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Letter 
Behind the headlines of record-breaking volume and financial strength in the Ports of Charleston, 

Georgetown and Port Royal is the real story-a story of people working to make our state's seaport 

system a renowned and important resource for economic development in South Carolina. 

Much is made of the South Carolina State Ports Authority's business successes, and rightly so. 

In fiscal 200 I, operating revenues reached an all-time high, increasing 7% to $1 04.6 million despite 

a weakening economic condition. 

We have invested millions to enhance our existing asset base, including $50.6 million last year 

alone. Space utilization has soared and is now nearly triple that of the Authority's competitors on 

the East and Gulf Coasts. 

This success has drawn increased business to the state's public seaports. The world's best ships 

now call on South Carolina's coast, increasing the frequency and diversity of departures to over

seas markets and providing a stronger competitive position for our state's international business 

community. This service profile was boosted in fiscal 200 I by several new services and a renewed 

contract with the Port's largest customer. 

In addition, the project to deepen Charleston's shipping channels progressed rapidly last year. 

This will remain a top priority in the near future. Importantly, the federal government announced 

that it would consider a post 45-foot project in Charleston. 

These successes are capped by the fact that fiscal year 200 I was the eighth consecutive record

setting year for South Carolina's ports. But behind every ship, every tug, every truck and every railcar 

are men and women striving for a better future. 

Statewide, there are 83,000 people employed in port-related jobs each representing not only a 

person, but a family. In the coastal port area alone, 16,000 people earn nearly $500 million annually 

because of trade through our port. 

The impacts of our public seaports radiate to various businesses and industry sectors across the 

state, and their fingers reach into all our homes and communities. Everyone in South Carolina, either 

indirectly or directly, feels the benefits and the struggles of what happens in our coastal port cities. 

On the pages that follow, four individuals share their stories about the port and what it means 

to their life and to the lives of those around them. These are the stories that often go untold. 

One story that remains the same is our resolve. The South Carolina State Ports Authority will 

continue to aggressively pursue new port capacity and its goal of improving our state through 

waterborne commerce. We are an important link in the chain of economic activity in South Carolina 

and we recognize and appreciate that many others contribute to making our ports the economic 

engines that they have become. 

¥3Ed~ 
C HAIRMAN - FY 200 1 

Bernard S. Groseclose, Jr. 
PRESIDENT AND CHIEF EX ECUTIVE OFFI C ER 





Exceeding 
Customers' Needs 

The South Carolina State Ports Authority strives to meet and surpass its 

customers' expectations. Fiscal year 200 I was a period of great progress in 

this regard, highlighted by several new carrier contracts, a new productivity 

record, significant capital investments, progress on harbor deepening and 

efforts to secure long-term capacity. 

The number of countries served directly from South Carolina grew to I SO 

in FY200 I. With several new contracts signed during the year, each of the 

world's ten largest carriers now sends ships to South Carolina. Most signifi

cantly, the Ports Authority successfully concluded negotiations with its largest 

customer, Maersk-Sealand. 

During the fiscal year, the world's largest ocean carrier named Charleston 

their most productive port in the U.S. and second only to Hong Kong globally. 

One of the nation's largest shippers, Michelin North America, presented the 

Ports Authority with its Special Recognition Quality Award. 

To reach such an impressive level of efficiency, the Ports Authority has invested 

significantly in facilities. In FYO I, the Ports Authority pumped $50 million into 

improvements to existing terminals and new equipment. These funds were 

provided through internal sources-cash flow and revenue bonds-and not 

tax dollars. 

The $1 SO-million Charleston Harbor Deepening Project also continued on 

schedule, with a majority of the project occurring during the fiscal year. Work 

is expected to continue for the next two to three years. 

Preparations to provide long-term port capacity for South Carolina's 

industries also advanced during the fiscal year. The State Budget & Control 

Board and the Charleston County Legislative Delegation's Ad Hoc Port 

Subcommittee supported the Ports Authority's planning efforts and the con

cept of expansion on Daniel Island. 

With 700 manufacturers from every county in South Carolina using the 

Authority's facilities, protecting and strengthening our port remains a vital 

issue for the state. 
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"I've worked for the Ports Authority for five 
years, and in my job I act as a contact 
between employees and supervisors. I field 
questions and concerns from everyone-truck 
drivers, customers and employees-and 
constantly work with my colleagues to make 
things as productive as they can be. That's a 
continuous process here. 

came here straight out of college, and have 
seen from the start that the employees are 
the backbone of the port. It's the people, not 
the machines, that drive this place. I've met a 
lot of hard working employees who take a lot 
of pride in what they do. It's enjoyable working 
here because people are generally happy. Our 
management works hard at being fair with 
employees while it's being fair with its 
customers and stakeholders. That spirit makes 
a lot of people feel positive about being there. 
They believe they're the best in the world at 
their jobs, and time after time, studies prove 
they really are!" 

-Lamond Smith 
South Carolina State Ports Authority 
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Success 
Through People 

The South Carolina State Ports Authority's greatest asset is its people. 

Recognizing this fact, the Ports Authority continued efforts to invest responsibly 

in its human resources in fiscal year 200 I. 

With the assistance of a leading consultant, the Ports Authority conducted 

a detailed compensation study of pay and benefits. This resulted in a number 

of positive steps for Authority workers, including market-based adjustments, 

a night shift differential, increased annual leave, an expanded incentive program 

and leave credit changes. 

Understanding that employees and their families must deal with many 

challenges in their personal lives, the Ports Authority also contracted with a 

firm to provide professional and confidential counseling, free of charge. The 

program is structured to help them deal with marriage strains, problems with 

children, alcohol and drug issues, eldercare and other problems. 

To effectively handle rapidly increasing business volumes and increased 

customer requirements, the Ports Authority added strength to its worker's 

ranks in FYO I, bringing on 81 additional employees. Many of these were in the 

operations areas, where personnel first feel the stress of increased volume. 

All seaports have cranes, channels, ships and wharves, but few have our 

level of quality employees. The Authority is committed to recruiting and retaining 

qualified, competent and motivated employees and to paying competitive wages 

and salaries. 
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Growing Responsibly, 
Respectfully 

The South Carolina State Ports Authority is committed to expanding the 

business of waterborne commerce while respecting the natural environment 

and the communities surrounding our seaports. 

A growing port and a livable community can go hand-in-hand. One does 

not have to come at the expense of the other. Our seaport facilities have 

never been busier while at the same time, the public waterfront has never 

been more widely enjoyed and appreciated. 

With this pace of change has come concern that waterborne commerce 

will be pushed out by other uses. For hundreds of years, residential, commercial 

and industrial uses have coexisted along the water's edge. The Ports Authority 

will work to ensure that the uses remain compatible. 

In fiscal year 200 I, the Ports Authority demonstrated this by increasing the 

utilization of existing facilities, installing better equipment and bolstering its 

recycling program. 

Seeking better use of existing terminals is the responsible course and has 

the added benefit of delaying when new facilities will be needed. The Ports 

Authority's capital plan has been a resounding success. In October, The journal 

of Commerce reported that the Ports Authority is nearly three times more 

efficient than the average East Coast port when it comes to land utilization. 

The Authority replaced older diesel-electric cranes with new, cleaner electric 

models. To cut down on noise pollution, dozens of container lifters have been 

retrofitted with warning devices that measure ambient noise and adjust their 

volume levels as necessary. Additionally, the Ports Authority grew its recycling 

program in FYO I to an all-time record level of paper, wood and steel. The 

Ports Authority also co-sponsored an award-winning video on safe boating in 

commercial seaports. 

Responsible, planned growth results in a stronger community and opportu

nities for all to improve their lives. 
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''The Port is certainly important, 
business-wise, but it's also important 
to the average citizen. I've lived here 
all my life and watched this area grow. 
I've also been here when it wasn't 
growing so well and I know ftrst hand 
how important a strong port is. 

"In my walking tours, I always make 
a point about the contribution the Port 
has made to the economic success 
of Charleston. The Port helps bring 
balance to this region, a diversity of 
people, a diversity of wealth, of ages, 
of ideas, all living on the Peninsula. 
That contributes to the atmosphere 
that is so appealing to people who 
visit and move here." 

-Sandra Campbell 
Touriftc Tours 
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Building Our 
Communities 

The Ports Authority's goal is to improve the quality of life for all South 

Carolinians by providing opportunities for individuals to make their own way 

and build better lives for themselves and their families . 

Port-related jobs across South Carolina pay 25% higher than the state 

average. There are more than 83,000 people in our state that have jobs hinging 

on trade through the Ports Authority's facilities. They work for companies that 

are exploring new markets made accessible by the port. 

In fiscal year 200 I, the economic impact of waterborne commerce through 

South Carolina's public ports surpassed $14 billion in corporate sales, personal 

income and taxes. 

This massive impact shows the reach our port has into communities across 

South Carolina. Companies using the port have employees that support dry 

cleaners, dentists and others. They support charities and participate in churches. 

For example, the Ports Authority's employees support American Red Cross 

Blood Drives, raise funds for the Muscular Dystrophy Association, back the 

Juvenile Diabetes Foundation and are one of the region's largest contributors 

to United Way. The Ports Authority also has productive relationships with 

three partner schools and sponsors youth athletic teams and an adult learning 

program in a rural, minority area. 

The Ports Authority's employees do not participate in these for praise or 

recognition; they participate because they are concerned members of our 

community and want to improve it. Clearly, the economic success of one 

translates into true community building for all. 
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Financial 
Statements 

South Carolina State Ports Authority 
Years ended June 30, 200 I and 2000 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 man
agement 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 develop
ment 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 Com
mittee 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 state
ments, 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 esti
mates and informed judgments as required. The financial state
ments contained in this annual report have been audited by 
Ernst & Young LLP, independent auditors, whose report 
appears on this page. 

44-1;~ 
Peter N. Hughes 

Chief Financial Officer 

South Carolina Ports Authority 
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Report of Independent Auditors 

Members of the Governing Board 

South Carolina State Ports Authority 

We have audited the balance ~heets of the South Carolina 

State Ports Authority as of June 30, 200 I and 2000, 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 auditing 

standards generally accepted in the United States. 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 over

all 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, 200 I and 

2000, and the results of its operations and its cash flows for 

the years then ended in conformity with accounting principles 

generally accepted in the United States. 

~THLLP 
Greenville, South Carolina 

August 17, 200 I 



Balance Sheets 

Assets (In thousands) 

Current assets: 

Cash 

Operating funds invested 

Accounts receivable: 

Trade, less allowance for doubtful accounts of $1 ,330 (200 I) and $1 ,250 (2000) 

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 

Capitalization: 

Contributed capital 

Accumulated earnings reinvested in the business 

Total capitalization 

Total liabilities and capitalization 

See accompanying notes. 12 

$ 

2001 

2,528 

15,767 

18,295 

16,300 

3,828 

2,508 

5,885 

46,816 

63,648 

430,893 

1,904 

$ 543,261 

$ 4,495 

3,632 

8,127 

2,729 

1,694 

784 

3,328 

8,535 

149,275 

192,339 

184,985 

377,324 

$ 543,261 

June 30 

$ 

2000 

7,042 

39,317 

46,359 

15,776 

300 

1,915 

2,920 

67,270 

56,345 

399,596 

2,005 

$ 525,216 

$ 5,343 

3,524 

8,867 

1,802 

4,105 

3,363 

3,414 

12,684 

151,607 

185,467 

166,591 

352,058 

$ 525,216 



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 

2001 

$ I 04,655 

52,597 

14,350 

18,913 

85,860 

18,795 

3,381 

1,088 

(3,884) 

(986) 

(40 I) 

Earnings reinvested in Port operations and facilities before extraordinary loss on defeasance 18,394 

Extraordinary loss on defeasance 

Earnings reinvested in Port operations and facilities 18,394 

Accumulated earnings reinvested in the business at beginning of year 166,591 

Accumulated earnings reinvested in the business at end of year $ 184,985 

See accompanying notes. 
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2000 

$ 97,504 

45, 138 

14,396 

17,275 

76,809 

20,695 

2,238 

2,734 

( 1,887) 

(954) 

2, 131 

22,826 

( 1,992) 

20,834 

145,757 

$ 166,591 



Statements of Cash Flows 

Year ended June 30 

(In thousands) 2001 2000 

Operating activities 

Operating earnings $ 18,795 $ 20,695 

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

Depreciation 18,913 17,275 

Provision for doubtful accounts 273 307 

Other earnings, net 102 1,780 

Amortization 76 80 

Gain on disposal of property and equipment (266) (I ,50 I) 

Changes in operating assets and liabilities: 

Accounts receivable (4,325) (3,003) 

Inventories (593) (376) 

Prepaid and other current assets (2,965) (564) 

Accounts payable (848) 1,932 

Payroll-related liabilities 108 498 

Net cash provided by operating activities 29,270 37,123 

Investing activities 

Proceeds from sale of property and equipment 379 1,574 

Proceeds from sale of investments 10,217 10,001 

Purchases of investments (10,995) (9,364) 

Interest on investments 4,855 5,531 

Net cash provided by investing activities 4,456 7,742 

Capital and related financing activities 

Acquisition and construction of capital assets (49,990) (47,207) 

Change in retainage payable (2,579) 747 

Borrowings on credit agreement 1,324 

Principal paid on credit agreement (I ,324) 

Principal paid on revenue bonds (1,765) (I ,460) 

Principal paid on other debt (213) (65) 

Principal defeased on 1991 revenue bonds (27,975) 

Cash deposited into trust on defeasance of bonds (I ,044) 

Bond issue costs paid ( 13) 

Interest paid on revenue bonds (7,554) (8,488) 

Interest paid on other debt (29) (5) 

Capital contributed from State of South Carolina 6,872 9,128 

Net cash used in capital and related financing activities (55,258) (76,382) 

Net decrease in cash and cash equivalents (21 ,532) (31 ,517) 

Cash and cash equivalents at beginning of year 96,709 128,226 

Cash and cash equivalents at end of year $ 75,177 $ 96,709 
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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: 

Current Restricted Statement of 

(in thousands) Assets Assets Cash Flows Total 

Cash and cash equivalents at June 30, 2000 $46,359 $ 50,350 $96,709 

Net (decrease) increase (28,064) 6,532 (21 ,532) 

Cash and cash equivalents at June 30, 200 I $ 18,295 $ 56,882 $75, 177 

Noncash investing, capital and related financing activities 

Property and equipment and accounts payable were adjusted by approximately $2,41 I ,000 and $-I ,664,000 at June 30, 200 I 

and 2000, respectively, for non-cash amounts in connection with the accrual of liabilities. 

See accompanying notes. 

IS 



Notes to Financial Statements 
June 30, 200 I 

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization and Basis of Accounting 

The South Carolina State Ports Authority (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 respon

sible for the operation of seven ocean terminals at the ports of 

Charleston, Georgetown and Port Royal. These facilities han

dle import and export containerized and breakbulk cargoes. 

The Ports Authority operates as a self-supporting govern

mental 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 Pronounce

ments. The Ports Authority has no stockholders or equity 

holders and is directed by a governing board (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 improve

ments. 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 govern

ment 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, 200 I and 2000, the Ports Authority's funds held 
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by banks as trustees totaled $6,766,000 and $S,99S,OOO, 

respectively. The State Treasurer held approximately $3,000 

and $S9,000 of the Ports Authority's funds at June 30, 200 I 

and 2000, respectively. 

The Ports Authority's total cash and investments at June 

30, 200 I and 2000 were approximately $81 ,943,000 and 

$1 02,704,000, 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 SO years 

S to SO years 

20 to 2S years 

3 to 2S years 

2 to 20 years 

The preparation of financial statements in conformity 

with accounting principles generally accepted in the United 

States requires management to make estimates and assump

tions that affect the amounts reported in the financial state

ments 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 resulting from these 



Notes to Financial Statements (continued) 

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

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 200 I, two customers each accounted for approximately 

16% and 12% ofthe 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. 

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 

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 
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Unemployment Compensation 

The Ports Authority is liable under the South Carolina 

Employment Security Law for unemployment compensation 

to its employees. The Ports Authority has elected to reim

burse the Employment Security Commission for benefits paid 

by the Commission in connection with claims. The Ports 

Authority records a liability for estimated future unemploy

ment 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. 

2001 2000 

$ 1,423 $ 1,382 

817 777 

4,526 3,836 

6,766 5,995 

2,677 2,301 

29,497 19 

32,174 2,320 

7,387 44,357 

7,387 44,357 

1,825 1,015 

14,734 2,024 

16,559 3,039 

762 629 

5 
-

762 634 

56,882 50,350 

$ 63,648 $ 56,345 



Notes to Financial Statements (continued) 

2.ASSETS RESTRICTED BY REVENUE BOND COVENANTS (continued) 

In connection with outstanding revenue bonds, (I) 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 oper

ating 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 out

standing. 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 rein-

3. PROPERTY AND EQUIPMENT 

vested in investments collateralized by U.S. government 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 is 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, 200 I and 2000: 

(In thousands) 

Land 

Land improvements 

Buildings and structures 

Railroad tracks 

Terminal equipment 

Furniture and fixtures 

Capital projects in progress 

Less accumulated depreciation 

Property and equipment, net 

18 

2001 

$ 134,712 

122,481 

206,458 

3,441 

67,340 

6,380 

113,229 

654,041 

223,148 

$ 430,893 

2000 

$ 134,712 

118,469 

208,030 

3,441 

52,649 

5,081 

85,960 

608,342 

208,746 

$ 399,596 
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Leases 

During 200 I and 2000, 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 $1,408,000 and $1,066,000, 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 I, 2006; term bonds of 

$1 1,130,000 maturing on July I, 20 I I; and term bonds of 

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

bond issue costs, which were amortized using the straight-line 

method over thirty years, were fully amortized at June 30, 

200 I. Interest is payable each January I and July I at rates 

ranging from 6.1% to 6.2%. 

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 securi

ties 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 of this transaction and the defeasance 

of $27,970,000 in June 1998, $55,945,000 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 remaining $1,350,000 of 1991 bonds outstanding 

are due in fiscal year 2002. 

The Ports Authority incurred an extraordinary loss of 

$1,992,000 in fiscal year 2000 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 $383,000; the write-off 

of a pro-rata portion of the unamortized bond issue costs of 

$565,000; and the difference between the amount of cash and 

securities deposited with the trustee ($29,0 19,000), and the 

face amount of the bonds defeased ($27,975,000) of 

$1,044,000. 

On September 23, 1999, 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 
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3. PROPERTY AND EQUIPMENT (continued) 

redemption price ofthe defeased bonds.The Ports Authority 

received $1,055,000 in September 1999 related to this transac

tion. This fee was recognized as other income in fiscal year 2000. 

Series 1998 

During fiscal 1999, the Ports Authority issued Series 1998 

bonds to provide funds to finance the expansion and improve

ment of the Ports Authority's facilities. The bonds, issued at a 

premium of approximately $1,1 05,000, consist of serial bonds 

totaling $70,865,000 maturing July I, 2018 and term bonds of 

$54,135,000 maturing on July I, 2026. The bond premium is 

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, 200 I were approximately $968,000 

and $1,536,000, respectively. Interest is payable each January I 

and July I at rates ranging from 3.8% to 5.5 %. 

The Series 1998 Bonds maturing on July I, 20 13 and there

after are subject to optional redemption prior to maturity at 

the option of the Ports Authority, on or after July I, 2008. The 

redemption prices as a percentage of principal amount are as 

follows (plus interest accrued to date): 

Redemption Date (Inclusive) 

July I, 2008 to June 30, 2009 

July I, 2009 to June 30, 20 I 0 

July I, 20 I 0 and thereafter 

Redemption Price 

101.0% 

100.5 

100.0 

The Series 1998 Bonds maturing on July I, 2026 are sub

ject to mandatory sinking fund redemption by lot on July I in 

each of the following years and will be redeemed at I 00% 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 

Series 19988 

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 I, 2028. 

Interest is payable each January I and July I at variable rates, 

with a maximum rate of 18%. The interest rate at June 30, 200 I 

was 2.9%.The 1998B bonds are generally redeemable prior to 
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4. LONG-TERM DEBT (continued) 

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. Unamortized 

bond issue costs at June 30, 200 I were approximately $368,000. 

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. 

1998B 1998 

Credit Agreement 

During the current fiscal year the Ports Authority obtained 

a $1 0,000,000 revolving line of credit from a bank. Under the 

credit agreement, the Ports Authority and the lender will agree 

on the maturity date, the interest rate and the interest payment 

dates for each advance at the time of such advance. The interest 

rate on the borrowings is not to exceed the prime rate. Use 

of the borrowings is unrestricted and the borrowings are 

unsecured. At June 30, 200 I, the Ports Authority had no out

standing borrowings under the credit agreement. 

Maturities of long-term debt are summarized as follows 

(in thousands) : 

1991 Other 

Revenue Bonds Revenue Bonds Revenue Bond Debt Total 

2002 $ $ 1,195 $ 1,350 $ 185 $ 2,730 

2003 2,675 177 2,852 

2004 2,785 34 2,819 

2005 2,905 34 2,939 

2006 3,025 II 3,036 

Thereafter 25,000 111 ,660 136,660 

25,000 124,245 1,350 441 151,036 

Plus unamortized bond premium 968 968 

Total long-term debt 25,000 125,213 1,350 441 152,004 

Less current portion ( 1,195) ( 1,350) (184) (2,729) 

Long-term portion $ 25,000 $ 124,018 $ $ 257 $ 149,275 

Interest cost incurred in 200 I and 2000 was approximately $6,030,000 and $4,248,000, respectively. Interest of approxi-

mately $2,146,000 and $2,361,000 was capitalized in 200 I and 2000, respectively, in connection with the construction of vari-

ous Port facilities. 
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5. CONTRIBUTED CAPITAL AND PLANT EXPANSION 

Contributed capital at June 30, 200 I and 2000 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 

For Daniel Island fill material recovery (b) 

Capital contributed (c) 

City of Charleston and Southern Railway 

State Port Construction Fund (d) 

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) Contribution received from the State of South Carolina. 

(c) Includes rehabilitation costs incurred on the Port Royal 

railroad 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. 

(d) 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 com

mitted by the State Treasurer. 
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2001 2000 

$ 3,498 $ 3,498 

22,000 22,000 

2,000 2,000 

106,533 106,533 

65 65 

37,580 37,580 

16,000 9,128 

(817) (817) 

186,859 179,987 

3,180 3, 180 

1,653 1,653 

344 344 

303 303 

$ 192,339 $ 185,467 

6. COMMITMENTS 

Construction 

In addition to routine commitments for repairs and main

tenance, the Ports Authority had commitments for construc

tion of approximately $1 I ,271 ,000 at June 30, 200 I. 

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 approx

imately $148.4 million over a six-year period. Funding sources 

include anticipated Federal appropriations totaling approxi

mately $91.7 million and a local share of approximately $56.7 

million. Of this local share, the Ports Authority has received 

$8.1 million from the State of South Carolina of unspent State 
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6. COMMITMENTS (continued) 

funds previously appropriated for the 1986 harbor deepening 

project. To meet the balance of the local share of the project, 

the Ports Authority has requested $48.6 million from the State 

of South Carolina. During fiscal year 1999, the State approved 

an additional $24 million for a total of $32.1 million in commit

ted 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 cur

rent project beyond the $32.1 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 and the Daniel 

Island Fill Material 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 200 I, the total credit issued under the letters 

of credit was approximately $34.6 million. A total of $33.6 

million has been drawn by the contracting Federal agency 

leaving $1 .0 million in available funds at June 30, 200 I. The 

Ports Authority received corresponding reimbursement from 

State funds. There were no outstanding draws against the 

letters of credit as of June 30, 200 I. 

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 agree

ment 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 pro

duction 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 original 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 
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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 con

struction 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 cost of the project funded by 

the Ports Authority has been capitalized as acquisition costs 

incurred in connection with the acquisition of the Daniel 

Island property. Partial funding, totaling $3,803,000, has been 

provided by the State of South Carolina and from private 

sources. The Ports Authority funded the remaining costs, 

totaling approximately $5,465,000. 

7. RETIREMENT PLANS AND OTHER POST-RETIREMENT 

BENEFITS 

Employees of the Ports Authority participate in the South 

Carolina Retirement System's employees retirement plan 

("SCRS"), a defined benefit, cost-sharing, multiple-employer, 

public employee retirement system. Substantially all full-time 

permanent Ports Authority employees are required to partici

pate in SCRS.The payroll for employees covered by SCRS for 

the year ended June 30, 200 I was approximately $28,877,000. 

The payroll for employees not covered by SCRS for the year 

ended June 30, 200 I was approximately $591 ,000. 

Under SCRS, 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 com

pensation times years of credited service. Final average com

pensation 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. SCRS also 

provides death and disability benefits. Benefits are established 

by state statute. 

The South Carolina Retirement System issues a publicly 

available Comprehensive Annual Financial Report that includes 

required supplementary information for SCRS.The report 

may be obtained by writing to: 

The South Carolina Retirement System 

Fontaine Business Center 

202 Arbor Lake Drive 

Columbia, SC 29223 
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7. RETIREMENT PLANS AND OTHER POST-RETIREMENT BENEFITS (continued) 

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 mem

bership, benefits and employee/employer contributions for the 

plan. By law, employee contribution requirements for the fiscal 

year ended June 30, 2000 (the latest available) was 6% of the 

employee's salary. Actuarially determined employer contribution 

rates for SCRS, expressed as a percentage of compensation, 

for the fiscal year ended June 30, 2000 (the latest available) 

was 7.7%.The total contribution for the year ended June 30, 

200 I was approximately $2,180,000 from the Ports Authority 

and approximately $1,712,000 from employees. 

The State of South Carolina's required contributions in 

dollars (expressed in thousands) and the percentage of those 

amounts contributed for the three latest available years were 

as follows: 

Fiscal Year Ended 

June 30, 2000 

June 30, 1999 

June 30, I 998 

Required % Contributed 

$173, 144 I 00.00% 

$163,3 19 I 00.00% 

$156,938 I 00.00% 

In addition to pension benefits, the Ports Authority provides 

post-retirement health care benefits to all retirees, such bene

fits 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, 200 I, 199 retirees were receiving bene

fits. The Ports Authority pays I 00 percent of the cost of med

ical insurance premiums for the retirees. During the years 

ended June 30, 200 I and 2000, expenses for post-retirement 

health care benefits were approximately $565,000 and $493,000, 

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. 
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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 200 I and 2000, operating revenue recorded for 

facilitating agreements by the Ports Authority was approximately 

$71,263,000 and $63,745,000, respectively. 

The approximate total cost and related accumulated 

depreciation of facilities assigned to others at June 30, 200 I 

and 2000 were: 

(In thousands) 

Cost 

Accumulated depreciation 

2001 

$326,003 

99,777 

2000 

$304, 171 

87,673 

Minimum future operating revenue and rentals to be 

received under noncancelable agreements as of June 30, 200 I 

were (in thousands): 

Year Ending June 30 

2002 

2003 

2004 

2005 

2006 

Later years 

Total minimum future operating 

revenue and rentals to be received 

9. FAIR VALUE OF FINANCIAL INSTRUMENTS 

$22,595 

16,315 

15,842 

9,632 

594 

2,632 

$67,610 

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 

approximate fair value.At June 30, 200 I, 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): 
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9. FAIR VALUE OF FINANCIAL INSTRUMENTS (continued) 

2001 2000 

Carrying Estimated Carrying Estimated 

Value Fair Value Value Fair Value 

Debt $151,036 $154,450 $152,413 $149,799 

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. 

I 0. LITIGATION 

In the ordinary course of business, the Ports Authority 

becomes involved in litigation, claims and administrative pro

ceedings. Certain litigation, claims and proceedings were pend

ing at June 30, 200 I, 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. 

About this Report 

I I. OTHER MATTERS 

At the Ports Authority's Board meeting of June 13, 200 I, 

the Ports Authority Board passed a Resolution authorizing the 

Ports Authority to enter into a loan agreement with the State 

Infrastructure Bank to pay a portion of the cost of a new 

Cooper River Bridge. The State Infrastructure Bank has 

requested a contribution of $3.0 million per year for 25 years 

for the Cooper River Bridge project. The Resolution calls for 

a test case to be conducted to determine the amount and 

legality of a contribution to the Bridge project from revenues 

of the Ports Authority. Management and the Ports Authority's 

Bond Counsel are proceeding with the matters that were 

included in the Resolution. 

However, as of August 17, 200 I, the test case has not com

menced. 

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 I 0% post-consumer waste and 

more than SO% pre-consumer recycled fiber. This meets or exceeds EPA guidelines for recycled paper. 
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