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n an environment of ever-increasing competition,

We also developed a detailed plan for future port

tougher safety and productivity standards, and

development

at

the

Base

and

filed

permit

growing customer demands, to experience a year of

applications to make this plan a reality_ Soil

financial and operational

conditions are being surveyed and preparations

"firsts" and "all-time-

record-highs" is a rare accomplishment We are proud

are

to say that fiscal year 2003 was one of those years for

consultant to guide the detailed state and federal

the South Carolina State Ports Authority.

permitting process.

underway

to

select

an

environmental

We started the year with a clear direction for our

lt is our commitment to get this proposal, as well

future and a detailed plan for growth, both of which

as all the required studies, in front of the permitting

we feel drove the strong fiscal year and the first of

agencies as quickly as possible. Members of the S.C.

many record achievements that followed:

General Assembly and the state's U.S. Congressional

• The

state's

public

seaports

reached

an

all-time-record high for business volume and
set

new

standards

for

operational

and

delegation, along with Governor Mark Sanford, all
support an expedited permitting process that
addresses the issues.

financial performance.
On the pages that follow, we detail our expansion
• The

Authority's

key

business

statistic,

plans. A study of the Port's economic impact shows

container volume, increased 11% to 1.68

just how important it is-that we

million 20-foot equivalent units, or TEUs. This

port development-a staggering 28o,ooo jobs and

eclipsed the previous year-end record set in

$23 billion in statewide impact annually are

fiscal2oo1.

attributable to international trade through our state's

• Operating revenues also reached new highs,

move forward with

port system.

topping $uo million.
Security also remained a key focus. A new high-tech
The year also illustrated why the Port of Charleston
is recognized as one of the world's most productive
ports. Responding to increasing customer demands
and double-digit volume increases, the Authority's
employees

successfully improved

Port Police boat and bomb-sniffing dog were
added to the Authority's security frontline, and the
Authority began spending millions of dollars in
federally funded improvements.

productivity

and safety measures, while controlling direct

Last year, in the face of increasing competition
and less-than-robust national economic conditions,

operating expenses.

the Authority rebounded and helped to reposition
This kind of ongoing, strong financial performance in
all facets of our business is vital to our continued
ability to invest in port growth, an area where yet

our state for growth and new economic development
opportunities. We attribute this to having a solid plan
for the future and the commitment to see it through.

another milestone was reached in FY 2003.
While the Ports Authority is making clear progress on
After several years of contentious debate on future
~'

expansion at the former Navy Base and has reached

expansion, a compromise was reached with state

several milestones, there is much more to do. With

and local leaders to develop new port capacity on the

the support of our customers, our elected officials

former Charleston Navy Base and Shipyard.

The

and community leaders, South Carolina's seaports

Ports Authority took this opportunity and formalized

will continue to succeed and serve as catalysts for

an agreement to split the Base with the City of North

economic development across the state.

Charleston during the fiscal year.

tuLf ~-fj
Whitemarsh Seabrook Smith, Ill

Bernard S. Groseclose, Jr.

Chairman, FY 2003

President and Chief Executive Officer
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Almost everyone knows the Port is a vital part
of the state's economic development engine. But
few knew just how important it was until this past
fiscal year.

ECONOMIC IMPACT
If South Carolina's public seaports were to
disappear, the impact on the state would be
enormous and far-reaching, a study revealed this
past January by the

Center for

Economic

Forecasting at Charleston Southern University.

Should our port system disappear, South Carolina
would lose 281,660 jobs paying $9.4 billion, along
with the corresponding $2.5 billion in state and
local taxes.

Even more staggering, perhaps, is the port
system's total impact on the state. In 2002, that
figure was approximately $23 billion-surpassed
only by the tourism industry, which is considered
South

Carolina's

most

lucrative

business.

Importantly, international trade through the Ports
Authority is responsible for one in ten jobs across
the state.

"No matter how it is measured, the impact of the
South Carolina State Ports Authority on our state
is tremendous," the report said.
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EXPANSION
AT THE NAVY BASE
The growth in demand for port services by South
Carolina industry has been impressive. To meet
and continue serving these needs in the future, in
January the Authority applied for permits to
construct a new container terminal on the former
Charleston Naval Base and Shipyard.

The proposed terminal would offer 3,000 feet of
berthing space along the deep-draft Cooper River,
along with nearly 250 acres of container storage
yard and support areas. This would be similar in
size to the existing North Charleston and Wando
Welch Terminals.

7

A contract was awarded to begin the analysis of
soil conditions at the Base. This geotechnical work
is

the

first

step

toward

determining the

path of redeveloping the property. ln addition,
preparations began to select an environmental
services firm to meet the detailed federal and state
permitting requirements.

CHANNEL MARKERS
May 20,2002

October 25, 2002

January 27, 2003

S.C. Governor Signs Law
Approving Port Expansion

Port, City Sign Agreement to
Split Former Base

Port Files Permit Application
for New Terminal

THE PORT'S
BUSINESS
While exports increased slightly, imports from
Asia accounted for a large portion of the Port of
Charleston's growth in fiscal 2003, with total
loaded import containers rising 15%.

Due to congestion and labor issues on the U.S.
West Coast, ocean carriers and distributors are
choosing other options

for

reaching

U.S.

markets, to the benefit of the Authority and
the state.

To handle the rapidly expanding trade, two ocean
carrier conglomerates announced new all-water
services to Charleston from Asia. Also, the
Authority renegotiated or extended agreements
with four of the Port's largest ocean carrier
customers, locking up this business for the

The Authority's crane productivity remained among

coming years.

the highest in the world, with a year-long average of

Despite the surge of additional business volume,

expected to increase with the delivery of two new

37-5 moves per crane per hour. This figure is

the Authority also maintained productive, safe

container cranes in the second quarter of FYo4.

operations. Trucker turn times at a major terminal
were reduced 21%, thanks to the Authority's

In three years, a renewed safety initiative has

new real-time inventory tracking system, the Yard

reduced the number of recordable injuries by

Management System (VMS).

29%, resulting in an 83% decrease in lost work
days. The incident rate, which measures how the
Port compares to others in the industry, has
improved nearly 25% since 2ooo.

Operating Revenues

Container Volume
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MANAGEMENT'S
DISCUSSION AND ANALYSIS
June 30, 2003
The following Management's Discussion and Analysis

for the general purposes of developing and improving the

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

harbors and seaports of Charleston, Georgetown and

("Ports Authority") activities and financial performance

Beaufort for the handling of waterborne commerce, and to

provide an introduction to the financial statements of the

foster and stimulate the shipment of freight and commerce

Ports Authority for the fiscal years ended June 30, 2003 and

through

2002.

Following this M D&A are the basic financial

these

ports. The

Ports Authority

has

no

stockholders or equity holders and is directed by a governing

statements of the Ports Authority together with the notes

board (Ports Authority Board), whose members are

thereto which are essential to a full understanding of the

appointed by the Governor of South Carolina for seven-year

data contained in the financial statements.

terms. The Ports Authority owns and is responsible for the

Background

Charleston, Georgetown and Port Royal. These facilities

The South Carolina State Ports Authority was created in 1942

primarily

by Act Number 626 of the South Carolina General Assembly

breakbulk, and bulk cargoes.

operation of seven ocean terminals at the ports of
handle

import

and

export

containerized,

PERFORMANCE MEASURES

The Ports Authority's performance measures during fiscal years ended June 30, 2003 and 2002, are as follows:
(In thousands)

2003

2002

110,204

$ 99.916

Total TEUs (equivalent number of 20' container units)

1,682

1,509

Breakbulk Pier Tonnage

2,297

2,337

$

Total Operating Revenues

A total of 1,976 and 2,223 vessels (excluding barges) docked during the twelve-month periods ending June 30, 2003 and
2002, respectively. The Ports Authority provided services to the ten largest container ship lines based on the second

quarter 2003 issue of the journal of Commerce/Piers, U.S. Global Container Report.

Required Financial Statements
The Financial Statements of the Ports Authority report
information about the Ports Authority's use of accounting

and cash payments during the reporting period. The

methods similar to those used by private sector companies.

changes in cash resulting from operations, investing, and

These statements offer short and long-term financial

financing activities and provides answers to such questions

information about its activities.

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

The Balance Sheet includes all of the Ports Authority's assets

and what was the change in cash balance during the

and liabilities and provides information about the nature and

reporting period.

amounts of investments in resources (assets) and the
obligations to Ports Authority creditors (liabilities). The
assets and liabilities are presented in a classified format,
which distinguishes 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 liquidity and financial flexibility of the
Ports Authority.

provide information about the Ports Authority's cash receipts
statement reports cash receipts, cash payments, and net

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 activities in a way that will help answer this
question. These two statements report the net assets of the

All of the current year's revenues and expenses are

Ports Authority and changes in them. You can think of the

accounted for in the Statement of Revenues, Expenses and

Ports Authority's net assets - the difference between assets

Changes in Net Assets. This statement measures the success

and liabilities - as one way to measure financial health or

of the Ports Authority's operations over the past year and can

financial position. Over time, increases or decreases in the

be used to determine whether the Ports Authority has

Ports Authority's net assets are one indicator of whether its

successfully recovered all its costs through its customer

financial health is improving or deteriorating. However, you

contracts, tariff and other charges, as well as its profitability,

will need to consider other non-financial factors such as

and credit worthiness.

changes in economic conditions, population growth,

The final required financial statement is the Statement ot

regulation and new or changed government legislation.

Cash Flows. The primary purpose of this statement is to
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MANAGEMENT'S
DISCUSSION AND ANALYSIS
(continued)

STATEMENTS OF FINANCIAL POSITION (BALANCE SHEET)

The balance sheet serves over time as a useful indicator of the Ports Authority's financial position. It distinguishes assets and
liabilities as to their expected use for current operations or restricted use for capital projects. The Ports Authority's assets
exceed liabilities by $376 million at June 30, 2003, a $5.9 million increase from June 30, 2002. A condensed summary of the
Ports Authority's balance sheet and resulting net assets at June 30, is shown below (In thousands) :

Assets
Current assets

2002

2003

s

39.854
78.990
418,703

$

537.547

$ 533.910

10,686
6,829

$

Current liabilities (restricted)
Long-term debt outstanding

143.992

146.471

161,507

163,801

Unrestricted

269.949
78.990
27,101

269.939
73,113
27,057

Total Net Assets

376,040

370,109

$ 537.547

$ 533.910

Current assets (restricted)
Non-current assets (net of depreciation)

Total Assets

s

37.358
73,113
423.439

Liabilities
Current liabilities

Total Liabilities

s

8,526
8,804

Net Assets
Invested in capital assets, net of debt
Restricted

Total Liabilities and Net Assets

The largest portion of the Ports Authority's Net Assets each

consequently these assets are not available for future

year (71.8% at June 30, 2003) represents its investment in

spending. Although the Ports Authority's investment in

capital assets (e.g., land, buildings, improvements, and

capital assets reported is shown net of related debt, it is

equipment), less the related debt outstanding used to

noted that the resources required to repay this debt must be

acquire those capital assets. The Ports Authority uses these

provided annually from operations, since the capital assets

capital assets to provide services to major steamship lines

themselves generally are not sold to liquidate liabilities.

and their agents for movement of maritime cargo;

:

MANAGEMENT'S
DISCUSSION AND ANALYSIS
(continued)

An additional portion of the Ports Authority's net assets

remaining unrestricted net assets (7.2% at june 30, 2003)

(21.0% at june 30, 2003) represents resources that are

may be used to meet any of the Ports Authority's ongoing

subject to external restrictions on how they can be

obligations as defined by the revenue bond covenants.

used under bond resolutions and Federal regulations. The

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, 2003 and 2002 is shown below (In thousands):

Operating revenues

s

OQerating exQenses

2002
$

17,632

Operating earnings
Non-operating revenues (expenses)

<s.3ss>
(6,346)

Net Transfers (to) from State of South Carolina

Increase (decrease) in net assets

2003
110,204
22 ·SZ2-

s

~·2l 1

99.916
88,511
11,405
(13,620)

$

g,061
6,227
(8,265)
1,)46

(s,ooo)

$

cz,21 2)

Variance
10,288

$

1~,1!!;6

Operating revenues increased by approximately 10.3% from $99.9 million to $110.2 million principally due to a general
increase in container volume and the movement of military cargo overseas through the port of Charleston. The following table breaks down operating revenues by business segment for each fiscal year ending june 30 (In thousands):

Oeeratins: Revenues
Charleston business segment

s

Georgetown business segment
Port Royal business segment

s

110,20!1

Variance

2002
$

714
2,433

Other

Total Oeeratins: Revenues

2003
104,396
2,661

$

94.352
2,919
664
1,981

$

22·2 16

$

10,044
(258)
so

452
10,288
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MANAGEMENT'S
DISCUSSION AND ANALYSIS
(continued)

Operating expenses increased by 4.6% from $88.s million to $92.6 million as a result of the increased expenses associated
with increased cargo volume, payment of employee performance incentive programs, increased costs of community
advertising and rising costs of property and liability insurance. In addition, depreciation expense increased due to placing
new assets into service. Capital assets placed in service include structural repairs to dockside cranes, paving of container
yards, and purchases of new container handling equipment. The following table breaks down operating expenses by
functional group (In thousands):

oeeratins: Exeenses
Direct operating expenses

Variance

2002

200l

$ 53.897

$

$

S2.399

1,498

Administrative expense

16,660

1S,368

1,292

Depreciation expense

22,015

20,744

1,271

Total Operating Expenses

$ 92,572

Operating earnings increased by s4.6% or $6.2 million from

$

88,S11

$

4,061

2004. These payments have been treated as a transfer to the

2002 due to the reasons discussed above.

State of South Carolina and therefore have reduced the Ports

Non-operating expenses decreased from a net expense of

Authority's net assets. This transfer is not treated as a

$13.6 million in 2002 to a net expense of $s.4 million in

capital asset of the Ports Authority and future payments are

2003. No new major write-offs and disposals of assets were

not recorded as a liability. The State of South Carolina

incurred similar to those written off in the prior year which

funded the purchase of four parcels of land in the combined

included Daniel Island terminal expansion projects and two

amount of$2.9 million in connection with the BMW facility in

terminal warehouse buildings. To a lesser extent the

Greer, South Carolina. The four parcels, now owned by the

reduction in interest earnings also contributed to reduction

Ports Authority, will be used by BMW.

in other non-operating revenue.

In compliance with Proviso 72.98 the Ports Authority

The Ports Authority completed several transfers with the

transferred $1.3 million back to the State of South Carolina

State of South Carolina during 2003. As more fully described

from funds held by the State Treasurer for the Ports

in Note 11 Other Matters, the Ports Authority Board resolved

Authority's project that placed fill material on Daniel Island

to contribute $s,ooo,ooo during Fiscal Year 2002 toward the

from the Harbor Deepening project. These funds represented

building of the new Cooper River Bridge and further resolved

the unspent balance of funds after project completion. These

to make a one time payment of $15,ooo,ooo in 2003 and

combined transfers netted to $6.3 ($8.o less $2.9 plus $1.3)

additionally pay $1,ooo,ooo per year beginning in Fiscal Year

million during the year and resulted in an additional $1.3

2003 for 2S years. With concurrence from the State of

million in transfers to the State of South Carolina over the

South Carolina, the Ports Authority transferred in two

prior fiscal year.

installments its 2003 commitment for the Cooper River

In summary, Net Assets at June 30, 2003 increased

Bridge. The first payment of $8 million was transferred in the

$s.9 million from $370.1 million to $376.0 million. Almost all

last month of the fiscal year and the remaining $8 million

of this increase is restricted in the balance sheet for future

was transferred in the first month of the new Fiscal Year

debt service and capital projects.

Presented below is a condensed summary of the Ports Authority's Revenues, Expenses and Changes in Net Assets for the
year ended June 30, 2003 compared with planned amounts (In thousands):

Operating revenues

$

2003

2003

Actual

Planned

Variance

100,967

$

110,204

$

9.237

Operating expenses

92,S72

91,383

1,189

Operating earnings

17,632

9.S84

8,048

Non-operating revenues (expenses)

Csass)
(6,346)

(3.979)
(16,ooo)

(1,376)

Net Transfers (to) State of South Carolina
Increase (decrease) in net assets

$

s.931

$

(10,39S)

9.6S4
$

16,326

-.

MANAGEMENT'S
DISCUSSION AND ANALYSIS
(continued)

OPERATING EXPENSES (continued)
The Ports Authority's budget plan is generally finalized in

increased expenses associated with increased cargo volume

june of each year prior to the start of the new fiscal year. The

as described above. To a lesser extent, legal fees, domestic

budget plan remains static throughout the fiscal year. When

advertising, and repairs and maintenance of container

feasible, divisional or departmental changes are made by

handlers exceeded planned amounts.

management to control actual current and future costs under

Non-operating expenses overrun of $1.4 million resulted

their jurisdiction to meet budget plan goals. At the time the

principally due to a decline in interest earnings on

budget plan is completed some events that will create future

investments and unexpected disposal of various assets.

revenues or expenses are not substantive, estimable or
foreseeable to accurately or legally include in the budget plan.

As described above, the combined transfers to the state of
South Carolina netted to $6.3 million during the year and

Actual to plan operating revenue exceeded the plan by $9.2

resulted in a $9.7 million favorable variance in the amount of

million principally due to a general increase in container

transfers over what was budgeted. The timing of the

volume and the movement of military cargo overseas

transfers between the State of South Carolina and the Ports

through the port of Charleston. Operating expenses

Authority were not settled at the time the budget

exceeded the plan by $1.2 million principally as a result of

was finalized.

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).

2002

2003

$ 41.795

Cash flow from operating activities
Cash flow from investing activities
Cash flow from ca12ital and related financing activities

$

35.723

920

3.532

{3~,083)

(~5-301)

8,632

3.954

Net increase in cash and cash equivalents
Cash and cash equivalents:
Beginning of year

z2,131

End of ~ear

$

8z,z63

zs.17z
$

72·1~1

The Ports Authority's available cash and cash equivalents increased from $79.1 million at the end of 2002 to $87.8 million at
the end of 2003 due to the positive flow of funds provided by operating and investing activities offset by the use of funds for
capital acquisitions and related financing activities.

CAPITAL ACQUISITIONS AND CONSTRUCTION ACTIVITIES
During the fiscal year ended june 30, 2003, the Ports

Capital

Authority purchased and constructed approximately $17.5

Acquisitions are funded primarily with the issuance of

million in new capital assets. The major capital projects in

tax-exempt revenue bonds and port revenues. Additional

asset

acquisitions

are

capitalized

at

cost.

progress include replacement of a dockside fender system

information on the Ports Authority's capital assets and

and a partial payment for two new dockside cranes for the

commitments can be found in Note 3 Property and

Columbus Street terminal. Various new equipment was

Equipment and Note 6 Commitments in the notes to the

acquired

financial statements.

to

replace

or

upgrade

container

handler

equipment, the network computer infrastructure and the
existing phone system. Approximately $1.8 million of fixed
assets (at cost) were written off or disposed of during 2003.
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MANAGEMENT'S
DISCUSSION AND ANALYSIS
(continued)

LONG-TERM DEBT

Series 1998

rate at June 30, 2003 was 1.1%. The 1998B bonds are

During fiscal 1999, the Ports Authority issued Series 1998

generally redeemable prior to maturity on interest payment

bonds to provide funds to finance the expansion and

dates with a 30 or 6o-day notice from the Ports Authority,

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

depending on which interest rate applies at the time. Some

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

interest rates require a no-call period during which the

serial bonds totaling $7o,865,ooo maturing July 1, 2018 and

bonds are not redeemable. Unamortized bond issue costs at

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

June 30, 2003 and 2002 were approximately $341,000 and

bond premium is amortized using the effective interest

$354,000, respectively.

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

premium

at June

30,

2003

and

2002

were

approximately $876,ooo and $922,ooo, respectively.

BOND INSURANCE AND CREDIT RATING

Unamortized bond issue costs at June 30, 2003 and

The Ports Authority has purchased insurance for each bond

2002 were approximately $1,413,000 and $1,475,000,

issue to underwrite the payment of principal and interest. As

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

a result, the Ports Authority has secured AAA ratings from

rates ranging from 3.8% to 5.5%. Balance outstanding: June

both Moody's and Standard and Poor's covering both of its

30, 2003 -$120,375,ooo; June 30, 2002- $123,05o,ooo

outstanding bond issues discussed above. Without the
insurance the underlying ratings are A1 by Moody's and A+

Series 19988

by Standard and Poor's for both outstanding bond issues.

During fiscal1999, the Ports Authority issued Series 1998B
bonds to

refund

the

Ports Authority's outstanding

$24,8oo,ooo 1994 Junior Lien Revenue Bonds. The bonds,

If you have questions about this report or need additional

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

financial information, contact the Ports Authority's Chief

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

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

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

2287 USA.
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REPORT OF
INDEPENDENT AUDITORS

Members of the Governing Board
South Carolina State Ports Authority:
J

.

We have audited the balance sheets of the South Carolina State Ports Authority as of June 30,
2003 and 2002, 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 misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the South Carolina State Ports Authority at June 30, 2003 and 2002, 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.
Our audit has been made primarily for the purpose of expressing 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 state-

ments 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 presentation of the supplementary
information. However, we did not audit the information and express no opinion on it.

~-tnLLP
Greenville, South Carolina
August 22, 2003
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BALANCE SHEETS
June 30

Assets (In thousands)

2002

2003

Current assets:
Unrestricted assets:
Cash

$

Operating funds invested

2,933

$

297

11,775
14,708

11,644

Trade, net of allowance for doubtful accounts of $1.350 (2003) and $1,250 (2002) 14,691

13,480

11,941

Accounts receivable :
Other

1,251

3,906

Inventories

3,079

2,790

Prepaid and other current assets

6,125

5,241

39.854

37.358

78.990

73,113

416,949

421,610

Total current assets
Restricted assets:
Revenue bond funds
Non-current assets:
Property and equipment, net
Unamortized bond issue costs
Total non-current assets

Total assets

·Z5~

1,822

418,703

423,439

1

$ 537.547

$

533.910

$

$

4.538

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

5,642

Accrued employee compensation and payroll-related
with holdings and liabilities
Total current liabilities payable from current assets

3.988

5.044
10,686

8,526

2,880

2,934

550
227

2,266

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
Total Liabilities

375

3.172
6,829

3,229
8,804

143.992
161,507

146.471

269.949

269,939

78.990

73,113

163,801

Net assets :
Invested in capital assets, net of related debt
Restricted for debt service and capital projects
Unrestricted
Total net assets
Total liabilities and net assets
See acco mpanyi ng notes.

27,101

27,057

376,040

370,109

$ 537.547

$

533.910

STATEMENTS OF REVENUES,
EXPENSES AND CHANGES IN NET ASSETS
Year ended june 30

2002

2003

(In thousands)
Operating revenues

$

110,204

$

99.916

Operating expenses:
Direct operating expense
Administrative expense
Depreciation expense

Operating earnings

53.897
16,660

52,399
15,368

22,015

20,744

92,572

88,511

17,632

11,405

Non-operating revenues (expenses):
Interest income
Other income
Interest expense
Other expense

Earnings (loss) before transfers

Transfer from the State of South Carolina- BMW Land
Transfer to the State of South Carolina for new Cooper River Bridge
Transfer to the State of South Carolina- Daniel Island Fill Material Recovery Project

Increase (decrease) in net assets
Total net assets-beginning
Total net assets-ending

See accompanying notes.

880

1,517

325
(5,802)

1,348
(5,209)

(758)

(11,276)

(5,355)

(13,620)

12,277

(2,215)

19

2,961
(8,ooo)

(5,ooo)

(1,3W
(6,.3!t_6)

(s_,ooo)

5.931
370,109

377.324

$ 376,040

$ 370,109

(7 ,215)

STATEMENTS
OF CASH FLOWS

Year ended June 30

2002

2003

(In thousands)

Cash flows from operating activities

s

$ 102,701

Cash paid to suppliers

111,335
{30,791)

Cash paid to employees

{38,749)

(38.306)

41,795

35.723

53

1,016

Cash received from customers

Net cash provided by operating activities

(28,672)

Cash flows from investing activities
Proceeds from sale of property and equipment
Proceeds from sale of investments

6,351
(6,368)

Purchases of investments
Interest on investments

9.874
(9,041)
1,683

884
920

Net cash provided by investing activities

3.532

Cash flows from capital and related financing activities
Acquisition and construction of capital assets

(20,180)

(15,478)
(148)

Change in retainage payable

(409)

422

Borrowings on credit agreement
Principal paid on revenue bonds
Principal paid on other debt
Interest paid on revenue bonds
Interest paid on other debt
Transfer to State of South Carolina for new Cooper River Bridge

(2,675)

(2,545)

(234)
(6,648)

(6,907)

(226)

(15)

(34)

(8,ooo)

(5,ooo)

(1,307)

Transfer to State of South Carolina- Daniel Island Fill Project
Net cash used in capital and related financing activities

C34,083)

(35.301)

Net incease in cash and cash equivalents

8,632

3.954

Cash and cash equivalents at beginning of year

79,131

75,177

Cash and cash equivalents at end of year

s

87.763

$

79,131

STATEMENTS
OF CASH FLOWS
(continued)

Year ended June 30
(In thousands)

2002

2003

Reconciliation of Operating Earnings to Net Cash Provided By Operating Activities:

$ 17,632

Operating earnings

$

11,405

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

22,015

Depreciation
Provisional for doubtful accounts

20,744

330
(433)
29
120

Other losses, net
Amortization
Loss on write-off and disposal of property and equipment

159
(9,928)
29
9.97 1

Changes in operating assets and liabilities:

1,114
(289)
(884)
1,105
1,056

Accounts receivable
Inventories
Prepaid and other current assets
Accounts payable
Payroll-related liabilities

$ 41,795

Net cash provided by operating activities

2,583
(282)
644
665
(267)
$

35.723

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

Current
Assets

Restricted
Assets

11,941

$ 67,190

2,767

5,865

8,632

$ 14.708

$ 73,055

$ 87.763

(In thousands)
Cash and cash equivalents at June 30, 2002
Net increase
Cash and cash equivalents at June 30, 2003

$

Statement of
Cash Flows Total
$

79.131

Non-cash investing, capital and related financing activities
Property and equipment and accounts payable were adjusted by approximately $550,ooo and $2,266,ooo at June 30, 2003
and 2002, respectively, for non-cash amounts in connection with the accrual of liabilities. In addition, land with a fair value
of $2,961,000 was donated by the State of South Carolina.
See accompanying notes.
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NOTES TO
FINANCIAL STATEMENTS
June 30, 2003
1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Basis of Accounting

periodic determination of revenues earned, expenses

The South Carolina State Ports Authority (Ports Authority)

incurred,

was created in 1942 by Act Number 626 of the South

capital maintenance, public policy, management control,

Carolina General Assembly for the general purposes of

accountability, or other purposes.

and

/or

net

income

is

appropriate

for

developing and improving the harbors and seaports

The accounting and financial reporting treatment

of Charleston, Georgetown and Beaufort for the handling

applied to the Ports Authority is determined by its

of waterborne commerce, and to foster and stimulate the

measurement focus. The transactions of the Ports Authority

shipment of freight and commerce through these ports. The

are accounted for on a flow of economic resources

Ports Authority owns and is responsible for the operation of

measurement focus. With this measurement focus, all

seven ocean terminals at the ports of Charleston,

assets and all liabilities associated with the operations are

Georgetown and Port Royal. These facilities handle import

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

and export containerized and breakbulk cargoes.

net of total liabilities) are segregated into: invested in capi-

The Ports Authority operates as a self-supporting
governmental enterprise and uses the accrual basis of

tal assets, net of related debt; restricted; and unrestricted
components. These classifications are defined as follows:

accounting applicable to governmental enterprise funds. In

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

accordance with Governmental Accounting Standards

component of net assets consists of capital assets,

Board ("GASB") No. 20, the Ports Authority has elected to

including restricted capital assets, net of accumulated

apply all Financial Accounting Standards Board ("FASB")

depreciation and reduced by the outstanding balances of

Pronouncements, except those that conflict with or contra·

any bonds, mortgages, notes, or other borrowings that

diet GASB Pronouncements. The Ports Authority has no

are attributable to the acquisition, construction, or

stockholders or equity holders and is directed by a

improvement of those assets. If there are significant

governing board (Ports Authority Board), whose members

unspent related debt proceeds at year-end, the portion

are appointed by the Governor of South Carolina for

of the debt attributable to the unspent proceeds are not

seven-year terms. The Ports Authority's financial state·

included in the calculation of invested in capital assets,

ments are included in the State of South Carolina general

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

purpose financial statements.

included in the same net assets component as the

During 2002, the Ports Authority adopted GASB No.

unspent proceeds.

34, "Basic Financial Statements, Management's Discussion

• Restricted -This component of net assets consists of

and Analysis, for State and Local Governments" as amend-

constraints placed on net asset use through external

ed by GASB No. 37, as well as GASB No. 38, "Certain

constraints imposed by creditors (such as through debt

Financial Statement Note

covenants), grantors, contributors, or laws or regulations

Disclosures." These

new

standards make several changes to the presentation of its

of other governments or constraints imposed by law

basic financial statements in addition to requiring the

through constitutional provisions or enabling legislation.

presentation of the Ports Authority's Management's
Discussion and Analysis (MD&A). MD&A introduces the
basic financial statements and provides an analytical
overview of the Ports Authority's financial statements.

• Unrestricted net assets -This component of net assets
consist of net assets that do not meet the definition
of "restricted" or "invested in capital assets, net of
related debt."

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

Cash, Investments and Pooled Investments
The Ports Authority maintains cash, investments and

business enterprises where the intent of the governing body

pooled investments for operations, debt service and capital

is that the cost (expenses, including depreciation) of

improvements. Funds are deposited in banks, money

providing services to the general public on a continuing

market accounts, and pooled investment funds maintained

basis be financed or recovered primarily through user

by the State Treasurer. Cash, investments and pooled

charges; or (b) where the governing body has decided that

investments used for operations are included on the

NOTES TO
FINANCIAL STATEMENTS
(continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
balance sheet as "Cash" and "Operating funds invested".

Impairment

Investments are reported at fair value in the balance sheets.

The Ports Authority accounts for long-lived assets in

All changes in the fair value of investments are recognized

accordance with the provisions of SFAS No. 144,

as gains or losses in the statements of revenue, expenses,

"Accounting for the Impairment or Disposal of Long-Lived

and changes in net assets. Cash and cash equivalents,

Assets." The Ports Authority records impairment losses on

investments and pooled investments maintained in

long-lived assets used in operations when events and

accordance with revenue bond covenants are included

circumstances indicate that the assets might be impaired

on the balance sheet as "Restricted assets - revenue

and the undiscounted cash flows estimated to be generated
by these assets are less than the carrying amount of

bond funds."
The State Treasurer invests in U.S. government

those assets.

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.

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,

At june 30, 2003 and 2002, the Ports Authority's funds
held by banks as trustees totaled $s,936,ooo and

principally interest, are recognized when earned. Grants are
recognized when all eligibility requirements have been met.

$s,923,000, respectively. The State Treasurer held approximately $3,000 of the Port's Authority's funds at june 30,

Use of Estimates

2003 and 2002.

The preparation of financial statements in conformity with

The Ports Authority's total cash and investments at

accounting principles generally accepted in the United

june 30, 2003 and 2002 were approximately $93,698,ooo

States requires management to make estimates and

and $8s,os4,ooo, respectively, at cost, which approximates

assumptions that affect the amounts reported in the

market value. Periodically cash on deposit in Federally

financial statements and accompanying notes. Actual

insured institutions exceeds the limit on insured deposits,

results could differ from those estimates.

and may not be specifically collateralized.

Risk Management

Inventories
Inventories consist principally of maintenance parts and
supplies valued at the lower of average cost or market.

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

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.

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

Depreciation is computed using the straight-line
method generally over the following estimated useful lives:

The Ports Authority provides services and facilities usage
for companies located throughout the world. During

Land improvements

3 to so years

fiscal year 2003, two customers each accounted for

Buildings and structures

s to so years

approximately 17% and 11% of the Ports Authority's

Railroad tracks

20 to 2S years

revenues. The Ports Authority performs ongoing cred it

Terminal equipment

3 to 2S years

evaluations of its customers and generally operates under

Furniture and fixtures

2 to 20 years

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.
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NOTES TO
FINANCIAL STATEMENTS
(co nti nued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Unemployment Compensation

Statements of Cash Flows

The Ports Authority is liable under the South Carolina

For purposes of the statements of cash flows, the Ports

Employment Security Law for unemployment compensation

Authority considers all demand deposits and short-term

to its employees. The Ports Authority has elected to

investments (including funds held by the State Treasurer

reimburse the Employment Security Commission for

and restricted funds, except Debt Service Funds and Debt

benefits paid by the Commission in connection with claims.

Service Reserve Funds) purchased with an original maturity

The Ports Authority records a liability for estimated future

of three months or less to be cash equivalents.

unemployment compensation claims.

2. RESTRICTED ASSETS· REVENUE BOND FUNDS

Restricted funds at June 30 summarized by fund are:
(In thousands)

2003

2002

Funds held by trustee relating to outstanding revenue bonds:

1991 Debt Service Reserve Fund
1998 Debt Service Fund
Total funds held by trustee

$

$
5.935

1

5.922

5.935

Cash and cash equivalents:
Capital Improvement Fund:
Cash
Funds invested

2,148

5,813

47.947

33.569

Construction Fund :

5,624

Funds invested
Depreciation Fund :
Cash
Funds invested

436
21,282
21,718

5,186
16,099
21,285

Other-State Port Construction Fund :
Cash
Funds invested
Total cash and cash equivalents
Total restricted assets-revenue bond funds

44
1,000

899

1,044
73,055

899
67.190

$ 78.990

$ 73,113

NOTES TO
FINANCIAL STATEMENTS
(continued)

2. RESTRICTED ASSETS- REVENUE BOND FUNDS (continued)

In connection with outstanding revenue bonds, (1) the Ports

need for moneys in the funds. The Reserve Fund Requirement

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

applicable to the Series 1998 Bonds is funded through the

remaining after providing for the proper operation and

purchase of a debt service reserve insurance policy.

maintenance of facilities) are pledged for payment of bond

The Construction Fund was established with the

principal and interest, (2) a statutory lien on the Ports

proceeds from the 1998 revenue bonds. This fund is used as

Authority's facilities exists and (3) the Ports Authority is

needed to pay the costs of facilities improvements and

required to maintain Revenue Bond Debt Service Funds;

equipment for which the bonds were established. Maturities

Revenue Bond Debt Service Reserve Funds; a Construction

of investments in the Construction Fund are limited to

Fund and a Capital Improvement Fund (for improvement of

be consistent with the need for money from the

Ports Authority facilities); and a Depreciation Fund (for

Construction Fund.

operating equipment).

Additions to the Capital Improvement Fund and

General provisions regarding these Funds are as follows:

Depreciation Fund are· required in amounts equal to the

The assets of the Revenue Bond Debt Service Funds

annual budget for facilities improvements and equipment.

and Revenue Bond Debt Service Reserve Funds are to be

Proceeds from the sale of real and personal property also are

used for the redemption of bonds and payment of interest on

required to be deposited to these Funds. The Funds can be

the bonds. Additions to the Revenue Bond Debt Service

used for improvements, betterments and extensions of facil-

Funds are required from operating funds in amounts equal to

ities, restoration of depreciated or obsolete property, oper-

the annual principal and interest payments. Additions to the

ating equipment, unforeseen contingencies, and payment of

Reserve Funds are required from operating funds when the

principal or interest on outstanding bonds if the assets of the

Reserve Fund's assets are less than the sum of the largest

Debt

annual interest payment for each issue of revenue bonds

not sufficient to make such payments. Maturities of

Service

outstanding. When the assets of the Reserve Fund exceed

investments in the Capital Improvement Funds and

or

Debt

Service

Reserve

Funds

are

the requirements, the Ports Authority is permitted to use the

Depreciation Funds are limited to a maximum of five years

Reserve Fund investment income for principal and interest

and two years, respectively.

payments and thereby reduce the amount of operating funds

The assets of the State Port Construction Fund are

required to be transferred to the Debt Service Fund. Moneys

unexpended contributions to the Fund and net harbormaster

in the Debt Service Reserve Funds can be invested and

fees required to be transferred to the Fund. The assets are

reinvested in investments collateralized by U.S. government

restricted for improvements and expansion of the Ports

or agency obligations, with maturities consistent with the

Authority's facilities.

3. PROPERTY AND EQUIPMENT

Property and equipment consist of the following amounts:
Balance at
June 30, 2002

(In thousands)
Land

*

$ 142.929

Land improvements

142,456

Buildings and structures

246.335
4.488
69,078

Railroad tracks
Terminal equipment
Furniture and fixtures
Capital projects in progress

5,506
*

Additions

$ 3,260
3.195
1,480
113
3,284
281

Write-offs/
Disposals
$
(225)
-

$ (6,827)
-

(1,648)
-

Balance at
June 30, 2003

$ 139,362
145.651
247.590
4,601
70,714

-

5.787

1,700

(1,857)
(8,684)
-

53.589
667,294
(250,345)

$ (173)

$ (8,684)

$ 416,949

14,598
26,211

(1,873)

Less accumulated depreciation

40,848
651,640
(230,030)

(22,015)

Property and equipment, net

$ 421,610

$ 4.196

*Not being depreciated.

Transfers
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NOTES TO
FINANCIAL STATEMENTS
(continued)

3· PROPERTY AND EQUIPMENT (continued)
During 2002, certain assets capitalized related to the

Series 1998

Ports Authority's proposed terminal expansion on Daniel

During fiscal 1999, the Ports Authority issued Series 1998

Island were written off due the high probability that port

bonds to provide funds to finance the expansion and

expansion on this land is unlikely. These assets were

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

considered impaired. Additionally, two warehouse buildings

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

at one terminal were demolished and disposed of to make

serial bonds totaling $7o,865,000 maturing July 1, 2018 and

this land available as an expanded container yard. A loss on

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

write·off and disposal of approximately of $11 million was

bond premium is amortized using the effective interest

recorded related to these write-offs and disposals and are

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

included in other expense in the statement of revenues,

bond premium at June 30, 2003 and 2002 was $876,ooo

expenses and changes in net assets.

and $922,000, respectively. Unamortized bond issue costs
at June 30, 2003 and 2002 were approximately $1,413,000

Leases

and $1,475,000, respectively. Interest is payable each

During 2003 and 2002, the Ports Authority leased container

January 1 and July 1 at rates ranging from 3.8% to 5·5 %.

handlers and other equipment under operating leases,
generally for a term of 12 months or less, incurring expenses
in the amount of approximately $884,000 and $848,ooo,
respectively.

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):

4· LONG-TERM DEBT

Series 1991

Redemption Date (Inclusive)

Redemption Price

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

July 1, 2008 to June 30, 2009

101.0%

July 1, 2009 to June 30, 2010

100.5

July 1, 2010 and thereafter

100.0

of approximately $1,092,ooo, originally consisted of serial

The Series 1998 Bonds maturing on July 1, 2026 are subject

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

to mandatory sinking fund redemption by lot on July 1 in

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

each of the following years and will be redeemed at 100%

bonds of $36,7oo,ooo maturing ori July 1, 2021. The bond

of the principal amount plus accrued interest at the

discount and bond issue costs, which were amortized using

redemption date (In thousands):

the straight-line method over thirty 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

securities were

deposited

in

an

irrevocable trust with a bank as escrow agent to provide for
all future debt service payments on the bonds. As a result of
this transaction and the defeasance of $27,970,ooo in June
1998, $55,945,ooo 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.

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 fiscal1999, the Ports Authority issued Series 1998B
bonds to refund the Ports Authority's outstanding
$24,8oo,ooo 1994 Junior Lien Revenue Bonds. The bonds,
issued at cost, consist of term bonds of $25,ooo,ooo
maturing on July 1, 2028. Interest is payable each January 1
and July 1 at variable rates, with a maximum rate of 18%. The

•

NOTES TO
FINANCIAL STATEMENTS
(continued)

4· LONG· TERM DEBT (continued)

Credit Agreement

interest rate at June 30, 2003 was 1.1%. The 1998B bonds
are generally redeemable prior to maturity on interest

During fiscal year 2001, the Ports Authority obtained a

payment dates with a 30 or 6o·day notice from the Ports

$1o,ooo,ooo revolving line of credit from a bank. Under the

Authority, depending on which interest rate applies at the

credit agreement, the Ports Authority and the lender will

time. Some interest rates require a no-call period during

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

which the bonds are not redeemable. Unamortized bond

payment dates for each advance at the time of such

issue costs at June 30, 2003 and 2002 were approximately

advance. The interest rate on the borrowings is not to

$341,000 and $354,000, respectively.

exceed the prime rate. Use of the borrowings is unrestricted

The 1998B bonds may also be subject to redemption at

and the borrowings are unsecured. The Ports Authority

the option of the Ports Authority without premium at any

borrowed approximately $422,000 against the line of credit

time as a whole at the principal amount thereof if the

in 2003, at LIBOR plus 1.25% (2.45% at June 30, 2003).

project, or any substantial portion thereof, is damaged or

Subsequent to June 30, 2003 the Ports Authority obtained

destroyed, or if any public authority condemns or exercises

additional borrowings of approximately $499,000 against

the power of eminent domain over the project.

the revolving line of credit. All borrowings are due July 31, 2004.

Borrowings and payments on long-term debt are as follows:
(In thousands)

1998B
Revenue Bonds
Balance June 30, 2002

$ 25,000

-

Borrowing
Pa:iments
Balance June 30, 2003

$ 2::!,000

1998
Revenue Bonds
$123,050

(2,672)

Other
Debt
$433

-

Credit
Agreement

Total

$-

$148.483

422
$ £122

1998
Revenue Bonds

Other
Debt

Credit
Agreement

$ 120.372

422
(2,~

(2:29)
$ 122

$ 1.!ti:226

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

1998B
Revenue Bonds
2004

$-

$422

Total

$ 2,785

$91

2005

2,905

91

$3,298
2,996

2006

3,025

17

3,042

2007

3,155

3,155

2008

3.330

3.330

Therafter

2.2_,000

102.2Z2

25,000

120,375

25,000

Plus unamortized bond p_remium
Total long-term debt

422

145.996

121,251

199

422

146,872

(2,785)

05)

$ 118,.!!66

$10.!1

8z6

876

Less current portion
Long-term portion

1~

199

$ 25,000

(2,88o)
$ .!!22

$1.!1.12.2.2

Interest cost incurred in 2003 and 2002 was approximately $6,604,000 and $6,6n,ooo, respectively. Interest of approximately
$8o2,ooo and $1,478,ooo was capitalized in 2003 and 2002, respectively, in connection with the construction of various
Port facilities.
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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, 2003 and 2002 consisted of (In thousands):

2002

2003
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

3.948
22,000
2,000

$

3.498
22,000
2,000

106,533

106,533

65
40,541
14,693

65

For Wando Welch Terminal Access Road
(Department of Highways and Public Transportation)
For BMW plant land purchase
For Daniel Island fill material recovery project
Capital contributed (b)

37.580
16,000

(817)

(817)

188,963

186,859

City of Charleston and Southern Railway

3,180

3,180

State Port Construction Fund (c)

1,653

1,653

344
303

344
303

$ 194.443

$ 192.339

Federal Grant for construction of Passenger Terminal
Federal Grant for rail rehabilitation
Total contributed capital

(a)

(b)

Contributions for general operations before 1959-60

The State of South Carolina has authorized funds for

include donations made by Charleston County and

improvement and expansion of Ports Authority facilities

the City of Charleston.

using the proceeds of State Capital Improvement Bonds

Includes rehabilitation costs incurred on the Port

issued by the state. The authorized funds are released as

Royal railroad track considered capital donations to

needed once approval to proceed on specific projects is

the owners of the track, Tangent Transportation, a

given by the Ports Authority Board and by the State Budget

Railways

and Control Board. The Ports Authority records these funds

Commission and certain costs incurred on behalf of

as additions to contributed capital when the funds are

the Town of Port Royal.

committed by the State Treasurer.

subsidiary

(c)

of

the

South

Carolina

Contributions to the State Port Construction Fund
were

received

primarily

from

the

Association of the Port of Charleston.

Maritime
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5· CONTRIBUTED CAPITAL AND PLANT EXPANSION (continued)
Net assets represent the difference between assets and liabilities.
The net assets at June 30, 2003 and 2002 were as follows (In thousands):

2002

2003
Invested in Capital Assets, Net of Related Debt:

$ 416,949

Net property, plant and equipment in service
Less: Revenue bonds payable

$

(146,251)

421,610
(148.972)

Other loans payable

(199)

(433)

Accounts payable for capital items

<sso>

(2,266)

269.949

269.939

]8,990

73,113

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

Unrestricted

2Z,101

$ ~0

27,05_7
$

370,109

6. COMMITMENTS

Construction

million for a total of $32.1 million in committed funding.

In addition to routine commitments for repairs and

Since 1957, the State has financially supported certain proj·

maintenance, the Ports Authority had commitments for

ects including terminal expansion and has provided the local

construction of approximately $14,10o,ooo at June 30, 2003.

share for previous harbor deepening projects. However, the

The Federal Water Resources Development Act of 1986

State has not committed any funds for the current project

authorized the deepening of Charleston Harbor to its present

beyond the $32.1 million previously mentioned, nor can

depth of 40 feet, a project that was substantially completed

there be any assurance as to any such commitment.

in 1994. The Federal government and the State of South

To facilitate payments to the Federal government for the

Carolina provided all of the funding for this $125 million project.

State's share of the Harbor Deepening Project and the Daniel

An Army Corps of Engineers study of Charleston Harbor

Island Fill Material Project, the Ports Authority established

completed in 1996 concluded that a further deepening of

two letter of credit arrangements with a regional bank. The

Charleston Harbor would lower transportation costs. Based

contracting Federal agency is authorized to draw against the

on the 1996 study, Congress in 1996 approved a channel

letters of credit for the State's share as construction

depth of 45 feet. The Army Corps of Engineers has estimated

progresses. During fiscal year 2003, the total credit issued

the total cost of this deepening project to be approximately

under the letters of credit was approximately $41.3 million. A

$148-4 million over a six-year period. Funding sources

total of $40 million has been drawn by the contracting

include

anticipated

approximately

$91.7

Federal
million

appropriations
and

a local

totaling
share

of

Federal agency leaving $1.3 million in available funds at June
30, 2003. The Ports Authority received corresponding

approximately $56.7 million. Of this local share, the Ports

reimbursement from State funds. There were no outstanding

Authority has received $8.1 million from the State of South

draws against the letters of credit as of June 30, 2003.

Carolina of unspent State funds previously appropriated for

In 1994, the Ports Authority purchased certain land in

the 1986 harbor deepening project. To meet the balance of

Greer, South Carolina, for a total cost of approximately $37

the local share of the project, the Ports Authority has

million. The purchase was funded by $5 million from the

requested $48.6 million from the State of South Carolina.

Ports Authority and the balance from the State of South

During fiscal year 1999, the State approved an additional $24

Carolina and related entities. The land purchase was the
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6. COMMITMENTS (continued)

result of a State effort that resulted in Bavarian Motor

property. If BMW should discontinue operations of the

Works ("BMW") locating an automobile manufacturing

facility, BMW is required to purchase the site from the Ports

facility in South Carolina. The Ports Authority entered into a

Authority at original cost. BMW can also elect to purchase

lease of the aforementioned land and land improvements

all or part of the land at any time during the lease term at

with BMW under a lease agreement that covers a 30-year

original cost.

period. BMW leases the land for $1 per year with an option

The Ports Authority and BMW have entered into a

to acquire the property at the end of the lease term for a

Service Agreement establishing a unit fee per each vehicle

price equal to the Ports Authority's original cost. BMW was

handled and stored by the Ports Authority. The term of the

required to build an automobile production facility on the

Service Agreement ends July 31, 2004.

7- RETIREMENT PLANS AND OTHER POST-RETIREMENT BENEFITS
Employees of the Ports Authority participate in the South

latest available) was 6% of the employee's salary.

Carolina Retirement System's employees retirement plan

Actuarially determined employer contribution rates for

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

SCRS, expressed as a percentage of compensation, for the

public employee retirement system. Substantially all

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

full-time permanent Ports Authority employees are required

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

to participate in SCRS. The payroll for employees covered by

2003 was approximately $2,253,000 from the Ports

SCRS for the year ended June 30, 2003 was approximately

Authority and approximately $1,701,000 from employees.

$29,846,ooo. The payroll for employees not covered by

The State of South Carolina's required contributions in

SCRS for the year ended June 30, 2003 was approximately

dollars (expressed in thousands) and the percentage of

$387,000.

those amounts contributed for the three latest available

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

years were as follows:

have 28 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

Fiscal Year Ended

Required

% Contributed

june 30,

2002

$190,306

100.00%

compensation is the employee's average salary over the

june 30,

2001

$184,853

100.00%

twelve highest consecutive quarters. Benefits are fully

june 30,

2000

$173,144

100.00%

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.

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

The South Carolina Retirement System issues a pub-

retirees' dependents are paid by the retirees. As a govern-

licly available Comprehensive Annual Financial Report that

mental entity the Ports Authority has the option to account

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

for postretirement benefits other than pensions using the
"pay as you go" or the "advance funding on an actuarially
determined basis" method. In accordance with GASB 12, the
Ports Authority has elected to follow the "pay as you go"
method and expenses costs as incurred. At June 30, 2003,
203 retirees were receiving benefits. The Ports Authority

Article X, Section 16 of the South Carolina Constitution

pays 100 percent of the cost of medical insurance premiums

requires that all State-operated retirement plans be funded

for the retirees. During the years ended June 30, 2003 and

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

2002, expenses for post-retirement health care benefits

Code of Laws (as amended) prescribes requirements

were approximately $77s,ooo and $724,000, respectively.

relating to membership, benefits, and employee/employer

The plan under which this benefit is provided may be

contributions for the plan. By law, employee contribution

terminated, amended or modified at any time at the sole

requirements for the fiscal year ended June 30, 2000 (the

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.

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, accounts and retainage payable,
credit agreement and other debt approximate fair value. At
June 30, 2003, the fair values of long·term debt were
estimated using discounted cash flows based on current

In 2003 and 2002, operating revenue recorded for

rates available to the Ports Authority for similar borrowing

facilitating agreements by the Ports Authority was

arrangements and the market rate of comparable traded

approximately

$n,o89,ooo and $65,766,ooo, respectively.

debt, as follows (in thousands):

The approximate total cost and related accumulated
and 2002 were:
(In thousands)

Cost
Accumulated depreciation

2003

2002

$425,470

$369,224

127,862

102,814

2002

2003

depreciation of facilities assigned to others at June 30, 2003

Revenue
Bonds
Payable

Carrying

Estimated

Carrying

Estimated

Value

Fair Value

Value

Fair Value

$148.375

$148,513

$148,050

$152,168

The above long·term debt is comprised principally of bonds
Minimum future operating revenue and rentals to be
received under noncancelable agreements as of June 30,
2003 were (in thousands):

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

Year Ending june 30

the proceeds of an issuance of similar bonds.

2004

$22,915

2005

14,178

2006

877

2007

471

In the ordinary course of business, the Ports Authority

2008

471

becomes involved in litigation, claims and administrative

Later years

2,994

proceedings. Certain litigation, claims and proceedings
were pending at June 30, 2003, and management intends to

Total minimum future operating revenue
and rentals to be received

10. LITIGATION

$41,906

vigorously defend the Ports Authority in such matters. While
the ultimate results cannot be predicted with certainty,
management does not expect these matters to have a
material adverse effect on the financial position of the
Ports Authority.
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11. OTHER MATTERS

Cooper River Bridge
In 1998, the Ports Authority consulted with its bond counsel

The Ports Authority Board contributed $8 million

concerning a request that the Ports Authority contribute to

during the year and another $8 million in July 2003 toward

the cost of a new bridge over the Cooper River at the Port of

the building of the new Cooper River Bridge. Additionally,

Charleston. By its opinion dated June 3, 1998, that firm

the Port Authority will pay $1,ooo,ooo per year beginning in

noted that no argument had been advanced that the bridge

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

would be a "Port Facility" within the meaning of the Ports

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

Authority Master Bond Resolution, and stated: "Under the

therefore has reduced the Ports Authority's net assets. This

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

transfer is not treated as a capital asset of the Ports

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

Authority and future payments are not recorded as a liability.

Revenues to a project outside of any port facility, such as
the Cooper River Bridge." On April13, 2001, the legal coun·

Department of Defense Appropriations Act for 2002

sel for the revenue bond underwriter advised the Ports

During the year, the Ports Authority received a grant from

Authority to a similar effect.

the Department ofTransportation, Maritime Administration

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

("DOT") (as an agent of the Transportation Security
Administration) for approximately $1.85 million to be used
for port security. During 2003, no amounts were received or
expended related to this grant. Subsequent to June 30,
2003, an additional grant for approximately $1.78 million
was received from the DOT for port security.

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.
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