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Message from the Chairman and Executive Director

The

South Carolina State Ports Authority is
pleased to have posted a record cargo year at its marine
terminals. The year-end total of more than 8.9 million
tons represented a S.S percent increase in business over
the previous year. More importantly, the last half of
the fiscal year WaS tracked at a 12 percent increase OVer
New COIIstructioll at Charlestoii 'S Ww ulo Term i11al w ill i11 crease
the Same periOd Of the preViOUS year, indicating a Very
CO /I Ill ill er il ll ll ilfillg capac i ty at this terlll ill af by approx imately 45%.
strong and accelerating growth trend. After battling
the worldwide economic slowdown of the past few years, this is welcome
news indeed for we are positioned quite well for this opportunity.
7,600,407

One

of the key missions of the Authority is to "foster and stimulate"
international waterborne commerce through South Carolina ports at
Charleston, Georgetown, and Port Royal in the economic interest of the
State. According to the South Carolina State Ports Authority's most recent
economic impact study, port cargo generates economic benefits to South
Carolina of more than 66,000 jobs; $6.2 billion in sales; $l.S billion in
personal income; and $240 million in tax revenues. These are all significant
numbers and the Authority is pleased to have played a major role in
achieving such benefits for South Carolina's citizens and businesses.

The

Port of Charleston continues its ranking
as first among container cargo ports on the Southeast
and Gulf Coasts, with almost SO percent of the total
market share. This significant accomplishment is
made possible by an extraordinary lineup of some SO
steamship lines, including several of the world's very
largest. These lines provide service to 120 foreign
countries, opening trade opportunities to South
Carolina's businesses on a worldwide basis. Backing
up these fine ocean services on the shoreside are 108
truck lines, two major railroads, and more than 6,000
highly skilled people working for a host of private
waterfront-related businesses including warehousemen, truckers, consolidators, custom brokers and
forwarders, stevedores, tug companies, and many,
many others . The combined result of all this effort is a
worldwide reputation for the Port of Charleston as a
"port of excellence."

1974

1984

1994

Charleston Tonnage - All Types

One

During the past year, the Authority continued to work toward several
capacity goals, all designed to keep pace with increasing levels of international
cargoes generated by State and regional businesses. New berth and crane
construction at the Wando Container Terminal moved forward very rapidly,
maintaining a target completion date near the end of calendar 1994. This
massive $100 million construction project will expand existing containerhandling capacity at the Wando Terminal by about 40 percent, and will
complete the build-out of this world-class terminal.

At

Georgetown, the Authority was
successful in resolving a dredged material
disposal problem which had threatened the
very existence of the Georgetown port for a

Tire Port of Georgetown received approval to proceed with chan11el drerlgi11g.

number of years. With uncertainties now
removed, Georgetown is already moving forward to attract new business made possible by a
more stable situation .

1994
1984
Georgetown Tonnage (Includes All Types + Georgetown Steel)
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In

addition, design work was completed
for a new import/export facility for BMW
automobiles. The Authority was pleased to have

Tire fi rst BMWs ro ll 011to
Clwrleston's docks, 011
their way to tire 11ew
BMW pla11till
Sparta11burg Coun ty, S.C.
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the full cooperation of the City of Charleston, the S.C. Railways Commission, and the S.C. Department of Transportation to enable this project to be
built. The first shipment of BMW automobiles was received on June 28,
1994, with many thousands to follow in the years ahead. We take great
pride in our relationship with BMW and look forward to moving the finest
automobiles in the world.

8,944,047

The

Authority's financial position remained strong throughout the
year. While net earnings did not equal some previous years, cash flow was
fully capable of servicing debt and providing funds necessary for facilities
improvement. Even with the engagement of significant new debt for the
construction of much-needed additional cargo handling capacities, the
outlook for future years is extremely optimistic. The Authority intends to
continue its policy of providing first-class port facilities and services for the
State's international businesses, free of taxpayer burden. Very few
public ports in the United States operate in such a fashion.

The

success of our Port operation is directly related to our
philosophy of running the entire port system like a private business. We operate in a highly competitive environment which
requires service and facilities second to none. As a
result, the Authority provides our State with an
economic development asset enjoyed by only a few
states. We will continue to maximize our efforts to
impact South Carolina with economic benefits for
our shareholders - the people of South Carolina.

Sincerely,

r7;¥
Robert V. Royall, Jr.
Chairman
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South Carolina Port Tonnage Export/Import - All Facilities

1/~VM-W. Don Welch
Executive Director
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Authority Board

William L. Bethea, Jr.
Vice Chairman

Robert V. Royall, Jr.
Chairman

James B. Moore
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Billy J. Coleman
Secretary

Robert L. Selman
Treasurer

Thomas F. Hartnett

Harry R. Easterling

Dorothy G. Owen

W. Don Welch
Executive Director
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Edgar A. Buck

Management
W. Don Welch
Executive Director
joe T. Bryant
Senior Director, Operations & Engineering
W.M. Lawrence
Chief Financial Officer
L. Duane Grantham

Director, Marketing & Sales
Anne M. Moi"se
Director, Public Relations
Til e South Caroli11a State Ports Autlwrity appreciates
tile stro11g support of South Caroli11a Govemor Carroll
A . Ca111pbell, Jr. , ill his efforts to bri11g 11ew i11dustry
a11d jobs to tile state. Fro111 left to rigilt: Governor
Carroll A . Ca111pbell, Jr. , a11d Robert V. Royall, Jr.
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Bernard S. Groseclose, Jr.
Director, Planning and Development
Robert A. Loy
Director, Employee Relations
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Statement of Fiscal Accountability

Report of Independent Auditors

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.

Members of the Governing Board
South Carolina State Ports Authority

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 rev~ewed arid 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 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)n
conformity with generally accepted accounting
principles, applying certain estimates and informed
judgments as required. The financial statements
contained in this annual report have been audited by
Ernst & Young LLP, independent auditors, whose
report appears on this page.

,.
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We have audited the balance sheets of the South
Carolina State Ports Authority as of June 30, 19.94 and
1993, and the related statements of reinvested
earnings and accumulated earnings reinvested in the
business, and cash flows for the years 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.
We conducted our audits 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 audits provide a reasonable basis for
our opinion.
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 at June 30, 1994 and 1993, and the results
of its operations and its cash flows for the years then
ended in conformity with generally accepted
accounting principles.

E
= J:hLLP
Greenville, South Carolina
August 26, 1994

W. M. Lawrence
Chief Financial Officer
South Carolina State Ports Authority

41t-1!hi-

Peter N. Hughes
Controller
South Carolina State Ports Authority
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South Carolina State Ports Authority
Balance Sheets
june 30
1994

1993

(In thousands)
Assets
Current assets:
Cash
Operating funds invested by the State Treasurer

s

2,513
5,954

$ 1,654
3,002

8,467

4,656

7,219
1,818
936
1,659

7,529
222
897
874

Total current assets

20,099

14,178

Assets restricted by revenue bond covenants

36,143

39,604

308,452

289,522

1,714

1,523

$366,408

$344,827

Accounts receivable:
Trade, less allowance for doubtful accounts of
$400 (1994) and $416 (1993)
Other
Inventories
Prepaid and other current assets

Property and equipment, net
Unamortized bond issue costs
Total assets
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june 30
1993

1994

(In thousands)
Liabilities and capitalization
Current liabilities payable from current assets:
Accounts payable
Accrued employee compensation and
payroll-related withholdings and liabilities

s

2,240

$

1,265

1,770

2,106

Total current liabilities payable from current assets

4,010

3,371

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

1,055
2,676
3,130
2,181

2,050
1,766
3,580
2,283

Total current liabilities payable from restricted assets

9,042

9,679

88,453

64,388

Capitalization:
Contributed capital
Accumulated earnings reinvested in the business

171,415
93,488

176,244
91,145

Total capitalization

264,903

267,389

$366,408

$344,827

Long-term debt

Total liabilities and capitalization

See accompanying notes.
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South Carolina State Ports Authority
Statements of Reinvested Earnings and Accumulated
Earnings Reinvested in the Business

Year Ended June 30
1994
1993

(In thousands)
Operating revenue
Operating expenses:
Direct operating expense
Administrative expense
Depreciation expense

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

$45,584

$45,335

20,405
11,411
11,742

20,180
9,922
11,639

43,558

41,741

2,026

3,594

681
90
(117)
(337)

643
495
(115)
(242)

317

781

Earnings reinvested in Port operations and facilities

2,343

4,375

Accumulated earnings reinvested in the business at
beginning of year

91,145

86,770

Accumulated earnings reinvested in the business at
end of year

$93,488

$91,145

See accompanying notes.

Eight

\

\

South Carolina State Ports Authority
Statements of Cash Flows
Year Ended june 30
1994
1993
(In thousands)
Operating activities
Operating earnings
Adjustments to reconcile operating earnings to
net cash provided by operating activities:
Other earnings, net
Depreciation
Amortization
Provision for doubtful accounts
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid and other current assets
Accounts payable
Payroll-related liabilities

Net cash provided by operating activities
Investing activities
Proceeds from sale of investments
Purchases of investments
Interest on investments

Net cash provided by investing activities
Capital and related financing activities
Acquisition and construction of capital assets
Increase in retainage and construction accounts payable
Proceeds received in connection with issuance of
1994 junior lien revenue bonds
Proceeds from other borrowings
Principal paid on revenue bonds
Principal paid on other debt
Interest paid on revenue bonds
Interest paid on other debt
Contributed capital by State
Bond issuance costs
Proceeds from sale of capital assets

Net cash (used in) capital and related financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

$ 2,026

$ 3,594

(247)
11,742
60
567

330
11,639
55
36

(253)
(39)
(785)
975
(336)

(179)
59

13,710

15,870

62,881
(62,573)
1,448

61,628
(33,610)
2,585

1,756

30,603

(35,116)
460

(77,204)
989

25,000
1,000
(870)
(2,060)
(4,605)
(102)

1

107
228

1,429
(300)
(248)
(4,856)
(115)
27,476

(251)
1,736
(14,808)

(52,829)

658

(6,356)

15,632

21,988

$ 16,290

$ 15,632
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South Carolina State Ports Authority
Statements of Cash Flows, (continued)
A reconciliation of cash and cash equivalents reflected in the statement of cash flows to the balance
sheet is as follows (in thousands):

_Current
Assets

Restricted
Assets

Statement of
Cash Flows
Total

Cash and cash_ equivalents at July 1, 1993
Net increase (decrease)

$ 4,656
3,811

$10,976
(3,153)

$15,632
658

Cash and cash equivalents at june 30, 1994

$ 8,467

.$ 7,823

$16,290

Noncash investing, capital and financing activities
During 1994, the Ports Authority sold certain land to the State of South Carolina for $3,600,000 of
which $1,600,000 was a note receivable.

See accompanying notes.
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South Carolina State Ports Authority
Notes to Financial Statements
June 30, 1994

.,.,

1. Summary of Significant Accounting Policies

Inventories

Organization and Basis of Accounting

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

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 the
accrual basis of accounting applicable to
governmental enterprise funds. The Ports
Authority has no stockholders or equity
holders and is directed by a governing board
("the Ports 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 invested in a statewide investment pool
managed by the State Treasurer and construction, debt service and debt service reserve
funds managed by bond trustees. The State
Treasurer invests in U.S. government securities
and agency obligations. The bond trustees
invest in government securities, repurchase
agreements and money market accounts
collateralized by U.S. government securities.
These investments are carried at cost plus
accrued interest, which approximates market
value.

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 straightline method generally over the following
estimated useful lives:
Land improvements
Buildings and structures
Railroad tracks
Terminal equipment
Furniture and fixtures

3 to
S to
20 to
3 to
2 to

SO years
SO years
2S years
2S years
20 years

Unemployment 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.
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 Ft!-nd and the 1989 Rebate Fund)
purchased with an original maturity of three
months or less to be cash equivalents.
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South Carolina State Ports Authority
Notes to Financial Statements, (continued)

1. Summary of Significant Accounting Policies,
(continued)
In fiscal 1994, the Ports Authority changed its
presentation of the statement of cash flows
from the direct method to the indirect
method. The fiscal1993 statement of cash
flows has been reclassified to comply with the
indirect method.

Concentration of Credit Risk
The Ports Authority provides services and
facilities usage for companies located throughout the world. The Ports Authority performs
ongoing credit evaluations 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, ln\'estments and Pooled
ln\'estments
The Ports Authority maintains cash balances
and pooled investments available 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 in-

vested 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

i.

At June 30, 1994, the carrying amount of the
Ports Authority's cash was $4,053,000 and the
bank balance was $4,329,000. Of the bank
balance, $200,000 was covered by Federal
depository insurance and $4,129,000 was
invested in overnight repurchase agreements
collateralized by securities.

Investments
At June 30, 1994, 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
totaling $28,320,000, 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 department and are
not registered in the Ports Authority's name.
The Ports Authority's total cash and investments at June 30, 1994 and 1993 were
$44,610,000 and $44,260,000, respectively, at
cost, which approximates market value:

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

3. Assets Restricted by Revenue Bond Covenants
Restricted funds at June 30 summarized by fund are (in thousands):
1994
'

I

l

Investments held by trustee relating to outstanding
revenue bonds:
1994 Construction Fund
1991 Construction Fund
1991 Debt Service Fund
1991 Debt Service Reserve Fund
1989 Rebate Fund
Wando Completion Fund
Total investments held by trustee
Cash and cash equivalents:
Capital Improvement Fund:
Cash
Funds invested by the State Treasurer

Capital Improvement Fund (Georgetown)
Wando Completion Fund

Depreciation Fund:
Cash
Funds invested by the State Treasurer

Other - State Port Construction Fund:
Cash
Funds invested by the State Treasurer

Total cash and cash equivalents
Total assets restricted by revenue bond covenants

"
~

.i

"'

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, a Revenue Bond Construction Fund
(for unexpended revenue bond proceeds), a

$16,113
1
3,096
2,743

1993

$
22,870
3,024
2,590
144

6,367
28,320

28,628

606
5,740

958
1,377

6,346

2,335

76

74
7,971

6,422

10,380

867
402

98
389

1,269

487

70
62

48
61

132

109

7,823

10,976

$36,143

$39,604

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 forthe redemption of
bonds and payment of interest on the bonds.
Additions to the Revenue Bond Debt Service

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

3. Assets Restricted by Revenue Bond
Covenants, (continued)
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 outstanding.
When the assets of the Reserve Fund exceed
the requirements, the Ports Authority is
permitted to 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 Funds 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 personal
property also are required to be deposited to
these Funds. The Funds can be used for
improvements, betterments and 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.
Maturities of investments in the Capital
Improvement Funds and Depreciation Funds
are limited to a maximum of five years and
two years, respectively.

.·

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.

4. Property and Equipment
Property and equipment consist of the following amounts at June 30, 1994 and 1993 (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

5.Long-TermDebt
On December 19, 1991, the Authority legally
defeased $23,330,000 of outstanding 1982A
and 1989 Series bonds, of which $21,530,000

Fourteen

1994

1993

s 85,592
63,512
164,494
3,144
25,098
2,793
91,865

$ 87,663
70,059
163,840
3,144
24,776
2,626
55,073

436,498
128,046

407,181
117,659

$308,452

$289,522

is outstanding at June 30, 1994, 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

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

5. Long-Term Debt, (continued)

t';J

trust with a bank as escrow agent to provide
for all future debt service payments on the
1982A and 1989 Series bonds. As a resul( the
1982A and 1989 bonds are considered to be
defeased and the liability for those bonds has
been removed from long-term debt.
Although the defeasance resulted in the
recognition of an accounting loss of $820,000,
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 payments) of
$1,520,000.
During fiscal 1992, the Ports Authority issued
Series 1991 bonds to provide funds to finance
a portion of the cost of improvements and
expansion to its container facilities at the
Wando Terminal. The bonds, issued at a
discount of $1,092,000, consist of serial bonds
totaling $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 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, 1994 were $995,000 _and
$1,469,000, respectively. 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, 2001. The
redemption prices as a percentage of principal
amount are as follows (plus interest 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 damaged or
destroyed, or if any public authority condemns or exercises the power of eminent
domain over the project.
The Series 1991 Bonds, due July 1, '2011 and
July 1, 2021, are subject to mandatory sinking
fund redemption by lot on July 1 in each of
the following years and will be red_eemed at
100% of the principal amount pl_us accrued
interest at the redemption date (in thousands):

Term Bonds Due
2011
Year
Amount
2007
2008
2009
2010
2011

$ 1,950
2,080
2,215
2,365
2,520
$11,130

Term Bonds Due
2021
Amount
Year
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

$ 2,690
2,870
3,065
3,270
3,490
3,725
3,975
4,245
4,530
4,840
$36,700

During fiscal 1994, the Ports Authority issued
Series 1994 Junior Lien Revenue Bonds to
provide funds to finance a portion of the cost
of improvements and expansion to its
container facilities at the Wando Terminal.
The bonds consist of term bonds, $25,000,000
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South Carolina State Ports Authority
Notes to Financial Statements, (continued)

5. Long-Term Debt, (continued)
maturing July 1, 2024. Bond issue costs
incurred, totaling approximately $251,000, are
being amortized using the straight-line
method over fifteen years and the balance at
June 30, 1994 is $245,000. Interest is payable
at the beginning of each month at a variable
rate which was 2. 75% at June 30, 1994.

The Series 1994 Bonds may be redeemed prior ·
to maturity, at the option of the Ports Authority.
The Ports Authority is required to maintain an
irrevocable letter of credit equal to the
principal amount of the Series 1994 Bonds
and accrued interest. The letter of credit had
an available balance of $27,759,000 at June
30, 1994.

The Series 1994 Bonds are subject to mandatory sinking fund redemption 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):

Year

Amount

Year

Amount

Year

Amount

1998

$ 200

2007

$ 500

2016

$1,100
1,300

1999

300

2008

600

2017

2000

300

2009

600

2018

1,400

2001

300

2010

700

2019

1,500

2002

300

2011

700

2020

1,600

2003

400

2012

800

2021

1,800

2004

400

2013

900

2022

1,900

2005

400

2014

1,000

2023

2,100

2006

500

2015

1,100

2024

2,300

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 tong-term debt are summarized as follows (in thousands):

1995
1996
1997
1998
1999
Thereafter

1994
Revenue
Bonds

1991
Revenue
Bonds

$

$

Sixteen

Total

200
300
24,500

915
960
1,015
1,070
1,130
59,765

$140
64
71
373

$ 1,055
1,024
1,086
1,643
1,430
84,265

25,000

64,855

648

90,503

915
995

140

1,055
995

$62,945

$508

$88,453

Less:
Current portion
Unamortized bond discount
Long-term portion

Other
Debt

$25,000
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South Carolina State Ports Authority
Notes to Financial Statements, (continued)

5. Long-Term Debt, (continued)
Interest cost incurred in 1994 and 1993 was $4,605,000 and $4,382,000, respectively. Interest of
$3,720,000 and $2,914,000, net of related interest income of $738,000 and $1,053,000, was capitalized in 1994 and 1993, respectively, in connection with the construction of the Wando Terminal.
,-_:::

6. Contributed Capital and Plant Expansion
Contributed capital at June 30, 1994 and 1993 consisted of (in thousands):
1994

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 Eoad (Department of
Highways and Public Transportation)
For BMW Plant Land Purchase
For BMW Land Improvements (b)

City of Charleston and Southern Railway
State Port Construction Fund (c)
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.

1..

I

(b) In accordance with agreements finalized
in 1994, $4,829,000 from the State of ·
South Carolina was administered by the
Ports Authority for construction of land
improvements at the BMW site. Since
those improvements are for the benefit of
BMW and may not be recoverable by the
Ports Authority, they have not been
capitalized and contributed capital has
been reduced by this amount in 1994.
(c) Contributions to the State Port Construction Fund were received primarily from
the Maritime Association of the Port of
Charleston.

s

3,498
22,000

1993
$

3,498
-22,000

2,000
106,372

2,000
106,372

65
32,000

65
32,000
4,829

165,935

170,764

3,180
1,653
344
303

3,180
1,653
344
303

$171,415

$176,244

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 Ports 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.

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

7. Commitments, (continued)
The lease provides exclusive us.e to the Ports
Authority of one parcel and shared use of the
other parcel with the lessor. As of June 30,
1994, minimum rental payments required
under this operating lease total $1,173,000
and are due approximately $63,000 per year in
the years 1995 through 1999 and $858,000
thereafter. Rental expense under operating
leases for the years ended June 30, 1994 and
1993 was $366,000 and $422,000, respectively.
Construction

In addition to routine commitments for
repairs and maintenance, the Ports Authority
had commitments for construction of approximately $16,000,000 at June 30, 1994.
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 approximately $89.3 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 $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 to the Federal government in connection with the maintenance of
disposal sites and the State's share of the
Charleston Harbor Deepening Project, the
Ports Authority established letter of credit
arrangements with a regional bank. The
contracting Federal agency is authorized to
draw against the letters of credit for the State's
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share as maintenance occurs and construction
progresses. The total available under the
letters of credit is $2,298,000 at June 30, 1994.
During 1994, $1,420,000 was drawn against
the letters of credit of which $1,122,452 was
reimbursed to the Ports Authority from State
funds. There were no outstanding draws
against the letters of credit at June 30, 1994.
The Ports Authority has purchased certain
land in Greer, South Carolina, for a total cost
of approximately $37 million. The project
was funded by $5 million from the Ports
Authority and the balance from the State of
South Carolina and related entities.
The land purchase is the result of a State effort
that resulted in Bavarian Motor Works
("BMW") locating an automobile manufacturing facility in South Carolina. The Ports
Authority has entered into a lease of the
aforementioned land and land improvements
with BMW under a lease agreement that
covers a 30-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 property. If B~.w
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.
During 1994, the Ports Authority and BMW
entered into a Service Agreement establishing
a unit fee per each vehicle handled and stored
by the Ports Authority. The term of the
Service Agreement ends July 31, 2004.
During 1994, the Ports Authority committed
for business purposes to invest $3,000,000 in
connection with the construction of an
aquarium and parking garage by the City of
Charleston. In return for its investment, the
Ports Authority will be entitled to one-third of
the net cash flow (after debt service) of the
parking garage.

\
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South Carolina State Ports Authority
Notes to Financial Statements, (continued)
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8. Retirement Plans and Other Post-Retirement
Benefits
Employees of the Ports Authority participate
in the South Carolina Retirement System's
employees retirement plan ("PERS"), a defined
benefit, cost-sharing, multiple-employer,
public employee retirement system. 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, 1994 was
$14,462,000. The payroll for employees not
covered by PERS for the year ended June 30,
1994 was $258,000.
Under PERS, employees who retire at or after
age 65 or have 30 years of 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 service. Vested employees
may retire at or after 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 for the year
ended June 30, 1994 was $1,092,000 from the
Ports Authority and $868,000 from employees.

t..

An actuarial valuation is performed for PERS
annually. At the most recent valuation date,
July 1, 1993, the pension benefit obligation
for retired and active members was approximately $12.6 billion. The amortized cost of
assets of PERS was approximately $9.4 billion.
The unfunded pension benefit obligation was
approximately $3.2 billion. The pension

benefit obligation is a standardized disclosure
measure of the present value of pension
benefits, adjusted for the effects of projected
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 credited 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 to PERS.
Ten-year historical trend information showing
PERS's progress in accumulating sufficient
assets to pay benefits when due is presented in
PERS's June 30, 1993 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 Juhe 30, 1994, 145 retirees were
receiving benefits. The Ports Authority pays
100 percent of the cost of medical insurance
premiums for the retirees. Expenses for postretirement medical insurance premiums are
recognized as paid by the Ports Authority.
During the years ended June 30, 1994 and
1993, expenses for post-retirement health care
benefits were $293,000 and $278,000, 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.

9. Facilitating Agreements
The Ports Authority has entered into agreements with tenants whereby it assigns certain
land areas and certain of its facilities for their
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South Carolina State Ports Authority
Notes to Financial Statements, (continued)

9. Facilitating Agreements, (continued)

10. Fair Value of Financial Instruments

use for terms ranging from one month to
thirty years.

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, 1994, the fair values of
long-term debt were estimated using discounted cash flows based on current rates
available to the Authority for similar borrowing arrangements and the market rate of
comparable traded debt, as follows (in
thousands):

These agreements are accounted for as
operating leases; revenue for port services
provided and for facilities used is recorded as
operating revenue when earned.
In 1994 and 1993, operating revenue recorded
for facilitating agreements by the Ports
Authority was $26,814,000 and $23,943,000,
respectively.
The approximate total cost and related
accumulated depreciation of facilities assigned
to others at June 30, 1994 and 1993 were (in
thousands):
1994

Cost
Accumulated
depreciation

1993

$132,238

$130,329

60,366

54,295

Minimum future operating revenue and
rentals to be received under noncancelable
agreements as of June 30, 1994 were (in
thousands):
Year Ending June 30

1995
1996
1997
1998
1999
Later years

$ 8,342
5,201
3,945
2,258
557
1,774

Total minimum future
operating revenue and
rentals to be received

Carrying
Value

Estimated
Fair
Value

$88,859

$89,179

Debt

The above long-term 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 simflar
bonds.

11. Litigation
In the ordinary course of business, the Ports
Authority becomes involved in dredging
matters, litigation, claims and administrative
proceedings. Certain litigation, claims and
proceedings were pending at June 30, 1994,
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.

$22,077
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It is the first in a series of new

ships capable of carrying over
4,200 20-foot containers.
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