provided on the assigned facilities. Rental revenue is recorded when earned. In 1990 and 1989, rental
revenue recorded by the Ports Authority was $685,346 and $528,441, respectively.
The approximate total cost and related accumulated depreciation of facilities assigned to others at June
30, 1990 and 1989 were:

Cost
Accumulated depreciation
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1990
$122,552,000
42,818,000

1989
$107,191,000
38,982,000

Minimum future operating revenue and rentals to be received under noncancellable agreements as of
June 30, 1990 were:
fiscal year ending June 30:
$ 8,171,976
1991
6,673,428
1992
5,093,733
1993
4,084,064
1994
3,497,382
1995
3,915,250
Later years
Total minimum future operating
revenue and rentals to be received

$ 31,435,833

.

9. Extraordinary Item:
In September 1989, high winds and water associated with Hurricane Hugo caused damage to the
Ports Authority's buildings, structures, and equipment. The Ports Authority has been reimbursed for
substantially all losses incident to the hurricane, primarily through insurance proceeds and federal
disaster relief.

.,.
The Ports Authority's insurance arrangements provide for replacement of damaged property without
respect to the original cost of such property. Upon replacement of damaged property, the Ports Authority retires the undepreciated cost of the property and records the cost of the replacement property. The
difference between the recorded value of the properties is recognized as an extraordinary item.

...

for the year ended june 30, 1990, the assregate difference between the undepreciated cost of damaged property and the cost of their respective replacements plus other reimbursements was
$8,719,707. At june 30, 1990, other accounts receivable include $2,343,057 due from an insurance company for the completion of construction of replacement equipment.

10. Litigation:
In the ordinary course of conducting its business, the Ports Authority becomes involved in litigation,
claims, and administrative proceedings. Certain litigation, claims, and proceedings were pending at
june 30, 1990, 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.
18
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South Carolina State Ports Authority:
We have audited the accompanying balance sheet of South Carolina State Ports Authority as of June 30,
1990, and the related statements of earnings and retained earnings and changes in financial position 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
audits. The financial statements of the South Carolina State Ports Authority for the year ended June 30,
1989 were audited by other auditors, whose report, dated October 12, 1989, expressed an unqualified
opinion on those 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 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.
19

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the South Carolina State Ports Authority as ofjune 30, 1990, and the results of its operations
and changes in its financial position for the year then ended in conformity with generally accepted accounting principles.

Coopers & Lybrand
Columbia, South Carolina
August 31 , 1990
J.
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