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To the Citizens, Governor, 
and Members of the South Carolina General Assembly 

It is my pleasure to transmit herewith the first Annual State Debt Report, which 
presents an overview and summary of South Carolina debt limitations, 
constraints and capacity. 

The information provided in this report is a part of our continuous efforts to 
furnish government officials, taxpayers and investors a transparent view of the 
state's long term financial obligations, borrowing capacity for the future, and 
compliance with the limitations imposed by our constitution and other laws. 

I am pleased to provide this comprehensive report. 
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Curtis M. Loftis, Jr. 
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An Overview and Sutmnary of 
South Carolina Debt Limitations, Constraints, and Capacity 

as of Decetnber 31, 201 0 

General Debt Provisions 

Under South Carolina law, the authorization for any public entity to undertake debt is 
rooted in the constitution and itnplemented through statute. Article X of the constitution 
provides that the state shall have the power to incur indebtedness in the following 
categories and in no others: 1) general obligation debt; and 2) indebtedness payable 
solely from a revenue producing project or from a special source not involving revenues 
from any tax. These provisions are impletnented by legislative act, and each enactment 
must contain provisions among others to allocate on an annual basis sufficient tax 
revenues to provide for the punctual payment of the principal of and interest on any 
general obligation debt. The constitution also provides that if at any time any paytnent 
due on any general obligation debt is not paid when it is due, the Comptroller General 
must levy and the State Treasurer must collect an ad valorem tax without limit as to rate 
or amount upon all taxable property in the state sufficient to tneet the payment of the 
principal and interest of the general obligation debt then due. 

General Obligation Debt 

Debt Limitations - Generally. Constitutional provisions generally limit maximum annual 
debt service to 5% of the general revenues 1 of the state for the latest completed fiscal year 
(excluding state highway bonds, state institution bonds, and tax and bond anticipation 
notes, all described below), and impose additional requirements that the debt may not be 
incurred except for a public purpose, and must tnature not later than 30 years from the 
time it is incurred. The constitution also provides that the 5% limitation may be reduced 
to 4% or increased to 7% by legislative enactment passed by a vote of 2/3 of the total 
membership of the Senate and a vote of 2/3 of the total metnbership of the House of 
Representatives. The General Assetnbly has on two occasions acted to increase the debt 
litnit under these provisions, to 5.50% in 2002 for the purpose of issuing econotnic 
development bonds, and to 6.00% in 2004 for the purpose of issuing research university 
infrastructure bonds, both of which are discussed in more detail below. 

The general assembly has authorized by enactlnent 5 classes of bonds subject to the 5% 
limitation: State School Bonds, for the purpose of constructing, improving, equipping, 
renovating and repairing of school buildings or other school facilities, or the cost of the 

1 General revenues are those tax revenues collected by the state in its general fund, including the individual and 
corporate income taxes, the sales tax, and more than twenty other classes of tax revenue, adjusted for certain 
amounts designated for specific statutory purposes. 
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acquisition of land whereon to construct or establish school facilities;2 State Capital 
llnprovement Bonds, authorized by Act 13 77 of 1968, as continued and amended for 
State capital projects generally, and specifically for capital projects for various 
institutions and agencies3

; State School Facilities Bonds for the purpose of assisting 
school districts to provide adequate educational facilities; 4 State Transportation 
Infrastructure Bonds, for highways and transit projects; and State Air Carrier Hub 
Terminal Facilities Bonds, to provide funds to pay a portion of the costs of acquiring land, 
constructing, enlarging, improving, extending, renovating, and equipping suitable air 
carrier hub tenninal facilities to be located in the State, and purchasing equipment, ground 
support equipment, machinery, special tools, maintenance, boarding facilities, and any and 
all additional necessary real or personal property for the operation of air carrier hub 
terminal facilities. 5 

The collective maximum annual debt service on these classes of bonds must not exceed 
the 5% limitation described above. As of December 31, 2010, the total amount of debt 
outstanding for these classes of debt was $791,835,000, with associated maximum annual 
debt service of $154,030,722, which was 2.94% of the total general revenues of the state 
of $5,229,533,497. Accordingly, the state was in compliance with the 5% constitutional 
limitation. 

The following chart reflects the total capacity or debt limit, the debt service constraint, 
remaining margin, and current year debt service for the state's general obligation bonds, 
excluding highway and state institution bonds. 
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2 The authorization provided in these provisions expired in 1991; however it may be renewed by subsequent 
legislation. 
3 Also subject to the fixed dollar amount prescribed by Act 1377 of 1968, as amended, all of which amount was 
exhausted in 2004. 
4 Also subject to a fixed dollar amount of$750,000,000, all of which amount was exhausted in 2004. 
5 Also subject to a fixed dollar amount of$50,000,000, all of which was exhausted in 2010. 
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The following chart reflects a history of debt service over the past 5 years for each of 
these classes of debt. 
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State Economic Development Bonds. The State Economic Development Bond Act 
authorizes the issuance of general obligation Economic Development Bonds to provide 
infrastructure for economic development within the State, including costs of land 
acquisition, site preparation, road and highway improvements, rail spur construction, 
water service, wastewater treatment, employee training, environmental mitigation, 
training and research facilities and necessary equipment, and buildings that are associated 
with an economic development project that includes air carrier hub terminal facilities (as 
defined under State law) or that are located on land that is owned by the State or one of 
its political subdivisions. Qualified projects must include (i) a total investment by the 
sponsor of at least $400 tnillion, and at least 400 new jobs must be created at the project 
by the sponsor, (ii) in the case of a Life Sciences Facility, a total investment by the 
sponsor of at least $100 million, and at least 200 new jobs must be created at the project 
by the sponsor, with annual cash compensation for those jobs of at least twice the State's 
average per capita income, (iii) tourism training infrastructure projects, or (iv) national 
and international convention and trade show centers. In addition to the limitation 
described above, maximum annual debt service on bonds issued under the Economic 
Development Bond Act must not exceed 0.50% of the general fund revenues of the state 
for the immediately preceding fiscal year. 

As of December 31, 2010, the total amount of economic development debt outstanding 
subject to the 0.50% limitation was $239,425,000, with associated maximum annual debt 
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service of $24,659,450, which was 0.47% of the total general revenues of the state of 
$5,229,533,497. Accordingly, the state was in cotnpliance with the 0.50% constitutional 
litnitation. Additionally, the total amount of debt outstanding subject to the 5.50% 
litnitation was $1,031,260,000, with associated maximum annual debt service of 
$177,549,999, which was 3.39% of the total general revenues of the state of 
$5,229,533.497. Accordingly, the state was in cotnpliance with the 5.50% litnitation. 

State Research University Infrastructure Bonds. The South Carolina Research University 
Infrastructure Act authorizes the issuance of general obligation Research University 
Infrastructure Bonds to advance economic development and create a knowledge-based 
economy, thereby increasing job opportunities, or to facilitate and increase externally 
funded research at the research universities, including land acquisition, acquisition or 
construction of buildings, equipment, furnishings, site preparation, road and highway 
improvements, and water and sewer infrastructure. In addition to the limitation described 
above, maxitnum annual debt service on bonds issued under the Research University 
Infrastructure Act tnust not exceed 0. 50% of the general fund revenues of the state for the 
immediately preceding fiscal year, further subject to a maximum amount of general 
obligation debt that may be outstanding at any one time of $250,000,000. 

As of December 31, 2010, the total amount of research university infrastructure debt 
outstanding subject to the 0.50% limitation was $172,585,000, with associated maximum 
annual debt service of $21,018,688, which was 0.40% of the total general revenues of the 
state of $5,229,533,497. Accordingly, the state was in compliance with the 0.50% 
constitutionallitnitation. Additionally, the total amount of debt outstanding subject to the 
6.00% litnitation was $1,203,845,000, with associated tnaximum annual debt service of 
$198,568,687, which was 3.80% of the total general revenues of the state of 
$5,229,533.497. Accordingly, the state was in compliance with the 6.00% limitation. A 
total of $222,635,000 of the $250,000,000 fixed dollar limitation had been issued; 
accordingly, the state was in compliance with the fixed dollar limitation. 
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The following charts reflect the total capacity or debt limit, the debt service constraint, 
remaining margin, and current year debt service for these classes of debt. 
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The following charts reflect a history of debt service over the past 5 years for these 
classes of debt. 
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Debt Not Subject to Lilnitation on Debt Service. In addition, general obligation debt 
authorized by two-thirds of the members of each House of the General Assetnbly, or by a 
majority vote of the qualified electors of the State voting in a referendum, is not subject 
to restriction or lilnitation other than any imposed in the authorization, and the 
requiretnent that it tnust tnature not later than 30 years frotn the time it is incurred. 

During a special session of the General Assembly in October, 2009, pursuant to the 
provisions described above, legislation was introduced and approved by 2/3 of the 
members of each House of the General Assembly authorizing the issuance of additional 
economic development bonds, with such additional bonds lilnited to a principal amount 
of general obligation debt not exceeding $170 tnillion at any time, provided that no more 
than a total of $170 million of proceeds may be used for any one project regardless of 
available capacity. Bonds issued pursuant to this provision are not subject to the 
limitations on debt service described above. 

The following table reflects the total capacity or debt limit, the debt service constraint, 
remaining tnargin, and current year debt service for this class of debt. 

Total 

Debt Class and Limitation Capacity 

Debt Type (Debt Limit) 

Fixed Principal Economic Development 170,000,000 

Debt Service 

Constraint 

(Maximum 

Annual Debt 

Service) 

Remaining Current Year 

Margin Debt Service ----=---
15,202,025 

Inasmuch as these bonds were authorized in 2009 and not issued until 2010, thete is no 
history of debt in this class for prior fiscal years. 

State Highway Bonds. The constitution further provides for the issuance of general 
obligation debt for highway purposes if the debt is additionally secured by a pledge of so 
tnuch of the revenues as designated by the General Assembly for state highway purposes 
from any and all taxes or licenses imposed upon individuals or vehicles for the privilege 
of using the public highways of the state. The maximum annual debt service on all State 
Highway Bonds must not exceed 15% of those sources of revenue for the imtnediate1y 
preceding fiscal year. Such amounts include certain user fees and taxes imposed on motor 
fuels and the motor vehicle license tax imposed upon the owners of motor and other 
vehicles. 

As of Decetnber 31, 2010, the total atnount of debt outstanding for state highway bonds 
was $478,760,000, with associated tnaxilnutn annual debt service of $60,996,779, which 
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was 9.76% of the total revenues designated for highway purposes of $624,858,294. 
Accordingly, the state was in compliance with the 15% constitutional limitation. 

The following chart reflects the total capacity or debt limit, the debt service constraint, 
remaining margin, and current year debt service for this class of debt. 
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The following chart reflects a history of debt service over the past 5 years for this class of 
debt. 
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State Institution Bonds. General obligation debt may be incurred for any state institution 
of higher learning designated by the General Assembly, i.e., State Institution Bonds, if 
the debt is additionally secured by a pledge of the revenues derived from the tuition fees 
received by the particular institution of higher learning for which the bonds are issued. 
Such bonds are authorized for permanent improvement and related purposes. The 
maximum annual debt service on issues of state institution bonds must not exceed 90% of 
the amounts received by the state institution from tuition fees for the immediately 
preceding fiscal year. 

As of December 31, 2010, each of the state institutions was in compliance with the 
constitutional limitation. 

The following chart reflects the total capacity or debt limit, the debt service constraint, 
remaining margin, and current year debt service for this class of debt. 

$25 

$20 

$15 

$10 

$5 

$0 

State Institution Debt Capacity Utilization 
(FY 2010-11, in millions) 

• Total Capacity 

• Margin 

11 

• Maximum Annual Debt Service 

• Current Year Debt Service 



The following table reflects a history of debt service over the past 5 years for this class of 
debt. 

Debt Service Last 5 Years (In Thousands) 

Debt Class and Limitation 

Debt Type 

State Institution Bonds 2010 2009 2008 2007 2006 

Citadel 254 252 254 457 456 
Clemson 5,994 5,994 5,986 6,021 4,795 
College of Charleston 502 490 488 485 482 
Coastal Carolina 1,419 1,425 1,435 872 614 
Francis Marion 152 152 143 
Lander 1,368 1,379 1,383 1,388 946 
SC State 2,724 2,731 2,730 862 267 
University of SC 11,912 11,265 11,260 10,963 6,771 
Winthrop 4,838 3,850 3,059 3,077 2,462 
MUSC 5,107 5,128 5,127 5,657 5,747 

Revenue Debt 

In addition to the general obligation debt above described, the General Assembly may 
authorize the State or any of its agencies, authorities or institutions to incur indebtedness 
for any public purpose payable solely from a revenue producing project or from a special 
source, which source does not involve revenues from any tax but may include fees paid 
for the use of any toll bridge, toll road or tunnel. Revenue debt is not generally subject to 
a debt service or fixed dollar limitation, with the exception of athletic revenue debt. 
Rather, rating agency and market/investor expectations dictate marketability, generally 
quantified by the ratio of the pledged revenue streatn to debt service. Most revenue debt 
will be expected to have a minimum coverage ratio of 1.2x debt service. The tnajor 
classes of these bonds and notes, the purposes for which they have been issued, the 
sources of payment, and amounts outstanding as of Decetnber 31, 2010 are described 
below. 

State Transportation Infrastructure Bank 
Auxiliary and Notes for Instutions of Higher Learning 
State Ports Authority 
State Education Assistance Authority 
MUSC Hospital 
Public Service Authority 
State Housing Finance and Development Authority 
Educational Facilities Authority 
Heritage Trust 
Tobacco Settlement Revenue Management Authority 

$2,137,720,000 
$732,839,000 

$98,511,000 
$894,700,000 * 
$490,091,000 

$4,595,190,000 
$819,384,000 
$357,587,000 

$16,030,000 
$120,653,000 

*As of November 30,2010 most of this amount has been assumed by the SC Student Loan Corp 

12 



State Transportation Infrastructure Revenue Bonds. The South Carolina Transportation 
Infrastructure Bank assists govermnental units and private entities in constructing and 
improving highway and transportation facilities necessary for public purposes, including 
economic development, by providing loans and other financial assistance. The Bank is 
authorized to issue revenue bonds for such purposes, which are payable fro1n System and 
Series Paytnents. Syste1n Payments include ·a pledge of State truck registration fees for 
the paytnent of the Bank's revenue bonds; however, that pledge is junior and subordinate 
to the pledge of the truck registration fees for all general obligation State Highway 
Bonds. Series Payments are payments which are payable to the South Carolina 
Transportation Infrastructure Bank pursuant to one or 1nore agreements executed between 
the Bank and any govermnental or private entity. At December 31, 2010, there was 
outstanding a total of$2,137,720,000 principal amount of such bonds. 

Auxiliary Revenue Bonds and Notes for Institutions of Higher Learning. Auxiliary 
revenue bonds are secured by and payable fro1n revenues derived fro1n student or user 
fees associated with the various auxiliary facilities at the particular institution of higher 
learning. The various types of revenue debt included are Higher Education Facilities 
Revenue, Student and Faculty Housing, Housing and Auxiliary Facilities, Plant 
llnprovement, Athletic Facilities, Auxiliary Facilities, Stadiu1n Improvement, and 
Parking Facilities Revenue Bonds and Notes. At December 31, 2010, there was 
outstanding a total of $732,839,000 principal a1nount of such bonds. 

State Ports Authority Revenue Bonds. State Ports Authority Revenue Bonds are payable 
from certain revenues generated at the South Carolina State Ports Authority's facilities. 
At June 30, 2010, there was outstanding a total of $98,511,000 principal amount of such 
bonds. 

State Education Assistance Authority Guaranteed Student Loan Revenue Bonds. The 
State Budget and Control Board, acting as the State Education Assistance Authority, is 
authorized to issue revenue bonds for the purpose of obtaining 1nonies to lend to South 
Carolina students pursuing courses in higher education. State Education Assistance 
Authority Guaranteed Student Loan Revenue Bonds are payable fro1n revenues derived 
by way of repayment of such students' loans, which loans are insured as provided in the 
Higher Education Act of 1965. At June 30, 2010, there was outstanding $894,700,000 
principal amount of such bonds, most of which a1nount had been assumed by the South 
Carolina Student Loan Corporation through a refinancing transaction effected November 
30, 2010. 

The Medical University of South Carolina Hospital Facilities Revenue Bonds. The 
Medical University Hospital Authority issues revenue bonds payable from revenues 
derived from the operation of the hospital facilities of The Medical University of South 
Carolina for the purpose of providing such facilities. At June 30, 2010, there was 
outstanding a total of $490,091,000 principal amount of such bonds. 
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South Carolina Public Service Authority Revenue Bonds. The South Carolina Public 
Service Authority, an autonomous State agency owning and operating electric generation 
and distribution facilities and wholesale water distribution facilities in certain counties in 
the State, issues revenue bonds payable solely from revenues derived by and from its 
operations. At June 30, 2010, there was outstanding $4,595,190,000 principal atnount of 
such bonds. 

State Housing Finance and Development Authority Revenue Bonds. The State Housing 
Finance and Development Authority provides financing for housing for qualifying 
persons of low to moderate income. Its bonds are payable from amounts received on 
loans tnade or mortgages purchased with bond proceeds. At June 30, 2010, there was 
outstanding $819,384,000 principal amount of such bonds. 

Educational Facilities Authority for Private Nonprofit Institutions of Higher Learning. 
The State Budget and Control Board, acting as the Educational Facilities Authority for 
Private Nonprofit Institutions of Higher Learning, is authorized to issue revenue bonds 
for the purpose of providing facilities for use by private, nonprofit institutions of higher 
learning. Such revenue bonds are payable solely from revenues derived from the leasing 
and sale of such facilities or loaning the proceeds of such bonds to such institutions. At 
June 30, 2010, there was outstanding $357,587,000 principal amount of such bonds. 

Heritage Trust Revenue Bonds. The board of the Department of Natural Resources, in its 
role as the trustee of the South Carolina Heritage Trust, acting through and in accordance 
with the terms of the Heritage Trust Program, is authorized to incur indebtedness to 
acquire, restore, improve, and manage additional properties suitable for inclusion in the 
Heritage Trust Program. Such indebtedness is secured by and payable from the revenues 
derived frotn that portion of the State deed recording fee dedicated to the Heritage Land 
Trust Fund. At December 31, 2010, there was outstanding $16,030,000 principal amount 
of such bonds. 

Tobacco Settletnent Asset-Backed Bonds. Pursuant to the Tobacco Settletnent Revenue 
Managetnent Authority Act, the State transferred to the Tobacco Settlement Revenue 
Management Authority all of its right, title, and interest in payments due to the State after 
June 30, 2001, under the Master Settlement Agreetnent, entered into atnong the 
participating cigarette manufacturers (the "PMs"), 46 states, and six other U.S. 
jurisdictions on November 23, 1998, in connection with the settlement of certain 
smoking-related litigation, including the State's rights to receive certain payments to be 
made by the PMs under the MSA. On March 18, 2001, the Authority issued 
$934,530,000 aggregate principal amount of Tobacco Settlement Asset-Backed Bonds 
pursuant to an indenture between the Authority and United States Trust Company of New 
York (subsequently acquired by The Bank of New York Mellon Trust Company, N.A.), 
as Trustee, dated as of March 1, 2001, and the Tobacco Settlement Revenue Management 
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Authority Act. On June 26, 2008, the Authority defeased a portion of the outstanding 
principal a1nount of the Series 200 1 Tobacco Bonds by depositing a portion of the 
proceeds of its $275,730,000 Tobacco Settletnent Revenue Asset-Backed Refunding 
Bonds, Series 2008, together with other available tnonies, with The Bank of New York 
Mellon Trust Company, N.A., as Trustee for the Series 2001 Tobacco Bonds, pursuant to 
the tenns of an irrevocable Escrow Agreement dated June 26, 2008, by and between the 
Authority and The Bank of New York Mellon Trust Company, N.A., as Trustee for the 
Series 2001 Tobacco Bonds. The Series 2008 Tobacco Bonds are secured by and 
payable fro1n the TSRs and all investment earnings on and a1nounts on deposit in certain 
accounts established under the Indenture. Tobacco bond payments are special obligations 
of the Authority payable from and secured entirely by TSRs. The Series 2008 Tobacco 
Bonds are not a debt of the State, and do not constitute a debt or a pledge of the faith and 
credit of the State. As of December 31, 2010, there was outstanding $120,653,000 
principal amount of such bonds. 

Lease Revenue Bonds. The State Budget and Control Board is etnpowered by certain 
legislative acts to issue lease and installment purchase revenue bonds. These bonds are 
payable fro1n the lease and installment purchase revenues provided by the facilities 
purchased with the proceeds of such bonds. As of December 31, 2010, there was 
outstanding $6,015,000 principal amount of such bonds. 

Debt History 

Not since 1879 has there been any default, actual or technical, on any bonded debt of the 
State. The only defaults that ever occurred took place during, or as a consequence of, the 
period of reconstruction following the Civil War. The General Assembly has for many 
years empowered the State Budget and Control Board to reduce expenditures authorized 
for each fiscal year if a deficit appears likely. Not since 1932 has there been any 
incurrence of debt from external sources to fund operating deficits of the State. 

For additional information, please contact Morgan A. O'Donnell, Program Manager, 
Debt Division, 122 Wade Hatnpton Office Building, Capitol Complex, Columbia, South 
Carolina 29201 (telephone: 803-734-1391; email: 1norgan.odonnell@sto.sc.gov). 

15 


