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State of South Carolina

Office of Comptroller General

1200 Senate Street
305 Wade Hampton Office Building
Columbia, South Carolina 29201

Telephone: (803) 734-2121
Fax: (803) 734-2064
RICHARD ECKSTROM, CPA E-Mail: cgoffice@cg.sc.gov NATHAN KAMINSKI, JR., Esq.
COMPTROLLER GENERAL CHIEF OF STAFF

November 15, 2007

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

I am pleased to present to the citizens of South Carolina this Comprehensive Annual Financial
Report for the State of South Carolina for the fiscal year ended June 30, 2007. The report provides
financial information about the State’s operations during the year and describes its financial position at
the end of the year. For the convenience of users, we have divided the report into three sections as
follows:

® The Introductory Section, containing this letter of transmittal; the Certificate of
Achievement for Excellence in Financial Reporting that we recently received for
our report as of June 30, 2006; a list of State officials; and an organizational chart
of State government.

® The Financial Section, including the report of the independent auditors,
management’s discussion and analysis, government-wide financial statements,
fund financial statements, required supplementary information, other combining
financial statements, and schedules.

® The Statistical Section, presenting comparative financial data and other non-
financial data.

Management assumes full responsibility for the completeness and reliability of the
information contained in this report, based upon a comprehensive framework of internal controls that
was established for this purpose. Because the cost of internal controls should not exceed the
anticipated benefits, the objective is to provide reasonable, rather than absolute, assurance that the
financial statements are free of any material misstatements.

The State Auditor and Clifton Gunderson LLP, an independent certified public accounting
firm, jointly performed an independent audit of the State’s basic financial statements for the fiscal year
ended June 30, 2007. The auditors have issued an unqualified opinion, the most favorable outcome of
the audit process.

This letter of transmittal is designed to complement management’s discussion and analysis
that immediately follows the report of the independent auditors.
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PROFILE OF THE GOVERNMENT

South Carolina extends from the Atlantic Ocean westward to the Blue Ridge Mountains,
containing over 30,000 square miles. Fortieth in geographic area among the fifty states, South
Carolina ranks twenty-fifth in population with approximately 4.3 million citizens.

As shown in the organization chart on page 17, State government is divided into three separate
branches: legislative, executive, and judicial. The State’s citizens elect the legislative and executive
branch officials. The General Assembly elects certain members of the judicial branch, including the
Supreme Court. The principal State officials currently in office are listed on page 16.

State government provides a full range of services to South Carolina’s citizens including
educational, health, social/human, transportation, public safety, regulatory, and conservation/natural
resources services. In addition, the State provides grants and loans to assist local governments,
including school districts, within its borders.

Certain legally separate entities are included in these financial statements because they
function, in essence, as part of State government. The Governor appoints the governing boards for the
Public Service Authority, a public utility company, and the State Ports Authority. The Connector
2000 Association, Inc. assists the State’s Department of Transportation on a toll road project. The
Lottery Commission transfers its net proceeds to the State for educational programs. Other entities
benefit and support institutions of higher education, provide medical malpractice insurance, and
address medical and educational needs of South Carolina’s children. Additional information on these
legally separate entities can be found in the notes to the financial statements.

South Carolina’s annual Appropriations Act includes legally adopted budgets for the
Budgetary General Fund and for Total Funds. The initial budget appears in the annual Appropriations
Act. After the budget year begins, the State Budget and Control Board, comprised of five key
executive and legislative officials, may order spending cuts if revenue collections fail to reach
predicted levels. Departments and agencies may request transfers of appropriations among programs
if the transfer request does not exceed 20% of the program budget. The Budget and Control Board has
the authority to approve additional transfers of appropriations between personal service and other
operating expense accounts. For additional information, see the notes to the required supplementary
information - budgetary.

STATE ECONOMY

South Carolina historically has been a diverse manufacturing state; however, the State’s
economic base has undergone a gradual transition to other sectors such as trade, health care, services,
and durable goods manufacturing. Businesses have migrated here from all over the world to take
advantage of the State’s skilled labor force, competitive wages, lower-priced land, excellent port
facilities, and accessibility to markets, and in recent years, substantial tax incentives.

Overall, South Carolina continues to post strong job growth with total employment up 33,100
jobs, a gain of 1.7% over the last twelve months. Although manufacturing still plays a big role in the
State’s economy, South Carolina’s economic base has become more diversified including growth in
leisure and hospitality, retail trade and service. Employment in the State’s manufacturing sector has
been declining and now represents only about 14%, a decrease from 16% over the past five years.
Non-durable goods manufacturing, primarily related to the textile and apparel industry, has seen the
greatest decline over the past five years. Offsetting these declines was growth in the manufacturing of
other goods, such as the production of transportation equipment, fabricated metals, and chemicals.
The strongest employment gains have been in the State’s service sector which has risen from 34% of
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total employment to 37% during the past five years. This sector, fueled by tourism, educational, and
healthcare industries has contributed to a more diversified overall employment base and improved
income levels.

Although the State’s unemployment rate is higher than the national average, the State has
experienced growth in its labor force. As the State’s economy has continued to generate jobs, the
jobless rate has fallen from 6.8% for the calendar year 2005 to 6.5% for the calendar year 2006.
However, because the size of the labor force had been growing at approximately the same pace as total
employment, the unemployment rate has not decreased substantially. Beginning in calendar year 2006
and continuing into 2007, the rapid influx of new job seekers slowed, resulting in a decrease in the
unemployment rate.

SC Economic Sectors
From 2002 to 2006
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Per Capita Personal Income Growth
From 2002 to 2006
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South Carolina’s per capita income for 2006 increased to $29,688, or 5.2% over 2005.
Although the 2006 increase was below the national (6.2%) and southeastern states (6.6%) growth
rates, it ranked as the highest per capita personal income growth rate for the State in the last five years.

South Carolina’s population at July 1, 2006, was 4.3 million. The State’s rate of population
growth is presently the fourteenth fastest in the nation.

For the calendar year 2006, the South Carolina Department of Commerce reported
$2.99 billion in new capital investment that is expected to create about 14,000 new jobs. The State’s
rural communities will benefit from this growth with nearly 30% of the newly created jobs being
located in rural communities.

LONG-TERM FINANCIAL PLANNING

Beginning with fiscal year 2005-2006, State law requires agencies receiving 1% or more of
the total annual General Fund appropriations to provide an estimate of their general fund expenditures
for the next three fiscal years. The State Budget Office combines these expenditure estimates with
long-term revenue estimates made by the State’s Board of Economic Advisors (BEA) to create a three-
year financial plan. The three-year financial plan will assist the State in strategically assessing its
future financial commitments. The plan is updated annually and provided to the State’s Budget and
Control Board, the Speaker of the House of Representatives, and the President Pro Tempore of the
Senate during the second quarter of each fiscal year.

Principal financial challenges facing state government include anticipated future spending
increases for Medicaid, State retirement and health benefits (including post employment benefits), and
elementary and secondary education.

The State’s long-term financial management practices include a five—year capital
improvement plan, which requires funding to be in place before beginning construction on any capital
improvement projects.
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RELEVANT FINANCIAL POLICIES

The State’s legislature is required to adopt a balanced budget annually based on revenue
projections provided by the BEA. State law requires the BEA to meet at least quarterly to review how
actual revenue collections compare with its earlier projections, and to adjust its projections if
necessary. If the BEA reduces revenue projections significantly once the budget year begins, the
State’s Budget and Control Board is responsible for taking appropriate action to keep the State’s
budget in balance. If the Board anticipates a year-end operating deficit as a result of the BEA
reducing its revenue projections, it must first reduce amounts set-aside in the Annual Appropriations
Act for the 2% Capital Reserve. If the anticipated deficit is greater than the 2% Capital Reserve, then
the Board must reduce most agency appropriations evenly across-the-board. The State also is required
to maintain a 3% General Reserve that can be used only for eliminating a year-end operating deficit.
If the State’s budgetary General Fund subsequently experiences a year-end operating deficit even after
applying all the actions described above, the Board is required to meet within sixty days of August 31
to adopt a plan to liquidate the deficit.

Legislation also exists directing that in closing the books each year the Comptroller General
shall suspend, to the extent necessary, any budgetary surplus appropriations in a general or
supplemental act or Capital Reserve appropriations, if the State’s GAAP-basis General Fund reports a
negative unreserved fund balance.

The State’s General Fund experienced a budgetary operating surplus and a positive GAAP
unreserved fund balance for the fiscal year ended June 30, 2007. Therefore, no appropriation
reductions were necessary.

MAJOR INITIATIVES

Finance and Budgeting

The General Assembly made tax relief a priority again this year by approving a budget for
fiscal year 2007-2008 that includes $221 million in tax relief. The tax relief will be applied
principally to reduce homeowner property taxes. Also, the tax rate imposed on the lowest bracket of
taxable income for individuals is being reduced from 2.5 percent to zero percent, effective for taxable
years beginning after 2006. In addition, certain groceries were exempted from sales tax beginning
November 1, 2007.

The 2007-2008 Appropriations Act includes a 3% pay raise for state employees, a cost of
living adjustment for public retirees, and funding for increased health insurance costs to avoid
increasing premiums to subscribers.

Reforms

The General Assembly agreed on a plan to reform the South Carolina Department of
Transportation. Reforms include establishing qualifications and requiring screening for
Commissioners, creating a Secretary of Transportation appointed by the governor, providing for ethics
training for employees, creating the position of chief internal auditor who reports directly to the
Commission, requiring compliance and performance audits by external parties, and mandating
objective criteria to prioritize road projects.

The State reformed the workers’ compensation system through legislation that establishes new
requirements for proving claims using expert medical testimony and increases penalties for making
fraudulent claims.

10
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Business and Economic Development

The General Assembly approved a joint resolution that creates the South Carolina Broadband
Technology and Communications Study Committee to examine opportunities for providing all South
Carolinians with affordable high-speed Internet access and other broadband products and services
critical for economic development and educational advancement.

The “Omnibus Coastal Property Insurance Reform Act of 2007 was signed into law which
addresses the recent scarcity of affordable insurance for homes located along the South Carolina coast.
This comprehensive legislation provides, among other things, for a state tax deduction for a
contribution by a homeowner to a Catastrophe Savings Account to cover deductibles and self-insured
losses under residential property insurance policies for floods and catastrophic windstorm events. This
law also contains provisions for certain tax credits for 1) homeowner insurance premium costs for
flood and windstorm policies; 2) costs for retrofitting residences to make them more storm resistant;
and 3) a nonrefundable credit against the premium tax for insurers providing full property and casualty
coverage, including wind and hail, to property owners in the coastal area.

Education

The 2007-2008 Appropriations Act provides an additional $94 million to fully fund the
Education Finance Act. Other important legislation in support of education includes the enactment of
the South Carolina Virtual School Program (which expands educational opportunities by using
computer technology), school bus safety reforms, scholarship enhancements for students majoring in
science or mathematics, and funding to provide nurses in every elementary school.

Energy Conservation

The State encourages renewable energy infrastructure through programs that award grants and
provide low interest loans for building production facilities that produce energy through biomass,
solar, or wind resources. The newly-approved South Carolina Hydrogen Infrastructure Development
Act promotes the growth of hydrogen and fuel cell technologies, and the Energy Freedom and Rural
Development Act provides tax credits, rebates, and incentives to encourage biomass fuel development
and use. The Energy Independence and Sustainable Construction Act of 2007 establishes standards
for “green buildings” for construction and renovation projects by the State.

AWARDS AND ACKNOWLEDGMENTS

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the State of South
Carolina for its Comprehensive Annual Financial Report (CAFR) for the fiscal year ended
June 30, 2006. This was the nineteenth consecutive year that the State of South Carolina has achieved
this recognition. In order to be awarded a Certificate of Achievement, a government must publish a
timely, easily readable, and efficiently organized CAFR. The CAFR must comply with both generally
accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current CAFR continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.

11
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Production of the CAFR was made possible only by the support of all State agencies and
component units that supplied financial data to our office on a timely basis. We extend special
appreciation to Mr. Larry Pearce, Director of Publications and Printing at the University of South
Carolina, for providing the CAFR’s attractive cover.

Sincerely,

it e

Richard Eckstrom, CPA
Comptroller General
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Principal State Officials

LEGISLATIVE—THE GENERAL ASSEMBLY

André Bauer, President of the Senate and Lieutenant Governor
Glenn F. McConnell, President Pro Tempore of the Senate
Robert W. Harrell, Jr., Speaker, House of Representatives

EXECUTIVE

STATE BUDGET AND CONTROL BOARD

Marshall (Mark) Clement Sanford, Jr., Chairman, Governor
Converse Chellis, State Treasurer

Richard Eckstrom, Comptroller General

Hugh K. Leatherman, Sr., Chairman, Senate Finance Committee
Daniel T. Cooper, Chairman, House Ways and Means Committee

Mark Hammond, Secretary of State

Henry McMaster, Attorney General

James Rex, State Superintendent of Education
Major General Stanhope S. Spears, Adjutant General
Hugh E. Weathers, Commissioner of Agriculture

JUDICIAL
Jean H. Toal, Chief Justice, Supreme Court

The State’s citizens elect the legislative and executive branch officials named above. The General Assembly elects
certain members of the judicial branch, including the Supreme Court.
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State of South Carolina Clifton
Vi Gunderson LLP

Certified Public Accountants & Consultants

Office of the State Auditor

Independent Auditor’s Report

The Honorable Mark Sanford, Governor
and Members of the General Assembly
State of South Carolina

Columbia, South Carolina

We have jointly audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the State of South Carolina (the State), as of and for the
year ended June 30, 2007, which collectively comprise the State’s basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the State’s management.
Our responsibility is to express opinions on these financial statements based on our audit. We did
not jointly audit the financial statements of certain agencies and component units of the State of
South Carolina, which represent the indicated percent of total assets and total revenues as presented
in the table below. Those financial statements were audited by other auditors whose reports have
been furnished to us, and our opinion, insofar as it related to the amounts included for those agencies
and component units, is based solely on the reports of the other auditors.

Percentage audited by
other auditors

Total Total
Assets Revenue
Government-wide
Governmental activities 65 19
Business-type activities 96 80
Component units 100 100
Fund Statements
Governmental Funds 24 11
Enterprise Funds 96 80
Internal Service Funds 82 92
Fiduciary Funds 99 100

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to the financial audits contained in Government
Auditing Standards, issued by the Comptroller General of 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. The financial statements of the discretely presented
component units identified in Note 1(a) were not audited in accordance with Government Auditing
Standards, issued by the Comptroller General of the United States. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements.
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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
audit and the reports of other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred
to in paragraph one present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented component
units, each major fund, and the aggregate remaining fund information of the State of South Carolina
as of June 30, 2007, and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November
15, 2007 on our consideration of the State’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in assessing the results of our audit.

The management’s discussion and analysis and required supplementary information, listed in the
accompanying table of contents, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States
of America. We and the other auditors have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of
the required supplementary information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the State’s basic financial statements. The introductory section, supplementary
information to the financial statements and the statistical section as listed in the accompanying table
of contents are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The supplementary information to the financial statements has been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole. The
introductory section and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on
them.

. A

Columbia, South Carolina Baltimore, Maryland
November 15, 2007 November 15, 2007
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Management’s Discussion and Analysis

In this section of the State of South Carolina’s annual report, we provide a narrative overview and analysis of the State’s
financial performance for its accounting year (fiscal year) that ended June 30, 2007. Please read it together with (1) the
Comptroller’s Letter of Transmittal at the front of this report and (2) the financial statements, which follow this section.

Overview of the Financial Statements

This discussion and analysis provides an introduction to the State of South Carolina’s basic financial statements, which
include the following parts: (1) government-wide financial statements, (2) fund financial statements, (3) component unit
financial statements, and (4) notes to the financial statements. This annual report also contains certain required
supplementary information and other supplementary information.

Government-wide Financial Statements

The government-wide statements present a long-term view of the State’s finances as a whole, using accrual-basis
accounting—the same accounting methods that most businesses use. The basic government-wide financial statements are
presented on pages 36 through 41 of this report.

There are two government-wide financial statements:

Statement of net assets: This statement presents information on all of the State’s assets and liabilities, both short-term
(current) and long-term (non-current). In addition, the statement reports the difference between assets and liabilities as net
assets. Over time, the comparison of net assets to liabilities may indicate whether the State’s financial health is strengthening
or weakening. However, the statement of net assets does not tell the whole story. To assess the State’s overall financial
health, you would also need to consider factors such as the State’s economy and the condition of its capital assets such as its
buildings and infrastructure (roads and bridges).

Statement of activities: This statement presents information showing how the State’s overall net assets changed during
the year. The State reports a change in its net assets as soon as an underlying event occurs that would cause a change. The
statement of activities accounts for all current-year revenues and expenses, regardless of when the State received or paid
cash. Although governments compile the statement of activities using accounting methods similar to businesses, the format
of this statement is quite different from the format of a business’s income statement. The statement of activities can help to
show how much it costs the State to provide various services. It also can help to show the extent to which each government
function covers its own costs through user fees, charges, or grants. The net revenue (expense) column on the far right of this
statement page 40 shows how much a particular function relies on taxes and other general revenues to finance its programs.

The government-wide statements present three different kinds of activities:

Governmental activities: Most of the State’s basic services are included here, such as general government, education,
health and environment, social services, administration of justice, and transportation. Taxes (primarily income and sales
taxes) and federal grants finance most of these services.

Business-type activities: These activities usually recover all, or a significant portion, of the costs of their services or
goods by charging fees to customers. Higher education (State-supported colleges and universities), unemployment
compensation benefits, financing of housing facilities, and financing of student loans are the most significant of South
Carolina’s business-type activities.

Component units:  Although component units are legally separate from the State, the State’s elected officials are
financially accountable for them. The Public Service Authority (Santee-Cooper, an electric utility company), the State Ports
Authority, the Connector 2000 Association, Inc. (which operates the Southern Connector, a toll road), and the Lottery
Commission are the State’s major component units. Some financial information for these component units is included in this
report. You also can obtain complete financial statements for these component units from their respective administrative
offices (see Note 1a of the notes to the financial statements).

Fund Financial Statements

The fund financial statements on pages 42 through 65 of this report provide detailed information about the State’s most
significant funds—not the State as a whole. Funds are accounting designations that the State uses to track specific funding
sources and spending for particular purposes. South Carolina, like other governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. The State reports three types of funds:
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Governmental funds: The State reports most of its basic services in governmental funds. Governmental funds account
for activities that the State reports as governmental activities in its government-wide statements. These funds focus on short-
term inflows and outflows of expendable resources. The balances remaining at the end of the year help determine whether a
fund has more or less financial resources available to spend in the near future. Because the governmental fund statements
lack the additional long-term focus of the government-wide statements, we provide a reconciliation that explains the
relationship (or differences) between the two kinds of statements. By comparing the two kinds of statements and examining
the reconciliation, you may better understand the long-term impact of the State’s near-term financing decisions.

The basic governmental fund statements are on pages 42 through 49 of this report.

Proprietary funds: Proprietary funds charge customers for the services they provide—whether they are outside
customers (enterprise funds) or other State agencies and other governments (internal service funds). Proprietary funds use
the accrual basis of accounting like businesses use. The State reports all of its enterprise funds (proprietary funds providing
services to outside customers) as business-type activities in the government-wide statements. However, because our internal
service fund operations primarily benefit other State agencies or other governments, these proprietary funds are included as
governmental activities in the government-wide financial statements.

The basic proprietary fund statements are on pages 50 through 63 of this report.

Fiduciary funds: The State is the trustee, or fiduciary, for its employees’ retirement plans. The State also is responsible
for other assets that, because of a trust agreement, it is to use only for trust beneficiaries such as an investment pool operated
on behalf of local governments. We exclude these activities from the State’s government-wide financial statements because
the State is not to use these assets to finance its operations. The State has an obligation to ensure that the net assets it reports
in fiduciary funds are used for their intended purposes.

The basic fiduciary fund statements are on pages 64 and 65 of this report.

Component Unit Financial Statements

The Government-wide Financial Statements section on the preceding page identifies the State’s major component units
under the Component units subheading. More detailed financial statements which include these component units are on
pages 66 through 69 of this report.

Notes to the Financial Statements

Immediately following the financial statements are notes that help explain some of the information in the financial
statements and provide more detailed data. The notes on pages 73 through 138 are necessary to fully understand the
financial statements.

Required Supplementary Information

This section addresses budgetary matters and provides certain required reporting information that supplements the basic
financial statements. Included in this section is a schedule that compares the State’s legally adopted General Fund budget
with actual revenues collected and expenditures paid for the year. Note 5 to the required supplementary information is a
reconciliation that helps explain differences between the changes in fund balance of certain funds when presented on the
budgetary-basis and the changes in fund balance of these funds when presented on the GAAP-basis as reported in the
governmental fund statements. This required supplementary information is on pages 140 through 145 of this report.
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Government-wide Financial Analysis

Exhibits 1 and 2 summarize the State’s overall financial position and results of operations for the past two years based
on information included in the government-wide financial statements.

Exhibit 1
Government-wide Net Assets
As of June 30, 2007, with Restated Comparative Data as of June 30, 2006
(Expressed in Thousands)

Total

Governmental Business-type Totals— Percentage
Activities Activities Primary Government Change
2007 2006 2007 2006 2007 2006 2006-2007
Assets
Current and other assets.... . $ 9,770,290 $ 8,874,046 $ 5,241,492 $ 4,876,142 $ 15,011,782 $ 13,750,188 9.2%
Capital assets. 13,393,469 13,047,645 3,538,949 3,174,806 16,932,418 16,222,451 4.4%
Total @SSetS.....cevvirviiiiecieeeeeeeee 23,163,759 21,921,691 8,780,441 8,050,948 31,944,200 29,972,639 6.6%
Liabilities
Long-term liabilities..............ocoovrvriiiinine 5,233,071 5,178,649 3,758,680 3,476,631 8,991,751 8,655,280 3.9%
Other liabilities.... 4,122,957 3,836,837 887,398 905,140 5,010,355 4,741,977 5.7%
Total liabilities 9,356,028 9,015,486 4,646,078 4,381,771 14,002,106 13,397,257 4.5%
Net Assets
Invested in capital assets, net of debt......... 9,706,055 9,371,744 2,133,862 1,973,060 11,839,917 11,344,804 4.4%
Restricted........cooceiiieiiiiis 3,498,173 3,089,099 1,406,468 1,253,359 4,904,641 4,342,458 12.9%
Unrestricted.... . 603,503 445,362 594,033 442,758 1,197,536 888,120 34.8%
Total Net assets.........cooorininincinniinns $ 13,807,731 $ 12,906,205 $ 4,134,363 $ 3,669,177 $ 17,942,094 $ 16,575,382 8.2%
Net Assets

As we noted earlier, the comparison of net assets to liabilities may serve, over time, as a useful indicator of the State’s
financial strength. At the end of the 2006-2007 accounting year, the State’s net assets totaled $17.942 billion.

The largest portion of the State’s net assets reflects its investment in capital assets (for example, buildings, roads, and
bridges), less any related debt used to acquire those assets that is still outstanding. The State uses these capital assets to
provide services to citizens; consequently, they are not available for future spending. Further, the State cannot sell the
capital assets themselves to repay the related debt because it needs the assets for its operations; so it must find other
resources to repay the debt.

Restricted net assets generally are available for future spending but are subject to external restrictions, such as bond
covenants, federal government grant restrictions, or restrictions imposed by enabling State legislation or through State
constitutional provisions. The State’s largest restricted balances include capital improvement bond proceeds (restricted for
various capital projects), and loan program funds (restricted primarily for local government water and sewer projects).

Unrestricted net assets—resources available for future spending without restrictions—reported a balance of $1.198
billion at June 30, 2007. This represents an improvement of $309.416 million over the prior year. Much of this
improvement resulted from a $158.141 million increase in the unrestricted net assets reported for the State’s governmental
activities, which reported a $603.503 million balance in unrestricted net assets for the current fiscal year versus a
$445.362 million balance in the prior year.

The State’s business-type activities also reported a $594.033 million unrestricted net asset balance. This resulted from
net positive balances of $830.380 million associated with higher education and certain other business-type activities.
However, that positive balance was partially offset by a $208.165 million accumulated deficit in the State-run medical
malpractice insurance program and a $28.182 million accumulated deficit in the State-run college tuition prepayment
program.
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Exhibit 2
Government-wide Changes in Net Assets
For the Fiscal Year Ended June 30, 2007, with Restated Comparative Data for the Fiscal Year Ended June 30, 2006°
(Expressed in Thousands)

Total
Governmental Business-type Totals— Percentage
Activities Activities Primary Government Change
2007 2006 2007 2006 2007 2006 2006-2007
Revenues
Programrevenues:
Charges for Services..........covnvnneciniceinienene, $ 2,071,357 $ 2003181 $ 3,614,333 $ 3415687 $ 5685690 $ 5418868 4.9%
Operating grants and contributions. 5,848,554 5,773,902 577,625 478,462 6,426,179 6,252,364 2.8%
Capital grants and contributions 503,633 621,512 86,807 74,224 590,440 695,736 (15.1%)
General revenues:
Individual INCOME taX.......cccvrerrierieriereeiieiee e 3,349,358 3,156,028 — — 3,349,358 3,156,028 6.1%
Retail sales and use tax.. 3,803,732 3,613,754 — — 3,803,732 3,613,754 5.3%
Other taxes 1,787,974 1,753,214 — — 1,787,974 1,753,214 2.0%
Unrestricted grants and contributions. 15,642 18,664 — — 15,642 18,664 (16.2%)
Unrestricted investment income 134,196 69,438 — — 134,196 69,438 93.3%
Tobacco legal settlement. 79,912 67,841 — — 79,912 67,841 17.8%
61,926 67,012 — — 61,926 67,012 (7.6%)
Total FEVENUES .c.oiiiecceeeeee e 17,656,284 17,144,546 4,278,765 3,968,373 21,935,049 21,112,919 3.9%
Expenses
Governmental activities:
General governmeNt...........ueeeiereerierenenee e 3,434,216 2,650,722 — — 3,434,216 2,650,722 29.6%
Education 4,078,954 2,452,623 — — 4,078,954 2,452,623 66.3%
Health and environment... 4,897,060 6,025,626 — — 4,897,060 6,025,626 (18.7%)
Social services 1,152,324 1,347,522 — — 1,152,324 1,347,522 (14.5%)
Administration of justice.. 742,064 873,911 — — 742,064 873,911 (15.1%)
Resources and economic development. 371,918 276,968 — — 371,918 276,968 34.3%
1,018,800 1,166,910 —_ —_ 1,018,800 1,166,910 (12.7%)
108,401 100,109 — — 108,401 100,109 8.3%
Business-type activities:
Higher education — — 3,120,278 2,871,493 3,120,278 2,871,493 8.7%
Higher education institution support 2.. — — 965,686 881,583 965,686 881,583 9.5%
Unemployment compensation benefits — — 390,087 365,091 390,087 365,091 6.8%
Financing of housing facilities — — 158,031 150,626 158,031 150,626 4.9%
Medical malpractice insurance.. — — 24,809 52,598 24,809 52,598 (52.8%)
Financing of student loans — — 61,537 61,472 61,537 61,472 0.1%
Tuition prepayment program.. — — 8,100 38,849 8,100 38,849 (79.2%)
— — 36,072 32,619 36,072 32,619 10.6%
Total EXPENSES ..o 15,803,737 14,894,391 4,764,600 4,454,331 20,568,337 19,348,722 6.3%
Excess (deficiency) before
transfers and extraordinary
TEEMS e 1,852,547 2,250,155 (485,835) (485,958) 1,366,712 1,764,197 (22.5%)
Extraordinary items... — — — (539) — (539) 100.0%
Net transfers (951,021) (784,746) 951,021 784,746 —_ —_ —_
Increase in Net asSetS....cccovvrereneviniciesenens 901,526 1,465,409 465,186 298,249 1,366,712 1,763,658 (22.5%)
Net assets, beginning of year (restated)® 12,906,205 11,440,796 3,669,177 3,370,928 16,575,382 14,811,724 11.9%
Net assets, end of year...........ccoceveiiiiieinnns $ 13,807,731 $ 12,906,205 $ 4,134,363 $ 3,669,177 $ 17,942,094 $ 16,575,382 8.2%

2The higher education institution support activity represents certain associations, foundations, and authorities created for the benefit of the State's higher education institutions.

" Revenues and expenses of governmental activities were restated for 2006 by a net amount of $2.633 million for the Governor's School for the Arts Foundation. (See Note 2c to the financial statements.)
Revenues of business-type activities were restated for 2006 by $4.887 million for the State Housing and Finance Development Authority. (See Note 2ato the financial statements.) Expenses of
governmental activities were reclassified for 2006 to report expenses previously reported as intergovernmental expenses in their respective functional category.

Changes in Net Assets

The State’s total net assets increased $1.367 billion (8.2%) over the prior year’s net assets as a result of its governmental
activities and its business-type activities.

Governmental Activities

Net assets of the State’s governmental activities increased by $901.526 million (7.0%), partly due to a $418.068 million
increase in general tax revenues over last year. Revenues that support governmental activities are derived mostly from taxes;
grants and contributions, including federal aid; and charges for goods and services. Exhibit 3 illustrates the comparative
sources of revenues that support governmental activities.
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Expenses associated with governmental activities increased by $909.346 million (6.1%) for the fiscal year ended June
30, 2007. These expenses were mostly associated with services provided for health and environment, education, general
government, social services, and transportation. Exhibit 4 compares the cost of these services with their program revenues—
revenues derived directly from the program itself or from parties outside the State’s taxpayers or citizenry. The difference
between the two represents the net cost of these services that taxes and other general revenues financed. For the fiscal year
ended June 30, 2007, the State used $9.233 billion in tax and other general revenues to finance the net cost of all services
that the State’s governmental activities provided. Governmental activities reported $951.021 million in net transfers to the
State’s business-type activities, most of which represents support provided to the State’s public colleges and universities.

The following paragraphs highlight the most significant changes in revenues and expenses for governmental activities
during the 2006-2007 fiscal year:

e Individual income taxes and sales taxes increased by a combined $383.308 million (5.7%). The increase in individual
income tax revenue corresponds to the growth in South Carolina’s per capita income. Sales tax revenue increased as
capital investment and new job creation continued to bring increased business to the State.

e General government expenses increased $783.494 million (29.6%) due in part to restoration of trust funds from
unobligated General Fund revenues and increased spending in insurance-related internal service funds.

e  Expenses for education increased $1.626 billion (66.3%) because of spending for new early childhood programs for at-
risk students, school bus replacement, and increased funding over prior year levels for various other educational
programs.

Exhibit 3
Sources of Revenues Supporting Governmental Activities
For the Fiscal Year Ended June 30, 2007

Individual income tax
18%

Grants and contributions
36%

Sales and use tax
21%

Charges for services
12% Other Other taxes
3% 10%
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Exhibit 4

6,000 1 Governmental Activities - Net Cost of Services
For the Fiscal Year Ended June 30, 2007
(In Millions)
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Business-type Activities

Net assets of the State’s business-type activities increased $465.186 million (12.7%).

Revenues from business-type activities included charges for services (84.5%) and grants and contributions (including
federal aid) (15.5%). Expenses from business-type activities were mostly to provide higher education services and support
(85.8%), unemployment compensation benefits (8.2%), and financing of housing facilities (3.3%).

Most business-type activities are self-supporting. Tuition and student fees, research and other grants (both private and
governmental), and other charges primarily pay for the services that the Higher Education Fund provides. However, the
Higher Education Fund receives substantial resources (primarily transfers of annual appropriations) from the State’s
governmental activities. Essentially, net transfers to the Higher Education Fund, which totaled $978.900 million for the year
ended June 30, 2007, represent the cost of educational services that taxes and other general revenues of governmental
activities support.

Higher education and related institution support expense increased $332.888 million during the 2006-2007 fiscal year.
This increase resulted primarily from a rise in general operations and administrative costs.
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Financial Analysis of the State’'s Funds

The State of South Carolina uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. Within the fund financial statements, the focus is on reporting major funds.

Governmental Funds

Exhibit 5 shows the components of fund balance for the State’s various governmental funds as of June 30, 2007.

Exhibit 5
Governmental Fund Balances
As of June 30, 2007
(Expressed in Thousands)

Departmental Local Department of State Nonm ajor Total
General General Government Transportation Tobacco Governmental Governmental
Fund Operating Infrastructure Special Revenue Settlement Funds Funds
Reserved.........ccovviiiiiininnnns $ 413,157  $ 22,534 $ 1,901,091 $ 12,220 $ — $ 217,241 $ 2,566,243
Unreserved, designated.......... 679,780 — — — — 255,851 935,631
Unreserved, undesignated...... — 522,029 (182,655) (53,951) 510,900 643,513 1,439,836
TotalS ..o $ 1092937 $ 544563 $ 1,718,436 $ (41,731) $ 510,900 $ 1,116,605 $ 4,941,710
Change from prior year... $ (20,908) $ 13,370  $ 284,878 $ 9,135 $ 15,535 $ 80,048 $ 382,058
Percentage change.......... (1.9%) 2.5% 19.9% 18.0% 3.1% 7.7% 8.4%

At June 30, 2007, total ending fund balance for the State’s governmental funds was $4.942 billion, which represents an
increase of $382.058 million (8.4%) from the prior year. Approximately half of this total (48.1%) consists of unreserved
fund balance—the amount available for spending in the coming year. The remaining fund balance is reserved and is not
available for future appropriation because it is accessible only for specific purposes. The following paragraphs discuss the
activities of the General Fund and other major governmental funds that had significant changes in fund balance:

The General Fund is one of two large State operating funds. This fund includes resources that pay for the services that
the State traditionally has provided to its citizens. These resources, such as taxes, are accounted for in the General Fund
unless State law requires them to be accounted for in another fund. During the 2006-2007 accounting year, the total fund
balance of the General Fund decreased $20.908 million (1.9%) from last year. Individual income taxes increased
$207.758 million (6.7%); sales and use taxes increased $100.022 million (4.0%); and corporate and other taxes increased
$3.900 million (0.50%). In addition, interest earnings increased $66.554 million (106%) due to increased cash balances and
higher interest rates. Overall, revenues were $378.195 million (5.2%) greater than the previous year. However, total
expenditures increased by $712.573 million (12.3%) over the prior year. The most significant expenditure increases were
attributable to general government, up $200.933 million (65.5%), and health and environment, up $143.431 million (9.0%).
Operating transfers out of the General Fund increased $290.541 million (31.9%). This increase was attributable in part to
legislation that distributed increased tax revenues to certain State agencies.

The Local Government Infrastructure Special Revenue Fund accounts for grants, loans, and other financial assistance to
local governments for infrastructure purposes. Fund balance increased $284.878 million during 2006-2007 primarily due to
the issuance of revenue bonds, which are reported as an other financing source for governmental funds.

The Department of Transportation (DOT) Special Revenue Fund accounts for various gasoline taxes, fees, fines, and
federal grant resources. The DOT uses these resources to pay for its general operations, which include maintenance,
regulation, and construction of public highways and bridges. While this fund had a negative fund balance at the beginning of
the fiscal year, the fund balance increased $9.135 million during 2006-2007 leaving a negative fund balance of
$41.731 million at the end of the fiscal year. The negative fund balance occurred primarily because of long-term
commitments by DOT to provide funding to local governments for highway construction projects administered by the State
Infrastructure Bank (included within the Local Government Infrastructure Fund, a major governmental fund). These
commitments are recorded as interfund payables by the DOT Special Revenue Fund and as interfund receivables by the
Local Government Infrastructure Fund. The commitments are discharged (i.e., reduced) as DOT provides construction
services to the Bank.
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Proprietary Funds

Exhibit 6 shows the components of net assets for the State’s various proprietary funds at June 30, 2007.

Exhibit 6
Proprietary Fund Net Assets
As of June 30, 2007
(Expressed in Thousands)

Enterprise Funds

Medical
University Education Internal
Higher Unemployment Housing Hospital Assistance Nonmajor Total Service
Fund Net Assets Education Compensation Authority Authority Authority Enterprise Enterprise Funds
Invested in capital assets
(net of related debt)................. $ 2026122 $ — $ 771 $ 56,688 $ 257  $ 50,024 $ 2,133,862 $ 102,315
Restricted, expendable 418,314 355,433 264,126 71,975 136,496 43,952 1,290,296 447,805
Restricted, nonexpendable......... 85,890 — — — — 30,282 116,172 —
Unrestricted 518,058 — 19,532 128,841 1,173 (78,196) 589,408 (20,658)
TotalS. ..o $ 3,048,384 $ 355433 $ 284,429 $ 257,504 $ 137,926 $ 46,062 $ 4,129,738 $ 529,462
Change from prior year......... $ 368,153 $ (31,499) $ 17,199 $ 26,379 $ 7,485 $ 88,980 $ 476,697 $ 228,496
Percentage change............... 13.7% (8.1%) 6.4% 11.4% 5.7% 207.3% 13.0% 75.9%

The State has two kinds of proprietary funds: enterprise funds and internal service funds.

Enterprise funds are reported as business-type activities in the government-wide financial statements. Enterprise funds
sell goods or services primarily to parties outside of State government.

The Higher Education Fund, a major enterprise fund, increased by $368.153 million (13.7%) primarily due to an
increase in its sources of revenues such as charges for services, contributions, and investment income.

The Medical University Hospital Authority, another enterprise fund, manages and operates the hospitals and clinics
associated with the Medical University of South Carolina (MUSC). MUSC is included in the Higher Education Fund
described above. The Authority’s net assets increased $26.379 million (11.4%) primarily due to increases in patient activity
and comprehensive rate increases.

South Carolina’s internal service funds provide certain services (including maintenance, insurance, printing, information
technology, and motor pool services) and some goods (such as office supplies) primarily to other State funds but sometimes
to local governments as well. The objective of an internal service fund is to charge its customers for the costs of the services
or goods that it provides. Because internal service funds primarily benefit State government, South Carolina reports them as
governmental activities in the government-wide financial statements.

Budgetary General Fund Highlights

Original estimated revenues for the 2006-2007 accounting year were $6.089 billion. The BEA revised upward its
original revenue estimate three separate times during the course of the year by a total of $586.285 million. The upward
revisions resulted from the BEA'’s review of tax revenue collections and economic conditions as the year progressed. Actual
revenues at June 30, 2007, were $569.631 million (9.4%) over the BEA’s original revenue estimate yet they were
$16.654 million less than the BEA’s final revised estimate. Actual revenues also exceeded prior year revenue collections by
$432.476 million (6.9%). Individual income and sales taxes, the fund’s primary revenue sources, were greater than expected
because of favorable economic conditions that lead to increased job growth and consumer spending.

Furthermore, actual revenues were $541.192 million greater than actual expenditures because conservative revenue
estimates limited increases in agency spending. Transfers out during the year totaled $447.983 million, which included
$102.326 million of 2006-2007 Capital Reserve Appropriations, $171.541 million of Contingency Reserve transfers, and
$174.116 million of Trust Fund Repayment. The State was able to end the year with an accumulated budgetary general fund
balance of $1.081 billion.

See the Required Supplementary Information section on pages 140 through 145 of this report for a detailed budgetary
comparison schedule.
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Capital Assets and Debt Administration

Capital Assets

At the end of the 2006-2007 accounting year, the State had $16.932 billion invested in capital assets. This represented a
net increase (including additions and deductions) of $709.959 million, or 4.4%, over the previous accounting year (see
Exhibit 7).

Exhibit 7
Capital Assets, Net of Depreciation
As of June 30 for the Years Indicated
(Expressed in Thousands)

Governmental Business-type
Activities Activities Totals—Primary Government
2007 2006 2007 2006 2007 2006
Land and improvements...........cccceeeurencens $ 1589510 $ 1,522,999 $ 330991 $ 223,495 $ 1,920501 $ 1,746,494
Infrastructure 6,476,211 6,423,305 — — 6,476,211 6,423,305
Buildings and improvements 1,019,474 1,009,521 2,339,054 2,150,777 3,358,528 3,160,298
VENICIES......coeieiieesireeeee e 197,595 155,527 13,634 12,391 211,229 167,918
Machinery and equipment.............cc.coevevne. 138,454 123,424 270,777 238,105 409,231 361,529
Works of art and historical treasures 3,957 3,596 25,975 23,666 29,932 27,262
Construction in progress.............. 3,961,700 3,800,167 555,545 522,507 4,517,245 4,322,674
Intangible assets.. 6,568 9,114 2,973 3,865 9,541 12,979
TOtAL e $ 13,393,469 $ 13,047,653 $ 3,538,949 $ 3,174,806 $ 16,932,418 $ 16,222,459

The State’s investment in land and improvements increased significantly, primarily because of the public colleges and
universities expanding their campus facilities. The University of South Carolina improved land sites for several major
building projects in progress that are expected to be completed in 2008, including two additional parking garages, and Tri-
County Technical College established a new campus requiring site, parking lot, and infrastructure development.

State vehicles increased significantly due to the Department of Education increasing its bus fleet by $46.155 million.

As in prior years, machinery and equipment increased significantly due, in large part, to acquisitions by public
universities. Clemson University, The Medical University of South Carolina, and the University of South Carolina all made
significant investments in computing, testing, medical, scientific, and laboratory equipment and equipping newly-established
facilities.

Intangible assets decreased from last fiscal year primarily because state-wide depreciation expense exceeded investment
in additional intangible assets.

See Note 7 in the notes to the financial statements within this report for additional information on the State’s capital
assets.
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Long-term Debt

At June 30, 2007, the State had $8.539 billion in bonds and notes outstanding—an increase of $322.439 million, or
3.9%, over last year (see Exhibit 8).

Exhibit 8
Outstanding Bonds and Notes
As of June 30 for the Years Indicated
(Expressed in Thousands)
Total

Governmental Business-type Percentage
Activities Activities Totals—Primary Government Change
2007 2006 2007 2006 2007 2006 2006-2007
Backed by the State:
General obligation bonds........... $ 2,214,865 $ 2,405,119 $ 356,795 $ 249,514 $ 2,571,660 $ 2,654,633 (3.1%)
Backed by specific revenues:
Revenue bonds and notes......... 56,666 43,190 2,962,501 2,782,026 3,019,167 2,825,216 6.9%
Infrastructure Bank bonds.......... 2,162,973 1,917,706 — — 2,162,973 1,917,706 12.8%
Tobacco Authority bonds........... 769,755 796,900 — — 769,755 796,900 (3.4%)
Limited obligation bonds 10,985 15,291 — — 10,985 15,291 (28.2%)
Bond anticipation notes. . — — 4,500 6,855 4,500 6,855 (34.4%)
Total..ooi - $ 5215244 $ 5,178,206 $ 3,323,796 $ 3,038,395 $ 8,539,040 $ 8,216,601 3.9%

New debt reported in governmental activities resulted primarily from the issuance of revenue bonds by the South
Carolina Transportation Infrastructure Bank. The Bank issued $388.370 million in revenue bonds, including refunding
bonds to advance refund $98.855 million in bonds. Also, the Department of Natural Resources issued $20.295 million in
Heritage Trust Revenue Bonds. New debt reported in business-type activities resulted mainly from the issuance of revenue
bonds by the enterprise funds. The Housing Authority issued $83.540 million in bonds for housing programs, the Education
Assistance Authority issued $172.700 million in bonds to provide financing for student loans, and the Medical University of
South Carolina issued $38.000 million in facilities revenue bonds.

Three bond rating services assign ratings to bonds that the State backs with its own taxing authority (general obligation
bonds). Fitch Ratings rated these bonds as “AAA” and Moody’s Investors Service rated them as “Aaa” during the fiscal year
ended June 30, 2007, the highest ratings that these services assign. Standard & Poor’s rated these bonds as “AA+” during
the same period.

The State limits the amount of annual payments for principal and interest on general obligation bonds and notes rather
than directly limiting the amount of those bonds and notes that the State may have outstanding. At June 30, 2007, the State
legally could issue additional bonds as long as the new debt would not increase the State’s annual principal and interest
payments by more than the following amounts: $50.249 million for institution bonds (Institution bonds are general
obligation bonds that benefit the State’s Higher Education Fund.), $24.362 million for highway bonds, $145.086 million for
general obligation bonds, excluding institution and highway bonds, $9.591 million for economic development bonds, and
$16.993 million for research university infrastructure bonds.

See Note 12 in the notes to the financial statements for additional information about the State’s long-term debt.

Economic Factors and Next Year’'s Budget
The “Rainy Day Account”

At June 30, 2007, the General Reserve Fund, sometimes called the rainy day account, was fully funded at $167.732
million. The State’s Constitution requires restoration of the reserve to full funding within three years after a withdrawal.
State law defines full funding for the reserve as 3% of the Budgetary General Fund’s revenues for the latest completed
accounting year. The 2006-2007 Appropriations Act passed by the General Assembly appropriated $14.244 million to fully
fund the rainy day account.

Budgetary General Fund for the 2007-2008 Accounting Year

For fiscal year 2007-2008, estimated revenues in the 2007-2008 Appropriations Act were $6.622 billion, or $36 million
less than 2006—2007 revenue collections. This estimate may be subsequently revised.
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Economic Conditions

Budgetary General Fund revenues for the first three months of the 2007-2008 fiscal year were $26.011 million, 1.7%
higher than during the same period for fiscal year 2006-2007. South Carolina’s three major revenue sources continue to
experience modest gains, indicating that the State economy, while not showing the same vibrant growth as seen in the past
three fiscal years, has not slipped into recession. For the first three months, individual income taxes are up $33.930 million
(3.7%), as withholdings increased 3.1% and estimated tax payments increased 11.1%. Corporate income taxes have
decreased by $17.485 million (23.5%); although a preliminary analysis of October 2007 corporate income tax remittances
reveals a significant recovery in this category of revenues. Sales taxes have increased $12.495 million (2.8%) despite higher
gasoline prices experienced during this period.

The BEA has adopted a preliminary Budgetary General Fund revenue estimate of $7.336 billion for the 2008-2009
accounting year. This revenue forecast represents a 3.2% increase under the original base for 2007-2008. The BEA will
review this estimate in February 2008 and adjust or finalize it then.

Other Issues Expected to Impact Future Operations

In June 2004, the Governmental Accounting Standards Board (GASB) adopted Statement No. 43 and No. 45 which are
new accounting and reporting standards for other post employment benefits (OPEB). OPEB include post employment
benefits such as medical, prescription drug, and dental insurance benefits provided for retired State government and school
district employees. Currently, the State funds these benefits on a pay-as-you-go basis. The new standards, which the State
will adopt during 2007-2008, will require the State to record the annual required cost to fund these benefits and disclose in
the notes to the basic financial statements the actuarially determined unfunded liability (an estimate of accumulated benefits
expected to be paid in future years) along with current costs associated with these benefits.

Requests For Information

The primary purpose of this financial report is to provide South Carolina’s citizens, taxpayers, customers, investors, and
creditors with a general overview of the State’s finances and to demonstrate the State’s accountability for the money it
receives. Please address any questions concerning information in this report to:

Office of the Comptroller General
1200 Senate Street

305 Wade Hampton Office Building
Columbia, South Carolina 29201
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State of South Carolina

Statement of Net Assets

June 30, 2007
(Expressed in Thousands)

PRIMARY GOVERNMENT
Governmental Business-type COMPONENT
Activities Activities Totals UNITS
ASSETS
Current assets:
Cash and cash equivalents.. $ 4,550,543 $ 1,586,925 6,137,468 $ 312,189
INVESIMENTS......eiii e e et e e e e e s e e s e e e e — 147,083 147,083 104,511
Invested securities lending collateral..............cccocciiiniiennnes 946,829 108,510 1,055,339 22,450
Receivables, net:
ACCOUNTS. ....oiiiiciiie ettt eete e e et e e s ate e e sabe e e e enbae e e e aneeeas 274,853 74,879 349,732 217,577
CONtHBULIONS.....coiiiiiiiicie e — 8,674 8,674 2,689
PartiCIPaNTS. ....cooueiiieiie e — 23,324 23,324 —
ACCIUEA INEEIESE. .. .vviiiiieie et 32,271 8,215 40,486 5,742
INCOME LAXES. . .uviiiiiie e e i ittt e et e e e aar e e e e e e 387,249 — 387,249 —
Sales and Other taXeS..........cooevvuvevieeeee e 545,720 — 545,720 —
StUAENt ACCOUNES......uuiiiiiieee et e e 10 39,827 39,837 —
Patient aCCOUNES.........cvvviiieeeiee e 14,562 150,978 165,540 —
LOANS @Nd NOES........uvviiiiiieeeee it e e e s e e e 27,929 94,948 122,877 —
ASSESSMENES.....eeiiieiiiiiiiiiiiiiere s s e e s e e e e e e e eeeeeaeeeeereeeeeeaeanaeaan — 50,835 50,835 —
Due from Federal government and other grantors.................. 655,341 107,482 762,823 19
Internal balanCes..........ccvvevieiieiieiiieee e (34,100) 34,100 — —
Due from component UNItS............eeerieeeeiniieen e 21,856 129,592 151,448 —
Due from primary government...........cccceevveeneeeneeeneeniieesne. — — — 167,542
INVENLOTIES. ..cii i ittt e e e e e ee e e 51,094 31,993 83,087 238,530
Restricted assets:
Cash and cash equivalents............cccocveeeriiienniee e, 71,971 307,455 379,426 95,832
INVESTMENTS. ...uiiiiiiec e 111,750 10,585 122,335 110,683
Loans receivable.............ccccveiiiiiiiciiee e — 54,896 54,896 —
Oher .. 71,165 10,130 81,295 3
Prepaid IteMS......couiiiiieeiee e 23,695 31,752 55,447 8,289
Other current assets... — 23,756 23,756 24,928
Deferred Charges. .......ooviiiiiieie e — — — 1,704
Total CUITENt ASSELS.......cocciviviieee et 7,752,738 3,035,939 10,788,677 1,312,688

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Statement of Net Assets (Continued)

June 30, 2007
(Expressed in Thousands)

PRIMARY GOVERNMENT
Governmental Business-type COMPONENT
Activities Activities Totals UNITS
Long-term assets:
Receivables, net:

ACCOUNES . ...eteiiiiie e sttt e e setee e e tee e e s tee e e s nnteeeesteeeessnneeeesnnneaeanes $ 22,741 $ 233 22,974 $ 1,939

CONHDULIONS.....ooiiiiiiiieee e — 595 595 38,229

PartiCIPANTS. ...cciciiie et — 12,618 12,618 —

INCOME TAXES..uuitiiiiiiiiee ettt s 74,410 — 74,410 —

Sales and Other taXes..........ccoouveiiiiiieniie e 18,212 — 18,212 —

Patient aCCOUNES..........uuviiiiieiee it 12,768 — 12,768 —

L0ans and NOLES..........ooiueiriieiiie e 474,710 787,450 1,262,160 —
INVESIMENTS......ueiiiiiiieciiiee ettt e et e e e e e e beeeeeees 372,080 19,662 391,742 769,286
Restricted assets:

Cash and cash equivalents............cccocveeeriiiieiniee e, 564,767 489,839 1,054,606 54,077

INVESIMENTS. ...coviiiiieciic ettt — 107,228 107,228 300,543

Accounts receivable...........ccceeeveiiiiiii e 446,899 — 446,899 —

Loans receivable..............cooiviiiiiiiee i — 705,872 705,872 —

(O 13 =T SRR PRSTPI 4,820 23,826 28,646 1
Prepaid iTEMS......coiiiii et — 13,448 13,448 —
Other 0Ng-term aSSEetS.......ccoiuiiiiiiiieeiiiee e 771 33,665 34,436 20,267
Deferred Charges.......cuuviieiie e 25,374 11,117 36,491 513,293
Investment in jOiNt VENTUIE............eeeiiiieiiiiiee e — — — 7,672
Non-depreciable capital assets 5,536,175 787,534 6,323,709 1,655,705
Depreciable capital assets, net . 7,857,294 2,751,415 10,608,709 2,899,262

Total IoNg-term asSetS........ccvviiiireeiiiiie e 15,411,021 5,744,502 21,155,523 6,260,274
TOtal ASSELS...uviiiiiiie i 23,163,759 8,780,441 31,944,200 7,572,962

Continued on Next Page
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State of South Carolina

Statement of Net Assets (Continued)

June 30, 2007
(Expressed in Thousands)

PRIMARY GOVERNMENT
Governmental Business-type COMPONENT
Activities Activities Totals UNITS
LIABILITIES
Current liabilities:

Accounts payable ..........ccccoeeveviriieinnnn, $ 721,928 $ 174,673 $ 896,601 $ 234,273
Accrued salaries and related expenses 124,864 68,606 193,470 9,868
Accrued interest payable...........ocoiieiiiiiiee e 35,471 12,288 47,759 82,722
Retainages payable.........cccccveeiiieeiiiiee e 2,877 18,146 21,023 170
Tax refunds payable...........cccooiieiiiiiiie e 598,572 6,169 604,741 —
Payables-aid to individuals/families...........ccccccveveevivreeiinnnnn. 1,305 — 1,305 —
Prizes payable..........cooii e — — — 25,692
Unemployment benefits payable............ccccooviviiiniinncennn. — 8,418 8,418 —
Intergovernmental payables............cccoooiiiiiiiiiiiiiiiceee 371,395 3,600 374,995 649
Tuition benefits payable.........ccocvveiiiee e — 15,284 15,284 —
POlICY ClaiMS.......eiieiiiie e 472,374 30,000 502,374 47,402
Due to COMPONENT UNIES.....couvieeiiiiie e 167,542 — 167,542 —
Due to primary governmMeNnt.........c.cceeveveeeiiveeeenieeeesiieee s — — — 155,174
Unearned revenues and deferred credits.........ccccceeeeevennnnns 240,938 159,763 400,701 25,962
DEPOSIES. ...ttt — 5,643 5,643 13
Amounts held in custody for others...........cccccoeviiveiiciienennnen. — 7,303 7,303 —
Securities lending collateral............cooovvveriiieiiiiiieeeieeens 946,829 108,510 1,055,339 22,450
Liabilities payable from restricted assets:

Accounts payable..........ccoeoiiiieiiiiee e — 414 414 226

Accrued interest payable...........cccceviiiieeiiiiie e 31,954 31,799 63,753 1,766

Bonds payable............coooiiiiiiii e 44,355 28,550 72,905 —

(@ (=T USRS — 57,438 57,438 —
NOteS PAYADIE.........oiiiiiie e 4,610 15,556 20,166 445
Revenue bonds anticipation notes payable................c.......... — 4,500 4,500 —
General obligation bonds payable...........c.ccocceeiiiiiiininiinnn. 199,225 18,835 218,060 —
Revenue bonds payable.............. 2,355 24,141 26,496 79,805
Limited obligation bonds payable. 1,640 — 1,640 —
Capital leases payable.... 544 6,591 7,135 2,781
Commercial paper notes................. — — — 195,072
Compensated absences payable............ccccooieviiiniiinnennn, 121,184 68,112 189,296 2,996
Other current liabilities ...........cccoooeiieiiine e 32,995 13,059 46,054 78,211

Total current liabilities.............cooeiiiiiiieeeee e, 4,122,957 887,398 5,010,355 965,677

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Statement of Net Assets (Continued)

June 30, 2007
(Expressed in Thousands)

PRIMARY GOVERNMENT
Governmental Business-type COMPONENT
Activities Activities Totals UNITS
Long-term liabilities:
Retainages payable............... $ — $ 677 $ 677 $ 63,582
Intergovernmental payables...........cccooveiiiiiieiiienee e 200 — 200 —
Tuition benefits payable.........ccocoeiiiiiiiee — 188,267 188,267 —
POlICY ClaiMS.....c..oiiiiiiiccee e 106,746 168,622 275,368 157,368
Unearned revenues and deferred credits.............cccocveienne — 638 638 277,920
Amounts held in custody for others...........ccccceevvveevcieeennnen. — — — 2,732
Other liabilities payable from restricted assets.............ccc...... — 5,650 5,650 —
Notes payable............ooerieiiiiiie e 11,012 237,801 248,813 1,984
General obligation bonds payable..............cccccoiiiiiinnis 2,015,640 337,960 2,353,600 —
Tobacco Authority bonds payable............ccceoveiiiiniicinnens 769,755 — 769,755 —
Infrastructure Bank bonds payable.............cccocovieniiinnnnnnn. 2,118,618 — 2,118,618 —
Revenue bonds payable............c.cooiiiiinii 38,689 2,656,453 2,695,142 3,503,120
Limited obligation bonds payable.............cccccoeiiiiiiiiiiiennns 9,345 — 9,345 —
Capital leases payable..........cccccoiiiiiiiiii e 395 39,478 39,873 7,173
Compensated absences payable.........cccccccoviiiiniiiiiinienen. 94,437 59,134 153,571 15,936
Other long-term liabilities...........ccoccveiiiieiiiee s 68,234 64,000 132,234 41,263
Total long-term liabilities.............ccooeniiiiiiiee 5,233,071 3,758,680 8,991,751 4,071,078
Total liabilities 9,356,028 4,646,078 14,002,106 5,036,755
NET ASSETS
Invested in capital assets, net of related debt......................... 9,706,055 2,133,862 11,839,917 1,125,093
Restricted:
Expendable:
Unemployment compensation benefits...........cccccceeviieeennns — 355,433 355,433 —
Education... 326,600 221,749 548,349 221,533
HEAIN. ... 20,814 — 20,814 —
TranNSPOMALION.......ccvvieeiiiiee et eee e e e seaeee s 237,292 — 237,292 —
Capital PrOJECES. .....cieiieiieiiiie et 357,095 193,133 550,228 20,863
DEDE SEIVICE. ..ttt 1,180,967 263,435 1,444,402 91,230
LOAN PrOGIaMS. .....cciiiiiiieaiiiee e eieee e e e e e sree e 631,558 256,546 888,104 —
Waste ManagemeNt........oovvviieieiiee e 209,950 — 209,950 —
INSUrANCE PrOgramsS........cccerureeeiiirreeaiieeeaeieeeessieeeesseneeeane 427,805 — 427,805 —
(@] (=T SRR 103,706 — 103,706 167,424
Nonexpendable:
BUCALION. ...t — 116,172 116,172 311,777
ONEI e 2,386 — 2,386 —
UNFESIIICLE. ...ttt 603,503 594,033 1,197,536 598,287
Total Nt @SSELS....ccviiiiiieieeeeee e $ 13,807,731 $ 4,134,363 $ 17,942,094 $ 2,536,207
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State of South Carolina

Statement of Activities

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Program Revenues

Operating Capital Net
Charges for Grants and Grants and (Expenses)
Expenses Services Contributions Contributions Revenues
Functions
Primary government:
Governmental activities:
General government.............c.ococeninnn $ 3,434,216 % 1,617,400 $ 325,630 $ 8,247 $  (1,482,939)
Education.........cccoooeeiiieniienieeeeeee 4,078,954 37,539 1,056,484 2,825 (2,982,106)
Health and environment..............c.cccceveeeenes 4,897,060 136,792 3,146,444 5,360 (1,608,464)
S0Cial SEIVICES....vvviieieeiiecciiieeeeee e 1,152,324 2,436 1,010,925 — (138,963)
Administration of justice..............ccceveiennnnne 742,064 121,981 35,718 1,341 (583,024)
Resources and economic development........ 371,918 57,067 125,487 15,983 (173,381)
Transportation...........ccceeveeeiieeiieenie e 1,018,800 98,142 147,866 469,877 (302,915)
Unallocated interest expense.............cccc...... 108,401 — — — (108,401)
Total governmental activities.................. 15,803,737 2,071,357 5,848,554 503,633 (7,380,193)
Business-type activities:
Higher education............cccccoeviiiviiiiieiiiee 3,120,278 2,116,206 295,063 86,750 (622,259)
Higher education institution support.............. 965,686 984,723 74,444 — 93,481
Unemployment compensation benefits......... 390,087 339,715 18,323 — (32,049)
Financing of housing facilities....................... 158,031 48,871 124,600 — 15,440
Medical malpractice insurance. 24,809 39,313 364 — 14,868
Financing of student loans.............cccocceevneene 61,537 48,975 20,047 — 7,485
Tuition prepayment program............c.ccceeeeene 8,100 — 42,035 — 33,935
State maritime muSeUM.........ccccceevvvveerrnneenn. 7,061 7,709 1,332 — 1,980
Insurance claims processing...........c.cceevene 1,553 1,548 — — (5)
Other.....cooiiiiiiic e 27,458 27,273 1,417 57 1,289
Total business-type activities.................. 4,764,600 3,614,333 577,625 86,807 (485,835)
Total primary government.................... $ 20568337 $ 5,685,690 $ 6,426,179 $ 590,440 $ (7,866,028)
Component units:
Public Service AUthOIitY.......ccccoovvvererererieine $ 1,369,560 $ 1,421,910 $ 35,466 $ — $ 87,816
State Ports AUthOIitY........cccoeiiiiieiiiieeieeee 110,241 161,244 7,372 168,263 226,638
Connector 2000 Association, INC............ccccueee.. 25,994 5,085 956 — (19,953)
Lottery COMMISSION.........coveriiriiiieiesiienieeiene 995,109 991,739 1,245 — (2,125)
OFher..ceciec e 116,186 50,392 168,800 — 103,006
Total component units............ccocoeeee. $ 2,617,090 $ 2,630,370 $ 213,839 % 168,263  $ 395,382

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Statement of Activities (Continued)

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Primary Government

Governmental Business-type Component
Activities Activities Total Units
Changes in net assets:
Net (EXPENSE) NEVENUE ..o $ (7,380,193) $ (485,835) $ (7,866,028) $ 395,382
General revenues:
Taxes:
Individual INCOME........ccoiiiiiiiiiie e 3,349,358 — 3,349,358 —
Retail sales and USe........ccceeiveieiiiiiiieeiiiee e 3,803,732 — 3,803,732 —
(0113 =Y SRR 1,787,974 — 1,787,974 —

TOtAl TAXES....ecveveveieeeeiereeiee ettt 8,941,064 — 8,941,064 —
Unrestricted grants and contributions..............ccccccee.. 15,642 — 15,642 —
Unrestricted investment inCOMe.............ccocvvveneennennnn. 134,196 — 134,196 —
Tobacco legal settlement...........ccccoooieiiiiiiieiiieees 79,912 — 79,912 —

Other reVENUES.........ooveiieieieee e 61,926 — 61,926 —
Transfers—internal activities...............ccccoevvviniiinicinn, (951,021) 951,021 — —
Total general revenues and transfers............ 8,281,719 951,021 9,232,740 —
Change in net assets........ccoccceveviieeennieee e, 901,526 465,186 1,366,712 395,382
Net assets at beginning of year (restated).................. 12,906,205 3,669,177 16,575,382 2,140,825
Net assets at end of year...........ccooii $ 13,807,731 $ 4,134,363 $ 17,942,094 $ 2,536,207
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State of South Carolina

Balance Sheet

GOVERNMENTAL FUNDS

June 30, 2007
(Expressed in Thousands)

Departmental Local Department of
General General Government Transportation
Fund Operating Infrastructure Special Revenue
ASSETS
Cash and cash equivalents.............ccccevcieniiiiiiiiinciies $ 1,413,878 $ 474,017 $ 274,303 $ 232,109
INVESIMENTS. ... 48,988 416 — —
Invested securities lending collateral................ccccoooeenieenns 592,883 7,512 106,474 22,707
Receivables, net:
ACCOUNTS ...ttt 2,042 115,643 2,832 18,009
Accrued interest 10,106 474 5,101 1,316
INCOME TAXES. ...eeieeieieiee et 461,659 — — —
Sales and other taxes..........cccceviveiiiiincceeee 355,157 12,441 — 8,692
Student accounts — 10 — —
Patient aCCOUNES..........cccoiiiiiieiecee e 13,281 14,049 — —
L0oans and NOLES........cocuuiieiiiiee e 5 531 466,618 8,707
Due from Federal government
and other grantors...... 5,463 551,882 — 94,427
Due from other funds 41,006 23,028 13,045 13,879
Due from component UNItS...........oovuereiiiire e — — — —
Interfund receivables.............coccooiiiiiiii e 9,204 705 303,241 —
INVENEOFIES. ...t 15,385 22,003 — 5,511
Restricted assets:
Cash and cash equivalents..............ccccvcieiieiiinnceen, — — 626,731 10,000
INVESIMENTS......oeiiiiiiiiii e, — — — —
— — 446,899 —
— — 33,676 —
Prepaid items.........oociiiiii e — — — 6,770
OthEr @SSELS......ceiiieiiiiecee e — — — 771
Total aSSEtS.....ocvviriieri e, $ 2,969,057 $ 1,222,711 $ 2,278,920 $ 422,898
LIABILITIES AND FUND BALANCES (DEFICITS)
Liabilities:
Accounts payable..........ccccooiiiiiii e $ 340,778 $ 338,971 $ 12,027 $ 83,510
Accrued salaries and related expenditures...................... 69,046 31,316 76 17,996
Retainages payable...........cccooviiiiiiniince e 18 176 — 1,988
Tax refunds payable... . 598,055 — — —
Payable—aid to individuals/families..............c.ccccvceennnnnn. 1,305 — — —
Intergovernmental payables.............ccccovieiiiiiiiiiiennee. 25,403 164,697 2,237 —
Due to other funds.........cccooiiiiiiiiiceee 90,292 62,603 1,036 14,560
Due to component units. 1 — — —
Interfund payables.............ccoceiiiiiiiii e — 8,859 — 303,241
Deferred reVeNUES..........ccceviciiiiiiiiiie e 111,314 63,995 438,634 20,627
Securities lending collateral.............ccooeiieiiiicnieiinens 592,883 7,512 106,474 22,707
Other liabilities ..... 47,025 19 — —
Total abilities.......coovveiiiie e 1,876,120 678,148 560,484 464,629
Fund balances (deficits):
RESEIVEM......oiiicece e 413,157 22,534 1,901,091 12,220
Unreserved, designated reported in:
General FUN........ccoooooiiiiiice e 679,780 — — —
Special revenue funds..........ccccoviiiieiiiee e — — — —
Capital Projects FUNd..........ccccoooiiiiiiiiieniieneese e — — — —
Unreserved, undesignated reported in:
Special revenue funds...........cccceeviiiiieiiieniic e — 522,029 (182,655) (53,951)
Permanent funds...........ccoceeiiiieiniie e — — — —
Total fund balances (defiCits).......cccecevveriiirrnnn. 1,092,937 544,563 1,718,436 (41,731)
Total liabilities and fund balances.............ccccuuv...... $ 2,969,057 $ 1,222,711 $ 2,278,920 $ 422,898

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

State Nonmajor
Tobacco Governmental
Settlement Funds Totals
$ 510,761 $ 1,026,566 $ 3,931,634
— — 49,404
5,280 104,527 839,383
— 2,836 141,362
314 7,890 25,201
— — 461,659
— 187,641 563,931
— — 10
— — 27,330
— 26,778 502,639
— 3,569 655,341
— 13,601 104,559
— 21,848 21,848
— 3,942 317,092
— 88 42,987
— 7 636,738
— 111,750 111,750
— — 446,899
— 42,310 75,986
— — 6,770
— — 771
$ 516,355 $ 1,553,353 $ 8,963,294
$ 1 $ 44,801 $ 820,088
— 2,096 120,530
— 681 2,863
— 516 598,571
— — 1,305
173 178,886 371,396
1 45,717 214,209
— — 1
— 20,393 332,493
— 38,510 673,080
5,280 104,527 839,383
— 621 47,665
5,455 436,748 4,021,584
— 217,241 2,566,243
— — 679,780
— 15,717 15,717
— 240,134 240,134
510,900 642,443 1,438,766
— 1,070 1,070
510,900 1,116,605 4,941,710
$ 516,355 $ 1,553,353 $ 8,963,294
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State of South Carolina

Reconciliation of the Governmental Funds

Balance Sheet to the Statement of Net Assets

June 30, 2007
(Expressed in Thousands)

Total fund balances—governmental fUNUS. ... ...
Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources and therefore are not
reported in the funds.

Non-depreciable Capital @SSELS........cuiiiiiiiiiriii e $ 5,529,878
Depreciable capital assets.... 11,159,957
Accumulated depreciation.. (3,442,085)
Total CaPItal ASSELS. ...ciiuiiiie ittt
Bond issue costs are reported as current expenditures in the funds. However, issue costs are
deferred and amortized over the life of the bonds and are included in governmental
activities in the statement Of NEt ASSELS........ccciiiiiiiiiiii e
Certain State revenues will be collected after year-end but are not available soon enough to pay
for the current period's expenditures, and therefore are deferred in the funds............ccccceniiiennn.
Interest receivable not due in the current period and therefore not reported in the funds..............ccccceeee.
Internal service funds are used by management to charge the costs of certain activities to individual
funds. The assets and liabilities of the internal service funds are included in governmental
activities in the statement Of NEL ASSELS.........cooviviiiiiieree e
Eliminations relating to the consolidation of internal service funds resulted in an amount due from
governmental activities to business-type activities in the statement of net assets............cccocceeeens
Certain liabilities are not due and payable in the current period and therefore are not reported in the
funds. Those liabilities consist of:
Bonds payable (5,167,880)
Notes payable................... (2,217)
Accrued interest 0N BONAS............cciviiiiiiiiii (66,721)
Capital IEASES.........cciiiiiii i (379)
Compensated aDSENCES..........c.ccuiiiiiiiii i (209,162)
Intergovernmental payable... (200)
POlICY ClaIMS.....ocviiiiiiiiici (19,967)
(O] 1 ] S TSP TP PV UPTUROPRURPRI (47,110)

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Statement of Revenues, Expenditures,

and Changes in Fund Balances

GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Departmental Local Department of
General General Government Transportation
Fund Operating Infrastructure Special Revenue
Revenues:
Taxes:
Individual income..... .. $ 3,323,665 $ — $ 13,647 —
Retail sales and use. 2,633,562 1,625 — —
Other....ccooveevieeeiieene 877,147 42,867 20,000 556,503
Licenses, fees, and PermitS........cccceevveeeiiiieeiiieesiieeeeieeesiiee e 121,056 162,657 92,735 —
Interest and other investment iNCOME...........ccccevvireviieeeniiee e 129,320 3,648 61,617 11,806
=T [T - | SRS 91,041 5,062,968 21,245 557,489
Local and private grantS..........cccueeeiieeeiiieeeeiieeessee e 892 8,722 — —
Departmental SEIVICES. .......cuuieiiiieeeiie e seeeeeee e 424,704 171,916 20,004 16,494
(0] )11 01U o] 3 S SRR 14,999 32,467 43,482 —
FINes and PeNAItIES. .......ccuvveiiiiieiiiie e 21,393 68,086 — —
Tobacco legal settlement..........coouveeeeiieeeiiiie e — — — —
(013 =T R ORROTPRN 29,626 86,882 — 8,124
TOtaAl FEVENUES....eiieiiiie ettt e ee e see e et e e nnreee e 7,667,405 5,641,838 272,730 1,150,416
Expenditures:
Current:
General gOVEINMENL.......c.uiiiiiiie et 507,866 218,946 509 —
EAUCALION. ...ttt e e e e e e e e e e e e e e e e e e e e e e e e eaaaaaaaaaees 334,738 170,078 — —
Health and enVIrONMENTt............oovviiiiieeeeeeeeee s 1,744,123 3,255,713 — —
SOCIAl SEIVICES. ... oo 131,719 998,246 — —
Administration Of JUSHICE..........uvieiiiieiiiee e 561,717 120,343 — —
Resources and economic development..........cccceevcveeiiiieennnenn. 111,216 112,534 1,337 —
TranSPOITALION. ........eiiiiiiee et — — 4,926 737,373
Capital QULIAY.......ceeiiiiieiiiee e — — — 262,286
Debt service:
Principal retirement...........coviiiiiiii e 158,318 485 42,740 36,279
Interest and fiscal charges. 72,242 43 93,204 37,468
Intergovernmental......... 2,894,039 869,400 124,657 77,100
Total eXPeNitUreS......cocviiiiiiieeiieeeee e 6,515,978 5,745,788 267,373 1,150,506
Excess (deficiency) of revenues
over (under) eXpenditures........cccveviveeeeiieeeeiieeeseee e 1,151,427 (103,950) 5,357 (90)
Other financing sources (uses):
Bonds and NOtes ISSUEM.........cccoeeeeeiiiiiiiiiiiiiiieeeee, — 100 286,355 —
Refunding bonds iSSUEd..........c.cooiiiiiiiiiiie e — — 102,015 —
Premiums on bonds issued.............cccceeeeiieii — — 9,456 —
Discounts on bonds iSSUEd..........cocueieiiiiiiriiiiiiiee e — — — —
Payment to refunded bond escrow agent...........cccccceeveeeiiennnnne. — — (118,350) —
TraNSTEIS IN. ..o 29,235 168,183 1,064 10,941
TraNSTErS OUL......ccuiiiiiiiiiiii s (1,201,570) (50,963) (1,019) (1,716)
Total other financing sources (USeSs).......cccccevvieieeriieinenns (1,172,335) 117,320 279,521 9,225
Net change in fund balances.............cccoooiiiiiiiiiiiiiciee (20,908) 13,370 284,878 9,135
Fund balances (deficit) at beginning of year..........cccccooovennee. 1,113,845 531,193 1,433,558 (50,866)
Fund balances (deficit) at end of year.........cccceeviiiiiieiiiinenn $ 1,092,937 $ 544,563 $ 1,718,436 (41,731)

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

State Nonmajor
Tobacco Governmental
Settlement Funds Totals

$ — $ — $ 3,337,312
— 1,170,441 3,805,628

— 266,191 1,762,708

— 143,259 519,707
17,513 50,045 273,949

— 38,168 5,770,911

— 101 9,715

— 5,323 638,441

— 282,290 373,238

— 23,861 113,340

— 79,912 79,912

5 2,220 126,857

17,518 2,061,811 16,811,718

80 129,958 857,359

— 306,649 811,465

28 243,808 5,243,672

— 14,002 1,143,967

— 16,369 698,429

— 6,381 231,468

— — 742,299

— 80,571 342,857

— 27,145 264,967

— 51,981 254,938
1,959 1,145,937 5,113,092
2,067 2,022,801 15,704,513
15,451 39,010 1,107,205

— 20,536 306,991

— — 102,015

— — 9,456
— (8) (8)
— — (118,350)

399 174,933 384,755
(315) (154,423) (1,410,006)
84 41,038 (725,147)

15,535 80,048 382,058
495,365 1,036,557 4,559,652

$ 510,900 $ 1,116,605 $ 4,941,710
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State of South Carolina

Reconciliation of the Statement of Revenues, Expenditures,
and Changesin Fund Balances of Governmental Fundsto the

Statement of Activities

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Net change in fund balances—total governmental fuNdsS..........cccoooiiiiiiiiiiiiiii e $ 382,058
Amounts reported for governmental activities in the statement of activities are different because:
Capital outlays are reported as expenditures in governmental funds. However, in the statement of

activities, the cost of capital assets is allocated over their useful lives as depreciation expense.
In the current period, these amounts are:

(0= o] c=1 I o TU 1= 2RSSR $ 467,002
Depreciation EXPENSE.......coccuiii it (224,541)
Excess of capital outlay over depreciation expense..............coccveviiiiiiiiicicin e, 242,461

Donations of capital assets increase net assets in the statement of activities, but do not appear in
the governmental funds because they are not financial resources............ccccoccviveieiiiiiii e 107,947

Losses on disposals of capital assets are reported as an expense in the statement of activities................... (6,296)

Bond and note proceeds provide current financial resources to governmental funds; however,
issuing debt increases long-term liabilities in the statement of net assets. In the current
period, proceeds were received from:

Bonds and NOES ISSUEM.........ccoouiiiiiiiiiiiiieee e e (306,991)
Refunding bonds issued.... (102,015)
Bond premiums and discounts. (9,448)
Net bond and NOtE ProCEEUS...........ciiiiiiiiiii i (418,454)

Bond issuance costs are expenditures in governmental funds, but are deferred assets in the
StAtEMENT Of NEBE ASSEES....uvii i et e e e e e e e e e eaaes 3,887

Repayment of long-term debt is reported as an expenditure in governmental funds, but the
repayment reduces long-term liabilities in the statement of net assets. In the current year,
these amounts consist of:

Bond prinCipal retireMEeNt............ooiuiiiiiii e 260,312
Note principal retireMENt...........oociiiii e 4,343
Capital lease payments............... 312
Payment to bond refunding agent... 118,350
Total long-term debt repayment...........cc.oooiiiiiiiiiiii e 383,317

Internal service funds are used by management to charge the costs of certain activities to
individual funds. The net revenue of the internal service funds is included in
governmental activities in the statement of aCtiVIties............cccvvviiiiiiiii 228,496

Because certain receivables will not be collected soon enough after the State's fiscal year ends,
the related revenues are not considered "available" and are deferred in the governmental funds.

Decrease in deferred reVENUES. ............coiiii it (18,422)

Interest receivable not due in the current period and therefore not reported in the funds...........cccocoveeeiiniis 2,772

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Reconciliation of the Statement of Revenues, Expenditures,
and Changesin Fund Balances of Governmental Fundsto the

Statement of Activities (Continued)

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Eliminations relating to the consolidation of internal service funds resulted in a net decrease in expenses
for the business-type activities in the statement of activities. ... $ 11,511

Certain items reported in the statement of activities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds. These
activities consist of:

Net increase in accrued INtErest............cocviiiiiiiii e $ (6,564)
Interest accreted on capital appreciation debt... (1,026)
Amortization of bond issuance costs........................ (1,139)
Net amortization of bond premiums and discounts...... 2,409
Amortization of deferred losses on refunding of debt... (3,090)
Net increase in compensated absences payable...............ccocciiiiiiiiiiiiiics (13,186)
Decrease in intergovernmental payable..............ccoooiiiiiiiiiiiiii e 100
Increase in policy claims payable.............cccooiiiiiiiiiiiiie e (6,431)
Net decrease in other payables....... 11,176
Total additional EXPENSES.......ccccuiiiiiiieiiie e e (17,751)
Change in net assets of governmental ACtIVItIES. .........oiiiiiiiiiiiiiii s $ 901,526

49



State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS

June 30, 2007
(Expressed in Thousands)

ASSETS
Current assets:
Cash and cash equivalents............cccecueeiiiiiieniiie e
INVESIMENTS...ccooiiiiiiiieeeeeeeieece e .
Invested securities lending collateral..............cocoeiiiiiinicennne
Receivables, net:
ACCOUNES. ...ttt e e e e e e e e e e e e e aaaaaaaaas
CONIDULIONS. ...t
PartiCiPants.........cooiiiiiiiie e
Accrued interest....
Student accounts..
Patient accounts...
LOANS N0 NOLES....ccccuviieiiiie ettt e
ASSESSMENTS....cciiiiiiiieee ettt e
Due from Federal government and other grantors...................
Due from other funds...........ccceeiiiieeiiie e
Due from component units.. "
101772701 (o = SRR OTPR
Restricted assets:
Cash and cash equivalents..........cccceeeeviieeeniiee e
INVESIMENTS.....oiiiiiiiiiiiiieieee e

Other current assets..
Total CUITENT @SSELS....uveiieeeieeieeriie e eseeseesae e sae e

Long-term assets:
INVESTMENTS. ..eiiiiiiiiiiiie e
Receivables, net:

ACCOUNES. ...ttt e e e e e e e s e

CONIIDULIONS. ...ttt

PartiCIPANTS. ...cuvvieeiiiee e

LO@NS @NA NOLES....ccicuiieeiiiie ettt et e
Interfund receivables...........coooviiiiiii i
Restricted assets:

Cash and cash equivalents..........ccceeeeviieeeniie e

Investments.........ccccceeeeeee

Loans receivable...

Prepaid IteMS. .......eeie e
Other 10Ng-term aSSEtS........coiuiiiiieriieriee et
Deferred Charges.........oovviiiieeiiieeece e
Non-depreciable capital assets..
Depreciable capital assets, net

Total loNg-term @SSetS.......ccouviiuiiriiiiieiie e

TOtAl @SSELS..eiiiiiiiiiiie e

The Notes to the Financial Statements are an integral part of this statement.

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
615,162 318,823 $ 31,531
57,233 — —
70,530 4,464 2,103
34,674 7,862 82
8,590 — —
5,613 268 104
39,827 — —
15 — 2,933
— 50,835 —
106,267 491 554
58,766 1 —
129,592 — —
13,942 — —
155,147 — 45,741
73 — —
33 — 54,776
4,052 — 5,315
20,890 — —
21,992 — —
1,342,398 382,744 143,139
16,172 — —
233 — —
560 — —
700 — 65,067
235,003 — 152,469
17 — 2,397
54,329 — 641,192
23,169 — —
919 — —
5,716 — —
1,401 — 5,767
536,908 — —
2,435,086 — 771
3,310,213 — 867,663
4,652,611 382,744 1,010,802
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE

Hospital Authority Authority Enterprise Totals FUNDS
$ 63,165 $ 354,855 $ 203,389 $ 1,586,925 $ 618,908

— — 89,850 147,083 —

— — 31,413 108,510 107,446

14,309 14,239 3,713 74,879 121,856

— — 84 8,674 —

_ — 23,324 23,324 —

— 1,053 1,177 8,215 4,298

— — — 39,827 —
118,713 — 32,265 150,978 —

— 92,000 — 94,948 —

— — — 50,835 —

— — 170 107,482 —

1,583 146 9,686 70,182 46,824

— — — 129,592 8

14,319 — 3,732 31,993 8,108
18,195 34,955 53,417 307,455 —

— — 10,512 10,585 —

_ — 87 54,896 —

— — 763 10,130 —

9,900 — 962 31,752 16,926

— — 1,764 23,756 —
240,184 497,248 466,308 3,072,021 924,374

— — 3,490 19,662 322,676

— — — 233 118

— — 35 595 —

— — 12,618 12,618 —

— 721,683 — 787,450 —

— — 37,641 37,641 33,290

88,405 — 13,962 489,839 —
38,842 — 65,972 107,228 —

— — 10,351 705,872 —

— — 657 23,826 —

— — 12,529 13,448 —

18,787 — 9,162 33,665 —

— 3,949 — 11,117 125
224,271 — 26,355 787,534 6,297
237,488 257 77,813 2,751,415 139,422
607,793 725,889 270,585 5,782,143 501,928
847,977 1,223,137 736,893 8,854,164 1,426,302

Continued on Next Page
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State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS (Continued)

June 30, 2007
(Expressed in Thousands)

LIABILITIES
Current liabilities:
Accounts payable...........coooiiiiiiii e
Accrued salaries and related eXpenses...........occvevvveeeriieeennns
Accrued interest payable.............c...c...... .
Retainages payable...........ooceviiieeiiie e
Tax refunds payable..................
Unemployment benefits payable..........ccccceeviiienieiiiieiiees
Intergovernmental payables...........ccooeiieiiiiiinnie e
Tuition benefits payable.........cccovvieeriiee i
POIICY ClaIMS......eiiiiiiii e
Due to Other fUNAS.........cooviiiiiiiiece e
Unearned revenues...
DEPOSItS...eveeieeieeeiieeesiee e .
Amounts held in custody for others..........cc.ccooveeiiiiiiiniinieens
Securities lending collateral............ccoovoveviiieiiiee e
Liabilities payable from restricted assets:
ACCOUNES PAYADIE........eeeeiiiieeiie e
Accrued interest payable...........ccocvoiiiiiiiieieee e
BoNds payable...........cooiiiiiiiiieeiiee e

Notes payable...
Revenue bond anticipation notes payable. .
General obligation bonds payable..........cccccoveveiiiieeiniee e,
Revenue bonds payable...........ccoceiiiiiiiiiiie e
Limited obligation bonds payable...........cccccoeviiviniieiiiie e,
Capital leases payable..........cccooiiiiiiiiiee e
Compensated absences payable..
Other current liabilities .............. .

Total current liabilities..........cocveieiiiier e

Long-term liabilities:

Retainages payable...........oocvveiiiieeiiiee e
Tuition benefits payable..........cccoviiiiiiiii e
POlICY ClaIMS.....eiiiiiiiieiiie e
Interfund payables..
Unearned reVENUES..........ccoveverieeienieaienienieennes
Other liabilities payable from restricted assets. .
NOtES PAYADIE. ... e
General obligation bonds payable.............ccoceriiiniiiniiiinie
Revenue bonds payable..........ccceeeeviiiiiiiniiee e
Limited obligation bonds payable...........cccccoiiiiiiiiiiiiiiiienes
Capital leases payable.....................
Compensated absences payable.....
Other long-term liabilities........... .

Total long-term liabilities........c.cooveiiiieiiieiierieee e

Total llabilitieS.....ceeiiee i

The Notes to the Financial Statements are an integral part of this statement.

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
83,613 1,223 $ —
40,724 — 462
9,645 —_ —
7,445 — —
— 6,169 —
— 8,418 —
— 3,352 248
18,131 3,685 26
141,914 — —
5,643 — —
7,303 — —
70,530 4,464 2,103
414 — —
— — 18,255
— — 22,360
— — 5,126
7,459 — —
4,500 —_ —
18,835 — —
21,491 — —
5,758 — —
46,820 — 452
8,077 — 397
498,302 27,311 49,429
677 — —
41,149 — —
97,135 — —
337,960 — —
470,733 — 676,663
39,125 — —
57,574 — 281
61,572 — —
1,105,925 — 676,944
1,604,227 27,311 726,373
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS

$ 34,739 $ 37,515 $ 10,023 $ 167,113 $ 13,522
17,793 — 9,627 68,606 4,335
2,494 — 149 12,288 704
10,701 — — 18,146 13

— — — 6,169 —

— — — 8,418 —

— — — 3,600 —

— — 15,284 15,284 —
— — 30,000 30,000 463,874
7,818 — 4,685 34,345 2,172
4,925 — 12,924 159,763 146,907

— — — 5,643 —

— — — 7,303 —
— — 31,413 108,510 107,446

— — — 414 —

— 13,331 213 31,799 —

— 6,190 — 28,550 —

— — 52,312 57,438 —
3,137 — 4,960 15,556 3,246

— — — 4,500 —

— — — 18,835 —
1,585 — 1,065 24,141 1,385
— — — — 1,640
674 — 159 6,591 369
17,261 272 3,307 68,112 3,700
130 1,655 2,800 13,059 6,455
101,257 58,963 178,921 914,183 755,768

— — — 677 —

— — 188,267 188,267 —
— — 168,622 168,622 95,279
— — 10,414 51,563 3,967

— — 638 638 —

— 5,650 — 5,650 —
15,525 — 125,141 237,801 10,159

— — — 337,960 —
473,661 1,019,707 15,689 2,656,453 19,372
— — — — 9,345
30 — 323 39,478 191
— — 1,279 59,134 2,759

— 891 1,537 64,000 —

489,216 1,026,248 511,910 3,810,243 T 141072

590,473 1,085,211 690,831 4,724,426 896,840

Continued on Next Page
|
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State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS (Continued)

June 30, 2007
(Expressed in Thousands)

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
NET ASSETS
Invested in capital assets, net of related debt.............ccceeeeeenne $ 2,026,122 $ — $ 771
Restricted:
Expendable:
Unemployment compensation benefits..........ccccceviveiiieenns — 355,433 —
EAUCALION. ...t 191,784 — —
Capital projects 189,590 — —
DDt SEIVICE. ....eiiiiiie ettt 36,940 — 47,835
LOAN PrOGraMIS. ...uvvireeeeeaiiitiieiee e s st e e e e e st e e e s eeeeeas — — 216,291
INSUraNCe ProgramsS..........occurviiiieiiiiiiiiiiee e — — —
Nonexpendable:
EAUCALION. ... 85,890 — —
UNFESHHCIEU. ...t 518,058 — 19,532
TOtal NEL ASSELS....eiiiiiiiiiiiee it $ 3,048,384 $ 355,433 $ 284,429
Adjustment in Higher Education Fund related to consolidation of internal SErvice fUNAS ............cooiiiiiiiiiiii e
NEt ASSELS Of DUSINESS-TYPE ACTIVITIES . .. eeiiiiiiii ettt bttt et e b e e s ae e et e e e s be e eb et e R b e e eh e e e a bt e e ae e 2 be e eabe e ebeeehbeeabeeembeeaabeebeesbneanbee e

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ 56,688 $ 257 $ 50,024 $ 2,133,862 $ 102,315
_ — — 355,433 —
— — 29,965 221,749 —
— — 3,543 193,133 —
71,975 96,241 10,444 263,435 —
— 40,255 — 256,546 20,000
— — — — 427,805
— — 30,282 116,172 —
128,841 1,173 (78,196) 589,408 (20,658)
$ 257,504 $ 137,926 $ 46,062 4,129,738 $ 529,462
................................................................................................................................ 4,625
................................................................................................................................ $ 4,134,363
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State of South Carolina

Statement of Revenues, Expenses,
and Changes in Fund Net Assets

PROPRIETARY FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
Operating revenues:
ASSESSIMENTS.......eeuiteietenieeeseeteieeeeseseeseeteseseesesteseaeeseaseseaseaessasesaeaneas $ — $ 281,783 $ —
Charges fOr SEIVICES........cuiiiiiiiieiiieeie e 1,023,729 — 9,705
CONEMBULIONS......ooiiiiiiii e — — —
Interest and other investment iINCOME............ccccovvveiieienecnece — — 51,166
Licenses, fees, and permitS...........oocueieiiiieiiiee e — — —
Operating revenues pledged for revenue bonds...........ccccoceeriieninenne 156,893 — —
Federal operating grants and contracts 467,027 40,631 —
State operating grants and CONracts..........cocovevrereneeiiieeniee e 207,468 — —
Local/private operating grants and contracts............cccceeeeviieeeiciieeenne 64,802 — —
Other operating rEVENUES. .........cocuveiiiiriierie ettt 209,962 21,582 —
Total Operating reVENUES........cciuiiiiieiie et 2,129,881 343,996 60,871
Operating expenses:
General operations and administration............c..cceeeereeniennieenneens 2,747,237 263 9,727
Benefits and claims.............. — 389,824 —
Tuition plan disbursements.. — — —
INEEIESL.. .o — — 35,331
Depreciation and amortization..............ccovceerieeiieenee e 145,153 — 877
Scholarships and fellowships...........ccccoiiiiiiiiiii 170,771 — —
Other operating EXPENSES. .......ccuuieiiieriieiieeiee ettt — — 2,839
Total operating EXPENSES......uciuiiiiieiiieie e 3,063,161 390,087 48,774
Operating iNnCOMe (I0SS)......coiuiiiiiiiiiieiie e (933,280) (46,091) 12,097
Nonoperating revenues (expenses):
Federal and local government appropriations..............cccocveeieeinnene 62,525 — —
INEEIEST INCOME. .. .iiiiiiie et 57,952 14,042 —
Contributions.............ccccvveeeee.. . 102,017 — —
Federal grants and contracts......... . 16,802 — 112,600
Local/private grants and contracts. 6,189 — —
INTErEST EXPENSE. ..ttt et sne e (37,760) — —
Net other nonoperating revenues (EXPENSES).........cvecveeueirireercneenns 17,410 — (109,257)
Total nonoperating revenues (EXPENSES)......ccovvvverveerireereeenineens 225,135 14,042 3,343
Income (loss) before other revenues, expenses,
losses, and tranSfers.....oooocei i (708,145) (32,049) 15,440
Capital ContribULIONS..........cociiiiiiii e — — —
Federal capital grants and CONracts...........ccocevevienneeiiieeniiee e 16,958 — —
Local/private capital grants and contracts. 68,635 — —
Additions to endowments.... 11,805 — —
TrANSTEIS IN.ciiiiiiicc e 1,004,685 2,400 2,009
TrANSTEIS OUL.....tiiiiiieieie et (25,785) (1,850) (250)
Change in Net @SSEeLS......ccoiiiiiiiiiie e 368,153 (31,499) 17,199
Net assets (deficit) at beginning of year (restated).........ccccceevveeenn. 2,680,231 386,932 267,230
Net assets at eNd Of YEAI......cccccveriiieriee e $ 3,048,384 $ 355,433 $ 284,429

Adjustment in Higher Education Fund related to consolidation of internal service funds
Change in net assets Of DUSINESS-TYPE ACTIVITIES ... ... e e et e e et e et e e et et et e et een e ee aenees

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

FUNDS
Medical Education
University Assistance Nonmajor
Hospital Authority Authority Enterprise Totals
$ - $ — $ — 281,783
733,301 48,975 325,339 2,141,049
— — 18,878 18,878
— 20,920 23,157 95,243
— — 2,281 159,174
— — — 507,658
— — — 207,468
— — — 64,802
15,749 750 39,071 287,114
749,050 70,645 408,726 3,763,169
690,850 19,174 261,929 3,729,180
— — 23,577 413,401
— — 8,100 8,100
— 38,383 — 73,714
22,945 494 4,148 173,617
— — — 170,771
— 3,486 219 6,544
713,795 61,537 297,973 4,575,327
35,255 9,108 110,753 (812,158)
— — — 62,525
3,164 — 8,916 84,074
— — 3,635 105,652
— — — 129,402
— — 254 6,443
(9,829) — (7,081) (54,670)
— (1,623) (1,530) (95,000)
(6,665) (1,623) 4,194 238,426
28,590 7,485 114,947 (573,732)
— — 57 57
— — — 16,958
— — — 68,635
— — 1,436 13,241
— — 3,648 1,012,742
(2,211) — (31,108) (61,204)
26,379 7,485 88,980 476,697
231,125 130,441 (42,918)
$ 257,504 $ 137,926 $ 46,062
(11,511)
465,186

INTERNAL
SERVICE

FUNDS

1,839,201

78,463
1,918,628

344,432
1,439,099
9

14,008

5,715

1,803,263

115,365

43,508

(2,164)
210
41,554

156,919
98

94,281
(22,802)
228,496
300,966
529,462
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State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Cash flows from operating activities:
Receipts from customers, patients, and third-party payers.............c.......
ASSESSMENES FTECEIVEM. ......oiiiiiiiiiiieiiee et
Grants received
Receipts from collection of [oans and NOtES............ccvveviveeiiiieiiieeinns
Receipts of funds held for others...........ccocvviviiiiii e
Internal activity—payments from other funds...
Tuition plan contributions received.
Other operating cash receipts........
Claims and benefits Paid...........cccooviiiiiiiiiie e
Payments to suppliers for goods and SErviCes...........cccovvveerieieniieennnns
Payments to employees
Payments for scholarships and fellowships...........ccccoovviiiiiiiniiiniieee
Loans issued to StUAENTS..........ccoovieiiiiiieeeeee e
Payments of funds held for others..
Program loans issued.............ccccevvveennnen,
Internal activity—payments to other funds.
Other operating cash PaymMeNts...........covcvieiiiieiiiie e

Net cash provided by (used in) operating activities.............c.ccceeueee

Cash flows from noncapital financing activities:
State, county, and local appropriations.............ccecveveereenieniieenieeneeninen
Federal appropriations
Funds held for Others...........coocoiiiiiiii e
Principal payments received from other funds............cccccceviiniiniiincens
Principal payments made to other funds.........
Receipt of interest from other funds......
Interest payments made to other funds
Loans received from other funds.............ccoooiiiiiiiiiiniiiiiee,
Proceeds from sale of noncapital revenue bonds
Principal payments on noncapital revenue bonds.
Proceeds from issuance of noncapital debt................ccocoiiiiiinnn.
Principal paid on noncapital debt................cccoiiiiiii
Interest payments on noncapital debt...
Payment of bond issuance costs.......................
Gifts and grants for other than capital purposes
Federal reVENUE...........cooiiii s
Payments from Federal grants............cccccooiiiiiiiinincneeeeeeecee e
Other cash receipts
Other cash PAYMENES .........ccceeiiiiiiieie e
TrANSTEIS IN...oiiiiie e
TrANSTEIS QUi e
Net cash provided by (used in)
noncapital financing activities. ..o

The Notes to the Financial Statements are an integral part of this statement.

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
1,243,072 — $ —

— 285,771 —
716,791 42,376 —
365,130 — 112,112
158,373 — —

72,610 — —
43,398 21,607 11,598
— (388,646) (613)
(1,077,643) — (5,425)
(1,716,766) — (6,869)

(145,701) — —

(366,942) — —

(133,653) — —

— — (206,845)

(1,598) (263) _

(842,929) (39,155) (96,042)

54,227 — —
20,928 — —
(105) — —

— — (2,653)

— — 83,540

— — (59,186)

(89) — (31,764)

— — (856)
147,478 — —

— — 112,600

— — (109,257)

9,506 — —

(2,935) — —
1,003,060 2,400 17,149
(28,295) (1,850) (15,391)
1,203,775 550 (5,818)
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
737,406 $ 91,649 $ 309,875 2,382,002 $ 1,366,252
— — 94,208 379,979 —
— — — 759,167 —
— 645,962 — 1,123,204 —
— — — 158,373 —
— — — 72,610 494,902
— — 8,822 8,822 —
15,232 — 47,580 139,415 67,365
— — (160,850) (550,109) (1,418,906)
(313,550) (147,987) (98,642) (1,643,247) (269,728)
(310,122) (3,575) (149,886) (2,187,218) (73,608)
— — — (145,701) —
— — — (366,942) —
— — — (133,653) —
— (514,200) — (721,045) —
(72,610) — — (72,610) (11,844)
— — (15,646) (17,507) (327)
56,356 71,849 35,461 (814,460) 154,106
— — — 54,227 —
— — — 20,928 —
— — — (105) —
— — — — 3,371
— — (3,976) (3,976) (196)
— — — — (755)
— — (929) (929) —
— — — (2,653) 7,027
— 172,700 — 256,240 —
— (51,770) — (110,956) —
— — 1,700 1,700 —
— — (4,051) (4,051) —
— (35,936) (4,024) (71,813) —
— (843) — (1,699) —
— — 4,044 151,522 —
— — — 112,600 —
— — — (109,257) —
— — 1,654 11,160 —
— (3,266) (18) (6,219) —
— — 3,751 1,026,360 94,281
(552) — (31,108) (77,196) (22,802)
(552) 80,885 (32,957) 1,245,883 80,926

Continued on Next Page
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State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS (Continued)

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Cash flows from capital and related financing activities:
Capital apPropriationNs..........c.eeovieeiierieeieenee e
Acquisition of capital SSEtS ........cccccieriiriiiieiee e
Principal payments on notes payable .............cccoeoiiiieniiniciececees
Principal payments on limited obligation bonds.
Proceeds from issuance of capital debt.............ccccoeiiiiiiniiiiiiiiii
Principal paid on capital debt and lease............ccccooveriiiniiniciciccee
Interest payments on capital debt..........ccccooviiiiieniiniee
Payment of agent and broker fees...........coccveriiiiiiinicnce
Proceeds from sale or disposal of capital assets............ccccccvervenieniennns
Capital grants and gifts reCeived...........ccooiirieriiniiieeeeee e
Net cash provided by (used in) capital and related
fiINANCING ACHIVITIES ..coiiiiiii e

Cash flows from investing activities:
Proceeds from sales and maturities of investments..............ccccoeeveeenns
Purchase of INVESIMENLS .........ccoiiuiiiiiiie e
Interest and dividends on investments..
Transfer of endowment funds.............cccceveneen.
Collection of escrow payments from borrower

Net cash provided by (used in) investing activities..........cccoccveenee.

Net increase (decrease) in cash and cash equivalents..........cccccevvveene

Cash and cash equivalents at beginning of year (restated)....................
Cash and cash equivalents at end of year.........cccccceevvieiiiie e,

Reconciliation of operating income (loss) to net cash
provided by (used in) operating activities:
Operating iNCOME (IOSS) ...ccvvviiiiiieiiiee ittt
Adjustments to reconcile operating income (loss)
to net cash provided by (used in) operating activities:
Depreciation and amortization ............cccocveeviiieiiiee i
Provision for bad debts.............c.cccc.....
Realized gains and l0SSeSs 0N iNVESIMENTS..........coevvveeiiiieniiiee e,
Issuance of loans and notes..............c......
Collection of loans and notes
Interest payments reclassified as noncapital financing activities............
Interest and dividends on investments and interfund loans....................
Amounts received for payment of Claims..........ccccoviveiiieiiiieniiee e
Payment of claims..........ccccovvvveniinenns
Other nonoperating revenues...
Other nonoperating expenses..

The Notes to the Financial Statements are an integral part of this statement.

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
12,978 $ — $ —
(363,874) — (32)
(3,998) — —
203,428 s s
(58,215) — —
(36,177) — —

(897) — —
20,950 s s
23,850 — —

(201,955) — (32)
451,500 — (23)
(451,214) — _
33,331 13,961 12,478
(7,000) — —
26,617 13,961 12,455
185,508 (24,644) (89,437)
819,804 343,467 319,178
1,005,312 $ 318,823 $ 229,741
(933,280) $ (46,091) $ 12,097
145,153 — 1,141
5 — —
— — (206,845)
— — 72,766
— — 35,332
_ — (12,272)
323 — —
(67) — —
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ — — — 12,978 —
(101,509) (126) (10,115) (475,656) (17,475)
— — — (3,998) —
— — — — (4,320)
10,675 — — 214,103 1,385
(6,978) — (1,894) (67,087) (11,769)
(27,348) — (4,928) (68,453) —
(2,006) — (28) (2,931) —
3 — 1 20,954 819
— — — 23,850 —
(127,163) (126) (16,964) (346,240) (31,360)
13,022 — 90,911 555,410 230,012
(7,830) — (116,102) (575,146) (366,237)
9,804 20,215 38,071 127,860 60,784
— — — (7,000) —
— — 2,043 2,043 —
14,996 20,215 14,923 103,167 (75,441)
(56,363) 172,823 463 188,350 128,231
226,128 216,987 270,305 2,195,869 490,677
$ 169,765 389,810 270,768 2,384,219 618,908
$ 35,255 9,108 110,753 (812,158) 115,365
22,945 494 4,148 173,881 14,008
82,588 (73) 36,786 119,306 —
— — (9,663) (9,663) —
— (33,612) — (240,457) —
— 32,744 — 105,510 —
— 38,616 — 73,948 —
— (20,868) (23,157) (56,297) —
— — 92,659 92,659 —
— — (118,488) (118,488) —
— — 2,599 2,922 1,720
— — — — (1,244)
664 — 1,779 2,376 —

Continued on Next Page
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State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS (Continued)

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Effect of change in operating assets and liabilities:

ACCOUNLES rECEIVADIE, NEL.......uueiiiiiiiiiiiiiiieiiie it eerb b
Receivable from participants, Net...........ccoceveiiiinieniiie e
Accrued interest
Lo@ns receivable............cooiiiiiiiiiii

Due from Federal government and other grantors...........c.cccocevveeneennen.
Due from other funds...........ccccccoeiiiiiiiiiiiiie

Inventories.....
Other assets..... .

ACCOUNES PAYADIE. ..ottt
Accrued salaries and related eXPENSES..........ccevveiviireerierieene e
Accrued interest payable
Retainages Payable..........cooiiiiiiiiii e
Tax refunds payable...........cocoiiiiiiii e
Unemployment benefits payable.
Intergovernmental payables.
Tuition benefits payable....
POICY ClAIMS.. ..ot
Due to Other fUNS..........ocoiiiiiii e
Unearned revenues
DIBPOSIES. ..ttt
Liabilities payable from restricted assets ........cccvvevierieinecnienienieee
Compensated absences payable ..........ccoccooieiiiiiiiiii
Other labilities. ........cooiiii e

Net cash provided by (used in) operating activities..............cceeeuue..

Noncash capital, investing, and financing activities:

The Notes to the Financial Statements are an integral part of this statement.

Acquisition of capital assets through:
Assumption of IabilitieS..........ccvrviiiiiiiii e
DONALIONS. ... .ottt
Disposal of capital assets
Increase (decrease) in fair value of investments............ccccvvvveiiiieennnen.
Decrease in investments for amortization and accretion...............c.........
Accrual of arbitrage inCome...........ccccoevviiieiiiie e,
Long-term debt forgiven..........ccccovieiiieeeiieenee e

Total noncash capital, investing, and financing activities................

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
(58,031) $ 25 $ 288
— — (81)
(1,770) — 52,787
— (264) 495
197 2,579 (54,812)
(11,477) 30 _
2,129 — 26
— 1,409 —
— 1,443 —
— (295) 234
— 2,009 (429)
15,145 — —
387 — —
— — (1,480)
7,769 — 23
(9,412) — 4,688
(842,929) $ (39,155) $ (96,042)
5,849 — $ —
30,277 — —
(1,296) — —
14,235 — 66
284 — —
49,349 — $ 66

62



State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ (83,925) $ (343) $ (39,045) $ (181,031) $ (2,197)
— — (10,187) (10,187) —
— — — (81) 14
— 120,171 — 171,188 —
— — — 231 —
— — 13 13 (1,758)
— — (102) (102) (180)
(9,776) — 81 (61,731) (1,105)
5,336 (74,045) 5,087 (75,069) 6,260
— — 1,763 3,918 153
— — — — (100)
— — — — (20)
— — — 1,409 —
— — — 1,443 —
_ — _ (61) _
— — (172) 172) —
— — (18,784) (18,784) 23,233
— — (495) 1,085 (557)
4,925 — (690) 19,380 147
— — — 387 —
— — — (1,480) —
— 35 373 8,200 367
(1,656) (378) 203 (6,555) —
$ 56,356 $ 71,849 $ 35,461 $ (814,460) $ 154,106
$ — $ — $ — $ 5,849 $ —
— — — 30,277 —
— — — (1,296) —
— — 5,029 19,330 3,200
— — — — (13,472)
— (1,623) — (1,623) —
— — — 284 1,290
$ — $ (1,623) $ 5,029 $ 52,821 $ (8,982)
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State of South Carolina

Statement of Fiduciary Net Assets

FIDUCIARY FUNDS

June 30, 2007
(Expressed in Thousands)

ASSETS
Cash and cash equivalents............c.cccceuene

Receivables, net:
ACCOUNTS. ...
ContributionsS........c..cvveeiiiiie e
Employer long-term.........cccocoevvveeneeinnenn
Accrued iNterest.........ccuveeeviivieeeeiiiiee s

Investments, at fair value:
United States government securities.........
United States government agencies and
government-insured securities.................
Corporate bonds...........ccceevveiiiieiiiieniieenns
Financial and other...........c.ccociiiiiiins

EQUItIES....oiiiiieiiiee e
Total iNnvestmMents.........cccvveeeeciieeeeciiennnn

Securities held in lieu of surety bonds.........
Invested securities lending collateral...........
Capital assets, Net .......cceevveeiiieiniic e
Prepaid itemMS.........coovieriieiiiieeeeeeeee e
Other @SSetsS.......cooivveiiiiiiieeec e

Total aSSetS...covvvevrieiiieeiee e

LIABILITIES

Accounts payable..........cccooeeviiiiiieiiieen,
Accounts payable—unsettled investment
PUIChASES......eeiiiieiiieee e
Due to other funds..........ccccceeniieniciiicnnn,
Tax refunds payable..........ccccooveviievinennne
Intergovernmental payables.......................
DEPOSIES....eeeeiiieeiie et
Amounts held in custody for others.............
Deferred retirement benefits.............cccccoeee
Securities lending collateral.........................
Other liabilities........cccveivieriiiereeeeeee

Total liabilities........cccceevicivieeiiiiiinnene

NET ASSETS

Held in trust for:
Pension benefits..........cccoovvieniiiiiicnens
External investment pool participants........
Other PUrPOSES.........ceeveerrieieenie e

Total net assetS......cccvveevvieeveeennnn.

The Notes to the Financial Statements are an integral part of this statement.

Investment Trust

Pension Local Government Private-Purpose
Trust Investment Pool Trust Agency
6,064,921 1,559,065 27,490 175,425
— — — 5,924
159,370 — — —

867 — — —
131,741 6,170 966 1,478
471,858 — 414 —

18,054 — — —
— — — 2,866
781,890 6,170 1,380 10,268
8,153 — — 55,941
563,024 — — —
3,611,347 224,894 — —
3,543,185 434,671 — —
1,314,164 88,828 975,221 29,598
13,156,728 — — —
22,188,448 748,393 975,221 29,598
— — — 293,468
5,085,506 133,569 1,244 18,329
3,577 — i _

495 — — —

— — 5,027 —
34,132,990 2,447,197 1,010,362 583,029
7,605 2 809 17,006

239

282,602 — — —

34,933 — — —
— — — 629
— — — 2,492
— — — 2,838
— — — 541,484

641,750 — — —
5,085,506 133,569 1,244 18,329
31,814 642 — 251
6,084,210 134,213 2,292 583,029

28,048,780 — — _

— 2,312,984 — —

— — 1,008,070 —

28,048,780 2,312,984 1,008,070 —
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State of South Carolina

Statement of Changes in

Fiduciary Net Assets
FIDUCIARY FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Additions:
Licenses, fees, and PermitS..........cccevieiriienieeiie e

Contributions:
EMPIOYET ...t
EMPIOYEE. ... s
Deposits from pool participants
TUItION PIaN AEPOSILS. ....eeiiiiiiieiiiie et

Total CONIIDULIONS. ....ccviieeeceie et

Investment income:
Interest income and net appreciation in investments.....................
Securities 1ending INCOME...........cooiiiiiiiiie e

Total INVeStMENt INCOME.......ccoivieeeciiie e

Less investment expense:
INVESIMENT EXPENSE.....oiiiiiriiieeiei et
Securites lending expense....

Net iNVESTMENT INCOME.......cviieiiiiie e

Transfers between pension trust funds...........ccccoevieeiiiei e,
TrANSTEIS iMoo

Total additions

Deductions:
Regular retirement benefits. ..o
Supplemental retirement benefits..........ccoooiii
Deferred retirement benefits...........ccoooiiiiiiie
Refunds of retirement contributions to members..
Group life insurance claims..........cccoovevveenieennen.
Accidental death benefits........
Withdrawals, pool partiCipants............ccoeceeiiieriee i
Distributions to pool partiCipants.............cccovuvieiiieee e
Depreciation
AdMINISrative EXPENSE.......oiiiiiiiiiiiiie ettt
Payments in accordance with trust agreements............cccccceveveeneeenns
Other EXPENSES......ccoiuiiiiiiiiie et
Transfers between pension trust funds....

Total dedUCHiONS......coiiiiiiiie e
Change in Net @SSEeLS.....ccceiiiiiiieiieee e
Net assets at beginning of year........cccccoiiiiiiiiiiiine e
Net assets at end Of YEar........ccoveeiiiiriii i

The Notes to the Financial Statements are an integral part of this statement.

Investment Trust

Pension Local Government Private-Purpose
Trust Investment Pool Trust
— $ — $ 159
764,115 — —
578,019 — —
— 5,615,337 —
— — 169,583
1,342,134 5,615,337 169,583
3,422,258 110,636 121,684
293,125 10,954 —
3,715,383 121,590 121,684
36,147 — —
281,435 10,706 —
3,397,801 110,884 121,684

1,745 — —

1,637 — 597
4,743,317 5,726,221 292,023
1,704,424 — —

1,587 — —

240,580 — —
89,825 — —
18,253 — —

1,198 — —

— 5,278,207 —

— 109,011 —

119 — —
18,754 102 6,250
— — 143
— — 77

1,745 — —
2,076,485 5,387,320 6,470
2,666,832 338,901 285,553

25,381,948 1,974,083 722,517
28,048,780 $ 2,312,984 $ 1,008,070
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State of South Carolina

Statement of Net Assets

DISCRETELY PRESENTED COMPONENT UNITS

June 30, 2007
(Expressed in Thousands)

Connector
Public State 2000 Nonmajor
Service Ports Association, Lottery Component
Authority Authority Inc. Commission Units Totals
ASSETS
Current assets:
Cash and cash equivalents...........ccccccevveeriiennene $ 106,179 $ 157,802 $ 704 $ 14,332 % 33,172 312,189
INVESTMENTS. ...ttt 18,326 — 321 — 85,864 104,511
Invested securities lending collateral...................... — 21,506 — 43 901 22,450
Receivables, net
ACCOUNTS .. 167,798 18,611 — 29,679 1,489 217,577
ContributionS ......coeeeiiiiiiiiiieiee e — — — — 2,689 2,689
AcCrued INtEreSt .......ccccvveeiiieeeeiieee e sree e 4,437 — — 494 811 5,742
Due from Federal government and other grantors.. — — — — 19 19
Due from primary government..........ccocceevveerveenne. — 167,541 — — 1 167,542
INVENEOMIES. ...ttt 231,481 4,716 89 2,244 — 238,530
Restricted assets:
Cash and cash equivalents............c.ccccovieeiiiens 76,995 — 1,501 411 16,925 95,832
INVESTMENES. ...uviiiiiie e 109,666 — 1,017 — — 110,683
(@1 41T PP USPPPPPP — — 3 — — 3
Prepaid items..........ooiiiiiieii e 3,933 4,172 38 — 146 8,289
Other current assets... . 23,770 — — 840 318 24,928
Deferred charges.........cccoooeiiiiiiiniciie e, — — — — 1,704 1,704
Total current assets.........cccuveevvveeeiiieeeesiieeeainns 742,585 374,348 3,673 48,043 144,039 1,312,688
Long-term assets:
Receivables, net:
ACCOUNTS.....coiiiiiiiit et e e e e e e — — — — 1,939 1,939
ContribULiONS.........ooiiiiiieece e — — — — 38,229 38,229
INVESIMENES.....uviiiiiiee e 79,758 6,206 — — 683,322 769,286
Restricted assets:
Cash and cash equivalents............ccccevveeneeennne. 53,510 — 567 — — 54,077
Investments 284,664 — 15,879 — — 300,543
(@111 SO — — 1 — — 1
Other [ong-term assets..........cccceeviveeeeiiieeesiieeeens 2,424 11,669 — 6,162 12 20,267
Deferred charges.........cccoooeiiiniinicineee e, 493,589 15,715 3,989 — — 513,293
Investment in joint venture..........ccccevveeeeiiieee s 7,672 — — — — 7,672
Non-depreciable capital assets...........cccceveeiirene 1,387,409 259,325 — — 8,971 1,655,705
Depreciable capital assets, net...........cccceevevieennnns 2,488,882 244,348 162,651 2,645 736 2,899,262
Total long-term assetS.......ccocvvvveeeeiiieeesiieeeens 4,797,908 537,263 183,087 8,807 733,209 6,260,274
Total ASSetS...ccuevieeiiee e 5,540,493 911,611 186,760 56,850 877,248 7,572,962

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Statement of Net Assets

DISCRETELY PRESENTED COMPONENT UNITS (Continued)

June 30, 2007
(Expressed in Thousands)

Connector
Public State 2000 Nonmajor
Service Ports Association, Lottery Component
Authority Authority Inc. Commission Units Totals
LIABILITIES
Current liabilities:
Accounts payable...........ccooeiiiiiiiin $ 209,858 18,267 $ 70 % 3863 $ 2,215 $ 234,273
Accrued salaries and related expenses. 7,654 1,379 — 771 64 9,868
Accrued interest payable..............cccc.. 79,742 2,980 — — — 82,722
Retainages payable........ . — 170 — — — 170
Prizes payable.........ccccooiiiiiiiii e — — — 25,692 — 25,692
Intergovernmental payables............cccoccceiiiienene — 636 — — 13 649
Policy claims.........ccccoeviiennennnn . 2,402 — — — 45,000 47,402
Due to primary government...................... . — — 3,726 21,848 129,600 155,174
Deferred revenues and deferred credits... . — — 158 431 25,373 25,962
DEPOSIES. . eeeeiiiiie ettt — — 13 — — 13
Securities lending collateral...........cc.ccccoceeneennen. — 21,506 — 43 901 22,450
Liabilities payable from restricted assets:
Accounts payable..........ccoeeiiieniiiie e — — — — 226 226
Accrued interest payable............c.ccciiiniiennn. — — 1,766 — — 1,766
Notes payable.........ocoeiieiiiiiiiec e — 445 — — — 445
Revenue bonds payable............cccocoeviiiniiincnn 76,475 3,330 — — — 79,805
Capital leases payable...........cccveieiiiiiiinnnenne. 2,738 43 — — — 2,781
Commercial paper NOtES..........cccvcvverveervieneeenne. 195,072 — — — — 195,072
Compensated absences payable..............c.cc...... — 2,631 — 425 40 2,996
Other current liabilities..........ccocoveeeeeeeieiiiiieeee. 64,488 13,064 — 212 447 78,211
Total current liabilities............ccceviieiiciinen, 638,429 64,351 5,733 53,285 203,879 965,677
Long-term liabilities:
Retainages payable...........ccoccoviiiiiiiinniienieee 63,582 — — — — 63,582
Policy claims........cccooviiiiiiiieeiiie e — — — — 157,368 157,368
Deferred revenues and deferred credits... 277,920 — — — — 277,920
Amounts held in custody for others.......... . — — — — 2,732 2,732
Notes payable.........coccevieiiiiiiierceee e — 1,984 — — — 1,984
Revenue bonds payable............cccoceiiiiiieeninnenn. 3,082,795 130,868 289,457 — — 3,503,120
Capital leases payable............ccceeveiiiiiienninenn. 7,158 15 — — — 7,173
Compensated absences payable..............c.c....... 15,393 — — 509 34 15,936
Other long-term liabilities............cccoooeeiiininnnnnn. 30,830 — — — 10,433 41,263
Total long-term liabilities...........c.cccoeeviininiinn. 3,477,678 132,867 289,457 509 170,567 4,071,078
Total liabilitieS.......ccovveeineiie e 4,116,107 197,218 295,190 53,794 374,446 5,036,755
NET ASSETS (DEFICITS)
Invested in capital assets, net of related debit......... 787,362 366,209 (40,829) 2,645 9,706 1,125,093
Restricted:
Expendable:
EdUCAtiON........cooiiiiiiie e — — — — 221,533 221,533
Capital projects 20,854 — 9 — — 20,863
Debt service..... 84,804 6,227 199 — — 91,230
OFNEI .. 164,677 — — 411 2,336 167,424
Nonexpendable, education..............cccoceerieerneenne — — — — 311,777 311,777
UNFESENCIE. ... 366,689 341,957 (67,809) — (42,550) 598,287
Total net assets (defiCit).......ccccevrerivivrnnnn. $ 1,424,386 714,393 $ (108,430) $ 3,066 $ 502,802 $ 2,536,207
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Statement of Activities

DISCRETELY PRESENTED COMPONENT UNITS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Public Service AuthOrity........ccccooeviiiieeeeiiier e,

State Ports Authority

Connector 2000 Association, INC........cccccvverieeernineen.
Lottery COMMISSION........coiiiiiiiiiieeeiiiiee e
Nonmajor COmpoNent UNitS..........ceevvveerrereerieeennnenn

Program Revenues

Operating Capital
Charges for Grants and Grants and

Expenses Services Contributions Contributions
$ 1,369,560 $ 1,421,910 $ 35,466 $ —

110,241 161,244 7,372 168,263
25,994 5,085 956 —
995,109 991,739 1,245 —
116,186 50,392 168,800 —

$ 2,617,090 $ 2,630,370 $ 213,839 $ 168,263

The Notes to the Financial Statements are an integral part of this statement.

68



State of South Carolina

Net
(Expense) Net Assets (Deficit) Net Assets (Deficit)
Revenue Beginning of Year End of Year
$ 87,816 $ 1,336,570 $ 1,424,386
226,638 487,755 714,393
(19,953) (88,477) (108,430)
(2,125) 5,181 3,056
103,006 399,796 502,802
$ 395,382 $ 2,140,825 $ 2,536,207
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State of South Carolina

Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Scope of Reporting Entity

The South Carolina General Assembly (an elected legislative body) and several elected executives govern the State of
South Carolina. The accompanying financial statements present the activities of the State of South Carolina’s primary
government and its component units.

Component units are legally separate organizations for which the State is financially accountable. Blended component
units, although legally separate from the State, are part of the State’s operations in substance. Accordingly, the State presents
them as funds in its fund financial statements and as activities in its government-wide financial statements. In contrast, the
State excludes its discretely presented component units from the fund financial statements included within its basic financial
statements and it reports the discretely presented component units separately in its government-wide financial statements.

As explained more fully below, the State’s primary government and its component units include various State funds,
agencies, departments, institutions, authorities, and other organizations.

Primary Government

The State’s primary government includes all constitutional offices, departments, agencies, commissions, and authorities
unless otherwise noted below. Most of these have executives or boards appointed by the Governor, the General Assembly, or
a combination thereof. These entities are financially accountable to, and fiscally dependent on, the State.

Although they operate somewhat autonomously, the entities listed below are included in the State’s primary government
because they lack full corporate powers.

Fiscal year ended June 30, 2007:
State Housing Finance and Development Authority
South Carolina Education Assistance Authority
Jobs-Economic Development Authority
Patriots Point Development Authority

Fiscal year ended December 31, 2006:
The Public Railways Division of the Department of Commerce

The State’s five retirement systems are part of the State’s primary government. The State Budget and Control Board,
which consists of five elected officials, serves as trustee of the systems. The State Treasurer is custodian of the funds.

The State reports ten State-supported universities and sixteen area technical colleges within its Higher Education Fund as
part of the primary government. Although the universities and colleges operate somewhat autonomously, they lack full
corporate powers. In addition, the Governor and the General Assembly appoint most of their boards and budget a significant
portion of their funds.

The accompanying financial statements exclude the related foundations listed in Note 20 because the State does not
significantly influence operations of the related foundations nor are the related foundations accountable to the State for fiscal
matters.

Blended Component Units

Unless otherwise indicated below, the blended component units have fiscal years ended June 30, and the accompanying
financial statements include component unit financial information for the fiscal year ended June 30, 2007.

Tobacco Settlement Revenue Management Authority

The Tobacco Settlement Revenue Management Authority, a blended component unit accounted for as a governmental
fund, commenced operations in August 2000. Its creation was in accordance with an act of the General Assembly that
resulted from South Carolina’s participation in a settlement (the Master Settlement Agreement or MSA) that arose out of
litigation that a group of state governments brought against the tobacco industry. The legally separate Authority’s primary
purposes are (a) to receive all receipts due to South Carolina under the MSA after June 30, 2001, and (b) to issue the
Authority’s revenue bonds payable solely from, and secured solely by, those receipts. The Authority’s governing board is
composed of the Governor or his designee, the State Treasurer, the Comptroller General, the Chairman of the Senate Finance
Committee, and the Chairman of the House Ways and Means Committee. The State receives the funding from the bond
issuances, except in the event that the Authority issues bonds expressly to refund its outstanding bonds.
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Blended Component Units Associated with the Higher Education Fund

The State’s enterprise funds include the following blended component units, all of which are associated with the Higher
Education Fund, a major enterprise fund:

The Medical University Hospital Authority (the Authority) was created to manage and operate the Medical University of
South Carolina’s hospitals and clinics. The legislation establishing the Authority requires that the members of the Medical
University’s Board of Trustees also constitute the Authority’s Board of Trustees. The Authority also is a major enterprise
fund.

The Citadel Trust, Inc., was formed to provide scholarship and other financial assistance or support to The Citadel.

The University of South Carolina Trust (the Trust) operates exclusively for the benefit of the University’s School of
Medicine to augment and aid education, research, and service in the field of health sciences. The financial information
presented in the accompanying financial statements is for the Trust’s fiscal year ended December 31, 2006.

University Medical Associates (UMA) was established to promote and support educational, medical, scientific, and
research purposes of the Medical University of South Carolina (MUSC). UMA promotes the recruitment and retention of
superior faculty at MUSC. UMA is a blended component unit because it almost exclusively benefits MUSC even though
UMA does not provide all of its services directly to MUSC.

The Medical University Facilities Corporation was established to obtain financing for the Medical University of South
Carolina to purchase land, an office building, and a parking garage.

The CHS Development Company was established to provide financing services for the Medical University of South
Carolina by developing and leasing property.

The Pharmaceutical Education and Development Foundation (PEDF) promotes educational, research, clinical, and other
facilities and programs of the Medical University of South Carolina’s College of Pharmacy. PEDF is a nongovernmental
component unit.

The Enterprise Campus Authority was established to provide for the management, development, and operation of the
Enterprise Campus of Midlands Technical College.

Obtaining More Information about Blended Component Units
One may obtain complete financial statements for the above blended component units from the following administrative
offices:

South Carolina Tobacco Settlement
Management Revenue Authority

Medical University Facilities Corporation
c/o Medical University of South Carolina

122 Wade Hampton Office Building Controller’s Office

Capitol Complex 19 Hagood Avenue

Columbia, South Carolina 29201 Post Office Box 250817

Medical University Hospital Authority Charleston, South Carolina 29425

Fiscal Services Offices CHS Development Company

Post Office Box 250603 c/o Medical University of South Carolina

Charleston, South Carolina 29425

The Citadel Trust

c/o The Citadel

171 Moultrie Street

Charleston, South Carolina 29409

University of South Carolina Trust
Post Office Box 413
Columbia, South Carolina 29202

University Medical Associates
1180 Sam Rittenberg Boulevard
Suite 355

Charleston, South Carolina 29407

Controller’s Office

19 Hagood Avenue

Post Office Box 250817
Charleston, South Carolina 29425

Pharmaceutical Education and Development
Foundation

c/o Health Sciences Foundation

18 Bee Street

Post Office Box 250450

Charleston, South Carolina 29425

Enterprise Campus Authority

c/o Midlands Technical College
Vice President for Business Affairs
Post Office Box 2408

Columbia, South Carolina 29202
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Discretely Presented Component Units

Unless otherwise indicated below, the discretely presented component units have fiscal years ended June 30, and the
accompanying financial statements include component unit financial information for the fiscal year ended June 30, 2007.

Public Service Authority

The State General Assembly created the South Carolina Public Service Authority (Santee Cooper), a public utility
company, in 1934. The Authority’s primary purpose is to provide electric power and wholesale water to the people of South
Carolina. The Governor appoints the Authority’s Board of Directors. The Governor has the ability to remove the appointed
members at will. By law, the Authority must annually transfer to the State’s General Fund any net earnings not necessary for
prudent business operations. The financial information presented in the accompanying financial statements is for the
Authority’s fiscal year ended December 31, 2006.

State Ports Authority

The State General Assembly created the South Carolina State Ports Authority in 1942 to develop and improve the State’s
harbors and seaports. The State Ports Authority owns and operates eight ocean terminals that handle import and export
cargo. The Governor appoints the members of the Authority’s governing board. The Governor has the ability to remove the
appointed members at will. The State’s primary government has provided financial support to the Authority in the past, and
State law grants the primary government access to the Authority’s surplus net revenues.

Connector 2000 Association, Inc.

Connector 2000 Association, Inc., was created in 1996 to assist the Department of Transportation in financing, acquiring,
constructing, and operating turnpikes and other transportation projects, primarily the project known as the Southern
Connector in Greenville County. The Department of Transportation initially set the toll rates for the Southern Connector and
has the right, but not the obligation, to revise the rates. The rates must be in compliance with revenue covenants of the
Association’s financing agreements. The financial information presented in the accompanying financial statements is for the
Association’s fiscal year ended December 31, 2006.

Lottery Commission

The South Carolina Lottery Commission commenced operations in July 2001 in accordance with an act of the General
Assembly. The Commission, established to serve the State’s citizens, is governed by a nine-member board with three
members appointed by the Governor, three appointed by the President Pro Tempore of the Senate, and three appointed by the
Speaker of the House of Representatives. State law requires that the Commission transfer its net proceeds to the State to
support improvements and enhancements for educational purposes and programs.

Other Discretely Presented Component Units

The State considers the four discretely presented component units described above as its major component units. The
State’s government-wide financial statements also include the following non-major discretely presented component units:

The Clemson Foundation (the Foundation) is a non-profit, tax-exempt public charity that was established to raise and
manage private gifts for the advancement and benefit of Clemson University. The Foundation is governed by an
independent, forty-three member volunteer board of directors, with additional honorary and ex-officio directors as approved.

The University of South Carolina Educational Foundation (the Foundation) is an eleemosynary corporation operating
for the benefit and support of the University of South Carolina. The Foundation establishes and implements long-range fund
raising programs to assist in the expansion and improvement of the educational functions of the University. The Foundation
is governed by a self-perpetuating board of directors consisting of at least twenty-four members, including four ex-officio
directors.

The South Carolina Medical Malpractice Liability Joint Underwriting Association (the Association) was established to
provide medical malpractice insurance on a self-supporting basis. The Association is governed by a board of thirteen
directors, all of whom are appointed by the Governor. The Governor has the ability to remove the appointed members at
will. The financial information presented in the accompanying financial statements is for the Association’s fiscal year ended
December 31, 2006.

The South Carolina First Steps to School Readiness Board of Trustees was established in 1999 as a non-profit, tax-
exempt corporation under Section 501(c)(3) of the Internal Revenue Code. The corporation was created specifically to carry
out the objectives of The South Carolina First Steps to School Readiness Act and to lessen the burdens on government by
overseeing the South Carolina First Steps to School Readiness initiative for improving early childhood development. The
corporation’s governing board is composed of two classes of members, voting and nonvoting. The Board’s voting members
include the Governor, State Superintendent of Education, ten Governor appointees, four members appointed by the President
Pro Tempore of the Senate, four members appointed by the Speaker of the House of Representatives, the Chairman of the
Senate Education Committee, and the Chairman of the House Education and Public Works Committee.
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The Children’s Trust Fund of South Carolina, Inc. (the Fund), is a non-profit, tax-exempt organization under Section
501(c)(3) of the Internal Revenue Code. The Fund’s purpose is to stimulate innovative prevention and treatment
programming to meet critical needs of South Carolina’s children by awarding grants to private non-profit organizations. The
Governor appoints the Board of Trustees’ nine members. The Governor has the ability to remove the appointed members at
will. The financial information presented in the accompanying financial statements is for the Fund’s fiscal year ended
December 31, 2006.

Obtaining More Information about Discretely Presented Component Units

One may obtain complete financial statements for the discretely presented component units from the following
administrative offices:
South Carolina Public Service Authority

(Santee Cooper) University of South Carolina Educational
One Riverwood Drive zgngdgtlon Buildi
Post Office Box 2946101 Unive?si?;ncsf SLcj)Iutr:ngaroIina
Moncks Cor.ner, South Carolina 29461 Columbia, South Carolina 29208
South Carolina State Ports Authority The South Carolina Medical Malpractice
Post Office Box 22287 e C " o
Charleston. South Carolina 29413 Liability Joint Underwriting Association

' c/o Patient’s Compensation Fund

Connector 2000 Association, Inc. 121 Executive Center Drive
Post Office Box 408 Suite 110
Piedmont, South Carolina 29673 Columbia, South Carolina 29210
The South Carolina Lottery Commission The Children’s Trust Fund
Post Office Box 11949 1205 Pendleton Street, Suite 506
Columbia, South Carolina 29211 Columbia, South Carolina 29201

Clemson University Foundation
110 Daniel Drive
Clemson, South Carolina 29634

Fund financial statements for the South Carolina First Steps to School Readiness Board of Trustees are included in the
Supplementary Information section of the State’s Comprehensive Annual Financial Report. This entity does not issue
separate financial statements.

Related Organizations

A related organization is one for which the primary government is accountable but not financially accountable. The
South Carolina Reinsurance Facility, the Associated Auto Insurers Plan, regional housing authorities, and the Rural
Crossroads Institute are related organizations because the State is not financially accountable for them despite the fact that the
Governor appoints a voting majority of their governing boards. County boards of mental retardation and redevelopment
authorities are related organizations if the Governor appoints a voting majority of the members.

Jointly Governed Organizations

The Governor, in conjunction with officials of certain local governments, appoints the board members of two military
facility redevelopment authorities. The State does not have an ongoing financial interest in these authorities. The Governor
appoints one out of seven board members of the Charleston Naval Complex Redevelopment Authority and three out of nine
board members of the Myrtle Beach Air Force Base Redevelopment Authority.

During the 2001-2002 fiscal year, the State joined the Atlantic Low-Level Radioactive Waste Compact, a voluntary
association of states that, by federal law, is legally separate from each of the party states. South Carolina does not have an
ongoing financial interest in the Compact.

b. Basis of Presentation
Government-wide Financial Statements

The statement of net assets and the statement of activities report information about all activities of the primary
government and its component units, except for fiduciary activities. These statements distinguish between the State’s
governmental and business-type activities. Taxes, federal revenues, and other nonexchange transactions primarily finance the
governmental activities whereas fees charged to external parties finance, in whole or in part, the business-type activities. All
of the State’s governmental and internal service funds are reported in the government-wide financial statements as
governmental activities and all of its enterprise funds are reported as business-type activities. (See the Fund Financial
Statements subsection for more information about fund types.)
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Statement of Activities and Eliminations

The statement of activities presents a comparison between direct expenses and program revenues for the different
business-type activities of the State and for each function of the State’s governmental activities. Direct expenses are those
that are specifically associated with a program or function and, therefore, are clearly identifiable to a particular function. The
State does not eliminate direct expenses and does not allocate indirect expenses to functions in the statement of activities. In
the statement of activities, reimbursements under indirect cost plans for federal reimbursement purposes are reported as
program revenues of the function that includes the reimbursed expenses.

Eliminations have been made to minimize the double-counting of internal activities. For example, the State eliminates
payments the Department of Health and Human Services makes to the Department of Mental Health for providing Medicaid
services because it reports both departments in its health and environment function. An exception to this general rule is that
interfund services provided or used between functions have not been eliminated in the statement of activities because to do so
would distort the net cost data for functional activities as reported in the total column of that statement. The State treats these
internal payments as program revenues and treats interfund reimbursements in the statement of activities in the same manner
as described below for fund financial statements. For example, when the Department of Health and Human Services
purchases computer services from one of the State’s higher education institutions, the health and environment governmental
function reports an expense, and the higher education business-type activity reports program revenue (charges for services).

Program revenues include: (a) fees, fines, and charges paid by the recipients of goods, services, or privileges offered by
the programs; (b) grants and contributions that are restricted to meeting the operational or capital requirements of a particular
program; and (c) investment earnings that are legally restricted for a specific program. The State classifies as general
revenues all revenues that are not program revenues, including all taxes.

Major Component Units

The State’s management designates the Public Service Authority, the State Ports Authority, the Connector 2000
Association, Inc., and the Lottery Commission as major component units. The nonmajor component units include aggregate
totals of all remaining discretely presented component units. In determining which discretely presented component units to
designate as major, the State considered each component unit’s significance relative to the other discretely presented
component units and the nature and significance of its relationship to the primary government.

Fund Financial Statements

The fund financial statements provide information about the State’s funds, including its fiduciary funds and blended
component units. The State presents separate statements for each fund category—governmental, proprietary, and fiduciary.
The emphasis of fund financial statements is on major governmental and enterprise funds, with each displayed in a separate
column. The State aggregates and reports as nonmajor funds all remaining governmental and enterprise funds.

The State eliminates material intrafund activity. It also treats interfund reimbursements (repayments from the funds
responsible for particular expenditures or expenses to the funds that initially paid for them) as reductions of
expenditure/expense in the initial fund. For example, during the fiscal year ended June 30, 2007, the Department of Motor
Vehicles (reported within the general government function) used office supplies and postage provided by the Department of
Public Safety (reported within the administration of justice function). The Department of Public Safety initially recorded
expenditures for the office supplies and postage in the General Fund. The Department of Motor Vehicles later reimbursed
the Department of Public Safety with special revenue monies. That is, the Department of Motor Vehicles recorded special
revenue fund expenditures while the Department of Public Safety reduced its General Fund expenditures by the same
amount.

Governmental Funds

Governmental funds focus primarily on the sources, uses, and balances of current financial resources. The governmental
fund category includes the General Fund, special revenue funds, the Capital Projects Fund, and permanent funds. The State
reports the following major governmental funds:

The General Fund is the State’s general operating fund. It accounts for resources that fund the services South Carolina’s
State government traditionally has provided to its citizens, except those required to be accounted for in another fund.

The Departmental General Operating Fund accounts for resources, other than General Fund resources, that State
agencies may use for operating purposes. These resources include significant amounts of federal grant receipts.

The Local Governmental Infrastructure Fund accounts for grants, loans, and other financial assistance to local
governments for infrastructure purposes. Certain motor fuel taxes, federal funds, and transfers from other funds are the
fund’s primary resources. This fund includes operations of the South Carolina Transportation Infrastructure Bank.

The Department of Transportation Special Revenue Fund accounts for the various gasoline taxes, fees, fines, and federal
grant resources that the Department of Transportation uses in its general operations. Those operations include highway
maintenance and repair as well as most of the Department’s administrative activities.
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The State Tobacco Settlement Fund accounts for revenues received from the General Fund and from the Tobacco
Settlement Revenue Management Authority, a blended component unit and nonmajor governmental fund designated to
receive and manage South Carolina’s share of the multi-state legal settlement with the tobacco industry. Various healthcare
and local government programs use these funds and the related interest.

The State aggregates other nonmajor governmental funds in a single column in its fund financial statements.

Enterprise Funds

Enterprise funds (which are reported as business-type activities in the government-wide financial statements) report
activities that charge fees to external users for goods or services. The State reports the following major enterprise funds:

The Higher Education Fund accounts for the general operations of ten four-year higher education institutions and sixteen
area technical colleges, all of which are part of the State’s primary government.

The Unemployment Compensation Fund accounts for the State’s unemployment compensation benefits. Revenues
consist of assessments on employers to pay benefits to qualified unemployed persons.

The Housing Authority Fund facilitates medium-income and low-income housing opportunities by providing reasonable
financing to the State’s citizens. To provide such financing, the Fund issues bonds and notes and administers federal grants
and contracts. Mortgage interest is a primary resource for the Fund.

The Medical University Hospital Authority manages and operates the Medical University of South Carolina’s hospitals
and clinics. Revenues consist of payments from patients and third-party payors including Medicare and Medicaid.

The Education Assistance Authority Fund issues bonds to make loans to individuals to enable students to attend higher
education institutions. Resources include interest charges, subsidies from the United States Department of Education, loan
repayments, and investment earnings.

The State aggregates other nonmajor enterprise funds in a single column in its fund financial statements.

Other Fund Types

The State reports the following fund types in addition to governmental and enterprise funds:

Internal service funds account for various goods and services provided to other State departments or agencies (primarily
to governmental funds), or to other governments, on a cost-reimbursement basis. Services provided by these funds include
several risk management activities for which the State is the primary participant, including underwriting related to the
following risks: public buildings and their contents, torts, medical malpractice, automobile use by public employees in the
performance of their official duties, employee health and disability, and workers’ compensation benefits. Other services
include those relating to telecommunications, computer operations, office rental, janitorial, building maintenance, lease and
repair of fleet vehicles, procurement, employee training, and management of public employee retirement systems. The
internal service funds also sell goods produced with prison inmate labor. In addition, the internal service funds purchase
selected supplies and equipment in bulk and sell these items to other State funds (primarily governmental funds) and to local
governmental units. The State’s internal service funds are considered to be governmental activities because they primarily
serve governmental funds.

Pension trust funds account for the pension benefits of the South Carolina Retirement System, the Police Officers’
Retirement System, the General Assembly Retirement System, the Judges’ and Solicitors’ Retirement System, and the
National Guard Retirement System.

The State’s investment trust fund accounts for a local government investment pool that the State Treasurer operates.

Private-purpose trust funds include a tuition savings plan benefiting college students. Another private-purpose trust
fund sets aside assets for site stabilization and closure of a nuclear waste site operated by a private company within the
State’s borders in the event that the company ceases operations or loses its license to operate. The private-purpose trust funds
also include miscellaneous other trust agreements holding assets that benefit non-State parties.

Agency funds account for assets that the State holds as an agent. These assets include deposits of insurance companies in
lieu of surety bonds; employee and employer payroll deductions and contributions for the short period of time between the
issuance of payroll checks and payment to the recipients; and various other assets held for prisoners, patients of State
institutions, and other external parties.

Operating and Nonoperating Revenues and Expenses in Proprietary Fund Financial Statements

Enterprise and internal service funds distinguish operating revenues and expenses from nonoperating revenues and
expenses. Operating revenues and expenses generally are limited to items resulting from the provision of services and goods
in connection with the fund’s principal ongoing operations. The State generally classifies revenues and expenses as operating
only if the related cash flows appear in the operating section on the statement of cash flows. Accordingly, grants and grant-
like transactions are reportable as operating revenues only if they are essentially the same as contracts for services
(i.e., exchange transactions) and they finance programs that the proprietary fund would not otherwise undertake (i.e., the
activity of the grant is inherently part of the operations of the grantor). Conversely, the State classifies nonexchange
transactions as nonoperating. This includes all grant revenues except those reportable as operating revenue as described
above and those restricted by the grantor for use exclusively for capital purposes. The State reports as operating most
expenses it pays from operating revenues but usually reports interest expense as nonoperating.
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In accordance with the general policy stated in the preceding paragraph, the Higher Education Fund’s principal
operating revenues include tuition; student fees; student loans; scholarships and grants (including Pell grants) where the
provider has identified the student recipients; sales of miscellaneous goods and services; and certain research grants that, in
substance, are contracts for services rather than nonexchange revenues. However, the Higher Education Fund generally does
not report as revenue third-party loan amounts that it receives and disburses. (In a third-party loan, a student or a student’s
parents secure(s) a student loan from a governmental fund or from another lender such as the federal government; the Higher
Education Fund then receives funds from the lender and disburses the funds to the student or applies amounts to the student’s
account.)

For the Unemployment Compensation Fund, principal operating revenues include amounts received from covered
employers and from federal agencies. The amounts received from federal agencies are classified as operating revenues
because they are provided to the State primarily to provide unemployment benefits, although amounts not needed for that
purpose may be used for other purposes. This fund’s operating expenses consist primarily of unemployment compensation
benefits paid. Interest income is classified as nonoperating revenue.

For the Housing Authority Fund and the Education Assistance Authority Fund, principal operating items include
revenues and expenses associated with program loans that provide direct benefits to individuals.

For the Medical University Hospital Authority, principal operating items include revenues and expenses associated with
managing and operating the Medical University of South Carolina’s hospitals and clinics.

Component Unit Financial Statements

The State presents a statement of net assets and a statement of activities for each of its major discretely presented
component units and for the aggregate of its nonmajor discretely presented component units.

Use of Private-Sector Accounting and Financial Reporting Principles

The government-wide and proprietary fund financial statements reflect the State’s compliance with private-sector
standards of accounting and financial reporting issued prior to November 30, 1989, to the extent that those standards do not
conflict with or contradict guidance of the Governmental Accounting Standards Board. Goverments also may opt to follow
private-sector guidance issued after November 30, 1989, for their business-type activities (enterprise funds) and for their
discretely presented component units that follow enterprise fund accounting, subject to the same limitation. Only the Public
Service Authority and the State Ports Authority, major discretely presented component units, have selected this option.

c. Measurement Focus and Basis of Accounting

A particular measurement focus determines what resources are measured. The State reports its government-wide,
proprietary, and fiduciary fund (other than agency fund) financial statements using the economic resources measurement
focus. Agency funds report only assets and liabilities; and therefore cannot be said to have a measurement focus. Business
enterprises also use the economic resources measurement focus. The State reports its governmental funds using the current
financial resources measurement focus.

The basis of accounting determines when the State recognizes revenues and expenditures/expenses as well as the related
assets and liabilities, regardless of measurement focus. Generally accepted accounting principles for governments require the
use of the accrual and the modified accrual bases of accounting as described below.

Accrual Basis

The State uses the accrual basis of accounting in reporting its government-wide financial statements, as well as its
proprietary and fiduciary fund financial statements and its major component unit financial statements. Under the accrual
basis, the State generally records revenues when earned and reasonably measurable and records expenses when a liability is
incurred, regardless of the timing of related cash flows. Revenues collected in advance are deferred until the period in which
it is earned.

Significant nonexchange transactions, in which the State gives (or receives) value without directly receiving (or giving)
equal value in exchange, include taxes, grants, and donations. On the accrual basis, the State recognizes income, sales, and
similar taxes in the period when the underlying income or sales transactions occur, net of estimated overpayments (refunds).

The State recognizes grants, donations, and similar items as revenue as soon as it meets all eligibility requirements.
Pledges are recognized as receivables and revenues, net of estimated uncollectible amounts, if all eligibility requirements are
met, the promise is verifiable, and the resources are measurable and probable of collection. Note 17b provides additional
details regarding pledges that were not measurable at June 30, 2007.

Modified Accrual Basis

Governmental fund financial statements are reported using the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
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State considers revenues to be available if they are collected within one month of the end of the current fiscal period with the
following exceptions—tax and grant revenues are considered available if collected within one year; interest on investments is
recorded as earned because it is deemed available when earned. Receivables not expected to be collected within the
established availability periods are offset by deferred revenues.

Recognition of Specific Grant and Shared Revenue Transactions

The State reports the receipt of food commodities as revenue and the distribution of commodities as
expenditures/expenses. The fair value of the donated commodities is recognized as revenues when all eligibility
requirements are met.

The State recognizes the face value of food stamp benefits distributed as revenue and expenditures/expenses under both
the accrual and modified accrual bases of accounting.

The State shares certain of its revenues with municipalities, counties, and districts within its borders, recognizing
expenditure or expense when the recipient government has met all eligibility requirements.

d. Cash and Cash Equivalents

The amounts shown in the accompanying financial statements as cash and cash equivalents represent petty cash, cash on
deposit in banks, restricted cash and cash equivalents on deposit with external parties, and cash invested in various
instruments as a part of the State’s cash management pool, an internal investment pool. Because the cash management pool
operates as a demand deposit account, amounts invested in the pool are classified as cash and cash equivalents. The State
Treasurer administers the cash management pool. The pool includes some long-term investments such as obligations of the
United States and certain agencies of the United States, obligations of domestic corporations, certificates of deposit, and
collateralized repurchase agreements.

Most entities in the primary government and the discretely presented governmental component units participate in the
cash management pool. Significant exceptions, however, are: retirement plans, the Local Government Investment Pool (an
external investment pool), the Tobacco Settlement Revenue Management Authority (a blended component unit and a
nonmajor governmental fund), the Housing Authority (a major enterprise fund), and certain activities of the Higher Education
Fund (a major enterprise fund). Of the discretely presented component units, the State Ports Authority, the Lottery
Commission, and the South Carolina First Steps to School Readiness Board of Trustees participate in the pool. For activities
excluded from the pool, cash equivalents include investments in short-term, highly liquid securities having an initial maturity
of three months or less.

e. Cash Management Pool-Allocation of Interest

The State’s cash management pool consists of a general deposit account and several special deposit accounts. The State
records each fund’s equity interest in the general deposit account. All earnings on that account are recorded in the General
Fund. In contrast, each special deposit account retains its own earnings.

f. Investments

The State Treasurer is authorized by statute to invest all State funds. The State Treasurer’s investment objectives are
preservation of capital, maintenance of adequate liquidity, and obtaining the best yield possible within prescribed parameters.
To meet those objectives, the State Treasurer uses various resources including an investment advisory service, electronic
financial quotation and information services, various economic reports, and daily communication with brokers and financial
institution investment officers.

To insure safety of principal, the State Treasurer’s policy is to limit liquid investments (i.e., those with maturities not
exceeding one year) to cash, repurchase agreements (when collateralized by United States Treasury, federal agency or other
federally guaranteed obligations with a market value in excess of 100.0% of funds advanced), United States Treasury bills,
federal agency discount notes, and commercial paper. The State Treasurer further preserves principal by investing in only the
highest investment grade securities (i.e., those rated at least A by two leading national rating services). In order to diversify
investment holdings, asset allocation policies are utilized for investments having more than one year to maturity. Overall
credit exposure is managed by asset allocation policies and by additional constraints controlling risk exposure to individual
corporate issuers.

Certain agencies and component units have specific authority to manage deposits and investments under their control.
The investment policies of these entities may differ from those of the State Treasurer.

State law has established a six-member Investment Commission with fiduciary responsibility for all of the State
Retirement Systems’ investments. The chief investment officer may invest no more than 70.0% of the Systems’ investment
portfolio in equity securities.

Substantially all of the State’s investments are presented at fair value; securities are valued at the last reported sales price
as provided by an independent pricing service. In contrast the State has presented at historical cost the investment securities
and other instruments that the Chief Insurance Commissioner holds for insurance companies in lieu of surety bonds. These
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securities are separately classified in the accompanying financial statements as securities held in lieu of surety bonds. These
instruments are recorded in the State’s agency funds and are not held for investment purposes.

Pursuant to State law, the primary government and its discrete component units do not maintain deposits or make
investments in foreign currencies.

The State sponsors the Local Government Investment Pool (LGIP), an external investment pool reported as an
investment trust fund. The LGIP’s complete financial statements may be obtained by writing to the following address:

The State Treasurer’s Office

Local Government Investment Pool
Post Office Box 11778

Columbia, South Carolina 29211

g. Receivables and Payables

The State records amounts receivable from parties outside the primary government net of allowances for uncollectible
amounts and contractual adjustments. It estimates uncollectible amounts based on past collection experience. The State
discloses the gross amounts of these receivables and the amounts of related allowances and adjustments, as well as any
significant receivable balances not expected to be collected within one year, in Note 5. Further, the State disaggregates its
receivable balances in Note 5 if any significant components thereof have been obscured in the financial statements by
aggregation or if different components of receivables have significantly different liquidity characteristics.

The State presents balances outstanding at the end of the fiscal year that relate to lending/borrowing arrangements
between funds as interfund receivables and payables and reports all other outstanding balances between funds as due to/from
other funds. The government-wide statement of net assets displays internal balances that involve fiduciary funds as accounts
receivable and accounts payable. The State reports as internal balances any residual balances outstanding between the
governmental and business-type activities in the government-wide financial statements.

h. Inventories

The State values its inventories at cost, predominantly using the first-in, first-out methodology for its proprietary funds
and its business-type activities and predominantly using the average cost methodology for its other funds and activities and
its discretely presented component units. The State records expenditures in governmental funds when it consumes inventory
items rather than when it purchases them.

i. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods. The State records these payments as
prepaid items in both the government-wide and fund financial statements.

j. Capital Assets

The State reports its capital assets in the following categories in the applicable governmental or business-type activities
in the government-wide financial statements: land and land improvements, infrastructure (i.e., highways and bridges),
buildings and improvements, construction in progress, vehicles, machinery and equipment, works of art and historical
treasures, and intangible assets.

Capital assets are valued at historical cost or at estimated historical cost if actual historical cost data are not available.
Donated capital assets are recorded at estimated fair market value on the donation date. Infrastructure assets acquired prior to
fiscal years ended after June 30, 1980, are reported at cost beginning in the year 1917. The costs of normal maintenance and
repairs that do not significantly add to the value of an asset or materially extend an asset’s useful life are not capitalized.
Cumulative costs incurred on major capital assets under construction but not yet placed in service are capitalized and reported
in the construction in progress account. Net interest incurred by a proprietary fund during the construction phase of a major
capital asset is included as part of the capitalized value of such asset.

An individual asset is capitalized and reported if it has an estimated useful life of at least two years and a historical cost
as follows: more than $5 thousand for vehicles, machinery and equipment, and works of art and historical treasures; more
than $100 thousand for buildings and improvements, depreciable land improvements, and intangible assets; and more than
$500 thousand for roads and bridges. All land and non-depreciable land improvements are capitalized and reported,
regardless of cost. Certain State agencies also capitalize those assets with a useful life between one and two years that meet
the preceding dollar thresholds, and the Lottery Commission, a major discretely presented component unit, capitalizes all
property and equipment purchases of $1 thousand or more.

Once the State or one of its discretely presented component units places a depreciable capital asset in service,
depreciation is recorded using the straight-line method over the following estimated useful lives:
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Asset Category Years
Land improvements.............cccceevveenenenns 3-60
Infrastructure—highways..............ccce..... 75
Infrastructure—bridges...........cccoceerneene 50
Buildings and improvements.................. 5-55
VehiCleS.......covvvieiiiiiiiiiceee 3-20
Machinery and equipment.................... 2-25
Works of art; historical treasures........... 10- 25
Intangible asSets..............vvvvvveeriinneinnnn 3-38

The State does not depreciate capitalized individual works of art and historical treasures determined to have
inexhaustible useful lives and does not capitalize collections of works of art and historical treasures that are held for public
use, are protected and preserved, and are subject to a policy that requires the proceeds from sales of collection items to be
used to acquire other items for collections. These non-capitalized collections include portraits of political leaders, historical
relics, antiques, fossils, and other South Carolina artifacts.

The State reports losses on disposals of capital assets as expenses of its General Government function and gains on such
disposals as general revenues in the government-wide statement of activities.

The State reports the Southern Connector toll road as a capital asset of the Connector 2000 Association, Inc., the major
discretely presented component unit that financed, constructed, and is responsible for maintaining and operating the toll road.
Under an agreement between the Association and the State Department of Transportation (DOT), the DOT retains fee simple
title to the road.

k. Deferred Charges

Deferred costs to be recovered from future revenues of the South Carolina Public Service Authority (a regulated utility
reported as a major discretely presented component unit) are recorded as deferred charges. The Authority’s rates are based
upon debt service and operating fund requirements. The Authority recognizes differences between debt principal maturities
and straight-line depreciation as costs to be recovered from future revenue. The recovery of outstanding amounts recorded as
costs to be recovered from future revenue will coincide with the repayment of the outstanding long-term debt of the
Authority.

The South Carolina Medical Malpractice Liability Joint Underwriting Association, a non-major discretely presented
component unit, defers certain policy acquisition costs for new and renewal business. The Association amortizes these costs
based on the related written and unearned premiums.

Unamortized bond issuance costs are reported as deferred charges and are amortized as described in Note 1m.

. Tax Refunds Payable

Most of the tax refunds payable balance in the General Fund relates to individual income tax. During the calendar year,
the State collects employee withholdings and taxpayers’ payments. Taxpayers file returns by April 15 for the preceding
calendar year. At June 30, the State estimates the amount it owes taxpayers for overpayments during the preceding six
months. The State records this estimated payable as tax refunds payable and a reduction of tax revenues.

m. Long-Term Obligations

The State records general long-term debt and other long-term obligations of the primary government’s governmental
funds in the governmental activities reported in its government-wide financial statements. Long-term debt and other
obligations financed by proprietary funds are recorded as liabilities in the appropriate funds.

The State defers and amortizes bond premiums and discounts, as well as issuance costs, over the life of the bonds
predominantly using the effective interest method. For current refundings and advance refundings resulting in defeasance of
debt, the difference between the reacquisition price and the net carrying amount of the old debt is also deferred and amortized
over the shorter of the remaining life of the old debt or the life of the new debt. The State reports bonds payable net of the
applicable bond premium or discount and deferred amount on refunding. Unamortized issuance costs are reported as
deferred charges.

n. Compensated Absences

During their first ten years of service, most full-time permanent State employees annually earn 15 days of vacation leave
and 15 days of sick leave. After ten years, most employees earn an additional 1.25 days of vacation leave for each year of
service over ten until they reach the maximum of 30 days per year. Employees may carry forward up to 45 days of vacation
leave and 180 days of sick leave from one calendar year to the next. Upon termination of employment, the State pays
employees for accumulated vacation leave at the pay rate then in effect. Employees do not receive pay for accumulated sick
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leave when they terminate. However, at retirement, employees participating in the South Carolina Retirement System and
the South Carolina Police Officers’ Retirement System may receive additional service credit for up to 90 days of accumulated
unused sick leave.

The government-wide and proprietary fund statements record an expense and a liability when employees earn
compensated absence credits. Governmental fund financial statements record a liability for compensated absences payable at
June 30 only if the liability has matured but has not yet been paid at that date (for example, as a result of employee
resignations and retirements). The State does not record a liability for unpaid accumulated sick leave.

0. Perkins Loan Liability

The Higher Education Fund, a major enterprise fund, records a liability related to the Perkins student loan program and
certain other federal student loan programs to reflect the amount of capital contributions received to date from the federal
government plus any other amounts that ultimately are refundable to the federal government under the programs. The State
has recorded this liability as part of its other liabilities account.

p. Restricted Net Assets

The State reports a portion of its net assets in its government-wide statements as restricted. Net assets are reported as
restricted when constraints placed on net assets use are either (a) externally imposed by creditors (such as debt covenants),
grantors, contributors, laws or regulation of other governments, or (b) imposed by law through constitutional provisions or
enabling legislation.

Enabling legislation authorizes the State to assess, levy, charge, or otherwise mandate payments of resources (from
resource providers) and includes a legally enforceable requirement that those resources be used only for the specific purposes
stipulated in the legislation. A legally enforceable requirement is one that an outside party (such as citizens, public interest
groups, or the judiciary) can compel the government to honor. At June 30, 2007, $1.269 billion was reported as restricted net
assets because of restrictions imposed by enabling legislation.

g. Flow Assumption, Net Assets

The State’s policy is to first apply restricted resources when an expense is incurred for purposes for which both restricted
and unrestricted net assets are available.

r. Escheat Property

The State accounts for its escheat property in the General Fund, the fund to which the property ultimately escheats. To
the extent it is probable that such property will be reclaimed and paid to claimants, the State records a liability and reduces
revenue in the General Fund.

NOTE 2: ACCOUNTING AND REPORTING CHANGES

a. Correction of Error: Housing Authority

During the fiscal year ended June 30, 2007, the State Housing and Finance Development Authority, a major enterprise
fund, determined that revenues and expenses related to its in-house single family mortgage servicing operations were not
properly reported in the Authority’s financial statements in past fiscal years. In prior years, all activity of the servicing
operations was included in the Single Family Finance Programs Fund through increases or decreases to cash with
corresponding entries to the mortgage escrow liability account. As a result, certain amounts earned under these servicing
activities were not properly recognized by the Authority. These amounts were not significant to the Authority on a year by
year basis; however, the single family mortgage servicing activities have grown significantly in recent years and the amounts
have now (in aggregate) been deemed significant by the Authority. Additionally, the Authority believes that all associated
revenues and expenses (as well as the amounts that the Authority holds in escrow on behalf of the borrowers) should be
reported in the Authority’s General Operating Fund. The adjustment of $4.887 million is reported as an increase to
beginning net assets for the Fund’s business-type activity in the government-wide statements and major enterprise fund in the
proprietary fund statements.

b. Change in Reporting Entity: Non-major Enterprise Fund

Effective June 30, 2006, the board of directors of the MUSC Pharmaceutical Education and Development Foundation of
The Medical University of South Carolina (PEDF), a non-major enterprise fund, gave consent for dissolution of PEDF and
revalued PEDF’s assets and liabilities to the amounts expected to be paid during the liquidation. The dissolution of PEDF
was subsequently approved by the South Carolina Attorney General on August 21, 2006. The accounting for the dissolution
was recorded as of June 30, 2006; however, in the current year there was limited cash flow activity related to the dissolution
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of the entity. Therefore, no financial information other than the statement of cash flows for fiscal year 2006-2007 is
presented for PEDF.

c. Change in Reporting Entity: Internal Service Fund

In prior fiscal years, the Governor’s School for the Arts Foundation was reported as a blended component unit of the
South Carolina Governor’s School for the Arts and Humanities and was included in the State’s internal service funds. Due
to changes in the organization and operation of the Foundation, it is no longer considered a component unit of the Governor’s
School. The removal of the Foundation from the State’s reporting entity resulted in a $2.633 million decrease to beginning
net assets for the governmental activities in the government-wide statements and internal service funds in the proprietary
fund statements. Capital assets for governmental activities have been restated by $8 thousand for machinery and equipment
and related accumulated depreciation to reflect this change in reporting entity.

NOTE 3: DEFICITS OF INDIVIDUAL FUNDS

The accompanying fund financial statements display deficit fund balances and deficit net asset balances for individual
major funds, if applicable. Nonmajor funds had the following deficit net asset balances (expressed in thousands) at
June 30, 2007:

Nonmajor Enterprise Funds:

Patients' Compensation.................. $ 208,165
Tuition Prepayment Program........... 28,182
Internal Service Funds:

State Accident Fund...................... 107,010
Pension Administration.................. 883

Actions taken to eliminate deficits include increase of existing fees, assessment of additional fees, purchase of
excess loss reinsurance, and implementation of cost containment programs.

NOTE 4: DEPOSITS AND INVESTMENTS

By law, all deposits and investments are under the control of the State Treasurer except for those that, by specific
authority, are under the control of other agencies or component units. The deposit and investment policies of those entities
may differ from those of the State Treasurer. Typically, these agencies follow the deposit and investment policies of the
State Treasurer in an effort to minimize deposit and investment risks.

a. Deposits

The following deposits disclosure excludes the primary government’s Pension Trust Funds of the South Carolina
Retirement Systems (the Systems) which are described in subsection d.

Policy

The State’s policy by law, requires all banks or savings and loan associations that receive State funds deposited by the
State Treasurer, to secure the deposits by deposit insurance, surety bonds, collateral securities, or letters of credit to protect
the State against any loss. Agencies with specific authority manage their deposits outside of the State Treasurer and may
have custodial credit risk policies that differ from the State Treasurer. Therefore, some deposits presented below have
custodial credit risk. Note 1, subsections d and e explain other policies concerning deposits.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that in the event of a depository financial institution’s failure, the State will
not be able to recover collateral securities that are in the possession of an outside party. Deposits include cash and cash
equivalents on deposit in banks and non-negotiable certificates of deposit. All deposits under the control of the State
Treasurer are fully insured or collateralized. The reported amount of the State Treasurer’s deposits as of June 30, 2007 was
$437.461 million and the bank balance was $812.197 million. As of June 30, 2007, the reported amount of the primary
government’s deposits outside of the State Treasurer was $289.899 million and the bank balance was $311.040 million. Of
the $197.742 million bank balance exposed to custodial credit risk, $99.036 million was uninsured and uncollateralized, and
$98.706 million was uninsured and collateralized with securities held by the counterparty’s trust department or agent but not
in the State’s name.
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As of June 30, 2007, the reported amount of the major discretely presented component units’ deposits was $35.298
million and the bank balance was $36.812 million. Of the $11.911 million bank balance exposed to custodial credit risk,
$449 thousand was uninsured and uncollateralized; and $11.462 million was uninsured and collateralized with securities held
by the counterparty’s trust department or agent, but not in the State’s name.

b. Investments

The investment disclosures exclude the primary government’s Pension Trust Funds of the South Carolina Retirement
Systems which are described in subsection d.

Investment Policy

The State’s investment policy by law authorizes investments that vary by fund, but generally include obligations of the
United States and certain agencies of the United States, obligations of the State of South Carolina and certain of its political
subdivisions, certificates of deposit, collateralized repurchase agreements, certain corporate bonds, and commercial paper.
Substantially all of the State’s investments are presented at fair value. Securities are valued at the last reported sales price as
provided by an independent pricing service. Investment income consists of realized and unrealized appreciation
(depreciation) in the fair value of investments and interest income earned. Other investment policies for the State and its
component units are explained in Note 1, subsection f.

Custodial Credit Risk

Custodial credit risk for investments is the risk that in the event of a failure of the counterparty to a transaction, the State
will not be able to recover the value of investments or collateral securities that are in possession of an outside party. All of
the State Treasurer’s investments are fully insured or collateralized. Certain agencies with specific authority manage their
own investments and may have custodial credit risk policies that differ from the State Treasurer. The primary government’s
investments and the major discretely presented component unit’s investments that are exposed to custodial credit risk have
been classified into two categories of custodial credit risk. Category A includes investment securities that are uninsured, not
registered in the name of the State, and are held by a counterparty. Category B includes investment securities that are
uninsured, not registered in the name of the State, and are held by a counterparty’s trust department or agent but not in a State
entity’s name. The portion of the primary government’s investments with custodial credit risk is classified by risk category
(expressed in thousands) at June 30, 2007, as follows:

Primary Government Category Reported
Investment Type A B Amount

U.S. TreaSUIMES .....ccovveericrreireereerneneens $ 2397 $ 15079 $ 17,476

U.S. @QENCIES....ciriirerieireririe e 8,759 8,334 17,093

Corporate bonds..........ccceeevvrvrcecnenne — 200 200

Equity SECUTtieS......occeeenrerirrerireiee — 8,996 8,996
Repurchase agreements........c.c.c.c.... 58,850 36,911 95,761
Asset backed securities............cc.c...... 4,400 — 4,400

Commercial paper.....coocoeeenvneeennns — 32,943 32,943
TOtAIS oo $ 74406 $ 102,463 $ 176,869

The State’s major discretely presented component units hold investments in U.S. Treasuries that are exposed to custodial
credit risk. At June 30 investments with a reported value of $6.206 million were classified as Category B.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations to the State. The
State Treasurer’s credit risk policy mitigates potential for loss of principal by purchasing only high investment grade fixed-
income securities. In the event that the rating of a security falls below investment grade, that security may continue to be
held contingent upon an evaluation of the longer term investment merits of the security. Certain agencies with specific
authority to manage their own investments outside of the State Treasurer have credit risk policies that differ from that of the
State Treasurer. Debt investments for the primary government were rated as of June 30, 2007 using the Standard and Poor’s
rating scale. The following table provides information on investment ratings (expressed in thousands):
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Investment Type and Fair Value AAA AA A BBB BB B A-1 Not Rated
Corporate bonds........ccceevverereeeennnes $ 61,527 ¢ 170,418 ¢$ 532573 $ 175,184 $ 1,893 $ 462 $ 11,000 $ 18,893
Municipal bonds........cccocceerennnencnnns 415,761 54,215 24,172 — — — — 33,134
Repurchase agreements.................. 1,364,295 — — — — — 1,128,426 219,946
Asset backed securities... . 498,743 — 13,694 2,909 — — — 42,390
Commercial paper.......cccovnneerenenns — — 16,000 — — — 1,072,180 683
Mutual funds.......ccoovrreineinnceenns 11,290 — — — — — — 1,109,123
Yankee bonds........ccccceevvnnnn 20,067 — 10,073 — — — — —
Corporate private placements........... 14,543 40,276 2,539 1,788 — — — 4,411
Guaranteed investment contracts..... 151,009 — — — — — — —

TOtaAlS ..o $ 2,537,235 $ 264,909 $599,051 $179881 $ 1,893 $ 462 $ 2,211,606 $ 1,428,580

At fiscal year end, the State Ports Authority (June 30, 2007), the Public Service Authority (December 31, 2006), and the
Connector 2000 Association, Inc. (December 31, 2006), all major discretely presented component units, held investments in
U.S. government securities which do not require disclosure of credit quality. In addition to U.S. government securities, the
State Ports Authority and the Connector 2000 Association, Inc. held investments as listed below using the Standard and
Poor’s rating scale (expressed in thousands):

Investment Type and Fair Value AAA A-1 Not Rated
Repurchase agreements................... $ 130,337 $ — $ 16,175
Mutual funds.......ccoveinnecieee 2,068 5,246 —

L0 €= U $ 132405 $ 5246 $ 16,175

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. The State
Treasurer manages interest rate sensitivity by investing in securities with a range of maturities from one day to thirty years
using effective duration. Effective duration is a measure of the price sensitivity of a bond or a portfolio of bonds to interest
rate movements given a 50 basis point change in interest rates. It takes into account that expected cash flows will fluctuate as
interest rates change and provides a measure of risk that changes proportionately with market rates. At June 30, 2007, the
effective duration and fair value of the State Treasurer’s investments by investment type, are as follows (expressed in
thousands):

Effective

Investment Type Fair Value Duration
U.S. Government
U.S. Trea@SsUrES.........uuvvvvrvrvrrrrrrrerrnnnsnnennnnnnnnnnn $ 19,164 1.00
U.S. agencies 2,668,364 3.57
Corporate
Corporate bonds..........occvveeieeiiiiiiiiieee e 728,915 2.23
Corporate asset backed 526,210 3.39
Private placements..........ccccvvvveeeiiiciiereeeeseinnns 40,337 2.72
Yankee bonds.........ccceveveeeiiiiiiiieiee e 30,140 0.43
Short Term Investments
Commercial Paper........cccocvveiiiiiiniiie e 449,986 0.11
Repurchase agreements ...........ccccceeeeevvnvnnnnn. 1,453,050 0.00

Total Invested ASSEtS.......occcvvieeeeeeeiciiiiieeeeens $ 5,916,166

Agencies that manage their own investments have interest rate risk polices that differ from the State Treasurer. Some of
these agencies do not have a formal investment policy that limits investment maturities as a means of managing exposure to
fair value losses arising from increasing interest rates. At June 30, 2007, agencies within the State’s primary government that
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manage their own investments limited the maturities of their securities according to the following segmented time
distribution (expressed in thousands):

Investment Maturities (in years)

Investment Type Fair Value Less than 1 1-5 6-10 More than 10 No Maturity
U.S. Treasuries.....cevnnncieninnenns $ 537,114 $ 274,449 $ 261,746 $ 770 $ 149 $ —
U.S. AgEeNCIES....criiiiireeeeiriseeereees 400,402 364,431 13,546 1,615 20,810 —
Collateralized mortgage obligations.. 1,377 — — — 1,377 —
Corporate bonds........cccoovevnevnicneenne 252,509 191,735 22,640 2,638 34,910 586
Municipal bonds..........ccooeevicnicinnnee 527,282 48,402 155,277 40,127 283,476 —
Equity SECUrtieS......ccoueerrereerreeeene 112,810 — — — — 112,810
Repurchase agreements... 1,259,617 1,259,617 — — — —
Asset backed securities........c.cccvvinne 250,511 — 244591 436 5,484 —
Commercial paper......ccocoovreeeennnens 638,877 638,830 — — — 47
Mutual funds ... 1,120,413 41,016 4,303 86 55 1,074,953
Corporate private placements............. 23,220 19,783 — — 3,437 —
Guaranteed investment contracts...... 151,009 88,716 — — — 62,293
TOLAIS ..o $ 5275141 $ 2926979 $ 702,103 $ 45672 $ 349,698 $ 1,250,689

The State’s major discretely presented component units also had interest rate risk policies that varied from the State
Treasurer. At June 30, 2007, these major discretely presented component units had the following investments with maturities
disclosed by investment category and segmented time distribution stated with fair value (expressed in thousands):

Investment Maturities (in years)

Investment Type Fair Value Less than 1 1-5 6-10 More than 10
U.S. Treasuries. ....cvveeeeens $ 251,902 $ 185,719 $ 66,183 $ — $ —
U.S. agencies.....coververeneennnes 337,272 — 337,272 — —
Repurchase agreements............ 146,513 130,337 — — 16,176
Mutual funds......ccooverennne 7,314 7,314 — — —
TotalS .o $ 743,001 $ 323370 $ 403455 $ — $ 16,176

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investments in a single
issuer. The State’s policy for reducing the risk is to diversify and limit exposure to any single issuer to no more than 5%,
except for United States Treasury and agency obligations. The State sponsors the Local Government Investment Pool
(LGIP), an external investment pool reported as an investment trust fund. As of June 30, 2007, the State Treasurer had
approximately 44.9% of the LGIP investment portfolio in an overnight repurchase agreement with a South Carolina bank that
was fully collateralized by U.S. Treasuries and U.S. agency obligations.

c. Securities Lending Program

The following securities lending disclosures exclude the primary government’s Pension Trust Funds of the South
Carolina Retirement Systems which are described in subsection d.

By law, the State Treasurer may lend securities from its investment portfolios on a collateralized basis to third parties,
primarily financial institutions, with a simultaneous agreement to return the collateral for the same securities in the future.
The State may lend United States government securities, corporate bonds, other securities and equities for collateral in the
form of cash or other securities. The contracts with the State’s custodians require them to indemnify the State if the
borrowers fail to return the securities (and if the collateral is inadequate to replace the securities lent) or fail to pay the State
for income distributions by the securities’ issuers while the securities are on loan.

The weighted average maturity of the State’s collateral investments generally matched the maturity of the securities
loans during the fiscal year and at June 30, 2007. At June 30, 2007, the State had no credit risk exposure to borrowers
because the amounts the State owed the borrowers exceeded the amounts the borrowers owed the State. Either the State or
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the borrower can terminate all securities loans on demand. There are no restrictions on the amount of the loans that can be
made. For the fiscal year ended June 30, 2007, the State experienced no losses on its securities lending transactions because
of borrower defaults.

The State receives primarily cash as collateral for its loaned securities. The market value of the required collateral must
meet or exceed 102% of the market value of the securities loaned, providing a margin against a decline in the market value of
the collateral. During the fiscal year ended June 30, 2007, the State met the 102% requirement. The State cannot pledge or
sell collateral securities unless the borrower defaults. The lending agent, on behalf of the State, invests cash collateral
received. Accordingly, at June 30, 2007, the State recorded these investments of cash collateral as assets in the
accompanying financial statements. Corresponding liability amounts also have been recorded because the State must return
the cash collateral to the borrower upon expiration of the loan. The following table presents the fair value (expressed in
thousands) of the underlying securities and the total collateral received for securities on loan at June 30, 2007:

Amount
Securities lent for cash collateral:
U.S. TreasUrES......ccoveverieriierieeresieesinenne $ 945,773
U.S. @QENCIES.....coviiiiiiiieiieeiie e 253,458
Corporate bonds...........cocevveeriienieniieee 1,353
Total for cash collateral................... $ 1,200,584
Cash collateral invested:
Repurchase agreements...........c.cceeeveenee $ 202,935
Corporate bonds..........cccceveveeiieiiiiniiee e, 574,299
Asset backed securities.............cccceveeeennn. 312,666
Bank obligations..............ccceeevenn. 141,031
Total collateral invested $ 1,230,931

d. South Carolina Retirement Systems
Custodial Credit Risk
Deposits

Custodial credit risk for deposits is the risk that in the event of a depository financial institution’s failure, the Systems’
deposits may not be recovered. As prescribed by law, the State Treasurer is the custodian of all deposits and is responsible
for securing all deposits held by banks or savings and loan associations. These deposits must be secured by deposit
insurance, surety bonds, collateral securities, or letters of credit to protect the State against loss in the event of insolvency or
liquidation of the institution, or for any other cause. All deposits are required to be insured by the Federal Deposit Insurance
Corporation (FDIC) up to $100 thousand or collateralized with securities held by the State or its agent in the State Treasurer’s
name as custodian. As of June 30, 2007, the reported amount of the Systems’ deposits was $16.692 million.

Investments

Investing for the Systems is governed by State law allowing investments to be made in a variety of instruments including
obligations of the United States and its agencies, securities fully guaranteed by the United States, certain corporate
obligations, collateralized repurchase agreements, and equity securities. The market value must not be less than the amount
of either the certificate of deposit so secured, including interest, or the amount of the repurchase agreement so collateralized,
including interest.

Custodial credit risk for investments is the risk that, in the event of a failure of the counterparty, the Systems will not be
able to recover the value of the investments or collateral securities that are in the possession of an outside party. Collateral
held for certificates of deposit or repurchase agreements must be obligations of the United States or investment grade
corporate obligations held by a third party as escrow agent or custodian. At June 30, 2007, all of the Systems’ investments
were insured or collateralized.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. This risk is
managed within the portfolio using effective duration. Effective duration is a measure of the price sensitivity of a bond or a
portfolio of bonds to interest rate movements given a 50 basis point change in interest rates. It takes into account that
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expected cash flows will fluctuate as interest rates change and provides a measure of risk that changes proportionately with
market rates. The Systems’ investment policy requires that the weighted average maturity and weighted average duration of
the actively managed fixed income portfolio should not exceed 175 percent of the benchmark index averages. The effective
duration and the fair value of the Systems’ investments by investment type at June 30, 2007 (expressed in thousands), is as
follows:

Effective

Investment Type Fair Value Duration
U.S. Government
U.S. TrEASUMES. ...ciuvveeeiiiieeaiiieeaiiieeesiieeesieae e $ 340,536 2.84
U.S. @QENCIES......euviiiieeeiiiiiie et 47,793 0.66
Mortgage Backed
Collateralized mortgage obligations.................. 267,543 3.70
Government National Mortgage Association..... 3,558,312 4.79
Federal National Mortgage Association............ 5,254 5.91
Corporate
Corporate boNnds.........c..eeeeeeiiiiiiiiieeeeeee e 3,655,568 8.73
Corporate asset backed 150,927 1.95
Private placements..........cccceviiienniieiiiice e, 847,150 9.40
Short Term Investments
Commercial PapPer........coccovvvvieeeiiiieeriiieeeees 313,109 0.08
Repurchase agreements .... 5,413,509 0.00
U.S. Treasury Bills.........cccooeeiiiiiiiiiiiiiieeeee 228,244 0.24
U.S. Government AQENCIES..........ccccvvverreeennn 325,941 0.06
Equity
DOMESHIC. ...eeeiiiiieiiiie e 4,901,266 Not Required
Commingled Funds
Common equity funNds..........cccveeeeeiiiiiiineeeeinns 8,284,196 Not Required
Money market funds..........ccoooveenieiiniiiiniieee 2,657 Not Required

Total Invested ASSetS..........ccceeeeeeeieeeeeeneennn. $ 28,342,005

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations to the Systems.
The investment policy for credit quality of debt securities states that securities must bear an investment grade rating from at
least two of the national rating agencies. Credit quality of cash reserves must carry a rating of A1/P1/F1 or D1 from at least
two nationally recognized rating services. In the event that the rating of a security falls below investment grade, that security
may continue to be held contingent upon an evaluation of the longer term investment merits of the security. As of
June 30, 2007, the Systems’ applicable debt investments (expressed in thousands) were rated by Standard & Poor’s and are
presented below:
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Not
Investment Type and Fair Value AAA AA A BBB BB B A-1 Rated
Fixed Income
Corporate:
Corporate bonds............cccoeeueueenne. $ 55840 $ 156,357 $ 1,533,349 $ 1,762631 $ 121,171 $ 6,140 $ — $ 11,942
Corporate asset backed.................. 106,245 — 13,439 31,243 — — — —
Private placements...........cc.coeevnnne 50,447 138,622 357,197 242,948 2,996 — — 54,940
Short Term Investments
Money market funds...........c.ccceeneene 343 — — — — — — 2,314
Commercial paper.........ccccovveeenveenns — — — — — — 313,109 —
Repurchase agreements ................ — — — — — — 5,413,509 —
TotalS .o $ 212,875 $ 294979 $ 1,903,985 $ 2,036,822 $ 124,167 $ 6,140 $ 5726618 $ 69,196

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in a single issuer.
The Systems’ policy for reducing this risk is to comply with State law requiring that the fixed income portfolio shall contain
no more than 5% exposure to any single issuer, except for United States Treasury and agency obligations. At June 30, 2007,
the Systems had approximately 18.43% of its investments in an overnight repurchase agreement with a South Carolina bank
that was fully collateralized by United States Treasury and Agency obligations.

Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely impact the fair value of an investment. The
Systems participates in foreign markets to diversify assets, reduce risk and enhance returns. Exposure to foreign investments
has, to date, been achieved synthetically using financial futures and forwards. Currency forwards are used to manage
currency fluctuations and are permitted by investment policy. The policy forbids speculating in forwards and other
derivatives. The table below presents the Systems’ exposure to foreign currency risk in U.S. dollars as of June 30, 2007,
(amounts expressed in thousands):

Cash Forward

Currency Cash Equivalents  Contracts
Australian Dollar............cccccevvervennen. $ (1849 % 501 $ 97,382
British Pound Sterling...........ccccccc...... 2,278 (4,277) 431,236
Canadian Dollar...........cccccevvireriennene. 1,487 (1,980) 163,639
Euro Currency 17,785 (439) 1,558,815

Hong Kong Dollar...........ccccoevveieennenne. 236 1,440 —

Japanese Yen.....cccvvnvenieeneeneenn (961) (965) 689,183
TOtalS e $ 18976 $ (5720) $ 2,940,255

Derivatives

Derivatives are financial instruments whose value is derived from underlying assets or data. They generally take the form
of contracts in which two parties agree to make payments at a later date based on the value of the underlying assets or data.
The main types of derivatives that are common in today’s financial markets are futures, forwards, options, and swaps.

Futures are contractual obligations that require the buyer (seller) to buy (sell) assets at a predetermined date at a
predetermined price. These contracts are standardized and traded on an organized exchange with gains and losses settled
daily thereby minimizing credit and default risk. To comply with the requirements of multiple exchanges, $230.000 million
in performance bonds (U.S. Treasury Bills) were held in trust by the clearing broker on June 30, 2007. These assets represent
the required margin amount to establish the Systems” futures exposure. As of June 30, 2007, the Systems had the following
exposure to futures contracts:
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Futures Contracts Expiration Long/Short Quantity Notional Value*

MTF CAC40 10EU July Long 1,710 $ 140,585
EURX DAX INDEX September Long 470 128,544
EURXER STX50 September Long 7,181 439,061
NEW FTSE 100 September Long 2,783 371,097
HKFE - HIS July Long 264 36,934
IBEX 35 PLUS July Long 250 50,187
IDEM S&P/MIB September Long 175 50,199
TSE TOPIX September Long 2,370 341,512
ME S&P CAN 60 September Long 935 141,277
SFE SPI1 200 September Long 745 99,291
Total International Equity 1,798,687
CAN GOVT BOND September Long 227 23,612
EURX EUR-BOBL September Long 1,185 170,213
EURX EUR-BUND September Long 2,440 365,946
EURX E-SHATZ September Long 1,631 226,381
TSE 10 YR JGB September Long 325 348,297
LIF LONG GILT September Long 328 68,346
Total International Fixed Income 1,202,795
S&P 500 INDEX September Short (546) (206,852)
EMINI S&P 500 September Short (9,020) (683,445)
Total Large Cap Equity (890,297)
IMM MINI RUSL September Short (181) (15,242)
IMM EMINI MDCP September Short (179) (16,185)
Total Small/Mid Cap Equity (31,427)
Totals $ 2,079,758

*Notional value is the nominal or face amount that is used to calculate payments made on derivative instruments (futures, forwards, swaps,
etc.). This amount generally does not change hands and is thus referred to as notional. The notional amount represents the economic
equivalent to an investment in the physical securities represented by the derivative contract.

Forwards are contractual obligations that require the delivery of assets at a fixed price on a predetermined date. These
contracts are “over-the-counter” instruments, meaning they are not traded on an organized exchange. As of June 30, 2007, the
Systems had the following forward exposures, listed by counterparty:

Base
Broker Notional Value* Gain/(Loss) Base Exposure

Morgan Stanley.............ccceeeeee. $ 575,904 $ (791) 19.33%
Bank of America..................... 557,859 417 18.72%
UBS...ooiiiieeeeeeeee 472,028 1,410 15.84%
Royal Bank of Scotland........... 407,331 1,877 13.67%
Brown Brothers Harriman......... 247,756 (1,007) 8.32%
HSBC....o i 240,663 1,457 8.08%
Deutsche Bank....................... 189,027 (535) 6.34%
Lehman Brothers..................... 175,218 531 5.88%
State Street Global Advisors.... 92,861 584 3.12%
Goldman Sachs...................... 20,966 28 0.70%

TotalS...ooeiiieiieeieeiee $ 2,979,613 $ 3,971 100.00%
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Counterparty risk, or default risk, is the risk that either party will not honor its contractual obligations. The Systems seeks to
actively manage its counterparty risk by thorough analysis and evaluation of all potential counterparties by investment staff
and the independent overlay manager. Risk is further minimized through diversification among counterparties with high
credit ratings.

As of June 30, 2007, the Systems was exposed to counterparty risk through currency forwards. The Systems does not
anticipate any default in our contractual positions.

Limited Partnerships

To further diversify Systems assets, the Commission approved commitments in private equities. These investments are
legally structured as limited partnerships. In this structure, the Systems is one of several limited partners, while the
investment manager serves as the general partner. Investing in limited partnerships legally obligates the Systems to invest the
committed amount until the investment is fully funded. As of June 30, 2007, the Systems had completed an initial funding of
one limited partnership to Aquiline Capital Partners, LP, for $25.900 million.

Commitments

During the year and subsequent to year-end, the Systems entered into commitment agreements with numerous investment
managers for future funding of various asset classes including private equity, hedge fund and global fixed income
investments. There are varying degrees and understandings regarding the commitments across the individual managers. The
total amount of investment commitments outstanding as of June 30, 2007 was $6.457 billion and € 55.750 million (Euros),
with additional commitments of $3.030 billion subsequent to year-end. The commitment agreements represent the Investment
Commission’s continued reallocation and transition efforts for investments.

Securities Lending Program

Through a custodial agent, the South Carolina Retirement System (SCRS), the Police Officers’ Retirement System
(PORS), the General Assembly Retirement System (GARS), the Judges’ and Solicitors’ Retirement System (JSRS), and the
National Guard Retirement System (NGRS) participate in a securities lending program whereby securities are loaned for the
purpose of generating additional income to the Systems. The Systems lend securities from its investment portfolios on a
collateralized basis to third parties, primarily financial institutions. The market value of the required collateral must initially
meet or exceed 102% of the market value of the securities loaned, providing a margin against a decline in the market value of
the collateral, and requires additional collateral if the collateral value falls below 100%.

There are no restrictions on the amount of securities that may be loaned. The types of securities available for loan during
the year ended June 30, 2007, included U.S. Government securities, U.S. Government agencies, corporate bonds, convertible
bonds, and equities. The contractual agreement with the Systems’ custodian provides indemnification in the event the
borrower fails to return the loaned securities or fails to pay the Systems’ income distribution by the securities issuers while
the securities are on loan. Cash and U.S. Government securities were received as collateral for these loans. The Systems
cannot pledge or sell collateral securities without a borrower default. The Systems invest cash collateral received;
accordingly, investments made with cash collateral appear as an asset. A corresponding liability is recorded, as the Systems
must return the cash collateral to the borrower upon the expiration of the loan. With regard to custodial credit risk, the
Systems’ cash collateral invested is held by the counterparty and is uninsured. The weighted average maturity of the
Systems’ collateral investments generally matched the maturity of the securities loans during the fiscal year and at
June 30, 2007. At June 30, 2007, there had been no losses resulting from borrower defaults and the Systems had no credit
risk exposure to borrowers because the amounts the Systems owed the borrowers exceeded the amounts the borrowers owed
the Systems.
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The following table presents the fair value (expressed in thousands) of the underlying securities and the total collateral
received for securities on loan at June 30, 2007:

SCRS PORS GARS JSRS NGPS Totals
Securities lent for cash collateral:
U.S. TreasurieS.....ccoeveveeeenenerseeneenns $ 282,335 $ 41811 $ 542 $ 1671 $ 214 $ 326,573
U.S. 8geNCIES....ccoiueeiiieiiieieieniie e 2,779,436 411,604 5,335 16,454 2,102 3,214,931
Corporate bonds...........cecevvecinienens 23,198 3,435 45 137 18 26,833
Common StOCK.......ceveriiiiieeiie e 1,202,491 178,076 2,308 7,118 910 1,390,903
Total securities lent........ccccceeeeene $ 4,287,460 $ 634,926 $ 8,230 $ 25,380 $ 3,244 $ 4,959,240

Cash collateral invested:
Repurchase agreements .. $ 876952 $ 129867 $ 1683 $ 5191 $ 664 $ 1,014,357
Corporate bonds.........cccoeeeeevveiieesinnns 2,008,446 297,428 3,856 11,890 1,519 2,323,139

Asset backed securities...................... 1,215,006 179,929 2,332 7,193 919 1,405,379
Bank NOtES.........cccvveeiviieiieceeecieeeiie s 296,218 43,867 569 1,753 224 342,631
Total collateral invested................ $ 4,396,622 $ 651,091 $ 8,440 $ 26,027 $ 3,326 $ 5,085,506

Equity Investments

The Systems retain a consultant to provide investment-consulting services necessary to fulfill the duties for investing in
equity securities. As of June 30, 2007, nineteen individual agreements were in place between the Systems and equity
investment managers.

The State Retirement System Preservation and Investment Reform Act became effective July 1, 2005, and established a
six-member Investment Commission made up of financial experts, the State Treasurer, and a nonvoting retired member.
Fiduciary responsibility for all investments was moved to the Commission. This Act also created the position of chief
investment officer and stated that equity investments cannot exceed 70.0% of the Systems’ total portfolio.

Collateral Mortgage Obligations (CMOs) and Asset Backed Securities

On June 30, 2007, the Systems held collateralized mortgage obligations (CMOs) in its portfolios. The CMOs in these
portfolios consist of the planned amortizations class-1 (PAC-1) and the very accurately defined maturity (VADM) tranches of
these issues. These securities are all rated AAA by the major rating agencies and are highly marketable.

On June 30, 2007, the Systems also held asset-backed securities in its portfolios. These securities had an average life of
one to three years with a legal final maturity of two to five years. These securities represent an undivided ownership interest
in a trust consisting of auto loan receivables. These securities are rated AAA by the major rating agencies. In addition, under
the asset-backed securities category, the Systems held bonds issued by the South Carolina Tobacco Settlement Revenue
Management Authority, a non-major governmental fund. These securities are rated Baa2/BBB and have an average life of
4.12 years with a legal maturity of 2016.

NOTE5: RECEIVABLES

Receivable balances are disaggregated by type according to their liquidity characteristics and are presented separately in
the financial statements, net of applicable allowances. Allowances for uncollectible receivables (expressed in thousands) at
June 30, 2007, for the primary government were as follows:

Governmental Activities

Governmental Funds

Departmental Department of Nonmajor Internal Total
General Transportation ~ Governmental Service Governmental
Allowances for Uncollectibles General Operating Special Revenue Funds Funds Activities

Income taxes receivable...........ccococvvvrcennne $ 58649 $ — $ — $ — $ — $ 58,649
Sales and other taxes receivable................... 6,268 25 — 2,847 —_ 9,140
Patient accounts receivable............ccccvvernnenee 15,598 35,839 — — — 51,437
Loans and notes receivable. 24 — — 837 — 861
Cther receivables................... — 12,781 4,397 — 229 17,407
Total allowances for uncollectibles............. $ 80539 $ 48,645 $ 4397 $ 3684 $ 229 % 137,494
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Business-type Activities (Enterprise Funds)

Medical
Unemployment University Nonmajor Total
Higher Compensation Hospital Enterprise Business-type
Allowances for Uncollectibles Education Benefits Authority Funds Activities

Contributions receivable.........cccoceeiveiece e $ 543 $ — $ — $ 53 $ 596
Student accounts receivable.. 7,824 — — — 7,824
Patient accounts receivable.................. — — 87,500 72,060 159,560
Loans and notes receivable—restricted 723 — — 296 1,019
Assessments receivable..........cccooeveeciiiciecce e, — 6,511 — — 6,511
Other receivables .......ccocvve i 467 2,430 — 31 2,928
Total allowances for uncollectibles.........ccccovvvene $ 9,557 $ 8,941 $ 87,500 $ 72,440 $ 178,438

The enterprise fund financial statements separately present long-term receivables (net receivable balances not expected
to be collected within one year). Net receivables not expected to be collected within one year in governmental and internal
service funds (expressed in thousands) at June 30, 2007, were as follows:

Governmental Activities

Governmental Funds
Department of

Departmental Local Transportation Nonmajor Internal Total
General Government Special Governmental Service Governmental
Net Long-term Receivables General Operating Infrastructure Revenue Funds Funds Activities

Accounts receivable...............ccoceeviennn. $ 177 $ 21,395 $ 1,051 $ — $ — $ 118 % 22,741
Income taxes receivable....................... 74,410 — — — — — 74,410
Sales and other taxes receivable........... 12,204 — — — 6,008 — 18,212
Patient accounts receivable.................. 8,651 4,117 — — — — 12,768
Loans and notes receivable................... 4 531 442,483 6,709 24,983 — 474,710
Accounts receivable—restricted............ — — 446,899 — — — 446,899
Total long-term receivables, net....... $ 95,446 $ 26,043 $ 890,433 $ 6,709 $ 30,991 $ 118 $ 1,049,740

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be
available to liquidate liabilities of the current period. Governmental funds also defer revenue recognition in connection with
resources that have been received, but not yet earned. The components of deferred revenue and unearned revenue in the
governmental funds (expressed in thousands) at June 30, 2007, were as follows:

Total
Governmental

Unavailable Unearned Funds
TAXES teeeeeeeiiieieieeeieee e $ 92,622 $ 32,475 $ 125,097
Federal grants... — 36,472 36,472
Contributions........... . 436,598 22,663 459,261
Departmental Senices....................... 49,829 2,421 52,250
Total deferred revenues............... $ 579,049 $ 94,031 $ 673,080

NOTE 6: DETAILS OF RESTRICTED ASSETS

The purposes and amounts of the State’s restricted assets (including the major discretely presented component units) at
June 30, 2007 (expressed in thousands) were as follows:
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Govern- Business- Major
mental type Component
Asset/Restricted For Activities Activities Units
Current:
Cash and cash equivalents
Debt service e $ 71971 $ 87,434 $ 78,487
Capital projects — 113,951 9
Student loan programs — 238 —
Donor/sponsor specified — 42,341 —
Second Injury Fund claims — 51,775 —
(0711 1= SV . — 11,716 411
Total cash and cash equivalents........ $ 71971 $ 307,455 $ 78,907
Investments
Debt service... $ 111,750 $ 316 $ 82,583
Donor/sponsor specified . — 10,196 —
Endowments — 73 —
— — 28,100
$ 111,750 $ 10,585 $ 110,683
Loans receivable
Debt ServiCe........ccovvvvveeeeeeiiieeeeees — 54,776 —
Student loan programs — 120 —
Total loans receivable $ — $ 5489 $ _
Other
Debt Service........ccovvvveeeieeiiieeeeees $ 71,165 $ 5,315 $ 3
Donor/sponsor specified — 264 —
Endowments................... — 3,932 —
Second Injury Fund claims — 619 —
Total other $ 71,165 $ 10,130 $ 3
Govern- Business- Major
mental type Component
Asset/Restricted For Activities Activities Units
Noncurrent:
Cash and cash equivalents
Debt SeriCe........cccuviiiiiiiinieiiiis $ 354,743 $ 93,481 $ 9,633
Capital projects........cceeevveeenneennnns 200,024 254,527 44,440
Student loan programs................... — 10,407 —
ENdOwments..........cooviiiiiinieiiiinns — 53,257 —
Other. ... 10,000 78,167 4
Total cash and cash equivalents.... $ 564,767 $ 489,839 $ 54,077
Investments
Debt SeMVICe......cccevviieiiiieieeii, $ — $ 59,646 $ 62,844
Capital projects.........cccoveevvvvnnennn. — 6 151,171
Student loan programs................... — 1,038 —
Endowments.........cooeeviiiiiiininnnn. — 46,521 —
Other....oiiiiiii e, — 17 86,528
Total investments........cccoeeeveevineinnns $ — $ 107,228 $ 300,543
Accounts receivable
Debt senice......coovviviiiiiiiiiiean, $ 446,899 $ — $ _
Loansreceivable
DEDt SEMVICE.....uiiiiiviieeieeeeeeeis $ — $ 651,481 $ —
Student loan programs................... — 54,391 —
Total loansreceivable.................... $ - $ 705,872 $ _
Other
Debt SeMICe......ccevvvieiiiieieeii, $ 4,820 $ 353 $ 1
Capital projects........ccccoveevvvvneennn. — 24 —
Donor/sponsor specified................. — 627 —
Endowments............coooveviiniinnnnnn. — 22,822 —
Total other.....cooviiiieieeeeens $ 4820 $ 23826 $ 1
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NOTE 7: CAPITAL ASSETS

Capital asset activity (expressed in thousands) for the fiscal year ended June 30,2007, for the primary
government was as follows:

Restated”
Beginning Ending
Balances Balances
July 1, 2006 Increases Decreases June 30, 2007
Governmental activities:
Capital assets not being depreciated:
Land and improvements. ..........cccecerereevseseneenenns $ 1,503,998 $ 66,721  $ (195) $ 1,570,524
CONStruction iN Progress........ooveeveereereesiuesieeenns 3,800,167 344,135 (182,602) 3,961,700
Works of art and historical treasures.................. 3,590 361 — 3,951
Total capital assets not being depreciated.... 5,307,755 411,217 (182,797) 5,536,175
Capital assets being depreciated:
Land improvements..........ccccvvvveeieereenieeneeseene 57,077 1,640 — 58,717
Infrastructure (road and bridge netw ork)............ 8,492,197 176,612 (5,245) 8,663,564
Buildings and improvements...........c.cccooeeneeneene 1,583,413 50,974 (3,324) 1,631,063
Vehicles......ocovereiiiininnns . 555,191 84,684 (33,024) 606,851
Machinery and equipment................. . 429,699 48,597 (23,219) 455,077
Works of art and historical treasures... . 8 — — 8
INtANGIDIES......cooiieiieii e 52,390 1,356 — 53,746
Total capital assets being depreciated, at
historical COSt........cccuiriiieiiniicccee 11,169,975 363,863 (64,812) 11,469,026
Less accumulated depreciation for:
Land improvements........cccoueeeereeneenee s (38,076) (1,655) — (39,731)
Infrastructure (road and bridge netw ork).......... (2,068,892) (122,547) 4,086 (2,187,353)
Buildings and improvements............ccccceeieeninene (573,892) (39,948) 2,251 (611,589)
VENICIES....uiiiiieiee e (399,664) (38,827) 29,235 (409,256)
Machinery and equipment............cccoceevcvininieninene (306,283) (31,604) 21,264 (316,623)
Works of art and historical treasures................ (2) — — 2)
INtaNIDIES ..o (43,276) (3,902) — (47,178)
Total accumulated depreciation...............c.c..... (3,430,085) (238,483) 56,836 (3,611,732)
Total capital assets being
depreciated, NEt.........cooevvreneiiineneeee 7,739,890 125,380 (7,976) 7,857,294
Capital assets for governmental
activities, Net. ... $ 13,047,645  $ 536,597 $ (190,773) % 13,393,469

* Beginning balances w ere restated due to removal of capital assets and accumulated depreciation for the Governor's School for the
Arts Foundation. See Note 2c.
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Beginning Ending
Balances Balances
July 1, 2006 Increases Decreases June 30, 2007
Business-type activities:
Capital assets not being depreciated:
Land and improvements..........cc.ccoceeveeeeeerecnnenenn, $ 179,690 $ 35740 $ (372) % 215,058
Construction iN Progress..........ceveveeiieiieeivesienns 522,507 386,495 (353,457) 555,545
Works of art and historical treasures.................. 16,782 164 (15) 16,931
Total capital assets not being depreciated...... 718,979 422,399 (353,844) 787,534
Capital assets being depreciated:
Land improvements..........ccocveveerieesieeeneee s 81,895 82,666 (5) 164,556
Buildings and improvements.............c.ccccveveninenne. 3,417,557 293,268 (11,831) 3,698,994
VERhICIES ... 42,241 4,166 (2,027) 44,380
Machinery and equipment..........ccoccevvvereeeneeene 663,572 96,730 (26,957) 733,345
Works of art and historical treasures.................. 12,162 2,548 — 14,710
INtangibles...........ooeiiiiiiii e 16,860 444 (400) 16,904
Total capital assets being depreciated, at
historical COSt.......ccccveviieriieiie e 4,234,287 479,822 (41,220) 4,672,889
Less accumulated depreciation for:
Land improvements.........ccoveverveerieenereneeeneeens (38,090) (10,680) 147 (48,623)
Buildings and improvements..........ccccccvoveiinienne (1,266,780) (97,258) 4,098 (1,359,940)
VENICIES ...t (29,850) (2,801) 1,905 (30,746)
Machinery and equipment..........cccccveveeeriennnenns (425,467) (60,372) 23,271 (462,568)
Works of art and historical treasures................ (5,278) (388) — (5,666)
INtangibles. .........coovviiiiiie (12,995) (1,230) 294 (13,931)
Total accumulated depreciation..............c.cc..... (1,778,460) (172,729) 29,715 (1,921,474)
Total capital assets being
depreciated, Net.........cccevveerieeriieere e 2,455,827 307,093 (11,505) 2,751,415
Capital assets for business-type
ACHVItIES, NET.iiiiiei e $ 3,174,806 $ 729,492 $ (365,349) $ 3,538,949
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Capital asset activity (expressed in thousands) for the State’s major discretely presented component units was
as follows:

Beginning Ending
Balances Balances
January 1, 2006 Increases Decreases December 31, 2006
Public Service Authority:
Capital assets not being depreciated:
Land and improvements.........ccc.ccvvveevueeeiuveesveeenns $ 98,916 $ 2,194 $ (340) $ 100,770
Construction iN ProgreSS........oeeeeeveveeieicinviereieenenns 1,057,193 577,839 (348,393) 1,286,639
Total capital assets not being depreciated....... 1,156,109 580,033 (348,733) 1,387,409
Capital assets being depreciated:
Buildings and improvements (utility plant)............. 4,229,816 332,146 (77,586) 4,484,376
VehiCIES ..o 39,118 212 (1,225) 38,105
Machinery and equipment...........ccccvevvveenirienineens 20,948 986 (528) 21,406
INtANGIbIES ... 43,439 5,141 (519) 48,061
Total capital assets being depreciated, at
hisStorical COSt.......oiveriiiiiiiericrec s 4,333,321 338,485 (79,858) 4,591,948
Less accumulated depreciation for:
Buildings and improvements (utility plant)........... (1,894,625) (154,792) 15,616 (2,033,801)
VENICIES ... (19,631) (1,856) 1,222 (20,265)
Machinery and equipment..............cccccvviveeeeeennnn. (8,865) (1,056) 526 (9,395)
INtangibles...........cooioiiiii (37,681) (2,443) 519 (39,605)
Total accumulated depreciation...........ccccccee...... (1,960,802) (160,147) 17,883 (2,103,066)
Total capital assets being
depreciated, Net........cccevvviiviieniiiiece 2,372,519 178,338 (61,975) 2,488,882
Public Service Authority, net.........cccccvneiennnnn. $ 3,528,628 $ 758,371 $ (410,708) $ 3,876,291
Beginning Ending
Balances Balances
January 1, 2006 Increases Decreases December 31, 2006
Connector 2000 Association:
Capital assets being depreciated:
Infrastructure (toll road)........cccceeeeeeeeierieriesnene, $ 192,472 $ 9 % — $ 192,481
Machinery and equipment...........cccccccveeeeeeereniennns 586 45 (5) 626
Total capital assets being depreciated, at
historical COSt.......cccvviiiiiieiee e 193,058 54 (5) 193,107
Less accumulated depreciation for:
Infrastructure (toll road).........cccccoovveriiiiniceninnenne (24,696) (5,243) — (29,939)
Machinery and equipment...........ccccceevciinnieenn. (497) (25) 5 (517)
Total accumulated depreciation..............c..c....... (25,193) (5,268) 5 (30,456)
Total capital assets being
depreciated, Net.........occoeeeiiiiiiin e 167,865 (5,214) — 162,651
Connector 2000 Association, net...........cc........ $ 167,865 $ (5,214) % — $ 162,651
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Beginning Ending
Balances Balances
July 1, 2006 Increases Decreases June 30, 2007
State Ports Authority:
Capital assets not being depreciated:
Land and improvements..........cccoeuveevveeiveesevieens $ 166,731 $ 3,002 $ (2,378) % 167,355
Construction in ProgreSS......cuvveeeveiveeeeeiiveeeessnnns 58,949 78,202 (47,371) 89,780
INtANGIDIES ....ceieiiieii e 2,190 — — 2,190
Total capital assets not being depreciated....... 227,870 81,204 (49,749) 259,325
Capital assets being depreciated:
Land improvements.........c.cvevoveeriie e 161,593 7,345 — 168,938
Buildings and improvements...........cccocveervvieiiieens 269,764 1,484 (617) 270,631
Machinery and equipment...........c.cccceeveeniriciineens 103,792 37,538 (2,405) 138,925
INtangibles ... 692 184 — 876
Total capital assets being depreciated, at
historical COSt.......uuviiiiiiiii e 535,841 46,551 (3,022) 579,370
Less accumulated depreciation for:
Land improvements..........cccocvvveieiiienniec s (105,282) (6,349) — (111,631)
Buildings and improvements..........c..ccccceeveviennen. (149,638) (9,992) 581 (159,049)
Machinery and equipment.........cccoccuveeeiiiiiineennnne (57,460) (8,892) 2,405 (63,947)
INtANGIDIES ....coiiiiiee e (281) (114) — (395)
Total accumulated depreciation..............ccccoueee (312,661) (25,347) 2,986 (335,022)
Total capital assets being
depreciated, Net.........ccoeviieieeiiiiiieieeieeeee 223,180 21,204 (36) 244,348
State Ports Authority, net $ 451,050 $ 102,408 $ (49,785) $ 503,673
Beginning Ending
Balances Balances
July 1, 2006 Increases Decreases June 30, 2007
Lottery Commission:
Capital assets being depreciated:
Buildings and improvements............cccccevvveeiveeennns $ 700 $ 255 $ — $ 955
VENICIES ..o 69 — — 69
Machinery and equipment...........cccccvveveeeeeeeeenennnne 20,322 551 (19) 20,854
Total capital assets being depreciated, at
historical COSt........coiviiiiiiiiiicc e 21,091 806 (19) 21,878
Less accumulated depreciation for:
Buildings and improvements.............ccocceeveviennnee. (528) (133) — (661)
VENICIES....eiiiiiiiiit e (69) — — (69)
Machinery and equipment..........ccccveeeriiiiieeanns (14,926) (3,593) 16 (18,503)
Total accumulated depreciation..............cc.cocueee (15,523) (3,726) 16 (19,233)
Total capital assets being
depreciated, Net........cccovvvvveveiniiieeeieeeee 5,568 (2,920) (3) 2,645
Lottery Commission, Net......ccoceeeiiiieeeiniinneenne $ 5,568 $ (2,920) $ 3 3 2,645

During the fiscal year ended June 30, 2007, depreciation expense was charged to functions of the primary government
and its major discretely presented component units as shown on the following page (expressed in thousands):
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Internal Total
Governmental Service Governmental
Funds Funds Activities
General government................. $ 14876 $ 8,928 % 23,804
Education..........ccocevevienenenienn. 23,006 1,303 24,309
Health and environment............ 11,458 1,130 12,588
Social Services..........ccovveeeenn. 367 1,349 1,716
Administration of justice............ 22,160 1,026 23,186
Resources and economic
development.........cccccveveeenennne. 14,958 206 15,164
Transportation...........cccceeveeeneenne 137,716 — 137,716
Total depreciation expense,
governmental activities......... $ 224541  $ 13,942  $ 238,483
Business-
type
Activities

Higher BEducation...........c.c.cceevvevvvenennen. $ 145,049

Housing Authority..........ccccceevvenieenne. 126

Medical University Hospital Authority... 22,945

Education Assistance Authority.......... 92

Other ... 4,517

Total depreciation expense,
business-type activities............. $ 172,729

Included in the $4.517 million for other business-type activities is depreciation expense of $866 thousand that is
reported in nonoperating revenues (expenses) in the Statement of Revenues, Expenses, and Changes in Net Assets —
Proprietary Funds.

Major
Component
Units
Public Service Authority................... $ 160,147
State Ports Authority...........cccecueenee. 25,347
Connector 2000 Association, Inc..... 5,268
Lottery CommisSsion...........ccceeeueeueenn. 3,726

At June 30, 2007, the primary government had outstanding construction commitments totaling $700.243 million for
capital projects in progress. In addition, outstanding construction commitments at that date totaled $60.445 million for
significant permanent improvement projects that will not increase State assets. Projects that will not be capitalized as State
assets upon completion include projects for replacements, repairs, and/or renovations to existing facilities. In addition, the
primary government had outstanding commitments totaling $184 thousand at June 30, 2007, related to information
technology projects.

Outstanding construction commitments for major discretely presented component units were as follows:
$556.180 million for the Public Service Authority at December 31, 2006, and $10.274 million for the State Ports Authority at
June 30, 2007.

The total interest expense incurred by the State’s enterprise and internal service funds during the current fiscal year was
$142.723 million and $2.173 million, respectively. Of the amount incurred by the State’s enterprise funds, $14.339 million
was included as part of the cost of capital assets under construction, net of interest earnings.

The Public Service Authority, a major discretely presented component unit, incurred total interest costs of
$185.505 million during its fiscal year ended December 31, 2006, none of which was included in the cost of capital assets
under construction. The State Ports Authority, a major discretely presented component unit, incurred total interest costs of
$6.789 million during its fiscal year ended June 30, 2007, of which $1.611 million was included as part of the cost of capital
assets under construction.
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NOTE 8: RETIREMENT PLANS

a. Plan Descriptions

The South Carolina Retirement Systems (the Systems), a part of the State Budget and Control Board, administers five
defined benefit retirement plans: the South Carolina Retirement System (SCRS), the South Carolina Police Officers’
Retirement System (PORS), the Retirement System for Members of the General Assembly of the State of South Carolina
(GARS), the Retirement System for Judges and Solicitors of the State of South Carolina (JSRS), and the National Guard
Retirement System (NGPS). The System issues a publicly available Comprehensive Annual Financial Report that includes
required supplementary information for all five plans. The report may be obtained by writing to:

The South Carolina Retirement Systems
Fontaine Business Center

202 Arbor Lake Drive

Columbia, South Carolina 29223

SCRS, established by Section 9-1-20 of the South Carolina Code of Laws, is a cost-sharing multiple-employer defined
benefit pension plan that benefits employees of public schools, the State, and its political subdivisions. For most employees,
membership is required as a condition of employment, unless exempted by State law. Both employers and employees must
contribute. Benefits vest after five years of service. Vested members who retire at age sixty-five or with twenty-eight years
of service at any age receive an annual benefit, payable monthly, for life. The benefit is based on length of service and
average final compensation, an annualized average of the employee’s highest twelve consecutive quarters’ compensation.
The annual benefit amount is 1.82% of average final compensation times years of service. Reduced benefits are payable as
early as age fifty-five.

PORS, established by Section 9-11-20 of the South Carolina Code of Laws, is a cost-sharing multiple-employer defined
benefit pension plan that benefits police officers and fire fighters employed by the State or its political subdivisions. For
most employees, membership is required as a condition of employment, unless exempted by State law. Both employers and
employees must contribute. Benefits vest after five years of service. An annual benefit is payable at age fifty-five for
members who retire with a minimum of five years service. Vested members who retire with twenty-five years of service
receive an annual benefit, payable monthly for life. The benefit is based on length of service and average final compensation,
an annualized average of the employee’s highest twelve consecutive quarters’ compensation. The annual benefit amount is
2.14% of average final compensation times years of service.

GARS, established by Section 9-9-20 of the South Carolina Code of Laws, is a single-employer defined benefit pension
plan that benefits members of the South Carolina General Assembly. Membership is required as a condition of taking office
as a member of the General Assembly, unless exempted by State law. Both the members of the General Assembly and the
State must contribute. Benefits vest after eight years of service. Vested members who retire at age sixty or at any age with
thirty years of service receive an annual benefit, payable monthly, for life. Effective January 1, 2003, a member at age
seventy or with thirty years of service is eligible to retire and draw an annuity while continuing to serve in the General
Assembly. The annual benefit amount is 4.82% of earnable compensation times years of service. Earnable compensation is
defined as forty days’ pay at the rate currently paid to members of the General Assembly plus $12 thousand.

JSRS, established by Section 9-8-20 of the South Carolina Code of Laws, is a single-employer defined benefit pension
plan that benefits the judges of the State’s Supreme Court, Court of Appeals, circuit courts, family courts, and the State’s
circuit solicitors. Membership is required as a condition of taking office, unless exempted by State law. Both judges and the
State must contribute. Benefits vest after ten years of service in a position as a judge and eight years in a position as a
solicitor. Members may retire at age seventy with fifteen years of service, at age sixty-five with twenty years of service, at
age sixty-five with four years in a JSRS position and twenty-five years other service with the State, twenty-five years service
regardless of age for a judge or twenty-four years of service for a solicitor regardless of age. Members receive a retirement
benefit equal to 71.3% of the current active salary of the position occupied at retirement.

NGPS was established by Section 25-1-3210 of the South Carolina Code of Laws. Effective January 1, 2006, Section
25-1-3210 was repealed and replaced by Section 9-10-30. This legislation transferred administrative responsibility of the
plan from the Adjutant General’s Office to the South Carolina Retirement Systems. NGPS provides benefits to South
Carolina National Guard members. The plan had been closed to new entrants since July 1, 1993; however, legislation
reopened the plan effective January 1, 2007. National Guard members are considered to be federal government employees.
The federal government pays Guard members’ drill pay and summer camp pay. In accordance with State law, the State’s
General Fund pays Guard members’ salaries only if the Governor activates the National Guard for service to the State. The
pension benefit that the State provides is intended only to supplement the retirement benefit that Guard members receive
from the federal government. Members who retire at age sixty with twenty years of military service, including at least fifteen
years of South Carolina National Guard duty, ten of which immediately precede retirement, and who have received an
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honorable discharge, are entitled to monthly pension benefits. The pension amount is equal to $50 per month for twenty
years of creditable service with an additional $5 per month for each additional year of service, provided that the total pension
shall not exceed $100 per month.

Information regarding the number of participating employers (dollars expressed in thousands) at June 30, 2007, is as
follows:

SCRS PORS GARS JSRS NGPS

State and school

Number of employers.........cccooeeeiiiiiinneenns 105 5 1 1 1

Annual covered payroll...............ccoeeeeennne. $ 5,055,714 $ 350,845 $ 3,191 $ 15,894 N/A 2

Average number of contributing members.... 143,283 10,500 170 128 N/A b
Other participating employers

Number of employers..........cccocceveviinennnnn. 579 270 — — —

Annual covered payroll.............ccc..coeueenn... $ 1,666,090 $ 580,962 $ — $ — $ —

Average number of contributing members.... 52,823 15,861 — — —

& Annual covered payroll is not applicable for NGPS because it is based on years of service rather than payroll.
® Members do not contribute; average number of members is 11,088.

The plans provide retirement, death, and disability benefits to State employees; public school employees; and employees
of counties, municipalities, and certain other State political subdivisions. The NGPS provides retirement benefits to members
that served in the South Carolina National Guard. Each plan is independent. Assets of each plan may be used only to benefit
participants of that plan.

b. Summary of Significant Accounting Policies—Basis of Accounting and Valuation of Investments

The financial statements of the previously-described plans are prepared using the accrual basis of accounting. Employee
and employer contributions are recognized in the period in which the contributions are due. Retirement benefits and refund
expenses are recognized when due and payable in accordance with the terms of each plan.

Note 1f specifies the method used to value pension trust fund investments.

c. Funding Policies

Avrticle X, Section 16 of the South Carolina Constitution requires that all State-operated retirement plans be funded on a
sound actuarial basis. Title 9 of the South Carolina Code of Laws prescribes requirements relating to membership, benefits,
and employee/employer contributions for each plan. The following paragraphs summarize those requirements.

By law, employee contribution requirements for the fiscal year ended June 30, 2007, were as follows:

Plan Rate

SCRS 6.5% of earnable compensation
PORS 6.5% of earnable compensation
GARS 10.0% of earnable compensation
JSRS 10.0% of earnable compensation

NGPS Non-contributory

Actuarially determined employer contribution rates, expressed as percentages of compensation, for the fiscal year ended
June 30, 2007, were as follows:

Plan Rate
SCRS 8.20%
PORS 10.70%
GARS 73.90%
JSRS 42.10%

The State appropriated $3.948 million to fund the NGPS actuarially determined employer contribution for the fiscal year
ended June 30, 2007.

Under certain conditions, new employers entering the plans are allowed up to ten years to remit matching employer
contributions resulting from their employees’ purchase of prior service credits. Interest is assessed annually on the unpaid
balance. The amounts outstanding at June 30, 2007, were $845 thousand for SCRS and $22 thousand for PORS.
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d. Annual Pension Cost

Annual pension cost (dollars expressed in thousands) and related actuarial data for the State’s single-employer defined
benefit pension plans were as follows:

GARS JSRS NGPS

Annual pension CoSt..............oouvveeee.. $2,358 $6,706 $3,022
Employer contributions made.............. $2,358 $6,706 $3,948
Actuarial valuation date...................... July 1, 2006 July 1, 2006 July 1, 2006
Actuarial cost method........................ Entry age Entry age Entry age
Amortization method...................cc.. Lewel percent, closed Lewel percent, open Lewel dollar open
Remaining amortization period............ 19 years 29 years 30 years
Asset valuation method...................... 5 year smoothed market 5 year smoothed market 5 year smoothed market
Actuarial assumptions:

Investment rate of return................... 7.25% 7.25% 7.25%

Projected salary increases............... None 3.25% None

Assumed inflation rate...................... 3.00% 3.00% 3.00%

Assumed cost-of-living adjustments... None 3.25% None

The following represents the components of the net pension obligation (NPO) for the NGPS, at June 30, 2007 (expressed
in thousands):

NGPS
Actuarially required contribution (ARC)...... $ 3,022
Interest on the NPO..........cccoovveeiieeniieinen, 574
Adjustment to the ARC.........cccceevvveeeennen. (643)
Annual pension COSt........ccccoovierieniiieeenniee 2,953
Contributions made...........ccccvevvveiiieeiieenns (3,948)
Decrease in NPO..........cccooceveeiiieeeiniieenn (995)
NPO beginning of year..........cccoceinnineene 7,866
NPO end of year........ccocoeviiiiiiiien, $ 6,871

e. Trend Information

Trend information indicates the progress made in accumulating sufficient assets to pay benefits when due.

For the cost-sharing multiple-employer defined benefit pension plans in which the State participates, the State’s required
contributions in dollars (expressed in thousands) and the percentages of those amounts contributed for the three latest
available years were as follows. Also see Note 8f for funding status and progress.

Fiscal Year Ended

June 30, 2007 June 30, 2006 June 30, 2005
% % %
Required Contributed Required Contributed Required Contributed

SCRS-State:

Primary government..... $ 202,865 100.0% $ 184,109 100.0% $ 177,112 100.0%

Componentunits.......... 11,614 100.0% 10,517 100.0% 10,253 100.0%
PORS-State:

Primary government..... 39,589 100.0% 37,256 100.0% 32,813 100.0%

Componentunits.......... 72 100.0% 54 100.0% 51 100.0%

The following table presents (dollars expressed in thousands) the annual pension cost, percentage of annual pension cost
contributed, and the net pension obligation for the three latest available years for the State’s single-employer defined benefit
plans. Also see Note 8f for funding status and progress:
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Fiscal Year Annual Percentage Net
Ended Pension Cost of APC Pension
Plan June 30 (APC) Contributed Obligation
GARS 2005 $ 2,890 100.0% $ —
2006 2,171 100.0% —
2007 2,358 100.0% —
JSRS 2005 6,260 100.0% —
2006 6,511 100.0% —
2007 6,706 100.0% —
NGPS 2005 2,887 69.2% 8,978
2006 2,969 132.8% 7,866
2007 3,948 130.6% 6,871

f. Funding Status and Progress (Unaudited)

The following schedule (dollars expressed in thousands) describes the funding progress for the SCRS and the PORS,
cost-sharing multiple-employer defined benefit plans, for the three latest available years:

Actuarial UAAL as a
Accrued Percentage
Actuarial Actuarial Liability Unfunded of
Valuation Value of (AAL) AAL Funded Covered Covered
Date Assets Entry Age (UAAL) Ratio Payroll Payroll
Plan July 1 (a) (b) (b-a) (a/b) (c) ((b-a)/c)
SCRS 2004 $ 20,862,659 $ 25,977,852 $ 5,115,193 80.3% $ 6,180,599 82.8%
2005 21,625,510 30,217,471 8,591,961 71.6% 6,356,489 135.2%
2006 22,293,446 32,018,519 9,725,073 69.6% 6,733,379 144.4%
PORS 2004 2,616,835 2,984,584 367,749 87.7% 822,448 44.7%
2005 2,774,606 3,173,930 399,324 87.4% 850,610 46.9%
2006 2,935,841 3,466,281 530,440 84.7% 931,815 56.9%

The following schedule (dollars expressed in thousands) describes the funding progress for the State’s single-employer

defined benefit plans for the three latest available years:

Actuarial UAAL as a
Accrued Percentage
Actuarial Actuarial Liability Unfunded of
Valuation Value of (AAL) AAL Funded Covered Covered
Date Assets Entry Age (UAAL) Ratio Payroll Payroll
Plan July 1 (a) (b) (b-a) (a/b) (c) ((b-a)/c)
GARS 2004 $ 45,087 $ 68,332 $ 23,245 66.0% $ 3,839 605.5%
2005 46,316 69,161 22,845 67.0% 3,853 592.9%
2006 46,075 69,734 23,659 66.1% 3,854 613.9%
JSRS 2004 112,016 185,052 73,036 60.5% 14,870 491.2%
2005 118,888 204,847 85,959 58.0% 15,465 555.8%
2006 124,837 211,384 86,547 59.1% 15,929 543.3%
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Actuarial UAAL as a
Accrued Percentage
Actuarial Actuarial Liability Unfunded of
Valuation Value of (AAL) AAL Funded Covered Covered
Date Assets Entry Age (UAAL) Ratio Payroll Payroll
Plan June 30 (a) (b) (b-a) (a/b) (c) ((b-a)/c)
NGPS 2004 $ 13,567 $ 47,281 $ 33,714 28.7% $ NA N/A
2005 12,151 46,985 34,834 25.9% N/A NA
2006 14,046 48,755 34,709 28.8% N/A N/A

Included among the measurements of long-term funding progress for defined benefit pension plans are whether a plan’s
funding ratio is increasing and whether a plan’s unfunded liability (UAAL) as a percentage of covered payroll is decreasing.
The tables above present the results of those measurements.

The State records the pension liability for cost of living adjustments (COLAS) in the SCRS and PORS only as COLAs
are granted. Accordingly, because COLA benefits are not automatically guaranteed, the plans exclude from their actuarial
accrued liability calculations and from their funding formulas the costs of providing future COLA benefits.

While the State Budget and Control Board is annually authorized under certain conditions to defer granting COLAs, the
Board historically has granted COLAs, even in years when those conditions permitted a deferral. Plan actuaries have
determined that the unfunded liabilities for SCRS and PORS would be significantly higher than amounts presented in the
table above if the estimated costs of providing future COLA benefits were included in each plan’s actuarial accrued liability
calculation.

g. Receivables and Investments

The principal components of receivables and investments (expressed in thousands) at June 30, 2007, for the plans
administered by the South Carolina Retirement Systems were as follows:

SCRS PORS GARS JSRS NGPS Totals
Receivables:
Contributions.......ccooveernicnnnne $ 143,392 $ 15,348 $ 61 $ 569 $ — $ 159,370
Employer long-term 845 22 — — — 867
Accrued interest........ccvveereene. 114,178 16,592 222 669 80 131,741
Unsettled investment sales..... 418,554 50,017 787 2,160 340 471,858
Other investment receivables.. 15,987 1,948 33 83 3 18,054
Total receivables $ 692,956 83,927 $ 1,103 3,481 $ 423 781,890
Due from other funds............... $ 7,487 $ 526 $ 4 $ 136 $ — 8,153
Investments and invested securities lending collateral:
United States government
SECUMIES ..o $ 489,589 $ 69,349 $ 960 $ 2,822 $ 304 $ 563,024
United States government
agencies and government-
insured securities...........c..... 3,122,153 462,357 5,993 18,482 2,362 3,611,347
Corporate bonds..... 3,063,224 453,630 5,880 18,134 2,317 3,543,185
Financial and other. 1,136,519 167,886 2,183 6,719 857 1,314,164
EQUItIES .o 11,668,536 1,398,188 22,514 60,219 7,271 13,156,728
Invested securities lending
collateral......coooeervnerrnecnnne 4,396,622 651,091 8,440 26,027 3,326 5,085,506
Total investments.........cccoevenne. $ 23,876,643 $ 3,202,501 $ 45,970 $ 132,403 $ 16,437 $ 27,273,954

h. Teacher and Employee Retention Incentive Program

The Teacher and Employee Retention Incentive (TERI) program, established by State law, became effective
January 1, 2001. The program is a deferred retirement option available to SCRS members eligible for service retirement.
Upon entering the TERI program, a member’s status changes from active to retired. A TERI participant agrees to continue
employment with an employer participating in the system for a specified period, not to exceed five years.

TERI participants retain the same status and employment rights they held upon entering the program but are not
considered active employees for purposes of the group life insurance and disability retirement programs. A TERI retiree’s
monthly benefits are accrued and remain in the SCRS trust account during the TERI participation period, but no interest is
accrued or paid thereon. Upon termination of employment or at the end of the TERI participation period (whichever is
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earlier), a retiree may roll over some or all of the accumulated TERI balance into a qualified, tax-sheltered retirement plan
and/or receive a lump-sum distribution.

A total of 9,049 members were participating in the TERI program at June 30, 2007. The financial activity of the program
(expressed in thousands) during the fiscal year ended June 30, 2007, was as follows:

Beginning balance of TERItrust accounts.. $ 670,527
AdItioNS .....ooooiiiiiiei e 240,580
TERI distributions at termination................... (269,357)
Ending balance of TERI trust accounts $ 641,750

i. Defined Contribution Plan

As an alternative to membership in SCRS, certain State and public school employees may elect to participate in State
ORP. Participants in State ORP direct the investment of their funds into a plan administered by one of four investment
providers. The State assumes no liability for State ORP benefits. Rather, the benefits are the liability of the investment
providers and are governed by the terms of the contracts that those providers issue. Accordingly, balances of the State ORP
are not reported in the accompanying financial statements.

Under State law, contributions to the State ORP are at the same rates as for the SCRS (see Subsection ¢, Funding
Policies). Covered payroll amounts as well as the amounts of actual employer and employee contributions to the State ORP
are summarized in the following schedule (expressed in thousands) for the fiscal year ended June 30, 2007:

Covered payroll................... $ 715,979
Employee contributions....... 46,539
Employer contributions....... 35,799

NOTE9: POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS

In accordance with the South Carolina Code of Laws and the annual Appropriations Act, the State provides post-
employment health and dental benefits to certain former State and school district employees and to certain of their surviving
dependents. Generally, retirees are eligible for the benefits if they have established at least ten years of retirement service
credit, whereas other former employees are eligible only if they have established at least twenty years of retirement service
credit. Benefits become effective when the former employee retires under a State retirement system. Currently, 30,246 State
retirees meet these eligibility requirements.

Eligible retirees choose among two health insurance plans and Health Maintenance Organization (HMO) options, all of
which are underwritten by the State. The two health insurance plans are the Standard Plan and the Savings Plan. In
accordance with contractual provisions of these plans, participants must meet specified annual deductible requirements. The
Standard Plan and the Savings Plan pay 80.0% of allowable claims in excess of deductibles. The CIGNA HMO has no
annual deductible requirements. The BlueChoice HMO pays 90.0% of allowable claims and the CIGNA HMO pays 80.0%
of allowable claims, all after co-payments. Participants in the health insurance plans and the HMO options must pay co-
payments for prescriptions. The State pays 100.0% of allowable claims after the participant has paid the specified annual
out-of-pocket limit prescribed by each option. All options disallow claims in excess of specified annual and lifetime
maximums. Participants entitled to receive Medicare benefits may, in some cases, receive reduced State health benefits,
although total benefits (State plus Medicare) are equivalent to those received by retirees not entitled to Medicare.

The State also underwrites a dental care plan. Contractual provisions of the plan specify deductible requirements as well
as annual and lifetime maximums.

The State finances all health plan options and the dental plan on a pay-as-you-go basis. During the fiscal year ended
June 30, 2007, the State recognized expenses (net of participant contributions) of $130.003 million to provide health and
dental benefits to State participants in post-employment status.
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NOTE 10: INSURANCE ACTIVITIES

a. Insurance Reserve Fund

The State generally does not purchase commercial insurance for the risks of losses for property damage, including theft
of, damage to, and destruction of assets; automobile liability; tort liability; and medical professional liability. Instead, State
management believes it is more economical to manage its risks internally and set aside assets for claim settlement in its
Insurance Reserve Fund (IRF), within the internal service funds. The IRF services claims for risk of loss to which the State is
exposed, including the following: property insurance on government owned buildings, the contents of such buildings,
equipment, and automobiles; automobile liability insurance on government owned vehicles and school buses; tort liability
insurance for government premises and operations; and medical professional liability for hospitals. Although the State is the
predominant participant in the IRF, county and municipal governments, school districts and special purpose political
subdivisions also participate. The IRF allocates the cost of providing claims servicing and claims payment by charging each
participant an actuarially determined "premium."

The IRF reports liabilities when it is probable that a loss has occurred and the amount of that loss can be reasonably
estimated. Amounts for allocated and unallocated claims adjustment expenses have been included in the calculation of the
unpaid claims liability. The liability is reported net of receivables for salvage, subrogation, and reinsurance. The unpaid
policy claims liability of $201.183 million at June 30, 2007, includes a provision for claims in the process of review and for
claims incurred but not reported. The liability for claims incurred but not reported is an actuarial estimate based on the most
current historical claims experience of previous payments, changes in number of members and participants, inflation, and
award trends. This process does not necessarily result in an exact amount. The IRF continually reviews estimates of
liabilities for incurred claims and revises those estimates as changes occur. The current year’s operating statement reflects
the revisions.

Changes in the balances of claims liabilities during the past two years were as follows (expressed in thousands):

Fiscal Current-Year

Year Beginning-of Claims and Balance at
Ended Fiscal-Year Changes in Claim Fiscal
June 30 Liability Estimates Payments Year-End

2006 $ 251,956 $ 11,205 $ (48510) $ 214,651
2007 214,651 20,518 (33,986) 201,183

The IRF purchases aircraft and ocean marine insurance, areas in which the IRF has limited expertise. The IRF also
purchases reinsurance to limit losses in the areas of property, boiler and machinery, and automobile liability. The IRF
purchases reinsurance for catastrophic losses in the area of property insurance for losses above $2.000 million per location
and $10.000 million per occurrence. Reinsurance permits partial recovery of losses from reinsurers; but the IRF, as direct
insurer of the risks, remains primarily liable.

b. Employee Insurance Programs Fund

State law established the Employee Insurance Programs Fund, part of the State’s internal service funds, to provide health
and dental insurance coverage for eligible employees and retirees of State agencies and school districts and to provide group
life and long-term disability insurance coverage to eligible active State and public school employees. The State, the
predominant participant, retains the risk of loss. Under the health insurance program, participants elect coverage through
either self-insured health maintenance organizations (HMO) or State self-insured plans. All dental, group life, and long-term
disability coverages are provided through the State’s self-insured plans. State funds and payroll deductions pay health and
dental premiums for eligible State and public school employees. Agencies and school districts pay the employer share of
premiums for retirees. Retirees directly pay their own share of premiums. Agencies and school districts pay the premiums
for group life and long-term disability for their employees.

The Employee Insurance Programs Fund establishes claims liabilities when information before the issuance of the
financial statements indicates that a liability is probable and estimable at the date of the financial statements. The calculation
of the unpaid claims liability includes amounts for allocated and unallocated claims adjustment expenses. The unpaid policy
claims liability of $198.778 million at June 30, 2007, includes a provision for claims in the process of review and for claims
incurred but not reported. The Fund actuarially estimates the liability for claims incurred but not reported based on the most
current historical claims experience of previous payments, changes in number of members and participants, inflation, award
trends, and estimates of health care trend changes (cost, utilization, and intensity of services). This process does not
necessarily result in an exact amount. The Fund continually reviews estimates of liabilities for incurred claims and revises
those estimates as changes occur. The current year’s operating statement reflects the revisions.
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Claim costs for long-term disability coverage are actuarially calculated using the one-year term cost method; the cost of
coverage is the present value of all benefit payments that will be made on expected claims incurred during the year following
the valuation date. Claim liabilities are equal to the present value, as of the valuation date, of all future payments to be made
for disabilities and deaths up to that date. Actuarial assumptions include an interest rate of 6.25% for 2007, compounded
annually. Of the total claims liability reported for the Employee Insurance Programs Fund at June 30, 2007, $25.611 million
relates to group life and long-term disability insurance coverage and $7.854 million relates to the HMO self-insured managed
care plan liability. The State does not discount its claims liabilities for health and dental insurance coverage to present value.

Changes in the balances of claims liabilities during the past two years were as follows (expressed in thousands):

Fiscal Current-Year

Year Beginning-of Claims and Balance at
Ended Fiscal-Year Changes in Claim Fiscal
June 30 Liability Estimates Payments Year-End

2006 $ 184,928 $ 1,222,827 $ (1,213995) $ 193,760
2007 193,760 1,329,600 (1,324,582) 198,778

c. State Accident Fund

State law established the State Accident Fund (the Fund), an internal service fund, to provide workers’ compensation
insurance coverage to State entities. Although the State is the Fund’s predominant participant, counties, municipalities, and
other political subdivisions of the State may also elect to participate. The State assumes the full risk for workers’
compensation claims.

The Fund investigates, adjusts, and pays workers’ compensation claims as awarded by the Workers’ Compensation
Commission for job-related accidental injury, disease, or death to covered individuals. The Fund annually bills participating
entities for estimated premiums based on the entity’s estimated payroll. After the policy period ends, policyholders submit
the details of the actual salaries paid. The Fund then adjusts the premium using the actual payroll data and a rating modifier
based on claims experience.

The Fund establishes claims liabilities based on estimates of the ultimate cost of claims that have been reported but not
settled, and of claims that have been incurred but not reported. The claims liabilities include specific incremental claims
adjustment expenses but not administrative expenses. The Fund deducts reasonably estimable amounts of salvage and
subrogation and reinsurance recoverable, if any, on both settled and unsettled claims from the liability for unpaid claims. The
Fund periodically recomputes claims liabilities using a variety of actuarial and statistical techniques to produce current
estimates. The Fund charges or credits expense in the period when it adjusts claims liabilities. At June 30, 2007, the Fund’s
policy claims liability was $159.191 million. Policy claims in the financial statements include the liabilities for claims
reported but not yet paid and for claims incurred but not reported. Because actual claims costs depend on such complex
factors as inflation, changes in legal doctrines, and damage awards, computation of the claims liability does not necessarily
result in an exact amount.

Changes in the balances of claims liabilities during the past two years were as follows (expressed in thousands):

Fiscal Current-Year

Year Beginning-of Claims and Balance at
Ended Fiscal-Year Changes in Claim Fiscal
June 30 Liability Estimates Payments Year-End

2006 $ 127,366 $ 50,780 $ (50,637) $ 127,509
2007 127,509 81,970 (50,287) 159,192

The Fund has entered into a reinsurance agreement to reduce its exposure to catastrophic losses on insured events.
Losses in excess of $1.000 million are covered up to limits of statutory liability; the Fund retains the risk for the first
$1.000 million of loss. Reinsurance reduces the Fund’s exposure to losses on insured events related to State-owned aircraft
in excess of $1.000 million per occurrence up to a limit of $9.000 million. Reinsurance permits partial recovery of losses
from reinsurers; but the Fund, as direct insurer of the risks, remains primarily liable.

d. Patients' Compensation Fund and Medical Malpractice Liability Insurance Joint Underwriting Association

The South Carolina Medical Malpractice Patients’ Compensation Fund (PCF) and the South Carolina Medical
Malpractice Liability Insurance Joint Underwriting Association (JUA) were created by State law. The PCF is accounted for
as a nonmajor enterprise fund, and the JUA is a nonmajor discretely presented component unit of the State. The State
accounts for the PCF and the JUA as insurance enterprises because they primarily cover non-governmental entities.
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Accordingly, the PCF and JUA follow the guidance of FASB Statement 60, Accounting and Reporting by Insurance
Enterprises, and collectively are referred to below as “the insurance enterprises.”

The JUA is responsible for payment of that portion of any covered entity’s medical malpractice claim, settlement, or
judgment up to $200 thousand per incident or $600 thousand in the aggregate for one year. The PCF is responsible for
payments exceeding these thresholds. In the event that the PCF incurs a liability exceeding $200 thousand to any person
under a single occurrence, the PCF may ultimately pay the claim in full, but it generally may not pay more than
$200 thousand per year on such claim unless agreed to by the PCF’s Board of Governors to avoid payment of interest.

Licensed health care providers include physicians and surgeons, directors, officers and trustees of hospitals, nurses, oral
surgeons, dentists, pharmacists, chiropractors, hospitals, nursing homes, and any similar category of licensed health care
providers. All providers licensed in South Carolina are eligible to participate upon remittance of the annual assessment fees.

The State actuarially establishes claims liabilities for the insurance enterprises based on estimates of the ultimate cost of
claims that have been reported but not settled, and of claims that have been incurred but not reported. The policy claims
liabilities were $198.622 million for the PCF at June 30, 2007, and $202.368 million for the JUA at December 31, 2006, and
these amounts include a provision for claims reported but not settled and for claims incurred but not reported. Amounts for
claims adjustment expenses, when applicable, have been included in the calculation of the unpaid claims liabilities of the
insurance enterprises. The enterprises charge or credit expense, as appropriate, in the period when they adjust claims
liabilities. The length of time for which claims costs must be estimated varies depending on the coverage involved. Because
actual claims costs depend on such complex factors as medical technology, changes in doctrines of legal liability, and
damage awards, the process for computing claims liabilities does not necessarily result in an exact amount. The insurance
enterprises and their actuaries recompute claims liabilities annually, using a variety of actuarial and statistical techniques, to
produce current estimates that reflect recent settlements, claims frequency, and other economic and social factors. A
provision for inflation in the calculation of estimated future claims costs is implicit because the insurance enterprises and
their actuaries rely both on actual historical data that reflect past inflation and on other factors that are considered to be
appropriate modifiers of past experience.

e. Second Injury Fund

The State accounts for the South Carolina Second Injury Fund, a nonmajor enterprise fund, as a public benefit program
rather than an insurance program primarily because its participants—workers’ compensation insurance carriers and self-
insured employers—do not transfer their risk to the Fund. The Fund services claims in cases where an individual with a
preexisting permanent physical impairment incurs a subsequent disability from injury or accident arising out of and in the
course of employment. Participants of the Fund, rather than the State, are ultimately responsible for these liabilities.

The Fund collects and invests assessments received from its participants and pays claims on behalf of its participants to
the extent that Fund resources are available to pay such claims. The Fund reports these activities in its statement of cash
flows. In accordance with accounting principles used by claims processors, the Fund reports as revenue only that portion of
assessments and interest earnings intended to cover the Fund’s administrative costs, including capital costs. Likewise, the
Fund records no claims expense, and it records claims liabilities only to the extent that Fund assets are available to pay such
claims.

f. Discretely Presented Component Unit—Public Service Authority (Santee Cooper)

The Public Service Authority (Santee Cooper), a major discretely presented component unit with a fiscal year ended
December 31, is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; business
interruption; and errors and omissions. The Authority purchases commercial insurance to cover these risks. Settled claims
resulting from these risks have not exceeded commercial insurance coverage in any of the past three years. Policies are
subject to deductibles ranging from $5 thousand to $1.000 million with the exception of named storm losses, which carry
deductibles from $1.000 million up to $5.000 million. In addition, a $1.400 million self-insured layer exists between the
Authority’s primary and excess liability policies.

The Authority self-insures its risks related to auto, dental, and environmental incidents that do not arise out of an insured
event. Automotive exposure is up to $2.000 million per incident. Risk exposure for the dental plan is limited by plan
provisions. There have not been any third-party claims for environmental damages for calendar year 2006.

The State reports all of the Authority’s risk management activities within the Public Service Authority’s accounts. The
State reports the Authority’s claims expenses and liabilities when it is probable that a loss has occurred and the amount of the
loss is reasonably estimable.

At December 31, 2006, the policy claims liabilities were $2.402 million. Changes in the reported liability in each of the
past two years were as follows (expressed in thousands):
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Fiscal Current-Year
Year Beginning-of Claims and Balance at
Ended Fiscal-Year Changes in Claim Fiscal
December 31 Liability Estimates Payments Year-End
2005 $ 2,375 $ 1,724 $ (1502) $ 2,597
2006 2,597 1,375 (1,570) 2,402

NOTE 11: LEASES

a. Lease Commitments

The State leases land, office facilities, equipment, and other assets under both capital and operating leases. The present
value of future minimum capital lease payments and total minimum annual lease payments for capital leases recorded in the
government-wide statement of net assets at June 30, 2007 (expressed in thousands) for the primary government and the
State’s discretely presented component units were as follows:

Business-
Governmental type
Fiscal Year Ending June 30 Activities Activities Totals
2008 $ 663 $ 8,773 $ 9,436
2009 286 7,739 8,025
2010 144 6,816 6,960
2011 5 4,422 4,427
2012 — 3,268 3,268
2013-2017 — 21,180 21,180
2018-2022 — 5,568 5,568
2023-2027 — 493 493
2028-2032 — 394 394
Total minimum payments................. 1,098 58,653 59,751
Less: interest and executory costs...... (159) (12,584) (12,743)
Present value of net minimum
PAYMENTS ...ooiiiiiiiiiii e $ 939 $ 46,069 $ 47,008
Public
Service
Fiscal Year Ending December 31 Authority
2007 $ 3,335
2008 3,038
2009 2,737
2010 1,934
2011 1,610
2012-2016 2,619
Total minimum payments................. 15,273
Less: interest and executory costs...... (5,377)
Present value of net minimum
PAYMENTS o $ 9,896
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State
Ports
Fiscal Year Ending June 30 Authority
2008 $ 47
2009 15
Total minimum payments................. 62
Less: interest and executory costs...... 4)
Present value of net minimum

PAYMENTS ..o $ 58

Assets under capital leases recorded in the accompanying government-wide statement of net assets at June 30, 2007,
were as follows (expressed in thousands):

Primary Government Component Units

Business- Public State

Governmental type Service Ports
Assets Acquired Under Capital Leases Activities Activities Totals Authority Authority

Land and non-depreciable improvements $ — $ 9,497 $ 9,497 $ — $ —

Buildings and improvements...........cccoevveeiieeiiieennns 6,540 67,766 74,306 89,500 —
Machinery and equipment...........ccoceevieeereesneeeineens 2,648 46,120 48,768 — 185

Works of art and historical treasures............cc.ccec.... — 330 330 — —

Assets acquired under capital leases before

accumulated amortization..........cccoeeeeveeveeeeeeens 9,188 123,713 132,901 89,500 185
Less: accumulated amortization.............cccceeevnnen. (4,373) (42,810) (47,183) (81,900) (136)
Assets acquired under capital leases, net...... $ 4,815 $ 80,903 $ 85,718 $ 7,600 $ 49

For the primary government’s fiscal year ended June 30, 2007, minimum rental payments under operating leases were
$78.992 million and contingent rental payments were $9.814 million. The State’s contingent rental payments are for copiers,
with expense being determined on a cost-per-copy basis.

For the Public Service Authority, a major discretely presented component unit, minimum rental payments under
operating leases for the fiscal year totaled $7.300 million. For the State Ports Authority, a major discretely presented
component unit, minimum rental payments under operating leases for the fiscal year totaled $1.064 million. For the Lottery
Commission, a major discretely presented component unit, minimum rental payments under operating leases for the fiscal
year totaled $717 thousand.

At June 30, 2007, future minimum payments under noncancelable operating leases with remaining terms in excess of one
year (expressed in thousands) were as follows:
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Component Unit

Primary Lottery
Fiscal Year Ending June 30 Government Commission

2008 $ 43,411  $ 665

2009 39,877 685

2010 31,555 701

2011 23,389 705

2012 16,891 640

2013-2017 30,225 2,173
2018-2022 13,160 —
2023-2027 4,796 —
2028-2032 567 —
2033-2037 500 —
2038-2042 100 —

Total minimum payments........... $ 204,471 $ 5,569

Public Service

Fiscal Year Ending December 31 Authority
2007 $ 5,200
2008 4,900
2009 296

Total minimum payments........... $ 10,396

b. Facilities Leased to Others

At June 30, 2007, the State Ports Authority, a major discretely presented component unit, had leased to non-State parties
certain land and facilities having a cost of approximately $479.280 million and related accumulated depreciation of
$214.423 million. Future minimum rental payments to be received at June 30, 2007, under these operating leases (expressed
in thousands) were as follows:

State
Ports
Fiscal Year Ending June 30 Authority

2008 $ 35,315
2009 34,267
2010 23,153
2011 9,563
2012 6,770
2013-2017 1,722
2018-2022 908
2023-2027 500
2028-2032 500
2033-2037 217
Totalueeeeeeiiee $ 112,915
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NOTE 12: BONDS AND NOTES PAYABLE

a. General Obligation Bonds

General obligation bonds are backed by the full faith, credit, and taxing power of the State. General obligation bonds
(expressed in thousands) outstanding at June 30, 2007, were:

Governmental Activities

Capital improvement bonds, 1.75% to 5.90%, maturing serially through 2019.......... $ 603,762
State highway bonds, 2.00% to 6.50%, maturing serially through 2023..................... 663,582
State school facilities bonds, 3.00% to 5.75%, maturing serially through 2018......... 523,305
Infrastructure Bank bonds, 3.00% to 5.00%, maturing through 2028............cccocerreene 55,491
State economic development bonds, 1.00% to 6.75%, —
maturing serially through 203 L........ccooieiineeerreee e 227,992
Research university infrastructure bonds, 3.00% to 6.25%,
maturing serially through 2021........ccooiiiinrieereee et 140,733
Subtotal—governmental aCtiVItIES .......ccccvvevireeeirreeer e 2,214,865
Business-type Activities, Higher Education Fund
State institution bonds, 2.50% to 6.25%, maturing serially through 2027.................... 356,795
Total—general obligation bonds payable..........cciie e $ 2,571,660

At June 30, 2007, $6.344 million of capital improvement bonds, $42.185 million of State economic development bonds,
and $35.850 million of State research university infrastructure bonds were authorized but unissued.
At June 30, 2007, future debt service requirements (expressed in thousands) for general obligation bonds were:

Business-type Activities
Governmental Activities (Higher Education Fund)

Year Ending June 30 Principal Interest Principal Interest
2008 $ 199225 $ 97591 $ 18835 $ 15314
2009 204,699 88,593 19,370 14,495
2010 187,500 79,197 19,440 13,654
2011 184,485 70,409 20,030 12,813
2012 175,205 61,765 20,580 11,935
2013-2017 837,220 188,929 113,880 45,374
2018-2022 355,775 45,807 91,835 21,449
2023-2027 47,480 7,530 53,580 5,117
2028-2031 17,585 1,131 — —
Total debt service
requirements.......ccccoeveeveneene. 2,209,174  $ 640,952 357,550 $ 140,151
Unamortized premiums............... 15,933 269
Deferred amount on refunding... (10,242) (1,024)
Total principal
outstanding......cccceeeveeneennns $ 2,214,865 $ 356,795

The Department of Transportation Special Revenue Fund, a major governmental fund, pays the debt service for the State
highway bonds. The Local Government Infrastructure Fund, a major governmental fund, pays the debt service for the
Infrastructure Bank bonds. The General Fund pays the debt service for the other general obligation bonds recorded for
governmental activities. The Higher Education Fund, a major enterprise fund, pays the debt service for general obligation
bonds recorded in that fund.

Rather than directly limiting the amount of outstanding general obligation debt, State law imposes a limitation on annual
debt service expenditures. The legal annual debt service margin at June 30, 2007, was $50.249 million in total for all
institution bonds, $24.362 million for highway bonds, $145.086 million for general obligation bonds excluding institution
and highway bonds, $9.591 million for economic development bonds, and $16.993 million for research university
infrastructure bonds. South Carolina State University exceeded its legal debt service limit on its State institution bonds by
approximately $530 thousand at June 30, 2007. The University will adjust tuition fees in subsequent years to cover the debt
requirement.
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b. Limited Obligation Bonds

Limited obligation bonds are not backed by the full faith, credit, and taxing power of the State. Limited obligation bonds
outstanding at June 30, 2007, which are reported in the internal service funds, totaled $10.985 million and mature serially
through 2016. Interest rates on these bonds ranged from 4.00% to 6.10%.

At June 30, 2007, there were no limited obligation bonds authorized but unissued.

The State issued limited obligation lease revenue bonds to finance the cost of capital facilities for use by certain State
agencies. Pledges of lease rental payments that the agencies will pay from their governmental funds secure the bonds.

At June 30, 2007, future debt service requirements (expressed in thousands) for limited obligation bonds were:

Governmental Activities
(Internal Service Funds)

Year Ending June 30 Principal Interest
2008 $ 1640 $ 542
2009 1,730 465
2010 1,200 384
2011 1,280 322
2012 1,345 256
2013-2016 3,835 337
Total debt service
requirements.........c...... 11,030 $ 2,306
Unamortized discounts.......... (45)
Total principal
outstanding........cccceeeeenee. $ 10,985

The internal service funds pay all debt service for the lease revenue bonds.

c. Revenue, Tobacco Authority, Infrastructure Bank, and Other Bonds and Notes

Revenue debt is not backed by the full faith, credit, and taxing power of the State. Revenue, Tobacco Settlement
Revenue Management Authority (Tobacco Authority), Infrastructure Bank, and other bonds and notes (expressed in
thousands) outstanding at June 30, 2007, were:
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Bonds Notes
Primary Government:
Governmental Activities:
Infrastructure Bank bonds, 3.00% to 6.00%, maturing serially
TAPOUGN 2033.....ciiiiiiiciie et $ 2162973 $ —
Tobacco Authority bonds, 6.00% to 7.67%, maturing serially through 2030... 769,755 —
Heritage Trust Revenue bonds, 4.00% to 4.25%, maturing in 2022................ 20,287 —
Educational Television Netw ork note, 3.29%, maturing in 2008....................... — 760
Education Department note, 3.29%, maturing in 2011.........ccccoceeiiiiiieieninennns — 545
Corrections Department note, 3.34%, maturing in 2008.............cccceveeeiereninenn. — 571
Probation Parole and Pardon Department note, 4.04%, maturing in 2012........ — 241
Budget and Control Board bond and notes, 3.00% to 5.00%,
maturing through 2018...........oooiiiiiiiee s 20,757 13,505
Totals—governmental actiVities.......ccoccoiiiiiiiiiiii e 2,973,772 15,622
Business-type Activities:
Higher Education Fund bonds and notes, 2.00% to 7.75%,
maturing serially through 2035...........cocoiiiii e 492,224 104,594
Housing Authority Fund bonds, 2.60% to 8.30%,
maturing serially through 2037...........cccoiiiiiiiiic e 699,023 —
Medical University Hospital Authority bonds and note, 3.92% to 5.38%,
maturing through 2034.........c.oiiiii e 475,246 18,662
Education Assistance Authority Fund bonds, 3.50% to 6.30%,
maturing serially through 2026..............cccooiiiiiiiiii e 1,025,897 —
Nonmajor enterprise funds:
Nonmajor enterprise fund bonds and notes, 3.00% to 8.00%,
maturing through 2025...........ooiiiiiiieiie et sre e 16,754 43,198
Direct note obligations, 5.82% to 6.82%, maturing serially through 2027...... — 86,903
Totals—business-type aCtiVitieS......ccccouiiiiiiiiiieniee e 2,709,144 253,357
Totals—primary goVernmM ENt.......ocoieiiieiiniieeeee e $ 5,682,916 $ 268,979
Major Discretely Presented Component Units:
Public Service Authority bonds, 2.50% to 7.42%,
maturing serially through 2039...........ccooiiiiiie e $ 3,159270 $ —
State Ports Authority bonds and notes, 3.78% to 5.92%,
maturing serially through 2028.............ccccoiiiiiiii e $ 134,198 $ 2,429
Connector 2000 Association, Inc. bonds, 5.25% to 6.30%,
maturing serially through 2038...........ccccoiiiiiiiieiie e $ 289,457 $ —

During a prior fiscal year, the Transportation Infrastructure Bank, reported in the Local Government Infrastructure Fund,
a major governmental fund, entered into an interest rate swap agreement with a termination date of October 1, 2013 to reduce
net interest costs on certain revenue bonds. Under this fixed-to-variable interest-rate swap, the Bank receives a fixed rate of
3.595% semi-annually while paying a variable rate monthly based on the BMA Municipal Bond Index. The notional amount
for this agreement is $49.440 million. The swap agreement was terminated on December 7, 2006 at a termination value of
$692 thousand. As of that date, the Bank had received net revenues of $2.900 million since the inception of the interest rate
swap.

During a prior fiscal year, the Transportation Infrastructure Bank, reported in the Local Government Infrastructure Fund,
a major governmental fund, entered into an interest rate exchange agreement with a termination date of October 1, 2031, to
enhance savings and offset changes in tax-exempt variable interest rates on certain revenue bonds. Under this variable-to-
fixed interest rate exchange, the Bank pays a 3.825% fixed rate on a notional amount, having an amortization schedule equal
to that of the revenue bonds. In return, the counterparties of the agreement pay the Bank a variable rate equal to 67.0% of the
one-month London Interbank Offered Rate on such notional amount. For the fiscal year ended June 30, 2007, the Bank made
variable bond interest payments of $13.379 million and fixed rate payments on the exchange agreement of $13.998 million.
The Bank received variable swap payments on the exchange agreement of $13.049 million. The June 30, 2007, mark to
market value of this swap was $1.740 million.

University Medical Associates of the Medical University of South Carolina (UMA) is a blended component unit and
nonmajor enterprise fund. UMA has issued several direct note obligations, select auction variable rate securities. In prior
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years, UMA entered into interest-rate swap agreements to modify interest rates on a portion of its Series 1994, and all of the
1999A and 1999B direct note obligations in an effort to convert its variable-rate debt to a fixed rate of 6.82% on the 1994 and
1999A obligations, and 5.82% on the 1999B obligations. These agreements were required by the municipal bond insurance
company MBIA, at a time when UMA was experiencing operating losses. The note obligations and related swap agreements
mature on May 15, 2024, for the 1994 and 1999A portions and May 15, 2027, for the 1999B portion. The notional amounts
as of June 30, 2007, are as follows: Series 1994 obligations—$8.650 million; Series 1999A obligations—$33.650 million;
and Series 1999B obligations—$39.300 million. These amounts agree to the principal outstanding under the various issues
except Series 1994, which has outstanding principal of $9.950 million. Under the swap agreements, UMA pays the
counterparty a fixed interest payment of 6.82% on the 1994 and 1999A obligations, and 5.82% on the 1999B obligations, and
receives a variable payment based upon the auction rate every thirty-five days. The variable rates in effect at June 30, 2007,
were 3.75% for the 1994 obligations, 3.75% for the 1999A obligations, and 3.84% for the 1999B obligations. On
May 1, 2000, these swap agreements were amended to mitigate adverse income tax consequences to the counterparty should
certain triggering events occur in the future, resulting in a payment to UMA of $1.850 million for the remaining life of the
agreements. UMA has recorded this amount in deferred revenue and is amortizing it as a reduction of interest expense over
the terms of the related obligations on the straight-line method. For the fiscal year ended June 30, 2007, interest expense was
reduced by amortization of approximately $77 thousand. Interest rates have declined since execution of the swap agreements
resulting in the swaps having negative fair values of approximately $1.770 million on the 1994 obligations, $6.561 million on
the 1999A obligations, and $5.131 million for the 1999B obligations as of June 30, 2007. The fair value was estimated using
the zero-coupon method. UMA will be exposed to the risk of fluctuating interest rates of the variable-rate debt agreements if
the swap agreements are terminated.

In a prior year, the Medical University Facilities Corporation, a blended component unit and nonmajor enterprise fund,
entered into an interest-rate swap agreement to hedge its interest-rate exposure and establish a fixed-rate payment in
connection with a $13.500 million loan. The swap agreement provides that the Corporation will pay the swap provider
interest on a notional amount equal to the aggregate principal amount of the loan at a fixed rate of 3.37%, and the swap
provider will pay the Corporation a variable rate of interest on such notional amount in an amount sufficient to pay the
variable rate of interest on the loan. The notional amount at June 30, 2007, was $9.355 million, and the variable rate in effect
at that date was 3.77%. The swap agreement provides that the notional amount will be reduced in the same amount and at the
same time the principal of the note is scheduled to be paid upon redemption or maturity. The loan and the related swap
agreement mature on January 1, 2013. As of June 30, 2007, the swap had a fair value of approximately $175 thousand.
Termination of the agreement would subject the Corporation to the risk of fluctuating interest rates.

In December 2005, the State Ports Authority, a major discretely presented component unit, entered into two interest swap
contracts intended to manage interest expense of fixed-rate debt. The contracts provide that the Authority will pay the swap
provider interest on a notional amount at a fixed rate of 3.67%, and the swap provider will pay the Authority at a rate based
on 70% of the one-month London Interbank Offered Rate on such notional amount. The notional amounts at June 30, 2007
were $61.443 million and $26.333 million. The payments begin August 1, 2008 and continue until the contracts expire on
July 1, 2026. As of June 30, 2007, the swaps have fair values of approximately $1.484 million and $637 thousand.

As of June 30, 2007, debt service requirements of the UMA and the Corporation variable rate debt and net swap
payments (expressed in thousands), assuming current interest rates remain the same for their term, were as follows:

Year Ending Variable Rate Notes Interest Rate
June 30 Principal Interest Swaps, Net Totals
2008 $ 359 $ 3418 $ 2,034 $ 9,047
2009 4,045 3,279 1,973 9,297
2010 4,195 3,125 1,906 9,226
2011 4,450 2,965 1,831 9,246
2012 4,310 2,796 1,757 8,863
2013-2017 21,960 11,289 7,451 40,700
2018-2022 25,550 7,386 4,853 37,789
2023-2027 22,850 2,080 1,212 26,142
Totals.......... $ 90,955 $ 36,338 $ 23,017 $ 150,310

Certain revenue bonds require the individual business-type activities to provide sufficient revenue to pay debt service
and to fund all necessary expenses of the activities. The funds that receive the proceeds of revenue, Tobacco Authority,
Infrastructure Bank, and other bonds and notes have pledged revenues for payment of debt service as follows:
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Primary Government:
Governmental Activities:
Infrastructure Bank bonds: Infrastructure Bank revenues recorded in the Local Government Infrastructure Fund, a major governmental
fund
Tobacco Authority bonds: tobacco settlement revenues recorded in the nonmajor governmental funds
Heritage Trust bonds: revenues derived from portion of State Deed Recording Fee dedicated to the Heritage Land Trust Fund
Corrections Department note: farm facility revenues
Budget and Control Board bonds: loan repayments
Business-type Activities:
Higher education bonds and notes: various specific higher education revenues
State Housing Authority bonds: revenues of the Housing Authority Fund, a major enterprise fund
Education Assistance Authority bonds: loan repayments and United States Commissioner of Education funds in the Education
Assistance Authority Fund, a major enterprise fund
Major Discretely Presented Component Units:
Public Service Authority bonds: Public Service Authority revenues
State Ports Authority bonds: State Ports Authority revenues
Connector 2000 Association, Inc. bonds: toll revenues
Lottery Commission notes: lottery revenues

For its business-type activities, the State separately identifies amounts of pledged revenues available at June 30, 2007, in
the statement of revenues, expenses, and changes in fund net assets for proprietary funds.

At June 30, 2007, future debt service requirements (expressed in thousands) for revenue, Tobacco Authority,
Infrastructure Bank, and other bonds and notes of the primary government were as follows:

Primary Government
Governmental Activities Business-type Activities

Year Ending June 30 Principal Interest Principal Interest
2008 $ 51,320 $ 150,830 $ 68,247 $ 118,585
2009 47,070 148,435 151,537 137,831
2010 52,605 145,976 123,623 127,572
2011 54,655 143,258 68,691 122,414
2012 57,997 140,325 83,557 118,992
2013-2017 410,980 646,684 412,270 540,295
2018-2022 584,255 517,756 490,856 442,467
2023-2027 674,710 352,839 1,012,614 271,589
2028-2032 724,330 156,981 352,825 101,272
2033-2037 272,640 22,761 196,818 20,290
2038 17,370 391 5,640 154
Total debt service
requiremMentsS....cceveeneenennenne 2,947,932 $ 2,426,236 2,966,678 $ 2,001,461
Net unamortized premiums............... 80,344 - 20,152
Deferred amount on refunding......... (38,882) (24,329)
Total principal outstanding......... $ 2,989,394 $ 2,962,501

The fiscal year for the Public Service Authority ends December 31 while the fiscal year for the State Ports Authority
ends June 30. Both entities are major discretely presented component units. At December 31, 2006, the carrying value of the
Public Service Authority’s debt was $3.270 billion while the fair value was approximately $3.600 billion. At June 30, 2007,
the carrying value of the State Ports Authority debt was $135.992 million while the fair value was approximately
$132.446 million. The fair values were estimated using current rates available to the entities for similar borrowing
arrangements and on the market rate of comparable traded debt.

At June 30, 2007, future debt service requirements (expressed in thousands) for bonds and notes of the State’s major
discretely presented component units were as follows:
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Major Component Units

Public Service Authority Connector 2000 Assoc. State Ports Authority
Year Ending December 31 Principal Interest Principal Interest Principal Interest
2007 $ 76,475 $ 159,642 $ — $ 3530 $ 3,775 % 6,640
2008 100,420 157,447 6,200 3,508 3,860 6,426
2009 95,225 152,583 6,700 3,461 4,050 6,202
2010 110,695 147,341 7,300 3,411 4,255 5,966
2011 112,985 141,220 8,100 3,358 4,470 5,719
2012-2016 730,820 607,930 55,400 15,886 24,839 24,645
2017-2021 903,357 394,955 87,700 14,072 31,190 17,320
2022-2026 448,546 216,486 122,000 11,740 34,495 7,184
2027-2031 317,185 133,067 161,600 8,643 25,000 —
2032-2036 267,235 57,542 192,000 4,598 — —
2037-2040 96,987 5,380 99,100 446 — —
Total debt service
requirements............ccooeeeenen 3,259,930 $ 2,173,593 746,100 $ 72,653 135,934 $ 80,102
Unamortized premiums (discounts)... 124,502 (456,643) 693
Deferred amount on refunding........... (225,162) — —
Total principal outstanding............ $ 3,159,270 $ 289,457 $ 136,627

Borrowing is essential to the continuation of programs associated with certain entities reported within the primary
government’s governmental activities. The primary government reported interest expense during the fiscal year ended
June 30, 2007, in governmental functions for these entities as follows (expressed in thousands):

Amount
General government..............ccc.cc.... $ 50,386
Transportation..........ccceeevveienneennnen. 102,698

Total allocated interest expense.. $ 153,084

The amount shown above in the general government function relates to bonds that a blended component unit issued.

d. Bond Anticipation Notes

At June 30, 2007, $4.500 million in short-term revenue bond anticipation notes were outstanding in the Higher
Education Fund, a major enterprise fund. These notes are due on or before June 30, 2007.

e. Defeased Bonds

During February 2007, the Transportation Infrastructure Bank, reported in the Local Government Infrastructure Fund, a
major governmental fund, issued $102.015 million in revenue refunding bonds to refund $98.855 million of revenue bonds.
The Bank used the net proceeds to purchase United States government securities. The advance refunding resulted in a
difference between the reacquisition price and the net carrying amount of the old debt of $4.017 million. This difference,
reported in the accompanying financial statements as a deduction from bonds payable, is being charged to operations through
the year 2033 on a straight-line basis. The bonds were refunded to reduce total debt service payments over the next 25 years
by approximately $12.563 million and to obtain an economic gain (difference between the present values of the old and new
debt service payments) of approximately $8.548 million.

During November 2006, Coastal Carolina University, included in the Higher Education major enterprise fund, issued
bonds to refund portions of earlier issues. Proceeds from the sale were placed in an irrevocable trust that is to be used to
service the future debt requirements of the earlier bond issues. This refunding resulted in an economic gain and reduced
future cash requirements to pay off the debt. The economic gain realized in this refunding was $603 thousand, and cash flow
savings netted to $954 thousand. In prior years, the University defeased certain bonds by placing the proceeds of new bonds
in an irrevocable trust to provide for all future debt service payments on the old bonds. Accordingly, the trust account assets
and the liability for the defeased bonds are not included in the accompanying financial statements. At June 30, 2007, $12.240
million of bonds outstanding are considered defeased, which includes the bonds considered defeased during the current year.

During its fiscal year ended December 31, 2006, the Public Service Authority, a major discretely presented component
unit, issued $114.800 million in refunding revenue bonds with an average interest rate of 4.87% to refund $115.005 million
in revenue bonds with an average interest rate of 5.53%. The refunding resulted in a difference between the reacquisition
price and the net carrying amount of the old debt of $7.054 million. This difference, reported in the accompanying financial
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statements as a deduction from bonds payable, is being charged to operations through the year 2035 using the effective-
interest method. The bonds were refunded to reduce total debt service payments over the next 30 years by approximately
$11.200 million and to obtain an economic gain of approximately $8.100 million.

For all defeasances involving advance refundings in the current and prior years, the securities purchased were deposited
in an irrevocable trust with an escrow agent to provide for all future debt service payments on the old bonds. Accordingly,
the State has not recorded the defeased bonds in the accompanying financial statements. At June 30, 2007, the following
outstanding bonds of the primary government (expressed in thousands) were considered defeased:

Business- Totals—

Governmental type Primary
Activities Activities Government
Capital improvement bonds....... $ 40,310 $ — $ 40,310
State highw ay bonds................ 46,175 — 46,175
State school facilities bonds..... 59,515 — 59,515
Infrastructure Bank bonds........ 837,500 — 837,500
Higher Education Fund bonds... — 224,305 224,305
TotalS . veeeeieeciee e, $ 983500 $ 224305 $ 1,207,805

In addition, at December 31, 2006, $115.005 million of bonds associated with the Public Service Authority, a major
discretely presented component unit, were considered defeased.

f. Arbitrage Rebate Payable

The Internal Revenue Code and arbitrage regulations issued by the Internal Revenue Service require rebate to the federal
government of excess investment earnings on bond proceeds if the yield on those earnings exceeds the effective yield on the
related tax-exempt bonds issued. The Local Government Infrastructure Fund (a major governmental fund), and the
Education Assistance Authority Fund (a major enterprise fund) have incurred arbitrage rebate liabilities in connection with
student loan and revenue bonds sold in previous years. Arbitrage rebates payable at June 30, 2007, are reported as other
liabilities of $503 thousand in the Local Government Infrastructure Fund, and as other liabilities payable from restricted
assets of $5.650 million and other liabilities of $691 thousand in the Education Assistance Authority Fund.

g. Conduit Debt

State law authorizes issuance of certain bonds for which the State assumes no responsibility for repayment. These
bonds, therefore, do not appear as liabilities in the accompanying financial statements.

The Educational Facilities Authority, reported in the General Fund, issues bonds to assist nonprofit educational
institutions that do not receive State appropriations in the acquisition, construction, and financing of facilities for educational
programs. The bonds are payable solely from, and secured by, a lease agreement on the facilities between the Authority and
the institution. When the bonds have been fully paid, the Authority conveys the title for the facility to the institution. At
June 30, 2007, the outstanding balance of bonds issued was $285.767 million.

The Jobs-Economic Development Authority, a nonmajor governmental fund, issues industrial revenue bonds to develop
and benefit business enterprises. The bonds are payable solely by revenues of the business enterprise and generally are
secured by an irrevocable letter of credit. At June 30, 2007, the outstanding balance of bonds issued after June 30, 1995, was
$3.156 billion. The original amount of bonds issued prior to that date is not available.

The Housing Authority Fund, a major enterprise fund, issues certain mortgage loan notes and housing revenue bonds for
developers to construct moderate to low income housing projects. The bonds are payable solely from housing rental
payments received by the developer and generally are secured by an irrevocable letter of credit or bond insurance. At
June 30, 2007, the outstanding balance of bonds issued was $268.470 million.

h. Resources Authority Debt

In prior years, the Resources Authority, reported in the General Fund, issued bonds and used the proceeds to purchase
obligations of local governmental entities. The local governmental entities used the proceeds received from the Authority to
fund water and sewer projects. Periodic principal and interest payments received from the local governmental entities are
used by the Authority to retire its own debt. The debt issued by the Authority is not a debt of the State and is not recorded in
the accompanying financial statements. The Authority’s outstanding debt at June 30, 2007, was $2.870 million. Effective
October 1994, the General Assembly enacted legislation that prohibits the Authority from issuing bonds except to refund
bonds previously issued.
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Beginning in fiscal year 1993-1994, one local governmental entity has been unable to meet its financial obligation under
the terms of a $5.025 million revenue bond that the Authority purchased. In June 1990, when the local governmental entity
issued its debt, it estimated that the related sewer project would be completed and operational by calendar year 1992.
Revenue generated by the sewer system is pledged for debt retirement. The State paid a total of approximately
$5.087 million in the 1993-1994 through 2005-2006 fiscal years, and $420 thousand in the 2006-2007 fiscal year to the
Authority to offset the loss of revenues from the delinquent local entity.

The 2007-2008 Appropriations Act directs the State Treasurer’s Office to carry forward $3.500 million of Excess Debt
Service funds from fiscal year 2006-2007 to provide for retirement of the entire outstanding amount of Series 1990 South
Carolina Resources Authority Revenue Bonds. This retirement shall not discharge the Town of New Ellenton of its
requirement to make court ordered payments to the South Carolina Resources Authority.

i. Commercial Paper Notes and Letters of Credit

Note 13 Changes in Liabilities, displays the activity of commercial paper notes and lines of credit during the fiscal year
ended June 30, 2007, including beginning and ending balances (if any) as well as all draws and repayments. The Public
Service Authority presents its outstanding amounts as commercial paper notes, but all other amounts outstanding on lines of
credit at June 30, 2007 are reported as notes payable. Other relevant information regarding these accounts is provided below.

The State Housing Finance and Development Authority, a major enterprise fund, executed a revolving Mortgage
Prepayment Refunding Note with a commercial bank, the purpose of which is to function as a vehicle to preserve the
federally limited tax-exempt private activity volume cap pursuant to the federal tax code. The Authority expects to draw
down on the note twice each year at or near debt service payment dates. The amount outstanding at any given time is not to
exceed $21.000 million. No amounts had been drawn on the note as of June 30, 2007.

The University Medical Associates of the Medical University of South Carolina, a blended component unit and
nonmajor enterprise fund, has a $10.000 million line of credit from a commercial bank. There were no advances under this
line of credit during the year ended June 30, 2007

The Public Service Authority, a discretely presented component unit, has recorded a $195.072 million liability for
commercial paper notes at its fiscal year ended December 31, 2006. The paper is issued for valid corporate purposes with
terms not to exceed 270 days. The Authority has a $450.000 million revolving credit agreement to support the issuance of
commercial paper. There were no borrowings under the agreement during 2006.

The Ports Authority, a discretely presented component unit, has a $10.000 million revolving line of credit from a
commercial bank. There are no borrowings under the line of credit as of June 30, 2007.

j. Subsequent Events

Since June 30, 2007, the State’s primary government has issued $360.870 million in revenue bonds, which are reported
in the State’s business-type activities.

Since June 30, 2007, the Public Service Authority, a major discretely presented component unit, issued $440.495 in
revenue bonds. Of the total revenue bonds issued by the Public Service Authority, $97.970 million were to refund prior
issues.

On July 2, 2007, the State Housing Finance and Development Authority, a major enterprise fund, drew down $9.850
million from the Mortgage Prepayment Refunding Note entered into on June 28, 2007. The draw was redeemed on
September 28, 2007.
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NOTE 13: CHANGES IN LIABILITIES

a. Long-Term Liabilities

Changes in major classes of long-term liabilities (expressed in thousands) for the fiscal year ended June 30, 2007, were:

Amounts
Balances at Balances at Due Within
July 1, 2006 Increases Decreases June 30, 2007 One Year
Primary Government:
Governmental Activities
POliCY CIAIMS.......ovvvvieieieeisiei e, $ 549,456 $ 1,444,805 $ (1,415,141) $ 579,120 472,374
Notes payable.........cccevveeriiniiiiice, $ 21,021 % 1,726 $ (7,125) $ 15,622 4,610
General obligation bonds payable.............. $ 2,401,124 $ — $ (191,950) $ 2,209,174 199,225
Unamortized discounts and premiums........ 17,327 — (1,394) 15,933 —
Deferred amount on refunding................... (13,332) — 3,090 (10,242) —
Total general obligation bonds payable.... $ 2,405,119 $ — $ (190,254) $ 2,214,865 199,225
Tobacco Authority bonds payable............. $ 796,900 $ — $ (27,145) $ 769,755 —
Revenue bonds payable...........ccccecvevennne. $ 21,115 $ 20,295 $ (1,320) $ 40,090 2,355
Unamortized discounts and premiums........ 1,054 (8) (92) 954 —
Total revenue bonds payable................... $ 22,169 $ 20,287 % (1,412) $ 41,044 2,355
Infrastructure Bank bonds payable............ $ 1,887,725 $ 388,370 $ (153,630) $ 2,122,465 44,355
Unamortized discounts and premiums........ 72,037 9,456 (2,103) 79,390 —
Deferred amount on refunding................... (42,056) (4,149) 7,323 (38,882) —
Total Infrastructure Bank bonds payable. $ 1,917,706 $ 393,677 $ (148,410) $ 2,162,973 44,355
Limited obligation bonds payable................ $ 15350 $ — $ (4,320) $ 11,030 1,640
Unamortized discounts and premiums........ (59) — 14 (45) —
Total limited obligation bonds payable....... $ 15291 $ — $ (4,306) $ 10,985 1,640
Capital leases payable............cccocoveurrrrnnns $ 1,894 $ — $ (955) $ 939 544
Compensated absences payable............... $ 202,068 $ 122,313 % (108,760) $ 215,621 121,184
National Guard Retirement System
net pension obligation payable.................. $ 7,866 $ — $ (995) $ 6,871 —
Judgments and contingencies payable...... $ 42,074 $ 6,756 $ (17,060) $ 31,770 8,076
Arbitrage payable..........cccorerierinrrenenes $ 233 $ 270 $ — $ 503 —

The National Guard Retirement System net pension obligation payable, judgments and contingencies payable, and
arbitrage payable are included in other liabilities in the accompanying financial statements.
The governmental fund that pays an employee’s salary also is responsible for liquidating the employee’s related
compensated absence liability. The General Fund is responsible for liquidating the National Guard Retirement System
liability. Historically, the State has paid most judgments related to governmental funds from its General Fund unless an
identifiable amount was directly attributable to another specific fund.
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Amounts
Balances at Balances at Due Within
July 1, 2006 Increases Decreases June 30, 2007 One Year
Primary Government:
Business-type Activities
Policy claims..........c.ccooiiiiiiiiiiii $ 217,407 $ 23,776 $ (42,561) 198,622 $ 30,000
Notes payable..........ccccovviiiiiiiiiiieieee $ 248477 $ 33,044 $ (27,406) 254,115 $ 15,556
Deferred amount on refunding................... (896) — 50 (846) —
Unamortized discounts and premiums........ 93 — (5) 88 —
Total notes payable............ccccovveeniennnenn. $ 247,674 $ 33,044 $ (27,361) 253,357 $ 15,556
General obligation bonds payable.............. $ 250,425 $ 126,125 $ (19,000) 357,550 $ 18,835
Deferred amount on refunding............ (1,105) — 81 (1,024) —
Unamortized discounts and premiums........ 194 93 (18) 269 —
Total general obligation bonds payable.... $ 249,514 $ 126,218 $ (18,937) 356,795 $ 18,835
Revenue bonds payable............cc..ccooeeeene $ 2,639,153 $ 295,175 $ (121,765) 2,712,563 $ 52,691
Deferred amount on refunding................... (25,213) — 1,730 (23,483) —
Unamortized discounts and premiums........ 18,412 2,443 (791) 20,064 —
Total revenue bonds payable................... $ 2,532,352 $ 297,618 $ (120,826) 2,709,144 $ 52,691
Capital leases payable........cc.cccoceeervrirernnenn $ 44,987 $ 13,486 $ (12,404) 46,069 $ 6,591
Compensated absences payable............... $ 116,602 $ 84,535 $ (73,891) 127,246 $ 68,112
Arbitrage payable...........ccccoeeveveieeeeirenane. $ 7,984 $ — $ (1,643) 6,341 $ —
Amounts
Balances at Balances at Due Within
January 1, 2006 Increases Decreases December 31, 2006 One Year
Major Component Units:
Public Service Authority
POlICY CIAIMS.......vvoeeeeeeeiieieeeeeeeeieeene $ 2597 $ 1375 $ (1570) $ 2,402 $ 2,402
Revenue bonds payable...........c.cccocerennene $ 2,714,897 $ 802,375 $ (257,342) $ 3,259,930 $ 76,475
Deferred amount on refunding................... (239,310) (7,054) 21,202 (225,162) —
Unamortized discounts and premiums........ 101,141 34,095 (10,734) 124,502 —
Total revenue bonds payable................... $ 2,576,728 $ 829,416 $ (246,874) $ 3,159,270 $ 76,475
Capital leases payable...........cccovvrieeenn. $ 11,937 $ — $ (2,041) $ 9,896 $ 2,738
Compensated absences payable............... $ 14,224 $ 2695 $ (1,526) $ 15,393 $ —
Connector 2000 Association, Inc.
Revenue bonds payable...................... e $ 746,100 $ — $ — $ 746,100 $ —
Unamortized discounts and premiums. (469,513) 12,870 — (456,643) —
Total revenue bonds payable $ 276,587 $ 12,870 $ — $ 289,457 $ —
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Amounts
Balances at Balances at Due Within
July 1, 2006 Increases Decreases June 30, 2007 One Year
State Ports Authority
Notes payable............cccccoiiiiiiiiiiiice $ 2874  $ — $ (445) $ 2429 $ 445
Revenue bonds payable..............cccccevevennee $ 136,660 $ — $ (3,155) $ 133,505 $ 3,330
Unamortized discounts and premiums........ 739 — (46) 693 —
Total revenue bonds payable................... $ 137,399 $ — $ (3,201) $ 134,198 $ 3,330
Capital leases payable..............c..ccceveunnen. $ 98 $ — $ (40) $ 58 $ 43
Compensated absences payable............... $ 2,356 $ 1,969 $ (1,794) $ 2531 $ 2,531
Lottery Commission
Notes payable..........ccoovvvirininieniencn $ 882 $ — $ (882) $ — $ —
Compensated absences payable............... $ 875 $ 466 $ (407) $ 934 $ 425

b. Short-Term Debt

The State’s Higher Education Fund may issue Bond Anticipation Notes (BANS) to provide interim financing for capital
projects while in the process of issuing bonds. The Public Service Authority, a major discretely presented component unit,
may issue commercial paper as short-term financing for valid corporate purposes as allowed by the Authority’s Board of
Directors. Short-term debt for the fiscal year ended June 30, 2007, included: BANS in the Higher Education Fund, a major
enterprise fund; commercial paper notes in the Public Service Authority; and letters of credit in the nonmajor enterprise
funds. Short-term debt activity during the fiscal year (expressed in thousands) was as follows:

Balances at Balances at
July 1, 2006 Increases Decreases June 30, 2007
Primary Government:
Business-type Activities
Revenue bond anticipation notes payable...................... $ 6,855 $ 4500 $ (6,855) $ 4,500
Letter Of Credit........occrcrireeccicirsseeccc e $ 2,000 $ — $ (2,000) $ —
Balances at Balances at
January 1, 2006 Increases Decreases December 31, 2006
Major Component Unit:
Public Service Authority
Commercial paper NOES..........coceveieieiericeee e $ 285449 $ 51,159 $ (141,536) $ 195,072
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NOTE 14: RESERVATIONS AND DESIGNATIONS OF FUND BALANCES IN
GOVERNMENTAL FUNDS

Reserved components of fund balances represent amounts in governmental funds that are legally
segregated or that the State cannot appropriate. Designated portions of unreserved fund balances reflect tentative plans for
future use of available financial resources.

The unreserved component of fund balance equals the total fund balance less reserved amounts.

At June 30, 2007, the following amounts of fund balance in governmental funds (expressed in thousands) were reserved:

Department of

Departmental Local Transportation Nonmajor Total
General Government Special Governmental  Governmental
General Operating Infrastructure Revenue Funds Funds
Fund balances reserved for:
General reserve fund........c....ccoou..... $ 167,732  $ — $ — $ — $ — $ 167,732
INVENtOries. ... 15,385 22,003 — 5511 88 42,987
Interfund receivables..............ccc....... 1,333 — 277,641 — 3,212 282,186
Appropriations to be carried
forward ......ooevevieeeeeeeee e 225,645 — — — — 225,645
Endowments .......ccoceeeeeeeeeeeeceeiens — — — — 2,386 2,386
Long-term loans and notes
receivable ............ 4 531 442,483 6,709 24,147 473,874
Debt requirements.... . — — 1,180,967 — 154,066 1,335,033
School building aid .........ccccoeovvnne 3,058 — — — 33,342 36,400
Total reserved fund balances...... $ 413,157  $ 22,534 $ 1,901,091 $ 12220 $ 217241 $ 2,566,243

The following subsections contain further descriptive information regarding the reserved and designated components of
fund balance.

a. Reserved
General Reserve Fund

The South Carolina Constitution requires that the State maintain a reserve to prevent deficits in the Budgetary General
Fund. The Reserve is fully funded whenever it equals three percent of the Budgetary General Fund’s revenue (budgetary
basis) of the previous fiscal year.

If the State withdraws funds from the Reserve to cover a year-end deficit, it must replace the funds within three years.
The Constitution requires that at least one percent of the Budgetary General Fund revenue (budgetary basis) of the latest
completed fiscal year, if so much is necessary, be restored each year following the deficit until full funding is achieved.

At June 30, 2007, the Reserve’s balance was $167.732 million, the full funding amount.

Reserved for Inventories

Governmental funds reserve a portion of fund balance equal to year-end inventory balances to indicate that the funds are
not available for appropriation.

Reserved for Interfund Receivables and Reserved for Long-Term Loans and Notes Receivable

Long-term loans and notes receivable and long-term interfund receivables are assets that do not represent expendable
available resources. Governmental funds, therefore, reserve a corresponding portion of fund balance.

Reserved for Appropriations to be Carried Forward

The General Fund does not use encumbrance accounting. It uses the reserve for appropriations to be carried forward,
however, if the General Assembly has authorized the carry-forward of General Fund appropriations to the next fiscal year.

Reserved for Endowments
This reserve recognizes restrictions on donated resources.
Reserved for Debt Requirements

When financing agreements or bond indentures require a reservation, the State records an amount as reserved for debt
requirements.
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Reserved for School Building Aid

If the State promises to pay a school district to build school buildings or to retire debt on such buildings, it records an
amount as reserved for school building aid. The State has recorded such amounts, which are not available for appropriation,
in its General Fund and its nonmajor governmental funds.

b. Designated, Reported in the General Fund

Of the total designated amount reported on the governmental funds balance sheet for the General Fund, the General
Assembly designated $111.821 million to be used in fiscal year 2007-2008 for specific capital projects.

The State also intends to use the remaining $567.959 million of fund balance in the General Fund to pay for selected
recurring and nonrecurring items in fiscal year 2007-2008.

c. Designated, Reported in Special Revenue Funds

The total designated amount reported on the governmental funds balance sheet for nonmajor special revenue funds is
designated for scholarships. The amount is for the Teacher Loan Program, reported within the nonmajor governmental funds.
This program makes loans to students. The State cancels 20.0% to 33.0% of the loan for each year that the borrower teaches
in a critical-need area. Borrowers who do not teach in such an area, however, must repay their loans.

d. Designated, Reported in the Capital Projects Fund

The total designated amount reported on the governmental funds balance sheet for the State’s Capital Projects Fund, a
nonmajor governmental fund, is designated for capital expenditures.

NOTE 15: INTERFUND BALANCES AND TRANSFERS

The following tables summarize interfund balances at June 30, 2007 (expressed in thousands):

Funds Due From Due To
General
Departmental General Operating...........c..ccocveveene. $ 36,461 $ 21,379
Local Government Infrastructure............c.ccceueenee. — 4,806
Department of Transportation Special Revenue.. — 12,879
Nonmajor governmental funds............ccoeeecvennene 41 10,093
Higher Education — 3,357
Unemployment Compensation..............cccceveeeneen. 3,685 —
Nonmajor enterprise funds..........cccceoerrieenieenne 819 —
INternal SErviCe.........cooovovvieniiienecee e — 5,260
FIAUCTANY ..o — 32,518
41,006 90,292
Departmental General Operating
GENETAL....eiviiiiiiiiie e 21,379 36,461
Department of Transportation Special Revenue.. 203 —
Nonmajor governmental funds............ccccocevvenene 1,092 2,048
Higher Bducation............cccocoeiiiiiiiiienecec e — 4,235
Education Assistance Authority — 146
Nonmajor enterprise funds...........ccccccvevennen. 76 127
Internal service 278 4,730
FIAUCIANY ..o — 14,856
23,028 62,603
Local Government Infrastructure
GENETAL...cviiiiiiiccie e 4,806 —
Department of Transportation Special Revenue.. 8,239 1,000
FIAUCTAIY ... — 36
13,045 1,036
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Funds Due From Due To
Department of Transportation Special Revenue Fund
(1= 01T - | SR 12,879 —
Departmental General Operating............occcvveeeeeennne — 203
Local Government Infrastructure...........cccevvveveeeeenens 1,000 8,239
Nonmajor governmental funds . — 3
Higher Education..............cccocovviiiininniiniie — 33
Unemployment Compensation...........cccceeeevcvveeeeenn. — 1
INternal ServiCe..........ccocvviiiiiiiiiic e — 225
FIAUCIANY....evviiiiiie e — 5,856
13,879 14,560
State Tobacco Settlement
INternal SErViCe.........coovviiiiiiie e — 1
Nonmajor Governmental Funds
General.........uuveveieviiiiiiiiiiiieiinnns 10,093 41
Departmental General Operating...........cccocvveeiveeenn. 2,048 1,092
Department of Transportation Special Revenue....... 3 —
Nonmajor governmental funds...............ccoeevenennnen. 1,365 1,365
Higher Education.............cccovviiiiiiiiiiiii e 50 41,466
Nonmajor enterprise funds.............ccoccvviiiiniicinns 14 —
Internal ServiCe.........ccocvviiiiiiiiiie e 28 755
Fiduciary — 998
13,601 45,717
Higher Education
GENEIAL..ciiiiiiiiiiie e 3,357 —
Departmental General Operating...........ccocoeveriveeenne 4,235 —
Department of Transportation Special Revenue....... 33 —
Nonmajor governmental funds..............ccocceeviiinns 41,466 50
Hospital Authority.................. 7,818 —
Nonmajor enterprise funds 1,853 9,559
INterNal SEIVICE......cccvivveiie e 4 1,068
FIdUCIANY....ceeee e — 7,454
58,766 18,131
Unemployment Compensation Benefits
GENEIAL .ciiii it — 3,685
Department of Transportation Special Revenue....... 1 -
1 3,685
Housing Authority
Internal SErviCe.........cooouviiiiiiiiiicc e, — 26
Medical University Hospital Authority
Higher Education.............ccccocviiiiiiniiniiiciicieen — 7,818
Nonmajor enterprise funds...........cccooivieeeeiiniiiinnenen. 1,583 —
1,583 7,818
Education Assistance Authority
Departmental General Operating...........cc.cceeevcuveenne 146 —
Nonmajor Enterprise Funds
GENETAL....iiiiiiiie e — 819
Departmental General Operating.... 127 76
Nonmajor governmental funds..............ccocoiiiniiiins — 14
Higher EQUCAtioN..........coccuviiiiiiiiiieeniee e 9,559 1,853
Hospital Authority..........ccceoeiiiiiiiiiii — 1,583
INternal SErViCe.........ocoovuiiiiiiiiiiic e — 235
FIdUCIANY . ... — 105
9,686 4,685
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Funds Due From Due To
Internal Service
GENETAL ...ttt 5,260 —
Departmental General Operating.............ccceeveenne 4,730 278
Department of Transportation Special Revenue.. 225 —
State Tobacco Settlement...........ccocovvvvvecveiennenn. 1 —
Nonmajor governmental funds...........cccoeeveenienne 755 28
Higher Bducation...........cccocoiiiiiiiiiiesiiccee e 1,068 4
Housing AUthOTItY ........ocoviiiiiiiiieee e 26 —
Nonmajor enterprise funds.. 235 —
INternal SErviCe.........cooovoviveniinienecee e 266 266
FIAUCIANY ..o 34,258 1,596
46,824 2,172
Fiduciary
GENETAL ...ttt 32,518 —
Departmental General Operating.............ccceveveenee 14,856 —
Local Government Infrastructure 36 —
Department of Transportation Special Revenue.. 5,856 —
Nonmajor governmental funds............c.ccocvveveene 998 —
Higher Bducation............cccoceiviiiiiiieniececee 7,454 —
Nonmajor enterprise funds..........ccccoeeerveneeneenne. 105 —
INternal ServiCe........coovuveeieiiieiieecceee e 1,596 34,258
FIAUCIAY ..o 675 675
64,094 34,933
TOLAIS e $ 285,659 $ 285,659

Amounts due from/to funds resulted from interfund goods and services provided or reimbursable expenditures/expenses
incurred on or before June 30 for which payment was received/made after June 30.

Receivables
Interfund Interfund Long-term
Funds Receivables Payables Portion
General
Departmental General Operating..............cccoveveene. $ 5470 $ — $ —
Nonmajor governmental funds............c.ccocevenneene 350 — —
Higher Education 488 — 359
INternal ServiCe........cccuvvueeieiiiieee e, 2,896 — 974
9,204 — 1,333
Departmental General Operating
GENETAL ...t — 5,470 —
Nonmajor governmental funds...........cccooeeeennenne 180 389 —
Higher Bducation............cccocceviieiiiiieniec e 400 — —
Nonmajor enterprise funds..........ccccceoveveiinnnenn 125 — —
INternal ServiCe........coovvvveciiiieiee e — 3,000 —
705 8,859 —
Local Government Infrastructure
Department of Transportation Special Revenue.. 303,241 — 277,641
Department of Transportation Special Revenue Fund
Local Government Infrastructure............ccc.cceue. — 303,241 —
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Receivables
Interfund Interfund Long-term
Funds Receivables Payables Portion
Nonmajor Governmental Funds
GENETAL..cueiiiiiieieeee e — 350 —
Departmental General Operating 389 180 317
Nonmajor governmental funds...... 68 68 50
Higher EdUCation...........ccccoiueiieiinnie e 2,620 — 2,196
INternal SErVICE.........coovcvvieeieciee e 865 19,795 649
3,942 20,393 3,212
Higher Education
GENETAL...ciiiiiieieieeeec e — 488 —
Departmental General Operating...........cccceeveeenee — 400 —
Nonmajor governmental funds.............ccccocveeeeen. — 2,620 —
Nonmajor enterprise funds..........cccccevveerieeniinenne — 37,641 —
— 41,149 —
Nonmajor Enterprise Funds
Departmental General Operating...........cccceeeeeenee — 125 —
Higher Education 37,641 — —
INternal SErviCe........ccoveeeeiieiiceece e — 10,289 —
37,641 10,414 —
Internal Service
GENETAL.uuiiii it — 2,896 —
Departmental General Operating.............ccceevene. 3,000 — 3,000
Nonmajor governmental funds............ccccooeuvennnen. 19,795 865 18,410
Nonmajor enterprise funds...........cccceeeeeiieeenneene 10,289 — 10,289
INternal SErviCe........ccoovvevviincinierecee e 206 206 106
33,290 3,967 31,805
TOAIS oo $ 388,023 $ 388,023 $ 313,991

The preceding interfund receivables and payables generally include loans for building improvements, economic
development initiatives, and initial funding for new programs. Additional balances include the following:

$303.241 million owed by the Department of Transportation Special Revenue Fund, a major governmental fund, to
the Local Government Infrastructure Fund, a major governmental fund. The Department of Transportation has
entered into various agreements to provide assistance for highway and transportation facilities projects being
constructed by the Local Government Infrastructure Fund.

$19.795 million owed by the nonmajor governmental funds to the internal service funds. The nonmajor
governmental funds borrowed the money to purchase and renovate new headquarters facilities for the State
Department of Public Safety.

$10.289 million owed by the nonmajor enterprise funds to the internal service funds. The nonmajor enterprise funds
lent the money received to a county for infrastructure within a residential development.

$37.641 million owed by the Medical University of South Carolina reported within the Higher Education Fund, a
major enterprise fund, to the nonmajor enterprise funds, in relation to internal leasing arrangements.

The following table summarizes interfund transfers during the fiscal year ended June 30, 2007 (expressed in thousands):
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Funds Transfers In Transfers Out
General Fund
Departmental General Operating..........ccccceveeevvvenen. $ 25,420 $ 118,047
Local Government Infrastructure..............oceeeeeeeennn. — 1,064
Department of Transportation Special Revenue....... 1,647 9,941
State Tobacco Settlement.............cccccveviviiiennenn. — 180
Nonmajor governmental funds............ccccccoeiiiininnen. 318 142,041
Higher Education............ccoccoiiiiiiiiiiicicceee — 847,624
Unemployment Compensation Benefits................... 1,850 2,400
Housing AUtNONItY..........uviiieiiiiiieee e — 1,618
Nonmajor enterprise funds..........ccccceeviiiiiieeeeeeinnns — 2,958
INternal SErVICE.........cccuuveeee i — 73,463
FIAUCIAIY...ceeieieieiee e — 2,234
29,235 1,201,570
Departmental General Operating
GENETAL ..o 118,047 25,420
Local Government Infrastructure...........c.cocoveenineenne 19 —
Department of Transportation Special Revenue....... 69 —
State Tobacco Settlement............cccceeviiiiiiiiieennnns 75 37
Nonmajor governmental funds............ccccuvvveeeeeiinnns 24,655 23,122
Higher Education...........c.......... 18,865 86
Housing Authority 250 —
Nonmajor enterprise funds...........ccccooveeeriieeinineenns 452 —
INternal SEIVICE. .......uuviiiiiiiiiiee e 5,751 2,298
168,183 50,963
Local Government Infrastructure
GENETAL ... 1,064 —
Departmental General Operating.............ccccevevveennnee. — 19
Department of Transportation Special Revenue....... — 1,000
1,064 1,019
Department of Transportation Special Revenue Fund
(1= 1=T | 9,941 1,647
Departmental General Operating.............ccccoecvveenen. — 69
Local Government Infrastructure.............cccceeeeeeennnee 1,000 —
10,941 1,716
State Tobacco Settlement
GENEIAL ...ttt 180 —
Departmental General Operating 37 75
Higher Education..............cccooviiiiiniiniiciis 182 240
399 315
Nonmajor Governmental Funds
GENETAL ...eiiiiiiieiee e 142,041 318
Departmental General Operating............cccccevveeennnee. 23,122 24,655
Nonmajor governmental funds..........c.ccceeviieeinineenne 2,771 2,771
Higher EAUCAtioN...........ccooiiiiiiieiiiiiieiee e 6,738 124,556
Housing AUthOrity.........ccooiiiiiiiiiii e — 391
Nonmajor enterprise funds...........ccccooveeiiiieeinieeenns — 2
INternal SEIVICE.......ccvvvvviiiiiiiiiiiieieeeeeeeeeeeeeeee e 261 1,730
174,933 154,423
Higher Education
GENEIAL ...eiiiiiiieiie e 847,624 —
Departmental General Operating.... 86 18,865
State Tobacco Settlement..........ccccevviiiiiiieiinieeens 240 182
Nonmajor governmental funds............c.ccccoeveviinennen. 124,556 6,738
Medical University Hospital Authority........................ 1,523 —
Nonmajor enterprise funds...........ccccocvevercienennnnn. 30,656 —
1,004,685 25,785
Unemployment Compensation Benefits
[C1=1 31T - | SRR 2,400 1,850
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Funds Transfers In Transfers Out
Housing Authority
GENETAL ...eviiiie et 1,618 —
Departmental General Operating.............ccceevcveeennnne. — 250
Nonmajor governmental funds..............c.ccoeevrinienee. 391 —
2,009 250
Medical University Hospital Authority
Higher Education.............cccccoiiiiiiiiiiiiiec, — 1,523
Nonmajor enterprise funds............cccocceeviiiiiniinnnn, — 688
— 2,211
Nonmajor Enterprise Funds
GENETAL i 2,958 —
Departmental General Operating.............cccoevcveeennee. — 452
Nonmajor governmental funds............ccccoeveveeennneenne 2 —
Higher EduCation...........cccoooveviiiiiiiieie e — 30,656
Medical University Hospital Authority........................ 688 —
3,648 31,108
Internal Service
GENETAL ...eviiiii i 73,463 —
Departmental General Operating............cccccovcueeennee. 2,298 5,751
Nonmajor governmental funds...............ccccooeinennn. 1,730 261
INternal SEerviCe.........oocueiiiei i 16,790 16,790
94,281 22,802
Fiduciary
GENETAL.....iiiirieie e 2,234 —
FiduCiary.......oooviiiiiiiiin i 1,745 1,745
3,979 1,745
TOtAlS. ..o $ 1,495,757 $ 1,495,757

The State routinely uses transfers to (1) move revenues from the fund that statute or budget requires to collect them to
the fund that statute or budget requires to expend them, (2) move State grant monies from grantor funds to grantee funds, and
(3) transfer bond proceeds from the original fund to other funds authorized to receive portions of the proceeds. Significant
nonroutine transfers (i.e., $5.000 million or more) that occurred during the fiscal year ended June 30, 2007, included transfers
of fiscal year 2005-2006 unobligated General Fund revenue mandated by Proviso 73.14 of the 2006-2007 Appropriations
Act. The most significant of these transfers included $64.635 million to the Waste Management Fund (a non-major
governmental fund), $50.838 million to the Insurance Reserve Fund (an internal service fund), $13.355 million to the State
Accident Fund (an internal service fund), and $9.408 million to the Public Telecommunications Fund (a non-major
governmental fund).

NOTE 16: PROPRIETARY FUND REVENUES-ALLOWANCES AND DISCOUNTS

In the financial statements, the State presents its revenues net of allowances for uncollectible accounts receivable and
contractual adjustments. Note 5 reports these allowances.

Scholarship allowances in the Higher Education Fund represent the sum of differences between stated charges for goods
and services provided to students and amounts billed to students and/or third parties making payments on behalf of students.
For the fiscal year ended June 30, 2007, scholarship allowances reduced the revenues of the Higher Education Fund by the
following amounts (expressed in thousands):

Scholarship

Allowances

Charges for SEMICES........ccuuuieiiiiiiieiiiieeceeeeis $ 305,239
Operating revenues pledged for revenue bonds......... 20,817
Other operating reVeNUES............cccuuueeeiinieeeiiieeenn. 18,608
Total ... $ 344,664

For the fiscal year ended June 30, 2007, the State’s enterprise funds presented $950.622 million included in net charges
for services after provisions for contractual and other adjustments in the amount of $1.050 billion and uncollectible accounts
in the amount of $119.375 million.

130




State of South Carolina

NOTE 17: DONOR-RESTRICTED ENDOWMENTS AND PLEDGES

a. Donor-Restricted Endowments

The State’s permanent funds (nonmajor governmental funds) and the Higher Education Fund, a major enterprise fund,
maintain donor-restricted endowments. Net appreciation consists of realized and unrealized increases in the fair value of an
endowment’s assets over the historic dollar value of the assets.

At June 30, 2007, $18.337 million of the amount reported as restricted net assets, expendable for education, represented
net appreciation on investments of donor-restricted endowments available for authorization for expenditure by governing
boards of the higher education institutions. In addition, $83 thousand of the amount reported as restricted net assets,
expendable for other, represented net appreciation on investments of donor-restricted endowments of permanent funds.

The South Carolina Uniform Management of Institutional Funds Act (Title 34, Chapter 6, of the South Carolina Code of
Laws, which is referred to below as "the Act") permits an agency’s/institution’s governing board to authorize for expenditure
all of an endowment’s net appreciation, unless the applicable gift instrument indicates the donor’s intention that net
appreciation not be expended. The Act requires, however, that the authorized expenditure be limited to the uses and purposes
for which the endowment was established and that the institution’s governing board exercise ordinary business care and
prudence in authorizing the expenditure of net appreciation.

Specific policies for authorizing and spending endowment investment income vary among the agencies and institutions
that hold endowments. Generally, the governing boards establish these policies. Among those agencies/institutions that
recorded investment income in donor-restricted endowments during the fiscal year ended June 30, 2007, the predominant
policy was to authorize the spending of 4.00% to 5.00% of the fair value of total endowment assets annually.

b. Pledges

The State’s Higher Education Fund, a major enterprise fund, and related blended component units reported as nonmajor
enterprise funds, recognize receivables and revenues for pledges or promises of cash or other assets from nongovernmental
entities when all eligibility requirements are met, provided that the promise is verifiable and the resources are measurable and
probable of collection. The financial statements report these amounts as accounts receivable. However, various benefactors
have established split interest agreements with The Citadel Trust, Inc., a nonmajor enterprise fund. Among these agreements
are a charitable remainder uni-trust and a charitable remainder trust. The Citadel, a higher education institution reported in
the Higher Education Fund, will receive a specified portion of the assets remaining under these agreements at the
benefactors’ deaths. The parties who manage the assets associated with these agreements are not included within the State of
South Carolina’s financial reporting entity. The State’s financial statements do not report these trust assets because the
ultimate amounts that the State will receive were not deemed to be measurable at June 30, 2007, and the eligibility
requirements for the gifts have not been met.

NOTE 18: SEGMENT INFORMATION

The Housing Authority provides low-cost housing to the State’s citizens by issuing bonds/notes and by administering
federal contracts and grants. The State issues various separate revenue bonds to finance activities within the Single Family
Finance program of its Housing Authority Fund, a major enterprise fund. Covenants of the following revenue bonds within
the Single Family Finance program require separate accounting and financial reporting: (a) Single Family, and (b) Mortgage
Revenue. Investors in these bonds rely solely on the revenue generated by the individual activities for repayment.
Accordingly, condensed financial statements (expressed in thousands) for these segments for the fiscal year ended
June 30, 2007, are presented below:
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CONDENSED STATEMENT OF NET ASSETS

Single Mortgage
Family Revenue
Assets
Current restricted assets............... $ 12,613 $ 88,091
Other current assets..........ccceeeeene — 952
Noncurrent restricted assets......... 202,962 593,097
Other assets.......cccovvvevieeiiecneeen 780 4,988
Total @ssets......cccceeveeeiiceiien, 216,355 687,128
Liabilities
Current liabilities payable from
restricted asSetS......ccoeeeeeveeeeennn, 2,658 37,957
Other current liabilities.................... 39 177
Noncurrent liabilitieS........cccceeeeeennn... 102,703 573,960
Total liabilities 105,400 612,094
Net assets
Restricted and expendable for:
Debt Service.......cccccvvevvveeevvvnnnnnn. 2,658 33,637
Bond reserves 3,209 8,331
Special programs 105,088 33,066
Total net assetS....ccccoccerceeiceennnnnn $ 110,955 $ 75,034
CONDENSED STATEMENT OF REVENUES,
EXPENSES, AND CHANGES IN NET ASSETS
Single Mortgage
Family Revenue
Operating revenues:
Pledged revenues:
Interest on loans.........ccccoeevvvveeeeennnnns $ 6,556 $ 30,829
Income on deposit 2,055 9,362
Other revenues:
Administrative fees and other.... 39 234
Total operating revenues.................. 8,650 40,425
Operating expenses:
Bond issuance cost amortization......... 65 687
Other operating expenses................... 5,622 32,706
Total operating expenses................. 5,687 33,393
Operating iNCOMe.........cccccuveeriinieene 2,963 7,032
Transfers:
Transfers iN......ccccccvvvcciiee e 430 —
Transfers Out...........ocooveveceicecce, (2,881) (4,834)
Increase in net assets..........c.cceeueee. 512 2,198
Beginning net assets (restated).............. 110,443 72,836
Ending net assets.........ccccoeeeeeiiieeennn. $ 110,955 $ 75,034
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CONDENSED STATEMENT OF CASH FLOWS

Single Mortgage
Family Revenue
Net cash provided (used) by:
Operating activities..............cccooeeieiiiinin, $ 3540 $ (93,780)
Noncapital financing activities..................... (11,107) (11,081)
Investing activitieS..........cccvveeeeiiiiiiiiieeeeee 2,100 9,761
Net decrease..........cccoevvuviiniiriiciniienns (5,467) (95,100)
Beginning cash and cash
equivalents (restated)...........cccevrrveeeriineenne 50,322 243,329
Ending cash and cash equivalents............ $ 44,855 $ 148,229

Because the above separately identifiable activities provide essentially similar services to the Authority’s customers, they
are not considered to be different activities for financial reporting purposes. Accordingly, all of the Housing Authority’s
activities are reported as a single fund and as a single business-type activity in the accompanying financial statements.

NOTE 19: JOINT VENTURE AND JOINT OPERATION

a. Joint Venture

In May 1997, the Public Service Authority (the Authority), a major discretely presented component unit, along with two
unrelated publicly owned electric utilities formed a wholesale power marketing joint venture called The Energy Authority
(TEA). Subsequently, three additional unrelated entities joined TEA. The Authority engages in gas hedging activities
through TEA to reduce the cost of fuel inventories. The Authority now has a 21% ownership interest, which it records as an
equity investment. TEA provides services to its member organizations, as well as to certain non-member organizations, and
allocates transaction savings and operating expenses to its member organizations pursuant to a settlement agreement.

During its fiscal year ended December 31, 2006, the Authority received distributions of $27.420 million from TEA and
recognized $31.021 million in reductions to power costs and increases in electric revenues.

The Authority has provided certain guarantees and has pledged certain collateral to support TEA’s transactions. The
Authority’s Board of Directors has approved the use of up to $96.000 million to support TEA’s activities.

At December 31, 2006, the Authority had a payable to TEA of $9.700 million for power and gas purchases. In addition,
the Authority had a receivable due from TEA of approximately $4.200 million for power sales and sales of excess gas
capacity.

Interested parties may obtain a copy of TEA’s financial statements by writing to:

The Energy Authority
301 West Bay Street, Suite 2600
Jacksonville, Florida 32202

b. Joint Operation

The Summer Nuclear Station is a joint operation owned by the Public Service Authority (the Authority), a major
discretely presented component unit and regulated electric utility, and the South Carolina Electric and Gas
Company (SCE&G), a non-governmental electric utility. The Authority owns an undivided one-third interest in the Station
while SCE&G owns an undivided two-thirds interest. SCE&G is solely responsible for the Station’s design, construction,
management, budgeting, operation, maintenance, and decommissioning; and the Authority is obligated to pay its ownership
share of all costs relating thereto. The Authority receives one-third of the net electricity generated.

In accordance with regulatory accounting practices, the Authority reported capital assets of $497.500 million,
accumulated depreciation of $272.000 million, and expenses of $53.400 million, which represent its interest in this joint
operation. The Summer Nuclear Station is not a separate legal entity and does not prepare separate financial statements.

The Nuclear Regulatory Commission (NRC) requires a licensee of a nuclear reactor to provide minimum financial
assurance of its ability to decommission its nuclear facilities. A site-specific decommissioning study completed in 2006
estimated the Authority’s share of decommissioning costs for the Summer Nuclear Station as $178.900 million in
2006 dollars. The Authority accrues its share of the estimated decommissioning costs over the remaining life of the facility.
These costs are being recovered through the Authority’s rates.

To comply with the NRC regulations, the Authority established an external trust fund and has been making deposits into
this fund since September 1990. In addition, the Authority established an internal decommissioning account. The Authority
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makes deposits into this fund in the amount necessary to fund the difference between the 2006 site-specific study and the
NRC’s imposed minimum requirement. Based on current decommissioning cost estimates developed by SCE&G, these
funds, which totaled $128.600 million (adjusted to market) at December 31, 2006, along with future deposits into both the
external and internal decommissioning accounts and investment earnings, are expected to provide sufficient funds for the
Authority’s share of the estimated decommissioning costs.

NOTE 20: RELATED PARTY TRANSACTIONS

These financial statements exclude certain related foundations and other organizations, including those discussed below.
(See also Note 1a, Scope of Reporting Entity.)

During the fiscal year ended June 30, 2007, the Educational Television Endowment of South Carolina, Inc., disbursed
$5.509 million on behalf of the Departmental General Operating Fund, a major governmental fund, for programs,
development, advertising, and other costs.

The following organizations are related to the Higher Education Fund, a major enterprise fund: the University of South
Carolina Development Foundation; the University of South Carolina Business Partnership Foundation; the University of
South Carolina Research Foundation; the Greater University of South Carolina Alumni Association; the Carolina Piedmont
Foundation, Inc.; the Lancaster County Educational Foundation, Inc.; the Clemson University Research Foundation; the
Clemson University Continuing Education and Conference Complex Corporation; the Clemson Advancement Foundation for
Design and Building; the MUSC Foundation of the Medical University of South Carolina; the Medical University of South
Carolina Foundation for Research Development; the Coastal Educational Foundation, Inc.; the Coastal Carolina University
Student Housing Foundation; the Horry County Higher Education Commission; the College of Charleston Foundation; the
Winthrop University Foundation; the Winthrop University Real Estate Foundation; the Francis Marion University
Foundation; the Francis Marion University Student Housing LLC; The Citadel Foundation; The Citadel Alumni Association;
The Citadel’s Brigadier Foundation; South Carolina State Educational Foundation; the Lander Foundation; Aiken Technical
College Foundation, Inc.; Florence-Darlington Technical College Foundation; Horry-Georgetown Technical College
Foundation; Greenville Tech Foundation, Inc.; Midlands Technical College Foundation; Orangeburg-Calhoun Technical
College Foundation; Piedmont Technical College Foundation; Spartanburg Technical College Foundation; Tri-County
Technical College Foundation; Trident Technical College Foundation; and York Technical College Foundation. During the
fiscal year ended June 30, 2007, the State entered into various transactions with these organizations. Approximate amounts
within the State’s Higher Education Fund that represent transactions with these related parties include: receivable from
foundations—$53.944 million; donations of cash and other assets from foundations—$125.472 million; expenditures paid to
foundations—$3.052 million; and reimbursements to the State for expenses/expenditures the State incurred on behalf of
foundations—$5.022 million.

The Education Assistance Authority Fund, a major enterprise fund, has designated the South Carolina Student Loan
Corporation (SLC) as the entity to administer the enterprise fund’s student loan program. During the fiscal year ended
June 30, 2007, the enterprise fund entered into various transactions with SLC. Approximate amounts within the enterprise
fund that represent these transactions include: accounts receivable from SLC-$11.057 million; notes receivable from SLC-
$813.683 million; program revenue from SLC-$37.182 million; reimbursements to SLC for administrative costs—
$5.280 million; and payable to SLC-$37.249 million.

NOTE 21: MAJOR DISCRETELY PRESENTED COMPONENT UNITS

a. Significant Transactions of Major Component Units with the Primary Government

The Public Service Authority makes payments to the General Fund in lieu of taxes each year based on requirements
under bond indentures. These payments totaled $14.951 million during the Authority’s fiscal year ended December 31, 2006.

During the fiscal year ended June 30, 2002, the State Ports Authority resolved to contribute a total of $45.000 million
over twenty-six years to the Local Government Infrastructure Fund, a major governmental fund, for the Cooper River Bridge
project in Charleston. The Authority made a payment of $1.000 million during the fiscal year ended June 30, 2007.

The South Carolina Lottery for Education Act requires the Lottery Commission to transfer all proceeds from lottery
ticket sales and other revenues net of expenses to the Education Lottery Fund, a nonmajor governmental fund. The
Commission transferred $268.328 million during the fiscal year ended June 30, 2007; the Commission owed an additional
$21.848 million to the Fund at June 30, 2007.

b. Concentrations of Credit Risk

The Public Service Authority and State Ports Authority have chosen to present their statements in accordance with
applicable pronouncements of the Financial Accounting Standards Board (FASB) issued after November 30, 1989.
Accordingly, these component units present disclosures regarding concentrations of credit risk.
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Public Service Authority

Concentrations of credit risk with respect to the Public Service Authority’s receivables are limited due to its large
number of customers and their dispersion across different industries. The Authority maintains an allowance for uncollectible
accounts based on the expected collectibility of all accounts receivable. The Authority’s sales to its two major customers for
its fiscal year ended December 31, 2006, were as follows (expressed in thousands):

% of Total
Sales
Customer Revenue Revenue
Central Electric Power Cooperative, Inc........ $ 722,000 51.5%
Alumax of South Carolina, Inc..................... 147,000 10.5%

No other customer accounted for more than 10.0% of the Authority’s sales.
State Ports Authority

During the fiscal year ended June 30, 2007, one customer accounted for approximately 18% of the State Ports
Authority’s revenues. The Authority performs ongoing credit evaluations of its customers and generally operates under
international laws, which may provide for a maritime lien on vessels in the event of default on credit terms. The Authority
maintains reserves for potential credit losses.

c. Inequality of Due from Component Units and Due to Primary Government

Due from Component Units was $151.448 million and Due to Primary Government was $155.174 million, a difference
of $3.726 million. This situation occurred because the Connector 2000 Association, Inc. reports using a fiscal year ending
December 31. At December 31, 2006, the Connector 2000 Association, Inc. owed the Department of Transportation Special
Revenue Fund $3.726 million for maintenance costs, which is reported as Due to Primary Government.

NOTE 22: CONTINGENCIES AND COMMITMENTS

a. Litigation

Primary Government

Among the unresolved legal actions in which the State was involved at June 30, 2007, are several that challenge the
legality of certain taxes. The challenged revenues include the sales tax on diabetic supplies, allegedly exempt materials and
equipment and installment contracts that subsequently became bad debts and the use of certain income tax credits. In the
event of unfavorable outcomes for these cases, the State does not expect the ultimate liability to exceed $49.3 million.
Although State losses in these cases also could reduce future revenues, the preceding estimates do not include any impact on
future revenues.

The South Carolina Retirement Systems has been involved in two lawsuits, which the plaintiffs assert are class action
suits, involving new legislation requiring that all retirees working for a covered employer continue to pay employee
contributions to the Systems. In the first suit, the plaintiffs alleged that requiring such contributions constitutes a breach of
contract, an impairment of contractual rights, an unlawful taking of property and is precluded by promissory estoppel. The
plaintiffs filed a motion for the case to be heard by the State Supreme Court in its original jurisdiction and the Court accepted
jurisdiction. In August 2005, the Court certified a class of retirees affected by the new legislation and ordered the Systems to
maintain an escrow account for the employee contributions remitted by members of the class. In May 2006, the Supreme
Court ruled that the new legislation violated the contract rights of participants in the Teacher and Employee Retention
Incentive Program (TERI) who began their participation in the program prior to July 1, 2005. The Court decertified the class
but ordered that all contributions from these TERI participants should be refunded with interest, and that no future
contributions should be collected from these participants. The Systems have refunded approximately $38 million including
$900 thousand in interest during the fiscal years 2005-2006 and 2006-2007. The Supreme Court also remanded the question
whether the Systems are liable for the plaintiffs’ attorney fees. The plaintiffs requested $20 million in attorney’s fees and the
trial court awarded approximately $9 million in favor of the plaintiffs. The Systems and the plaintiffs have appealed. Oral
arguments were held before the Supreme Court in September 2007. The Court also remanded the claims of persons who
have retired but have returned to covered employment prior to July 1, 2005, for determination by the trial court, although the
Court found that the statute governing retirees who have returned to work did not create a contract between the State and
these members. If the retirees who have returned to covered employment were to prevail, the Systems estimate its potential
loss at approximately $20 million. Discovery regarding these issues is underway. The second suit is a putative class action
case filed in August 2005, alleging the new requirement that working retirees make employee retirement contributions is
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unconstitutional and illegal. If the plaintiffs were to prevail, the Systems estimate its potential loss to be approximately
$7 million in addition to the $20 million described above in the first case. The State believes its defense is meritorious and
will vigorously contest the case.

A lawsuit relating to the taxation of retirement benefits challenges the State’s law imposing income taxes upon benefits
paid to retired government employees by the South Carolina Retirement Systems. The State Circuit Court granted the State’s
motion to dismiss. The State Supreme Court also dismissed the case and required the plaintiff to pursue the claim
administratively. In April 2004, the Administrative Law Court denied the petitioner’s refund claim. The Circuit Court has
affirmed the Administrative Law Court decision. The matter is now on appeal at the South Carolina Court of Appeals. In the
event of an unfavorable outcome, the State’s liability for retroactive relief could exceed $750 million. The estimated
unfavorable impact on future year revenues could be approximately $60 million to $70 million per year.

The State is involved in other legal proceedings pertaining to matters incidental to the performance of routine
governmental operations. Such litigation includes cases involving claims asserted against the State arising from alleged torts,
breach of contract, and possible violations of State laws. In the event of unfavorable outcomes in all of the above matters, the
State’s estimated liability would be approximately $25 million.

While the State is uncertain as to the ultimate outcome of any of the above-described lawsuits, it believes its positions
are meritorious and it is vigorously defending its position in each case.

The State is involved in a number of cases in which the amounts of potential losses, if any, are not presently
determinable. These cases include one contending that the funding of public education in South Carolina is inequitable and
inadequate. The State moved to dismiss the case, and the Circuit Court granted that motion. The plaintiffs appealed, and the
State Supreme Court affirmed part of the Circuit Court’s order but remanded the case to the Circuit Court for further
proceedings as to the issue of alleged inadequate educational opportunity. The Court denied the plaintiffs’ request to add a
damage claim. The Court issued an order during December 2005 in which the Court found in favor of the State on most
issues, but ruled that the State is failing to fund early childhood intervention programs adequately. Motions to alter or amend
the Circuit Judge’s Order were filed in July 2007, but the Court denied the motions. The plaintiffs, the House and the Senate
have appealed to the Supreme Court and a briefing is to be completed in April 2008. In a second unrelated case, the plaintiffs
allege that a State board’s actions interfered with their businesses. The State has filed a motion for summary judgment. In
the event the State loses this case, the loss amount may not be limited by the State Tort Claims Act and it may exceed the
allowable reimbursement from the State’s self-insurance fund. In a third unrelated case, the plaintiffs contend that a lack of
funding has resulted in the unconstitutional treatment of prison inmates with mental illnesses. In the fourth unrelated case,
the plaintiffs contend that a beachfront home and lot on Sullivan's Island and a condominium building on the Isle of Palms
are threatened by erosion and need large sandbags to protect them temporarily until re-nourishment. The suits also challenge
the constitutionality of the Beachfront Management Act and request damages.

Due to the uncertainty involving the ultimate outcome of the several previously discussed unresolved lawsuits, no
provision for potential liability has been made for them in the accompanying financial statements.

Generally, liabilities recorded by the State’s Insurance Reserve Fund (see Note 10a), an internal service fund, are
sufficient to cover claims arising from alleged torts, up to the liability limits established by the South Carolina Tort Claims
Act. Currently, except as described above, no tort claims are pending that are expected to result in any significant liability in
excess of the provision for policy claims recorded by the Insurance Reserve Fund.

Major Discretely Presented Component Unit—Public Service Authority

The Public Service Authority, a major discretely presented component unit and electric utility company, is a party to or
has an indirect interest in several lawsuits in which the amounts of potential losses, if any, are not presently determinable.
The following paragraph discusses the most significant of these cases.

Landowners located along the Santee River contend that the Authority is liable for damage to their real estate because of
flooding that has occurred since the U. S. Army Corps of Engineers completed its Cooper River Rediversion Project in 1985.
A 1997 trial returned a jury verdict against the Authority on certain causes of action. The Authority appealed the decision
and the case was remanded to District Court. In 2006, the Corps and the Authority moved to intervene and transfer the
District Court action to the Court of Federal Claims. The District Court has denied the motion and the issue is on appeal to
the US Court of Appeals. No estimate of potential loss to the Authority can be made at this time. The contract between the
Corps and the Authority requires that the Corps indemnify the Authority for certain claims arising out of the construction and
operation of the project.

b. Tobacco Settlement Revenue Management Authority

The Tobacco Settlement Revenue Management Authority (the Authority), a blended component unit and nonmajor
governmental fund established in 2001, is a public body and an instrumentality of the State. State law transferred to the
Authority all of the State’s rights and interests under the Master Settlement Agreement (the MSA) and the Consent Decree
and Final Judgment between all participating states and the participating tobacco manufacturers. These rights include the
State of South Carolina’s share of all tobacco settlement revenues (TSRs) actually received after June 30, 2001, or to be
received in the future under the MSA.
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The Authority issued asset-backed term bonds in 2001. The payment of such bonds is dependent on the receipt of TSRs.
The amount of TSRs actually collected is dependent on many factors, including cigarette consumption and the continued
financial capability of the original participating manufacturers. Such bonds are secured by, and payable solely from, TSRs
and investment earnings pledged under the bond indenture and amounts established and held in accordance with the bond
indenture. The term bonds are payable only from the Authority’s assets. If the Authority has no assets, it will not pay any
principal or interest on the bonds. The TSRs represent the Authority’s only source of funds for payments on the bonds; the
Authority has no taxing power.

Various parties have instituted litigation alleging, among other things, that the MSA violates certain provisions of federal
and State laws. Certain of these actions, if ultimately successful, could result in a determination that the MSA is void or
unenforceable. In the event of an adverse court ruling, the Authority may not have adequate financial resources to make
payment on the bonds.

c. Federal Grants

The State receives significant federal grant and entitlement revenues. Compliance audits of federal programs may
identify disallowed expenditures. Disallowances by federal program officials as a result of these audits may become
liabilities of the State. The State records a liability for pending disallowances if settlement is probable and the settlement
amount is reasonably estimable. Otherwise, the liability is recorded only when the State and the federal government agree on
reimbursement terms. Based on an analysis of historical data, the State believes that any such disallowances relating to the
fiscal year ended June 30, 2007, or earlier years will not have a material impact on the State’s financial statements.

d. Other Loan Guarantees

The South Carolina Education Assistance Authority, a major enterprise fund, guarantees student loans. At
June 30, 2007, these loans totaled $2.514 billion. The United States Department of Education reinsures 100% of losses under
these guarantees for loans made prior to October 1, 1993; 98% of losses for loans made on or after October 1, 1993, but
before October 1, 1998; and 95% for loans made on or after October 1, 1998. If the loan default rate exceeds 5% of the loans
in repayment status, the United States Department of Education decreases the reinsurance rate. The State’s default rate
during the fiscal year ended June 30, 2007, was less than 1%.

The nonmajor enterprise funds guarantee a portion of a mortgage debt up to a maximum of $1.531 million.

e. Purchase Commitments
Major Discretely Presented Component Unit—Public Service Authority

At December 31, 2006, the Public Service Authority, a major discretely presented component unit and electric utility
company, had outstanding minimum obligations under existing purchase contracts totaling $1.129 billion for coal. In
addition, minimum obligations under purchased power contracts were approximately $72.975 million at December 31, 2006,
with a remaining term of twenty-eight years. Also, the Authority has commitments for nuclear fuel enrichment and
fabrication contracts that are contingent upon the operating life of its nuclear unit. As of December 31, 2006, these
commitments totaled approximately $64.400 million over the next eight years.

The Authority has entered into a service agreement in the approximate amount of $30.000 million. The agreement
provides a service director, initial spare parts, parts and services for specified maintenance outages, remote monitoring and
diagnostics of the turbine generators, and combustion tuning for the gas turbines. In exchange for reduced pricing and added
features, the contract term was extended to 2025, but can be terminated on two of the units in 2008, and on the third unit in
2013.

Major Discretely Presented Component Unit—Lottery Commission

At June 30, 2007, the Lottery Commission had a remaining commitment of $7.425 million under a service contract with
a term that extends through November 2008. The contract provides, among other things, services and equipment to operate
the on-line lottery.

f. Commitments to Provide Grants and Other Financial Assistance

The South Carolina Transportation Infrastructure Bank, reported within the Local Government Infrastructure Fund (a
major governmental fund), has agreements with various counties to provide financial assistance totaling $1.734 billion for
certain highway and transportation facilities projects. At June 30, 2007, the remaining commitments for these agreements
totaled $670.619 million.

At June 30, 2007, the Department of Commerce had outstanding commitments of $105.854 million to provide funds to
local governmental entities from various State governmental funds. These commitments included grants for water and
wastewater infrastructure projects, airport construction projects, and rural infrastructure projects.

At June 30, 2007, the Budget and Control Board had outstanding commitments of $65.493 million to provide loans and
grants for water and wastewater projects and energy efficiency improvement projects.
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The State Housing Finance and Development Authority had $5.395 million in outstanding commitments for special
initiatives under the Program Fund at June 30, 2007. The Housing Trust Fund, reported within the nonmajor governmental
funds, had financial award commitments outstanding of $20.221 million at June 30, 2007, for affordable housing projects and
developments.

g. Major Discretely Presented Component Unit—Connector 2000 Association, Inc.

During its fiscal year ended December 31, 2001, the Connector 2000 Association, Inc., a major discretely presented
component unit, opened the Southern Connector toll road to public traffic and began toll collections. Since commencing
operations, the Southern Connector has experienced significantly lower traffic counts than those projected during the
planning phase of the project. Because the Association pledged these toll collections for debt service payments on its toll
road revenue bonds, the Association’s debt service capability also is affected. The Association used a portion of its debt
service reserve fund to help fund interest payments during its fiscal year ended December 31, 2006. Debt service on the
bonds will increase sharply beginning in January 2008 as principal begins to mature. Unless revenues increase sharply in the
future, management of the Association estimates that within five years the reserve funds will be depleted and the Association
will be unable to pay the principal and interest on the bonds in full. Management is investigating the possibility of
restructuring its long term debt.
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REQUIRED SUPPLEMENTARY INFORMATION
Budgetary Comparison Schedule (Non-GAAP Budgetary Basis)

BUDGETARY GENERAL FUND

For the Fiscal Year Ended June 30, 2007

(Expressed in Thousands)

Revenues:
Regular sources

Retail Sales taX........cooicueieieiiiiieee e
Income tax, individual............occceeviiiiniieninenn,
Income tax, Corporation...........ccceevveeseeresienennn

Total income and sales taX.........ccceevvveenrunenn.
AdMISSIONS TAX....eeiieiiiiiiiee e
AIFCraft taX......oocvvevieeiciiiee e
Alcoholic iqUOr taX........oouveeeiiiiiiieieeeiiieeeeee
BanK taX.....oooeiiiiiiii e
Beer and Wine taX........occveeeeiiiiieiiei e
Business license taX......cccooccvvveeeeeiiciiienee e,
Coin-operated deviCe taX.........cccuveeeerriuiieeeenn.
Corporation liCenSse taX........ccccovveeerivveerineennnne
Departmental revenue (primarily fees

fOr SEIVICES)....uvviiiiiiiiec e
Documentary tax.........cccccvvvrmiiiiiiiiiiiieieceeeeeeenn
Earned on investments...........ccccccveeeiiiiiieeenens
Electric pOWer taX........cuveeeeiiiiiiieie e
EState taX.....uuveeeeieiiiiiiiiieie e
INSUIaNCE taX......ccciiiiiiiiiiiiieee e
Motor transport fees.........occvvvieeiniiie i

Motor vehicle licenses

Petroleum inspection tax

Private car liNes taX........cccceveviiveevniieniieee e,
Public Service AUthOrity..........ccoccviiiieeeiiiieenns
Retailers' license tax......cccoccceevveeeiiieeinieeennen.
Savings and loan association taxX.....................
Workers' compensation insurance tax.............

Total regular SOUICES..........oocvvvevieeeriieeeineeen

Miscellaneous sources

Circuit and family court fines.............cocceeveene
Debt service reimbursement.............ccccevveeennee
Indirect COSt reCOVEres..........ceveeeiiiieeeeeieiieeen.
Mental health fees.........ccooveviiiiiiici e,
Parole and probation supervision fees.............
Unclaimed property fund transfer....................
NONrecurring revVeNUE............ocveeereeeeeeneeeeneeenns

Total miscellaneous sources............ccccveene

Total reVENUES..........ccoeeeieieeiiieccccciirieaans
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Variance
Actual from Final
Amounts Budget—
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
2,495,765 2,572,016 2,631,222 $ 59,206
2,599,913 2,931,469 2,881,931 (49,538)
222,769 296,556 261,524 (35,032)
5,318,447 5,800,041 5,774,677 (25,364)
26,415 25,095 27,765 2,670
5,368 4,699 5,904 1,205
58,014 53,485 56,066 2,581
30,278 30,443 25,570 (4,873)
98,966 100,263 99,569 (694)
29,491 32,652 31,672 (980)
1,900 2,090 1,147 (943)
80,424 75,279 65,161 (10,118)
44,406 46,025 44,086 (1,939)
58,213 67,717 56,199 (11,518)
56,600 116,500 128,756 12,256
13,253 11,615 14,145 2,530
— — 1,530 1,530
159,208 159,896 167,499 7,603
18 20 4 (16)
18,240 20,288 32,534 12,246
2,496 1,788 1,624 (164)
2,482 3,597 2,918 (679)
14,170 15,402 15,114 (288)
947 850 884 34
2,979 3,645 2,985 (660)
15,645 13,602 14,474 872
6,037,960 6,584,992 6,570,283 (14,709)
9,912 9,810 9,978 168
1,954 1,954 2,149 195
18,053 18,053 15,736 (2,317)
3,600 3,600 3,600 —
3,393 3,393 3,402 9
10,000 15,000 15,000 —
4,000 38,355 38,355 —
50,912 90,165 88,220 (1,945)
6,088,872 6,675,157 6,658,503 (16,654)
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REQUIRED SUPPLEMENTARY INFORMATION
Budgetary Comparison Schedule (Non-GAAP Budgetary Basis)

BUDGETARY GENERAL FUND (Continued)
For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Variance
Actual from Final
Amounts Budget—
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
Expenditures:
LegiSIatiVe........ccveeiiiiecee e $ 40,703 $ 41,406 $ 30,931 $ 10,475
JUICTIAL . 35,865 36,879 36,631 248
Executive and administrative..............ccccvvvvvnnnn... 262,265 183,399 159,743 23,656
Educational...........cccovoiiiiiieiiiiie 3,131,335 3,197,204 3,148,094 49,110
Health.......coooe e 1,478,947 1,454,101 1,367,493 86,608
Social rehabilitation services.............ccccceeeeeeennn. 123,319 142,688 141,839 849
Correctional and public safety..........cccccoeuveeeeenn. 517,529 530,090 518,263 11,827
Conservation, natural resources, and
development..........cooiiiiieiii e 185,095 188,385 166,666 21,719
REQUIALONY.....ccoiiiiiiiiie e 56,936 58,513 55,515 2,998
Transportation..........cooccuveeeeeiiniiiiiee e 9,781 9,781 1,139 8,642
DEDL SEIVICE......ccce e oo 242 592 242,592 226,838 15,754
MiSCEellaNEOUS.......cceeeeieiiiiiiiiceee e 264,576 265,242 264,159 1,083
Total expenditures......occceeeeeiiiieeee i 6,348,943 6,350,280 6,117,311 232,969
Excess of revenues over (under)
expenditures—budgetary basis...........cccoee..e. (260,071) 324,877 541,192 216,315
Other financing uses—
transfers OUL.......ooeveviieic e (276,442) (447,983) (447,983) —
Net increase (decrease) in fund balance—
budgetary basis........ccccceevviiiiiee e (536,513) (123,106) 93,209 216,315
Fund balance at beginning of year—
budgetary basis.......cccccccoviiiiiiiii 987,772 987,772 987,772 —
Fund balance at end of year—budgetary
DASIS.cueiviiveiecectere e $ 451,259 $ 864,666 $ 1,080,981 $ 216,315
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REQUIRED SUPPLEMENTARY INFORMATION
Budgetary Comparison Schedule (Non-GAAP Budgetary Basis)

OTHER BUDGETED FUNDS
For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Revenues:
Federal........cuvviiiiiiiiee e
Earmarked.......c.ccceeeeeii e
RESHNCIEA. ... eviiiie i

Total rEVENUES.........ooe it

Expenditures:
LegislatiVe.........eeeeieeei e
Judicial

Health........o
Social rehabilitation services............ccocveevieeeiinnennn
Correctional and public safety........c.cccoocveeeeeiiinnnen.
Conservation, natural resources, and
development. ...
ReQUIALONY.......ooiiiiiiiiie e
TransSPOrtation. ..........oocueeeeeiiiieeeee e eiieeee e

Total expenditures........ccoeeeeeiniiiieee e

Net increase (decrease) in fund balance—
budgetary basis........ccccciiiiiiiiii s

Fund balance at beginning of year—
budgetary basis........cccccoiiiiiiiiiii s

Fund balance at end of year—budgetary
DASIS .o

Variance

Actual from Final

Amounts Budget—

Budgeted Amounts (Budgetary Positive

Original Final Basis) (Negative)
$ 6,465,888 $ 6,871,267 $ 5,859,567 $ (1,011,700)
4,090,791 4,791,939 3,667,105 (1,124,834)
2,557,904 3,013,584 3,024,427 10,843
13,114,583 14,676,790 12,551,099 (2,125,691)
2,910 4,101 3,124 977
30,172 33,667 20,093 13,574
461,226 574,037 436,640 137,397
4,353,928 4,759,503 3,807,659 951,844
5,046,237 5,438,179 4,698,594 739,585
1,211,505 1,220,258 1,163,207 57,051
208,843 272,655 210,869 61,786
294,324 415,555 321,299 94,256
231,870 364,282 317,845 46,437
1,438,429 1,892,617 1,225,546 667,071
13,279,444 14,974,854 12,204,876 2,769,978
(164,861) (298,064) 346,223 644,287

1,728,095 1,728,095 1,728,095 —

$ 1,563,234 $ 1,430,031 $ 2,074,318 $ 644,287
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Notes to the Required Supplementary Information--Budgetary

NOTE 1: BUDGETARY FUNDS AND PERSPECTIVE DIFFERENCES
a. Budgetary Funds

South Carolina’s Annual Appropriation Act, the State’s legally adopted budget, does not present budgets by GAAP fund.
Instead, it presents program-level budgets for the following two funds:

General Funds. These funds are general operating funds. The resources in these funds are primarily taxes. The State
expends General Funds to provide traditional State government services. The General Funds column in the Appropriation
Act differs somewhat from the GAAP General Fund and is referred to within these notes and in the accompanying schedule
as the Budgetary General Fund.

Total Funds. The Total Funds column in the Appropriation Act includes all budgeted resources. Amounts in this
column include General Funds as well as most, but not all, federal and department-generated resources. Total funds include
portions of certain proprietary and capital project fund activities as well as most special revenue activities but exclude the
pension trust funds and some other fiduciary fund activities.

Amounts obtained by subtracting the General Funds column in the Appropriation Act from the Total Funds column in
the Appropriation Act are referred to within these notes and in the accompanying schedules as Other Budgeted Funds.

b. Perspective Differences

Perspective differences exist when the structure of financial information for budgetary purposes differs from the fund
structure that is defined by GAAP. Although there are some perspective differences between the Budgetary General Fund
and the GAAP General Fund, those differences are not significant enough to prevent the State from preparing a budgetary
comparison schedule for the Budgetary General Fund.

In contrast, however, there are significant perspective differences between the Other Budgeted Funds and the State’s
GAAP funds, including its major special revenue funds. These perspective differences are so significant that the State is
unable to present separate budgetary comparison schedules for its major special revenue funds. Accordingly, the State
instead has presented a budgetary comparison schedule for its Other Budgeted Funds in accordance with GASB
Statement No. 41, Budgetary Comparison Schedules—Perspective Differences.

NOTE 2: ORIGINAL AND FINAL BUDGETED AMOUNTS; BASIS OF PRESENTATION
a. Budgetary General Fund

Each year, the General Assembly enacts an Appropriation Act that includes initial estimated revenue and appropriation
figures for the Budgetary General Fund. The original appropriations presented in the accompanying schedule for the
Budgetary General Fund include the amounts displayed in the Appropriation Act as well as any appropriations authorized to
carry forward from the preceding fiscal year. Original estimated revenues in the accompanying schedule for the Budgetary
General Fund include amounts displayed in Section 71 (Revenue) of the Appropriation Act and nonrecurring transfers from
other funds that were legislatively required by various provisos within the Appropriation Act.

The accompanying schedule for the Budgetary General Fund presents a fund balance section whereas the budget
document does not present fund balances; in other respects, however, the format of the accompanying schedule is
substantively the same as for the legally enacted budget.

After the beginning of the fiscal year, departments and agencies may request transfers of appropriations among
programs. No such transfer request, however, may exceed 20.0% of the program budget. In addition, the Budget and
Control Board, composed of five key executive and legislative officials, has the authority to approve transfers of
appropriations between personal service and other operating accounts.

The Appropriation Act for the 2006-2007 fiscal year directs the Budget and Control Board to reduce the Budgetary
General Fund’s appropriations during the year if necessary to prevent a deficit. Likewise, the State Board of Economic
Advisors may approve revisions of estimated revenues for the Budgetary General Fund during the year.
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b. Other Budgeted Funds

The original appropriations presented in the accompanying schedule for Other Budgeted Funds include the amounts
displayed in the Appropriation Act as well as any appropriation reductions specifically authorized by law to prevent duplicate
appropriations. The terminology, classifications, and format of the appropriations section of the accompanying schedule for
Other Budgeted Funds is substantively the same as for the legally enacted budget.

The State’s General Assembly does not approve estimated revenue or fund balance amounts for Other Budgeted Funds
(or for Total Funds). However, Section 70 (Recapitulation) of the Appropriation Act includes net source of funds amounts
(i.e., estimated cash brought forward from the previous fiscal year plus estimated revenue for the current fiscal year minus
estimated cash to be carried forward to the following fiscal year) for three categories of Other Budgeted Funds: Federal,
Earmarked, and Restricted. The original estimated revenue amounts in the accompanying schedule for Other Budgeted
Funds were obtained from the State Budget Office’s breakdown of the source of funds amounts.

As operating conditions change, departments and agencies may request revisions of budgeted amounts in Other
Budgeted Funds. Such changes require the Budget and Control Board’s approval. Departments and agencies also may
request revisions of estimated revenues and appropriations for permanent improvement projects. The Budget and Control
Board and the Joint Bond Review Committee must approve and review those changes.

NOTE 3: LEGAL LEVEL OF BUDGETARY CONTROL

The State maintains budgetary control at the level of summary object category of expenditure within each program of
each department or agency. The State’s Appropriation Act for the 2006-2007 fiscal year has approximately 2,831
appropriated line items. These line items constitute the level of legal control over expenditures. The level of legal control for
all agencies is reported in a publication of the State Comptroller General’s Office titled "A Detailed Report of Appropriations
and Expenditures,” not included herein.

NOTE 4: BASIS OF BUDGETING

Current legislation states that the General Assembly intends to appropriate all monies to operate State government for the
current fiscal year. Unexpended appropriations lapse on July 31 unless the department or agency is given specific
authorization to carry them forward to the next fiscal year. Cash-basis accounting for payroll expenditures is required.

State law does not precisely define the State’s basis of budgeting. In practice, however, it is the cash basis with the
following exceptions:

(i) Departments and agencies charge certain vendor and interfund payments against the preceding fiscal year’s
appropriations through July 17.

(if) Certain revenues collected in advance are recorded as liabilities (deferred revenues) rather than as revenues.

(iii) The following taxes are recorded on the modified accrual basis in accordance with State law: admissions tax,
alcoholic liquors tax, beer and wine tax, business license tax, documentary tax, electric power tax, gasoline and motor
fuel taxes, and sales, use, and casual excise taxes.

(iv) Certain non-cash activity, such as food stamp benefits, is recorded as revenue and expenditure in the fiscal year in
which the resources are distributed to the beneficiaries.

(v) All other revenues are recorded only when the State receives the related cash.
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NOTES5: RECONCILIATION OF BUDGET TO GAAP REPORTING DIFFERENCES

The accompanying budgetary comparison schedules compare the State’s legally adopted budget with actual data in
accordance with the State’s basis of budgeting. Budgetary accounting principles, however, differ significantly from GAAP
accounting principles. These different accounting principles result in basis, perspective, and entity differences in the net
increase in fund balance—budgetary basis. Basis differences arise because the basis of budgeting differs from the GAAP
basis used to prepare the statement of revenues, expenditures, and changes in fund balances—governmental funds.
Perspective differences result because the Appropriation Act’s program-oriented structure differs from the fund structure
required for GAAP. Entity differences arise because certain activity reported within the State’s financial reporting entity for
GAAP purposes is excluded from the Appropriation Act. These differences (expressed in thousands) for the fiscal year
ended June 30, 2007, were as follows:

Budgetary Other
General Budgeted
Budgetary fundS ... Fund Funds
Major Special Revenue Funds
Department of
Departmental Local Transportation State
General Not General Government Special Tobacco
GAAP FUNAS .ottt Fund Applicable Operating Infrastructure Revenue Settlement
Netincrease in fund balance—budgetary basis ..........ccccveuune. $ 93209 $ 346,223 % — $ — $ — $ —
Perspective differences:
Other Budgeted Funds attributable to nonmajor
governmental and other GAAP funds .........ccoovvneenicniceninens — (687,969) — — — —
Other Budgeted Funds attributable to major — (341,746) — — — —
governmental GAAP fUNAS ...
Other Budgeted Funds reclassified among the
State's major governmental GAAP funds ........c.ccoveevnicnnenns (44,041) 341,746 (23,486) (6,847) 72,093 6,758
Basis of accounting differences (76,866) — 24,324 246,010 (62,958) (128)
Entity differences 6,790 — 12,532 45,715 — 8,905
Net increase (decrease) in fund balance—GAAP basis ......... $ (20,908) $ — $ 13370 $ 284,878 $ 9,135 $ 15535
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Governmental Funds

Governmental funds include the General Fund, several special revenue funds, a Capital Projects Fund, and two
permanent funds. The State does not use debt service funds because it does not accumulate resources to pay future years’
general long-term debt principal and interest; instead, the State finances such payments directly from the current year’s
resources.

This subsection of the Comprehensive Annual Financial Report provides the following supplementary information for
the State’s governmental funds:

=  Combining Balance Sheet—Nonmajor Governmental Funds

= Combining Statement of Revenues, Expenditures, and Changes in Fund Balances—Nonmajor Governmental
Funds

= General Reserve Fund Activity—Budgetary General Fund

Generally accepted accounting principles (GAAP) for governments require that a Comprehensive Annual Financial
Report (CAFR) include budgetary comparison schedules for “individual nonmajor special revenue funds and other
governmental funds of the primary government (including its blended component units).” Such schedules would be included
as supplementary information in this subsection of the CAFR if they were applicable. The State of South Carolina, however,
does not prepare separate budgets for its individual special revenue funds or for its other governmental funds. Accordingly,
this subsection includes no budgetary comparison schedules. (Also see the budgetary comparison schedules within the
Required Supplementary Information section of this report.)

Note 1b in the notes to the financial statements describes the State’s major governmental funds. The paragraphs below
describe all other individual governmental funds that the State uses.

a. Nonmajor Special Revenue Funds

Special revenue funds account for the proceeds of specific revenue sources (other than trusts for individuals, private
organizations, or other governments or for major capital projects) that are legally restricted to expenditure for specified
purposes. The State uses the nonmajor special revenue funds described below:

Education Improvement Act Fund. This fund accounts for the special additional 1% sales tax levied to be used
exclusively for improvements in elementary and secondary education, including academic loans for future teachers.

Children's Education Endowment Fund. This fund accounts for low-level radioactive waste fees collected from the
Barnwell waste facility that are not required to be deposited to the General Fund or remitted to Barnwell County. These
funds are to be used for public school facilities assistance and higher education scholarship grants.

Waste Management Fund. This fund accounts for fees collected from consumers, generators of solid and hazardous
wastes, and owners and operators of solid waste and hazardous waste storage facilities. These fees must be used for the
purposes set forth in the State's Solid Waste Policy and Management Act of 1991 and to cover the State's costs in
governmental actions involving uncontrolled hazardous waste sites.

Accommodations and Local Option Sales Tax Fund. This fund accounts for: (1) a special additional 2% sales tax on the
gross proceeds on the rental of transient accommodations and (2) a special 1% sales tax applicable in some localities within
the State. The State allocates these revenues to counties and municipalities in accordance with State law.

Medicaid Expansion Fund. Resources of this fund include county assessments for indigent medical care and a tax on
licensed hospitals. The fund was established to provide Medicaid coverage to persons formerly ineligible for such coverage
and to provide additional State matching funds for Medicaid.

Tobacco Settlement Revenue Management Authority Fund. The Tobacco Settlement Revenue Management Authority
was created to issue bonds that securitized future payments received under the multi-state legal settlement with the tobacco
industry. The State transferred to the Authority, from its General Fund, all of its rights to the future tobacco settlement
revenues. In return, the Authority transferred part of the bond proceeds to the State Tobacco Settlement Fund.

Education Lottery Fund. State law requires the Lottery Commission, a major discretely presented component unit, to
transfer all proceeds from lottery ticket sales and other revenues net of expenses to the Education Lottery Fund. The Fund
distributes these monies for education purposes and programs as stipulated in State law. These programs include tuition
assistance, needs-based grants, and scholarships for the State’s universities and technical colleges.
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Jobs—Economic Development Authority Fund. The Jobs—Economic Development Authority acts in conjunction with
other organizations in the promotion and advancement of industrial, commercial, agricultural, and recreational development
in the State. The Authority's emphasis is on those areas of the State with the greatest economic need and those projects
providing the greatest economic benefit.

Public Telecommunications Fund. The Public Telecommunications Fund of the State’s Public Service Commission
accounts for revenues collected from telephone companies within the State and redistributed to certain telephone companies
in an effort to align prices and cost recovery with costs. This program also is intended to ensure basic telephone service at
affordable rates is available to all citizens. Other revenues of the Fund include telephone customer surcharges for the 911
emergency system mandated by the FCC. These monies are collected from the telephone companies and distributed to local
governments for their 911 emergency telephone systems.

Other Special Revenue Funds. These funds, aggregated for reporting purposes, account for various other revenues that
must be used for specific purposes. These include operations of various employment services, water recreation, agricultural
boards, forest renewal programs, certain housing programs, medical and dental scholarships, energy-related programs, and
certain programs administered by the Department of Probation, Parole, and Pardon Services.

b. Capital Projects Fund

The Capital Projects Fund accounts for financial resources to be used for the acquisition or construction of major capital
facilities (other than those financed by proprietary funds or in trust funds for individuals, private organizations, or other
governments). Capital outlays financed from general obligation bond proceeds are accounted for through the Capital
Projects Fund.

c. Permanent Funds

Permanent funds are used to report resources that are legally restricted to the extent that only earnings, and not principal,
may be used for purposes that support the State’s programs—that is, for the benefit of the State or its citizenry.

Bequests Fund. Sometimes private citizens make bequests of specific assets within their wills to the State. Typically,
these gifts provide that the State may expend the earnings, but not the principal, to support certain State agencies or certain
programs within a specific State agency. The Bequests Fund accounts for these funds.

Wildlife Endowment Fund. The Wildlife Endowment Fund accounts for funds received from private citizens as gifts and
contributions, as well as fees for certain lifetime hunting and fishing licenses. The State may expend the earnings, but not
the principal, in furthering the conservation of wildlife resources and the efficient operation of the State’s Department of
Natural Resources.
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Combining Balance Sheet

NONMAJOR GOVERNMENTAL FUNDS

June 30, 2007
(Expressed in Thousands)

SPECIAL
Tobacco
Accommodations Settlement
Education Children's and Revenue
Improvement Education Waste Local Option Medicaid Management
Act Endowment Management Sales Tax Expansion Authority
ASSETS
Cash and cash equivalents.............ccccceeuveenne 81,810 $ 22,987 $ 211,327 $ 101,142 $ 52,683 533
Invested securities lending collateral. 1,374 3,949 29,275 2,790 1,116 —
Receivables, net:
ACCOUNTES....ooeiiiiiiiiieiiee e 573 — 563 1 — —
Accrued iNterest.........cccvvvveeeiiiiiiiee e 1,866 239 1,725 102 321 —
Sales and other taxes... 68,164 17,105 — 60,586 131 —
Loans and NOtES..........cccuvveveeeeiiiiiieee e 14,895 — — — — —
Due from Federal government
and other grantors..........ccccevvvieeeniiccniinennn — — — — — —
Due from other funds..........cccccceeeviiiiiineeennnns 5,255 — — 660 — —
Due from component units. — — — — — —
Interfund receivables............ccccviveniieeninnnn — — — — — —
INVENEOMIES. ..ottt — — 88 — — —
Restricted assets:
Cash and cash equivalents. — — — — — 7
Investments...........cccee.... — — — — — 111,750
Other. ..o — — — — — 42,310
Total aSSEtS....ccovvccvecriecrieciece e 173,937 $ 44,280 $ 242,978 $ 165,281 $ 54,251 154,600
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable............ccccooeiiiiieiiieinns 29,790 $ — $ 2,605 $ 37 $ — —
Accrued salaries and related
exXpPenditures..........ocovieeiiiniencee 1,116 — 251 — — —
Retainages payable... — — — — — —
Tax refunds payable........... 305 — — 209 — —
Intergovernmental payables... 1,142 — 748 158,932 — —
Due to other funds.........ccccoeeeveiiieeiiiieennen. 1,664 — 148 241 17 —
Interfund payables............ccociiiiiiiiinne. 450 — — — — —
Deferred revenues.............. 3,038 — — 2,970 32,304 —
Securities lending collateral... . 1,374 3,949 29,275 2,790 1,116 —
Other liabilities ..........ccccovvvieniiiiiiieeciie e 39 — — — — —
Total liabilities........cccovevieiieiieeiee, 38,918 3,949 33,027 165,179 33,437 —
Fund balances:
Reserved for:
INVENEOMIES. ..ceivvieeiiiie e — — 88 — — —
Interfund receivables.. — — — — — —
Endowments — — — — — —
Long-term loans and notes receivable....... 12,885 — — — — —
Debt requirements..........cccceeeeereeniennieene — — — — — 154,066
School building aid............cccccoieiiiiiiiiinns 33,342 — — — — —
Unreserved:
Designated for scholarships....................... 15,717 — — — — —
Designated for capital expenditures........... — — — — — —
Undesignated..........cccoevvrieiienienienieene 73,075 40,331 209,863 102 20,814 534
Total fund balances.........ccccoevevveirens 135,019 40,331 209,951 102 20,814 154,600
Total liabilities and fund balances........ 173937 % 44280 $ 242978 $ 165281 $ 54,251 154,600
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REVENUE PERMANENT
Jobs—
Economic Public Tele- Other
Education Development commun- Special CAPITAL wildlife

Lottery Authority ications Revenue Totals PROJECTS Bequests Endowment Totals TOTALS
$ 149587 % 1,021 $ 32586 % 95,003 $ 748,679 $ 274533 % 1,037 $ 2317 $ 3354 $ 1,026,566
21,849 — 3,606 2,688 66,647 37,790 13 7 90 104,527
30 17 1,514 107 2,805 31 — — — 2,836
1,680 4 233 223 6,393 1,469 8 20 28 7,890
— — — 40,977 186,963 678 — — — 187,641
— 326 — 11,557 26,778 — — — — 26,778
— — — — — 3,569 — — — 3,569
220 — 1,352 2,099 9,586 3,941 73 1 74 13,601
21,848 — — — 21,848 — — — — 21,848
— — — 3,942 3,942 — — — — 3,942
— — — — 88 — — — — 88
— — — — 7 — — — — 7
— — — — 111,750 — — — — 111,750
— — — — 42,310 — — — — 42,310
$ 195214 $ 1,368 $ 39,291 $ 156,596 $ 1,227,796 $ 322,011 $ 1,131 $ 2,415 $ 3,546 $ 1,553,353
$ 5,706 $ 1 $ 3,123 $ 1,510 $ 42,772 $ 2,029 $ — $ — $ — $ 44,801
38 2 — 617 2,024 72 — — — 2,096
— — — — — 681 — — — 681
— — — 2 516 — — — — 516
249 — 11,840 5,975 178,886 — — — — 178,886
19,145 — 275 2,967 24,457 21,260 — — — 45,717
— — — 80 530 19,863 — — — 20,393
16 — — — 38,328 182 — — — 38,510
21,849 — 3,606 2,688 66,647 37,790 13 7 90 104,527
— — — 582 621 — — — — 621
47,003 3 18,844 14,421 354,781 81,877 13 77 90 436,748
- - - - 88 - - - — 88
- - - 3,212 3,212 - - - — 3,212
- - - - — - 527 1,859 2,386 2,386
- 278 - 10,984 24,147 - - — 24,147
_ _ — — 154,066 — — — — 154,066
- - - - 33,342 - - - — 33,342
- - - - 15,717 - - - — 15,717
- - - - — 240,134 - - — 240,134
148,211 1,087 20,447 127,979 642,443 — 591 479 1,070 643,513
148,211 1,365 20,447 142,175 873,015 240,134 1,118 2,338 3,456 1,116,605
$ 195214 $ 1,368 $ 39,291 $ 156,596 $1,227,796 $ 322,011 % 1,131 $ 2415 $ 3546 $ 1,553,353
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Combining Statement of Revenues, Expenditures,

and Changes in Fund Balances

NONMAJOR GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

SPECIAL
Tobacco
Accommodations Settlement
Education Children's and Revenue
Improvement Education Waste Local Option Medicaid Management
Act Endowment Management Sales Tax Expansion Authority
Revenues:
Taxes:
Retail sales and USe.............eeeeeivieiieieee e $ 648,119 $ — $ 1,674 $ 481,314 $ — $ —
Other .o — 17,488 — — 213,654 —
Licenses, fees, and permits..........cccccovevverieiiieenieniennns 369 — 30,464 — — —
Interest and other investment income.............ccccccveeveenn. 7,335 1,506 8,969 526 2,469 5,001
Federal........cooiiiiieiiii et 29 — — — — —
Local and private grants..........ccccceevreveeniieeinieesiiee s — — — — — —
Departmental services.... — — 1,078 — — —
Contributions......... — — — — 260 —
Fines and penalties........ — — 402 — — —
Tobacco legal settlement............cccoeviiiiiiiiic i — — — — — 79,912
(@43 1T PR PURR PP 19 — 303 — 223 —
TOtal FEVENUES.......vieeiiiieeiiie e 655,871 18,994 42,890 481,840 216,606 84,913
Expenditures:
Current:
General government.. 9,717 — — — — 91
Education.............co...... 86,454 6,798 — — — —
Health and environment............cccevveevveevveevieeeieeeieennnn. 621 — 25,906 — 217,224 —
SOCIAl SEIVICES......uviiiiiee it e e 345 — — — — —
Administration of JUStICe...........covviiiriiiieiiciieecee 1,654 — — — — —
Resources and economic development....................... — — — — — —
Capital OUtlay..........cccoeeiiiiiiiieice — — — — — —
Debt service:
Principal retirement..........cccooveeiiiie e — — — — — 27,145
Interest and fiscal charges...........cccoevvvveeieeiienennns — — — — — 50,646
Intergovernmental...........cccocueeniiiieeiiie e 559,704 7,113 5,264 479,341 — —
Total eXpendituresS.......ccvveeeiieeeiiee e 658,495 13,911 31,170 479,341 217,224 77,882
Excess (deficiency) of revenues
over (under) expenditures..........cccoeevevvieinecnenns (2,624) 5,083 11,720 2,499 (618) 7,031
Other financing sources (uses):
Bonds issued...........c.cccu. — — — — — —
Discounts on bonds issued — — — — — —
Transfers in.......ccoeeeeeeennn. 2,053 4,370 69,180 — — —
Transfers OUL.........ccovvieiiciiccec e (1,636) — (1,249) (2,397) (7) (424)
Total other financing sources (US€S).......c.cceeeueene 417 4,370 67,931 (2,397) (7) (424)
Net change in fund balances...........c..cccocceveenenne (2,207) 9,453 79,651 102 (625) 6,607
Fund balances at beginning of year.............ccccccoeoeue 137,226 30,878 130,300 — 21,439 147,993
Fund balances at end of year........ccccoceevvieiiiienniieens $ 135,019 $ 40,331 $ 209,951 $ 102 $ 20,814 $ 154,600
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REVENUE PERMANENT
Jobs—
Economic Public Tele- Other
Education Development  commun- Special CAPITAL Wildlife

Lottery Authority ications Revenue Totals PROJECTS Bequests Endowment Totals TOTALS
$ — $ — $ . $ 39,334 $ 1,170,441 $ — $ — $ — $ — $ 1,170,441
— — — 35,049 266,191 — — — — 266,191
— — 90,491 21,673 142,997 — — 262 262 143,259
9,682 109 1,223 2,931 39,751 10,125 53 116 169 50,045
— — — 68 97 38,071 — — — 38,168
1 — — — 1 100 — — — 101
— 584 2,113 265 4,040 1,283 — — — 5,323
281,327 — — 170 281,757 533 — — — 282,290
— — — 23,459 23,861 — — — — 23,861
— — — — 79,912 — — — — 79,912
184 — — 1,151 1,880 340 — — — 2,220
291,194 693 93,827 124,100 2,010,928 50,452 53 378 431 2,061,811
— — 90,323 29,827 129,958 — — — — 129,958
213,395 — — — 306,647 — 2 — 2 306,649
34 — — 15 243,800 — 8 — 8 243,808
— — — 13,657 14,002 — — — — 14,002
30 — — 14,685 16,369 — — — — 16,369
— 2,586 — 3,795 6,381 — — — — 6,381
— — — — — 80,571 — — — 80,571
— — — — 27,145 — — — — 27,145
— — — — 50,646 1,335 — — — 51,981
68,397 — 7,139 18,979 1,145,937 — — — — 1,145,937
281,856 2,586 97,462 80,958 1,940,885 81,906 10 — 10 2,022,801
9,338 (1,893) (3,635) 43,142 70,043 (31,454) 43 378 421 39,010
— — — 241 241 20,295 — — — 20,536
— — — — — (8) — — — (8)
30 72 9,406 14,494 99,605 75,328 — — — 174,933
(14,795) — (392) 1,717) (22,617) (131,660) (146) — (146) (154,423)
(14,765) 72 9,014 13,018 77,229 (36,045) (146) _ (146) 41,038
(5,427) (1,821) 5,379 56,160 147,272 (67,499) (103) 378 275 80,048
153,638 3,186 15,068 86,015 725,743 307,633 1,221 1,960 3,181 1,036,557
$ 148211 $ 1365 $ 20447 $ 142175 $ 873015 $ 240134 $ 1118 $ 2338 $ 3456 $ 1,116,605
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General Reserve Fund Activity

BUDGETARY GENERAL FUND
Last Ten Fiscal Years

Acrticle 111, Section 36, of the South Carolina Constitution establishes requirements relating to the General
Reserve Fund. The reserve primarily is designed to prevent Budgetary General Fund deficits. On
November 4, 1988, a Constitutional amendment was passed, which permanently changed the funding requirement
for the Reserve to three percent of the Budgetary General Fund revenue of the previous fiscal year.

If amounts are withdrawn from the Reserve, the State Constitution requires restoration of the Reserve to full
funding within three years.

Key amounts (dollars in thousands) for the General Reserve Fund for the last ten fiscal years are:

Actual

Start-of- End-of-

Fiscal Year Ended Year End-of-Year Full-Funding Year %

June 30 Balance Deposits Withdraw als Balance Amount? Funded®

1998 $ 130,380 $ — $ — $ 130,380 $ 130,380 100%
1999 130,380 7,270 — 137,650 137,650 100%
2000 137,650 7,721 — 145,371 145,371 100%
2001 145,371 2,545 (87,393) 60,523 147,916 41%
2002 60,523 2,286 (62,809) — 150,202 0%
2003 — 38,797 (38,797) — 152,410 0%
2004 — 74,455 (49,300) 25,155 147,708 17%
2005 25,155 50,000 — 75,155 149,034 50%
2006 75,155 78,333 — 153,488 153,488 100%
2007 153,488 14,244 — 167,732 167,732 100%

agquals 3% of the Budgetary General Fund revenues for the previous fiscal year.
bEquals (End-of-Year Balance/Full-Funding Amount) x 100.
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Proprietary Funds

Proprietary funds include enterprise and internal service funds. This subsection of the Comprehensive Annual Financial
Report provides the following supplementary information for the State’s proprietary funds:

= Combining Statement of Net Assets—Nonmajor Enterprise Funds

= Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets—Nonmajor Enterprise Funds
= Combining Statement of Cash Flows—Nonmajor Enterprise Funds

= Combining Statement of Net Assets—Internal Service Funds

= Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets—Internal Service Funds

= Combining Statement of Cash Flows—Internal Service Funds

Note 1b in the notes to the financial statements describes the State’s major enterprise funds. The paragraphs below
describe all nonmajor enterprise funds and the internal service funds that the State uses.

a. Nonmajor Enterprise Funds

The State uses enterprise funds to report activities for which it charges fees to external users for goods or services if any
of the following situations applies:

= The activity is financed with debt that is secured solely by a pledge of the net revenues from fees and charges of
the activity.

= Laws or regulations require that the activity’s costs of providing services, including capital costs, be recovered
with fees and charges rather than with taxes or similar revenues.

= The pricing policies of the activity establish fees and charges designed to recover its costs, including capital costs.

The State uses the nonmajor enterprise funds described below.

Patients' Compensation Fund. This fund provides medical malpractice insurance to any public or private health care
provider within the State. This fund is reported as an insurance enterprise.

Patriots Point Development Authority Fund. The Patriots Point Development Authority is responsible for developing and
operating the Patriots Point area near Charleston, including a naval museum. The Authority is supported by user fees.

Second Injury Fund. This fund serves as a claims processor for insurance carriers, self-insurers, and the State Accident
Fund. The fund processes claims of employees with existing permanent physical impairment who are further injured in the
course of their subsequent employment.

Tuition Prepayment Program Fund. This fund, previously known as the PACE program, allows contributors to make
payments, under the terms of a tuition prepayment contract, to cover future undergraduate tuition expenses of a designated
beneficiary at a South Carolina public higher education institution. Alternatively, the benefits of this contract can be applied
toward the cost of tuition, up to the weighted average tuition at South Carolina public institutions, at any accredited college
or university to which the designated beneficiary has been admitted.

The Citadel Trust, Inc., Fund. The Citadel Trust was formed for the purpose of investing funds in order to provide
scholarship and other financial assistance or support to The Citadel, a higher education institution reported in the Higher
Education Fund, a major enterprise fund.

University of South Carolina Trust Fund (the Trust). The Trust operates exclusively for the benefit of the University of
South Carolina’s School of Medicine to augment and aid education, research, and service in the field of health sciences. The
University of South Carolina is a higher education institution reported in the Higher Education Fund, a major enterprise
fund. The Trust’s fiscal year ends December 31, and the accompanying supplementary information includes the Trust’s
financial information for the fiscal year ended December 31, 2006.

University Medical Associates Fund (UMA). UMA was established to promote and support educational, medical,
scientific, and research purposes of the Medical University of South Carolina (MUSC), a higher education institution
reported in the Higher Education Fund, a major enterprise fund. UMA promotes the recruitment and retention of superior
faculty at MUSC.
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Medical University Facilities Corporation Fund (MUFC). MUFC was established to obtain financing for the Medical
University of South Carolina to purchase land, an office building, and a parking garage.

CHS Development Company Fund. The Company was established to provide financing for the Medical University of
South Carolina by developing and leasing property.

Pharmaceutical Education and Development Foundation Fund (PEDF). PEDF promotes educational, research, clinical,
and other facilities and programs of the Medical University of South Carolina’s College of Pharmacy. The Medical University of
South Carolina is a higher education institution reported in the Higher Education Fund, a major enterprise fund.

Enterprise Campus Authority. The Authority was established to provide for the management, development, and
operation of the Enterprise Campus of Midlands Technical College. Midlands Technical College is a higher education
institution reported in the Higher Education Fund, a major enterprise fund.

Other Enterprise Funds. Other enterprise activities of the State include: the Savannah Valley Development and the
Public Railways Divisions of the South Carolina Department of Commerce, the Canteens Fund, operation of the Columbia
Farmers’ Market, and enterprise operations of the Adjutant General’s Office.

b. Internal Service Funds

The State uses the internal service funds described below to report activities that provide goods or services to other State
funds, departments, agencies, component units, and/or to other governments, on a cost-reimbursement basis if the State is the
predominant participant in the activity. If the State is not the predominant participant, it reports the activity as an enterprise
fund.

Insurance Reserve Fund. This is a risk management/reinsurance fund. It underwrites insurance risks on public
buildings and their contents and tort liability, medical malpractice, and automobile liability for public employees. State law
limits the Fund's customers to certain governmental persons/entities within the State and certain associated parties.

Employee Insurance Programs Fund. This is a risk management fund that underwrites the group health, dental, life,
accidental death and dismemberment, disability, and long-term care benefits provided to State and public school employees
and retirees.

State Accident Fund. This is a risk management fund that provides workers' compensation benefits predominantly to
State employees. Premiums are collected from State agencies.

General Services Fund. This fund accounts for various services provided to State and local governmental units for
which user fees are charged. These services include telecommunication and computer services, rental of office buildings,
janitorial services, building maintenance, and procurement services.

Central Supplies and Equipment Fund. This fund sells office supplies and equipment, food, and paper products to other
governmental units. It also stores food and paper products for State agencies.

Motor Pool Fund. This fund provides daily and permanent lease assignments of vehicles to State agencies. It also
maintains an inventory of automotive parts to provide maintenance of these vehicles.

Pension Administration Fund. This fund administers the public employee retirement systems. Revenues of the fund
primarily consist of assessments charged to the pension trust funds.

Prison Industries Fund. This fund accounts for goods produced by inmate labor. These goods are sold primarily to State
agencies.

Other Internal Service Funds. These funds, aggregated for reporting purposes, account for other miscellaneous activities
that meet the definition of internal service funds. Such activities include provision of training programs for State employees
and work activity centers of the Vocational Rehabilitation Department.
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State of South Carolina

Combining Statement of Net Assets

NONMAJOR ENTERPRISE FUNDS

June 30, 2007
(Expressed in Thousands)

Patriots Point Tuition
Patients' Development Second Prepayment The Citadel
Compensation Authority Injury Program Trust, Inc.
ASSETS
Current assets:
Cash and cash equivalents............c.ccccevereevvereeeneenne. $ 1,661 $ 3,470 $ 219 $ 138,920 $ 1,271
INVeStMEeNtsS..........cccoevviiiiiiiiice 4,649 — — — 3,717
Invested securities lending collateral.................cc...... — 386 7,898 18,707 —
Receivables, net:
ACCOUNES. ...t 1 461 — — —
CONtribBULIONS.....ccoviiiiiii e — — — — 84
PartiCipants..........cooiiiiiiiiiiee e — — — 23,324 —
Accrued interest. 63 10 — 608 203
Patient accounts.... — — — — —
Due from Federal government and other grantors..... — — — — —
Due from other funds..........ccocoeiiiiiiiiiiiii e, — 2 — — —
INVENTOTIES. ..ttt — 293 — — —
Restricted assets:
Cash and cash equivalents... — — 51,775 — 1,113
Investments..........ccoeeevennnn. — — — — 10,195
Loans receivable...........cccocieiiiiniiinic e — — — — 87
OFNEI i — — 619 — 144
Prepaid iteMS......ccouiiiiiiie e 15 24 — — —
Other current assets..........ccvvvvereieiiieiie i — — — — —
Total current assets 6,389 4,646 60,511 181,559 16,814
Long-term assets:
INVESTMENTS......oeiiiiiiieeee e — — — — 3,490
Receivables, net:
CoNtribULIONS......ccvieiiiiii e — — — — 35
Participants............... — — — 12,618 —
Interfund receivables — — — — —
Restricted assets:
Cash and cash equivalents............cccoccoveeiiiieeinneenn. — — — — 3,914
INVESTMENTS....uuiiiiiiiiiee e — — — — 47,565
Loans receivable............ccoccveiiiiiiiiniiie e — — — — 62
(O 1T PRSPPI — — — — 657
Prepaid items — — — — —
Other long-term assets.........cccoevvenvinieeiiienec e — — — — 32
Non-depreciable capital assets............cccovveeeiiieeennns — 4,613 — — 2,155
Depreciable capital assets, Net...........cccccceevvieneennnen. — 9,881 11 — —
Total long-term assets........cccovvveeiiieeeiniiee e — 14,494 11 12,618 57,910
Total @SSetS.....cocviiiie 6,389 19,140 60,522 194,177 74,724
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State of South Carolina

University Medical
of South University University CHS Enterprise
Carolina Medical Facilities Development Campus Other
Trust Associates Corporation Company Authority Enterprise Totals
$ 1574 $ 21,903 $ — $ — $ — $ 34371 $ 203,389
7,473 74,011 — — — — 89,850
— — — — — 4,422 31,413
1,016 975 7 — — 1,253 3,713
— — — — — — 84
— — — — — — 23,324
— — — — — 293 1,177
2,512 29,753 — — — — 32,265
— — — — — 170 170
— 6,614 1,689 887 369 125 9,686
— — — — — 3,439 3,732
— — 114 44 — 371 53,417
— — 317 — — — 10,512
— — — — — — 87
— — — — — — 763
— 633 — 156 — 134 962
— 1,639 64 61 — — 1,764
12,575 135,528 2,191 1,148 369 44,578 466,308
— — — — — — 3,490
— — — — — — 35
— — — — — — 12,618
— — 15,435 22,206 — — 37,641
— 4,838 1,350 3,860 — — 13,962
— 17,608 213 586 — — 65,972
— — — — — 10,289 10,351
— — — — — — 657
— 10,101 — 2,428 — — 12,529
— 7,202 347 1,581 — — 9,162
— — — — — 19,587 26,355
13,946 46,515 — — — 7,460 77,813
13,946 86,264 17,345 30,661 — 37,336 270,585
26,521 221,792 19,536 31,809 369 81,914 736,893

Continued on Next Page
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State of South Carolina

Combining Statement of Net Assets

NONMAJOR ENTERPRISE FUNDS (Continued)

June 30, 2007
(Expressed in Thousands)

Patriots Point Tuition
Patients' Development Second Prepayment The Citadel
Compensation Authority Injury Program Trust, Inc.
LIABILITIES
Current liabilities:
ACCOUNLS PAYADIE.........cecviericricriciecreeteetcer s $ 229 $ 247 $ 2 $ — $ 162
Accrued salaries and related expenses.. 26 273 107 — 6
Accrued interest payable...........ccccoiiiiiiiiieiiiiee e, — — — — —
Tuition benefits payable............ccccorviiiiiniiiicee, — — — 15,284 —
Policy claims..........c......... 30,000 — — — —
Due to other funds..... 2 17 232 101 1,826
Unearned revenues............. 12,653 185 — — 53
Securities lending collateral............cccoceveieiieiiieenneens — 386 7,898 18,707 —
Liabilities payable from restricted assets:
Accrued interest payable..........c.cccoiiiiiiiiiic e — — — — —
OtNEI .. — — 52,172 — —
Notes payable..........ccoeiiiiiiiiie e — — — — —
Revenue bonds payable.. — — — — —
Capital leases payable..... — — — — —
Compensated absences payable.. 3 254 86 — —
Other current liabilities ..........ccooveiiiienieiiee 19 — — — 8
Total current liabilities. ..o, 42,932 1,362 60,497 34,092 2,055
Long-term liabilities:
Tuition benefits payable............ccocovoiiiiiniiiiicieee, — — — 188,267 —
Policy Claims.........ooiiiiiiiiie e 168,622 — — — —
Interfund payables — — — — —
Unearned reVENUES...........ccvevereerieere et sree e — 638 — — —
Notes payable...........ccoeoiiiiiiii 3,000 — — — —
Revenue bonds payable.. — — — — —
Capital leases payable...........ccccoovieiiiiiiiiiiciicne — — — — —
Compensated absences payable..............ccceeceernnnee — — 14 — —
Other long-term liabilities. ..........cccccoviiiiiinicies — — — — 17
Total long-term liabilities.............ccoceriiiiiiniiee. 171,622 638 14 188,267 17
Total liabilitieS......cevieiiiieicieee e 214,554 2,000 60,511 222,359 2,072
NET ASSETS (DEFICITS)
Invested in capital assets, net of related debit................ — 14,494 11 — 2,155
Restricted:
Expendable:
EdUCAtioN.......eviiiieeice e — — — — 29,965
Capital ProjectS........coocviiiiiiiieeiiiee e — — — — 3,543
Debt SEIVICE. .....eiiiiiiie e — — — — —
Nonexpendable:
EdUCALION.......oiiiiieice e — — — — 30,282
UNFESLACIEM. .. ..vvvev e (208,165) 2,646 — (28,182) 6,707
Total net assets (defiCits)......ccocvvvieiiiiiieeiirenen. $ (208,165) $ 17,140 $ 11 $ (28,182) $ 72,652
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State of South Carolina

University Medical
of South University University CHS Enterprise
Carolina Medical Facilities Development Campus Other
Trust Associates Corporation Company Authority Enterprise Totals
$ 5,196 $ 2,215 $ 191 $ 731 $ — $ 1,050 $ 10,023
12 8,949 — — — 254 9,627
— 149 — — — — 149
— — — — — — 15,284
— — — — — — 30,000
— 1,583 — — — 924 4,685
— — — — — 33 12,924
— — — — — 4,422 31,413
— — — — — 213 213
— — — — — 140 52,312
— 2,650 1,145 1,165 — — 4,960
425 — 640 — — — 1,065
119 40 — — — — 159
918 1,677 — — — 369 3,307
— 2,573 — 200 — — 2,800
6,670 19,836 1,976 2,096 — 7,405 178,921
— — — — — — 188,267
— — — — — — 168,622
— — — — — 10,414 10,414
— — — — — — 638
— 84,253 8,210 29,678 — — 125,141
7,650 — 8,039 — — — 15,689
208 115 — — — — 323
— 1,118 — — — 147 1,279
299 1,221 — — — — 1,537
8,157 86,707 16,249 29,678 — 10,561 511,910
14,827 106,543 18,225 31,774 — 17,966 690,831
5,545 772 — — — 27,047 50,024
— — — — — — 29,965
— — — — — — 3,543
— 9,080 1,311 35 — 18 10,444
— — — — — — 30,282
6,149 105,397 — — 369 36,883 (78,196)
$ 11,694 $ 115,249 $ 1,311 $ 35 $ 369 $ 63,948 $ 46,062
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State of South Carolina

Combining Statement of Revenues, Expenses,
and Changes in Fund Net Assets

NONMAJOR ENTERPRISE FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Patriots Point Tuition
Patients' Development Second Prepayment  The Citadel
Compensation Authority Injury Program Trust, Inc.
Operating revenues:
Charges for SEIVICES........ccccevvieiieiiee e $ 39,313 $ 7,709 $ 1544 $ — $ —
COoNtriBULIONS......oooiiiiiec e — — — 18,878 —
Interest and other investment income............cccccooevevennene — — — 23,157 —
Operating revenues pledged for revenue bonds.. — — — — —
Other operating reVENUES..........cccveriiiiiierieeiie e — — 4 — 9,663
Total operating reVeNUES........ccccuvevieirieenieenie e 39,313 7,709 1,548 42,035 9,663
Operating expenses:
General operations and administration..............cccocceeeens 958 6,313 1,533 — 129
Benefits and Claims..........ccoeivviiiiiiiice e 23,577 — — — —
Tuition plan disbursements — — — 8,100 —
Depreciation and amortization..............cccvcvverieenneeneeinnenns — 551 5 — —
Other operating EXPENSES.......ccuvieeiiiieeiniiee e e rieea s — 197 15 — —
Total operating EXPEeNSES.....cocuiiiiiiiieeiieee e 24,535 7,061 1,553 8,100 129
Operating iNnCome (I0SS)....cuuiriiiiiiiiiie e 14,778 648 (5) 33,935 9,534
Nonoperating revenues (expenses):
INEEreSt INCOME......ecviiieieiiee e 364 170 — — —
CONtrBULIONS......coiiiiiiicc e — 1,162 — — 2,473
Local/private grants and contracts.... — — — — 85
Interest eXpense.........ccoeeveveeeeeinen. (274) — — — —
Net other nonoperating revenues (eXpenses).................... — — — — 153
Total nonoperating revenues (EXPENSES)........ccceeunee.. 90 1,332 — — 2,711
Income (loss) before other revenues, expenses,
and transfers........coiii 14,868 1,980 (5) 33,935 12,245
Capital contributions............coeeviiiiiiiiiiice — — — — —
Additions to endowments... — — — — 1,436
Transfers iN......oocci — — — — —
TranNSTEIS OUL......eiiiiiiiii e — — — (423) (4,188)
Change in Net asSetS.......ccouviiiiiiiiee e 14,868 1,980 5) 33,512 9,493
Net assets (deficits) at beginning of year..........c..ccooee.. (223,033) 15,160 16 (61,694) 63,159
Net assets (deficits) at end of year........cccocceveveivvivernennnne $ (208,165) $ 17,140 $ 11 $ (28,182) $ 72,652
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State of South Carolina

University Medical
of South University University CHS Enterprise
Carolina Medical Facilities Development Campus Other
Trust Associates Corporation Company Authority Enterprise Totals
$ 25,692 $ 225,730 $ — $ — — $ 25,351 $ 325,339
— — — — — — 18,878
— — — — — — 23,157
— — 1,116 1,165 — — 2,281
18,645 10,280 100 — — 379 39,071
44,337 236,010 1,216 1,165 — 25,730 408,726
46,236 180,864 1,002 1,413 95 23,386 261,929
— — — — — — 23,577
— — — — — — 8,100
1,065 1,611 64 217 — 635 4,148
— — — — — 7 219
47,301 182,475 1,066 1,630 95 24,028 297,973
(2,964) 53,535 150 (465) (95) 1,702 110,753
988 5,540 — — — 1,854 8,916
— — — — — — 3,635
— — — — — 169 254
(402) (5,799) — — — (606) (7,081)
— 722 — — — (2,405) (1,530)
586 463 — — — (988) 4,194
(2,378) 53,998 150 (465) (95) 714 114,947
— — — — — 57 57
— — — — — — 1,436
— — — 688 — 2,960 3,648
— (26,393) (74) — — (30) (31,108)
(2,378) 27,605 76 223 (95) 3,701 88,980
14,072 87,644 1,235 (188) 464 60,247 (42,918)
$ 11,694 $ 115,249 $ 1,311 $ 35 369 $ 63,948 $ 46,062




State of South Carolina

Combining Statement of Cash Flows

NONMAJOR ENTERPRISE FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Cash flows from operating activities:
Receipts from customers, patients, and third-party payers........
ASSESSMENLS FECEIVEM. .....coiuiiiiieiiieiie ettt
Tuition plan contributions received...........ccccevvveeeriieeiiee e
Other operating cash receipts
Claims and benefits paid..........ccoovveeviieeeniiee e
Payments to suppliers for goods and services............cc.cccevennee.
Payments to employees
Other operating cash payments..........ccccoeereerieniieenee e

Net cash provided by (used in) operating activities...........

Cash flows from noncapital financing activities:
Principal payments made to other funds...........cccccccveviivennnnnn.
Interest payments made to other funds.....
Proceeds from issuance of noncapital debt.
Principal paid on noncapital debit.................
Interest payments on noncapital debt.................
Gifts and grants for other than capital purposes.
Other cash receipts .......cccccvveviiveeviiee e,
Other cash payments ....
Transfers in.................
TrANSTEIS OUL ...ttt

Net cash provided by (used in) noncapital
fiNANCING ACTIVItIES...cuiiiiiiie it

Cash flows from capital and related financing activities:
Acquisition of capital aSSetS........ceeeviiireriiieeiie e
Principal paid on capital debt and lease............cccccceveieiiinienne
Interest payments on capital debt..........

Payment of agent and broker fees.....
Proceeds from sale of capital assets..

Net cash used in capital and
related financing activities.......coccveevveeevie e,

Cash flows from investing activities:
Proceeds from sales and maturities of investments..................
Purchase of investments ..........cccccovveeeiiiieeeneeeeins
Interest and dividends on investments............
Collection of escrow payments from borrower............c.cccceeenn.

Net cash provided by (used in) investing activities............

Net increase (decrease) in cash and cash equivalents..............
Cash and cash equivalents at beginning of year............cccocoeene

Cash and cash equivalents at end of year

$ 138,920

Patriots
Point Tuition
Patients' Development Second Prepayment The Citadel
Compensation Authority Injury Program Trust, Inc.
38,692 % 4558 $ — $ a72) $ —
1 — 94,207 — —
— — — 8,822 —
— 4,052 — — —
(42,362) — (118,488) — —
(50) (2,336) — — (59)
(332) (3,232) — — (70)
(503) (843) (1,541) (6,287) —
(4,554) 2,199 (25,822) 2,363 (129)
(700) — — — —
(255) — — — —
1,700 — — — —
— — — — 4,044
— — — — 1,654
— — — (423) (4,188)
745 — — (423) 1,510
— (2,566) — — (2,155)
— (2,566) — — (2,155)
11,301 — — — 35,467
(9,336) — — — (32,900)
353 167 3,985 23,003 1,366
2,318 167 3,985 23,003 3,933
(1,491) (200) (21,837) 24,943 3,159
3,152 3,670 73,831 113,977 3,139
1,661 $ 3,470 $ 51,994

S 6208
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State of South Carolina

University Medical Pharmaceutical
of South University University CHS Education and Enterprise
Carolina Medical Facilities Development Development Campus Other
Trust Associates Corporation Company Foundation Authority Enterprise Totals

$ 25577 $ 214340 $ — $ — $ — $ — $ 26,880 $ 309,875
— — — — — — — 94,208

— — — — — — — 8,822
18,502 23,863 — — — — 1,163 47,580

— — — — — — — (160,850)
(13,802) (66,382) — — — (83) (15,930) (98,642)
(30,649) (110,547) — — — — (5,056) (149,886)

— (3,206) — — (2) — (3,264) (15,646)
(372) 58,068 — — (2) (83) 3,793 35,461

— — — — — — (3,276) (3,976)

— — — — — — (674) (929)

— — — — — — — 1,700

— (1,231) (1,690) (1,130) — — — (4,051)

— (3,007) (1,017) — — — — (4,024)

— — — — — — — 4,044

— — — — — — — 1,654

— (18) — — — — — (18)

— — — 688 — 83 2,980 3,751
— (26,393) (74) — — — (30) (31,108)

— (30,649) (2,781) (442) — 83 (1,000) (32,957)
(895) (3,525) — (138) — — (836) (10,115)

(539) (1,355) — — — — — (1,894)

(402) (3,091) — (1,435) — — — (4,928)

— (28) — — — — — (28)

— 1 — — — — — 1
(1,836) (7,998) — (1,573) — — (836) (16,964)
5,034 32,062 2,890 4,157 — — — 90,911
(3,502) (65,456) (1,301) (3,607) — — — (116,102)

415 5,264 1,215 1,162 — — 1,141 38,071

_ — — — — — 2,043 2,043
1,947 (28,130) 2,804 1,712 — — 3,184 14,923
(261) (8,709) 23 (303) ) — 5,141 463

1,835 35,450 1,441 4,207 2 — 29,601 270,305

$ 1574 $ 26,741  $ 1,464 $ 3,904 $ — $ — $ 34,742  $ 270,768

Continued on Next Page
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State of South Carolina

Combining Statement of Cash Flows

NONMAJOR ENTERPRISE FUNDS (Continued)

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Patriots
Point Tuition
Patients’ Development Second Prepayment  The Citadel
Compensation Authority Injury Program Trust, Inc.
Reconciliation of operating income(loss) to net cash
provided by (used in) operating activities:
Operating iINCOME (I0SS).....vvveiiiieiiiiieeiiieeeiee s eeneee e $ 14,778  $ 648 $ () $ 3393 % 9,534
Adjustments to reconcile operating income (loss)
to net cash provided by (used in) operating activities:
Depreciation and amortization — 551 5 — —
Provision for bad debts................ — — — — —
— — — — (9,663)
— — — (23,157) —
— — 92,659 — —
Payment of Claims..........cccccoooiiiiiiiiiii e — — (118,488) — —
Other nonoperating reVENUES..........cccuviiuieiiieiiee e — 1,161 — — —
Ot 1 — — — —
Effect of change in operating assets and liabilities:
Accounts receivable, Net...........ccccooiiiiiiiiii — (187) — 131 —
Receivable from participants, net — — — (10,187) —
Due from other funds................... — — — — —
Inventories............... — (5) — — —
Other assets ........ 10 (15) — — —
Accounts payable..............cccoeiinnnnnn. 58 92 (5) — —
Accrued salaries and related expenses. 1) 25 4 1,813 —
Tuition benefits payable......................... — — — 172) —
Policy claims......... (18,784) — — — —
Due to other funds... 4) (8) — — —
UNEarned rEVENUES ...........ccceeiiriiiiiiii et (618) (72) — — —
Compensated absences payable ..........cccocoveeviiiiiiiee e (13) 9 8 — —
Other liabilities. ........ceoveiieiiiiee e 19 — — — —
Net cash provided by (used in) operating activities $ (4554) $ 2,199 $ (25,822) $ 2,363 $ (129)
Noncash capital, investing, and financing activities:
Increase in fair value of investments..........ccccceeevvveiiiiee e $ 13 $ — $ — $ — $ 4,151
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State of South Carolina

University Medical Pharmaceutical
of South University University CHS Education and Enterprise
Carolina Medical Facilities Development Development Campus Other
Trust Associates Corporation Company Foundation Authority Enterprise Totals

$ (2,964) $ 53,535 150 $ (465) $ — 95) $ 1,702 $ 110,753
1,065 1,611 64 217 — — 635 4,148

— 36,786 — — — — — 36,786

— — — — — — — (9,663)
— — — — — — — (23,157)

— — — — — — — 92,659
— — — — — — — (118,488)

— — — — — — 1,438 2,599

— 1,744 (214) 248 — — — 1,779

(258) (38,332) — — — — (399) (39,045)

— — — — — — — (10,187)

— — — — — — 13 13

— — — — — — 97) (102)

— (408) — — — — 494 81

1,668 2,750 — — ) 12 514 5,087

9) — — — — — (69) 1,763

— — — — — — — (172)

— — — — — — — (18,784)

— — — — — — (483) (495)

— — — — — — — (690)

103 221 — — — — 45 373

23 161 — — — — — 203

$ (372) $ 58,068 — $ — $ (2) (83 $ 3,793 $ 35,461
$ 573 $ 292 — $ — $ — — $ — $ 5,029
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State of South Carolina

Combining Statement of Net Assets

INTERNAL SERVICE FUNDS

June 30, 2007
(Expressed in Thousands)

Central
Employee State Supplies
Insurance Insurance Accident General and
Reserve Programs Fund Services Equipment
ASSETS
Current assets:
Cash and cash equivalents..........c.cccooerveiereeniennennns $ 65171 418,269 65,018 $ 53,776 668
Invested securities lending collateral...............ccccceeee. 36,294 61,493 9,186 258 —
Receivables, net:
ACCOUNTS ..ttt e 15,100 24,318 77,969 571 6
ACCTUEd INTEIEST....cuiiiiiiiiieeiee e 3,453 275 511 29 —
Due from other funds.........ccccoiiiiiiiiii e, 24 34,653 377 7,629 640
Due from component UnitS.........coceevverreeenieeenieenieeenne — — — 7 —
INVENTONIES. ...ttt — — — 1,049 1,813
Prepaid iteMS......ccoviiiiiie e 16,912 — 14 — —
Total CUrreNnt @SSetsS........coocuveeiiiiieieeiiiee e 136,954 539,008 153,075 63,319 3,127
Long-term assets:
INVESTMENTS....oviiiiiiiicie e 311,048 10,968 660 — —
Accounts receivable, net... — — 118 — —
Interfund receivables......... . 12,495 — — 19,795 —
Deferred Charges.........ccooceiiiiinieiiie e — — — 125 —
Non-depreciable capital assets...........c.cccocvveriiirciiennnn. — — — 6,297 —
Depreciable capital assets, Net...........ccccceevveeeiieerveenne. 185 135 120 111,519 7
Total long-term assets.........coocvveeviieeeiniiieeesiiee s 323,728 11,103 898 137,736 7
Total ASSELS..cccuiiiiiiiieeiiieee e 460,682 550,111 153,973 201,055 3,134
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Pension Other
Motor Adminis- Prison Internal

Pool tration Industries Service Totals
$ 10,259 $ 1,585 $ 3,607 $ 555 $ 618,908
— 215 — — 107,446
551 — 3,341 — 121,856
— 30 — — 4,298
2,527 — 937 37 46,824
1 — — — 8
18 — 5,228 — 8,108
— — — — 16,926
13,356 1,830 13,113 592 924,374
— — — — 322,676
— — — — 118
1,000 — — — 33,290
— — — — 125
— — — — 6,297
20,853 476 6,127 — 139,422
21,853 476 6,127 — 501,928
35,209 2,306 19,240 592 1,426,302

Continued on Next Page
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State of South Carolina

Combining Statement of Net Assets

INTERNAL SERVICE FUNDS (Continued)

June 30, 2007
(Expressed in Thousands)

Central
Employee State Supplies
Insurance Insurance Accident General and
Reserve Programs Fund Services Equipment
LIABILITIES
Current liabilities:
Accounts payable.........coceiiieriene e $ 364 $ 430 $ 718 $ 6,725 419
Accrued salaries and related expenses. 294 418 299 1,622 —
Accrued interest payable.... — — — 664 —
Retainages payable...........ccccoiiiiiiiiiiiieiee e — — — 13 —
POIliCY ClaiMS.....cceeiiiiiieeecee e 201,183 198,778 63,913 — —
Due to other funds...........ccocveviiiiiiiiiciies 8 296 5 916 9
Unearned reVeNUES...........cceevverrieeeneere e 57,790 4,359 84,758 — —
Securities lending collateral.............occoeiiiiiiiniiienins 36,294 61,493 9,186 258 —
Notes payable.........ccoceoiiiiiiiii e — — — 1,709 —
Revenue bonds payable.............cccoooviiiiiiiiiiiinn. — — — 1,385 —
Limited obligation bonds payable. . — — — 1,640 —
Capital leases payable............ccccociniiiiiiiiiiiiicies — — — 238 —
Compensated absences payable..............cccooeerieenne. 248 385 253 1,694 —
Other current liabilities............ccooveeveeieeiiiiiieeeeeeec, — — 6,455 — —
Total current liabilities............cccooeriiiniciicceee 296,181 266,159 165,587 16,864 428
Long-term liabilities:
Policy Claims.........cooieiiiiiiece e — — 95,279 — —
Interfund payables..........ccooiiiiiii — — — 2,962 1,005
Notes payable.........ccocoeiiiiiiii — — — 5,174 —
Revenue bonds payable.............cccoooiiiiiiiiiiicin, — — — 19,372 —
Limited obligation bonds payable. . — — — 9,345 —
Capital leases payable..........ccccooiiiiiiiiiniiinces — — — — —
Compensated absences payable............c.ccccoovvrieennne. 135 194 117 1,392 —
Total long-term liabilities...........ccccoeeviiiiieee 135 194 95,396 38,245 1,005
Total 1abilities. ..o 296,316 266,353 260,983 55,109 1,433
NET ASSETS (DEFICITS)
Invested in capital assets, net of related debt................ 184 135 120 80,565 7
Restricted:
Expendable:

LO@nN Programs.........coccueeeerieeeenineeesieeessieee e 20,000 — — — —
INSUraNCEe Programs.........eeeeeeeeierueineeeeeeeessnniiieneeens 144,182 283,623 — — —
UNreStriCted. ......vvviiiiiiieeiiee e — — (107,130) 65,381 1,694

Total net assets (deficits) $ 164,366 $ 283,758 $ (107,010) $ 145,946 1,701
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Pension Other
Motor Adminis- Prison Internal
Pool tration Industries Service Totals
$ 3,517 $ 677 $ 672 $ — $ 13,522
78 658 956 10 4,335
40 — — — 704
— — — — 13
— — — — 463,874
37 406 490 5 2,172
_ _ — — 146,907
— 215 — — 107,446
1,537 — — — 3,246
— — — — 1,385
— — — — 1,640
— — 131 — 369
90 677 344 9 3,700
— — — — 6,455
5,299 2,633 2,593 24 755,768
— — — — 95,279
— — — — 3,967
4,985 — — — 10,159
— — — — 19,372
— — — — 9,345
— — 191 — 191
74 556 283 8 2,759
5,059 556 474 8 141,072
10,358 3,189 3,067 32 896,840
15,023 476 5,805 — 102,315
— — — — 20,000
— — — — 427,805
9,828 (1,359) 10,368 560 (20,658)
$ 24,851 $ (883) $ 16,173 $ 560 $ 529,462
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State of South Carolina

Combining Statement of Revenues, Expenses,

and Changes in Fund Net Assets

INTERNAL SERVICE FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Central
Employee State Supplies
Insurance Insurance Accident General and
Reserve Programs Fund Services Equipment
Operating revenues:
Charges for SEIVICES.......uevviririieeie s ee e ee e e $ 98,611 $ 1,490,538 $ 87,678 $ 81,817 $ 10,457
Interest and other investment income..........c.cccooevveiiiieenens — — — 959 —
Licenses, fees, and PermitS..........ccccevvvverieeiieeeiieenieesee e — — — 5 —
Other operating reVENUES. ........coveeeiiririeeiieesieesieeeseeeeneeeens — 78,463 — — —
Total operating reVENUES........ccceviiieeeriee s 98,611 1,569,001 87,678 82,781 10,457
Operating expenses:
General operations and administration.............c.cccoeeveviieennee. 58,287 141,166 4,972 67,337 10,658
Benefits and Claims..........cocveiiiiniinecece e 20,518 1,329,600 88,981 — —
INEEIEST. ... — — — 9 —
Depreciation and amortization.............cceecevevieeeiieeneeesneennne 52 40 107 8,139 5
Other operating EXPENSES........cccuveiueerireeiieenieesieesieeeneeenens — — 4,800 787 14
Total operating eXPENSES......ccvveeeieieiiieerieesieeeieeesee e 78,857 1,470,806 98,860 76,272 10,677
Operating inCome (I0SS)....uceiuverieeriieeie e 19,754 98,195 (11,182) 6,509 (220)
Nonoperating revenues (expenses):
INTEreSt INCOME. ......iiiiiiceiie e 17,204 22,826 2,940 349 —
INEErESt EXPENSE.....viieiiiieeiiie ettt aee e — — — (1,856) —
Net other nonoperating revenues (EXpenses).........cccevveeeen. — — 613 117 —
Total nonoperating revenues (EXPENSES)......cccevvvveereeannns 17,204 22,826 3,553 (1,390) —
Income (loss) before other revenues and
EFANSTEIS ..ot 36,958 121,021 (7,629) 5,119 (220)
Capital CONHDULIONS........ooiviiiiie e — — — 48 —
TraNSTEIS IN.c.viieiiiceeee e 50,840 4,103 13,377 14,119 400
TrANSTEIS OUL....ceeviieiiie et (442) (370) — (11,407) —
Change in Net aSSetS.....cccvviierieiie e 87,356 124,754 5,748 7,879 180
Net assets (deficits) at beginning of year (restated)............ 77,010 159,004 (112,758) 138,067 1,521
Net assets (deficits) at end of year.........ccccovevevveveiiecciennenns $ 164,366 $ 283,758 $ (107,010) $ 145,946 $ 1,701
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Pension Other
Motor Adminis- Prison Internal
Pool tration Industries Service Totals
22,527 $ 19,027 $ 28,149 $ 397 $ 1,839,201
— — — — 959
— — — — 5
— — — — 78,463
22,527 19,027 28,149 397 1,918,628
15,790 18,703 27,295 224 344,432
_ _ — — 1,439,099
— — — — 9
5,015 242 408 — 14,008
— 113 1 — 5,715
20,805 19,058 27,704 224 1,803,263
1,722 (31) 445 173 115,365
— 189 — — 43,508
(308) — — — (2,164)
256 174 (950) — 210
(52) 363 (950) — 41,554
1,670 332 (505) 173 156,919
— — 50 — 98
11,439 3 — — 94,281
(10,128) (445) — (10) (22,802)
2,981 (110) (455) 163 228,496
21,870 (773) 16,628 397 300,966
24,851 $ (883) $ 16,173 $ 560 $ 529,462
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State of South Carolina

Combining Statement of Cash Flows

INTERNAL SERVICE FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

State
Insurance Accident General
Reserve Fund Services
Cash flows from operating activities:
Receipts from CUSIOMEIS. ......c.uuiiiiiiie et $ 65,118 18,032 —
Internal activity—payments from other funds............ccccceviiiniiicnne 41,011 71,068 81,676
Other operating cash receipts.... — 14,575 —
ClaIMS PAI.....creiieeirieiiieeie e s (27,367) (64,078) —
Payments to suppliers for goods and services..............cccocvveuriienen. (62,482) (5,328) (28,050)
Payments t0 EMPIOYEES.........ccooviiierieiereee e (3,314) (3,870) (30,645)
Internal activity—payments to other funds.............cccoovviiiiiinnn, (459) (7,311) (1,160)
Other operating cash PaYMENtS..........cccoceeiiieiiieiiieesie e — — (327)
Net cash provided by (used in) operating activities.................. 12,507 23,088 21,494
Cash flows from noncapital financing activities:
Principal payments received from other funds...........c.ccccocveniiennn. 3,371 — —
Principal payments made to other funds..........c.c.ccooovienieicicncnn — — (196)
Receipt of interest from other funds............c.ccoooiiiiiin, (755) — —
Loans received from other funds — — —
THANSTEIS IN. ..ttt e et e e etaeeeee 50,840 13,377 14,119
Transfers OUL..........cocviiiiiiici (442) — (11,407)
Net cash provided by (used in) noncapital
fiNANCING ACHIVITIES..ciiiiiiie i 53,014 13,377 2,516
Cash flows from capital and related financing activities:
Acquisition of capital @SSets..........ccerveiiriirieise s (6) (81) (4,108)
Principal payments on limited obligation bonds..............ccccceeininnn. — — (4,320)
Proceeds from issuance of capital debt...........ccccoeeeriiiiiniinennn. — — 1,385
Principal paid on capital debt and lease............cccccoccoeviiiiiciienene. — — (11,638)
Proceeds from sale or disposal of capital assets............ccccoeeveeennns — — —
Net cash used in capital financing activities..........cccccccevueennee. (6) (81) (18,681)
Cash flows from investing activities:
Proceeds from sales and maturities of investments................ccuue... 225,751 — —
Purchase of INVeSIMENLS...........ccoviviiiiieiec e (364,241) — —
INterest 0N INVESIMENTS.......ccviiiiiiiiiei e 33,777 2,667 1,243
Net cash provided by (used in) investing activities.................. (104,713) 2,667 1,243
Net increase (decrease) in cash and cash equivalents.................... (39,198) 39,051 6,572
Cash and cash equivalents at beginning of year (restated).............. 104,369 25,967 47,204
Cash and cash equivalents at end of year..........cccccceevvieniniincnnns $ 65,171 65,018 53,776
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State of South Carolina

Central
Supplies Pension Other
and Motor Adminis- Prison Internal
Equipment Pool tration Industries Service Totals
$ — $ — $ — $ 29,179 $ 397 $ 1,366,252
10,458 22,352 19,013 — — 494,902
— 313 238 74 — 67,365
— — — — — (1,418,906)
(10,840) (12,728) (5,155) (13,418) (39) (269,728)
— (1,540) (11,393) (17,082) (209) (73,608)
— (388) (1,834) (14) — (11,844)
— — — — — (327)
(382) 8,009 869 (1,261) 149 154,106
— — — — — 3,371
— — — — — (196)
— — — — — (755)
505 6,522 — — — 7,027
400 11,439 3 — — 94,281
— (10,128) (445) — (10) (22,802)
905 7,833 (442) — (10) 80,926
— (12,870) (220) (190) — (17,475)
— — — — — (4,320)
— — — — — 1,385
— — — (131) — (11,769)
— 819 — — — 819
— (12,051) (220) (321) — (31,360)
— — — — — 230,012
— — — — — (366,237)
— — 189 — — 60,784
— — 189 — — (75,441)
523 3,791 396 (1,582) 139 128,231
145 6,468 1,189 5,189 416 490,677
$ 668 $ 10,259 $ 1,585 $ 3,607 $ 555 $ 618,908

Continued on Next Page
. ____________________________________________________________________________________________________________________________________________|]
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State of South Carolina

Combining Statement of Cash Flows

INTERNAL SERVICE FUNDS (Continued)

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Employee State
Insurance Insurance Accident General
Reserve Programs Fund Services

Reconciliation of operating income (loss) to net cash
provided by (used in) operating activities:
Operating iNCOME (I0SS)....ccccuuriiaiiiieaiiiie et e e $ 19,754 $ 98,195 $ (11,182) $ 6,509
Adjustments to reconcile operating income (loss)
to net cash provided by (used in) operating activities:

Depreciation and amortization..............ccocvverieeriienee i 52 40 107 8,139
Other nonoperating revenues... — — 529 1,191
Other nonoperating EXPENSES. ......c..uieiiieiiiinee ettt — — — (895)
Effect of change in operating assets and liabilities:
Accounts receivable, Net............cocveoiiiiiiiii e 9,396 (4,522) (6,260) (184)
ACCIUE INEIEST.....ceiiiiiiieiiieit e — — — 28
Due from other funds — (4,347) — 3,065
INVENTOMIES. ...ttt — — — 8
Oher @SSELS.....eviiiiiieiieeeree e e e (1,106) — 1 —
Accounts payable...................cocoe. (306) 20 1,084 3,670
Accrued salaries and related EXPeNSES..........cceeieerieeiiieeniieesieenine 17 10 — 63
Accrued interest payable............cocooiiiiii — — — (100)
Retainages payable — — — (20)
POJICY ClaiMS......eiiiiiiiie e (13,468) 5,018 31,683 —
Due to Other fUNDS........cocooiiiiiice e — 282 — (102)
UNEArNed FEVENUES .........ooiuiiiiieiiie ittt (1,840) (5,117) 7,104 —
Compensated absences payable...........cccccoviiieiiiiieiniee e, 8 54 22 122
Net cash provided by (used in) operating activities.................. $ 12,507 $ 89,633 $ 23,088 $ 21,494
Noncash capital, investing, and financing activities:
Increase in fair value of iINVEStMENtS..........ccccevviieeeeeieiiicieeeeeeeeee $ 2,960 $ 240 $ — $ —
Decrease in investments for amortization and accretion.................. (13,472) — — —
Long-term debt fOorgiven...........ocoviieiiiiiiies e — — — 860
Total noncash capital, investing, and
fiNANCING ACHIVITIES..oii e $ (10,512) % 240 $ — $ 860
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Central
Supplies Pension Other
and Motor Adminis- Prison Internal
Equipment Pool tration Industries Service Totals

$ (220) $ 1,722 (31 3 445 $ 173 115,365
5 5,015 242 408 — 14,008

— — — — — 1,720
— 313 238 (900) — (1,244)
(6) 29 — (650) — (2,197)

— — 14) — — 14
56 (205) 11 (320) (18) (1,758)
(15) (1) — (172) — (180)

— — — — — (1,105)

(139) 1,145 320 466 — 6,260

— — 70 4) ?3) 153

— — — — — (100)

— — — — — (20)

— — — — — 23,233

(63) 3) (143) (527) @) (557)

— — — — — 147

— (6) 176 (7) (2) 367

$ (382) % 8,009 869 $ (1,261) $ 149 154,106
$ — $ — — $ — $ — 3,200
— — — — — (13,472)

— 430 — — — 1,290

$ — $ 430 — $ — $ — (8,982)
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State of South Carolina

Fiduciary Funds

Fiduciary funds include pension trust funds, investment trust funds, private-purpose trust funds, and agency funds.
Note 1b in the notes to the financial statements provides definitions of each of these fund types.

This subsection of the Comprehensive Annual Financial Report provides the following supplementary information for

the State’s fiduciary funds:

= Combining Statement of Plan Net Assets—Pension Trust Funds

= Combining Statement of Changes in Plan Net Assets—Pension Trust Funds

= Combining Statement of Fiduciary Net Assets—Private-Purpose Trust Funds

= Combining Statement of Changes in Fiduciary Net Assets—Private-Purpose Trust Funds

= Combining Statement of Fiduciary Net Assets—Agency Funds

= Combining Statement of Changes in Assets and Liabilities—Agency Funds

The State maintains only one investment trust fund, so no combining statements are necessary for that fund type. The
paragraphs below describe all other individual fiduciary funds that the State uses.

a. Pension Trust Funds

South Carolina Retirement System. This is a multiple-employer pension system that benefits employees of the State,
public schools, and political subdivisions of the State.

Police Officers' Retirement System. This is a multiple-employer pension system that benefits police officers and fire
fighters employed by the State or its political subdivisions.

General Assembly Retirement System. This is a single-employer pension system that benefits members of the South
Carolina General Assembly.

Judges' and Solicitors' Retirement System. This is a single-employer pension system that benefits the judges of the
State's Supreme Court, Court of Appeals, circuit courts, family courts, and the State's circuit solicitors.

National Guard Retirement System. The State administers this single-employer pension system that provides a
supplemental retirement benefit to members of the South Carolina National Guard. The State is a nonemployer contributor
to the system.

b. Private-Purpose Trust Funds

College Savings Plan Fund. The Future Scholar 529 College Savings Plan (the Plan), accounted for in this fund,
provides participant families a tax-advantaged method of saving for future college costs. A primary objective of both the
financial advisor program and the direct program within the Plan is to provide families with flexibility and professional
investment management in meeting their college savings objectives.

Other Private-Purpose Trust Funds. This fund accounts for monies the State has received as trustee under various trust
arrangements that specify how the principal and interest earnings must be used. In each case, all of the principal and income
benefit individuals, private organizations, or governments outside the State reporting entity; none of the monies may be used
for State purposes. The purposes to which the resources of these funds are dedicated include scholarships, the operation of
the equestrian center and activities at the Springdale Race Course (for the exclusive benefit of the Carolina Cup Racing
Association, Inc., a private nonprofit corporation), and the decommissioning of a low-level radioactive waste disposal facility
on behalf of Chem-Nuclear Systems, Inc., a for-profit corporation.

c. Agency Funds

Insurance Company Deposits Fund. This fund accounts for deposits which are required to be made by insurance
companies in lieu of surety bonds.

Payroll Clearing Fund. This fund accounts for employee deductions and contributions for the short period of time
between the issuance of payroll checks and payment to the proper recipient.

Other Agency Funds. Balances in these funds, aggregated for presentation purposes, represent amounts held for
prisoners and patients of State institutions, cash bonds, miscellaneous clearing accounts, and other deposits.
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State of South Carolina

Combining Statement of Plan Net Assets

PENSION TRUST FUNDS

June 30, 2007
(Expressed in Thousands)

ASSETS
Cash and cash

Receivables:

Contributions.

equivalents..........cccceevieennnn

Employer long-term...........cccoooveiiieennnnns
Accrued INterest........c.ocoeeeviieeeiniiieenieenn

Unsettled investment sales......
Other investment receivables..

Total receivables...........cccoccvvevieieeeeeiiinnn,

Due from other funds.........ccccceecvvveiinenens

Investments, at fair value:

United States
United States

government securities.........
government agencies and

government-insured securities.................

Corporate bonds......

Financial and
Equities.........

other..

Total investments...........ccccvvvveeeeeeeieccnnns

Invested securities lending collateral............

Capital assets,
Prepaid items..

Total assets..

LIABILITIES
Accounts paya
Accounts paya
purchases.....
Due to other fu

Deferred retirement benefits...

Securities lend
Other liabilities

(S

ble..ueieeiie e
ble—unsettled investment

(10 SR

ing collateral....

Total liabilities......ccccccceeeeevvciiiienne.

NET ASSETS

Held in trust for pension benefits....

Judges'
South Police General and National
Carolina Officers' Assembly Solicitors' Guard
Retirement Retirement Retirement Retirement Retirement
System System System System System Totals
$ 5314145 $ 708521 $ 10,481  $ 29,160 $ 2,614 $ 6,064,921
143,392 15,348 61 569 — 159,370
845 22 — — — 867
114,178 16,592 222 669 80 131,741
418,554 50,017 787 2,160 340 471,858
15,987 1,948 33 83 3 18,054
692,956 83,927 1,103 3,481 423 781,890
7,487 526 4 136 — 8,153
489,589 69,349 960 2,822 304 563,024
3,122,153 462,357 5,993 18,482 2,362 3,611,347
3,063,224 453,630 5,880 18,134 2,317 3,543,185
1,136,519 167,886 2,183 6,719 857 1,314,164
11,668,536 1,398,188 22,514 60,219 7,271 13,156,728
19,480,021 2,551,410 37,530 106,376 13,111 22,188,448
4,396,622 651,091 8,440 26,027 3,326 5,085,506
3,223 329 10 15 — 3,577
350 46 1 2 96 495
29,894,804 3,995,850 57,569 165,197 19,570 34,132,990
6,745 811 14 35 — 7,605
250,188 30,448 477 1,305 184 282,602
34,031 821 81 — — 34,933
641,750 — — — — 641,750
4,396,622 651,091 8,440 26,027 3,326 5,085,506
22,299 8,698 11 639 167 31,814
5,351,635 691,869 9,023 28,006 3,677 6,084,210
$ 24543,169 $ 3,303,981 $ 48546 $ 137,191 % 15,893 $ 28,048,780
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State of South Carolina

Combining Statement of Changes

IN Plan Net Assets
PENSION TRUST FUNDS

For the Fiscal Year Ended June 30, 2007

(Expressed in Thousands)

Additions:
Retirement contributions:
Employer.. .
EMPIOYEe......coiiiiiiiiiiieiec e

Total retirement contributions........................

Interest income and net appreciation
IN INVESIMENTS......coooiiiiiiiie e
INvestment eXPenSe.........ccceevvrveeerieeresiieeeeens

Net income from investing activities...............

Securities lending iINCOME...........cccooeerieenneens
Securities lending eXpense.........cccccveeeiieeeene

Net income from securities lending activities.
Total net investment income...................

Transfers between pension trust funds............
Transfers iN.......occeiiiicei e

Total additions

Deductions:

Regular retirement benefits............ccccoeiienns
Supplemental retirement benefits..
Deferred retirement benefits...........cccceevneeen.
Refunds of retirement contributions

tO MEMDErS. ..o
Group life insurance claims..........ccoceeveeennenne
Accidental death benefits...........cccocoveeiiinennns
Depreciation.............cc......
Administrative expense............ccccceuee. .
Transfers between pension trust funds............

Total deductions.........ccccceveeeeeviiciinennnnn.
Change in net assets ........ccccoeevvneene

Net assets at beginning of year...........cc.........

Net assets at end of year.........cccoeveiiiiiennnnnn.

Judges'
South Police General and National
Carolina Officers' Assembly Solicitors' Guard
Retirement Retirement Retirement Retirement Retirement
System System System System System Totals
$ 644350 $ 106,753 $ 2358 % 6,706 $ 3,948 $ 764,115
505,122 70,641 551 1,705 — 578,019
1,149,472 177,394 2,909 8,411 3,948 1,342,134
3,021,030 377,112 5,995 16,124 1,997 3,422,258
31,988 3,921 66 167 5 36,147
2,989,042 373,191 5,929 15,957 1,992 3,386,111
254,471 36,380 527 1,523 224 293,125
244,304 34,948 506 1,463 214 281,435
10,167 1,432 21 60 10 11,690
2,999,209 374,623 5,950 16,017 2,002 3,397,801
— 1,614 52 79 — 1,745
1,532 55 — — 50 1,637
4,150,213 553,686 8,911 24,507 6,000 4,743,317
1,505,080 180,135 5,935 10,348 2,926 1,704,424
1,532 55 — — — 1,587
240,580 — — — — 240,580
77,212 12,543 70 — — 89,825
15,948 1,919 5 381 — 18,253
— 1,198 — — — 1,198
107 11 — 1 — 119
16,402 2,168 34 91 59 18,754
1,745 — — — — 1,745
1,858,606 198,029 6,044 10,821 2,985 2,076,485
2,291,607 355,657 2,867 13,686 3,015 2,666,832
22,251,562 2,948,324 45,679 123,505 12,878 25,381,948
$ 3,303,981 $ 48546 $ 137,191 $ 15,893

$ 24,543,169

3 28,048,780
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State of South Carolina

Combining Statement of Fiduciary Net Assets

PRIVATE-PURPOSE TRUST FUNDS

June 30, 2007
(Expressed in Thousands)

ASSETS

Cash and cash equivalents...............

Receivables, net:
Accrued interest........ccccevvvvvvvvrnnnnns
Unsettled investment sales.............

INVeStMENtS........vvvviviiiiiie

Invested securities lending collateral

Other assets..........ccceeeevevvnnnvvvvnnnnnnns

Total asSetS....cccevveeeeeeieiiieieieinnn,
LIABILITIES

Accounts payable............ccccceeiieeinnns

Accounts payable—unsettled investment

PUrChases........cccceevvcivvieeee e

Securities lending collateral..............
Total liabilities.........ccccevviennnen.

NET ASSETS
Held in trust for other purposes

Totals

27,490

966

414
975,221
1,244
5,027

1,010,362

809

239
1,244

2,292

Other
College Private-Purpose
Savings Plan Trust
$ — $ 27,490
726 240
414 —
975,221 —
— 1,244
— 5,027
976,361 34,001
780 29
239 —
— 1,244
1,019 1,273
$ 975,342 $ 32,728

1,008,070
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State of South Carolina

Combining Statement of Changes

In Fiduciary Net Assets

PRIVATE-PURPOSE TRUST FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Totals

159
169,583
121,684

597

292,023

6,250
143
77

6,470

Other
College Private-Purpose
Savings Plan Trust
Additions:
Licenses, fees, and permits..........ccccccceveeeeveeevnennnn $ — $ 159
Tuition plan depoSitS........cccuvevieeiiiiiiiee e 169,583 —
INtEreSt INCOME.......uviiiiiiiiiirieeieieeee e 120,361 1,323
TranSfers iN......ooooiiiiiiiie e — 597
Total additioNS.......cvuviiiiiiieiiiee e 289,944 2,079
Deductions:
Administrative eXpense. ........cccuveeeeeriieeeeeeiiiieeeeenn 6,207 43
Payments in accordance with trust agreements..... — 143
Other EXPENSES. ......coiiiiiiiieiee e — 77
Total deductions...........ccoeeeeeeeccciniivinrieneees 6,207 263
Change in net assetsS......ccccooieeeeeiiiiieneenn. 283,737 1,816
Net assets at beginning of year ..........cccooceeee. 691,605 30,912
Net assets at end of year........cccoeoeeiiiiiienes $ 975,342 $ 32,728

285,553
722,517

1,008,070
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State of South Carolina

Combining Statement of Assets and Liabilities

AGENCY FUNDS

June 30, 2007
(Expressed in Thousands)

ASSETS

Cash and cash equivalents
Receivables, net:
Accounts.........ccceveveennn.

Investments....................

Securities held in lieu of surety bonds...................
Invested securities lending collateral ....................

Total assets

LIABILITIES

Accounts payable
Tax refunds payable
Intergovernmental payables
DepositS.......ccveeeeeriiinnnn.
Amounts held in custody for others
Securities lending collateral

Other liabilities

Total liabilities

Insurance
Company
Deposits
$ J—
293,468
$ 293,468
$ J—
293,468
$ 293,468

Payroll Other

Clearing Agency Totals
— $ 175,425 $ 175,425
29 5,895 5,924
— 1,478 1,478
— 2,866 2,866
50,085 5,856 55,941
— 29,598 29,598
— — 293,468
— 18,329 18,329
50,114 $ 239,447 $ 583,029
270 $ 16,736 $ 17,006
— 629 629
— 2,492 2,492
— 2,838 2,838
49,844 198,172 541,484
— 18,329 18,329
— 251 251
50,114 $ 239,447 $ 583,029
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State of South Carolina

Combining Statement of Changes

in Assets and Liabilities
AGENCY FUNDS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Balance Balance
July 1, 2006 Additions Deductions June 30, 2007
INSURANCE COMPANY DEPOSITS
Assets:
Cash and cash equivalents............ccccccooevieiinicnienens $ — $ 36,143 36,143 $ —
Securities held in lieu of surety bonds..............cccccceeens 329,611 — 36,143 293,468
TOtal ASSELS....viiiiiiii e $ 329,611 $ 36,143 72,286 $ 293,468
Liabilities:
Amounts held in custody for others..........c.ccccocvenirennnn. $ 329,611 $ — 36,143 $ 293,468
Total llabilitieS.....cccoeiiiiiiic $ 329,611 $ — 36,143 $ 293,468
PAYROLL CLEARING
Assets:
Cash and cash equivalents.............c.cccocceiiiiiiieiineen. $ 11,135 $ 1,075,849 1,086,984 $ —
Accounts receivable.............ccooovvoiiiiiiii 33 29 33 29
Due from other funds..........cccooiiiiiin e 47,821 50,085 47,821 50,085
TOtal @SSELS...coviiiiriiciiiiereee e $ 58,989 $ 1,125,963 1,134,838 $ 50,114
Liabilities:
Accounts payable...........ccovveiiiiiiien e $ 183 $ 270 183 $ 270
Amounts held in custody for others 58,806 930,107 939,069 49,844
Total liabilities......ccvveeveeeiiiiie e $ 58,989 $ 930,377 939,252 $ 50,114
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State of South Carolina

Combining Statement of Changes

in Assets and Liabilities
AGENCY FUNDS (Continued)

For the Fiscal Year Ended June 30, 2007

(Expressed in Thousands)

OTHER AGENCY
Assets:

Cash and cash equivalents...........cccocceevveiiieneenne
Accounts receivable...........coccviieiie i
Accrued interest receivable.............c.ccoceeeiiiieeennnn.
Taxes receivable..........ccocvvieiieiiieccciee e
Due from other funds.........ccccevvveiiee v,

Investments

Invested securities lending collateral......................

Total @SSEtS..uuiiiiiiiiiiiiiiieeeee e

Liabilities:

Accounts payable...........cccooiiiiiiii e
Tax refunds payable...........cccoeviiiiiniiniiece,
Intergovernmental payables.............cccocoeeiiiiiinnnns
DEPOSIES. ..ottt

Amounts held in custody for others.
Securities lending collateral............

Other liabilitieS...........cooeiiiiiiiieee e

Total liabilitieS.....ccccccvvveeiiiee e,

TOTALS--ALL AGENCY FUNDS
Assets:

Cash and cash equivalents...........cccocceevveiiieneeene
Accounts receivable...........ccccvvviiii e
Accrued interest receivable.............ccccoceeeiiiieeennnn.

Taxes receivable................
Due from other funds...
INVESTMENTS....uuiiiiiiiiiee e

Securities held in lieu of surety bonds.....................
Invested securities lending collateral......................

Total @SSEtS..uuiiiiieiiiiiciiiiiiee e

Liabilities:

Accounts payable.........c.covieeiiiiiieee e
Tax refunds payable...........cccooeiiiiiiiiiieee
Intergovernmental payables...........ccccoceeniiiiiennenne
DEPOSIES. ..ttt
Amounts held in custody for others.............c.ccceeee

Securities lending collateral............
Other liabilities....

Total liabilitieS.....c.ccocvveeiiee e,

Balance Balance
July 1, 2006 Additions Deductions June 30, 2007
154,141 2,327,038 2,305,754 $ 175,425
8,717 6,622 9,444 5,895
808 1,478 808 1,478
2,667 2,866 2,667 2,866
11,950 5,856 11,950 5,856
32,026 — 2,428 29,598
14,989 18,329 14,989 18,329
225,298 2,362,189 2,348,040 $ 239,447
18,380 17,727 19,371 $ 16,736
1,082 629 1,082 629
2,252 2,492 2,252 2,492
3,271 2,838 3,271 2,838
185,324 1,960,960 1,948,112 198,172
14,989 18,329 14,989 18,329
— 251 — 251
225,298 2,003,226 1,989,077 $ 239,447
165,276 3,439,030 3,428,881 $ 175,425
8,750 6,651 9,477 5,924
808 1,478 808 1,478
2,667 2,866 2,667 2,866
59,771 55,941 59,771 55,941
32,026 — 2,428 29,598
329,611 — 36,143 293,468
14,989 18,329 14,989 18,329
613,898 3,524,295 3,555,164 $ 583,029
18,563 17,997 19,554 $ 17,006
1,082 629 1,082 629
2,252 2,492 2,252 2,492
3,271 2,838 3,271 2,838
573,741 2,891,067 2,923,324 541,484
14,989 18,329 14,989 18,329
— 251 — 251
613,898 2,933,603 2,964,472 $ 583,029
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State of South Carolina

Discretely Presented Component Units

Note 1a in the notes to the financial statements explains the relationship of component units to the primary government
and the differences between blended component units and discretely presented component units. Note 1b in the notes to the
financial statements explains that the State has designated four of its discretely presented component units as major
component units. Government-wide financial statements for each of the four major component units are included in the
basic financial statements (immediately preceding the notes to the financial statements).

This subsection of the Comprehensive Annual Financial Report provides the following supplementary information for
the State’s nonmajor discretely presented component units:

= Combining Statement of Net Assets—Nonmajor Discretely Presented Component Units
= Combining Statement of Activities—Nonmajor Discretely Presented Component Units
= Balance Sheet—South Carolina First Steps to School Readiness Board of Trustees

= Statement of Revenues, Expenditures, and Changes in Fund Balances—South Carolina First Steps to School
Readiness Board of Trustees

The paragraphs below describe the State’s nonmajor discretely presented component units;

The Clemson University Foundation is a non-profit, tax-exempt public charity that was established to raise and manage
private gifts for the advancement and benefit of Clemson University.

The University of South Carolina Educational Foundation (the Foundation) is an eleemosynary corporation operating for
the benefit and support of the University of South Carolina. The Foundation establishes and implements long-range fund
raising programs to assist in the expansion and improvement of the educational functions of the University.

The South Carolina Medical Malpractice Liability Joint Underwriting Association (the Association) was established to
provide medical malpractice insurance on a self supporting basis. The financial information presented in the accompanying
supplemental information is for the Association’s fiscal year ended December 31, 2006.

The South Carolina First Steps to School Readiness Board of Trustees (First Steps) was established in 1999 as a non-
profit, tax-exempt corporation under Section 501(c)(3) of the Internal Revenue Code. The corporation was created
specifically to carry out the objectives of The South Carolina First Steps to School Readiness Act and to lessen the burdens
on government by overseeing the South Carolina First Steps to School Readiness initiative for improving early childhood
development.

The State presents fund financial statements for First Steps, a nonmajor discretely presented component unit, because
that organization does not issue separately audited financial statements of its own. First Steps uses accounting principles that
apply to special revenue funds. As such, it uses the current financial resources measurement focus and the modified accrual
basis of accounting.

The Children’s Trust Fund of South Carolina, Inc. (the Fund) is a non-profit, tax-exempt organization under Section
501(c)(3) of the Internal Revenue Code. The Fund’s purpose is to stimulate innovative prevention and treatment
programming to meet critical needs of South Carolina’s children by awarding grants to private non-profit organizations. The
financial information presented in the accompanying supplemental information is for the Fund’s fiscal year ended
December 31, 2006.
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State of South Carolina

Combining Statement of Net Assets

NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS

June 30, 2007
(Expressed in Thousands)

South Carolina

University of Medical Malpractice
Clemson University South Carolina Liability Joint
Foundation Educational Foundation Underwriting Association
ASSETS
Current assets:
Cash and cash equivalents............cccccvvvereervniennns $ 13,457 $ 8,657 $ 3,560
INVESIMENTS. ....iiiiiiiiiiiieee e — 17,409 67,581
Invested securities lending collateral........................ — — —
Receivables, net:
ACCOUNTS.......ooiiiiiiiiiiii e 262 102 359
CoNntribULIONS. ... 2,680 6 —
AcCrued INTErest........cccvvvvivierieieiee e — — 733
Due from Federal government and other grantors.... — — —
Due from primary government...........cccceevveeneeeenen. — — —
Restricted assets:
Cash and cash equivalents...........cccoceevveiiienneene 16,925 — —
Prepaid items...........ccccevnee — — 146
Other current assets... 318 — —
Deferred charges..........coovvieiiiieiiniieceseee e — — 1,704
Total current assets..........ccocvvvevinenieenc e, 33,642 26,174 74,083
Long-term assets:
Receivables, net:
ACCOUNTS. ..ottt 1,939 — —
Contributions... 26,951 11,278 —
Investments................ 394,048 289,274 —
Other long-term assets............... 12 — —
Non-depreciable capital assets... 8,971 — —
Depreciable capital assets, net... 405 34 295
Total long-term assets.........ccocvveeviieeeiniieeeniieennn 432,326 300,586 295
Total @SSetS...ocoiieiiiiee e 465,968 326,760 74,378
LIABILITIES
Current liabilities:
Accounts payable...........cccooiiiiiiiii e 307 1,308 441
Accrued salaries and related expenses... — — —
Intergovernmental payables.............ccccoeiiiiiiiennnnnn. — — —
Policy claims.......cccccceevvveennne — — 45,000
Due to primary government.............cccceee.. 98,386 31,206 —
Deferred revenues and deferred credits.................... 354 — 25,019
Securities lending collateral...............c........ — — —
Accounts payable from restricted assets.... 226 — —
Compensated absences payable.............cccceevieenne — — —
Other current liabilities................... — 447 —
Total current liabilities. ..o 99,273 32,961 70,460
Long-term liabilities:
Policy Claims........cooiiiiieiiie e — — 157,368
Amounts held in custody for others...........cc.ccccu..... 2,659 — 73
Compensated absences payable............ccccevneenne — — —
Other long-term liabilities............cccceeeviieeeiiee e, 7,601 2,832 —
Total long-term liabilities...........cccoceriiiiiiiieens 10,260 2,832 157,441
Total llabilitieS.......cccoeviiii e, 109,533 35,793 227,901
NET ASSETS (DEFICIT)
Invested in capital assets, net of related debt........... 9,376 34 294
Restricted, expendable:
EdUCAtION.......cooviiiiiicccec 135,398 78,221 —
Other....eeiiiiieeee e — — 2,082
Restricted, nonexpendable, education...................... 178,625 133,152 —
UNrestricted. ........ooiiiiiiiiiiie e 33,036 79,560 (155,899)
Total net assets (deficit).......ccoovevvieiiiiiieennnn, $ 356,435 $ 290,967 $ (153,523)
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State of South Carolina

South Carolina
First Steps to

School Readiness Children's Trust

Board of Trustees Fund of S.C., Inc. Totals
$ 7,386 $ 112 $ 33,172
— 874 85,864
901 — 901
766 — 1,489
— 3 2,689
78 — 811
— 19 19
1 — 1
— — 16,925
— — 146
— — 318
— — 1,704
9,132 1,008 144,039
— — 1,939
— — 38,229
— — 683,322
— — 12
— — 8,971
2 — 736
2 — 733,209
9,134 1,008 877,248
159 — 2,215
63 1 64
13 — 13
— — 45,000
8 — 129,600
— — 25,373
901 — 901
_ _ 226
40 — 40
—_ — 447
1,184 1 203,879
— — 157,368
— — 2,732
34 — 34
— — 10,433
34 — 170,567
1,218 1 374,446
2 — 9,706
7,914 — 221,533
— 254 2,336
— — 311,777
— 753 (42,550)
7,916 $ 1,007 $ 502,802
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State of South Carolina

Combining Statement of Activities

NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Clemson University Foundation..............cccceeeecveeeennn.

University

of South Carolina Educational

FouNdation............coociiiiiiii e
South Carolina Medical Malpractice Liability

Joint Underwriting Association...........ccccoecveeeeennns
South Carolina First Steps to School Readiness

Board Of TrUSLEES......ccciiiiiiieiiiiiee e

Children's
Totals

Trust Fund of S.C., InC......coovvvvvieeeeeeeenns

Program Revenues

Operating Net

Charges for Grants and (Expense)

Expenses Services Contributions Revenue
$ 15,802 $ — $ 71,024 $ 55,222
21,760 — 67,192 45,432
57,981 50,392 2,950 (4,639)
20,367 — 27,303 6,936
276 — 331 55
$ 116,186 $ 50,392 $ 168,800 $ 103,006
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Net Assets (Deficit)

Net Assets (Deficit)

Beginning of Year End of Year
301,213 $ 356,435
245,535 290,967
(148,884) (153,523)
980 7,916
952 1,007
399,796 $ 502,802

State of South Carolina
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State of South Carolina

Balance Sheet

SOUTH CAROLINA FIRST STEPS TO SCHOOL READINESS
BOARD OF TRUSTEES

June 30, 2007
(Expressed in Thousands)

ASSETS
Cash and cash eqUIVAIENTS.............uiiiii e $ 7,386
Invested securities lending collateral.............cc.eoioiiiiiiiiiiie e 901
ACCOUNTS FECRIVADIE. ... s e e e 766
Accrued INterest reCeIVaDIE.............oooviiiiii 78
Due from primary QOVEIMMENT..........uuiiiiiiiieeeiiiiie ettt e sttt e st e s st e e s snbee e e e eneees 1
TOtAl ASSBES ..ttt as $ 9,132
LIABILITIES AND FUND BALANCE
Liabilities:
ACCOUNTS PAYADIE. ... et e e e e e e ae e e e nees $ 159
Accrued salaries and related eXpenditures...........cccvvvveveeee s 63
Intergovernmental Payables. ...........oio i 13
Due to Primary gOVEINIMENT........uuuiiiieeeeieiiitrtreeeeeeeesssssarrrreeeeeeesssssnrarreeraaeeessnansnes 8
Securities lending Collateral.............ocueiiiiiiiiiiii e 901
TOtAl lIADIITIES ..ce it 1,144
Fund Balance:
Unreserved, UNdeSIgNAted..........cuii it e e e 7,988
Total liabilities and fund balance...........ccccco $ 9,132
Reconciliation of the Balance Sheet to the Combining Statement of Net Assets
Nonmajor Discretely Presented Component Units
Total fund DAIANCE .....ccveeeieiee e $ 7,988
Amounts reported for First Steps in the Combining Statement of
Net Assets are different because:
Capital assets used in governmental activities are not financial
resources and therefore are not reported in the Balance
Sheet. These assets consist of:
Capital ASSELS.....cccvvieiiiieciiee ittt $ 46
Accumulated depreciation...............ooveeereiiieees e (44)
Total capital 8SSetS.........ueeiiiieiiiiiii e 2
Compensated absences payable are not due and payable
in the current period and therefore are not reported in the
Balance Sheet.........cooii i (74)
NEE ASSELS 1ieieiiiiiie et se e e rtee e st e e e et e e st e e snaeeentaeesreeesnneeans $ 7,916
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State of South Carolina

Statement of Revenues, Expenditures,

and Changes in Fund Balance

SOUTH CAROLINA FIRST STEPS TO SCHOOL READINESS
BOARD OF TRUSTEES

For the Fiscal Year Ended June 30, 2007
(Expressed in Thousands)

Revenues:
Interest and other investment iINCOME........ccociiiiiiiiiiiiie e, $ 540
State operating grants and CONraCtS........cccccvvveeiiniiciiiiieee e 26,072
CoNtriBULIONS......cc e ——————————— 689
L@ {1 PP PPUPRPROTPPRPN 2
TOtal FEVENUES ..o i 27,303
Expenditures:
CUITENt: EQUCALION.......ceiiiiiiiiiiiiieiiii s s s s e e e e e e e e e e e e e e e aaaaaaeas 3,078
Ta10=T 0 o) VZ=T ] 0 =T o] - | SRR 17,358
Total EXPENAITUIES...ueiiiee e e e e 20,436
Excess of expenditures OVEr rEVENUES.........ceevvieeeieiiiiiiiieeiieee e e s sssieienneeeeens 6,867
Fund balance at beginning of year.......ccccccccv i 1,121
Fund balance at end Of Y ar.......cccccvvee i $ 7,988

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balance to the Combining Statement of Activities
Nonmajor Discretely Presented Component Units

Net change in fund balanCe .........ccoooeiiiiiii e $ 6,867

Amounts reported for First Steps in the Combining Statement of
Activities are different because:

Capital outlays are reported as expenditures in the governmental fund.
However, in the Combining Statement of Activities the cost of
capital assets is allocated over their useful lives as depreciation
expense. In the current period this amount is:
DEPrecCiation EXPENSE. .....cccueiiiiieeiee e ettt e e e e e et e e e e e e e eeeeas (2)

Compensated absences expenses reported in the Combining Statement
of Activities do not require the use of current financial resources and
therefore are not reported as expenditures in the governmental fund.

Decrease in compensated absences payable...........cccccccovvviiviiinnnn.n, 71
Change iN Nt ASSELS. ... e e e $ 6,936
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State of South Carolina

Statistical Section

This section of the Comprehensive Annual Financial Report provides additional information as a context for
understanding what the information in the financial statements, note disclosures, and required supplementary information

says about the State of South Carolina’s overall financial health.

CONTENTS

Financial Trends

These schedules contain trend information to help the reader understand how the State’s financial
performance and well-being have changed over time.

Revenue Capacity

These schedules contain information to help the reader assess the State’s most significant revenue sources,
the personal income tax and the retail sales tax.

Debt Capacity

These schedules present information to help the reader assess the affordability of the State’s current levels
of outstanding debt and the State’s ability to issue additional debt in the future.

Demographic and Economic Information

These schedules offer demographic and economic indicators to help the reader understand the environment
within which the State’s financial activities take place.

Operating Information

These schedules contain service and capital asset data to help the reader understand how the information in
the State’s financial report relates to the services the State provides and the activities it performs.

SOURCES

Unless otherwise noted, the information in these schedules is derived from the State’s Comprehensive
Annual Financial Report for the relevant fiscal year.

Page

198

212

218

238

244

197



State of South Carolina

Net Assets by Component

Last Six Fiscal Years ?
(Accrual basis of accounting, expressed in thousands)

Governmental activities
Invested in capital assets, net of related debt...........
TS 1 (o1 = o 1

UNFeStriCted. ......coiiiiiiiiiiiiiie e
Total governmental activities net assets.................

Business-type activities
Invested in capital assets, net of related debt...........
] 1 o1 (= o 1
UNFESHICIEA. ... .uvvviiieiiiee e
Total business-type activities net assets................

Primary government
Invested in capital assets, net of related debt...........
RESTICIEA. ...t

UNreStricted. .. . ooii e e,
Total primary government net assetS..........ceeen....

For the Fiscal Year

2002 2003 2004
$ 7,621,846 $ 8,077,945 $ 8,534,931
2,431,538 2,385,607 2,445,033
(1,002,579) (1,103,579) (960,949)
$ 9,050,805 $ 9,359,973  $ 10,019,015
$ 1,551,604 $ 1,648,504 $ 1,695,208
1,291,069 1,187,558 1,186,958
159,956 217,017 270,380

$ 3,002,629 $ 3,053,079 $ 3,152,546
$ 9,173,450 $ 9,726,449  $ 10,230,139
3,722,607 3,573,165 3,631,991
(842,623) (886,562) (690,569)

$ 12,053,434  $ 12,413,052  $ 13,171,561

& Accrual-basis financial information for the State as a whole is available beginning with the fiscal year ended
June 30, 2002, the year GASB Statement 34 was implemented.

Note: Certain fiscal year data has been restated for consistency.

Source: South Carolina Comptroller General's Office
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State of South Carolina

Ended June 30

2005 2006 2007

$ 8877813 $ 9,371,744 $ 9,706,055
2,735,158 3,089,099 3,498,173
(172,175) 445,362 603,503

$ 11,440,796  $ 12,906,205  $ 13,807,731
$ 1,778,072 $ 1,973,060 $ 2,133,862
1,232,819 1,253,359 1,406,468
360,037 442,758 594,033

$ 3,370,928 $ 3,669,177 $ 4,134,363
$ 10,655,885  $ 11,344,804  $ 11,839,917
3,967,977 4,342,458 4,904,641
187,862 888,120 1,197,536

$ 14,811,724  $ 16,575,382  $ 17,942,094
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State of South Carolina

Changes in Net Assets

Last Six Fiscal Years ?
(Accrual basis of accounting, expressed in thousands)

For the Fiscal Year

2002 2003 2004
Expenses
Governmental activities:
General QOVEINMENL..........ceeeiiiiee e $ 1,749,351 $ 1,485,190 $ 1,587,442
BEAUCALION. .....eiiiiiiieiee e 920,695 1,110,675 1,228,354
Health and enviroNMEeNt...........cccooovviiieinie e 3,888,356 4,240,170 4,588,137
SOCIAl SEIVICES.....eeiiiiiiiiiie ettt 798,409 846,818 942,591
Administration of JUSHICE..........ccccvuviieeiee e 693,478 676,157 628,227
Resources and economic development..........ccccccooevuvivieeeenn. 221,644 202,982 192,000
QLI 1) 0o 2 11 o] o PSS 340,405 473,086 531,667
Intergovernmental e, 3,807,548 3,686,361 3,813,383
Unallocated interest EXPENSE........ccovvcvvvrieieieeeeeiiisieneeeeeeeen 71,883 76,130 67,614
Total governmental activities eXpenses......ccccccvveciivieeeeeenn. 12,491,769 12,797,569 13,579,415
Business-type activities:
Higher edUuCatioN............ceeeiiiiiiiiiieiee e 2,270,359 2,460,589 2,527,649
Higher education institution SUPPOIt..........cceeeeeriiiiiiiiiiieeeenaennn. 717,480 728,103 757,252
Unemployment compensation benefits.........ccccccevvvviviinnnnnn. 526,954 546,389 493,619
Financing of housing facilities..............ccccvvvviviiiiiiiiiiiiininns 125,422 133,632 137,671
Medical malpractice INSUranCe...........ccccvvveereeeeesiiciiiinieeeeeeeennn 78,949 50,113 30,733
Financing of student loans.............cccccovvvvviiiiiivieeeiviieiniaes 36,748 41,409 39,641
Tuition prepayment Program..........ccccerreereeeeeeesssssiereeeeeseeeaenns 33,862 27,208 30,620
Patriots Point development...........cccuviiiiiieaiiniiieeeeeee e 6,717 6,986 6,976
INsurance Claims ProCeSSING......ccccvivvirirrieeeieeeeeiisrrinrereeeeeeens 1,467 1,603 1,586
(@1 1= SRR T R PPPPTPPRPRR 28,362 25,452 22,659
Total business-type activities eXpenses.........cccccvvveveveeernnnns 3,826,320 4,021,484 4,048,406
Total primary government eXpenses.......ccccuveeeeeeeeerininvvennen. 16,318,089 16,819,053 17,627,821
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State of South Carolina

Ended June 30

2005 2006 2007 °
$ 1,727,612 2,650,722 3,434,216
1,280,791 2,452,623 4,078,954
4,767,155 6,025,626 4,897,060
992,960 1,347,522 1,152,324
629,185 873,911 742,064
197,351 276,968 371,918
664,125 1,166,910 1,018,800

3,848,454 — _

67,705 100,109 108,401
14,175,338 14,894,391 15,803,737
2,679,238 2,871,493 3,120,278
800,151 881,583 965,686
366,820 365,091 390,087
147,021 150,626 158,031
47,432 52,598 24,809
43,567 61,472 61,537
26,653 38,849 8,100
6,638 6,911 7,061
1,655 1,536 1,553
29,055 24,172 27,458
4,148,230 4,454,331 4,764,600
18,323,568 19,348,722 20,568,337

Continued on Next Page
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State of South Carolina

Changes in Net Assets (Continued)

Last Six Fiscal Years ?
(Accrual basis of accounting, expressed in thousands)

For the Fiscal Year

2002 2003 2004
Program Revenues
Governmental activities:
Charges for services:
General QOVEINMENL........c..cveeiiiiiee e st e $ 1,233,641 $ 1,020,219 $ 1,231,619
Other aCtiVItIES........uiiiiiiieeeee e 511,095 480,021 368,240
Operating grants and contributions..............cccccvvvvereee i, 4,472,482 5,139,624 5,656,373
Capital grants and contributions.............cccccciiiiiii s 514,815 516,167 584,722
Total governmental activities program revenues................. 6,732,033 7,156,031 7,840,954
Business-type activities:
Charges for services:
Higher education............ccccociiiiiiiiiiiicec e, 1,290,521 1,543,441 1,724,447
Higher education SUPPOIt...........cevvveeeiiiiiiiiiiiireeee e ssseveeeeeeas 708,450 742,754 769,118
Unemployment compensation benefits.............ccccccnnnnnnnn. 266,678 374,112 367,632
Other aCtiVItIES......cccvviiirie e 136,854 153,085 148,827
Operating grants and contributions..............ccccviiieiieeinniinns 523,672 429,283 422,971
Capital grants and contributions...........ccccccevviiiiiiiininee s 29,635 47,381 47,136
Total business-type activities program revenues................ 2,955,810 3,290,056 3,480,131
Total primary government activities program revenues...... 9,687,843 10,446,087 11,321,085
Net Expenses
Governmental actiVItiesS..........uuciiiiiiiiiiii e (5,759,736) (5,641,538) (5,738,461)
BUSINESS-type aCtiVItIES......uuvveiiiiiee e (870,510) (731,428) (568,275)
Total primary government net eXpense.........occcuveeeeeeeeeenenne (6,630,246) (6,372,966) (6,306,736)
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State of South Carolina

Ended June 30

2005 2006 2007

$ 1,390,695 $ 1,530,670 $ 1,617,400

425,896 472,511 453,957
6,052,454 5,773,902 5,848,554
650,384 621,512 503,633
8,519,429 8,398,595 8,423,544
1,858,869 2,000,940 2,116,206
833,452 905,000 984,723
309,975 333,423 339,715
171,522 176,324 173,689
419,672 478,462 577,625
55,166 74,224 86,807
3,648,656 3,968,373 4,278,765
12,168,085 12,366,968 12,702,309
(5,655,909) (6,495,796) (7,380,193)
(499,574) (485,958) (485,835)
(6,155,483) (6,981,754) (7,866,028)

Continued on Next Page
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State of South Carolina

Changes in Net Assets (Continued)

Last Six Fiscal Years ?
(Accrual basis of accounting, expressed in thousands)

General Revenues and Other Changes in Net Assets

Governmental activities:
Taxes:
Individual INCOME taX....cccceii i
Retail sales and USE taX..........cccvvvvreiieeeee i
(@)1 =T v= DT PR
Unrestricted grants and contributions...........ccccccceovvivvvvnnen.
Unrestricted investment inCOMEe..........ccccccveeeeevevciinieeeee e,
Tobacco legal settlement..........ccccceveeeeiiiici e,
Other FEVENUES.......uuiiiiiiee e et e e e e
TrANSTEIS. ..t

Total governmental actiVitieS.......cccccvveiiiiiiiiiiiiiieie e,

Business-type activities:
Special and extraordinary items............cccccvveeeeeeee e iecciieeen,
TrANSTEIS. ..t

Total business-type activitieS.........cccuveeeeiiiiiiiiiiiieeeee

Total primary government.......cccccvveeeeeieccciveieeeee e

Change in Net Assets
Governmental aCtiVItIES........c..uuviieiiieiei e
BuSINess-type acCtiVities...........eeeeiiiiiiiiiiiiiiice e

Total primary government.......ccccveeeeeeeievccciiieeeee e

For the Fiscal Year

2002 2003 2004
2,357,050 $ 2,282,464 $ 2,416,437
2,788,909 2,820,520 3,009,485
1,271,326 1,323,521 1,390,893
37,744 82,721 80,333
79,119 29,535 18,723
88,290 80,042 74,180
70,137 71,621 75,967
(862,126) (782,874) (668,515)
5,830,449 5,907,550 6,397,503
(6,851) (996) (773)
862,126 782,874 668,515
855,275 781,878 667,742
6,685,724 6,689,428 7,065,245
70,713 266,012 659,042
(15,235) 50,450 99,467
55478 $ 316,462 $ 758,509

* Accrual-basis financial information for the State as a whole is available beginning with the fiscal year ended June 30,

2002, the year GASB Statement 34 was implemented.

b Beginning with the fiscal year ended June 30, 2007, intergovernmental expenses are no longer reported as a function
in the government-wide statements. The 2006 amounts have been reclassified to reflect this reporting change.

Note: Certain fiscal year data has been restated for consistency.

Source: South Carolina Comptroller General's Office
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State of South Carolina

Ended June 30

2005 2006 2007

$ 2,762,538 $ 3,156,028 $ 3,349,358

3,221,466 3,613,754 3,803,732
1,469,701 1,753,214 1,787,974
26,391 18,664 15,642
32,628 69,438 134,196
73,231 67,841 79,912
71,090 67,012 61,926
(714,238) (784,746) (951,021)
6,942,807 7,961,205 8,281,719
(556) (539) —

714,238 784,746 951,021
713,682 784,207 951,021
7,656,489 8,745,412 9,232,740
1,286,898 1,465,409 901,526
214,108 298,249 465,186

$ 1,501,006 $ 1,763,658 $ 1,366,712
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State of South Carolina

Fund Balances
GOVERNMENTAL FUNDS

Last Ten Fiscal Years

(Modified accrual basis of accounting, expressed in thousands)

For the Fiscal Year

1998 1999 2000 2001
General Fund
RESEIVEM......ooeeiiiiiiee e $ 286945 $ 335,038 $ 388,139 $ 153,079
UNreserved.......ccooceevveeeeeeiviieieeeeeeeeivinn, (109,468) 31,360 33,297 (173,802)
Total General Fund...........ccccoevveiiiiieeenne 177,477 366,398 421,436 (20,723)
All other governmental funds
RESErVed......ccoovviiiieieiiiiiiee e 204,427 350,722 556,474 875,445
Unreserved, reported in:
Special revenue funds.............cceevvvnnn. 940,885 1,351,951 1,260,987 2,308,638
Capital projects fund.............ccoeeeveennnn.n. 64,290 91,507 105,214 125,157
Permanent funds ®...........cccccoeveveennn. — — — —
Total all other governmental funds......... 1,209,602 1,794,180 1,922,675 3,309,240
Total fund balances,
governmental funds..........cccccvvviennnnnes $ 1,387,079 $ 2,160,578 $ 2,344,111 $ 3,288,517

@ Prior to fiscal year 2002, activities of the permanent funds were reported in nonexpendable trust funds which

are not included in the schedule.

Note: Certain fiscal year data has been restated for consistency.

Source: South Carolina Comptroller General's Office
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State of South Carolina

Ended June 30

2002 2003 2004 2005 2006 2007
$ 67611 $ 57982 $ 90,605 $ 142662 $ 280,169 $ 413,157
(207,562) (204,352) (97,632) 345,437 833,676 679,780
(139,951) (146,370) (7,027) 488,099 1,113,845 1,092,937
1,521,120 1,644,870 1,902,990 1,942,261 2,027,383 2,153,086
1,435,046 1,083,312 961,307 1,224,530 614,501 1,454,483
112,525 104,289 178,711 183,763 307,633 240,134
579 839 970 983 496,290 1,070
3,069,270 2,833,310 3,043,978 3,351,537 3,445,807 3,848,773
$2,929,319  $2,686940  $3,036951  $3,839,636  $4559,652  $ 4,941,710
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State of South Carolina

Changes in Fund Balances
GOVERNMENTAL FUNDS

Last Ten Fiscal Years
(Modified accrual basis of accounting, dollars in thousands)

Revenues
Taxes:

Licenses, fees, and PermitS........ccccoiiiuiiiiiiiieeiieeiiieeee e
Interest and other investment iNCOME...........ccccoiiiiiiiiiiiiiiieeeees
FEABIAL ..o
Local and private grantS...........oo i
SEALE GraNTS....cciiiiiiii i
Departmental SEIVICES. ........uuuiiiiiiieiiiieiee e
CONLIDULIONS. ..t e e
Fines and penalties. .........ooo i
Tobacco legal settlement.........ccoeeeeiiiiiiiii e,

Expenditures
Current:
General QOVEINMENT.........uuiii ittt
EAUCALION. ....ciiiiiiiiie e
Health and environmMent.............coooiiiiiieiiiiee e
SOCIAl SEIVICES. .. uuiiieiiiiiie ettt e
Administration Of JUSHICE.........cccuvviiiiiie e
Resources and economic development..........cccccoovvvcviiieeeneeenn.
TraNSPOMAION. ...cciieei ittt e e e e e e e e
Capital QULIAY..........vveeieieee e
Debt service:
Principal retir€mMent...........oovvveeiiiiiecee e
Interest and fiscal charges...........ccccvveeeiiee e
IntergovernmMental.............eeevvveei i

Total eXPeNitUIES...ccoii i

1998

1999

2000

$ 2,103,799

$ 2,282,509

$ 2,453,465

2,304,004 2,521,264 2,676,686
1,190,605 1,274,366 1,227,671
281,242 290,530 306,067
130,385 122,314 155,992
3,226,589 3,470,068 3,722,415
540,048 539,864 539,856
155,526 200,386 251,523
61,744 76,512 69,017

— — 96,274
81,749 80,686 84,214
10,075,691 10,858,499 11,583,180
352,065 355,558 422,935
318,558 355,927 403,453
3,121,887 3,443,809 3,600,808
662,912 648,689 674,353
592,556 632,872 694,845
160,242 159,546 180,403
281,021 303,824 518,584
461,153 504,814 583,761
110,076 90,786 107,621
51,132 55,193 81,632
3,032,018 3,262,640 3,874,298
9,143,620 9,813,658 11,142,693
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State of South Carolina

For the Fiscal Year Ended June 30

2001 2002 2003 2004 2005 2006 2007
2,492,877 $ 2,340,840 2,287,989 2,408,756 2,765,012 3,127,734 $ 3,337,312
2,705,207 2,771,191 2,817,138 2,996,073 3,225,931 3,631,350 3,805,628
1,244,551 1,244,487 1,292,376 1,373,468 1,437,920 1,740,273 1,762,708

309,017 270,005 390,390 415,445 462,186 493,527 519,707

246,987 194,743 157,858 75,349 122,958 157,015 273,949
4,180,091 4,596,726 5,014,039 5,659,928 5,975,208 5,949,905 5,770,911

— 9,299 9,330 9,183 9,924 11,448 9,715

— — — — 3,469 65 —
564,562 638,330 703,823 668,252 640,350 727,251 638,441
159,803 178,427 335,846 534,455 681,174 406,031 373,238
74,959 82,893 81,532 105,601 107,197 111,480 113,340
73,747 88,291 86,313 74,180 73,231 67,841 79,912
100,828 121,945 124,038 86,796 84,203 98,457 126,857
12,152,629 12,537,177 13,300,672 14,407,486 15,588,763 16,522,377 16,811,718

488,865 491,678 475,705 533,227 613,314 633,822 857,359

443,540 485,133 632,906 652,102 680,676 752,980 811,465
4,200,086 4,218,410 4,512,620 4,931,105 5,129,240 5,143,590 5,243,672

720,602 803,313 844,927 874,703 999,624 1,048,720 1,143,967

716,462 644,270 644,896 574,404 582,748 637,444 698,429

198,351 180,203 162,798 154,066 179,635 198,445 231,468

324,207 435,384 559,466 614,220 629,430 779,985 742,299

663,500 627,588 525,284 531,822 607,683 623,365 342,857

139,977 185,031 231,533 220,265 243,050 250,785 264,967

102,435 226,568 236,281 239,553 252,889 257,609 254,938
4,132,596 4,530,261 4,469,022 4,594,739 4,678,620 4,985,632 5,113,092

12,130,621 12,827,839 13,295,438 13,920,206 14,596,909 15,312,377 15,704,513

Continued on Next Page
]
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State of South Carolina

Changes in Fund Balances
GOVERNMENTAL FUNDS (Continued)

Last Ten Fiscal Years
(Modified accrual basis of accounting, dollars in thousands)

1998 1999 2000
Excess of revenues over (under) expenditures........ccccecevevveeeens $ 932,071 $ 1,044,841 $ 440,487
Other financing sources (uses)
Bonds and NOteS ISSUE...........covviiiiiiiiiiiie e 86,525 560,827 657,748
Refunding bonds iSSUEd...........cccvviiiiiiie e — — —
Premiums on bonds iSSUEd..........c.ueviiiiiiiiiiiiiie e — — —
Discounts on bonds iSSUEd............eeeviiiiiiiiiiiiiie e — — —
Capital [EASES.....ciieee e ———— 417 7,448 151
Payments to refunded bond escrow agent........cccccceeevveviviieennnnnn. — — —
TrANSTEIS IN. et 127,597 115,326 209,991
L= U153 (=T 6o 10 OSSR (870,319) (949,994) (1,144,753)
Total other financing sources (USeS).....ccccceeeveeeeeiiieieeeeeeeeeeeeee, (655,780) (266,393) (276,863)
Increase (decrease) in reserve for inventories ®.................eee.e. (437) (4,949) 779
Net change in fund balanCes..........oooiiiiiiiie $ 275,854 $ 773,499 $ 164,403
Debt service as a percentage of
b b b

noncapital eXpPendituUresS......cccccceeevieiiciiiiiiie e

& Effective July 1, 2001, the State began applying the consumption method to its inventories in governmental funds,

rather than the purchases method.

® Debt service as a percentage of noncapital expenditures calculations is available beginning with the fiscal year

ended June 30, 2002, the year GASB Statement 34 was implemented.

Note: Certain fiscal year data has been restated for consistency.

Source: South Carolina Comptroller General's Office
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State of South Carolina

For the Fiscal Year Ended June 30

2001 2002 2003 2004 2005 2006 2007
$ 22,008 $ (290,662) $ 5234 $ 487,280 $ 991,854 $ 1,210,000 $ 1,107,205
1,992,249 646,571 492,895 467,795 303,820 289,475 306,991
— — 105,415 524,860 448,160 221,045 102,015
— 14,858 11,323 11,334 41,225 22,222 9,456
— (1,461) — — — — (8)
315 140 1,088 — 700 250 —
— — (106,267) (524,606) (332,801) (241,235) (118,350)
261,620 348,088 408,663 552,574 205,963 488,833 384,755
(1,311,278) (1,207,429) (1,160,730) (1,206,111) (915,263) (1,270,574) (1,410,006)
942,906 (199,233) (247,613) (174,154) (248,196) (489,984) (725,147)
(5,119) — — — — — —
$ 959,795 $ (489,895) $ (242,379) $ 313,126 $ 743,658 $ 720,016 $ 382,058
b 3.5% 3.7% 3.5% 3.6% 3.5% 3.4%
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State of South Carolina

Personal Income by Industry

Last Ten Calendar Years
(Dollars in millions)

Sources 1997 1998 1999 2000
Farm €arningsS.........cccuveeeeeiiieieeeeiiriee e s esrree e e ssinenee e $ 474 3 341 % 418 $ 489
Agricultural services, forestry, fishing, and other........ 366 413 452 472
1Y 1T 1T T SRR 92 89 96 96
(O00] a15) 1 ¥ 1110 o PR 4,017 4,495 4,839 5,083
ManNUfaCtUNNG.........cvvieiiiiiiiic e 14,437 14,899 14,701 15,443
Transportation and public utilities.............ccccccvvvnnnnnes 3,234 3,437 4,416 4,771
Wholesale trade.........ooeuvieiiieie s 2,884 3,231 3,543 3,718
Retail trade........cooovvveeiiiiiiiee e 6,340 6,750 7,224 7,418
Finance, insurance, and real estate.............cccovvevnen.. 3,447 3,877 4,336 4,484
SBIVICES. .eeiiieiiiiiie ettt ettt e e et e e e e 12,529 13,799 14,899 15,998
Federal government, civilian..............ccccccoevvvveeeneennee. 1,613 1,678 1,739 1,874
IMITIEATY e 1,792 1,857 2,051 2,167
State and local government..........cccooeevveeiiiiieeeeenn. 8,420 8,987 9,649 10,428
Other & e 21,359 23,001 23,353 25,829
Total personal iNCOME.........ccovvuveeeieeeiiiee e $ 81004 $ 86854 $ 91,716 $ 98,270
Average effectiverate  ............ccoeeviiiiiiiiineennn, 2.3% 2.3% 2.2% 2.1%

Includes dividends, interest, rental income, residence adjustment, government transfers to individuals, and deductions
for social insurance.

The employment classification coding system changed from the Standard Industrial Code basis to the North American
Classification System in calendar year 2001. Prior calendar years were not reclassified.

The total direct tax rate for personal income is not available. Average effective rate equals total personal income tax liability
divided by total personal income.

Information not yet available.

Source: U.S. Department of Commerce, Bureau of Economic Analysis
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State of South Carolina

Calendar Year

2001° 2002 2003 2004 2005 2006
$ 587 $ 190 $ 563 $ 580 $ 486 $ 434
366 332 346 343 352 373
98 92 98 104 107 111
5,243 5,248 5,483 5,853 6,358 7,068
14,522 14,781 15,183 14,993 15,230 15,542
3,104 3,158 3,294 3,611 3,777 4,014
3,179 3,305 3,323 3,684 4,115 4,480
6,178 6,281 6,444 6,714 7,042 7,339
4,788 5114 5,431 5,645 6,082 6,586
21,353 22,055 23,012 24,946 26,477 28,157
1,841 1,984 2,023 2,220 2,331 2,496
2,210 2,483 2,798 3,087 3,314 3,445
10,853 11,256 11,671 12,210 12,995 13,713
27,145 27,767 27,534 29,358 32,063 34,533
$ 101,467 $ 104,046 $ 107,203 $ 113,348 $ 120,729 $ 128,291

2.2% 2.1% 2.1% 2.2% 2.2%

d
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State of South Carolina

Taxable Sales by Industry

Last Eight Fiscal Years?
(Expressed in millions)

For the Fiscal Year

Sources 2000 2001 2002 2003
Retail trade........c.oooovvieviiieiieeeeeeeeee e, $ 33814 $ 32845 $ 33980 % 34,692
SEIVICES. ..unieiete e 4,279 4,213 4,119 4,222
Transportation, communication, and utilities...... 2,945 3,420 3,533 3,587
Wholesale trade...........ccooeevveiiiiiiiiieeiieeeeen, 3,231 3,105 3,002 3,041
Other.. e 930 902 843 863
Total taxable sales......cccooovvveeiiiiiiiiiieee, $ 45199 $ 44485 $ 45477 % 46,405
Percent Distribution of Taxable Sales by Industry
Last Eight Fiscal Years®

For the Fiscal Year

Sources 2000 2001 2002 2003
Retail trade........c..ooovvieviiiiiiieiiieeeee e 74.8% 73.8% 74.7% 74.8%
SBIVICES . cuuiit it 9.5% 9.5% 9.1% 9.1%
Transportation, communication, and utilities...... 6.5% 7.7% 7.8% 7.7%
Wholesale trade.........ccoooeveviiviiiiieieee e, 7.1% 7.0% 6.6% 6.5%
O NBI e 2.1% 2.0% 1.8% 1.9%
Total taxable saleS.......ccooviveviiviiiiiiieeee, 100.0% 100.0% 100.0% 100.0%
Sales tax rate......oveeeeeee e, 5.0% 5.0% 5.0% 5.0%

a8 Information for periods prior to fiscal year 2000 is not available.

Excludes the 2% accommodations tax and the local option sales tax; includes the 4% retail sales tax (5% beginning June

1, 2007) and 1% Education Improvement Act sales tax.

Note: Due to confidentiality issues, the names of the ten largest sales tax revenue payers are not available. The categories
presented are intended to provide alternative information regarding the sources of the State's sales tax revenues.

Source: South Carolina Department of Revenue
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State of South Carolina

Ended June 30

2004 2005 2006 2007

$ 38118 $ 41,133 $ 44258 $ 47,331

4,552 4,747 5,172 5,426
4,054 4,175 4,682 5,041
2,950 3,173 3,466 2,851
1,073 1,390 1,781 1,935

$ 50,747 $ 54618 $ 59359 $ 62,584

Ended June 30

2004 2005 2006 2007

75.1% 75.3% 74.6% 75.6%
9.0% 8.7% 8.7% 8.7%
8.0% 7.6% 7.9% 8.1%
5.8% 5.8% 5.8% 4.5%
2.1% 2.6% 3.0% 3.1%
100.0% 100.0% 100.0% 100.0%
5.0% 5.0% 5.0% 6.0%
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State of South Carolina

Personal Income Tax Rates

Last Ten Calendar Years

Average
Tax Tax Number Income Brackets Effective
Year Rates of Brackets Low High Rate?®
1997 2.5% —7.0% 6 $ 2,280 $ 11,400 2.3%
1998 2.5% —7.0% 6 2,310 11,550 2.3%
1999 2.5% —7.0% 6 2,340 11,700 2.2%
2000 2.5% —7.0% 6 2,360 11,800 2.1%
2001 2.5% —7.0% 6 2,400 12,000 2.2%
2002 2.5% —7.0% 6 2,440 12,200 2.1%
2003 2.5% — 7.0% 6 2,460 12,300 2.1%
2004 2.5% —7.0% 6 2,500 12,500 2.2%
2005 2.5% — 7.0% 6 2,530 12,650 2.2%
2006 2.5% —7.0% 6 2,570 12,850 b

# The total direct tax rate for personal income is not available. Average effective rate equals total personal income
tax liability divided by total personal income.

b Not yet available.

Note: The legislature can raise the sales or income tax rates by legislation; no vote of the populace is required.
The State's personal income tax brackets are adjusted each year for inflation.

Source: South Carolina Department of Revenue
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State of South Carolina

Personal Income Tax Filers and Liability by Income Level

Calendar Years 2005 and 1996

(Dollars, except Income Level, expressed in thousands)

2005 ?
Personal

State Taxable Number Percentage Income Tax Percentage

Income Level of Filers of Total Liability of Total
$100,001 and higher 68,007 3.5% $ 1,088,678 40.3%
$75,001 - $100,000 51,773 2.7% 269,727 10.0%
$50,001 - $75,000 127,435 6.7% 456,564 16.9%
$25,001 - $50,000 287,719 15.1% 570,003 21.1%
$10,001 - $25,000 356,077 18.7% 270,437 10.0%
$10,000 and lower 1,015,980 53.3% 48,050 1.7%
Total 1,906,991 100.0% $ 2,703,459 100.0%

1996
Personal

State Taxable Number Percentage Income Tax Percentage

Income Level of Filers of Total Liability of Total
$100,001 and higher 29,445 1.7% $ 434,629 25.4%
$75,001 - $100,000 23,746 1.4% 122,614 7.2%
$50,001 - $75,000 81,965 4.8% 283,171 16.5%
$25,001 - $50,000 281,465 16.7% 533,331 31.1%
$10,001 - $25,000 388,482 23.0% 281,392 16.4%
$10,000 and lower 886,683 52.4% 57,658 3.4%
Total 1,691,786 100.0% $ 1,712,795 100.0%

# Information for 2006 not yet available.

Note: Due to confidentiality issues, the names of the largest personal income tax payers are not

available. The categories presented are intended to provide alternative information regarding the sources
of the State's individual income tax revenues.

Source: South Carolina Department of Revenue
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State of South Carolina

Ratios of Outstanding Debt by Type

Last Ten Fiscal Years
(Dollars in thousands unless otherwise indicated)

1998 1999 2000 2001
Governmental Activities
General obligation bonds...........cccccoceveiiiii e, $ 951,577 $ 1,139,782 $ 1,392,192 $ 2,054,526
Limited obligation bonds...........cccccccvvveiiiciiee e, 35,569 38,206 35,175 34,003
Tobacco Authority bonds...........ccccceeeviciiiee e — — — 934,530
Infrastructure Bank bonds............ccccooiiiiiicie — 275,000 574,275 832,575
ReVENUE DONAS........cccuiiiiiiiiiiiee e — — — —
NOtES PaYADIE.......eeveiee e 2,865 2,299 5,429 7,026
Capital [EaSEeS.......cccviiiiiriiiiie e 17,759 15,593 12,646 10,042
Total governmental activities..........cccccvvevvciiieee e, 1,007,770 1,470,880 2,019,717 3,872,702
Business-Type Activities
General obligation bonds............cccocveeviiiiee e, 84,465 78,305 99,945 96,310
General obligation bonds anticipation notes payable.... — — — —
REVENUE DONAS......coiiiiiiiieiieiieeee e 1,079,103 1,100,686 1,266,445 1,283,584
Revenue bonds anticipation notes payable................... — — — —
Notes payable...........ccocviiiiiiiie e 152,673 167,012 184,651 176,703
Certificates of participation payable...............cccccvveennneee. 21,466 20,698 19,882 19,010
Capital [EaSEeS.......ccceiiiieiiiiie s 22,993 33,201 48,109 47,782
Total business-type activitieS..........ccccvveeeviciiieeeiiiiiiee e 1,360,700 1,399,902 1,619,032 1,623,389

Total primary government.........cccoocueeeeeiiiiieeee e $ 2,368,470

$ 2,870,782

$ 3,638,749

$ 5,496,091

Debt as a percentage of personal income................... 2.7%

Debt per capita expressed in actual dollars................ $604

® Not yet available.

Source: South Carolina Comptroller General's Office

3.1%

$722

3.7%

$904

5.4%

$1,353
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For the Fiscal Year Ended June 30

2002 2003 2004 2005 2006 2007
$ 2,204,129  $ 2,239,207  $ 2,266,261  $ 2,298253  $ 2,405119  $ 2,214,865
30,597 27,040 23,304 19,392 15,291 10,985
902,920 869,870 845,630 820,905 796,900 769,755
1,193,046 1,463,582 1,725,514 1,947,393 1,917,706 2,162,973
— 26,034 24,802 23,521 22,169 41,044
4,398 7,395 8,884 10,311 21,021 15,622
8,185 4,106 3,256 2,856 1,894 939
4,343,275 4,637,234 4,897,651 5,122,631 5,180,100 5,216,183
134,235 208,968 242,740 230,423 249,514 356,795
8,400 — — — — —
1,417,382 1,480,054 1,542,828 2,312,032 2,532,352 2,709,144
16,400 28,025 44,310 9,345 6,855 4,500
157,216 163,134 207,276 224,080 249,674 253,357
18,036 13,525 — — — —
46,633 65,445 54,585 52,555 44,987 46,069
1,798,302 1,959,151 2,091,739 2,828,435 3,083,382 3,369,865
$ 6,141,577  $ 6,596,385  $ 6,989,390  $ 7,951,066  $ 8,263,482  $ 8,586,048
5.9% 6.2% 6.2% 6.6% 6.4% a
$1,498 $1,592 $1,666 $1,872 $1,912 a




State of South Carolina

Ratios of General Bonded Debt Outstanding

Last Ten Fiscal Years
(Dollars in thousands unless otherwise indicated)

Governmental Activities
Capital improvement bonds. ..o
State highway bonds...........cccoiiiiie e,
State school facilities bonds..........ccccoiiiiii
Infrastructure Bank bonds...........cccoovvveiiiiiiii i
State economic development bonds............cccuveeeeiiiiiiiniiiiiinnen.
Research university infrastructure bonds............cccccvcvveeeeiiiinns

Total governmental activities........cccceeeveviiiiiie

Business-Type Activities

State INStitution BONAS.........eeeviiiiiie e,

Total primary governmMent.......ccccceveeeeeiiccciiieeeee e

Debt as a percentage of personal income...........occccvvvveeeeennnns

Debt per capita expressed in actual dollars..........cccccvevveeeennns

& Not yet available.

Source: South Carolina Comptroller General's Office

1998 1999 2000

$ 813,712 $ 806,237 $ 815,252
137,865 333,545 326,940

— — 250,000
951,577 1,139,782 1,392,192
84,465 78,305 99,945

$ 1,036,042 $ 1,218,087 $ 1,492,137
1.2% 1.3% 1.5%

$264 $306 $371
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For the Fiscal Year Ended June 30

2001 2002 2003 2004 2005 2006 2007

$ 893,941 $ 931,044 $ 919,382 $ 917,949 $ 801,626 $ 693,815 $ 603,762

672,135 651,135 630,730 609,939 725,434 699,669 663,582
488,450 621,950 689,095 650,565 611,126 567,873 523,305
— — — 60,333 58,785 57,171 55,491

— — — 27,475 101,282 238,109 227,992

— — — — — 148,482 140,733
2,054,526 2,204,129 2,239,207 2,266,261 2,298,253 2,405,119 2,214,865
96,310 134,235 208,968 242,740 230,423 249,514 356,795

$ 2,150,836 $ 2,338,364 $ 2,448,175 $ 2,509,001 $ 2,528,676 $ 2,654,633 $ 2,571,660

2.1% 2.2% 2.3% 2.2% 2.1% 2.1% a

$530 $570 $591 $598 $595 $614 a
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State of South Carolina

Computation of Legal Debt Margin
June 30, 2007
(Expressed in Thousands)

Section 59-107-90 of the South Carolina Code of Laws states that the maximum amount of annual debt
service on institution bonds for each institution shall not exceed ninety percent of the sums received from tuition
fees for the preceding fiscal year.

Section 57-11-240 of the South Carolina Code of Laws and Article X, Section 13 of the South Carolina
Constitution state that highway bonds may be issued if such bonds are additionally secured by a pledge of
revenues designated by the General Assembly for State highway purposes from taxes or licenses imposed for
using the public highways of the State. The maximum annual debt service on all highway bonds shall not exceed
fifteen percent of the proceeds received from the designated revenues for the fiscal year next preceding.

Section 11-51-50 of the South Carolina Code of Laws states that the issuance of gieneral obligation bonds of
the State must be limited so that the maximum annual debt service on all general obligation bonds of the State
(excluding highway bonds, State institution bonds, tax anticipation notes, and bond anticipation notes) may not
exceed six percent of the general revenues of the State for the fiscal year next preceding (excluding revenues
which are authorized to be pledged for state highway bonds and state institution bonds).

Section 11-41-60 states that the maximum annual debt service on economic development bonds may not
exceed one-half of one percent of the general revenues of the State for the fiscal year next preceding (excluding
revenues which are authorized to be pledged for state highwat; bonds and state institution bonds).

Section 11-51-50 also states that the maximum annual debt service on research university infrastructure bonds
may not exceed one-half of one percent of the ?eneral revenues of the State for the fiscal year next preceding
(excluding revenues which are authorized to be pledged for state highway bonds and state institution bonds).

INSTITUTION BONDS

Prior Year 90% Maximum
Institution Revenues Computation Debt Service Margin

The Citadel ... $ 585 $ 527 $ 258 $ 269
Clemson UnivVersity.....cccoeeeeienciiiecenrannns 8,733 7,860 6,025 1,835
Coastal Carolina University...........cccceu.e. 1,688 1,519 1,435 84
College of Charleston.........cccoceeierrcenenne 1,230 1,107 573 534
Francis Marion University...........cc.ccceuenee.. 212 191 156 35
Lander University.......cccovveenenneeecneneeenns 15,098 13,588 1,383 12,205
Medical University of South Carolina...... 39,038 35,134 5,128 30,006
South Carolina State University®......... 2,446 2,201 2,731 (530)
University of South Carolina..................... 15,707 14,136 11,287 2,849
Winthrop University.........ccooeevnncreieneneenes 5,638 5,074 3,059 2,015
Central Carolina Technical College........ 765 689 202 487
Midlands Technical College..................... 1,800 1,620 1,395 225
Tri-County Technical College................... 1,078 970 735 235

TOLAIS ottt ee et eaeen $ 94,018 $ 84,616 $ 34367 $ 50,249

HIGHWAY BONDS

2005-2006 Budgetary General Fund revenues pledged for highway bonds............cc.cooeiiiiiiiiininnennnn. $ 51,111
2005-2006 other revenues pledged for highway bBonds............coiiiiiiiii e 589,745
2005-2006 revenues pledged for highway DONOS. ..........oiiuiiiii e 640,856
15% of 2005-2006 revenues pledged for highway bonds.............cooooiiiiiiiii 96,128
Less: maximum annual debt senice for highway bonds P ............ccooiiiiiiiiie oo 71,766
Legal debt service margin at June 30, 2007--highway bonds...........ccoooiiiiiii $ 24,362

222



State of South Carolina

Computation of Legal Debt Margin (Continued)
June 30, 2007
(Expressed in Thousands)

GENERAL OBLIGATION BONDS (EXCLUDING INSTITUTION BONDS, HIGHWAY BONDS,

AND ANTICIPATION NOTES)

2005-2006 Budgetary General FUNG FEVEBNUES .........cuuuiutiiiii ettt e et e e e e e e e
Less: 2005-2006 Budgetary General Fund revenues pledged for highway bonds ©...........................
2005-2006 net Budgetary General FUNA FEVENUES...........iiuieiiie e ea e e e
6% of 2005-2006 net Budgetary General FUN FEVENUES.........ccuiuniiuiiieii e

Less: maximum annual debt service for general obligation bonds

excluding institution and highway bonds and bond anticipation notes 9 ..............cccccoevvviiveeeennn.n.

Legal debt service margin at June 30, 2007--general obligation bonds

excluding institution and highway bonds and bond anticipation notes..............coooceveiiieinnnn.

ECONOMIC DEVELOPMENT BONDS

2005-2006 Budgetary General FUNG FEVENUES .........ccuuiutiiii ettt e ettt e e et e ea e e e
Less: 2005-2006 Budgetary General Fund revenues pledged for highway bonds ©...........................

2005-2006 net Budgetary General FUNA FEVEBNUES...........iiuiiiiiei e e e e eene e

0.5% of 2005-2006 net Budgetary General Fund revenues
Less: maximum annual debt senice for economic development bonds ¢

Legal debt service margin at June 30, 2007--economic development bonds............cccocevevinnnnn.

RESEARCH UNIVERSITY INFRASTRUCTURE BONDS

6,226,027
51,111

6,174,916

370,495

225,409

145,086

6,226,027
51,111

6,174,916

30,875
21,284

9,591

2005-2006 Budgetary General FUNG FEVENUES .........cuuuiutiiii et et e et et e e et e ea e e eanaes
Less: 2005-2006 Budgetary General Fund revenues pledged for highway bonds ©..........................

2005-2006 net Budgetary General FUNA FEVENUES...........oiuiiiiiei e e e e e e ee e e

0.5% of 2005-2006 net Budgetary General Fund revenues
Less: maximum annual debt senice for research university infrastructure bonds ¢

Legal debt service margin at June 30, 2007--research university infrastructure bonds

6,226,027
51,111

6,174,916

30,875
13,882

16,993

& South Carolina State University exceeded its legal debt service limit on its State institution bonds by approximately $530
thousand at June 20, 2007. The University will adjust tuition fees in subsequent years to cover the debt requirement.

P As of June 30, 2007, the maximum annual debt service will occur in the fiscal year ending June 30, 2009.

C

bonds and anticipation notes.

d As of June 30, 2007, the maximum annual debt service will occur in the fiscal year ending June 30, 2008.

Source: South Carolina Comptroller General’'s Office

For the fiscal year ended June 30, 2007, there were no net Budgetary General Fund revenues pledged for State institution
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State of South Carolina

Legal Debt Margin Information

Last Ten Fiscal Years
(Dollars in thousands)

1998 1999 2000

State Institution Bonds ®
The Citadel

Debt service IMitation...........oocueiioiiiiie e $ — 439 439

Debt service applicable to limit..........cccccoeeiiiiiiiiiieee e — 206 206
Legal debt margin at JUNE 30.........ceuviiiieiiiiiiiiieeiee e $ — 233 233
Legal debt margin as a percentage of debt service limitation................ — 53.1% 53.1%
Clemson University

Debt service lIMitation............ccoveiiiiieiiee s $ — 77,977 77,977

Debt service applicable to lIMit...........ooiiiii e — 1,542 1,542
Legal debt margin at JUNe 30.........oooiiiiiiiiiiii e $ — 76,435 76,435
Legal debt margin as a percentage of debt service limitation................ — 98.0% 98.0%
Coastal Carolina University

Debt service IMitation...........oocueiiiiiiiii e $ — 19,231 527

Debt service applicable to limit..........ccccceeeiiiiiiiiiii e — 343 343
Legal debt margin at JUNE 30.........cevvivieeiiiiiiiiiieiee e $ — 18,888 184
Legal debt margin as a percentage of debt service limitation................ — 98.2% 34.9%
College of Charleston

Debt service lIMitation............ccoveiiiviieiiie e $ — — —

Debt service applicable to lIMit...........cooiiiiii e — — —
Legal debt margin at JUNE 30.........ooeiiiiiiiiiiiiiie e $ — — —
Legal debt margin as a percentage of debt service limitation................ — — —
Francis Marion University

Debt service IMitation...........oocueiiiiiiiii e $ — — —

Debt service applicable to limit.........ccccceeiiiiiiiii e — — —
Legal debt margin at JUNE 30.........eeeviveeeiiiiiiiiieece e e $ — — —
Legal debt margin as a percentage of debt service limitation................ — — —
Lander University

Debt service lIMitation............ccovviiiiie e $ — — —

Debt service applicable to lIMit...........ccooiiiiii e — — —
Legal debt margin at JUNE 30.........eooviiiiiiiiiiie e $ — — —
Legal debt margin as a percentage of debt service limitation................ — — —
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State of South Carolina

2001 2002 2003 2004 2005 2006 2007

449 $ 475 $ 505 $ 503 $ 506 $ 515 $ 527

206 461 460 460 457 457 258
243 $ 14 $ 45 $ 43 $ 49 $ 58 $ 269
54.1% 2.9% 8.9% 8.5% 9.7% 11.3% 51.0%

3,211 $ 3,893 $ 4,359 $ 6,188 $ 6,193 $ 6,408 $ 7,860

1,542 1,542 4,046 4,800 4,800 4,800 6,025
1669 $ 2351 % 313 $ 1388 $ 1393 $ 1608 $ 1835
52.0% 60.4% 7.2% 22.4% 22.5% 25.1% 23.3%
519 $ @ — $ 757 $ 778 $ 871 $ 1210 $ 1519
340 — 696 696 696 696 1,435
179 $ — $ 61 $ 82 3 175 $ 514 $ 84
34.5% — 8.1% 10.5% 20.1% 42.5% 5.5%
— $  — $ 2250 $ 3776 $ 3793 $ 1,186 $ 1,107
— — 573 573 573 573 573
— $  — $ 1677 $ 3203 $ 3220 $ 613 $ 534
— — 74.5% 84.8% 84.9% 51.7% 48.2%
— $ — $ — $ — $ — $ 185 $ 191
— — — — — 156 156
— $ — $ — $ — $ — $ 29 $ 35
— — — — — 15.7% 18.3%
— $  — $  — $ 10771 $ 11,107 $ 12,342 $ 13,588
— — — 788 775 1,388 1,383
— $ — $  — $ 9983 $ 10332 $ 10954 $ 12,205
— — — 92.7% 93.0% 88.8% 89.8%

Continued on Next Page
|
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State of South Carolina

Legal Debt Margin Information (Continued)

Last Ten Fiscal Years
(Dollars in thousands)

1998 1999 2000

State Institution Bonds ®
Medical University of South Carolina

Debt service lIMItation............ocveiieeiie e — 6,843 $ 7,578

Debt service applicable to liMit..........ccccceeeiiiiiiiiiie e — 1,453 3,631
Legal debt margin at JUNE 30........cccuveieiiiiiiec e $ — 5390 $ 3,947
Legal debt margin as a percentage of debt service limitation................ — 78.8% 52.1%
South Carolina State University

Debt SErvice lIMItation............c.ccveeuiiiciice ettt — — $ —

Debt service applicable to lIMit...........cccoiiiiii e — — —
Legal debt margin at JUNE 30.........oooviiiiiiiiiiiiiie e $ — — $ —
Legal debt margin as a percentage of debt service limitation................ — — —
University of South Carolina

Debt service IMItation............ocviiiee i — 5937 % 6,448

Debt service applicable to limit..........ccccceeeiiiiiiiii e — 4,361 4,361
Legal debt margin at JUNE 30........cccuveeiiiiiiiee e $ — 1576 $ 2,087
Legal debt margin as a percentage of debt service limitation................ — 26.5% 32.4%
Winthrop University

Debt service lIMitation............ccovviiiiiieiiee e — 504 $ 594

Debt service applicable to lIMit...........ooiiiii e — 406 406
Legal debt margin at JUNe 30.........oooiiiiiiiiiii e $ — 188 $ 188
Legal debt margin as a percentage of debt service limitation................ — 31.6% 31.6%
Central Carolina Technical College

Debt service lIMItation............ocuviiiie i — 3,083 % 2,840

Debt service applicable to limit..........ccccceeeiiiiiiiii e — 202 202
Legal debt margin at JUNE 30........cccveeiiiiiiiec e $ — 2881 $ 2,638
Legal debt margin as a percentage of debt service limitation................ — 93.4% 92.9%
Greenville Technical College

Debt service IMiItation...........oocvviiiiiiiiie e — 12,961 $ 14,298

Debt service applicable to lIMit...........ooiiiii e — 124 118
Legal debt margin at JuNe 30.........oooiiiiiiiiii e $ — 12,837 $ 14,180
Legal debt margin as a percentage of debt service limitation................ — 99.0% 99.2%
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State of South Carolina

2001 2002 2003 2004 2005 2006 2007

7,520 $ 9,266 $ 10,369 $ 10,385 $ 18,806 $ 29,856 $ 35,134

3,631 4,300 4,938 5,776 5,747 5,657 5,128
3889 $ 4966 $ 5431 $ 4609 $ 13059 $ 24199  $ 30,006
51.7% 53.6% 52.4% 44.4% 69.4% 81.1% 85.4%
— $  — $ 611 $ 610  $ 656 S 963 $ 2201
— — 318 318 318 318 2,731
— $  — $ 203 $ 202 $ 338 $ 645 $  (530)
— — 48.0% 47.9% 51.5% 67.0% -24.1%

7,026 $ 7,651 $ 8,794 $ 9,009 $ 10,316 $ 12,704 $ 14,136

4,361 6,987 6,522 7,054 7,054 7,054 11,287
2,665 $ 664 $ 2,272 $ 1,955 $ 3,262 $ 5,650 $ 2,849
37.9% 8.7% 25.8% 21.7% 31.6% 44.5% 20.2%
878 $ 798 $ 1,071 $ 1,399 $ 2,969 $ 4,244 $ 5,074
568 665 910 1,318 1,318 3,077 3,059
310 $ 133 $ 161 $ 81 $ 1,651 $ 1,167 $ 2,015
35.3% 16.7% 15.0% 5.8% 55.6% 27.5% 39.7%

203 $ 243 $ 655 $ 763 $ 743 $ 759 $ 689

202 202 202 202 202 202 202
1 3% 41§ 453 % 561 $ 541 $ 557 $ 487
0.5% 16.9% 69.2% 73.5% 72.8% 73.4% 70.7%
148 $ 161 5 — $  — $  — $  — $ —
112 106 — — — — —
36 $ 5 0$  — $  — $ — s — s
24.3% 34.2% — — — — —

Continued on Next Page
—
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State of South Carolina

Legal Debt Margin Information (Continued)

Last Ten Fiscal Years
(Dollars in thousands)

1998 1999 2000

State Institution Bonds ®
Midlands Technical College

Debt service IMitation...........oocueiiiiiiiiie e $ — 12,018 12,903

Debt service applicable to liMit..........cccccoeeiiiiiiiiiiie e — 832 832
Legal debt margin at JUNE 30.........ceuviiiieiiiiiiiiieeiee e $ — 11,186 12,071
Legal debt margin as a percentage of debt service limitation................ — 93.1% 93.6%
Tri-County Technical College

Debt service Imitation.............cceeiiiiiii i $ — 752 904

Debt service applicable to lIMit...........cooiiiiii e — 735 735
Legal debt margin at JUNe 30.........ooeiiiiiiiiii e $ — 17 169
Legal debt margin as a percentage of debt service limitation................ — 2.3% 18.7%
Trident Technical College

Debt service IMitation...........occueiiiiiiiii e $ — 9,547 10,220

Debt service applicable to limit.........ccccceeeiiiiiiiiiie e — 413 413
Legal debt margin at JUNE 30.........cevvivieeiiiiiiiiiieiee e $ — 9,134 9,807
Legal debt margin as a percentage of debt service limitation................ — 95.7% 96.0%
State Highway Bonds

Debt service lIMitation.........cccoooeiiiiiiiii e, $ 61,266 70,915 77,873

Debt service applicable to lIMit...........oooiiiii e 12,950 32,590 32,590
Legal debt margin at JuNe 30.........ooeiiiiiiiiiii e $ 48,316 38,325 45,283
Legal debt margin as a percentage of debt service limitation................ 78.9% 54.0% 58.1%
General Obligation Bonds excluding Institution and

Highway Bonds and Bond Anticipation Notes

Debt service IMitation...........oocueiiiiiiiie e $ 223,897 237,806 241,960

Debt service applicable to limit..........ccccceeeiiiiiiiiii e 130,002 137,252 170,418
Legal debt margin at JUNE 30........ucevviieeeiiiiiiiieiece e $ 93,895 100,554 71,542
Legal debt margin as a percentage of debt service limitation................ 41.9% 42.3% 29.6%
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State of South Carolina

2001 2002 2003 2004 2005 2006 2007

1,565 $ 900 $ 1,019 $ 1,019 $ 1,345 $ 1,620 $ 1,620

832 832 827 827 827 827 1,395
733 $ 68 $ 192 $ 192 $ 518 $ 793 $ 225
46.8% 7.6% 18.8% 18.8% 38.5% 49.0% 13.9%

888 $ 934 $ 968 $ 1,358 $ 968 $ 939 $ 970

735 735 735 735 735 735 735

153 $ 199 $ 233 $ 623 $ 233 $ 204 $ 235

17.2% 21.3% 24.1% 45.9% 24.1% 21.7% 24.2%
— $  — $  — $  — $  — $  — $  —
— $  — $  — $  — $  — $  — $  —

81,779 $ 80,208 $ 82,238 $ 83574 $ 87,988 $ 90,101 $ 96,128

60,283 60,283 60,226 60,412 71,766 71,766 71,766
21,496 $ 19,925 $ 22,012 $ 23,162 $ 16,222 $ 18,335 $ 24,362
26.3% 24.8% 26.8% 27.7% 18.4% 20.3% 25.3%

247,869 $ 251,161 $ 243,631 $ 270,334 $ 278,531 $ 332,122 $ 370,495

195,116 221,644 218,653 233,275 226,157 230,124 225,409
52,753 $ 29,517 $ 24,978 $ 37,059 $ 52,374 $ 101,998 $ 145,086
21.3% 11.8% 10.3% 13.7% 18.8% 30.7% 39.2%

Continued on Next Page
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State of South Carolina

Legal Debt Margin Information (Continued)

Last Ten Fiscal Years
(Dollars in thousands)

1998 1999 2000

Economic Development Bonds
Debt SErVICE lIMItALION. ......coiieeeeeee ettt e e e e e aee s $ — $ — $ —
Debt service applicable to limit.........ccccceeeiiiiiii e — — —

Legal debt margin at JuNe 30.......ccooivieiiiieiiee e $ — $ — $ —

Legal debt margin as a percentage of debt service limitation................ — — —

Research University Infrastructure Bonds
Dbt SEIVICE TIMILATION. ... ..eeeee ettt e e e e e $ — $ — $ —
Debt service applicable to lIMit...........ooiiiiii e — — —

Legal debt margin at June 30..........cceviiiiiiiiiiinii $ — $ — $ —

Legal debt margin as a percentage of debt service limitation................ — — —

Prior to July 1, 1998, State law required one limitation for total outstanding State Institution Bonds.
Fiscal year 1998 has been omitted for comparability.

Source: South Carolina Comptroller General's Office
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2001 2002 2003 2004 2005 2006 2007
— $ — $ — $ 24,576 $ 25321 $ 27,677 $ 30,875
— — — 2,198 9,632 21,342 21,284
— $ — $ — $ 22,378 $ 15,689 $ 6,335 $ 9,591
— — — 91.1% 62.0% 22.9% 31.1%
— $ — $ — $ — $ — $ 27,677 $ 30,875
— — — — — 13,980 13,882
— $ — $ — $ — $ — $ 13,697 $ 16,993
— — — — — 49.5% 55.0%
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State of South Carolina

Pledged Revenue Coverage

Last Ten Fiscal Years
(Dollars in Thousands)

Fiscal

Year Revenue Debt Service Requirements

Ended Available for Coverage
June 30 Debt Service Principal Interest Total Ratio

Budget and Control Board—Revenue Bonds

2004 $ 2,226 $ 1,140 $ 1,086 $ 2,226 1.00
2005 2,242 1,190 1,052 2,242 1.00
2006 2,276 1,260 1,016 2,276 1.00
2007 2,298 1,320 978 2,298 1.00

The Citadel—Revenue Bonds

1998 $ 3,080 $ 735 $ 609 $ 1,344 2.29
1999 3,767 870 1,182 2,052 1.84
2000 3,734 905 1,138 2,043 1.83
2001 3,979 955 1,094 2,049 1.94
2002 4,343 990 1,048 2,038 2.13
2003 4,901 1,040 1,000 2,040 2.40
2004 5,025 1,080 949 2,029 2.48
2005 5,228 1,145 896 2,041 2.56
2006 5,507 1,725 1,339 3,064 1.80
2007 5,346 1,610 1,268 2,878 1.86

The Citadel—Athletic Facilities Revenue Refunding Bonds

2004 $ 2,823 $ 154 $ 133 $ 287 9.84
2005 2,897 162 126 288 10.06
2006 3,456 670 357 1,027 3.37
2007 3,833 690 708 1,398 2.74

Clemson University—Plant Improvement Bonds

1999 $ 1,160 $ 390 $ 428 $ 818 1.42
2000 1,114 485 354 839 1.33
2001 1,204 515 324 839 1.44
2002 1,177 570 292 862 1.37
2003 1,002 590 266 856 117
2004 1,003 615 242 857 117
2005 1,005 635 216 851 1.18
2006 1,003 665 190 855 117
2007 985 690 162 852 1.16

Clemson University—Athletic Facilities Revenue Bonds

2002 $ 3,360 $ 1,025 $ 823 $ 1,848 1.82
2003 4,299 985 871 1,856 2.32
2004 3,726 1,040 1,105 2,145 1.74
2005 3,761 1,095 1,059 2,154 1.75
2006 5,875 1,155 1,404 2,559 2.30
2007 10,531 1,220 1,635 2,855 3.69
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Fiscal

Year Revenue Debt Service Requirements

Ended Available for Coverage
June 30 Debt Service Principal Interest Total Ratio

Clemson University—Revenue Bonds

1998 $ 7,392 $ 1,395 $ 467 $ 1,862 3.97
1999 6,848 2,325 1,339 3,664 1.87
2000 8,437 2,340 1,235 3,575 2.36
2001 9,116 2,340 2,398 4,738 1.92
2002 10,760 2,445 2,290 4,735 2.27
2003 12,141 2,435 2,157 4,592 2.64
2004 11,865 2,555 3,048 5,603 212
2005 13,170 2,605 3,126 5,731 2.30
2006 13,149 3,505 3,233 6,738 1.95
2007 14,761 4,000 3,204 7,204 2.05

Coastal Carolina University—Revenue Bonds

2000 $ 2,875 $ 320 $ 1,573 $ 1,893 1.52
2001 3,127 635 1,554 2,189 1.43
2002 3,352 675 1,520 2,195 1.53
2003 3,159 710 1,485 2,195 1.44
2004 2,832 640 1,445 2,085 1.36
2005 2,798 790 1,323 2,113 1.32
2006 6,184 825 1,272 2,097 2.95
2007 10,624 1,190 907 2,097 5.07

College of Charleston—Revenue Bonds

1998 $ 2,249 $ 1,330 $ 1,275 $ 2,605 0.86
1999 3,824 1,380 1,092 2,472 1.55
2000 3,446 1,250 1,140 2,390 1.44
2001 2,916 1,330 1,074 2,404 121
2002 2,959 1,410 1,005 2,415 1.23
2003 4,177 1,160 2,147 3,307 1.26
2004 8,913 2,050 2,748 4,798 1.86
2005 13,522 2,815 4,193 7,008 1.93
2006 14,492 3,070 4,085 7,155 2.03
2007 17,683 3,180 4,008 7,188 2.46

Infrastructure Bank Bonds

2005 $ 147,206 $ 27,855 $ 89,313 $ 117,168 1.26
2006 166,443 37,940 93,409 131,349 1.27
2007 195,754 41,070 90,284 131,354 1.49

Lander University—2002 Higher Education Facilities Revenue Bonds

2003 $ 1,352 $ 165 $ 94 $ 259 5.22
2004 1,394 170 86 256 5.45
2005 1,507 180 78 258 5.84
2006 1,479 185 70 255 5.80
2007 1,759 195 61 256 6.87

Continued on Next Page
. _____________________________________________________________________________________________________________________________________________|]
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State of South Carolina

Pledged Revenue Coverage (Continued)

Last Ten Fiscal Years
(Dollars in Thousands)

Fiscal
Year Revenue Debt Service Requirements
Ended Available for Coverage
June 30 Debt Service Principal Interest Total Ratio
South Carolina State University—Revenue Bonds
2001 $ 976 $ 355 $ 347 $ 702 1.39
2002 556 370 325 695 0.80
2003 1,505 385 306 691 2.18
2004 1,780 415 284 699 2.55
2005 1,888 430 267 697 271
2006 569 334 173 507 1.12
2007 1,785 552 821 1,373 1.30
Spartanburg Technical College—1999 Special Student Fee Capital Improvement Bonds
2000 $ 326 $ 213 $ 85 $ 298 1.09
2001 332 153 145 298 111
2002 389 160 138 298 1.31
2003 377 168 130 298 1.27
2004 365 177 121 298 1.22
2005 339 185 113 298 1.14
2006 355 195 103 298 1.19
2007 348 204 94 298 1.17
Spartanburg Technical College—2001 Special Student Fee Capital Improvement Bonds
2002 $ 370 $ 129 $ 115 $ 244 1.52
2003 312 127 117 244 1.28
2004 287 133 111 244 1.18
2005 282 134 104 238 1.18
2006 297 147 98 245 1.21
2007 291 154 90 244 1.19
Spartanburg Technical College—2004 Special Student Fee Capital Improvement Bonds
2005 $ 447 $ 200 $ 165 $ 365 1.22
2006 495 215 177 392 1.26
2007 454 235 169 404 1.12
Spartanburg Technical College—2005 Special Student Fee Capital Improvement Bonds
2006 $ 455 $ 84 $ 57 $ 141 3.23
2007 308 165 117 282 1.09
Tobacco Settlement Revenue Management Authority Bonds
2002 $ 86,079 $ — $ 61,311 $ 61,311 1.40
2003 86,313 — 58,888 58,888 1.47
2004 74,180 — 56,354 56,354 1.32
2005 73,232 — 54,496 54,496 1.34
2006 67,841 — 52,601 52,601 1.29
2007 79,912 — 50,761 50,761 1.57
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Fiscal

Year Revenue Debt Service Requirements

Ended Available for Coverage
June 30 Debt Service Principal Interest Total Ratio

University of South Carolina Aiken Campus—1999 Auxiliary Revenue Bonds

2000 $ 407 $ 160 $ 247 $ 407 1.00
2001 386 165 221 386 1.00
2002 389 175 214 389 1.00
2003 387 180 207 387 1.00
2004 389 190 199 389 1.00
2005 392 200 192 392 1.00
2006 389 205 184 389 1.00
2007 390 215 175 390 1.00

University of South Carolina Aiken Campus—2006 Auxiliary Revenue Bonds
2006 $ 121 $ — $ 142 $ 142 0.85
2007 1,045 475 570 1,045 1.00

University of South Carolina Columbia Campus—2000 Auxiliary Revenue Bonds

2001 $ 1,449 $ 270 $ 1,179 $ 1,449 1.00
2002 1,470 305 1,165 1,470 1.00
2003 1,469 320 1,149 1,469 1.00
2004 1,473 340 1,133 1,473 1.00
2005 1,470 355 1,115 1,470 1.00
2006 485 375 110 485 1.00
2007 486 395 91 486 1.00

University of South Carolina Columbia Campus—2003 Parking Facilities Revenue Bonds

2004 $ 399 $ 235 $ 178 $ 413 0.97
2005 412 210 202 412 1.00
2006 406 215 191 406 1.00
2007 401 220 181 401 1.00

University of South Carolina Columbia Campus—2004 Auxiliary Revenue Bonds

2005 $ 1,838 $ 725 $ 1,202 $ 1,927 0.95
2006 1,919 505 1,414 1,919 1.00
2007 1,919 525 1,394 1,919 1.00

University of South Carolina Columbia Campus—2005 Auxiliary Revenue Bonds
2006 $ 669 $ 185 $ 484 $ 669 1.00
2007 744 225 519 744 1.00

University of South Carolina Columbia Campus—2005 Auxiliary Refunding Revenue Bonds
2006 $ 2,606 $ 1,330 $ 1,566 $ 2,896 0.90
2007 3,102 1,200 2,035 3,235 0.96

Continued on Next Page
. _____________________________________________________________________________________________________________________________________________|]
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State of South Carolina

Pledged Revenue Coverage (Continued)

Last Ten Fiscal Years
(Dollars in Thousands)

Fiscal

Year Revenue Debt Service Requirements

Ended Available for Coverage
June 30 Debt Service Principal Interest Total Ratio

University of South Carolina Spartanburg Campus—1997 Auxiliary Revenue Bonds

1998 $ 414 $ 130 $ 284 $ 414 1.00
1999 372 135 237 372 1.00
2000 375 145 230 375 1.00
2001 372 150 222 372 1.00
2002 374 160 214 374 1.00
2003 376 170 206 376 1.00
2004 372 175 197 372 1.00
2005 373 185 188 373 1.00
2006 216 195 21 216 1.00
2007 221 210 11 221 1.00

Winthrop University—Facilities Revenue Bonds

1998 $ 182 $ 60 $ 29 $ 89 2.04
1999 213 48 40 88 2.42
2000 242 51 38 89 2.72
2001 267 54 35 89 3.00
2002 266 58 31 89 2.99
2003 883 401 237 638 1.38
2004 944 395 237 632 1.49
2005 2,211 413 219 632 3.50
2006 2,133 637 306 943 2.26
2007 2,882 670 274 944 3.05

Winthrop University—2001 Athletic Facilities Revenue Bonds

2002 $ 458 $ 120 $ 67 $ 187 2.45
2003 486 120 105 225 2.16
2004 501 120 99 219 2.29
2005 498 120 94 214 2.33
2006 490 120 88 208 2.36
2007 496 120 83 203 2.44
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Fiscal
Year Less: Net Funds Debt Service Requirements
Ended Operating Loan Operating Available for Coverage
June 30 Revenues Payments Expenses Debt Service Principal Interest Total Ratio
Education Assistance Authority
2005 $ 39,372 $ 398,326 $ (19,165) $ 418,533 $ 20,995 13,443 $ 34,438 12.15
2006 49,980 783,634 (26,266) 807,348 48,035 24,063 72,098 11.20
2007 56,178 634,371 (15,216) 675,333 51,770 35,936 87,706 7.70
Housing Authority
2005 $ 39,921 $ 118,016 $ (1,983) $ 155,954 $ 64,225 29,938 $ 94,163 1.66
2006 41,202 99,633 (2,775) 138,060 70,715 30,892 101,607 1.36
2007 49,133 66,425 (3,747) 111,811 59,186 31,764 90,950 1.23

Note: All prior fiscal year data that is available has been presented.

Source: South Carolina Comptroller General's Office
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State of South Carolina

Demographic Statistics

Last Ten Calendar Years

% Source: U.S. Census Bureau
® per capita income is calculated by dividing total personal income by population.

¢ Source: U.S. Department of Labor

Year

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

Population
at

July 12

3,859,696
3,919,235
3,974,682
4,023,565
4,060,728
4,101,122
4,142,356
4,194,694
4,246,933

4,321,249

Per Capita
Income °

$

20,987
22,161
23,075
24,424
24,987
25,370
25,880
27,022
28,427

29,688

Average Annual
Unemployment
Rate ©

3.1%

3.4%

3.5%

3.5%

5.7%

6.2%

6.4%

6.8%

6.5%

6.4%
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State of South Carolina

Employment by Industry

Latest Completed Calendar Year and Nine Years Prior

1997 2006
Number of Percent Number of Percent
Sources Employees of Total Employees of Total
Contract CONSIIUCHION. ......cvveiieeeie e 99,800 5.8% 124,400 6.5%
Manufacturing:
Durable goods........ccooiviiviiiiieie e 146,800 8.5% 135,000 7.1%
Nondurable goods.............ueuuieiiiiiiiiiiieee e 215,900 12.5% 116,700 6.1%
Transportation, communication, and public utilities...... 75,300 4.4% 91,400 4.8%
Wholesale and retail trade:
WHOIESAIE........eeiiiiiei e 71,400 4.2% 69,500 3.7%
Retall......eeeiiiiiii 340,900 19.8% 234,500 12.3%
Finance, insurance and real estate............c..cccccveveveenns 74,900 4.4% 102,200 5.4%
Services and MiNING........uuurrrr e 396,500 23.0% 698,400 36.7%
Government:
FeABIAL....ueeiiiiiee e 29,100 1.7% 29,400 1.6%
State and 10Cal.........ccccovveiiiii 269,800 15.7% 301,100 15.8%
Total wage and salary employment...............coeuueeee. 1,720,400 100.0% 1,902,600 100.0%

Note: Due to confidentiality issues, the number of employees for individual companies within the State is not
available. The categories presented are intended to provide alternative information regarding the principal
employers within the State.

Source: South Carolina Employment Security Commission
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State of South Carolina

Ten Largest Employers

Latest Completed Calendar Year and Five Years Prior®
(Listed alphabetically)

2001 2006
Bi-Lo, Inc. Bi-Lo, Inc.
Blue Cross/Blue Shield of South Carolina Blue Cross/Blue Shield of South Carolina
Greenville County School District Greenville County School District
Michelin Tire Corporation Michelin Tire Corporation
Springs Industries, Inc. Palmetto Health Alliance, Inc.
University of South Carolina University of South Carolina
U.S. Department of Defense U.S. Department of Defense
U.S. Postal Service U.S. Postal Service
Wal-Mart Associates, Inc. Wal-Mart Associates, Inc.
Westinghouse Savannah River Washington Savannah River Company

% The ten largest employers prior to calendar year 2001 are unavailable.

Note: Due to confidentiality issues, the number of employees for each company is not available and the employers
are listed alphabetically rather than in order of size.

Source: South Carolina Employment Security Commission
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State of South Carolina

Government Employees By Function
Last Eight Fiscal Years ?

Permanent Employees

Function 2000 2001 2002 2003

Governmental activities:

General government..........cccceevvvveicivnieeneneeenn. 5,621 5,562 5,243 5,115
=0 [ Tor=1 1T0] o TR 3,241 3,321 3,255 3,116
Health and environment........cc..coevvieiiiineennnn. 14,682 14,246 13,849 13,610
SOCIAl SEIVICES. ... iiv i 5,125 5,147 4,489 4,196
Administration of JustiCe.............ccccvviiieeeeeeeenn. 12,703 12,049 11,336 10,966
Resources and economic development.......... 2,201 2,178 2,005 1,892
Transportation..........covvvevveeeeeeeeeeeeieeeeeieeeeneens 4,967 4,975 4,954 4,826
Business-type activities:

Higher education............ccccccoeviiiiiiiiiiiieeeeeeenn, 23,620 20,375 20,335 20,420
Higher education institutional support............. 4,947 5,066 5,158 5,291
Financing of housing facilities......................... 102 110 116 114
Medical malpractice insurance........................ 3 3 3 3
Financing of student loans..............cccoccuvvneee. 43 43 53 66
Tuition prepayment program...........ccccceeeeeeeee. 2 2 2 2
Patriots Point development.............c.cccuvvnneee. 72 70 71 66
Insurance claims processing...........cccccceeeeeeen. 20 21 21 23
Other oo 36 36 37 35

TotalS ..o 77,385 73,204 70,927 69,741

® Fiscal year data is not available for 1998 and 1999.

Source: South Carolina Comptroller General's Office
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State of South Carolina

as of June 30

2004 2005 2006 2007
6,136 6,195 6,267 6,457
3,054 3,053 2,922 3,014

13,341 13,010 12,461 12,237
3,693 3,618 3,627 3,904
9,620 9,417 9,747 10,098
1,727 1,746 1,776 1,818
4,960 5,002 4,794 4,880

20,523 20,893 21,195 21,962
5,555 5,676 5,990 4,133

117 114 112 116
4 5 5 5
63 67 69 66
2 2 2 2
69 68 67 67
23 23 19 22
32 34 32 36

68,919 68,923 69,085 68,817
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State of South Carolina

Operating Indicators By Function

Last Three Fiscal Years?

2005 2006 2007

General government

Individual income tax returns processed 2,112,766 2,172,409 2,273,202

Corporate income tax returns processed 156,784 155,228 164,855

Department of Motor Vehicles transactions 12,670,522 13,474,463 13,331,078

Workers' compensation cases reviewed 111,869 127,848 82,603
Education

Public school enrollment 680,635 694,155 698,290

Average operating miles per school bus 15,600 15,685 16,000

State Museum visitors 148,752 145,845 141,202
Health and environment

Medicaid eligible participants 983,981 932,708 902,308

Women, Infant and Children (WIC) program participants 108,341 107,413 112,467

Community mental health center clients 90,733 89,480 87,641
Social services

Average food stamp households served per month 216,602 225,456 231,053

Child Protective Services investigations 17,186 16,898 18,168
Administration of justice

Adult prison average daily population 22,970 22,964 23,437

Juvenile facility average daily population 1,074 1,043 985
Resources and economic development

Department of Commerce capital investment projects 105 137 139

Welcome Center visitors 2,525,294 2,454,311 2,378,630

Hunting and fishing licenses processed 704,882 781,882 811,025

Watercraft registrations 396,915 415,993 433,158
Transportation

Miles of surface repair 173,620 163,829 167,551

Miles of roadway inspections 270,024 313,530 332,559
Higher education and higher education institution support

Total headcount enroliment 172,386 174,686 176,415

Degrees awarded 24,826 25,622 26,063
Unemployment compensation benefits

Initial claims 313,629 299,975 304,464

Total benefit weeks claimed 2,129,960 1,515,302 1,998,836
Financing of housing facilities

Mortgage loans managed 12,314 13,504 15,815

Families receiving rental assistance 20,478 20,872 20,129
Medical malpractice insurance

Membership total 7,166 7,050 6,320
Financing of student loans

Number of student loans outstanding 332,794 323,536 314,646
Tuition prepayment program

Individual accounts 6,262 6,452 6,314
State maritime museum

Museum visitors and other area patrons 240,811 260,827 259,425
Insurance claims processing

Second Injury Fund claims paid 4,520 3,860 3,951
Other

Public railway carloads (calendar year) 88,242 88,245 82,036

& Prior fiscal year data is not readily available.

Source: South Carolina Comptroller General's Office
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State of South Carolina

Capital Assets By Function

Last Three Fiscal Years?

2005 2006 2007

General government

Buildings and facilities 33 33 33

State armories 65 65 62

Fleet vehicles 2,357 2,687 3,515

Motor vehicle district offices 69 69 69
Education

School buses 6,453 5,788 6,274

Television transmitters 11 11 11

Vocational training/client centers 35 35 35
Health and environment

Mental health hospitals 111 111 137

Community mental health centers 60 60 59

Regional special needs centers 5 5 5
Social services

Buildings and facilities 66 66 66
Administration of justice

Adult correctional institutions 29 29 28

Juvenile correctional facilities 7 7 7

Highway patrol district offices 7 7 7

Highway patrol vehicles 1,222 1,055 1,004
Resources and economic development

Acres of State parks 81,168 81,168 81,705

Acres of State forests 91,600 91,600 91,466

State parks and historical sites 53 53 53

State farmers' markets 3 3 3

Vehicles and boats 1,575 1,538 1,026
Transportation

Miles of State highways 66,252 66,240 66,242

Weigh stations 9 9 9

Traffic cameras 179 250 300

Miles of cable median barriers 442 470 470
Higher education

Number of campuses 33 33 33

Buildings-universities 815 810 804

Buildings-technical colleges 282 277 286

Buildings-student residences 335 340 355
State maritime museum

Vintage aircraft 4 4 4

Historical period exhibits 3 15 15
Other

Rail yards 3 3 3

State-owned locomotives 13 13 13

2 Prior fiscal year data is not readily available.

Source: South Carolina Comptroller General's Office
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State of South Carolina

Section 1-11-425 of the South Carolina Code of Laws requires inclusion of the following information:
Total printing cost was $431.47; 170 copies were printed at a cost of $2.54 each.
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