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The first vessel from the new Global Alliance steamship line 
consortium docks at Columbus Street Terminal. 

Cover: On the front and back covers are representations of the stacks of the steamship lines, barge carriers, and tug 
companies that serve the ports of South Carolina. 
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Message from the Chairman and Executive Director 

n iscal year 1995 was a phenomenal 

.. year for South Carolina ports, and 

the Port of Charleston. Solid growth was 

experienced in overall tonnage, number of 

containers handled, ship calls, and new 

steamship line service. Charleston's market 

share in the major trade routes of the world 

grew significantly. 

Charleston has been a 

Sea-Land, one of the Port's largest 

steamship lines and the largest United States 

flag carrier, relocated from Charleston's 

Columbus Street Terminal to the new area 

at the Wando Welch Terminal. This placed 

the line adjacent to Maersk Line with 

whom Sea-Land is entering a joint 

operating agreement. The space made 

available by Sea-Land's 

strong port for a number 

of years, maintaining its 

position as the number 

two container port on the 

U.S. East and Gulf Coasts. 

The leap forward this past 

year was made possible by 

an established foundation 

of technical expertise and 

business acumen 

combined with the added 

benefit of having room to 

grow. A new berth, acres 

of container handling 

"The leap forward 

this past year was 

made possible by 

an established 

foundation of 

technical expertise 

and business 

acumen combined 

with the added 

benefit of having 

room to grow." 

move from Columbus 

Street Terminal was 

immediately occupied by 

the Global Alliance, a 

new consortium made up 

of Mitsui O.S.K., 

American President Line, 

OOCL, and Nedlloyd 

Lines. 

Charleston and its 

customers are well-served 

by the premier lines of the 

world. Other new lines 

area, and three giant new cranes were 

brought on-line at the Wando Welch 

Terminal at a cost of $100 million. The 

expanded area at the Wando Welch 

or new services begun this 

fiscal year are Maersk's new East Coast 

South American, Hapag-LloydffMM/ 

ACL's service from Europe; CSAV-Chilean 

Line's route to East Coast South America; 

Termi_nal, financed using revenues from Evergreen and FMG to the Caribbean; 

port operations, was opened in April. For AZSCO to Israel and the Black Sea, and 

the first time in several years, the Port had FMG to South America. Mediterranean 

space to offer new customers and that Shipping Co. (MSC) added significantly to 

opportunity led to substantial new business. its offerings with a new weekly service to 

William L. Bethea, Jr. 
Chairman 

W.Don Welch 
Executive Director 
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Africa and Australia in combination with 

SafBank and Lykes Lines. MSC also 

"The SPA is moving 

forward 

aggressively with 

the planning for 

its new Daniel 

Island terminal 

which is a vital 

component of 

terminal 

expansion into the 

next century." 

expanded its South American and 

North Atlantic services. Other 

established lines which enhanced 

their services were COSCO, 

Evergreen, Hapag-Lloyd in joining 

the NOLINYK AEX service, 

Lykes, Turkish Cargo, ABC, and 

Autoliners. 

These steamship lines, both 

new and established, provided the 

lift that pushed 1995 above the 

ordinary. For the first 

time in their history, 

Those vessels and the cargo they carried 

flowed to and from all parts of the world. 

Exports to North Europe showed the 

largest real gain in traffic through 

Charleston. Charleston's trade with South 

America increased by 34%, one of the 

largest gains in South American trade 

among all South Atlantic and Gulf ports. 

Middle Eastern and South Asian trades 

grew strongly and African trade tripled. 

This growth reflects meaningful market 

share increases for Charleston as the Port 

captures new business. Charleston's 

container growth surpassed the 
10,262.657 

South Carolina's three 

ports in Charleston, 

Georgetown, and Port Royal 

broke the 10-million-ton mark, 

an increase of 15% over last 

year's solid performance. 

Containerized cargo, all of 

which moves through 

Charleston, increased 17% 

over a million tons - to reach 

Total Tonnage 
Charleston, 
Georgetown, and 
Port Royal 

average growth for all Atlantic 

and Gulf Coast ports. 

This growth has brought in 

the revenues necessary to meet 

the SPA's operating expense 

and debt service obligations. 

For the Authority to maintain 

its role as a creator of 

economic base for South 

PAGE 2 

a total of 8.14 million tons. 

The trend for a number of 

years has been for ships to get 

larger and carry more cargo, 

but with the number of vessel 

calls staying about the same. However, in 

1995, 185 more ships and 79 more barges 

called Charleston terminals than in 1994. 

This significant increase in vessel traffic had 

a positive economic impact on the entire 

maritime service community, as well as the 

entire state and region. 

Carolina, a strong revenue 

flow is essential to provide for 

both current obligations and 

the expanded facilities needed 

to maintain growth. The SPA 

is moving forward aggressively 

with the planning for its new 

Daniel Island terminal which is a vital 

component of terminal expansion into the 

next century. It is also thoughtfully 

analyzing other specialty and intermodal 

possibilities that could enhance service 

capabilities. 

J 

I 

\ 
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Crane operator's view of vessel loading at the Port of Charleston, the second largest 
container port on the U.S. East and Gulf Coasts. 
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As a possible funding source to assist 

with Daniel Island terminal construction, 

master planners have 

been commissioned to 

study the revenue 

potential for the 

Authority via the 

redevelopment of Union 

Pier, a restricted-use 

facility in downtown 

Charleston adjacent to 

the city's 

for international trade, must be deep 

enough and wide enough to handle the 

larger new ships already beginning to ply 

the oceans. The initial deepening study of 

Charleston harbor by the U.S. Army Corps 

of Engineers indicates that the Charleston 

channels should be deepened to 45 feet. 

A separate study of Georgetown 

harbor, which the SPA has sought for three 

years, now appears to be on track in the 

Congressional budgeting process. The 

historic 

area. The 

architectural 

firm of 

Ehrenkrantz 

& Eckstut, 

with a 

8,142,060 

Containerized 
Tonnage 

Georgetown study will 

analyze the feasibility and 

justification of deepening that 

channel from 2 7 feet to 35 

feet. Georgetown can be 

proud of its record year in 

which it handled more than 

1.3 million tons of cargo, an 

11 % increase over 1994. 

Charleston 

The Port of Charleston's ORION EDI 
computer system is the most advanced in 
the industry and saves two to three days 
clearance time over other ports. 

team of 

PAGE 4 

engineers and financial 

advisors, is creating a step-by

step plan that will allow that 

area to blend in with the 

historic city pattern of growth 

while also providing funds to 

be redeployed in Daniel Island 

811,652 

terminal construction. Portions of Union 

Pier may continue as cargo handling areas 

for an indefinite period of time. Citizen, 

environmental, and historical groups 

involved in the design process have reacted 

very positively to initial conceptual plans. 

n uture study and planning 

- has also begun for improved ship 

channels. These channels, the highways 

2,859,421 Port Royal entered a 

period of transition in 1994. 

The terminal had been 

operated by PPR, Inc. for 

nine years, but in April1995, 

the terminal reverted to SPA 

control by mutual agreement. 

The Authority is bringing 

Port Royal into the regular operating 

program of the SPA under the directorship 

of David Schronce, who also directs sales 

and operations at Georgetown. 

In any year, it is a major responsibility 

to handle millions of tons of other people's 

cargo and send it smoothly and properly on 

its way. In a year of record-breaking 

activity the cargo and its paperwork could 

\ 
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A new berth, two of three new post-panamax container cranes, and 65 acres 
of new container back-up space began service at the Wando Welch Terminal 
in April1995. 

flow so quickly as to bury an unprepared 

port system. Such was not the case with 

electronic filing of port tariffs. One of the 

benefits of the new AES program is that 

Charleston, however, due in major part when all U.S. ports are linked to it, export 

because the SPA has honed its technological information will be both timely and 

edge to razor sharpness. ORlON, the accurate so that the under-reporting and 

computer system developed by the Port and under-valuing of U.S. exports will stop. It is 

its maritime community, has kept cargo widely believed that if all U.S. exports were 

clearance moving smoothly while adding accurately valued, the U.S. balance of trade 

new FAX and automated export functions. would look very different and very much 

ORlON is an industry-leading, standard- more positive than it does currently. 

setting.computer system that was presented ORlON can be held up as an example 

a U.S. Customs Service award for of the success the entire Port community 

pioneering the Automated Export System 

(AES) just as it had previously led with the 

enjoys through working together. That 

joint effort contributed significantly to the 

Automated Manifest System (AMS) and the successful year the Port just completed. 

Vessel Calls 
Charleston 

1,511 
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New business does not just 

come because of available 

space; success is attracted by 

hard work, creative 

marketing, and a good, 

cooperative maritime 

community. 

The signs of Port success 

extend well beyond the 

terminals themselves. The 

"The State Port 

system has, since 

its founding, been 

considered a major 

tool for attracting 

new industry to 

South Carolina." 

companies took advantage 

of foreign-trade zone 

licenses secured by the Ports 

Authority. A great deal of 

interest has been created in 

the state by BMW's 

prominent use of foreign

trade zones. Consequently, 

the SPA has been very busy 

State Port system has, since its founding, 

been considered a major tool for attracting 

new industry to South Carolina. Since the 

announcement of the Naval Shipyard and 

Base closing in Charleston, the value to 

industry of the Port has been widely used 

by the South Carolina Department of 

Commerce and the newly organized 

Charleston Regional 

expanding existing zones, 

working to establish new sub-zones, and 

educating potential users to the benefits of 

the FTZ system. 

The State Port system was created to 

promote the economic health of the State of 

South Carolina. The Ports Authority and 

the entire maritime community work very 

hard every day to realize the fruit of that 

creation in the form of new business 

1,334,148 Development Alliance in its opportunities, better jobs, and a general up-
Georgetown 
Tonnage 
Includes all types 
+ Georgetown 
Steel 

efforts to restructure the area's lifting of the South Carolina economy. The 

economy. recently completed economic impact study 

In the last half of this documented 78,000 jobs and $8.9 billion in 

fiscal year alone, 11 port user 

industries came to the 

Charleston area or greatly 

expanded their plants in the 

area. These additions to our 

industrial base represent an 

investment of three quarters 

of a billion dollars. Several 

hundred new, good-paying 

jobs are being broug~t to the 

Lowcountry by these new or 

expanded businesses. 

sales and services revenues to South 

Carolina businesses because of the State 

Port system. The SPA is working diligently 

to remain well-positioned to continue this 

vital work in the years ahead. 

William L. Bethea, Jr. 
Chairman 

In addition to the usual port services 

provided to these businesses, several of the 
W. Don Welch 
Executive Director I 
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High-speed container cranes at the Port of Charleston save steamship lines and shippers time and money. 
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William L. Bethea, Jr. 
Chairman 

Thomas F. Hartnett 
Treasurer 

James B. Moore 

Robert V. Royall, Jr. 

Resigned]an.12, 1995 
to become Secretary of 
Commerce, State of 
South Carolina 

Edgar A. Buck 
Vice Chairman 

Gayle 0. Averyt 

Dorothy G. Owen 

Robert L. Selman 

Resigned]une30, 1995 

Billy J. Coleman 
Secretary 

Harry R. Easterling 

.. ~ . . :-- -· 
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l :;_ 

W.DonWelch 
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 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 
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. 

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

~1/hL 
Peter N. Hughes 
Controller 
South Carolina State Ports Authority 

Report of Independent Auditors 

Members of the Governing Board 
South Carolina State Ports Authority 

We have audited the balance sheets of the 
South Carolina State Ports Authority as of June 30, 
1995 and 1994, 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, 1995 and 
1994, and the results of its operations and its cash 
flows for the years then ended in conformity with 
generally accepted accounting principles. 

~ynLLP 
Ernst & Young LLP 
Greenville, South Carolina 
August 18, 1995 
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South Carolina State Ports Authority 

Balance Sheets 

June 30 
1995 1994 

(In thousands) 
Assets '· 
Current assets: 

Cash $ 1,519 $ 2,513 
Operating funds invested by the State Treasurer 9,701 5,954 ., 

11,220 8,467 
Accounts receivable: 

Trade, less allowance for doubtful accounts of 
$697 (1995) and $400 (1994) 9,572 7,219 

Other 213 1,818 
Inventories 1,086 936 
Prepaid and other current assets 1,872 1,995 

Total current assets 23,963 20,435 

Assets restricted by revenue bond covenants 21,252 36,143 

Property and equipment, net 320,527 308,116 

Unamortized bond issue costs 1,643 1,714 

Total assets $367,385 $366,408 

\ 
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June 30 
1995 1994 

(In thousands) 
Liabilities and capitalization 
Current liabilities payable from current assets: 

Accounts payable $ 2,443 $ 2,240 
,. Accru~d employee compensation and payroll-related 

withholdings and liabilities 1,998 1,770 

Total current liabilities payable from current assets 4,441 4,010 

Current liabilities payable from restricted assets: 
Current maturities of long-term debt 984 1,055 
Accounts payable, construction 1,154 2,676 
Retainage payable on construction contracts 466 3,130 
Accrued interest payable 2,184 2,181 

Total current liabilities payable from restricted assets 4,788 9,042 

Long-term debt 87,341 88,453 

Capitalization: 
Contributed capital 171,100 171,415 
Accumulated earnings reinvested in the business 99,715 93,488 

Total capitalization 270,815 264,903 

Total liabilities and capitalization $367,385 $366,408 

See accompanying notes. 
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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 

Accumulated earnings reinvested in the business 
at beginning of year 

Accumulated earnings reinvested in the business 
at end of year 

See accompanying notes. 
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Year Ended June 30 
1995 1994 

(In thousands) 

$55,278 $45,584 

26,093 20,767 
11,341 11,049 
12,234 11,742 

49,668 43,558 

5,610 2,026 

1,520 681 
471 90 

(1, 166) (117) 
(208) (337) 

617 317 

6,227 2,343 

93,488 911145 

$99,715 $93,488 

\ 
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Operating activities 
Operating earnings 
Adjustments to reconcile operating earnings to 

net cash provided by operating activities: 
Depreciation 
Provision for doubtful accounts 
Other earnings, net 
Amortization 
Gain on disposal of fixed assets 
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 
Change 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 
Capital contributed to State Railways Commission 
Bond issuance costs 
Proceeds from sale of fixed assets 

Net cash (used in) capital and related financing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

South Carolina State Ports Authority 

Statements of Cash Flows 

Year Ended June 30 
1995 1994 

(In thousands) 

$ 5,610 $ 2,026 

12,234 11,742 
750 567 
263 (247) 
108 60 
(85) 

{1,498) (253) 
(150) (39) 
123 (1,121) 
203 975 
228 (336) 

17,786 13,374 

26,436 62,881 
(6,024) (62,573) 
1,939 1,448 

22,351 1,756 

(20,940) (34,780) 
{4,186) 460 

25,000 
1,000 

(915) (870) 
(448) (2,060) 

{5,133) (4,605) 
(42) (1 02) 

(315) 
(251) 

116 1,736 

(31,863) (14,472) 

8,274 658 

16,290 15,632 

$24,564 $ 16,290 
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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): 

Cash and cash equivalents at june 30, 1994 
Net increase (decrease) 

Cash and cash equivalents at July 1, 1995 

Noncash investing, capital and financing activities 

Current 
Assets 

$ 8,467 
2,753 

$11,220 

Restricted 
Assets 

$ 7,823 
5,521 

$13,344 

Statement of 
Cash Flows 

Total 

$16,290 
8,274 

$24,564 

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. The $1,600,000 note receivable was collected in 1995. 

During 1995, the Ports Authority entered into a capital lease agreement for an asset valued at $144,000. 

See accompanying notes. 
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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 
Charleston, Georgetown and Beaufort 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. In accordance with 
Governmental Accounting Standards Board 
("GASB") Statement No. 20, the Ports Authority 
has elected to apply all Financial Accounting 
Standards Board ("FASB") Pronouncements, 
except those that conflict with or contradict GASB 
Pronouncements. 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, Investments and Pooled Investments 

The Ports Authority maintains cash balances and 
pooled investments for operations and maintains 
cash, investments, and pooled investments for 
debt service and 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 and cash equivalents, investments and 
pooled investments maintained in accordance 
with revenue bond covenants are included on the 

South Carolina State Por-ts Authority 

Notes to Financial Statements 
June 30, 1995 

balance sheet as "Assets restricted by revenue 
bond covenants". 

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. 

At June 30, 1995 and 1994, the Ports Authority's 
funds held by banks as trustees totaled 
$7,908,000 and $28,320,000, respectively. The 
State Treasurer held $21,769,000 and 
$12,234,000 of the Port's Authority's funds at June 
30, 1995 and 1994, respectively. 

The Ports Authority's total cash and investments at 
June 30, 1995 and 1994 were $32,472,000 and 
$44,610,000, respectively, at cost, which 
approximates market value. Periodically cash on 
deposit in Federally insured institutions exceeds 
the limit on insured deposits. 

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 

3 to 50 years 
5 to 50 years 

20 to 25 years 
3 to 25 years 
2 to 20 years 
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South Carolina State Ports Authority 

Notes to Financial Statements (continued) 

1. Summary of Significant Accounting Policies 
(continued) 

Risk Management 

The Authority is exposed to various risks of loss 
related to torts; theft of, damage to and 
destruction of assets; errors and omissions; injuries 
to employees and natural disasters. The Authority 
has obtained commercial insurance to cover the 
risk of these losses, including workers' 
compensation and employee health and accident 
insurance. Settled claims resulting from these risks 
have not exceeded commercial insurance 
coverage in any of the past three fiscal years. 

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. 

PAGE 16 

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 funds held by 
the State Treasurer and restricted funds, except 
Debt Service Funds, Debt Service Reserve Funds 
the 1991 and 1994 Construction Funds and the' 
Wando Completion Fund) purchased with an 
original maturity of three months or less to be 
cash equivalents. 

Reclassification 

Certain amounts for 1994 have been reclassified 
to conform with the 1995 presentation . 
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South Carolina State Ports Authority 

Notes to Financial Statements (continued) 

2. Assets Restricted by Revenue Bond Covenants 

Restricted funds at june 30 summarized by fund are (in thousands): 

Funds held by trustee relating to outstanding revenue bonds: 
1994 Construction Fund 
1991 Construction Fund 
1991 Debt Service Fund 
1991 Debt Service Reserve Fund 
Wando Completion Fund 

Total funds held by trustee 

Cash and cash equivalents: 
Capital Improvement Fund: 

Cash 
Funds invested by the State Treasurer 

Capital Improvement Fund (Georgetown): 
Funds invested by the State Treasurer 

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 

1995 1994 

$ 1,778 $16,113 
1 

3,198 3,096 
2,927 2,743 

5 6,367 

7,908 28,320 

1,126 606 
9,654 5,740 

10,780 6,346 

80 76 

10,860 6,422 

137 867 
2,178 402 

2,315 1,269 

13 70 
156 62 

169 132 

13,344 7,823 

$21,252 $36,143 
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South Carolina State Ports Authority 

Notes to Financial Statements (continued) 

2. Assets Restricted by Revenue Bond 
Covenants (continued) 

The 1991 Debt Service Reserve Fund includes 
$2,637,000 (1995 and 1994) invested in U.S. 
Government debt securities considered held-to
maturity since the Ports Authority has the intent 
and ability to do so. The investment matures in 
September 1998 and is a Category 3 investment 
as defined by GASB. 

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 
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 
outstanding. When the assets of the Reserve Fund 
exceed the requ irements, 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. 
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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. 

3. Property and Equipment 

Property and equipment consist of the following 
amounts at june 30, 1995 and 1994 (in 
thousands): 

1995 1994 

Land $114,806 $ 85,592 
Land improvements 99,144 63,512 
Buildings and structures 198,866 164,494 
Railroad tracks 3,144 3,144 
Terminal equipment 24,549 25,098 
Furniture and fixtures 2,637 2,793 
Capital projects in progress 15,777 91,529 

458,923 436,162 
Less accumulated depreciation 138,396 128,046 

Property and equipment, net $320,527 $308,116 

4. Long-Term Debt 

On December 19, 1991, the Authority legally 
defeased $23,330,000 of outstanding 1982A and 
1989 Series bonds, of which $20,490,000 is 
outstanding at june 30, 1995, with average 
interest rates of 10.9% and 7.5%, respectively. 
The Ports Authority used existing cash reserves to 
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4. Long-Term Debt (continued) 

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 for those bonds has been removed 
from long-term debt. 

Although the defeasance resulted in the 
recognition of an accounting loss of $820,000 in 
fiscal 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 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 
Welch 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 $11,1 30,000 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, 1995 were $959,000 
and $1,414,000, respectively. Interest is payable 
each january 1 and july 1 at rates ranging from 
5.5% 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 
Redemption Date (Inclusive) Price 

july 1, 2001 to june 30, 2002 
july 1, 2002 to june 30, 2003 
july 1, 2003 and thereafter 

1 02% 
101 
100 

South Carolina State Ports Authority 

Notes to Financial Statements (continued) 

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 redeemed at 1 OOo/o of 
the principal amount plus accrued interest at the 
redemption date (in thousands): 

Term Bonds Due Term Bonds Due 
2011 2021 

Year Amount Year Amount 

2007 $ 1,950 2012 $ 2,690 
2008 2,080 2013 2,870 
2009 2,215 2014 3,065 
2010 2,365 2015 3,270 
2011 2,520 2016 3,490 

2017 3,725 
$11,130 2018 3,975 

2019 4,245 
2020 4,530 
2021 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 improve
ments and expansion to its container facilities at 
the Wando Welch Terminal. The bonds consist of 
term bonds, $25,000,000 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, 1995 is $229,000. Interest is payable at 
the beginning of each month at a variable rate 
which was 4.4% at june 30, 1995. 
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4. Long-Term Debt (continued) 

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 $27,726,000 at june 
30, 1995. 

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 $11100 
1999 300 2008 600 2017 1,300 
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 

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

1994 1991 
Revenue Revenue Other 

Bonds Bonds Debt Total 

1996 $ $ 960 $ 24 $ 984 
1997 1,015 27 1,042 
1998 200 1,070 228 1,498 
1999 300 1 I 130 28 1,458 
2000 300 1,200 29 1,529 

Thereafter 24,200 58,565 8 82,773 

25,000 63,940 344 89,284 
Less: 

Current portion 960 24 984 
Unamortized bond discount 959 959 

Long-term portion $25,000 $62,021 $320 $87,341 

Interest cost incurred in 1995 and 1994 was $5,133,000 and $4,605,000, respectively. Interest of $3,592,000 
and $3,720,000, net of related interest income of $419,000 and $738,000, was capitalized in 1995 and 
1994, respectively, in connection with the construction of the Wando Welch Terminal. 
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Notes to Financial Statements (continued) 

5. Contributed Capital and Plant Expansion 

Contributed capital at June 30, 1995 and 1994 consisted of (in thousands): 

1995 1994 

State of South Carolina: 
For general operations before 1959-60 (a) $ 3,498 $ 3,498 
Proceeds from State Ports General Expansion Bonds 
Proceeds from State Ports Grain Elevator Expansion Bonds 
Proceeds from State Capital Improvement Bonds 

22,000 
2,000 

106,533 

22,000 
2,000 

106,533 
For Wando Welch Terminal Access Road (Department 

of Highways and Public Transportation) 65 65 
For BMW Plant Land Purchase 
Capital contributed to Tangent Transportation (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. 

(b) Rehabilitation costs incurred on the Port Royal 
track are considered capital donations to the 
owners of the track, Tangent Transportation, a 
subsidiary of the South Carolina Railways 
Commission. Accordingly, the Ports Authority 
has shown this as a reduction in capital. 

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

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. 

32,000 32,000 
(476) (161) 

165,620 165,935 

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

344 344 
303 303 

$171,100 $171,415 

6. Commitments 

Construction 

In addition to routine commitments for repairs and 
maintenance, the Ports Authority had commitments 
for construction of approximately $2,082,000 at June 
30, 1995. 

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 is 
expected to be completed during 1997 and will cost 
approximately $64.3 million. This Act, which 
authorizes construction of 41 separate port 
deepening projects, requires a local non-Federal 
sponsor to share in the cost of each project. The non
Federal share of the Charleston Harbor Deepening 
Project is estimated to be $30 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. 
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6. Commitments (continued) 

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 share as maintenance occurs and 
construction progresses. The total available under 
the letters of credit is $2,655,000 at june 30, 
1995. During 1995, $1,168,000 was drawn 
against the letters of credit of which $922,000 
was reimbursed to the Ports Authority from State 
funds. There were no outstanding draws against 
the letters of credit at june 30, 1995. 

In 1994, the Ports Authority 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 was the result of a State effort 
that resulted in Bavarian Motor Works ("BMW") 
locating an automobile manufacturing facility in 
South Carolina. The Ports Authority entered into a 
lease of the aforementioned land and land 
improvements with BMW under a lease 
agreement that covers a 30-year period. BMW 
leases the land for $1 per year with an option to 
acquire the property at ~he end of the lease term 
for a price equal to the Ports Authority's original 
cost. BMW was required to build an automobile 
production facility on the property. 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 t ime 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. 
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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. Construction 
on the facilities is expected to begin in 1996. 

7. 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, 1995 
was $15,382,000. The payroll for employees not 
covered by PERS for the year ended june 30, 1995 
was $308,000. 

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, 1995 
was $1,161,000 from the Ports Authority and 
$923,000 from employees. 

\ 



\ 

,.. 
1': 

7. Retirement Plans and Other Post
Retirement Benefits (continued) 

An actuarial valuation is performed for PERS 
annually. At the most recent valuation date, july 1, 
1994, the pension benefit obligation for retired 
and active members was approximately $13.7 
billion. The amortized cost of assets of PERS was 
approximately $10.3 billion. The unfunded 
pension benefit obligation was approximately 
$3.4 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, 1994 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, 
1995, 152 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, 1995 
and 1994, expenses for post-retirement health 
care benefits were $301,000 and $293,000, 

South Carolina State Ports Authority 
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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. 

8. Facilitating Agreements 

The Ports Authority has entered into agreements 
with tenants whereby it assigns certain land areas 
and certain of its facilities for their use for terms 
ranging from one month to thirty years. 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 1995 and 1994, operating revenue recorded for 
facilitating agreements by the Ports Authority was 
$33,292,000 and $26,814,000, respectively. 

The approximate total cost and related 
accumulated depreciation of facilities assigned to 
others at june 30, 1995 and 1994 were (in 
thousands): 

1995 1994 

Cost $138,516 
Accumulated depreciation 47,403 

$132,238 
60,366 

Minimum future operating revenue and rentals to 
be received under noncancelable agreements as of 
june 30, 1995 were (in thousands): 

Year Ending June 30 

1996 
1997 
1998 
1999 
2000 

Later years 

Total minimum future 
operating revenue and 
rentals to be received 

$ 7,586 
6,138 
4,506 
2,713 
2,404 
1,670 

$25,017 

PAGE23 



South Carolina State Ports Authority 

Notes to Financial Statements (continued) 

9. 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. 

Debt 

1995 
Carrying 

Value 

$87,981 

Estimated 
Fair Value 

$90,484 

l l llllil~~]fl ~il~il~l~lil ~~ ~~ij lii~~~ij~lll ll 
0 01 01 0255414 3 

At June 30, 1995, 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): 

1994 
Carrying 

Value 

$88,859 

Estimated 
Fair Value 

$89,179 

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

10. Litigation 

In the ordinary course of business, the Ports Authority becomes involved in litigation, claims and 
administrative proceedings. Certain litigation, claims and proceedings were pending at June 30, 1995, 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. 
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Management 

W.DonWelch 
Executive Director 

Joe T. Bryant 
Senior Director, Operations & Engineering 

W.M. Lawrence 
Chief Financial Officer 

L. Duane Grantham 
Director, Marketing & Sales 

Anne M. Moise 
Director, Public Relations 

Bernard S. Groseclose, Jr. 
Director, Planning & Development 

Robert A. Loy 
Director, Employee Relations 

L. David Schronce 
Director, Port of Georgetown/Port Royal 

Port Police officer checks container seal, helping 
to ensure that Charleston maintains the lowest 

pilferage/damage rate of any U.S. port. 

The South Carolina State Ports Authority and its employees actively participate in a port·wide recycling program. 

This entire report is printed in the U.S.A. on recycled paper. The cover and the Chairman's and Executive Director's 
message is printed on a #1 gloss enamel. It contains more than 50% pre-consumer recycled fiber. The financial * 
section is printed on an uncoated text sheet made from 50% recycled fibers and 20% post consumer waste. This 
IT)eets or exceeds EPA guidelines for recycled paper. 1.5M/12/95/RLB 
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