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South Carolina 

South Carolina 
State Ports Authority 

July 1, 1998 - June 30, 1999 

The citizens of South Carolina ca n be proud that over the past year the Ports 

Authority has strengthened our reputation in the international marketplace as 

one of the busiest container ports in the United States, and one of the most 

productive and efficient ports in the world. 

The South Carolina State Ports Au tho rity has placed the entire state and its 

businesses in an advantageous position on the global map, and our seaport 

terminals in Charleston, Georgetown and Port Royal open the world to all of 

South Carolina. 

As South Carolina continues its extensive efforts to attract first class industry 

or expand its existing industry, the value of a world-recognized port along our 

state's coast creates a magnet for industry. The major seaport that the state 

enjoys at Charleston serves as a key attraction to businesses from all over the 

nation and around the globe. It is our commitment to continue careful and 

judicious pl anning fo r strategic growth to benefit the state and its citizens. 

We are proud to provide a global presence for the state, and w1th your 

continued involvement and support, this positive momentum will create more 

high-paying jobs and an even stronger economic base for future development. 

As you will see in the Annual Report that follows, 1999 has been a year of great 

success preparing for significant challenges to come. We are confident that the 

Ports Authority and South Carolina will work together to meet these challenges. 

Willi am L. Bethea, Jr. Bernard S. Groseclose, Jr. 
CHAIRMAN - FY99 PRES IDENT AND CHI EF EXECUTIVE OFFICER 
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A Stronger Vision 
Almost thirty years ago, the leadership of the Ports Authority 

made the conscious decision to focus its development resources 

on contai nerization. The Ports Authority realized before its 

competitors the paradig shift that would see containerization 

revolutionize transportation, resulting in significantly more 

economic impact due to the higher value of containerized cargo. 

The decision was a wise one. The Ports Authority has been the 

fastest growing port in value of cargo handled fo r three of the 

last four years and has led the nation 's seaports in growth of 

containerized cargo. This record speaks well for the continuing 

careful effort by the Ports Authority's leadership to be on top of 

industry trends and correctly positioned to best benefit from the 

rapid growth in internatiqnal trade. 

High Powered Productivi 
Pays Off 

Productivity is one of the Ports Autne,rmr' greatest attractions 

and has contributed i I 

1999, the Charleston waterfror 

an hour and 50, per hour is no longer unusual. In the 

time is money. Ships want to get in and out 

port quickly to costs, and shippers want their goods 

ove,seasl rmurke·ts. Obviously, the Ports 

I money to the people 

success in 1999 that positively im 

bu,;inlcSS<c~ is the vital start of the Harbor Deepening 

Expanding Service 
Around the Globe 

Ranked Number Four 
in t he Nation 

Ran ked number four in 1999 among all 
United Sta tes container ports, the Ports 
Authori ty's carefu l planning and outstand-

Busiest Ports 
in the US 

1. Long Beach 
2. Los Angeles 
3. New York 
4. Charleston 
5. Seattle 
6. Hampton Roads 
7. Oakland 
8. Houston 
9. Miami 

10. Savannah 
Measured in loaded, international, 
commerc~l TEUs 

ing leadersh ip have 
taken the most 
advantage of our 
state's natu ral ha r
bor in Charleston 
and combined it 
with the best possi
ble infrastructure to 
continue its premier 
position. 
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In 1999, the Ports Authority expand 
or added new servi ce to Africa, the 
Mediterranean , Asia and the East 
Coast of South America, increasing i 
diversity and capabiliti es to the 
than 700 companies in Sou th Caroli 
that regularly use the Port. Since 1 
international companies have i nearly $14 billion in 
South Carol ina and created mc>re1rn:m 43,000 direct jobs. The 
Port has been a major reason the investments of these 
companies, for whom I trade is an i nte~ ral part 
of thei r business. 

Dynamic Growt h Out
Performs National Average 

For ea ch of the past three yea rs, South 
Carol ina's ports have vastly outperformed 
the national average in the value of cargo 
handled. This increase can be attributed 
to many factors, including our state's 
tremendous success in attracting new 
and growing industry, and our continued 
reputa tion among shippers and ca rri ers 
as one of the most productive ports in 

the nation. 
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work will take the harbor channels to a competitive depth of 45 

feet in the inner harbor and 47 feet in the entrance channel. 

Once completed, customers will not have to worry about 

whether their vessels can get in, or if ca rgo will be left on the dock 

due to depth constraints. For every extra foot of harbor depth, a 

vessel can carry an additional $3 milli on worth of cargo- cargo 

from areas such as Greenwood or Edgefield, Barnwell or Florence. 

addition of expanded or new service to Africa, the Mediterranean, 

Asia and the East Coast of South America in FY99. No seaport in 

the Southeastern US can approach the diversity of services offered 

through the Ports Authority's facilities. Companies have their 

choice of more than 40 ocean carriers serving more than 

140 countries around the world di-rectly from South Carolina's 

coastline. Manufacturers that have shipping needs to any area of 

the world benefit from South Carolina's seaport that offers vessels 

going there on a regular basis. 

container storage area, which adds great efficiencies to the 

operating area. 

Georgetown 
Et Port Roya 1 

1999 marked another year of unprecedented growth fo r the Ports of 

George town and Port Royal. Their strong performance continued to make a 

sig nifican t and direct posit ive impact on their respective local communities 

and the sta te. 

Port Of Georgetown: 
A Vital link To The Region's Future 

In 1999, the Port of Georgetown's volume was 1.7 million tons, up a 

strong 130/o from the previ ous year. In FY99 the South Carolina General Assembly committed $40 

million of the $66.1 million required to match Federal funding for 

this project. which is crucial to all future success. The Authority 

appreciates all the support and goodwill that will make it possible. 

While making vast enhancements to existing terminals, the 

Ports Authority also worked toward development of new capacity 

in FY99 that will help South Carolina businesses compete and 

prosper in the global marketplace. Work continued on the planned 

new Global Gateway Terminal. The Ports Authority also pursued a 

lease covering several piers and land on the former Charleston 

Naval Shipyard to better serve manufacturers and shippers of 

non-containerized, breakbulk cargoes. 

Advancing Technology The improvements were not all steel and concrete. In today's 

Historically, the Port has played an important part in supporting local 

industry and vice versa. This year that mutual support has continued. Bulk 

cement increased 1100/o, primarily related to Holnam Cement's new rail 

load ing facility. Another major local employer, International Paper, increased 

its sh ipments by 350/o, as severa l consignments were diverted from North 

Carolina through Georgetown to meet Gearbulk and Saga vessels. In 

addition , lnsteel Wire's steel products rose 250/o and show great potentia l 

To maintain equipment and facilities at maximum capacity world of mandatory instant information interaction, the Ports 

A Growing Mom en tum and efficiency, the Ports Authority continued its program of Authority is at the forefront of technology applications to make 

As business vo lume continues to rise and capital investment in reinvesting all of its net income in ongoing improvements. computers work for its customers. All existing computer systems 

South Carolina soars, the link between manufacturers and the Port During this year, the Ports Authority ordered four new super were moved toward Y2K compliance with testing completed well 

for growth. -~~~~~~~e;n~s;tr~o~n~g:er;~in:f~is:cia~ly~e~a~ri1~99~9~-;0;n~e:o~f~S;o;~~~-~~~~~~~~~~~~~~;~~~~;~: __ jb~eflo~~~deadline . Sin~the~rtofCharlmonhaslongbeena Carolina's success sto ries, BMW, continues to grow its presence in leader in EDI networking with carriers, shippers, maritime 

South Carolina and increase its international volume through the expected to call our coast. Two Post-Panamax cranes and US Customs, this was a massive undertaking. 

While it maintains a strong base of local customers, today the Port of 

Georgetown ships to customers throughout Georgia and the Carolinas, an 
Port. A new firm to the state, Western Star Trucks, and numerous completed and put into operation at Columbus Street Terminal. 

la_!!~lctJur~rs-in-~roattr-ea-,ro~na--wt 1-soGn using the Port, The six cranes together cost $35.5 million. 

to a $4 mill ion improvement program recently camp erect........____ Three new rubber tired gantry cranes were brought on line that 

at Union Pier Terminal to more effectively handle increasing roll- wiflaH~he Ports Authority to more densely stack containers in 

on roll-off cargo, such as cars, trucks, boats and heavy machinery. the storageya•d'. The Port of Charle,ton now offers 16 of these 

Also of interest to the more than 700 companies in South cranes that optim~Q(!._Iand use by moving more cargo through 

Carolina that regularly use the Ports Authority's facilities is the the same space. More tharl'$&..._million in improvements to the 

Wando Welch Terminal were in ilia during the year including a 

new tendering system along the a 17-acre empty 

Management System was pi I iner sh ipments 

as they move through the port chain. This $9 million comnTI1'''"--
--.JI'Illll 

system, developed specifically by the Ports Authority for the 

Charleston waterfront and its customers, is the most comrrehensive 

of its type and is a major service to customers in increasing the 

speed of cargo and information flow. 

indication of our continued grow th and success. 

Port Royal : Volume on the Rise 
Fisca l yea r 1999 marked the return to 

profitabili ty for Port Royal. In fact, volume was 

up 1350fo to 364, 153 tons, and today there are 

two major long-term accounts that will 

guarantee steady volume for the future. 

Pan am Post-Panamax Vessel Forecast 

Since the Ports Authority regained 

operational control of Port Royal in 1995, several new pieces of business 

have been added. The resu lts show that Port Royal is indeed a marketable 

port and one that will generate jobs and have a positive overall economic 

impact on the Beaufort area and the entire state. 

current channel 
depth 

Post-Panamax 
Cranes in Operation 

This year, six new super Post-Panamax 
cranes were ordered and two of these 
cranes are already in operation. These 
cranes will help service vessels too large 
to cross the Panama Canal, with faster 
turnarounds and greater efficiency. 

$15 million 
additional ca rgo 

per ship 

new channel 
depth 

Deeper Channels 
Translate into 
Deeper Profitability 

The Harbor Deepen ing 
Project, begun in 1999, will 
have a tremendously positive 
impact on customers. For 
every extra foot of depth, a 
vessel can carry an addi t ional 
$3 million worth of cargo. 
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On tt1e Horizon 
To ensure that our Ports fOntinue to be one of 

South Caro lina's most vital ~conomic engines, we 

must continue to expand fafilities to accommodate 

the industry's dynamic changes. The United States 

Department of Transportati1n estimates that every 

major United States contain r port will double or 

triple its business by 2020. 

In addition, container shi s are increasing in size. 

The Post-Panamax sized ves el is becoming the norm 

and South Carolina Ports must be able to 

accommodate these 

Demands Greater Capacity 

w; ,- h,~, , ,, additiona l facilities, 

will exceed capacity 
Carolina Ports 

larger ships. Port 

customers are 

merging, forming 

alliances and 

consolidating their 

shipments to call on 

fewer ports. To remain 

in the forefront, South 

Carolina Ports must be 

able to meet al l of 

Through the development of a new, state-of-the

art seaport terminal-The Global Gateway Terminal

the Ports Authority wi l l keep our state competitive. 

Located on 1,300 acres at the southern end of Daniel 

Island in Charleston, the Global Gateway Terminal 

will be able to accommodate manufacturers' 

additional cargo and larger ships. The target date for 

completing the first phase is 2006, one year ahead of 

the projected saturation of existing capacity. 

The Global Gateway Terminal will yield 

tremendous positive economic impacts for South 

Carolina. By the year 2020, annua l Port-related 

impacts are estimated to reach $16 billion, $3.9 

billion in employee wages and $481 million in state 

and local taxes. Furthermore, the Global Gateway 

Terminal will preserve access to world markets for 

more than 700 South Carolina companies, protect the 

state's 83,085 existing Port-related jobs and enable 

South Carolina to continue attracting new investment 

and higher-paying jobs. The course for the future of 

our state and our Ports is dynamic, challenging, full 

their customers' needs. of opportunity-and it is growing! 
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Financial Statements 
SOUTH CAROLINA STATE PORTS AUTHORITY 

Years ended June 30, 1999 and 1998 with Report of Independent Auditors 

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. 

4-1;4'-
Peter N. Hughes 

Chief Financial Officer 

South Carolina State Ports Authority 

Report of lndependent 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, 1999 and 

1998 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, 1999 and 1998, and the results of its operations 

and its cash flows for the years then ended in conformity 

with generally accepted accounting principles. 

The year 2000 supplementary information on page 15 is 

not a required part of the basic financial statements but is 

supplementary information required by the Governmental 

Accounting Standards Board (GASB), and we did not audit 

and do not express an opinion on such information. 

Further, we were unable to apply to the information certain 

procedures prescribed by professional standards because 

disclosure criteria specified by GASB Technical Bulletin No. 

98-1 as amended are not sufficiently specific to permit us 

to perform procedures that would provide meaningful 

results. In addition, we do not provide assurance that the 

South Carolina State Ports Authority is or will become year 

2000 compliant, that the South Carolina State Ports 

Authority's year 2000 remediation efforts will be successful 

in whole or in part, or that parties with which the South 

Carolina State Ports Authority does business are or will 

become year 2000 compliant. 

o,,,:::,,: HLLP 
August 27, 1999 



Balance Sheets 

Assets {in thousands) 

Current assets: 

Cash 

Operating funds invested 

Accounts receivable: 

Trade, less allowance for doubtful accounts of $1,100 (1999) and $790 (1998) 

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 

Liabilities and capitalization {in thousands) 

Current liabilities payable from current assets: 

Accounts payable 

Accrued employee compensation and payroll-related 

withholdings and liabilities 

Total current liabilities payable from current assets 

Current liabilities payable from restricted assets: 

Current maturities of long-term debt 

Accounts payable, construction 

Retainage payable on construction contracts 

Accrued interest payable 

Total current liabilities payable from restricted assets 

Long-term debt 

Capita I ization : 

Contributed capital 

Accumulated earnings reinvested in the business 

Total capitalization 

Total liabilities and capitalization 

See accompanying notes. 

$ 

$ 

$ 

$ 

June 30 

1999 1998 

15,074 $ 4,980 

7,210 242 

22,284 5,222 

13,300 10,268 

80 1,224 

1,539 1,388 

2,356 3,376 

39,559 21,478 

112,569 7,974 

365,712 351,221 

2,662 855 

520,502 $ 381,528 

June 30 

1999 1998 

3.411 $ 2,936 

2,793 2,600 

6,204 5,536 

1,519 1,372 

2,674 10,767 

2,616 1,802 

4,361 2,094 

11,170 16,035 

181,032 56,206 

176,339 174,066 

145,757 129,685 

322,096 303,751 

520,502 $ 381,528 

3 



4 

Statements of Reinvested Earnings and 
Accumulated Earnings Reinvested in the Business 

Year ended June 30 

(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 before extraordinary loss on defeasance 

Extraordinary loss on defeasance 

Earnings reinvested in Port operations and facilities 

Accumulated earnings reinvested in the business at beginning of year 

1999 

84,801 

39,073 

12,885 

16,590 

68,548 

16,253 

2,213 

643 

(2.442) 

(595) 

(181) 

16,072 

16,072 

129,685 

Accumulated earnings reinvested in the business at end of year $ 145,757 

See accompanying notes. 

$ 

$ 

1998 

80,965 

35.430 

10,936 

15,773 

62,139 

18,826 

2,718 

1,960 

(4,325) 

(243) 

110 

18,936 

(3.438) 

15.498 

114,187 

129,685 



Statements of Cash Flows 

Year ended June 30 

(in thousands) 1999 1998 

Operating activities 

Operating earnings $ 16,253 $ 18,826 

Adjustments to reconcile operating earnings to net cash provided by operating activities: 

Depreciation 16,590 15,773 

Provision for doubtful accounts 374 261 

" 
Other earnings (losses), net 218 1,717 

Amortization 125 108 

(Gain) Loss on disposal of fixed assets (542) 45 

Changes in operating assets and liabilities: 

Accounts receivable (2,262) 1,038 

Inventories (151) (223) 

Prepaid and other current assets 1,020 110 

Accounts payable 475 (263) 

Payroll-related liabilities 193 318 

Net cash provided by operating activities 32,293 37,710 

Investing activities 

Proceeds from sale of property and equipment 545 

Proceeds from sale of investments 32,687 7,290 

Purchases of investments (35,234) (5,522) 

Interest on investments 6,362 2,718 

Net cash provided by investing activities 4,360 4,486 

Capital and related financing activities 

Acquisition and construction of capital assets (27,915) (32,614) 

Change in retainage and construction accounts payable (7,502) (3,256) 

Proceeds from revenue bonds 151,105 

Principal paid on revenue bonds (1 '130) (1,070) 

Principal paid on other debt (45) (240) 

Principal refunded on 1994 revenue bonds (25,000) 

Principal defeased on 1991 revenue bonds - (27,970) 

Cash deposited into trust on defeasance of bonds - (2,473) 

Bond issue costs paid (2,109) 

Interest paid on revenue bonds (7,208) (4,308) 

Interest paid on other debt (15) (12) 

Capital contributed from State of South Carolina 2,273 

Other - (332) 

Net cash provided by (used in) capital and related financing activities 82.454 (72,275) 

Net increase (decrease) in cash and cash equivalents 119,107 (30,079) 

Cash and cash equivalents at beginning of year 9,119 39,198 

Cash and cash equivalents at end of year $ 128,226 $ 9,119 

5 
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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, 1998 

Net increase 

Cash and cash equivalents at June 30, 1999 

Noncash investing, capital and related financing activities 

Current 
Assets 

$ 5,222 

17,062 

$ 22,284 

Restricted Statement of 
Assets Cash Flows Total 

$ 3,897 $ 9,119 

102,045 119,107 

$105,942 $128,226 

Property and equipment and accounts payable were adjusted by approximately $223,000 at June 30, 1999 for non-cash 

amounts in connection with the accrual of liabilities. 

Property and equipment and accounts payable were adjusted by approximately $3,020,000 at June 30, 1998 for non-cash 

amounts in connection with the accrual of liabilities. 

See accompanying notes. 
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Notes to Financial Statements 

June 30, 1999 

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, investments and 

pooled investments for operations, debt service and capital 

improvements. Funds are deposited in banks and pooled 

investment funds maintained by the State Treasurer. Cash, 

investments and pooled investments used for operations are 

included on the balance sheet as "Cash" and "Operating funds 

invested': Cash and cash equivalents, investments and pooled 

investments maintained in accordance with revenue bond 

covenants are included on the 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, 1999 and 1998, the Ports Authority's funds 

held by banks as trustees totaled $6,627,000 and $4,077,000, 

respectively. The State Treasurer held approximately $51,000 

and $726,000 of the Port's Authority's funds at June 30, 1999 

and 1998, respectively. 

The Ports Authority's total cash and investments at June 

30, 1999 and 1998 were approximately $134,853,000 and 

$13,196,000, respectively, at cost. which approximates market 

value. Periodically cash on deposit in Federally insured 

institutions exceeds the limit on insured deposits, and may 

not be specifically collateralized. 

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 

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 Ports Authority is exposed to various risks of loss 

related to torts; theft of, damage to and destruction of 

assets; injuries to employees and natural disasters. The Ports 

Authority has obtained commercial insurance to cover the 

risk of these losses, including workers' compensation and 

employee health and accident insurance. Settled claims 

7 
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Notes to Financial Statements (continued) 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

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. During fiscal 

year 1999, two customers each accounted for approximately 

13% and 11% of the Ports Authority's revenues. 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. 

Unemployment Compensation 

The Ports Authority is liable under the South Carolina 

Employment Security Law for unemployment compensation 

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: 

1991 Debt Service Fund 

1991 Debt Service Reserve Fund 

1994 Debt Service Reserve Fund 

1998 Debt Service Fund 

Total funds held by trustee 

Cash and cash equivalents: 

Capital Improvement Fund: 

Cash 

Funds invested 

Construction Fund: 

~ Funds invested 

Depreciation Fund: 

Cash 

Funds invested 

Other- State Port Construction Fund: 

Cash 

Funds invested 

Total cash and cash equivalents 

Total assets restricted by revenue bond covenants 

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 statements 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, 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 1998 

information to conform to the 1999 presentation. 

$ 

$ 

1999 

2,309 

742 

3,576 

6,627 

2,122 

17,871 

19,993 

74,037 

74,037 

2,574 

8,826 

11,400 

507 

5 

512 

105,942 

112,569 

$ 

$ 

1998 

3,161 

711 

205 

4,077 

2,057 

139 

2,196 

1,261 

46 

1,307 

95 

299 

394 

3,897 

7,974 



Notes to Financial Statements (continued) 

2. ASSETS RESTRICTED BY REVENUE BOND COVENANTS (continued) 

In connection with outstanding revenue bonds, (1) the 

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

revenues remaining after providing for the proper operation 

and maintenance of facilities) are pledged for payment of 

bond principal and interest, (2) a 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 Construction 

Fund and 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 

requirements, the Ports Authority is permitted to use the 

Reserve Fund investment income for principal and interest 

payments and thereby reduce the amount of operating funds 

required to be transferred to the Debt Service Fund. Moneys 

in the Debt Service Reserve Funds can be invested and 

reinvested in investments collateralized by U.S. government 

3. PROPERTY AND EQUIPMENT 

or agency obligations, with maturities consistent with the 

need for moneys in the funds. The Reserve Fund Requirement 

applicable to the Series 1998 Bonds is funded through the 

purchase of a debt service reserve insurance policy. 

The Construction Fund was established with the proceeds 

from the 1998 revenue bonds. This fund will be used as needed 

to pay the costs of facilities improvements and equipment for 

which the bonds were established. Maturities of investments 

in the Construction Fund are limited to be consistent with 

the need for money from the Construction Fund. 

Additions to the Capital Improvement Fund and 

Depreciation Fund are required in amounts equal to the 

annual budget for facilities improvements and equipment. 

Proceeds from the sale of real and personal property also are 

required to be deposited 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. 

Property and equipment consist of the following amounts at June 30, 1999 and 1998: 

(in thousands) 1999 1998 

Land $ 132,439 $ 129,476 

Land improvements 115,161 114,308 

Buildings and structures 207,183 207,027 

Railroad tracks 3,193 2,897 

Terminal equipment 42,998 36,271 

Furniture and fixtures 4,834 3,202 

Capital projects in progress 54,125 38,596 

559,933 531,777 

Less accumulated depreciation 194,221 180,556 

Property and equipment. net $ 365,712 $ 351,221 

9 
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Notes to Financial Statements (continued) 

3. PROPERTY AND EQUIPMENT (continued) 

Leases 

During 1999 and 1998, the Ports Authority leased container 

handlers and other equipment under operating leases, generally 

for a term of 12 months or less, incurring expenses in the 

amount of approximately $498,000 and $532,000, respectively. 

4. LONG-TERM DEBT 

Series 1991 

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 

approximately $1,092,000, originally consisted of serial bonds 

totaling $17,895,000 maturing July 1, 2006; term bonds of 

$11,130,000 maturing on July 1, 2011; and term bonds of 

$36,700,000 maturing on July 1, 2021. The bond discount and 

bond issue costs are being amortized using the straight-line 

method over thirty years, the life of the bonds. Unamortized 

bond discount and unamortized bond issue costs at June 30, 

1999 were approximately $622,000 and $422,000, respectively. 

Interest is payable each January 1 and July 1 at rates ranging 

from 5.7% to 6.75%. 

On June 19, 1998 the Ports Authority completed the in

substance defeasance of $27,970,000 of the outstanding 

1991 Series revenue bonds. Approximately $31,795,000 1991 

series revenue bonds remain outstanding at June 30, 1999, 

with interest rates ranging from 5.7% to 6.75%. The Ports 

Authority used existing cash reserves to purchase U.S. 

government securities. Those securities were deposited in an 

irrevocable trust with a bank as escrow agent to provide for 

all future debt service payments on the bonds. As a result, 

$27,970,000 of the 1991 revenue bonds are considered to be 

in-substance defeased and the liability for those bonds has 

been removed from long-term debt. 

The Ports Authority incurred an extraordinary loss of 

$3,438,000 in 1998 in connection with the partial in

substance defeasance of the 1991 Series revenue bonds. This 

loss is comprised of the write-off of a pro-rata portion of the 

unamortized bond discount of $390,000; the write-off of a 

pro-rata portion of the unamortized bond issue costs of 

$575,000; and the difference between the amount of cash 

and securities deposited with the trustee ($30,443,000), and 

the face amount of the bonds defeased ($27,970,000) of 

$2,473,000. 

On June 30, 1998, the Ports Authority sold an option to a 

third party to purchase the escrowed U.S. government 

securities. The exercise price of the option shall equal the 

redemption price of the defeased bonds. The Ports Authority 

received $1,862,000 in June 1998 related to this transaction. 

This fee was recognized as other income in fiscal 1998. 

On August 3, 1999 the Ports Authority completed the 

in-substance defeasance of $27,975,000 of the outstanding 

1991 Series revenue bonds. The Ports Authority used existing 

cash reserves to purchase U.S. government securities. Those 

securities were deposited in an irrevocable trust with a bank 

escrow agent to provide for all future debt service payments 

on the bonds. As a result, $27,975,000 of the 1991 revenue 

bonds are considered to be in-substance defeased and the 

liability for those bonds will be removed from long-term debt 

in fiscal year 2000. The remaining $3,820,000 1991 Series 

bonds outstanding are due $1,200,000 (2000), $1,270,000 

(2001) and $1,350,000 (2002) and are included in other debt 

on page 11. 

Series 1994 

During fiscal 1994, the Ports Authority issued Series 1994 

Junior Lien Revenue Bonds to provide funds to finance a 

portion of the cost of improvements and expansion to its 

container facilities at the Wando Welch Terminal. The bonds 

consisted of term bonds of $24,800,000 maturing July 1, 

2024. Bond issue costs incurred, totaling approximately 

$251,000, were originally being amortized using the straight

line method over fifteen years. 

In December 1998, the Ports Authority refunded the 1994 

Junior Lien Revenue Bonds. The balance of $24,800,000 was 

removed from long term debt and the related unamortized 

bond issue costs of $170,000 were written off. 

Series 1998 

During fiscal 1999, the Ports Authority issued Series 1998 

bonds to provide funds to finance the expansion and 

improvement of the Ports Authority's facilities. The bonds, 

issued at a premium of approximately $1,105,000, consist of 

serial bonds totaling $70,865,000 maturing July 1, 2018 and 

term bonds of $54,135,000 maturing on July 1, 2026. The 

bond premium is being amortized using the effective interest 

method over 28 years, the life of the bonds. Unamortized 

bond premium and unamortized bond issue costs at June 30, 

1999 were approximately $1,061,000 and $1,659,000, 

respectively. Interest is payable each January 1 and July 1 at 

rates ranging from 3.8% to 5.5 %. 



Notes to Financial Statements (continued) 

4. LONG-TERM DEBT (continued) 

The Series 1998 Bonds maturing on July 1, 2013 and 

thereafter are subject to optional redemption prior to 

maturity at the option of the Ports Authority, on or after 

July 1, 2008. The redemption prices as a percentage of principal 

amount are as follows (plus interest accrued to date): 

Redemption Date 

(Inclusive) 

July 1, 2008 to June 30, 2009 

July 1, 2009 to June 30, 2010 

July 1, 2010 and thereafter 

Redemption 

Price 

101 .0% 

100.5 

100.0 

The Series 1998 Bonds maturing on July 1, 2026 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 

2019 $6,210 2023 $7,640 

2020 6,540 2024 8,040 

2021 6,890 2025 8,470 

2022 7,255 2026 3,090 

1998B 

Series 1998B 

During fiscal 1999, the Ports Authority issued Series 

1998B bonds to refund the Ports Authority's outstanding 

$24,800,000 1994 Junior Lien Revenue Bonds. The bonds, 

issued at cost, consist of term bonds of $25,000,000 maturing 

on July 1, 2028. Interest is payable each January 1 and July 1 

at variable rates, with a maximum rate of 18%. The interest 

rate at June 30, 1999 was 3.55%. The 1998B bonds are 

generally redeemable prior to maturity on interest payment 

dates with a 30 or 60 day notice from the Ports Authority, 

depending on which interest rate applies at the time. Some 

interest rates require a no-call period during which the bonds 

are not redeemable. 

The 1998B 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. 

Maturities of long-term debt are summarized as follows : 

1998 Other 

(in thousands} Revenue Bonds Revenue Bonds Debt Total 

2000 $ - $ 260 $ 1,259 $ 1,519 

2001 - 495 1,311 1,806 

2002 - 1,195 1,366 2,561 

2003 - 2,675 - 2,675 

2004 - 2,785 - 2,785 

Thereafter 25,000 117,590 - 142,590 

25,000 125,000 3,936 153,936 

Less current portion - (260) (1,259) (1,519) 

Plus unamortized bond premium (discount) - 1,061 (421) 640 

Long-term portion $ 25,000 $ 125,801 $ 2,256 $ 153,057 

The $27,975,000 1991 Series bonds defeased on August 3, 1999 have been removed from the maturity schedule. 

Interest cost incurred in 1999 and 1998 was approximately $2,442,000 and $4,325,000, respectively. Interest of 

approximately $2,896,000 and $700,000 was capitalized in 1999 and 1998, respectively, in connection with the construction 

of various Port facilities. 

11 
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Notes to Financial Statements (continued) 

5. CONTRIBUTED CAPITAL AND PLANT EXPANSION 

Contributed capital at June 30, 1999 and 1998 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 Terminal Access Road 

(Department of Highways and Public Transportation) 

For BMW Plant Land Purchase 

Capital contributed (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) Includes rehabilitation costs incurred on the Port Royal 

track considered capital donations to the owners of the 

track, Tangent Transportation, a subsidiary of the South 

Carolina Railways Commission and certain costs incurred 

on behalf of the Town of Port Royal. 

(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. 

6. COMMITMENTS 

Construction 

In addition to routine commitments for repairs and 

1999 1998 

$ 3,498 $ 3,498 

22,000 22,000 

2,000 2,000 

106,533 106,533 

65 65 

37,580 35,307 

(817) (817) 

170,859 168,586 

3,180 3,180 

1,653 1,653 

344 344 

303 303 

$ 176,339 $ 174,066 

maintenance, the Ports Authority had commitments for 

construction of approximately $33,297,000 at June 30, 1999. 

The Federal Water Resources Development Act of 1986 

authorized the deepening of Charleston Harbor to its 

present depth of 40 feet. a project that was substantially 

completed in 1994. The Federal government and the State of 

South Carolina provided all of the funding for this $125 

million project. 

More recently, an Army Corps of Engineers study of 

Charleston Harbor completed in 1996 concluded that a 

further deepening of Charleston Harbor would lower 

transportation costs. Based on the 1996 study, Congress in 

1996 approved a channel depth of 45 feet. The Army Corps 

of Engineers has estimated the total cost of this deepening 

project to be approximately $164.4 million over a six year 

period. Funding sources include anticipated Federal 

appropriations totaling approximately $90.2 million and a 

local share of approximately $74.2 million. Of this local share, 

the Authority has received $8.1 million from the State of 

South Carolina of unspent State funds previously appropriated 

for the 1986 harbor deepening project. To meet the balance 

of the local share of the project, the Authority has requested 

$66.1 million from the State of South Carolina. During fiscal 

year 1999, the State approved an additional $40 million for a 



Notes to Financial Statements (continued) 

6. COMMITMENTS (continued) 

total of $48.1 million in committed funding. Since 1957, the 

State has financially supported certain projects including 

terminal expansion and has provided the local share for 

previous harbor deepening projects. However, the State has 

not committed any funds for the current project beyond the 

$48.1 million previously mentioned, nor can there be any 

assurance as to any such commitment. 

To facilitate payments to the Federal government for the 

State's share of the Harbor Deepening Project, the Ports 

Authority established two 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 

construction progresses. During fiscal year 1999, the total 

credit issued under the letters of credit was approximately 

$20.9 million. A total of $7.1 million was drawn by the 

contracting Federal agency leaving $13.8 million in available 

funds at June 30, 1999. The Ports Authority received 

corresponding reimbursement from State funds. There were 

no outstanding draws against the letters of credit as of June 

30, 1999. 

In 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 

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 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 during the lease term at historical cost. 

The Ports Authority and BMW have 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. 

In connection with the acquisition of a parcel of land 

located on Daniel Island designated for future Port expansion, 

the Ports Authority agreed to partially fund and manage 

construction of an interchange and access roads for 1-526 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 Transportation. The cost of the project funded 

by the Ports Authority 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 private 

sources. The Ports Authority has committed to fund the 

remaining costs, estimated to be $5,465,000. As of June 30, 

1999, $254,000 remains to be expended, and is included in 

"accounts payable, construction." The project is substantially 

complete and the interchange and access roads opened in 

August 1999. 

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, 1999 was · 

approximately $22,173,000. The payroll for employees not 

covered by PERS for the year ended June 30, 1999 was 

approximately $876,000. 

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 pro

vides 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% of annual compensation, and 

the Ports Authority must contribute 7.7% of total payroll of 

covered employees for PERS. The total contribution for the 

year ended June 30, 1999 was approximately $1,674,000 from 

the Ports Authority and $1,330,000 from employees. 

The South Carolina Retirement System issues a publicly 
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Notes to Financial Statements (continued) 

7. RETIREMENT PLANS AND OTHER POST-RETIREMENT BENEFITS (continued) 

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 requirements relating to 

membership, benefits, and employee/employer contributions 

for the plan. By law, employee contribution requirements for 

the fiscal year ended June 30, 1998 (the latest available) was 

6% of the employee's salary. Actuarially determined employer 

contribution rates far PERS, expressed as a percentage of 

compensation, for the fiscal year ended June 30, 1998 (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 Ended 

June 30, 1998 

June 30, 1997 

June 30, 1996 

Required 

$156,938 

$149,711 

$147,212 

Ofo Contributed 

100.00% 

100.00% 

100.00% 

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. As a governmental 

entity the Authority has the option to account for post

retirement 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, 1999, 182 retirees were receiving 

benefits. The Ports Authority pays 100 percent of the cost of 

medical insurance premiums for the retirees. Expenses for 

post-retirement medical insurance premiums are recognized as 

paid by the Ports Authority. During the years ended June 30, 

1999 and 1998, expenses for post-retirement health care 

benefits were approximately $408,000 and $352,000, 

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 provided and for facilities 

used is recorded as operating revenue when earned. 

In 1999 and 1998, operating revenue recorded for 

facilitating agreements by the Ports Authority was 

approximately $54,482,000 and $54,122,000, respectively. 

The approximate total cost and related accumulated 

depreciation of facilities assigned to others at June 30, 1999 

and 1998 were: 

(in thousands) 

Cost 

Accumulated depreciation 

1999 

$279,977 

81,582 

1998 

$262,352 

75,978 

Minimum future operating revenue and rentals to be 

received under noncancelable agreements as of June 30, 1999 

were: 

Year Ending June 30 (in thousands) 

2000 

2001 

2002 

2003 

2004 

Later years 

Total minimum future operating 

revenue and rentals to be received 

9. FAIR VALUE OF FINANCIAL INSTRUMENTS 

$18,057 

14,602 

12,242 

9,402 

4,538 

2,111 

$60,952 

The carrying value of cash, accounts receivable, operating 

funds invested by the State Treasurer, assets restricted by 

revenue bond covenants and accounts and retainage payable 
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9. FAIR VALUE OF FINANCIAL INSTRUMENTS (continued) 

approximate fair value. At June 30, 1999, 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) 1999 1998 

Carrying Estimated Carrying Estimated 

Value Fair Value Value Fair Value 

Debt $181,912 $180,662 $58,036 $60,322 

The above long-term debt is comprised principally of 

bonds issued to partially finance improvements and expansion 

at the Ports Authority's facilities. 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, 1999, 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. 

• 

15 



16 

Required Supplementary lnformation 

YEAR 2000 SUPPLEMENTARY INFORMATION 

The Year 2000 issue is the result of shortcomings in 

many electronic data processing systems and other electronic 

equipment that may adversely affect the Ports Authority's 

operations as early as fiscal year 1999. 

The Ports Authority has completed an inventory of 

computer systems and other electronic equipment that may 

be affected by the Year 2000 issue and that are necessary to 

conducting Port operations. The Ports Authority has identified 

the following systems requiring Year 2000 remediation or 

conversion to year 2000 compliant systems: 

Financial Applications: All our Financial Applications are 

being replaced with Y2K-compliant third-party software and 

will be fully operational prior to the Year 2000. The general 

ledger, accounts payable, capital projects, fixed assets and 

purchasing systems were fully functional at June 30, 1999. 

Further validation and testing of these system will be 

completed by calendar year end. Installation, validation 

and testing of the invoice billing, accounts receivable, and 

payroll systems are scheduled to be completed during the 

last calendar quarter of 1999. A contract amount of 

$198,900 remains committed to the invoice billing project 

as of June 30, 1999. 

ORION: The operating system (IBM system) has been 
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upgraded and is now Y2K-compliant. Upgrading of the third

party software and complimentary components to the IBM 

operating system are complete. Internally, all on-line ORION 

programs have been converted and tested. A small group of 

batch programs (nightly processing) is scheduled for completion 

by September 30, 1999. A new Compiler, which translates 

machine language, has been installed. The EDI programs have 

been evaluated internally and became Y2K-compliant before 

June 30, 1999. Additional testing and validation of these 

systems will be conducted through the remainder of the 

calendar year. 

Operations Equipment: The Ports Authority received 

written confirmation from our major suppliers that our 

equipment is Y2K-compliant. Validation and testing have 

been completed when deemed necessary. No remediation 

efforts have been needed. 

Because of the unprecedented nature of the Year 2000 

issue, its effects and the success of related remediation efforts 

will not be fully determinable until the Year 2000 and 

thereafter. Management cannot assure that the Ports Authority 

is or will be Year 2000 ready, that the Ports Authority's efforts 

will be successful in whole or in part, or that parties with whom 

the Ports Authority does business will be Year 2000 ready. 

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

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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