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.. The South Carolina State 

Ports Authority came away 

from last year with a true 

sense of what we can 

achieve, and we are 

committed to focusing on 

the future ... 

Board Chairman Whitemarsh S. Smith, Ill (standing) and President and CEO 
Bernard S. Groseclose, Jr. (seated) 



If we had ever wanted to be challenged, last year did just that. saw a downturn in business, we are already seeing this rebound 

The declining economy and events of September 11 made it a with rapidly increasing volume. We also had tremendous sue-

tough year not only for our state's ports, but for our country as cesses in three areas: port expansion, harbor deepening and 

a whole. national port security. 

At the same time, last year our organization learned that In fiscal 2002, the port expansion stalemate was shattered 

we have a tremendous ability to turn adversity into opportuni- when the South Carolina General Assembly nearly unanimously 

ty. The South Carolina State Ports Authority came away from passed a compromise approving expansion of the Port of 

last year with a true sense of what we can achieve, and we are Charleston. According to the legislation, South Carolina will 

committed to focusing on the future. expand its primary port in Charleston -this is exactly the mes-

But first, let's address the challenges we faced in fiscal sage that the local, national and international business com-

year 2002. munity hungered to hear. 

Most noticeable was a 7 percent decrease in our primary The Ports Authority's customers are also encouraged by 

business segment, shipping containers, marking the first year- port improvements. The last major contract to complete the 

over-year loss since fiscal year 1993. We attribute this to the Charleston Harbor Deepening Project was awarded in fiscal 

economic swings of last year, increasing competition among 2002, and the Authority's near-term capital improvement program 

ports, and weak overseas markets; exports were down 9 percent continued to bolster existing facilities. Perhaps not coincidentally, 

and were the hardest hit area within this segment. volume began rebounding in the latter part of the year. 

We also posted a net earnings loss for the first time in Finally, no discussion of the past 12 months would be 

nearly two decades, caused by a one-time write-off of complete without considering an appropriate response to the 

$8 million in obsolete technical studies and a major cash contri- terrorist attacks of September 11 . We have dedicated substan-

bution at the end of the year. tial physical and human resources to port and maritime securi-

And yet despite faltering volume and a net earnings loss, ty efforts, and will remain vigilant in protecting our nation while 

we continued to prove that we are fiscally strong; we achieved ensuring that cargo flows smoothly. 

$11.4 million in operating earnings on $99.9 million in revenues. As we focus forward, we are steadfast in our resolve to 

Now, for our 2002 achievements. Although we initially create economic opportunities and to serve our customers. 

t:JL( ~fi 
Whitemarsh Seabrook Smith, Ill 

Chairman, FY 2002 

Bernard S. Groseclose, J~ 
Pre sident and Ch ief Execu tiv e Officer 
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.. We feel the Base offers an 

unprecedented opportunity 

... never before has there 

been consensus among 

community, civic, elected 

and business leaders on 

the direction for port 

expansion ... 



Poised and Ready for Growth 
More than $1 billion invested to secure our position 
as a global leader 

Hard work and determination pay off. This was never 

more true than in 2002, as we saw more than $1 billion 

in investments launch some of our state's most critical 

infrastructure projects. And now, more than ever, we 

feel we are poised for the future. 

Here's a snapshot of our 2002 milestones: 

Port expansion compromise approved 

Legislation allowing the Ports Authority and City of 

North Charleston to pursue a plan to develop on the 

former Charleston Naval Base was approved by the 

South Carolina General Assembly in 2002. 

We feel the Base offers an unprecedented oppor

tunity, and reached an understanding with the City this 

year for more than 600 acres and 12,000 feet of water

front in the port's footprint. While clearly challenges 

remain, never before has there been consensus among 

community, civic, elected and business leaders on the 

direction for port expansion. 

Charleston Harbor Deepening & Widening Project 
nears completion 

In fiscal 2002, the final major contract that will allow 

us to complete the five-year, $150-million deepening 

project was awarded. When work wraps up in 2004, 

Charleston will offer some of the deepest shipping 

channels on the east and gulf coasts at 45 feet below 

mean low water. 

Construction of new Ravenel bridge well underway 

The $635 million replacement of the existing Cooper 

River bridges is well underway. When completed, the new 

structure will be the largest cable-stayed bridge in the 

nation and will offer greatly increased horizontal and 

vertical clearance across Charleston's main shipping 

channel. 

Port invests in new bridge construction 

Recognizing the impact of a bridge on navigation and 

Charleston's ability to compete for port business in the 

future, we agreed to contribute to construction of the 

new, larger Cooper River bridge with $20 million 

upfront and $1 million each year for 25 years. The first 

$5 million installment was made in 2002. 

5 



.. We acted immediately 

and decisively ... because we 

were prepared ... 



Security Takes Center Stage 
Following the attacks of September 11, the issue of port 

security took center stage. 

We acted immediately and decisively ... because we 

were prepared. 

This tragic situation proved to validate steps we've 

always taken to keep South Carolina's ports safe and 

secure, such as years of investing in physical security 

measures as well as well-trained, independent Port 

Police officers. 

Additionally, we obtained $1.9 million in federal 

grants from the Transportation Security Administration 

to expand port security measures (awarded in the first 

round of spending); we hosted, as part of the Charleston 

law enforcement and waterfront community, a major 

briefing, technology display, and field hearing for the 

U.S. Senate; and more than a dozen of our employees

all men and women reservists-personally contributed 

by going on active duty at posts throughout the world. 

We also realize that more can and should be done 

to improve port security, and have coordinated with 

federal strike forces on specialized training, and have 

undertaken internal and external security assessments. 
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"The Port of Charleston 

proved to be the 

continued port of choice 

for severa I of our 

biggest customers." 

804,373 838,295 981,627 1,028,502 1 '154,401 1,259, 259 1,347,618 1,567,586 

FISCAL YEAR CONTAINER VOLUME HISTORY 
Container volume measured in "TEUS," or 20-foot equivalent units. 

1,619,577 1,509,382 



Carriers Carry-On 
The Port of Charleston continues to be the port of choice 

for several of our biggest customers. Despite weak eco

nomic conditions globally, several of Charleston's largest 

customers not only renewed their contractual obliga

tions with the Ports Authority, but also improved their 

operations. 

The consortium of K-Line, COSCO and Yangming, one 

of the port's largest customers, restructured their opera

tions and began pendulum service to Asia and the 

Mediterranean from Charleston. Evergreen, another of 

Charleston's major carriers, replaced its renowned 'round 

the world service with a new pendulum offering. 

Safmarine, and its partners to southern Africa, commit

ted bigger ships to the trade in Charleston as well. 

In the Port of Georgetown, planning is underway to 

increase capacity. We announced in 2002 that we would 

acquire a piece of land adjoining the current terminal to 

allow for expansion and to help stimulate new econom

ic development opportunities in the region. 

Finally, we secured a new customer for the Port of 

Port Royal in 2002, which will ensure strong business 

activity over the next 12 months. 
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Management's Discussion 
and Analysis 

June 30, 2002 

The following Management's Discussion and Analysis ("MD&A") 

of the South Carolina State Ports Authority's ("Ports Authority") 

activities and financial performance provide an introduction to 

the financial statements of the Ports Authority for the fiscal 

years ended June 30, 2002 and 2001. Following this MD&A are 

the basic financial statements of the Ports Authority together 

with the notes thereto which are essential to a full understand

ing of the data contained in the financial statements. 

Background 

The South Carolina State Ports Authority was created in 1942 by 

Act Number 626 of the South Carolina General Assembly for the 

PERFORMANCE MEASURES 

general purposes of developing and improving the harbors and 

seaports of Charleston, Georgetown and Beaufort for the han

dling of waterborne commerce, and to foster and stimulate the 

shipment of freight and commerce through these ports. 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 owns and is responsible for the oper

ation of seven ocean terminals at the ports of Charleston, 

Georgetown and Port Royal. These facilities primarily handle 

import and export containerized, breakbulk, and bulk cargoes. 

The Ports Authority's performance measures during fiscal years ended June 30, 2002 and 2001, are as follows: 

(In thousands) 2002 2001 

Total Operating Revenues $ 99,916 $ 104,655 

Total TEUs (equivalent number of 20' container units) 

Breakbulk Pier Tonnage 

1,509 

2,337 

1,619 

2,200 

A total of 2,223 and 2,226 vessels (excluding barges) docked during the 12-month periods ending June 30, 2002 and 2001, respec

tively. The Ports Authority provided services to the 10 largest container ship lines based on the second quarter 2002 issue of "The 

Journal of Commerce/PIERS," U.S. Global Container Report. 

Required Financial Statements 

The Financial Statements of the Ports Authority report informa

tion about the Ports Authority's use of accounting methods sim

ilar to those used by private sector companies. These statements 

offer short-and long-term financial information about its activ

ities. The Balance Sheet includes all of the Ports Authority's 

assets and liabilities and provides information about the nature 

and amounts of investments in resources (assets) and the obli

gations to Ports Authority creditors (liabilities). The assets and 

liabilities are presented in a classified format, which distinguish

es between current and long-term assets and liabilities. It also 

provides the basis for computing rate of return, evaluating the 

capital structure of the Ports Authority and assessing the liquid

ity and financial flexibility of the Ports Authority. All of the cur

rent year's revenues and expenses are accounted for in the 

Statement of Revenues, Expenses and Changes in Net Assets. 

This statement measures the success of the Ports Authority's 

operations over the past year and can be used to determine 

whether the Ports Authority has successfully recovered all its 

costs through its customer contracts, tariff and other charges, as 

well as its profitability, and credit worthiness. The final required 

financial statement is the Statement of Cash Flows. The primary 

purpose of this statement is to provide information about the 

Ports Authority's cash receipts and cash payments during the 

reporting period. The statement reports cash receipts, cash pay

ments, and net changes in cash resulting from operations, invest

ing, and financing activities and provides answers to such ques

tions as where did cash come from, what was cash used for, and 

what was the change in cash balance during the reporting period. 

Financial Analysis of the Ports Authority 

One of the most important questions asked about the Ports 

Authority's finances is "Is the Ports Authority as a whole better 

off or worse off as a result of the year's activities?" The Balance 

Sheet, and the Statement of Revenues, Expenses and Changes in 

Net Assets report information about the Ports Authority's activ

ities in a way that will help answer this question. These two 

statements report the net assets of the Ports Authority and 

changes in them. You can think of the Ports Authority's net 

assets - the difference between assets and liabilities - as one 

way to measure financial health or financial position. Over time, 

increases or decreases in the Ports Authority's net assets are one 

indicator of whether its financial health is improving or deterio

rating. However, you will need to consider other non-financial 

factors such as changes in economic conditions, population 

growth, regulation and new or changed government legislation. 
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STATEMENTS OF FINANCIAL POSITION (BALANCE SHEET) 

Management's Discussion 
and Ana lysis (continued) 

The balance sheet serves over time as a useful indicator of the Ports Authority's financial position. It distinguishes assets and liabil

ities as to their expected use for current operations or restricted use for capital projects. The Ports Authority's assets exceed liabili

ties by $370 million at June 30, 2002, a $7.2 million decrease from June 30, 2001. A condensed summary of the Ports Authority's 

balance sheet and resulting net assets at June 30, is shown below (In thousands): 

Assets 2002 2001 

Current assets $ 37,358 $ 46,816 

Current assets (restricted) 73,113 63,648 

Non-current assets (net of depreciation) 423,439 432,797 

Total Assets $ 533,910 $ 543,261 

Liabilities 

Current liabilities $ 8,526 $ 8,127 

Current liabilities (restricted) 8,804 8,535 

Long-term debt outstanding 146,471 149,275 

Total Liabilities 163,801 165,937 

Net Assets 

Invested in capital assets, net of debt 269,939 284,582 

Restricted 73,113 56,261 

Unrestricted 27,057 36,481 

Total Net Assets 370,109 377,324 

Total Liabilities and Net Assets $ 533,910 $ 543,261 

The largest portion of the Ports Authority's Net Assets each year of maritime cargo; consequently these assets are not available 

(72.9% at June 30, 2002) represents its investment in capital for future spending. Although the Ports Authority's investment in 

assets (e.g., land, buildings, improvements and equipment), less capital assets reported is shown net of related debt, it is noted 

the related debt outstanding used to acquire those capital that the resources required to repay this debt must be provided 

assets. The Ports Authority uses these capital assets to provide annually from operations, since the capital assets themselves 

services to major steamship lines and their agents for movement generally are not sold to liquidate liabilities. 
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Management's Discussion 
and Ana lysis (continued) 

An additional portion of the Ports Authority's net assets (19.8% net assets (7.3% at June 30, 2002) may be used to meet any of 

at June 30, 2002) represents resources that are subject to the Ports Authority's ongoing obligations as defined by the rev-

external restrictions on how they can be used under bond res- enue bond covenants. 

olutions and Federal regulations. The remaining unrestricted 

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 

A condensed comparative summary of the Ports Authority's Revenues, Expenses and Changes in Net Assets for the years ending June 

30, 2002 and 2001 is shown below (In thousands): 

2002 2001 

Operating revenues $ 99,916 $ 104,655 

O~erating ex~enses 88,511 85,860 

Operating earnings 11,405 18,795 

Non-operating revenues (expenses) (13,620) (401) 

Transfer (to) from State of South Carolina (5,000) 6,872 

(Decrease) increase in net assets $ (7,215) $ 25,266 

Operating Revenues decreased by approximately 4.5% from $104.7 million to $99.9 million principally due to the world economic 

slow down and to a lesser degree some shift in container traffic from the Port of Charleston to the Port of Savannah. The following 

table breaks down Operating Revenues by business segment for each fiscal year ending June 30 (In thousands) : 

Operating Revenues 2002 2001 

Charleston business segment 

Georgetown business segment 

Port Royal business segment 

Other 

Total Operating Revenues 

$ 

$ 

94,352 

2,919 

664 

1,981 

99,916 

$ 99,158 

3,031 

769 

1,697 

$ 104,655 
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Management's Discussion 
and Ana lysis (continued) 

Operating expenses increased by 3% from $85.9 million to $88.5 million as a result of the increased expenses associated with the 

rising costs of group health insurance, property and liability insurance, legal representation, loss and damage claims, and increased 

costs for dredging of container berths. In addition, depreciation expense increased due to placing new assets into service. Capital 

assets placed in service include structural repairs to dockside cranes, asphalt paving of container yards, and purchases of new con

tainer handling equipment. The following table breaks down operating expenses by functional group (In thousands): 

Operating Expenses 

Direct operating expenses 

Administrative expense 

Depreciation expense 

Total Operating Expenses 

$ 

$ 

2002 

52,399 

15,368 

20,744 

88,511 

$ 

$ 

2001 

52,597 

14,350 

18,913 

85,860 

Operating earnings decreased by 39.3% or $7.4 million from resolved to make a one-time payment of $15 million in Fiscal 

2001. Net non-operating expenses increased from a net expense Year 2003 and additionally pay $1 million per year beginning in 

of $0.4 million in 2001 to a net expense of $13.6 million in 2002. Fiscal Year 2003 for 25 years. The payment this year has been 

This increase is due principally to the write-off of $8.8 million of treated as a transfer to the State of South Carolina and therefore 

proposed terminal expansion projects on Daniel Island. has reduced the Ports Authority's net assets. This transfer is not 

Additionally, a $2.2 million dollar expense was recognized due to treated as a capital asset of the Ports Authority and future pay-

the write-off of the remaining book value of two warehouse ments are not recorded as a liability. 

buildings at one terminal that were demolished to make its land 

available for use as an expanded container yard. Net Assets at June 30, 2002 were $370.1 million compared to 

$377.3 million in 2001 . This decrease was due principally to the 

As more fully described in Note 11 Other Matters, the Ports decrease in operating earnings during 2002 and the loss on the 

Authority Board resolved to contribute $5 million during the year disposal of capital assets. 

toward the building of the new Cooper River Bridge and further 

Presented below is a condensed summary of the Ports Authority's Revenues, Expenses and Changes in Net Assets for the year ended 

June 30, 2002 compared with planned amounts (In thousands) : 

2002 2002 
Actual Plan Variance 

Operating revenues $ 99,916 $ 112,615 $ (12,699) 

Operating expenses 88,511 96,035 (7,524) 

Operating earnings 11,405 16,580 (5,175) 

Non-operating revenues (expenses) (13,620) (2,250) (11,370) 

Transfer to State of South Carolina (5,000) (5,000) 

(Decrease) increase in net assets $ (7,215) $ 14,330 $ (21,545) 
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Management's Discussion 
and Ana lysis (continued) 

OPERATING EXPENSES (continued) 

The Ports Authority's budget plan is generally finalized in June of $5.2 million in budgeted operating earnings resulted principally 

each year prior to the start of the new fiscal year. The budget from the same events discussed in the preceding sections on 

plan remains static throughout the fiscal year. When feasible operating revenues and expenses. Net non-operating expenses 

divisional or departmental changes are made by management to overrun of $11.4 million resulted principally due to the loss asso-

control actual current and future costs under their jurisdiction to ciated with the write-off of $8.8 million of proposed terminal 

meet budget plan goals. Obviously, at the time the budget plan expansion projects on Daniel Island. No budget plan provision for 

is completed some events that will create future revenues or this loss was appropriated at the beginning of the fiscal year. The 

expenses are not substantive, estimable or foreseeable to accu- Ports Authority's transfer of $5 million during the year toward 

rately or legally include in the budget plan. the building of the new Cooper River Bridge was not included in 

the budget plan since the authorizing Ports Authority Board res-

Actual to plan operating revenue shortfall of $12.7 million, oper- olution was finalized after the budget plan was completed. See 

ating expense underrun of $7.5 million and resulting shortfall of Note 11 Other Matters for further details. 

STATEMENTS OF CASH FLOWS 

The following shows a summary of the major sources and uses of cash and cash equivalents for the past two years. Cash equivalents 

are considered highly liquid investments generally with an original maturity of three months or less (In thousands) : 

Cash flow from operating activities $ 
Cash flow from investing activities 

Cash flow from ca~ital and related financing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents: 

Beginning of ':{ear 

End of .z:.ear $ 

2002 

35,723 

3,532 

(35,301) 

3,954 

75,177 

79,131 

$ 

2001 

29,270 

4,456 

(55,258) 

(21,532) 

96,709 

$ 75,177 

The Ports Authority's available cash and cash equivalents increased from $75.2 million at the end of 2001 to $79.1 million at the end 

of 2002 due to the positive flow of funds provided by operating and investing activities offset by the use of funds for capital acqui

sitions and related financing activities. 

CAPITAL ACQUISITIONS AND CONSTRUCTION ACTIVITIES 

During the fiscal year ended June 30, 2002, the Ports Authority 

purchased and constructed approximately $22.5 million in new 

capital assets. The major completed projects include structural 

repairs to existing dockside cranes, asphalt paving of container 

yards, and purchase of new container yard equipment. 

Approximately $24.9 million of fixed assets (at cost) were writ

ten off or disposed of during 2002. The major write-offs and dis-

posals included Daniel Island terminal expansion projects and 

two terminal warehouse buildings. 

Capital asset acquisitions are capitalized at cost. Acquisitions are 

funded primarily with the issuance of tax-exempt revenue bonds 

and port revenues. Additional information on the Ports 

Authority's capital assets and commitments can be found in 

Note 3 Property and Equipment and Note 6 Commitments in the 

notes to the financial statements. 
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Management's Discussion 
and Ana lysis (continued) 

LONG-TERM DEBT 

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 at June 

30, 2002 and 2001 was $922,000 and $968,000, respectively. 

Unamortized bond issue costs at June 30, 2002 and 2001 were 

approximately $1,475,000 and $1 ,536,000, respectively. Interest 

is payable each January 1 and July 1 at rates ranging from 3.8% 

to 5.5%. Balance outstanding: June 30, 2002- $123,050,000; 

June 30, 2001- $1 24,245,000 

Series 19988 

During fiscal 1999, the Ports Authority issued Series 19988 

bonds to refund the Ports Authority's outstanding $24,800,000 

1994 Junior Lien Revenue Bonds. The bonds, issued at cost, con

sist 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, 2002 

was 1.35%. The 1 998B 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. Unamortized bond 

issue costs at June 30, 2002 and 2001 were approximately 

$354,000 and $368,000, respectively. 

BOND INSURANCE AND CREDIT RATING 

The Ports Authority has purchased insurance for each bond issue 

to underwrite the payment of principal and interest. As a result. 

the Ports Authority has secured AAA ratings from both Moody's 

and Standard and Poor's covering both of its outstanding bond 

issues discussed above. Without the insurance the underlying 

ratings are A 1 by Moody's and A+ by Standard and Poor's for 

both outstanding bond issues. 

If you have questions about this report or need additional finan

cial information, contact the Ports Authority's Chief Financial 

Officer, P.O. Box 22287, Charleston, S.C. 29413-2287 USA. 



Years ended June 30, 2002 and 2001 

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 

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, 2002 and 2001, and the related 

statements of revenues, expenses, and changes in net assets, 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 mis

statement. An audit includes examining, on a test basis, evidence 

supporting the amounts and disclosures in the financial state

ments. 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 pres

ent fairly, in all material respects, the financial position of the 

South Carolina State Ports Authority at June 30, 2002 and 2001, 

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. 

Financial Statements 

the independent auditors to review the scope and results of audit 

work. The intemal 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 certa in estimates and 

informed judgments as required. The financial statements contained in 

this annual report have been audited by Ernst & Young LLP, independ

ent auditors, whose report appears on this page. 

Peter N. Hughes 
44-1;4/-

Chief Financial Officer 

South Carolina State Ports Authority 

As discussed in Note 1 to the financial statements, in fiscal 

2002 the South Carolina State Ports Authority changed its 

accounting policy related to financial statement presentation to 

comply with the provisions of Governmental Accounting Standards 

Board No. 34, Basic Financial Statements-and Management's 

Discussion and Analysis-for State and Local Government, as amend

ed by GASB 37, as well as GASB Statement 38, Certain Financial 

Statement Note Disclosures. 

Our audit has been made primarily for the purpose of express

ing an opinion on the financial statements of the South Carolina 

State Ports Authority, taken as a whole. Management's Discussion 

and Analysis on pages 11 through 16 is not a required part of the 

financial statements but supplementary information required by 

the Governmental Accounting Standards Board. We have applied 

certain limited procedures, which consisted principally of inquiries 

of management regarding the methods of measurement and pres

entation of the supplementary information. However, we did not 

audit the information and express no opinion on it. 

~+HLLP 
Greenville, South Carolina 

August 23, 2002 



Balance Sheets 

Assets (In thousands) 

Current assets: 

Unrestricted assets: 

Cash $ 

Operating funds invested 

Accounts receivable: 

Trade, less allowance for doubtful accounts of $1,250 (2002) and $1,330 (2001) 

Other 

Inventories 

Prepaid and other current assets 

Total current assets 

Restricted assets: 

Revenue bond funds 

Non-current assets: 

Property and equipment, net 

Unamortized bond issue costs 

Total non-current assets 

2002 

297 

11,644 

11 ,941 

13,480 

3,906 

2.790 

5,241 

37,358 

73,113 

421,610 

1,829 

423,439 

Total assets $ 533,910 

Liabilities and net assets (In thousands) 

Current liabilities payable from current assets: 

Accounts payable $ 4,538 

Accrued employee compensation and payroll-related 

withholdings and liabilities 3,988 

Total current liabilities payable from current assets 8,526 

Current liabilities payable from restricted assets: 

Current maturities of long-term debt 2,934 

Accounts payable, construction 2,266 

Retainage payable on construction contracts 375 

Accrued interest payable 3,229 

Total current liabilities payable from restricted assets 8,804 

Long-term debt 146,471 

Net assets: 

Invested in capital assets, net of related debt 269,939 

Restricted for debt service and capital projects 73,113 

Unrestricted 27,057 

Total net assets 370,109 

Total liabilities and net assets $ 533,910 

See accompanying notes. 

June 30 

$ 

2001 

(As restated) 

2,528 

15,767 

18,295 

16,300 

3,828 

2,508 

5,885 

46,816 

63,648 

430,893 

1,904 

432,797 

$ 543,261 

(As restated) 

$ 3,872 

4,255 

8,127 

2,729 

1,694 

784 

3,328 

8,535 

149,275 

284,582 

56,261 

36,481 

377,324 

$ 543,261 



(In thousands) 

Operating revenue 

Operating expenses: 

Direct operating expense 

Administrative expense 

Depreciation expense 

Operating earnings 

Non-operating revenues (expenses): 

Interest income 

Other income 

Interest expense 

Other expense 

Earnings before transfers 

Transfer from the State of South Carolina 

Statements of Revenues, Expenses 
and Changes in Net Assets 

Year ended June 30 

2002 2001 

(As restated) 

$ 99,916 $ 104,655 

52,399 52,597 

15,368 14,350 

20,744 18,913 

88,511 85,860 

11.405 18,795 

1,517 3,381 

1,348 1,088 

(5,209) (3,884) 

(11,276) (986) 

(13,620) (401) 

(2,215) 18,394 

- 6,872 

Transfer to the State of South Carolina for new Cooper River Bridge (5,000) 

(5,000) 6,872 

(Decrease) increase in net assets (7 ,215) 25,266 

Total net assets-beginning 377,324 352,058 

Total net assets-ending $ 370,109 $ 377,324 

See accompanying notes. 
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Statements of Cash Flows 

Year ended June 30 

(In thousands) 2002 2001 

(As restated) 

Cash flows from operating activities 
Cash received from customers $ 102,701 $ 100,439 

Cash paid to suppliers · (28,672) (33,122) 

Cash paid to employees (38,306) (38,047) 

Net cash provided by operating activities 35,723 29,270 

Cash flows from investing activities 
Proceeds from sale of property and equipment 1,016 379 

Proceeds from sale of investments 9,874 10,217 

Purchases of investments (9,041) (10,995) 

Interest on investments 1,683 4,855 

Net cash provided by investing activities 3,532 4,456 

Cash flows from capital and related financing activities 
Acquisition and construction of capital assets (20,180) (49,990) 

Change in retainage payable (409) (2,579) 

Borrowings on credit agreement 1,324 

Principal paid on credit agreement (1,324) 

Principal paid on revenue bonds (2,545) (1,765) 

Principal paid on other debt (226) (213) 

Interest paid on revenue bonds (6,907) (7,554) 

Interest paid on other debt (34) (29) 

Transfer from State of South Carolina 6,872 

Transfer to State of South Carolina for new Cooper River Bridge (5,000) 

Net cash used in capital and related financing activities (35,301) (55,258) 

Net incease (decrease) in cash and cash equivalents 3,954 (21,532) 

Cash and cash equivalents at beginning of year 75,177 96,709 

Cash and cash equivalents at end of year $ 79,131 $ 75,177 



Statements of Cash Flows (continued) 

Year ended June 30 

(In thousands) 2002 2001 

Reconciliation of Operating Earnings to Net Cash Provided By Operating Activities: (As restated) 

Operating earnings $ 11,405 $ 18,795 

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

Depreciation 20,744 18,913 

Provisional for doubtful accounts 159 273 

Other (losses) earnings, net (9,928) 102 

Amortization 29 76 

Loss (gain) on write-off and disposal of property and equipment 9,971 (266) 

Changes in operating assets and liabilities: 

Accounts receivable 2,583 (4,325) 

Inventories (282) (593) 

Prepaid and other current assets 644 (2,965) 

Accounts payable 665 (848) 

Payroll-related liabilities (267) 108 

Net cash provided by operating activities $ 35,723 $ 29,270 

A reconciliation of cash and cash equivalents reflected in the statement of cash flows to the balance sheet is as follows : 

Current Statement of 
(In thousands) Assets Assets Cash Flows Total 

Cash and cash equivalents at June 30, 2001 $ 18,295 $ 56,882 $ 75,177 

Net (decrease) increase (6,354) 10,308 3,954 

Cash and cash equivalents at June 30, 2002 $ 11,941 $ 67,190 $ 79,131 

Noncash investing, capital and related financing activities 

Property and equipment and accounts payable were adjusted by approximately $2,266,000 and $1,694,000 at June 30, 2002 and 

2001, respectively, for non-cash amounts in connection with the accrual of liabilities. 

See accompanying notes. 
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Notes to Financial Statements 

June 30, 2002 

1. 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 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") 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 (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. 

During 2002, the Ports Authority adopted GASB No. 34, 

"Basic: Financial Statements, Management's Discussion and 

Analysis, for State and Local Governments" as amended by 

GASB No. 37, as well as GASB No. 38, "Certain Financial 

Statement Note Disclosures" and has presented the prior year's 

financial statements on a basis consistent with that of 2002. 

These new standards make several changes to the presentation 

of its basic: financial statements in addition to requiring the 

presentation of the Ports Authority's Management's Discussion 

and Analysis (MD&A). MD&A will introduce the basic: financial 

statements and provide an analytical overview of the Ports 

Authority's financial statements. 

All activities of the Ports Authority are accounted for within 

a single proprietary (enterprise) fund. Proprietary funds are used 

to account for operations that are (a) financed and operated in 

a manner similar to private business enterprises where the 

intent of the governing body is that the cost (expenses, including 

depreciation) of providing services to the general public: on a 

continuing basis be financed or recovered primarily through 

user charges; or (b) where the governing body has that periodic: 

determination of revenues earned, expenses incurred, and/or net 

income is appropriate for capital maintenance, public: policy, 

management control, accountability or other purposes. 

The accounting and financial reporting treatment applied 

to the Ports Authority is determined by its measurement focus. 

The transactions of the Ports Authority are accounted for on a 

flow of economic: resources measurement focus. With this 

measurement focus, all assets and all liabilities associated with 

the operations are included in the balance sheet. Net assets (i.e., 

total assets net of total liabilities) are segregated into invested 

in capital assets, net of related debt, restricted and unrestricted 

components. These classifications are defined as follows: 

• Invested in capital assets, net of related debt- This com

ponent of net assets consists of capital assets, including 

restricted capital assests, net of accumulated deprecia

tion and reduced by the outstanding balances of any 

bonds, mortgages, notes, or other borrowings that are 

attributable to the ac:quisiton, construction, or the 

improvement of those assets. If there are significant un

spent related debt proceeds at year-end, the portion of 

the debt attributable to the unspent proceeds are not 

included in the calculation of invested in capital assets, net 

of related debt. Rather, that portion of the debt is 

included in the same net assets component as the 

unspent proceeds. 

• Restricted - This component of net assets consists of 

constraints placed on net asset use through external 

constraints imposed by creditors (such as through debt 

covenants), grantors, contributors, or laws or regulations 

of other governments or constraints imposed by law 

through constitutional provisions or enabling legislation. 

• Unrestricted net assets -This component of net assets 

consists of net assets that do not meet the definition of 

"restricted" or "invested in capital assets, net of related debt." 

The adoption of Statement No. 34 had no effect on the 

financial statements except for the classification of net assets 

in accordance with the Statement and the reflection of capital 

contributions as a change in net assets. The financial state

ments for the year ended June 30, 2001 were restated to reflect 

the adoption of Statement No. 34. 

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 



Notes to Financia l Statements (continued) 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

pooled investments used for operations are included on the bal

ance sheet as "Cash" and "Operating funds invested." 

Investments are reported at fair value in the balance sheets. All 

changes in the fair value of investments are recognized as gains 

or losses in the statements of revenue, expenses, and changes in 

net assets. Cash and cash equivalents, investments and pooled 

investments maintained in accordance with revenue bond 

covenants are included on the balance sheet as "Restricted 

assets-revenue bond funds." 

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, 2002 and 2001, the Ports Authority's funds 

held by banks as trustees totaled $5,923,000 and $6,766,000, 

respectively. The State Treasurer held approximately $3,000 of 

the Port's Authority's funds at June 30, 2002 and 2001. 

The Ports Authority's total cash and investments at June 

30, 2002 and 2001 were approximately $85,054,000 and 

$81,943,000, respectively, at cost. which approximates market 

value. Periodically, cash on deposit in federally-insured institu

tions 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 

3 to 50 years 

5 to 50 years 

20 to 25 years 

3 to 25 years 

2 to 20 years 

Impairment of Long-Lived Assets and Long-Lived Assets to 

Be Disposed Of 

The Ports Authority accounts for long-lived assets in accordance 

with the provisions of SFAS No. 121, "Accounting for the 

Impairment of Long-Lived Assets and for Long-Lived Assets to 

Be Disposed Of." This Statement requires that long-lived assets 

and certain identifiable intangibles be reviewed for impairment 

whenever events or changes in circumstances indicate that the 

carrying amount of an asset may not be recoverable. 

Recoverability of assets to be held and used is measured by a 

comparison of the carrying amount of an asset to future net 

cash flows expected to be generated by the asset. If such assets 

are considered to be impaired, the impairment to be recognized 

is measured by the amount by which the carrying amount of the 

assets exceeds the fair value of the assets. Assets to be disposed 

of are reported at the lower of the carrying amount or fair value 

less costs to sell . 

Revenue Recognition 

Operating revenues are recognized as earned and consist 

primarily of user charges based on negotiated rates with 

customers for the handling and movement of freight and 

commerce through the port. Non-operating revenues, principally 

interest, are recognized when earned. 

Use of Estimates 

The preparation of financial statements in conformity with accounting 

principles generally accepted in the United States 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 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 

2002, two customers each accounted for approximately 16% 

and 1 2% of the Ports Authority's revenues. The Ports Authority 

performs ongoing credit evaluations of its customers and gen

erally 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. 23 



Notes to Fi na ncia I Statements (continued) 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Unemployment Compensation 

The Ports Authority is liable under the South Carolina 

Employment Security Law for unemployment compensation to 

its employees. The Ports Authority has elected to reimburse the 

Employment Security Commission for benefits paid by the 

Commission in connection with claims. The Ports Authority 

records a liability for estimated future unemployment 

compensation claims. 

2. RESTRICTED ASSETS- REVENUE BOND FUNDS 

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 

Total cash and cash equivalents 

Total restricted assets-revenue bond funds 

Statements of Cash Flows 

For purposes of the statements of cash flows, the Ports 

Authority considers all demand deposits and short-term invest

ments (including funds held by the State Treasurer and restrict

ed funds, except Debt Service Funds and Debt Service Reserve 

Funds) purchased with an original maturity of three months or 

less to be cash equivalents. 

$ 

$ 

2002 

5,922 

5,923 

5,813 

33,569 

39,382 

5,624 

5,186 

16,099 

21,285 

899 

67,190 

73,113 

$ 

$ 

2001 

1,423 

817 

4,526 

6,766 

2,677 

29,497 

32,174 

7,387 

1,825 

14,734 

16,559 

762 

56,882 

63,648 



Notes to Fi na ncia I Statements (continued) 

2. RESTRICTED ASSETS- REVENUE BOND FUNDS (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 

Property and equipment consist of the following amounts: 

(In thousands) Balance at 
June 30, 2001 Additions . 

Land $ 134,712 $ 8,217 

Land improvements 122,481 19,979 

Buildings and structures 206,458 51,301 

Railroad tracks 3,441 1,047 

Terminal equipment 67,340 4,977 

Furniture and fixtures 6,380 130 . 
Capital projects in progress 113,229 21,774 

654,041 107,425 

Less accumulated depreciation (223,148) (20,744) 

Property and equipment, net $ 430,893 $ 86,681 

•Not being depreciated. 

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. 

Balance at 
Write-offs/Disposals Transfers June 30, 2002 

$ - $ - $ 142,929 

(4) - 142,456 

(11,424) 246,335 

- - 4,488 

(3,239) - 69,078 

(1,004) - 5,506 

(9,178) (84,977) 40,848 

(24,849) (84,977) 651,640 

13,862 (230,030) 

$ (10,987) $ (84,977) $ 421,610 

25 



Notes to Fi na ncia I Statements (continued) 

3. PROPERTY AND EQUIPMENT (continued) 

During 2002, certain assets capitalized related to the Ports 

Authority's proposed terminal expansion on Daniel Island were 

written off. These assets were considered impaired. Additionally, 

two warehouse buildings at one terminal were demolished and 

disposed of to make this land available as an expanded container 

yard. A loss on write-off and disposal of approximately $11 million 

was recorded related to these write-offs and disposals and is 

included in other expense in the statement of revenues, expenses 

and changes in net assets. 

leases 

During 2002 and 2001, the 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 $848,000 and $1,408,000, 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 matur

ing on July 1, 2021. The bond discount and bond issue costs, 

which were amortized using the straight-line method over 30 

years, were fully amortized at June 30, 2001. Interest is payable 

each January 1 and July 1 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 lia

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

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 ($29,019,000), and the face amount 

of the bonds defeased ($27,975,000) of $1,044,000. 

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 

amortized using the effective interest method over 28 years, the 

life of the bonds. Unamortized bond premium at June 30, 2002 

and 2001 was $922,000 and $968,000, respectively. 

Unamortized bond issue costs at June 30, 2002 and 2001 were 

approximately $1,475,000 and $1,536,000, respectively. 

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

from 3.8% to 5.5%. 

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 



Notes to Financial Statements(continuedl 

4. LONG-TERM DEBT (continued) 

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, 2002 was 

1.35%. 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. Unamortized bond 

issue costs at June 30, 2002 and 2001 were approximately 

$354,000 and $368,000, respectively. 

The 1998B bonds may also be subject to redemption at the 

option of the Ports Authority without premium at any time as a 

Maturities of long-term debt are summarized as follows: 

(In thousands} 

2003 

2004 

2005 

2006 

2007 

Thereafter 

Plus unamortized bond gremium 

Total long-term debt 

Less current portion 

Long-term portion 

1998B 
Revenue Bonds 

$ 

25,000 

25,000 

25,000 

$ 25,000 

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. 

Credit Agreement 

During fiscal year 2001, the Ports Authority obtained a 

$10,000,000 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, 2002 and 2001, the Ports Authority had 

no outstanding borrowings under the credit agreement. 

1998 
Revenue Bonds 

Other 
Debt Total 

$ 2,675 $ 

2,785 

2,905 

3,025 

3,155 

108,505 

123,050 

922 

123,972 

(2,675) 

$ 121,297 $ 

235 

91 

91 

16 

433 

433 

(259) 

174 

$ 2,910 

2,876 

2,996 

3,041 

3,155 

133,505 

148.483 

922 

149,405 

(2,934) 

$ 146,471 

Interest cost incurred in 2002 and 2001 was approximately $6,611,000 and $6,030,000, respectively. Interest of approximately 

$1,478,000 and $2,146,000 was capitalized in 2002 and 2001, respectively, in connection with the construction of various Port facilities. 
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Notes to Financial Statements (continued! 

5. CONTRIBUTED CAPITAL AND NET ASSETS 

Since its inception, the Ports Authority has received and contributed capital to the State of South Carolina. 

Contributed capital at June 30, 2002 and 2001 consisted of (In thousands): 

Contributed Capital-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 

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 rail

road 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. 

2002 2001 

$ 3,498 $ 3,498 

22,000 22,000 

2,000 2,000 

106,533 106,533 

65 65 

37,580 37,580 

16,000 16,000 

(817) (817) 

186,859 186,859 

3,180 3,180 

1,653 1,653 

344 344 

303 303 

$ 192,339 $ 192,339 

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. 



Notes to Financial Statements (continued) 

5. CONTRIBUTED CAPITAL AND PLANT EXPANSION (continued) 

Net assets represent the difference between assets and liabilities. 

The net assets at June 30, 2002 were as follows (In thousands) : 

Invested in Capital Assets, Net of Related Debt: 

Net property, plant and equipment in service 

Less : Revenue bonds payable 

Other loans payable 

Accounts payable for capital items 

Add : Unspent debt proceeds 

Restricted for Debt Service and Capital Projects: 
Restricted cash and cash equivalents 

Less : Unspent debt proceeds 

Unrestricted 

6. COMMITMENTS 

Construction 

In addition to routine commitments for repairs and maintenance, 

the Ports Authority had commitments for construction of approximately 

$20,551,000 at June 30, 2002. 

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. 

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 $148.4 million over a six-year period. 

Funding sources include anticipated Federal appropriations totaling 

approximately $91.7 million and a local share of approximately 

$56.7 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 $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 committed funding. Since 1957, the State 

2002 2001 

$ 421,610 $ 430,893 

(148,972) (1 51,563) 

(433) (441) 

(2,266) (1,694) 

7,387 

269,939 284,582 

73,113 63,648 

(7,387) 

73,113 56,261 

27,057 36,481 

$ 370,109 $ 377,324 

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 $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 2002, the 

total credit issued under the letters of credit was approximately 

$38.1 million. A total of $36.8 million has been drawn by the contracting 

Federal agency leaving $1.3 million in available funds at June 30, 

2002. The Ports Authority received corresponding reimbursement 

from State funds. There were no outstanding draws against the letters 

of credit as of June 30, 2002. 

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 Carol ina and related entities. The 

land purchase was the result of a state effort that resulted in 

Bavarian Motor Works ("BMW") locating an automobile manufac

turing facility in South Carolina. The Ports Authority entered into a 
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6. COMMITMENTS (continued) 

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 

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 

participate in SCRS. The payroll for employees covered by SCRS 

for the year ended June 30, 2002 was approximately 

$29,019,000. The payroll for employees not covered by SCRS for 

the year ended June 30, 2002 was approximately $542,000. 

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 

compensation times years of credited service. Final average 

compensation is the employee's average salary over the 12 

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 

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 

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 Agreement 

ends July 31, 2004. 

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, 2002 was approximately 

$2,191,000 from the Ports Authority and approximately 

$1,675,000 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 Required % Contributed 

June 30, 2001 $184,853 100.00% 

June 30, 2000 $173,144 100.00% 

June 30, 1999 $163,319 100.00% 

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, 2002, 

207 retirees were receiving benefits. The Ports Authority pays 

100 percent of the cost of medical insurance premiums for the 

retirees. During the years ended June 30, 2002 and 2001, 

expenses for post-retirement health care benefits were 

approximately $724,000 and $565,000, 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 2002 and 2001, operating revenue recorded for 

facilitating agreements by the Ports Authority was 

approximately $65,766,000 and $71,263,000, respectively. 

The approximate total cost and related accumulated 

depreciation of facilities assigned to others at June 30, 2002 

and 2001 were: 

(In thousands) 

Cost 

Accumulated depreciation 

2002 

$369,224 

102,814 

2001 

$326,003 

99,777 

Minimum future operating revenue and rentals to be received 

under noncancelable agreements as of June 30, 2002 were: 

(In thousands) 

Year Endin.9. June 30 

2003 

2004 

2005 

2006 

2007 

Later years 

Total minimum future operating revenue 

and rentals to be received 

$21,951 

20,734 

12,872 

688 

652 

3,203 

$60,100 

9. FAIR VALUE OF FINANCIAL INSTRUMENTS 

The carrying value of cash, accounts receivable, operating funds 

invested by the State Treasurer, restricted assets-revenue bond 

funds, and accounts and retainage payable approximate fair value. 

At June 30, 2002, 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): 

Debt 

2002 

Carrying 
Value 

Estimated 
Fair Value 

$148,050 $152,168 

2001 

Carrying 
Value 

Estimated 
Fair Value 

$151,036 $154,450 

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 decreased 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, 2002, and management intends to vigorously defend the 

Ports Authority in such matters. While the ultimate results C!Jnnot 

be predicted with certainty, management does not expect these 

matters to have a material adverse effect on the financial position 

of the Ports Authority. 

11. OTHER MATTERS 

In 1998, the Ports Authority consulted with its bond counsel concerning 

a request that the Ports Authority contribute to the cost of a new 

bridge over the Cooper River at the Port of Charleston. By its opinion 

dated June 3, 1998, that firm noted that no argument had been 

advanced that the bridge would be a "Port Facility" within the 

meaning of the Ports Authority Master Bond Resolution, and stated: 

"Under the circumstances, in our opinion, it is highly doubtful that 

the Ports Authority has the legal right to divert a portion of its 

Revenues to a project outside of any port facility, such as the Cooper 

River Bridge." On April 13, 2001, the legal counsel for the revenue 

bond underwriter advised the Ports Authority to a similar effect. 

On March 13, 2002, the Ports Authority Board resolved to 

make a contribution to the bridge on the condition that a study be 

conducted demonstrating that the bridge would constitute a "Port 

Facility." At its meeting held on June 18, 2002, the Ports Authority 

Board received studies conducted by Norbridge, Inc., Moffatt & 

Nichol, and HNTB which led the Board to conclude that the future 

benefit to the Ports Authority that would be derived from the bridge 

height and width increase would constitute a Port Facility and 

resolved to make the contribution described below. 

The Ports Authority Board resolved to contribute $5,000,000 

during the year toward the building of the new Cooper River Bridge 

and further resolved to make a one-time payment of $15,000,000 

in Fiscal Year 2003 and additionally pay $1,000,000 per year begin

ning in Fiscal Year 2003 for 25 years. The payment this year has been 

treated as a transfer to the State of South Carolina and therefore 

has reduced the Ports Authority's net assets. This transfer is not 

treated as a capital asset of the Ports Authority and future payments 

are not recorded as a liability. 

@ About this Report 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 100/o post-consumer waste and more than 50% pre-consumer recycled fiber. This meets 
or exceeds EPA guidelines for recycled paper. 
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