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The South Carolina State Ports Authoritys commitment to the economic growth and well-being 

of the state was firmly demonstrated during fiscall997. It was a year of exciting progress, and 

one which positioned South Carolina and her lead Port at Charleston for the 21st century. All 

state economic development efforts focused to form a vision for the future. 

General trade growth, increasing market share, and trends toward more trade carried on ever

larger ships came together and offered a challenge to the SPAS facilities at the Port of Charleston. 

It was a challenge and an opportunity which required immediate action and which made asser

tive planning vital. Fourteen percent growth in Charlestons container tonnage this year, heaped 

upon an equally amazing 8.5% average compounded growth over the past three years, demon

strated clearly that the land set aside five years ago to provide for port development well into the 

next century would not serve the burgeoning need. 

In February 1997, the SPA board moved decisively to purchase 520 additional acres on Daniel 

Island adjacent to the 800 acres purchased in 1992. Both parcels of land are current or former 

dredge disposal sites, and for the Port of Charleston they offer a golden opportunity. The Daniel 

Island terminal site is strategically located just eight miles from the open sea and will allow direct 

sailing to its wharfs, ideal for the larger container ships calling Charleston today and the mega

container ships of the future. 

Since the late 1960s, containerized cargo has grown to represent more than 90% of Charleston's 

business. Containers offer the advantages of being environmentally safe and moving quickly 

between ship, rail, and truck, allowing the merchandise to travel from shipper to consignee with 

minimal handling. Containerized shipping is also the most versatile, providing companies of any 

size and in almost any industry the same benefits and service. Containers are carried on the most 

modern, efficient ships and bring the most sought-after customers to Charleston with accompa-
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nying economic well-being and maximum positive impact for the state. On an average, over $65 

million in goods moves through the Port of Charleston every day in these containers. 

The container shipping lines are going through vast changes in their own industry Forces driving 

their industry are requiring ports to adapt and change rapidly Exponential growth in interna

tional trade and the demands of cost-conscious shippers have pushed steamship lines to consoli

date or to cooperate in vessel sharing agreements. Trade growth has also caused the creation of a 
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new class of mega-ship in order to achieve maximum 

economies of scale. The ports that can serve these new 

vessels-large ports with deep harbors, modern termi

nals, and excellent inland intermodal infrastructures

will become the hub ports of tomorrow. The regions 

that surround these global hubs will thrive with busi

nesses capable of competing successfully in the inter

national market. 

With efficiency and high productivity as its weapons, 

the Ports Authority has fought its way to the forefront 

of international shipping in the United States. The Port 

of Charleston moved into fifth place among all U.S. 

container ports at the end of calendar 1996 and pro

gressed into fourth place for the close of fiscal 1997. 

The Port has worked tirelessly to gain this level of promi

nence and for only one reason-the economic well

being of the entire state of South Carolina. Governor David Beasley, Secretary of Commerce 

Robert Royall, and the efforts of the Department of Commerce have produced another record

breaking year with over $5 billion invested in our state. More jobs were created in calendar year 

1996 than in the past 30 years and with an average wage for those jobs of over $30,000. That is 

family wage not minimum wage. That is the kind of activity and job creation that the Port works 

to achieve. 

The Ports Authority has worked for South Carolina for over 50 years, and the gilt-edged picture 

is coming into focus. Our state, with its tremendous success in attracting industry, is on the verge 

of its brightest tomorrow. Governor Beasley and our state legislature have effectively created an 
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excellent business climate in South Carolina. This environment has brought investment, jobs, 

and opportunity. More and more of our citizens are included in the success story. More and more 

faces light up as the picture evolves. A kaleidoscope filled with bright facets of hope, education, 

good land, and fine workers is turning to bring together a picture of Charleston harbor: the 

harbor of the future ready to bring jobs and prosperity home to South Carolina. 

More than 80,000 South Carolinians from every 

county of the state work in port-related jobs right 

now. International waterborne trade through the 

state's ports brings $13 billion home to us now 

in sales and service revenues and personal in

come. Over $314 million in tax monies for our 

state and local governments helps to provide the 

services needed for a modern state with an im-

proving standard ofliving. Imagine what the pic

ture will show as the 21st century evolves. 

The Ports Authority board has prepared for the 

future with the full and certain knowledge that 

the success of tomorrow begins with the founda

tions that are laid today. The new management 

team can be proud that it is laying the ground-

work for expansion and creating an efficient base 
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from which to move forward. In fiscal1997, operating revenues of $71 million were up 14.1% 

over the prior year, while operating expenses increased only 3.6% during the same period. Net 

earnings of $10.9 million were reinvested in operations and facilities. Employment increased to 

handle the 1.15 million TEUs (twenty-foot equivalent containers), which was an 11.9% gain 

overfiscal1996. 

These successes did not occur in a vacuum. As Charleston gains cargo and feels the need to bring 

new facilities on-line, other competing ports turn up the pressure. South Carolina's competitors 

in neighboring states are planning to invest nearly $1 billion in port facilities over the coming 

years. The Port Authority of New York and New Jersey is evaluating plans for over $2 billion in 

port facility investments. 
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Deeper water has always been a strong selling point. 

Now it is a requirement. To maintain a competitive ad

vantage, Charleston must answer the challenge of com

peting ports which are preparing for the larger vessels. 

Fortunately, Charleston planned ahead and in fiscall996 

received congressional authorization for harbor deep

ening to 45 feet. That keeps the port in the game for 

now, although further deepening to some facilities will 

be necessary in the future. Congressman james Clyburn 

successfully fought to keep the deepening effort on 

course this year with a $2 million start-up appropria

tion. Deepening to 45 feet should begin in the spring of 

1998 and with timely federal funding will continue to 

completion over a four-year period. 

The South Carolina State Ports Authority is committed 

to keeping our state competitive in the region and in 

the world. It will work to provide the facilities, the channels, and the rail and highway infrastruc

ture to match the productivity of the dedicated workers of this state, creating a bright kaleido

scope of opportunity for South Carolina's future. 

South Carolina is aggressively moving ahead and we will continue to be leaders in the increasingly 

global economy. 

William L. Bethea,]r. 
Chairman 

BernardS. Groseclose,]r. 
President and Chief Executive Officer 
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Authority Board 

William L. Bethea, Jr. 
Cltainnan 

Thomas F. Hartnett 
Treasurer 

Gayle 0. Averyt 

Bernard S. Groseclose, Jr. 
Presidenl and 
Chief Execulive Officer 
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Edgar A. Buck 
Vice Chairman 

Harry R. Easterling 

James B. Moore, Jr. 

Billy J. Coleman 
Secretary 

Dorothy G. Owen 

Joseph T. Newton, Ill 
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F I N A N C A L STATEMENTS 

Years ended june 30, 1997 and 1996 with Report of Independent Auditors 

Statement of Fiscal Accountability 

Financial data of the South Carolina State Ports Authority origi

nates in its various functional areas. Ports Authority management 

maintains an internal control structure designed to provide reason

able assurance that transactions are executed properly and in ac

cordance with management's authorization , that the financial 

records are reliable for the purposes of preparing financial state

ments, 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 de

rived. The internal control structure of the Ports Authority is sup

ported by the selection, training, and development of qualified 

personnel ; an appropriate segregation of duties; and the dissemina

tion of written policies and procedures. Elements of the internal 

control structure of the Pons 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 pres

ence 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 confor

mity with generally accepted accounting principles, applying cer

tain 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. 

44-1;4/-
Peter N. Hughes 

Chief Financial Officer 

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, 1997 

and 1996 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 manage

ment. Our responsibility is to express an opinion on 

these financial statements based on our audits. 

We conducted our audits in accordance with gener

ally 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 support

ing the amounts and disclosures in the financial state

ments. An audit also includes assessing the account

ing principles used and significant estimates made by 

management, as well as evaluating the overall finan

cial statement presentation. We believe that our au

dits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to 

above present fairly, in all material respects, the finan

cial position of the South Carolina State Ports Author

ity at june 30, 1997 and 1996, and the results of its 

operations and its cash flows for the years then ended 

in conformity with generally accepted accounting 

principles. 

~""H/..L' 
Greenville, South Carolina 

August 22, 1997 
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(In thousands) 

Assets 

Current assets: 

Cash 

Operating funds invested by the State Treasurer 

Accounts receivable: 

Trade, less allowance for doubtful accounts of $750 (1997) and $650 (1996) 

Other 

Inventories 

Prepaid and other current assets 

Total current assets 

Assets restricted by revenue bond covenants 

Property and equipment, net 

Unamortized bond issue costs 

Total assets 

10 1997 ANNUAL REPORT 

Year ended june 30 

1997 1996 

$ 1,487 $ 2,438 

13,289 8,214 

14,776 10,652 

10,136 9,568 

2,655 1,086 

1,165 1,109 

3,296 2,603 

32,028 25,018 

30,270 27,959 

331,574 317,124 

1,501 1,572 

$ 395,373 $371,673 
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(In thousands) Year ended june 30 

1997 

Liabilities and capitalization 

Current liabilities payable from current assets: 

Accounts payable $ 3,199 

Accrued employee compensation and payroll-related withholdings and liabilities 2,282 

Total current liabilities payable from current assets 5,481 

Current liabilities payable from restricted assets: 

Current maturities of long-term debt 

Accounts payable, construction 

Retainage payable on construction contracts 

Accrued interest payable 

Total current liabilities payable from restricted assets 

Construction obligation 

Long-term debt 

Capitalization: 

Contributed capital 

Accumulated earnings reinvested in the business 

Total capitalization 

Total liabilities and capitalization 

See accompanying notes. 

1,299 

8,D57 

1,042 

2,128 

12,526 

3,706 

85,075 

174,398 

114,187 

288,585 

$395,373 

1996 

$ 2,439 

2,096 

4,535 

1,043 

287 

191 

2,141 

3 ,662 

86,338 

173,896 

103,242 

277,138 

$371 ,673 
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Statements of Reinvested Earnings and Accumulated 

Earnings Reinvested in the Business 

(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 

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] une 30 

1997 1996 

$ 71,024 $ 62,254 

31,728 29,593 

11,153 11,708 

15,086 14,671 

57,967 55,972 

13,057 6,282 

2,595 1,747 

121 487 

(4,559) (4,731) 

(269) (258) 

(2,112) (2,755) 

10,945 3,527 

103,242 99,715 

$114,187 $103,242 
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Statements of Cash Flows 

(In thousands) 

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 

Loss (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 

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 

Capital contributed from State of South Carolina 

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 

Year ended june 30 

1997 1996 

$ 13,057 $ 6,282 

15,086 14,671 

170 800 

(148) 229 

108 108 

41 (277) 

(2,307) (1 ,668) 

(56) (23) 

(692) (731) 

760 (4) 

186 98 

26,205 19,485 

5,642 6,976 

(5,110) (5 ,448) 

2,595 1,747 

3,127 3,275 

(22,531) (11 ,352) 

5,244 (1,142) 

(1,015) (960) 

(29) (21) 

(4,516) (4,711) 

(20) (27) 

- (9) 

502 2,805 

- 324 

(22,365) (15,093) 

6,967 7,667 

32,231 24,564 

$39,198 $32,231 
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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, 1996 

Net increase 

Cash and cash equivalents at June 30, 1997 

Non-cash investing, capital and fmancing activities 

Current 

Assets 

$10,652 

4,124 

$14,776 

Restricted Statement of 

Assets Cash Flows 

Totals 

$21,579 $32,231 

2,843 6,967 

$24,422 $39,198 

Property and equipment, accounts payable, construction, and construction obligation were adjusted by 

approximately $7,083,000, $3,377,000, and $3,706,000, respectively at June 30, 1997 for non-cash amounts in 

connection with the accrual of liabilities. 

See accompanying notes. 
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Notes to Financial Statements 

june 30, 1997 

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 gov

ernmental enterprise and uses the accrual basis of ac

counting applicable to governmental enterprise funds. 

In accordance with Governmental Accounting Stan

dards 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 Pronounce

ments. The Ports Authority has no stockholders or eq

uity 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 Trea

surer. " Cash and cash equivalents, investments, and 

pooled investments maintained in accordance with rev

enue bond covenants are included on the balance sheet 

as "Assets restricted by revenue bond covenants." 

The State Treasurer invests in U.S. government securi

ties and agency obligations. The bond trustees invest in 

government securities, repurchase agreements, and 

money market accounts collateralized by U.S. govern

ment securities. These investments are carried at cost 

plus accrued interest, which approximates market 

value. 

At june 30, 1997 and 1996, the Ports Authority's funds 

held by banks as trustees totaled $5,848,000 and 

$6,380,000, respectively The State Treasurer held ap

proximately $34,450,000 and $28,450,000 of the Port's 

Authority's funds at june 30, 1997 and 1996, respec

tively. 

The Ports Authority's total cash and investments at June 

30, 1997 and 1996 were approximately $45,046,000 

and $38,611,000, respectively, at cost, which approxi

mates market value. Periodically cash on deposit in 

Federally insured institutions exceeds the limit on in

sured deposits , and may not be specifically collateral

ized. 

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 

Use of Estimates 

3 to 50 years 

5 to 50 years 

20 to 25 years 

3 to 25 years 

2 to 20 years 

The preparation of financial statements in conformity 

with generally accepted accounting principles requires 
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management to make estimates and assumptions that 

affect the amounts reported in the financial statements 

and accompanying notes. Actual results could differ 

from those estimates. 

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 insur-

ance to cover the risk of these losses, including workers' 

compensation and employee health and accident insur

ance. 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 us

age for companies located throughout the world. Dur

ing fiscal year 1997, two customers each accounted for 

approximately 10% of the Authority's revenues. The 

Ports Authority performs ongoing credit evaluations of 

its customers and generally operates under interna

tional laws, which may provide for a maritime lien on 

16 1997 ANNUAL REPORT 

vessels in the event of default on credit terms. The Ports 

Authority maintains reserves for potential credit losses. 

Unemployment Compensation 

The Ports Authority is liable under the South Carolina 

Employment Security Law for unemployment compen

sation 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 esti

mated future unemployment compensation claims. 

Statements of Cash Flows 

For purposes of the statements of cash flows, the Ports 

Authority considers all demand deposits and short-term 

investments (including funds held by the State Trea

surer and restricted funds , except Debt Service Funds, 

and Debt Service Reserve Funds) purchased with an 

original maturity of three months or less to be cash 

equivalents. 

Reclassifications 

Certain reclassifications have been made to the 1996 

information to conform to the 1997 presentation. 
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2. ASSETS RESTRICTED BY REVENUE BOND COVENANTS 

Restricted funds at]une 30 summarized by fund are: 

(In thousands) 1997 1996 

Funds held by trustee relating to outstanding revenue bonds: 

1991 Debt Service Fund 

1991 Debt Service Reserve 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 

The 1991 Debt Service Reserve Fund includes approxi

mately $2,637,000 (1997 and 1996) invested in U.S. 

Government debt securities considered held-to-matu

rity 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, (l) the 

Ports Authority's net revenues (defined as the portion of 

$ 3,173 $ 3,309 

2,675 3,071 

5,848 6,380 

2,891 848 

16,445 15,879 

19,336 16,727 

91 85 

19,427 16,812 

348 473 

4,345 4,066 

4,693 4,539 

23 22 

279 206 

302 228 

24,422 21 ,579 

$ 30,270 $ 27,959 

revenues remaining after providing for the proper op

eration 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 Re

serve Funds, a Capital Improvement Fund (for im

provement of Ports Authority facilities) , and a Deprecia

tion Fund (for operating equipment). 
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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 inter-

est 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 pay-

ments. 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 pay

ment for each issue of revenue bonds outstanding. 

When the assets of the Reserve Fund exceed the re

quirements, the Ports Authority is permitted to use the 

Reserve Fund investment income for principal and in

terest payments and thereby reduce the amount of oper

ating funds required to be transferred to the Debt Ser

vice Fund. Moneys in the Debt Service Reserve Funds 

can be invested and reinvested in investments collater

alized by U.S. government or agency obligations, with 

maturities consistent with the need for moneys in the 

funds. 

3. PROPERTY AND EQUIPMENT 

Additions to the Capital Improvement Fund and Depre

ciation Fund are required in amounts equal to the an

nual 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 ob

solete property, operating equipment, unforeseen con

tingencies, and payment of principal or interest on out

standing bonds if the assets of the Debt Service or Debt 

Service Reserve Funds are not suiTicient to make such 

payments. Maturities of investments in the Capital Im

provement 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 un

expended contributions to the Fund and net harbor

master fees required to be transferred to the Fund. The 

assets are restricted for improvements and expansion of 

the Ports Authority facilities. 

Property and equipment consist of the following amounts at june 30, 1997 and 1996: 

(In thousands) 1997 1996 

Land $ 131,273 $ 117,622 

Land improvements 101 ,482 100,568 

Buildings and structures 206,233 205 ,644 

Railroad tracks 2,897 3,728 

Terminal equipment 29,546 27,680 

Furniture and fixtures 3,126 3,017 

Capital projects in progress 22,294 10,250 

496,851 468,509 

Less accumulated depreciation 165,277 151,385 

Property and equipment, net $ 331,574 $ 317,124 

Leases 

During 1997 and 1996, the Authority leased container handlers and other equipment under operating leases , gener

ally for a term of l2 months or less, incurring expenses in the amount of approximately $683,881 and $1,303,000, 

respectively. 
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4. LONG-TERM DEBT 

On December 19, 1991, the Authority legally defeased 

$23,330,000 of outstanding 1982A and 1989 Series 

bonds, of which approximately $1 ,240,000 and 

$16,830,000, respectively, is outstanding at June 30, 

1997, with average interest rates of 10.9% and 7.5%, 

respectively. The Ports Authority used existing cash re

serves to purchase U.S. government securities. Those 

securities were deposited in an irrevocable trust with a 

bank as escrow agent to provide for all future debt ser

vice 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 approximately $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 eco

nomic gain (difference between the present values of 

the old and new debt service payments) of $1 ,520,000. 

During fiscal1992 , the Ports Authority issued Series 

1991 bonds to provide funds to finance a portion of the 

cost of improvements and expansion to its container 

facilities at the Wando Welch Terminal. The bonds, is

sued at a discount of approximately $1 ,092,000, origi

nally consisted of serial bonds totaling $17,895 ,000 ma

turing July 1, 2006; term bonds of $11 ,130,000 matur

ing 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. Unamor

tized bond discount and unamortized bond issue costs 

at June 30, 1997 were approximately $885 ,000 and 

$1 ,306,000, respectively. Interest is payable eachJanu

ary 1 and July 1 at rates ranging from 5.7% 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 dam

aged 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 redemp

tion by lot on July 1 in each of the following years and 

will be redeemed at 100% of the principal amount plus 

accrued interest at the redemption date: 

Term Bonds Due 20 II (in thousands) 

Year Amount 

2007 $ 1,950 

2008 2,080 

2009 2,215 

2010 2,365 

2011 2,520 

$ 11,130 

Term Bonds Due 202I 

Year Amount 

2012 $ 2,690 

2013 2,870 

2014 3,065 

2015 3,270 

2016 3,490 

2018 3,725 

2017 3,975 

2019 4,245 

2020 4,530 

2021 4,840 
--

$ 36,700 
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During fiscal1994, the Ports Authority issued Series 

1994 junior Lien Revenue Bonds to provide funds to 

finance a portion of the cost of improvements and ex

pansion to its container facilities at the Wando Welch 

Terminal. The bonds consist of term bonds, 

$25,000,000 maturingjuly 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, 1997 is approximately 

$195,000. Interest is payable at the beginning of each 

month at a variable rate which was 4.25% at june 30, 

1997. 

Year Amount Year 

1998 $ 200 2007 
1999 300 2008 
2000 300 2009 
2001 300 2010 
2002 300 20ll 
2003 400 2012 
2004 400 2013 
2005 400 2014 
2006 500 2015 

The Series 1994 Bonds may be redeemed prior to matu

rity, at the option of the Ports Authority 

The Ports Authority is required to maintain an irrevo

cable 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 approximately 

$27,813,000 atjune 30, 1997. 

The Series 1994 Bonds are subject to mandatory sinking 

fund redemption by lot on july 1 in each of the fol

lowing years and will be redeemed at 100% of the 

principal amount plus accrued interest at the 

redemption date (in thousands): 

Amount Year Amount 

$ 500 2016 $1,100 
600 2017 1,300 
600 2018 1,400 
700 2019 1,500 
700 2020 1,600 
800 2021 1,800 
900 2022 1,900 

1,000 2023 2,100 
1,100 2024 2,300 

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

1994 Revenue 1991 Revenue 
Bonds Bonds 

1998 $ $ 1,070 

1999 200 1,130 

2000 300 1,200 

2001 300 1,270 

2002 300 1,350 

Thereafter 23,900 55,945 

25,000 61 ,965 

Less: 

Current portion 1,070 

Unamortized bond discount 885 

Long-term portion $ 25,000 $ 60,010 

$ 

$ 

Other 
Debt 

229 

29 

29 

7 

294 

229 

65 

Total 

$ 1,299 

1,359 

1,529 

1,577 

1,650 

79,845 

87,259 

1,299 

885 

$ 85,075 

Interest cost incurred in 1997 and 1996 was approximately $5,061,000 and $5,156,000, respectively. Interest of ap-

proximately $502,000 and $425 ,000 was capitalized in 1997 and 1996, respectively, in connection with the con-

struction of various Port facilities. 
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5. CONTRIBUTED CAPITAL AND PLANT EXPANSION 

Contributed capital at june 30, 1997 and 1996 consisted of: 

(In thousands) 

State of South Carolina: 

For general operations before 1959-60 (a) 

Proceeds from State Ports General Expansion Bonds 

Proceeds from State Ports Grain Elevator 

Expansion Bonds 

Proceeds from State Capital Improvement Bonds 

For Wando Welch Tenninal Access Road (Department 

of Highways and Public Transportation) 

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 facili

ties using the proceeds of State Capital Improvement 

Bonds issued by the state. The authorized funds are 

released as needed once approval to proceed on specific 

projects is given by the Ports Authority Board and by 

the State Budget and Control Board. The Ports 

Authority records these funds as additions to contrib

uted capital when the funds are committed by the State 

Treasurer. 

1997 1996 

$ 3,498 $ 3,498 

22,000 22,000 

2,000 2,000 

106,533 106,533 

65 65 

35,307 34,805 

(485) (485) 

168,918 168,416 

3,180 3,180 

1,653 1,653 

344 344 

303 303 

$ 174,398 $ 173,896 

6. COMMITMENTS 

Construction 

In addition to routine commitments for repairs and 

maintenance, the Ports Authority had commitments for 

construction of approximately $14,050,000 at june 30, 

1997. 

The Federal Water Resources Development Act of 1986 

authorized the deepening of Charleston Harbor from its 

official35-foot depth to an official40-foot depth for the 

inside channels and a 42-foot depth for the entrance 

channel. This Federal project is expected to be com

pleted 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 legisla

ture 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 
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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 con-

nection with the maintenance of disposal sites and the 

States 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 approximately $2,668,000 at june 30, 

1997. During 1997, approximately $235,000 was drawn 

against the letters of credit of which $156,700 was reim

bursed to the Ports Authority from State funds. There 

were no outstanding draws against the letters of credit 

atjune 30, 1997. 

ln 1994, the Ports Authority purchased certain land in 

Greer, South Carolina, for a total cost of approximately 

$37 million. The purchase 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 afore

mentioned land and land_ improvements with BMW un

der 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 the 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 time dur

ing the lease term at historical cost. 

The Ports Authority and BMW have entered into a Ser

vice 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. 

ln connection with the acquisition of a parcel of land 

located on Daniellsland designated for future Port 
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expansion, the Ports Authority agreed to partially fund 

and manage construction of an interchange and access 

roads for l-526 on the island. The estimated final cost of 

the interchange and access roads project is $9,268,000 . 

The interchange and access roads will ultimately be 

deeded to the South Carolina Department of Transpor

tation. The cost of the project funded by the Ports Au

thority will be capitalized as acquisition costs incurred 

in connection with the acquisition of the Daniel Island 

property. Partial funding, totaling $3,803,000, is being 

provided by the State of South Carolina and from pri

vate sources. The Ports Authority has committed to 

fund the remaining costs , estimated to be $5 ,465,000. 

As of]une 30, 1997, $5,562,000 is included in accounts 

payable, construction, with the remaining $3,706,000 

classified as long-term construction obligation. 

7. RETIREMENT PLANS AND OTHER POST-RETIREMENT 
BENEFITS 

Employees of the Ports Authority participate in the 

South Carolina Retirement System's employees retire

ment plan ("PERS"), a defined benefit, cost-sharing, 

multiple-employer, public employee retirement system. 

Substantially all full-time permanent Ports Authority 

employees are required to participate in PERS. The pay

roll for employees covered by PERS for the year ended 

June 30, 1997 was approximately $17,891 ,000. The 

payroll for employees not covered by PERS for the year 

endedjune 30, 1997 was approximately $451 ,000. 

Under PERS, employees who retire at or after age 65 or 

have 30 years of service are entitled to a retirement ben

efit, payable monthly for life, equal to 1.82% of average 

final compensation times years of credited service. Final 

average compensation is the employees average salary 

over the twelve highest consecutive quarters. Benefits 

are fully vested after five years of service. Vested em

ployees may retire at or after age 55 and receive reduced 

retirement benefits. PERS also provides death and dis

ability benefits. Benefits are established by state statute. 

The employee and employer contribution rates are ac

tuarially determined for PERS. Employees are required 

by state statute to contribute 6 percent of annual com

pensation, and the Ports Authority must contribute 

7.55 percent of total payroll of covered employees for 
\ 
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PERS. The total contribution for the year ended june 

30, 1997 was approximately $1 ,351,000 from the Ports 

Authority and $1 ,073,000 from employees. 

The South Carolina Retirement System issues a publicly 

available Comprehensive Annual Financial Report that 

includes required supplementary information for PERS. 

The report may be obtained by writing to: 

The South Carolina Retirement System 

Fontaine Business Center 

202 Arbor Lake Drive 

Columbia, SC 29223 

Article X, Section 16 of the South Carolina Constitution 

requires that all State-operated retirement plans be 

funded on a sound actuarial basis. Title 9 of the South 

Carolina Code of Laws (as amended) prescribes require

ments relating to membership, benefits, and employee! 

employer contributions for the plan. By law, employee 

contribution requirements for the fiscal year ended june 

30, 1996, (the latest available) was 6% of the employees 

salary: Actuarially determined employer contribution 

rates for PERS, expressed as a percentage of compensa

tion, for the fiscal year ended june 30, 1996 (the latest 

available) was 7.7%. 

The State of South Carolina's required contributions in 

dollars (expressed in thousands) and the percentage of 

those amounts contributed for the latest available years 

were as follows: 

Fiscal year ending june 30 

Required % Contributed 

1994 $134,399 100.00% 
1995 $140,648 100.00% 
1996 $147,212 100.00% 

In accordance with GASB Statement 27, the pension 

liability (asset) for PERS was determined to be zero 

both at the PERS transition date of]uly 1, 1995 and 

prior to the PERS transition date. 

In addition to pension benefits, the Ports Authority pro

vides postretirement health care benefits to all retirees, 

such benefits being the same as for active employees 

except that the cost of medical insurance premiums as-

sociated with retirees' dependents are paid by the retir

ees. As a governmental entity the Authority has the op

tion to account for postretirement benefits other than 

pensions using the "pay as you go" or the "advance 

funding on an actuarially determined basis" method. In 

accordance with GASB 12, the Authority has elected to 

follow the "pay as you go" method and expenses costs 

as incurred. At june 30, 1997, 164 retirees were receiv

ing benefits. The Ports Authority pays 100 percent of 

the cost of medical insurance premiums for the retirees. 

Expenses for postretirement medical insurance premi

ums are recognized as paid by the Ports Authority. Dur

ing the years ended june 30, 1997 and 1996, expenses 

for postretirement health care benefits were approxi

mately $331 ,000 and $317,000, 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. 

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 pro

vided and for facilities used i$ recorded as operating 

revenue when earned. 

In 1997 and 1996, operating revenue recorded for 

facilitating agreements by the Ports Authority was ap

proximately $45,439,000 and $37,981 ,000, respectively. 

The approximate total cost and related accumulated 

depreciation of facilities assigned to others at june 30, 

1997 and 1996 were: 

(In thousands) 1997 1996 

Cost $214,753 $200,786 

Accumulated depreciation 69,712 58,228 
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Notes to Financial Statements (continued) 

Minimum future operating revenue and rentals to be 

received under noncancelable agreements as of june 30, 

1997 were: 

Year Ending june 30 

1998 

1999 

2000 

2001 

2002 

Later years 

(In thousands) 

$ 6,607 

3,292 

2,834 

414 

414 

1,962 

Total minimum future operating 

revenue and rentals to be received $ 15,523 

9. FAIR VALUE OF FINANCIAL I STRUMENTS 

The carrying value of cash, operating funds invested by 

the State Treasurer, assets restricted by revenue bond 

covenants and accounts and retainage payable approxi

mate fair value. At june 30, 1997, 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): 

1997 1996 

Carrying Estimated Carrying Estimated 
Value Fair Value Value Fair Value 

Debt $86,374 $91,231 $87,381 $90,786 

The above long-term debt is comprised principally of 

bonds issued to partially finance improvements and ex

pansion 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. 
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10. LITIGATION 

ln the ordinary course of business, the Ports Authority 

becomes involved in litigation, claims and administra

tive proceedings. Certain litigation, claims and proceed

ings were pending at june 30, 1997, and management 

intends to vigorously defend the Ports Authority in 

such matters. While the ultimate results cannot be pre

dicted with certainty, management does not expect 

these matters to have a material adverse effect on the 

financial position of the Ports Authority. 

Abou t this Report 

The South Carolina State Ports Authority and its 
employees actively participate in a port-wide recy
cling program. This entire document is printed in 
the U.S.A. on recycled paper. The paper contains 
10% post-consumer waste and more than 50% pre
consumer recycled fiber. This meets or exceeds EPA 
guidelines for recycled paper. 
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Ports of Georgetown and Port Royal 

Play Key Roles in Local Economies 

Much like Charleston, Georgetown and Port Royal were largely 

"sleeping ports" from the end of the Civil War until well into the 

twentieth century. The resurgence of Southern economies in the post

World War II era led to the reemergence of Georgetown and Port 

Royal as viable ports in international commerce. 

Although the Ports of Georgetown and Port Royal have been 

through numerous cycles of activity, access to international markets 

through their facilities plays an important role in the health of several 

major employers in their areas. 

Since they did not have the volume of trade, location or commer

cial connections handled at major seaport hubs, they had to seek out 

their own separate identities. Georgetown and Port Royal have since 

found a niche in the state port system as specialty ports serving spe

cific industries. These industries, in turn, have dominated the ports' 

development and progress. 

Break bulk and bulk products, such as steel products, salt, cement, 

kaolin clay and forest products, make up a large portion of the trade 

through Georgetown and Port Royal. The ports offer specialized cus

tomer service and have been innovative in developing new offerings, 

attracting new business and trade growth. 

TOTAL TONNAGE TOTAL TONNAGE 
Port of Georgetown Port of Port Royal 
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