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South Carolina State Ports Authority

(In thousands)

Years ended June 30),

1996 1995
ASSETS
Current assets:
Cash $ 2438 $ 1,519
Operating funds invested by the State Treasurer 8,214 9,701
10,652 11,220
Accounts receivable:
Trade, less allowance for doubttul accounts of $650 (1996) and $697 (1995) 10,387 9.572
Otber 267 213
Inventories 1,109 1,086
Prepaid and other current assets 2,603 1,872
Total current assets 25,018 23,963
Assets restricted by revenue bond covenants 27,959 21,252
Property and equipment, net 317,124 320,527
Unamortized bond issue costs 1,572 1,643
Total assets $371,673 $367.385
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South Carolina State Ports Authority

(In thousands)

Years ended June 30,

1996 1995

LIABILITIES AND CAPITALIZATION
Current liabilities payable from current assets:

Accounts payable $ 2439 $ 2,443

Accrued employee compensation and payroll-related withholdings and liabilities 2,096 1,998
Total current liabilities payable from current assets 4,535 4441
Current liabilities payable from restricted assets:

Current maturitics of long-term debt 1,043 984

Accounts payable, construction 287 1,154

Retainage payable on construction contracts 191 1606

Acerued interest payable 2,141 2,184
Total current liabilities payable from restricted assets 3,662 1,788
Long-term debt 86,338 87,341
Capitalization:

Contributed capital 173,896 171.100

Accumulated earnings reinvested in the business 103,242 99,715
Total capitalization 277,138 270.815
Total liabilities and capitalization $371,673 $367.385

S(’(’ (l(‘('()lllp(lll)'lllg notes.



South Carolina State Ports Authority

(In thousands)

Years ended June 30,

1996 1995
OPERATING REVENUE $ 62,254 $55,278
Operating expenses:
Direct operating expense 29,593 26,093
Administrative expense 11,708 11,341
Depreciation expense 14,671 12,234
55,972 19.668
OPERATING EARNINGS 6,282 5610
Nonoperating income (expense):
Interest income 1,747 1,520
Other income 487 471
[uterest expense (4,731) (1,166)
Other expense (258) (208)
(2,755) 617
Larnings reinvested in Port operations and facilities 3,527 6,227
Accumulated earnings reinvested in the business at beginning of year 99,715 93,188
Accumulated earnings reinvested in the business at end of year $103,242 $99.715

See (I(‘(‘()I)I])(Ill\'illg' notes.
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South Carolina State Ports Authority

(In thousands)

Years ended June 30,

1996 1995
OPERATING ACTIVITIES
Operating carnings $ 6282 $§ 50610
Adjustinents to reconcile operating earnings to net cash provided by operating activities:
Depreciation 14,671 12.234
Provision for doubtful accounts 800 750
Other earnings. net 229 263
Amortization 108 108
Gain on disposal of fixed assets (277) (85)
Changes in operating assets and liabilities:
Accounts receivable (1,668) (1.498)
Inventories (23) (150)
Prepaid and other current assets (731) 123
Accounts payable (4) 203
Payroll-related liabilities 98 228
Net cash provided by operating activities 19.485 17.786
INVESTING ACTIVITIES
Proceeds from sale of investments 6,976 26436
Purchases ol investments (5.448) (6,021
Interest on investnients 1,747 1.939
Net cash provided by investing activities 3,275 22.351
CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition and construction ol capital assets (11,352) (20.,940)
Change in retainage and construction accounts payable (1.142) (1.180)
Principal paid on revenue bonds (960) 915)
Principal paid on other debt 21 (+48)
Interest paid on revenue bonds (4,711) (5.133)
Interest paid on other debt (27) (42)
Capital contributed to State Railways Commission 9) (315)
Capital contributed [rom State of South Carolina 2,805 —
Proceeds [rom sale of fixed assets 324 116
Net cash (used in) capital and related financing activities (15,093) (31.863)
Net increase in cash and cash equivalents 7,667 8.271
Cash and cash equivalents at beginning of year 24,561 16,290
Cash and cash equivalents at end of year $ 32,231 $ 21,501
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South Carolina State Ports Authority

June 30, 1996

ORGANIZATION AND BASIS OF ACCOUNTING

The South Carolina State Ports Authority (“the Ports
Authority”) was created in 1942 by Act Number 626 of
the South Carolina General Assembly for the general
purposes of developing and improving the harbors and
seaports of Charleston, Georgetown and Beaufort for
the handling of waterborne commerce, and to [oster
and stimulate the shipment of freight and commerce
through these ports. The Ports Authority owns and is
responsible for the operation of seven ocean terniinals
at the ports of Charleston, Georgetown and Port Royal.
These facilities handle import and export containerized

and breakbulk cargoes.

The Ports Authority operates as a self-supporting gov-
ernmental enterprise and uses the accrual basis of
accounting applicable to governmental enterprise
funds. In accordance with Governmental Accounting
Standards Board (“GASB™) Statement No. 20, the Ports
Authority has elected to apply all Financial Accounting
Standards Board (“FASB”) Pronouncenients, except
those that contlict with or contradict GASB Pronounce-
ments. The Ports Authority has no stockholders or
equity holders and is direeted by a governing board
(*the Ports Authority Board™), whose members are
appointed by the Governor of South Carolina for
seven-year terms. The Ports Authority’s financial state-
ments are included in the State of South Carolina

general purpose financial stateinents.

CASH, INVESTMENTS AND POOLED
INVESTMENTS

The Ports Authority maintains cash balances and
pooled investments for operations and maintains cash,
investments, and pooled investments for debt service
and capital improvements. Funds are deposited in
banks and in pooled investment [unds maintained by
the State Ireasurer. Cash and pooled investments used
for operations are included on the balance sheet as
“Cash™ and “Operating funds invested by the State
Treasurer.” Cash and cash equivalents, investments

and pooled investments maintained in accordance

with revenue bond covenants are included on the
balance sheet as “Assets restricted by revenue hond

covenants.”

The State Treasurer invests in 1.5, government secu-
rities and agency obligations. The bond trustees in-
vest in government securities, repurchase agreements
and money market accounts collateralized by ULS.
government sccurities. These investments are carried
at cost plus acerued interest, which approxinates

market value.

At June 30. 1996 and 1995, the Ports Authority’s funds
held by banks as trustees totaled $6.380.000 and
$7.908.,000), respectively. The State Treasurer held
$28.450.000 and $21.769.,000 of the Port’s Anthority’s
funds at June 30, 1996 and 1995, respectively.

The Ports Authority’s total cash and investinents at
June 30, 1996 and 1995 were $38.611.000 and
$32.,472.000), respectively, at cost, which approximates
market value. Periodically cash on deposit in Federally
insured institutions exceeds the limit on insured depos-

its. and may not be specifically collateralized.

INVENTORIES
Inventories consist principally of maintenance parts
and supplics vahied at the lower ol average cost or

market.

PROPERTY AND DEPRECIATION

Property constructed or purchased is stated at cost.
Contributed property is stated at estimated fair value on
the date received. Interest is capitalized on major long-
term construction projeets and is depreciated over the

useful life of the related asset.

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

Land improvements 3 to 50 years

Buildings and structures 3 to H0 vears
Railroad tracks 20 to 25 vears
Terminal equipment 3 to 25 vears
Iurniture and fixtures 2 to 20 years



South Carolina State Ports Authority

Notes to the Financial Statements (continued)

USE OF ESTIMATES

The preparation of financial statements in conlormity
with generally accepted accounting principles re-
quires management (o make estimates and assump-
tions that affect the amounts reported in the linancial
statements and accompanying notes. Actual results

could differ from those estimates.

RISK MANAGEMENT

The Authority is exposed to various risks of loss related
(o torts: thelt of. damage to and destruction ol assets;
errors and omissions; injuries 1o employees and natural
disasters. The Authority has obtained commercial
insurance to cover the risk of these losses, including
workers” compensation and employee health and
aceident insurance. Settled claims resulting from these
risks have not exceeded commercial insurance cover-

age in any of the past three fiscal years.

CONCENTRATION OF CREDIT RISK

The Ports Authority provides services and facilities us-
age lor companies located throughout the world. Dur-
ing fiscal year 1990, one customer accounted for ap-
proximately 10% of the Authority’s revenues. The

Ports Authority perfornms ongoing credit evaluations

of its customers and generally operates under inter-

national laws, which may provide for a maritime lien
on vessels in the event of default on credit terms. The
Ports Authority maintains reserves lor potential credit

losses.

UNEMPLOYMENT COMPENSATION

The Ports Authority is liable under the South Carolina
Employment Security Law {or unemployment compen-
sation to its cmployees. The Ports Authority has eleeted
to reimburse the Employment Security Commission for
benelits paid by the Commission in connection with
claims. The Ports Authority records a liability for esti-

mated [uture unemployment compensation claims.

STATEMENTS OF CASH FLows

For purposes ol the statement of cash flows, the Ports
Authority considers all demand deposits and short-term
investments (including funds held by the State Trea-
surer and restricted funds, except Debt Service
l'unds, Debt Service Reserve Funds, the 1994 Con-
struetion Funds and the Wando Completion Fund)
purchased with an original maturity ol three months

or less to be cash equivalents.

o
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South Carolina State Ports Aduthority

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

1996 1995
Funds held by trustee relating to outstanding revenue bonds:
1994 Construction Fund $ - $  L778
1991 Debt Service und 3,309 3.198
1991 Debt Serviee Reserve Fund 3.071 2.927
Wando Completion Fund - 5
Total funds held by trustec 6,380 7.908
Cash and cash equivalents:
Capual Improvement Fund:
Cash 848 1,126
Funds invested by the State Treasurer 15,879 9,654
16,727 10.780
Capital Tmprovement Fund (Georgetown):
Funds invested by the State Treasurer 85 80
16,812 10.860
Depreciation Fund:
Cash 473 137
Funds invested by the State Treasurer 4,066 2,178
4,539 2.315
Other - State Port Construction lund:
Cash 22 13
Funds invested by the State Treasurer 206 150
228 169
Total cash and cash equivalents 21,579 13.344
Total assets restricted by revenue bond covenants $27,959 $21.252

The 1991 Debt Service Reserve Fund includes
$2,637.000 (1996 and 1995) invested in U.S. Govern-
ment debt securities considered held-to-maturity since
the Ports Authority has the intent and ability to do so.
The investment matures in September 1998 and is a
Category 3 investment as defined by GASB.

In connection with outstanding revenue bonds. (1) the
Ports Authority’s net revenues (defined as the portion of
revenues remaining after providing for the proper

operation and maintenance of facilities) are pledged for
payment of bond principal and interest, (2) a statutory
lien on the Ports Authority’s facilities exists and (3) the
Ports Authority is required to maintain Revenue Bond
Debt Service Funds, Revenue Bond Debt Serviee
Reserve Funds, a Revenue Bond Construetion Fund (for
unexpended revenue bond proceeds). a Capital
Improvement Fund (for improvement of Ports Authority
facilities). and a Depreciation Fund (for operating
equipment).



South Carolina State Ports Authority

Notes to the Financial Statements (continued)

GENERAL PROVISIONS REGARDING THESE

FUNDS ARE AS FOLLOWS!:

The assets of the Revenue Bond Debt Service Funds
and Revenue Bond Debt Service Reserve [unds are to
be used for the redemption of bonds and payment of
interest on the bonds. Additions to the Revenue Bond
Debt Service Funds are required from operating lunds
in amounts equal to the annual principal and interest
payments. Additions to the Reserve Funds are required
from operating funds when the Reserve Fund’s assets
are less than the sum of the largest annual interest pay-
ment for each issue ol revenue bonds outstanding.
When the assets of the Reserve Fund exceed the re-
quirements. the Ports Authority is permitted to use the
Reserve Fund investment income lor principal and in-
terest pavments and thereby reduce the amount of op-
erating funds required to he transferred to the Debt
Service l'und. Moneys in the Debt Serviee Reserve
Funds can be invested and reinvested in investments
collateralized by U.S. government or agency
obligations, with maturities consistent with the need

for moneys in the funds.

Additions to the Capital Improvement Fund and De-
preciation Fund are required in amounts equal to the
annual budget for facilities improvements and equip-
ment. Proceeds from the sale of real and personal
property also are required to he deposited to these
Funds. The Funds can be used for improvements,
betterments and extensions ol [acilities, restoration of
depreciated or obsolete property, operating equip-
ment, unforeseen contingencies, and payment of
principal or interest on outstanding honds if the as-
sets of the Debt Service or Debt Service Reserve
Funds are not sufficient to make such payments. Ma-
turities of investments in the Capital Tmprovement
Funds and Depreciation Funds are limited to a imaxi-

mum of five years and two years, respectively.

The assets of the State Port Construction Fund are
unexpended contributions to the Fund and net
harhbormaster fees required to be transferred to the
Fund. The assets are restricted lor improvements and

expansion of the Ports Authority [acilities,

Property and equipment consist of the following amounts at June 30, 1996 and 1995 (in thousands):

1996 1995

Land $117,622 $114.806
Land improvements 100,568 99,144
Buildings and structures 205,644 198.866
Railroad tracks 3,728 3144
Terminal cquipment 27,680 24,549
Furniture and fixtures 3,017 2.637
Capital projects in progress 10,250 15,777

468,509 458.923
Less aceunulated depreciation 151,385 138.396
Property and equipment, net $317,124 $320.527

LEASES

During 1996 and 1995, the Authority leased container handlers and other equipment under operating leases,

generally for a term ol 12 months or less. incurring expenses in the amount of $1,303.000 and $57:1.000, re-

speetively.

-
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South Carolina State Ports Authority

On December 19, 1991, the Authority legally defeased
$23.330,000 of outstanding 1982A and 1989 Series
bonds, of which $3.370,000 and $16,980,000, respec-
tively, is outstanding at June 30, 1996, with average
interest rates of 10.9% and 7.5%, respectively. The
Ports Authority used existing cash reserves to purchase
ULS. government securities. Those securities were de-
posited in an irrevocable trust with a bank as escrow
agent to provide for all future debt service payments on
the 1982A and 1989 Series bonds. As a result, the
1982A and 1989 bonds are considered to be defeased
and the liability for those bonds has been removed

from long-term debt.

Although the defeasance resulted in the recognition
of an accounting loss of $820,000 in fiscal 1992, the
Ports Authority in effect reduced its aggregate debt
service payments by approximately $6,540,000 over
the next seventeen years and obtained an economic
gain (difference between the present values of the old

and new debt service payments) of $1,520,000.

During fiscal 1992, the Ports Authority issued Series
1991 bonds to provide funds to finance a portion of the
cost of improvements and expansion (o its container
facilities at the Wando Welch Terminal. The bonds, 1s-
sued at a discount of $1.092.000, consist of serial bonds
totaling $17,895.000 maturing July 1., 2006; term bonds
of $11,130,000 maturing on July 1, 2011; and term
bonds of $36,700,000 maturing on July 1. 2021. The
bond discount and hbond issue costs are being amor-
tized using the straight-line method over thirty years,
the life of the bonds. Unamortized bond discount and
unamortized bond issue costs at June 30, 1996 were
$922.000 and $1.360,000. respectively. Interest is pay-
able each January I and July 1 at rates ranging tfrom

5.6% to 6.75%.

The Series 1991 Bands may generally be redeemed
prior to maturity. at the option of the Ports Authority,
or after July 1, 2001. The redemption prices as a per-
centage of principal amount are as follows (plus in-

terest accrued to dale):

Redemption Date Redemption
(Inclusive) Price
Julv 1, 2001 to June 30. 2002 102%
July L, 2002 to June 30, 2003 101
July 1, 2003 and therealter 100

The 1991 Bonds may also be subject to redemption at
the option of the Ports Authority without premium at
any time as a whole at the principal amount thereof if
the project. or any substantial portion thereof, is dam-
aged or destroyed, or if any public authority condemns
or exercises the power of eminent domain over the

project.

The Series 1991 Bonds, due July 1, 2011 and July 1,
2021, are subject to mandatory sinking fund redemp-
tion by lot on July I in each of the following vears and
will be redecmed at 100% of the principal amount plus

accrued interest at the redemption date (in thousands):

TERM BoNDsS DUE 2011

Year Amount
2007 $ 1,950
2008 2,080
2009 2.215
2010 2,365
2011 2.520

$11.130

TERM BoNDs DUE 2021

Year Amount
2012 $ 2.690
2013 2,870
2014 3,065
2015 3.270
2016 3.190
2017 3.725
2018 3.975
2019 1.245
2020 4.530
2021 4.840

$36,700




South Carolina State Ports Authority

Notes to the Financial Statements (continued)

During fiscal 1991, the Ports Authority issued Series maturity, at the option of the Ports Authority.

1994 Junior Lien Revenue Bonds to provide funds to e Porte Authorits o o )

- . . .. The Ports Authority is required to maintain an irre-

finance a portion of the cost of improvements and ex- i Y ) 9 o

. . . o ‘ , vocable letter of credit equal to the principal amount

pansion to its container facilities at the Wando Welch ) . .

Terminal. The bond < of term bond of the Series 1994 Bonds and accrued interest. The
erminal. The bonds consist of term bonds,

$25.000.000 maturing July 1, 2021, Bond issue costs

mncurred, totaling approximately $251.000, are being

letter of credit had an available balance of

$27.813.000 at June 30, 1996.

amortized using the straight-line method over fifteen The Series 1994 Bonds are subject to mandatory
vears and the balance at June 30, 1996 is $212,000. sinking fund redemption by lot on July 1 in each of the
Interest is payable at the beginning of cach month at a following years and will be redeemed at 100% of the
variable rate which was 3.25% at June 30. 1996. principal amount plus accrued interest at the redemp-

e . . tion date (in thousands):
The Series 1994 Bonds may be redeemed prior to ( )

Year Amount Year Amount Year  Amount
1998 $ 200 2007  $§ 500 2016 $1.100
1999 300 2008 600 2017 1.300
2000 300 2009 600 2018 1.400
2001 300 2010 700 2019 1.500
2002 300 2011 700 2020 1,600
2003 400 2012 800 2021 1.800
2004 400 2013 900 2022 1,900
2005 400 2014 1,000 2023 2.100
2006 500 2015 L,100 2024 2.300

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

1994 1991
Revenue Revenue Other
Bonds Bonds Debt Total
1997 $ - $ 1015 $ 28 1043
1998 200 1.070 228 1.498
1999 300 1.130 28 1,458
2000 300 1.200 29 1,529
2001 300 1.270 10 1.580
Therealter 23.900 57295 - 81.195
25,000 62.980 323 88.303
Less:
Current portion - 1,015 28 - 1.043
Unamortized bond discount - 922 - 922
Long-term portion $25.000 $61,043 $295 $36.338

Interest cost ineurred in 1996 and 1995 was $5.135,000 and $3.133.000, respectively. Interest of $:125.000 and
$3.592.000, net of related interest income of $0 and $:£19.000 was capitalized in 1996 and 1995, respectively, in

connection with the construction of the Wando Weleh Terminal.

PpREN
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South Carolina State Ports Authority

Contributed capital at June 30, 1996 and 1995 consisted of (in thousands):

1996 1995
State of South Carolina:
For general operations belore 1959-60 (a) $ 3498 $ 3,198
Proceeds from State Ports General Expansion Bonds 22,000 22.000
Proceeds [rom State Ports Grain Flevator Expansion Bonds 2,000 2,000
Proceeds from State Capital Improvement Bonds 106,533 106.533
lior Wando Welch Terminal Access Road (Department
of Highways and Public Transportation) 65 65
For BMW Plant Land Purcbase 34,805 32,000
Capital contributed to Tangent Transportation (b) (485) (476)
168416 165,620
City of Charleston and Southern Railway 3,180 3,180
State Port Construction Fund (c) 1,653 1,653
Federal Grant for construction of Passenger Terminal 344 344
Lederal Grant for rail rehabilitation 303 303
Total contributed capital $173,896 $171,100

(a) Contributions for general operations before 1959-
00 include donations made by Charleston County
and the City of Charleston.

(b) Rehabilitation costs incurred on the Port Royal
track are considered capital donations to the owners of
the track, Tangent Transportation. a subsidiary of the
South Carolina Railways Commission. Accordingly, the

Ports Authority has shown this as a reduction in capital.

(¢) Contributions to the State Port Construction Fund
were received primarily from the Maritime

Association of the Port of Charleston.

The State ol South Carolina has authorized funds for
improvement and expansion of Ports Authority facilities
using the proceeds ol State Capital Improvement Bonds
issued by the state. The authorized funds are released
as needed once approval (o proceed on specific projects
1s given by the Ports Authority Board and by the State
Budget and Control Board. The Ports Authority records
these funds as additions to contributed capital when

the funds are committed by the State Treasurer.

CONSTRUCTION

In addition to routine commitments for repairs and
maintenance, the Ports Authority had commitinents
for construction of approximately $1,544,000 at June

30. 1990.

The Federal Water Resources Development Act of
1980 authorized the deepening of Charleston Harbor
from its official 35-foot depth to an official 40-loot
depth for the inside channels and a 42-foot depth for
the entrance channel. This Federal project is ex-
peeted to be completed during 1997 and will cost ap-
proximately $64.3 million. This Act. which authorizes
construction ol 41 separate port deepening projects,
requires a local non-lLederal sponsor to share in the
cost ol each project. The non-Federal share of the
Charleston Harbor Deepening Project is estimated to
be $30 million. The state legislature has authorized
state general obligation bonds to payv the local non-
Federal share. The proceeds of these bonds will be

provided to the Ports Authority for the benelit of the




South Carolina State Ports Authority

Notes to the Financial Statements (continued)

contracting Federal ageney, and the State will repay
the principal and interest without charge to the Ports

Authority.

To facilitate payment to the Federal government in
connection with the maintenance ol disposal sites and
the State’s share of the Charleston Harbor Deepening
Project, the Ports Authority established letter of credit
arrangements with a regional bank. The contracting
Federal agency is authorized to draw against the letters
of credit for the State’s share as maintenance occurs
and construction progresses. The total available under
the letters of credit is $2,808,000 at June 30, 1996.
During 1996, $1,004,000 was drawn against the letters
ol credit of which $884.000 was reimbursed to the
Ports Authority from State [unds. There were no out-
standing draws against the letters ol credit at June 30,

1996.

In 1994, the Ports Authority purchased certain land
in Greer, South Carolina, for a total cost of approxi-
mately $37 million. The purchase was funded by $5
million from the Ports Authority and the balance

from the State ol South Carolina and related entities.

The land purchase was the result of a State effort that
resulted in Bavarian Motor Works (“"BMW™) locating an
automobile manufacturing facility in South Carolina.
The Ports Authority entered into a lease ol the afore-
mentioned land and land improvements with BMW
under a lease agreement that covers a 30-year period.
BMW leases the land lor $1 per year with an option to
acquire the property at the end of the lease term for a
price equal to the Ports Authority’s original cost. BMW
was required to build an automobile production facility
on the property. If BMW should discontinue operations
of the lacility, BMW is required to purchase the site
from the Ports Authority at original cost. BMW can also
elect to purchase all or part ol the land at any time dur-

ing the lease term at historical cost.

The Ports Authority and BMUW have entered into a
Service Agreement cstablishing a unit fee per each
vehicle handled and stored by the Ports Authority.
The term ol the Service Agreement ends July 31.

2004,

During 1994, the Ports Authority committed for busi-
ness purposes to invest $3,000,000 in connection
with the construction of an aquarium and parking
garage by the City of Charleston. In return for its
investment, the Ports Authority will be entitled to
one-third of the net cash flow (alter debt service} of
the parking garage. Construction on the facilities be-

gan during calendar year 1996.

Employees of the Ports Authority participate in the
South Carolina Retirement System’s employees retire-
ment plan (“PERS”). a delined benefit, cost-sharing,
multiple-employer, public employee retirenient system.
Substantially all full-time permanent Ports Authority
employees are required to participate in PERS. The
payroll for employees covered by PERS lor the year
ended June 30, 1996 was $10.478,000. The pavroll for
employees not covered by PERS [or the year ended
June 30, 1996 was $497,000.

Under PERS, employees who retire at or after age 65
or have 30 years of service are entitled to a retirement
benelit, pavable monthly for life, equal to 1.82% of av-
erage final compensation times years of credited ser-
vice. Final average compensation is the employee’s av-
erage salary over the twelve highest consecutive quar-
ters. Benefits are fully vested after five years of service.
Vested employees may retire at or alter age 55 and re-
ceive reduced retirement benefits. PERS also provides
death and disability benefits. Benefits are established

by state statute.

The employee and employer contribution rates are
actuarially determined for PERS. Employees are re-
quired by state statute to contribute 6 percent of an-
nual compensation, and the Ports Authority must
contrihute 7.55 percent of total payroll of covered
employcees for PERS. The total contribution for the
year ended June 30. 1996 was $1.244,000 from the
Ports Authority and $989,000 from employees.

An actuarial valuation is performed lor PERS annu-

ally. At the most recent valuation date, July 1, 1994,
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South Carolina State Ports Authority

the pension benefit obligation for retired and active
members was approximately $13.7 billion. The amor-
tized cost of assets of PERS was approximately $10.3
billion. The unfunded pension benetit obligation was
approximately $3.4 billion. The pension benefit obli-
gation is a standardized disclosure measure of the
present value of pension benefits, adjusted for the
effects of projected salary increases, estimated to be
payable in the [uture as a result of employee service
to date. The measure, which is an actuarial present
value of credited projected benetits, is intended to
help users assess PERS’s funding status on a going-
concern basis, asscss progress made in accumulating
sufficient assets to pay benefits when due, and make
comparisons among public employee retirement sys-
tems. PERS does not make separate measurements of
assets and benefits payable for individual employers.
The Ports Authority’s contribution represented less

than one percent of the total contributions to PERS.

'Ten-year historical trend information showing

PERS’s progress in accumulating sufficient assets to
pay benefits when due is presented in PERS’s June
30, 1994 Comprehensive Annual Financial Report.

In addition to pension henefits, the Ports Authority
provides post-retirement health care benefits to all
retirees, such benefits being the same as for active
emplovees except that the cost of medical insurance
premiiunis associated with retirees” dependents are
paid by the retirees. As a governmental entity the
Authority has the option to account for post-retire-
ment benefits other than pensions using the “pay as
you go” or the “advance funding on an actuarially
determined basis”™ method. In accordance with GASB
12, the Authority has elected to follow the “pay as
you go” method and expenses costs as incurred. At
June 30, 1996, 153 retirees were receiving benefits.
The Ports Authority pays 100 percent of the cost of
medical insurance premiums for the retirees. Fx-
penses for post-retirement medical insurance preini-
ums are recognized as paid by the Ports Authority.
During the years ended June 30, 1996 and 1995, ex-
penses for post-retirement health care benefits were
$317,000 and $301,000, respeetively. The plan under

which this benefit is provided may be terminated,

amended or modified at any time at the sole discre-

tion of the Ports Authority.

The Ports Authority has entered into agreements with
tenants whereby it assigns certain land areas and cer-
tain 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

()I)(’I"dtillg revenue when t‘élI'Ilt‘d.

In 1996 and 1995, operating revenue recorded for
facilitating agreements by the Ports Authority was

$37,081,000 and $33.292,000, respectively.

The approximate total cost and related accumulated
depreciation of facilities assigned to others at June 30,

1996 and 1995 were (in thousands):

1996 1995
Cost $200,786  $217,906
Acenmulated depreciation 58,228 55,455

Minimumn future operating revenue and rentals to be
received under noncancelable agreements as of June

30, 1996 were (in thousands):

Year Ending June 30
1997 $8.,303
1998 0,594
1999 3,406
2000 2,867
2001 409
Later years 1.418

Total minimum future operating

revenue and rentals to be received $23,027

The carrying value ol cash, operating funds invested by
the State Treasurer, assets restricted by revenue bond

covenants and accounts and retainage payable ap-




South Carolina State Ports Authority

Notes to the Financial Statements (continued)

proximate fair value. At June 30, 1996, the fair values
of long-term debt were estimated using discounted cash
flows based on current rates available to the Authority
for similar borrowing arrangements and the market

rate of comparable traded debt. as follows (in thou-

sands):
1996 1995
Carrying Estimated  Carrying  Fstimated
Value Fair Value  Value Fair Value

Debt $87381  $90,786 $88,325 $91.168

The above long-term debt is comprised principally of
honds issued to partially finance improvements and
expansion at the Wando Welch Terminal. These
bonds are considered private activity bonds and as
such, cannot be defeased with the proceeds of an is-

suance of similar bonds.

In the ordinary course of business, the Ports Authority
becomes jnvolved in litigatiow, claims and administra-
tive proceedings. Certain litigation, claims and proceed-
ings were pending at June 30. 1996, and management
intends to vigorously defend the Ports Authority in such
matters. While the ultimate results cannot be predicted
with certainty, management does not expect these mat-
ters to have a material adverse eflect on the financial

position of the Ports Authority.









