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State of South Carolina

Statement of Net Assets

June 30, 2011
(Expressed in Thousands)

PRIMARY GOVERNMENT

Governmental Business-type COMPONENT
Activities Activities Totals UNITS
ASSETS
Current assets:
Cash and cash equivalents.............ccccooiiiiiiiiiiiieee, $ 3,751,617 $ 1,797,998 $ 5,549,615 $ 379,390
INVESTMENTES.....oiiiiiiiiiiee e — 153,426 153,426 89,788
Invested securities lending collateral..............ccccccoeiiiiinienen. 18,562 3,792 22,354 1,076
Receivables, net:
ACCOUNES ...t 264,855 108,468 373,323 255,009
Contributions.... — 2,902 2,902 5,762
Participants.......... . — 2,076 2,076 —
Accrued iINtErest..........oovveviiieieiieeeeeeeeeeeeeeeeeeeeeeeeeeaeeees 21,084 6,653 27,737 2,914
INCOME HAXES ... 334,183 — 334,183 —
Sales and other taXes.........uuvuueueueeereiiii e 482,020 — 482,020 —
Student accouNnts.........cccooiiiiiiiiiiiic e — 48,821 48,821 —
Patient aCCOUNTS..........uvuueiiiiiiiiiei e 18,256 190,108 208,364 —
Loans and NOES..........coevviiiiiiiiiieieieieeeeeeeeeeeeeeeeeeeee e 32,357 7,032 39,389 25
ASSESSMENES.....cooieieieiieeeeeeeeeeeeeeeeeeeeeeeeeeeeee s — 128,445 128,445 —
Due from Federal government and other grantors.................. 860,373 127,854 988,227 309
Internal balances...........cccooviiiiiiii e (21,668) 21,668 — —
Due from component Units............ccoooieieeiiiieiiiee e 44,480 161,207 205,687 —
Due from primary government... — — — 167,541
INVENEOMIES. .. .. e 31,678 39,858 71,536 594,164
Restricted assets:
Cash and cash equivalents 96,962 696,542 793,504 171,326
Investments...........ccccceeee.. — 49,505 49,505 109,340
Loans receivable...........ccoooeeiiiiiiii — 23,893 23,893 —
(@1 1T R 77,536 15,167 92,703 —
Prepaid itemS.......oiiie e 56,035 33,583 89,618 19,042
Other current @sSets.........oovvviiiieiiieiiiiiieieeeeeeeeeeeeeeeeeeeeeeeaeaans — 11,052 11,052 238,837
Deferred charges.........o.coieiiiiiiiiiiiiiece e — — — 1,219
Total current @ssets........ccuvvveeeeiiiiiiiiiee e 6,068,330 3,630,050 9,698,380 2,035,742

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, 2011
(Expressed in Thousands)

PRIMARY GOVERNMENT

Governmental Business-type COMPONENT
Activities Activities Totals UNITS
Long-term assets:
INVESIMENTS.....cooiiiiiiiiiie e $ 463,509 $ 34,850 $ 498,359 $ 866,809
Receivables, net:
ACCOUNES ...ttt e e e e 33,731 39,854 73,585 3,769
ContribULIONS. ....coeeiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaaaes — 2,646 2,646 37,286
Participants. ... — 6,309 6,309 —
Income taxes................. 15,215 — 15,215 —
Sales and other taxes.... T 51,080 — 51,080 —
Student aCCOUNTS.........ueeiieeeiiiiieiiee e eceeee e — 38 38 —
Patient aCCOUNtS..........uuuuiiiiiiiiiiiii e 9,212 — 9,212 —
Loans and NOES...........oooeveeeieiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 483,496 101,578 585,074 30
Due from Federal government and other grantors................ 1,342 — 1,342 —
Restricted assets:
Cash and cash equivalents...........c.cococeiiiiiiiiiiiice 666,533 279,796 946,329 333,228
Investments...........coooiii — 220,175 220,175 451,730
Accounts receivable............oeeviiiiiiiiiiiiiiiiiieeee 320,221 — 320,221 —
Loans receivable............ccoooeeeeeiiiii — 812,078 812,078 —
OtNEI ... 3,865 67,132 70,997 —
Prepaid itemMS......c..eeeiiiee e 1,176 13,865 15,041 —
Other long-term assets..........ccoouiiiiiii i 1,215 12,183 13,398 59,405
Deferred Charges...........ueeviee i 30,988 28,994 59,982 726,283
Investment in joint venture..........ccccooii, — — — 10,769
Non-depreciable capital assets..........ccoocciiiieeiiiiiiiieeeeees 4,719,124 680,532 5,399,656 1,401,425
Depreciable capital assets, net............ccccceeiiiiii. 9,859,077 3,849,962 13,709,039 4,245,153
Total long-term assets.........cooiiiiiiiiiieieiceee e 16,659,784 6,149,992 22,809,776 8,135,887
TOtal ASSELS..uiiiiiiiiiiiiiieee e 22,728,114 9,780,042 32,508,156 10,171,629

Continued on Next Page
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State of South Carolina

Statement of Net Assets (Continued)

June 30, 2011
(Expressed in Thousands)

PRIMARY GOVERNMENT

Governmental Business-type COMPONENT
Activities Activities Totals UNITS
LIABILITIES
Current liabilities:
Accounts Payable ..o $ 692,975 $ 162,159 $ 855,134 $ 270,934
Accrued salaries and related expenses..........ccccceeecvvveennnn. 119,050 108,616 227,666 10,434
Accrued interest payable...........ccccoiiiiiiiiiiiii s 41,509 22,261 63,770 121,978
Retainages payable.... e er—— 1,477 9,655 11,132 4,178
Tax refunds payable............coooiiiiiiii e 704,643 8,980 713,623 —
Payables-aid to individuals/families............ccccoeecviereeeninnnns 7,050 — 7,050 —
Prizes payable..........ccueiiiiiii e — — — 23,262
Unemployment benefits payable.............ccccooiiiniiiiniinenns — 3,779 3,779 —
Intergovernmental payables.............cccccciiiiiiiiii 599,186 14,288 613,474 373
Tuition benefits payable...........ccccoiiiiiiiiiiie — 25,281 25,281 —
POIICY CIaIMS.......eiiiiiiiice e 469,421 16,539 485,960 28,263
Due to component UNits..........cceeeveiciiiiieeeeisiiiiee e 167,541 — 167,541 —
Due to primary government............oocuveeerieiiiiiiiieeee e, — — — 206,410
Unearned revenues and deferred credits............c.cccoeveeeeee. 425,652 159,669 585,321 13,882
DEPOSIES. ...eeueiieirieiee et — 10,446 10,446 17
Amounts held in custody for others...........ccccoveveeiiiiciienn.. — 7,189 7,189 359
Securities lending collateral.............ccccooiiiiiiiiiiee 43,526 7,532 51,058 2,523
Liabilities payable from restricted assets:
Accounts payable..........cccoiiiiiiiii e — 1,368 1,368 470
Accrued interest payable............ccoociiiiiii 26,424 19,479 45,903 3,625
Bonds payable...........ccooiiiiiiiiii s 53,210 24,930 78,140 —
LY SR — 44,904 44,904 —
Advances from Federal government..............cccccceiiiieanneen. — 183,375 183,375 —
Notes payable..........coocviiiiiiiie e 10,581 30,417 40,998 367
General obligation bonds anticipation notes payable............ — 30,000 30,000 —
Revenue bonds anticipation notes payable.......................... — 33,500 33,500 —
General obligation bonds payable...........cccccooiiiiiiiiiiiiiinnens 182,320 26,450 208,770 —
Revenue bonds payable.............ccccooviiiiiiiiiinin 2,885 49,996 52,881 373,206
Limited obligation bonds payable...........c.ccocoiiiiiiiiiiiiiinnenn. 1,345 — 1,345 —
Capital leases payable...........cccoouiiiiiiiiiiiiiie e 143 5,323 5,466 1,451
Commercial paper NOES........couuvvieieiiiiiiieeee e — — — 159,338
Compensated absences payable.............cccoceiiiiiiiiiiiienns 109,978 79,349 189,327 2,958
Other current liabilities ............ccccerviiniiiiece 36,550 21,585 58,135 85,660
Total current liabilities..............cccooeveeeiiiiieee 3,695,466 1,107,070 4,802,536 1,309,688

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, 2011
(Expressed in Thousands)

PRIMARY GOVERNMENT

Governmental Business-type COMPONENT
Activities Activities Totals UNITS
Long-term liabilities:
Retainages payable...........c.coveiviiiiieiie e $ 169 $ 305 $ 474 $ 13,061
Tuition benefits payable............ccccooiiiiiii e — 145,790 145,790 —
Policy claims.........cccoooeeniiiiieneceereeee 187,208 105,554 292,762 114,434
Unearned revenues and deferred credits.... — 5,002 5,002 332,279
Amounts held in custody for others................... — — — 2,522
Other liabilities payable from restricted assets..................... — 6 6 —
Advances from Federal government..............cccoceeeiineninen. — 783,693 783,693 —
Notes payable..........cooociviiiiee e 39,591 125,013 164,604 604
General obligation bonds payable.............ccccccceiiiiiiiiiinenns 1,574,077 458,050 2,032,127 —
Tobacco Authority bonds payable.............cccocciiniiiiiiiinens 63,161 — 63,161 —
Infrastructure Bank bonds payable..............ccccoocieiiiinenne. 2,082,562 — 2,082,562 —
Revenue bonds payable............cccoveveeiiiiciiiiie e 27,515 2,032,440 2,059,955 5,254,707
Limited obligation bonds payable.............ccoccuiiiiiiiiiiiiiiennnn. 3,816 — 3,816 —
Capital leases payable............ccccoiiiiiiiiiiiiiice 118 99,046 99,164 2,474
Compensated absences payable............ccccoovieieiiiieiiineenn. 100,775 72,340 173,115 18,703
Other long-term liabilities..........cccovoviiiiieieeeeeee e 154,371 66,010 220,381 112,701
Total long-term liabilities. ..........c.cceviiiiiiiiiiice 4,233,363 3,893,249 8,126,612 5,851,485
Total llabilitieS.....ccvveieiiee e 7,928,829 5,000,319 12,929,148 7,161,173
NET ASSETS
Invested in capital assets, net of related debt......................... 10,766,855 2,628,292 13,395,147 379,626
Restricted:
Expendable:
EdUCAtION. ..o 86,153 256,596 342,749 232,573
Health. ... 30,423 — 30,423 —
Transportation..........cooi i 32,709 — 32,709 —
Capital PrOJECES......coeieieiiiee e 263,500 451,296 714,796 80,254
DEDt SEIVICE.....eiiiiiiiiiieee e 1,295,505 213,327 1,508,832 135,799
LO@an Programs............eeeeeeieicuiiiereeeeesieeeee e e e e e e e 870,500 293,916 1,164,416 —
Waste management.............ooooooiiiiiiiieiiieee e 163,768 — 163,768 —
INSUraNCe Programs. ........ccueeeerueeeiiieeeiiiee e e 385,486 — 385,486 —
OFNEI . 132,290 — 132,290 207,466
Nonexpendable:
EAUCALION.....coiiiiiiiii e — 228,335 228,335 380,114
L@ (Y PSR 12,890 — 12,890 —
UNrestriCted. .....oooiiiiiiiii e 759,206 707,961 1,467,167 1,594,624
Total NEt ASSELS...uviiiieiieiiecie e $ 14,799,285 $ 4,779,723 $ 19,579,008 $ 3,010,456
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State of South Carolina

Statement of Activities

For the Fiscal Year Ended June 30, 2011
(Expressed in Thousands)

Program Revenues

Operating Capital Net
Charges for Grants and Grants and Revenues
Expenses Services Contributions Contributions (Expenses)
Functions
Primary government:
Governmental activities:
General government............c.ccccoveueeueeveenennn. $ 4,462,454  $ 1,929,867 $ 480,280 $ (1,410) $  (2,053,717)
Education........cccocvviiiiiiiii 4,004,703 27,742 1,140,183 240 (2,836,538)
Health and environment..................c............ 6,584,487 192,318 4,495,530 1,476 (1,895,163)
Social services.............. 1,900,026 7,301 1,743,484 — (149,241)
Administration of justice 746,462 123,584 43,918 293 (578,667)
Resources and economic development........ 221,075 62,409 68,998 1,671 (87,997)
Transportation............cccoecveeviierieccieecieeeee 1,203,952 119,988 146,018 613,022 (324,924)
Unallocated interest expense............cccc....... 90,848 — — — (90,848)
Total governmental activities.................. 19,214,007 2,463,209 8,118,411 615,292 (8,017,095)
Business-type activities:
Higher education.............cccccocvevieiceenieenen. 3,684,769 2,579,679 774,688 96,183 (234,219)
Higher education institution support.. 1,321,213 1,363,957 85,510 — 128,254
Unemployment compensation benefits........ 2,171,063 2,298,971 13,226 — 141,134
Financing of housing facilities...................... 272,880 57,722 228,435 — 13,277
Medical malpractice insurance..................... 2,591 18,271 150 — 15,830
Financing of student loans.............cccccccccn. 21,847 16,398 659 — (4,790)
Tuition prepayment program............cccceeeueee 4,750 927 11,478 — 7,655
State maritime museum...............cccceeeeenn. 8,614 8,959 120 — 465
Insurance claims processing...........ccccceeennne. 1,648 1,473 171 — (4)
Other enterprise activities..............cccccvveern.n. 25,278 29,445 1,166 183 5,516
Total business-type activities... 7,514,653 6,375,802 1,115,603 96,366 73,118
Total primary government..................... $ 26728660 $ 8839011 $ 9234014 $ 711,658 $  (7,943,977)
Component units:
Public Service Authority............cccovevveeeveenennn. $ 1,802,124 $ 1,894,902 $ 3,723 $ — $ 96,501
State Ports Authority............cccoiiiiiiiiiii. 109,444 122,125 6,134 2,975 21,790
Connector 2000 Association, Inc...................... 19,846 5,333 312 — (14,201)
Lottery COmmISSION........cccvvevieiiieiieiieeciieene 1,050,713 1,050,582 43 — (88)
Other. ..o 73,088 26,236 183,672 — 136,820
Total component UNits........cooorneeinen $ 3055215 $ 3,099,178 $ 193,884 $ 2975 $ 240,822

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, 2011

(Expressed in Thousands)

Changes in net assets:
Net revenues (expenses)

General revenues:
Taxes:
Individual income.........

Unrestricted grants and contributions...........................
Unrestricted investment income............ccccoocoeiiienennns
Tobacco legal settlement.............cccoooiiiiiies

Other revenues..............

Gain on early extinguishment of debt................c.c.ccooe

Additions to endowments..

Transfers—internal activities..

Total general revenues, additions to

endowments, and transfers

Change in net assets........ccccceeeiiiiiiieeeeeeniiiies

Net assets at beginning of year (restated)..................

Net assets at end of year

Primary Government

Governmental Business-type Component

Activities Activities Total Units

$ (8,017,095) $ 73,118 $ (7,943,977) $ 240,822
2,880,504 — 2,880,504 —
3,969,218 — 3,969,218 —
1,835,036 — 1,835,036 —
8,684,758 — 8,684,758 —
223,959 — 223,959 —
15,097 — 15,097 —
69,808 — 69,808 —
571,998 — 571,998 —
— 35,189 35,189 —
— 36,945 36,945 —
(546,892) 546,892 — —
9,018,728 619,026 9,637,754 —

1,001,633 692,144 1,693,777 240,822

13,797,652 4,087,579 17,885,231 2,769,634

$ 14,799,285 $ 4,779,723 $ 19,579,008 $ 3,010,456
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State of South Carolina

Balance Sheet

GOVERNMENTAL FUNDS

June 30, 2011
(Expressed in Thousands)

Departmental Local Department of
General Program Government Transportation
Fund Services Infrastructure Special Revenue
ASSETS
Cash and cash equivalents............cccccoooeeriiiniiiecninnne $ 1,867,457 $ 185,682 $ 377,930 $ 109,286
Investments.........occoveiiiiiiiieeee 36,616 308 — —
Invested securities lending collateral..................cccceeeee. 11,044 112 2,895 286
Receivables, net:
ACCOUNES. ...ttt 43,182 98,329 7,162 3,741
Accrued iNterest.........oooviiiiiiiiie e 8,544 225 4,644 223
INCOME TAXES......eiiiiiiie e 349,398 — — —
Sales and other taxes... 430,211 11,896 — 8,712
Patient accounts.............cccoiiiii e 27,468 — — —
Loans and NOLES.........cccueiiiiiiiiiiieceieie e 38,329 483 457,084 4,981
Due from Federal government
and other grantors............ccooeriieni e 7,515 688,037 — 164,273
Due from other funds...........ccccooiiiiiiiiiii e 58,948 12,613 17,222 5,963
Due from component UnitS............coovveeeiiiieeiiieeenieee e, 9,724 — — —
Interfund receivables............ N 2,992 5 326,770 —
INVENTOTIES. ...t 19,559 2,381 — 3,313
Restricted assets:
Cash and cash equivalents...........ccccceiviieiiiiiniieeens — — 737,346 10,562
Accounts receivable..........cccccooiiiiiiiiii — — 320,221 —
Oher. . — — 44,976 —
Prepaid itemsS.........ooiii 30,643 3,036 — 5,781
Other @sSets........cocueiiiiiiiiiie e — — — 771
TOtal ASSELS..uiiiiiiiiiiiiiiie e $ 2,941,630 $ 1,003,107 $ 2,296,250 $ 317,892
LIABILITIES AND FUND BALANCES (DEFICIT)
Liabilities:
Accounts payable..............oeeiiiiiiinieene e $ 334,301 $ 271,850 $ 4,995 $ 170,273
Accrued salaries and related expenditures...................... 78,150 19,464 34 17,378
Retainages payable...........c.ccooiiiiiiiiiiii 50 624 — 577
Tax refunds payable..............c.c...... - 704,533 — — —
Payable—aid to individuals/families..............c.cccooveieneennnn. 924 6,126 — —
Intergovernmental payables.............ccccociiiiiiiiiiicens 24,388 300,048 — —
Due to other funds.........cccceeiiiieiiiiie e 69,886 73,814 30 20,149
Interfund payables.............ccooiiiiiii 1,259 335 — 326,770
Deferred reVenUES..........ccccueiiiiieiiiiiie e 149,428 149,996 377,210 42,854
Securities lending collateral..............cccocooiiiiiiiniicn. 25,897 262 6,788 671
Other liabilities BTN 54,284 15 — —
Total llabilities.......ccooviiiiiic e 1,443,100 822,534 389,057 578,672
Fund balances (deficit):
Nonspendable.... s 86,993 5,900 737,676 13,643
RESHHCLE. ..o 1,077 86,044 1,803,505 10,000
CommMIttEd. ... 582,085 89,985 — 36,612
ASSIGNEA. ... 349,619 — — —
UN@SSIGNEA. ...t 478,756 (1,356) (633,988) (321,035)
Total fund balances (defiCit).........cccccoiiiniiiininenne 1,498,530 180,573 1,907,193 (260,780)
Total liabilities and fund balances............cccccvveeenn. $ 2,941,630 $ 1,003,107 $ 2,296,250 $ 317,892

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
22,762 $ 610,726 $ 3,173,843
— — 36,924
50 1,077 15,464
— 2 152,416
109 2,155 15,900
— — 349,398
— 82,281 533,100
— — 27,468
— 14,976 515,853
— 1,890 861,715
— 4,006 98,752
— 34,754 44,478
— 10,585 340,352
— — 25,253
— 15,587 763,495
— — 320,221
— 36,425 81,401
— — 39,460
— — 771
22,921 $ 814,464 $ 7,396,264
— $ 14,245 $ 795,664
— 140 115,166
— 147 1,398
— 110 704,643
— — 7,050
— 274,642 599,078
— 34,594 198,473
— 13,810 342,174
— 4,986 724,474
117 2,525 36,260
— 70 54,369
117 345,269 3,578,749
— 32,986 877,198
22,804 375,011 2,298,441
— 623 709,305
— 104,298 453,917
— (43,723) (521,346)
22,804 469,195 3,817,515
22,921 $ 814,464 $ 7,396,264
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State of South Carolina

Reconciliation of the Governmental Funds

Balance Sheet to the Statement of Net Assets

June 30, 2011
(Expressed in Thousands)

Total fund balances—governmental fFUNAS...........cooo i e
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 @SSEtS...........cccuuriiiiiiiiiiiie e $ 4,712,057
Depreciable capital @ssets............coooiiiiiiiiii e 14,087,544
Accumulated depreciation (4,332,414)
Total capital @SSEtS..........uiiiiiiii e
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 Nnet @ssets...........oooiii
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.............ccccvveveeeiinnnns
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 net @ssets...........coci i
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..............c...cccceee.
Certain liabilities are not due and payable in the current period and therefore are not reported in the
funds. Those liabilities consist of:
BONdS PAY@DbIE........ooiiiiiiiieie e (3,971,354)
Notes payable...... (46,235)
Accrued interest (67,390)
Capital leases.................. (261)
Compensated @bSENCES...........c.coiiiiiie e e (205,224)
POlICY ClaIMS........ooiiiiii i (36,086)
Derivative instrument liability...............ccoooiiiiii (67,332)
(@ (T RSP RTSOPRPR (54,989)

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

$

3,817,515

14,467,187

26,814

437,574

496,769

2,297

(4,448,871)

$

14,799,285
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State of South Carolina

Statement of Revenues, Expenditures,

and Changesin Fund Balances

GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2011
(Expressed in Thousands)

Departmental Local
General Program Government
Fund Services Infrastructure
Revenues:
Taxes:
INAIVIAUAI INCOME.......eeiiiietieet et $ 2,886,388 — $ 12,000
Retail SAlES @Nd USE.......cccuiiiiiiiiiiieee e 3,343,926 2,573 —
OB 1,170,845 11,896 —
Licenses, fees, and PermMIitS.........ccueeiiiieeiiie e e e 296,348 18,605 97,994
Interest and other investment income. 23,530 188 54,434
Federal........cocovvvninnenne 81,700 7,560,826 26,310
Local and private grants.. 49,009 6,457 —
Departmental services.... 583,759 17,108 204
Contributions................ 39,716 55,236 66,374
FINeS and PENAILIES. ........oeeeeiee et 100,405 13,384 —
Tobacco legal SetemeENnt...........couei i — — —
(O 14 T= U TUUTO PRSPPI 295,748 267,127 25
TOtal FEVENUES. ... 8,871,374 7,953,400 257,341
Expenditures:
Current:
GeNeral QOVEIMMENL......ccuiiiiiiie ettt e et s e e s e e s e e ennneeeeneee s 498,400 81,775 496
EAUCALION. ... 420,096 181,166 —
Health and enviroNmMeNt............oooiiiiiiii e 2,170,109 4,685,503 —
SOCIAI SEIVICES. ...ttt ettt 157,153 1,710,202 —
AdMINIStration Of JUSTICE.......c.uieeiiie e 612,466 69,275 —
Resources and economic development...........cccvevvieeiiieeeiiie e 119,682 52,449 590
L= 105 oo T4 €= 14 oo ST 1,292 1,838 3,522
(02T ol =1 I o TV = V2SSOSR — — —
Debt service:
Principal retirement.............. 155,722 2,319 49,290
Interest and fiscal charges... 58,690 662 95,548
Intergovernmentai.................. 3,729,847 1,176,083 48,111
TOtal EXPENAITUIES. ... eiiiie ettt as 7,923,457 7,961,272 197,557
Excess of revenues over (under) eXpendituresS........cccvvvveevveeeiiieesnneennnns 947,917 (7,872) 59,784
Other financing sources (uses):
Bonds and NOtES iSSUED..........cocuiiiiiiiiiieciee e e — — 203,580
Refunding bONAS ISSUET. .........oiiiiiieeiie ettt 315,865 — 360,250
Premiums on bonds iSSUEQ...........cocuiiiiiiiiiiiiiiee e 37,581 — —
Discounts on boNdS iSSUEd..........cooiiiiiiiiiiieiieeee e — — (5,314)
CaAPItAl JEASES.......eeeeeeiee ettt s e e e e ennes 161 5 —
Payment to refunded bond escrow agent...........ccccoovviveiiiie e (168,173) — (360,250)
Redemption of refunded bonds............ccoiiiiiiiiiiic e (184,087) — —
TrANSTEIS Nttt ettt et ne e 120,769 116,934 7,940
TrANSTEIS OUL. ...ttt et (694,267) (39,591) (8,690)
Total other fiNanCiNng SOUICES (USES)...cciuiiiriuiieiiiieeeiieeeeee e e seeeeeeeee s (572,151) 77,348 197,516
Net change in fund balanCes...........cocciiiiiiiiiiiii e 375,766 69,476 257,300
Fund balances (deficit) at beginning of year (restated).........cccccocvveviieeiiieennnns 1,122,764 111,097 1,649,893
Fund balances (deficit) at end of Year.........cccceoiiiiiiiiiiiie $ 1,498,530 180,573 $ 1,907,193

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

Department of State Nonmajor
Transportation Tobacco Governmental
Special Revenue Settlement Funds Totals

$ — $ — $ — $ 2,898,388
— — 622,719 3,969,218
542,515 — 28,132 1,753,388

— — 98,871 511,818

2,016 2,459 (855) 81,772

724,940 — 10,640 8,404,416

— — — 55,466

17,854 — 6,199 625,124

— — 276,244 437,570

— — 9,001 122,790

— — 69,808 69,808

8,649 — 812 572,361
1,295,974 2,459 1,121,571 19,502,119

— — 109,895 690,566

— — 207,899 809,161

— 10,022 1,595 6,867,229

— — 10,744 1,878,099

— — 67 681,808

— — 326 173,047
860,720 — — 867,372
347,823 — 220,402 568,225

39,381 — 66,549 313,261

42,449 — 8,462 205,811

68,053 — 683,627 5,705,721
1,358,426 10,022 1,309,566 18,760,300
(62,452) (7,563) (187,995) 741,819

— — 1,927 205,507

— — — 676,115

— — — 37,581
— — — (5,314)

— — — 166
— — — (528,423)
_ — — (184,087)

1,057 — 64,310 311,010
(10,062) (500) (96,667) (849,777)
(9,005) (500) (30,430) (337,222)

(71,457) (8,063) (218,425) 404,597
(189,323) 30,867 687,620 3,412,918

$ (260,780) $ 22,804 $ 469,195 $ 3,817,515
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State of South Carolina

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Gover nmental Fundsto the

Statement of Activities

For the Fiscal Year Ended June 30, 2011
(Expressed in Thousands)

Net change in fund balances—total governmental fUNAS...........euviieiiiiiiiiiee e
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= Vo] ¢= o TV, {F= VST PURPOUPPRT
Depreciation expense
Excess of capital outlay over depreciation eXpense............ccocceieiiiieiniiiiinieeeciee e

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............cccccooviiiiiiieiiiiiiiie s

Losses on disposals of capital assets are reported as an expense in the statement of activities....................

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 NOtES ISSUED.........coiuiiiiiiiiiiiii et
Net bond premiums and discounts
Net bond and NOtE PrOCEEAS........ccviuieiiiii e e e e e neaaees

Bond issuance costs are expenditures in governmental funds, but are deferred assets in the
statement Of NEt ASSEES.........eii e

Certain capital additions were financed through capital leases. In governmental funds, a capital
lease arrangement is considered a source of financing, but in the statement of net assets, the
lease obligation is reported as @ liability...............ooii e

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 retir@MENt..... ..o
Note prinCipal Fetir€MENt...........eeiiiie e e e e e e e e e e e e nnnnees
Capital 188S€ PAYMENTS.......c ittt e e e e e e e e e e e nraaees
Payment to bond refunding agent.............cooiiiiiiiiiiiie
Deferred loss on bond refunding....

Total long-term debt repayment...........oocuiiiiiii e

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............ccoceiiiiiiii

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.

Increase in deferred reVENUES..............ooooiiiiiiiiii e

Eliminations relating to the consolidation of internal service funds resulted in a net increase in expenses
for the business-type activities in the statement of activities..............ccoeiriii e

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

(283,890)

(32,267)

$ 404,597
637,544

353,654

25,158

(5,980)
(881,622)

(913,889)

2,345

(166)
476,506
9,044
147
528,423
11,651

1,025,771

130,225

16,627

(11,107)
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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, 2011
(Expressed in Thousands)

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 iNtEresSt............oociiiiiiieiiiece e $ (12,870)
Interest accreted on capital appreciation debt..............ccoocoi (158)
Amortization of bond ISSUANCE COSES...........ceiiiiiiiiie e (2,184)
Net amortization of bond premiums and discounts...............ccociiiiiiiiiiiii e, 5,730
Amortization of deferred losses on refunding of debt.............ccccooiiiiiiiii (8,797)
Amortization of derivative instruments...............coooiiii i (225)
Net decrease in compensated absences payable............cooceeiiiiiiiiiiiiiiiie e 3,307
Increase in policy claims payable............occiiiiiiiiii e (377)
Net increase in other payables............ccociiiiiiii e (10,028)
Total additional EXPENSES.........cuuiiiiiiii e $ (25,602)
Change in net assets of governmental aCtiVItIES..........cooi it $ 1,001,633
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State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS

June 30, 2011
(Expressed in Thousands)

ASSETS
Current assets:
Cash and cash equivalents...........c.ccccoveeeiiiieeciiie e
INVESIMENES......iiiieiee e
Invested securities lending collateral..............cccooeiiiiiiiiiinins
Receivables, net:
ACCOUNES.....ciiiiii e e e e e e e enraee e e e e ne
COoNtriDULIONS......eeieeee e
PartiCipants.........coooiiiiiiie e
ACCIUEd INTErESt....ccieeeee e
Student accounts....
Patient aCCOUNES..........ooeiiiiieie e
Loans and NOLES.......cceeiiiiiiiiiie e
ASSESSMENTS....eiiiiiiieiiiie et
Due from Federal government and other grantors....................
Due from other funds..........ccccevvieiiieiiiee e
Due from component units...........cccccoeveeeiiieeiiiec e
INVENTOTIES. ....eeeeeie et e e seee e
Restricted assets:
Cash and cash equivalents
Investments............cceeenen

Prepaid items
Other current assets..........cocoueeiiieeeiiiec e

Total current asSetsS......cccviieiiieiiiieeeee e

Long-term assets:
INVESTMENES......iiiiiie e
Receivables, net:

ACCOUNES ...ttt e e e et e e nnaeeesneeeeannes

ContribUtIONS........oeieiieeeee e

PartiCipants........coociieiiiiee e

Student aCCOUNLS..........cccviieeiieecee e

LoaNns and NOES..........eviiiiieeiie et
Interfund receivables............ccoooveiiiiiiiiiiiccee e
Restricted assets:

Cash and cash equivalents...............ccoceeiiiiiieiiee e,

Investments..........cccceeenneen.

Loans receivable.

Prepaid ite€mMS.........vviiiiee e
Other [ong-term assets........ccccevieiiiiiee i
Deferred charges
Non-depreciable capital assets..........ccccoeoveeiiiieiiiieeieeeee
Depreciable capital assets, Net.........ccccoeeeiiiiiiiiiieiiees

Total long-term assets..
TOtAl ASSELS ..ttt

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
$ 1,064,638 $ 265,638 $ 23,432
74,183 — —
2,512 18 99
45,240 18,126 921
2,857 — —
5,727 37 89
48,821 — —
1,927 — 296
— 128,445 —
123,130 3,594 1,129
47,550 — 221
161,207 —_ _
17,972 — —
498,927 — 143,965
5 — 39,773
1,136 — 22,683
7,345 — 7,377
25,671 — —
6,616 — —539
2,135,464 415,858 240,524
20,984 — —
2,514 — —
38 — —
768 — 18,226
220,118 — —
19 — 126,882
53,845 — 752,351
66,982 — —
2,883 — —
3,707 — —
3,450 — 6,527
603,616 — —
3,249,029 — 880
4,227,953 — 904,866
6,363,417 415,858 1,145,390

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
$ 31,371 $ 91,105 $ 321,814 $ 1,797,998 $ 577,774

— — 79,243 153,426 —

— — 1,163 3,792 3,098
27,944 8,162 8,075 108,468 105,646

— — 45 2,902 —

— — 2,076 2,076 —

— 456 344 6,653 5,184

— — — 48,821 —

155,229 — 34,879 190,108 —

— 4,809 — 7,032 —

— — — 128,445 —

— — 1 127,854 —
12,778 — 19,007 79,556 47,375

— — — 161,207 2
18,225 — 3,661 39,858 6,425

3,392 7,421 42,837 696,542 —

— — 9,727 49,505 —

— — 74 23,893 —

— — 3,664 18,386 —

7,032 12 868 33,583 17,751
1,762 — 2,135 11,052 —
257,733 111,965 529,613 3,691,157 763,255

— — 13,866 34,850 426,585

— 39,835 19 39,854 1,229

— — 132 2,646 —

— — 6,309 6,309 —

— 82,584 — 101,578 —

— — 2,823 2,823 19,570
53,635 — 6,043 279,796 —
40,214 — 53,060 220,175 —

— — 5,882 812,078 —

— — 25,937 92,919 —

— — 10,982 13,865 —

2,561 — 5,915 12,183 444
15,970 1,652 1,395 28,994 78
11,260 — 65,656 680,532 7,067

513,990 98 85,965 3,849,962 103,947
637,630 124,169 283,984 6,178,602 558,920
895,363 236,134 813,597 9,869,759 1,322,175

Continued on Next Page
49




State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS (Continued)

June 30, 2011
(Expressed in Thousands)

LIABILITIES

Current liabilities:
Accounts payable............cooiiiiiiiiiii e
Accrued salaries and related expenses..
Accrued interest payable........................
Retainages payable.........ccccoviiiiiiiiiiiiie e
Tax refunds payable...........c.ccooiiiiiiiieeeee e
Unemployment benefits payable...........cccovveviieeniieeeiieeciee
Intergovernmental payables............ccooiiiiiiiiiiiii e
Tuition benefits payable...........cccooiiiiiiiee e
POlICY CIAIMS. ..o
Due to other fuNdS.........ccooiiiiiiii e
Unearned revenues..
[ =T oY 1] 1 R
Amounts held in custody for others...........cccocciiiiiiiiiiiiiens
Securities lending collateral.............cccooeiieeiiieeiiieeeee e
Liabilities payable from restricted assets:

Accounts payable..........ccccoviiiiiiee e

Advances from Federal government...........ccocceeeviieeviieeennennn.
Notes payable.........cooiiiiiii e
General obligation bond anticipation notes payable..................
Revenue bond anticipation notes payable...............ccccceiiie.
General obligation bonds payable
Revenue bonds payable............ccoooeiiiiiiiii
Limited obligation bonds payable............c.cccecveiviiiiiiieiiiiees
Capital leases payable..................
Compensated absences payable.
Other current liabilities .................
Total current liabilities............cooeioiiiiineeeeeeee
Long-term liabilities:

Retainages payable..........ccccoviiiiiiiiiiiiie e
Tuition benefits payable............ccoooiiiiiiiiie e
POlICY CIAIMS....ceiiiiie e
Interfund payabIles...........cooi i
UNEarned rEVENUES...........occvieiiieriieieeiee sttt
Other liabilities payable from restricted assets.
Advances from Federal government...........ccccceeeviieeviieeenneenn.
Notes payable.........c.ooiiiiiii e
General obligation bonds payable
Revenue bonds payable...............
Limited obligation bonds payable.
Capital leases payable...........ccooiiiiiiiiiieeee e
Compensated absences payable...........cccccoecviviiieiiieeicieens
Other long-term liabilities
Total long-term liabilities. .........cooovieeeiiieeee e
Total HabilitieS......c.coiiieiieee e

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
82,266 $ 41 $ —
67,686 — 771
13,422 — —
6,249 — —
— 8,980 —
— 3,779 —
— 14,288 —
38,483 5,086 269
154,083 — 112
10,446 — —

6,901 —_ _

5,891 41 232

1,368 — —

— — 18,482
_ — 24,930
— — 4,998
— 183,375 —
10,074 —_ _
30,000 — —
33,500 — —
26,450 — —
31,913 — —

5,191 — —
49,178 — 414
14,181 — 308

587,282 215,590 50,516
305 — —
28,723 — —
4,619 — —
— 783,693 —
67,884 — —
458,050 — —
712,017 — 765,168
98,620 — —
69,262 — 293
59,449 — 379
1,498,929 783,693 765,840
2,086,211 999,283 816,356

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

$ 39,923 $ 20,592 $ 12,224 $ 155,046 $ 10,037
21,558 — 18,601 108,616 3,884
7,902 — 937 22,261 543
3,400 — 6 9,655 248

— — — 8,980 —

— — — 3,779 —
— — — 14,288 108

— — 25,281 25,281 —
— — 16,539 16,539 461,421
— — 2,003 45,841 4,004
— — 5,474 159,669 138,752

— — — 10,446 —

— — 288 7,189 —
— — 1,368 7,532 7,266

— — — 1,368 —

— 891 106 19,479 —

— — — 24,930 —

— — 39,906 44,904 —

— — — 183,375 —
13,778 — 6,565 30,417 1,953

— — — 30,000 —

— — — 33,500 —

— — — 26,450 —
10,850 — 7,233 49,996 1,695
— — — — 1,345

— — 132 5,323 —
26,189 — 3,568 79,349 2,823
4,900 759 4,656 24,804 10,133
128,500 22,242 144,887 1,149,017 644,212

— — — 305 —

— — 145,790 145,790 —
— — 105,554 105,554 159,122
2,123 — 14,627 45,473 885

— — 383 5,002 —

— — — 783,693 —
11,575 — 45,554 125,013 1,984

— — — 458,050 —
430,395 73,095 51,765 2,032,440 12,681
— — — — 3,816

— — 426 99,046 —
— — 2,785 72,340 2,706

2,561 1,282 2,339 66,010 —
446,654 74,377 369,229 3,938,722 181,194
575,154 96,619 514,116 5,087,739 825,406

Continued on Next Page
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State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS (Continued)

June 30, 2011
(Expressed in Thousands)

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
NET ASSETS (DEFICIT)
Invested in capital assets, net of related debt............................. $ 2,449,361 $ — $ 880
Restricted:
Expendable:
EdUCALION. ...t 230,715 — —
Capital ProjeCctS........eeiiuiereeiee e 450,982 — —
Dbt SEIVICE. ... ei it 69,301 — 40,732
LO@N PrOgramS. ....coouiiieiiiee ettt — — 243,238
INSUraNCe Programs.........cc.eeveruerieeieniesieeee et aes — — —
Nonexpendable:
EdUCALION. ... 189,610 — —
UNIEStrCEA. . ... 887,237 (583,425) 44,184
Total net assets (AefiCit).....cccvrrerrieeriie e 4,277,206 (583,425) 329,034
Elimination of internal service funds transactions........... (2,297) — —
Elimination of internal lease assets and liabilities........... 29,006 — —
Net assets of business-type activities after elimination............... $ 4,303,915 $ (583,425) $ 329,034

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
$ 78,732 $ 98 $ 99,221 2,628,292
— — 25,881 256,596
— — 314 451,296
92,972 8,111 2,211 213,327
— 50,678 — 293,916
— — 38,725 228,335
148,505 80,628 133,129 710,258
320,209 139,515 299,481 4,782,020
_ — — (2,297)

— — (29,006) —

$ 320,209 $ 139,515 $ 270,475 4,779,723

INTERNAL
SERVICE

FUNDS

$ 87,618

20,000
385,486

3,665

$ 496769
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State of South Carolina

Statement of Revenues, Expenses,
and Changesin Fund Net Assets

PROPRIETARY FUNDS

For the Fiscal Year Ended June 30, 2011
(Expressed in Thousands)

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
Operating revenues:
ASSESSIMENES. .. eeuiitieiieteee ettt e et et e e ste e teebe e e e sreebesneenee e $ — $ 521,089 $ —
Charges fOr SEIVICES. .......couuiiiiiiiiiiieie e 1,570,247 — 12,468
ContribUtIONS. ..o — — —
Interest and other investment income. 330 — 52,536
Licenses, fees, and permits...........cccccoevcieieneeennne — — —
Operating revenues pledged for revenue bonds...........ccccceeeiieeenns 214,975 — —
Federal operating grants and contracts............cccccceeeiiiiiiiiiineeennns 458,432 1,754,150 —
State operating grants and contracts.............ccoeceieiiiiiiiniiee e 247,843 — —
Local/private operating grants and contracts.... 63,021 — —
Other operating reVENUES...........cccuiiiiiiieiiii e 54,273 36,813 —
Total Operating rEVENUES.........cciiiiie et 2,609,121 2,312,052 65,004
Operating expenses:
General operations and administration...............cccccceeeiiiiiieiee e, 3,176,378 — 16,962
Benefits and ClaimsS............coviviiiiiiiiiiiiiiiieeeeeeeeeeeeeee s — 2,171,063 —
Tuition plan disbursements............cccooeiiiiii — — —
Interest........ooovvveveviiiieiiiiiiiiieen, — — 37,529
Depreciation and amortization... 195,149 — 731
Scholarships and fellowships..... 262,391 — —
Other operating EXPENSES. .......ccuuiiiiiiieiiiiee it — — 1,396
Total Operating EXPENSES......ciciiiriiiiiieeriiee e 3,633,918 2,171,063 56,618
Operating iNnComMe (I0SS).....ccoiiiiiiiiiiiiiiiec e (1,024,797) 140,989 8,386
Nonoperating revenues (expenses):
Federal and local government appropriations............c.cccceevcevevcnneen. 74,543 — —
Interest iNCOME..........cooiiiiiiiiiiei e 59,785 145 (67)
Contributions...... 106,337 — —
Federal grants and contracts...........ccccoiiiiiiiiiinniiii e 489,691 — 221,220
Local/private grants and contracts...........c.cccceeviieeiniice e 9,929 — —
INtErESt EXPENSE. ...ciiiiiiii et (59,876) — —
Net other nonoperating revenues (eXpenses)...........ccccevvueeeiieeeenns 2,880 — (216,262)
Total nonoperating revenues (EXPENSES)......cccuveeeeeeeierivvreeeeaennns 683,289 145 4,891
Income (loss) before other revenues, expenses,
10SSEeS, and tranSfers. ... (341,508) 141,134 13,277
Federal capital grants and contracts...........ccoccuiiieiiiiiiiiiiine s 34,176 — —
Local/private capital grants and contracts...........cccccceeviiiiiiieeenineenn. 62,007 — —
Gain on early extinguishment of debt — 35,189 —
Additions to endoOWMENtS..........cccvviiiiiiiie e 35,150 — —
TraNSTEIS IN. ..o 615,015 — 400
TrANSTEIS OUL...coieiiiiiiiie e e (14,320) (200) (474)
Change in Net @SSEeLS.....cuuiiiiiiiiiiiie e 390,520 176,123 13,203
Net assets (deficit) at beginning of year.........ccoeeeiiiiiice 3,886,686 (759,548) 315,831
Net assets (deficit) at end of year..........occevvviieiiiiinii e 4,277,206 (583,425) 329,034
Elimination of internal service funds transactions...................... 11,107 — —
Elimination of internal lease transactions.............cccccceveeeinnne. (1,586) — —
Net assets (deficit) after eliminations............cccccceeeeeeen. $ 4,286,727 $ (583,425) $ 329,034

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
$ — $ — $ — $ 521,089
1,012,421 16,398 409,109 3,020,643
— — 665 665
— 182 22,362 75,410
— — 1,757 216,732
— — 62 2,212,644
— — — 247,843
— — — 63,021
15,366 28 38,972 145,452
1,027,787 16,608 472,927 6,503,499
925,004 9,695 329,688 4,457,727
— — 956 2,172,019
— — 4,750 4,750
— 5,776 — 43,305
54,466 3,270 6,353 259,969
— — — 262,391
— 3,106 2,433 6,935
979,470 21,847 344,180 7,207,096
48,317 (5,239) 128,747 (703,597)
— — — 74,543
1,665 — 11,234 72,762
_ — 2,074 108,411
— — 530 711,441
— — 393 10,322
(26,188) — (4,771) (90,835)
— 449 (4,469) (217,402)
(24,523) 449 4,991 669,242
23,794 (4,790) 133,738 (34,355)
— — 183 34,359
— — — 62,007
— — — 35,189
— — 1,795 36,945
— — 1,591 617,006
— — (55,120) (70,114)
23,794 (4,790) 82,187 681,037
296,415 144,305 217,294 4,100,983
320,209 139,515 299,481 4,782,020
— — — 11,107
— — 1,586 —
$ 320,209 $ 139,515 $ 4,793,127

$ 301,067

INTERNAL
SERVICE
FUNDS

$ —
2,081,842

725
70

27,142

108,340
2,218,119

349,017
1,743,139

7
17,118

5,255
2,114,536
103,583

24,162

(1,187)
11,792
34,767

138,350

3,515

(11,640)

130,225
366,544
$ 496769
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State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS

For theFiscal Year Ended June 30, 2011
(Expressed in Thousands)

Cash flows from operating activities:
Receipts from customers, patients, and third-party payers................
ASSESSMENES FECRIVEM. ......oiiiiiiiiiiieec s
Grants rECEIVEM. ... ..ottt e e e
Receipts from collection of loans and notes..........ccccccoeviveeiiienenenne
Receipts of funds held for others...........cccooeoiiiiiiiici e
Internal activity—payments from other funds.
Tuition plan contributions received............ccccooiiiiiiiiiiiiie e
Other operating cash reCeipts........ccvvviieeiiiee i
Claims and benefits paid...........c.cccooveeeiiieenns .
Payments to suppliers for goods and services.........cccccocvveeviveeennnnnn.
Payments to employees............oooiiiiiiiiiiiiee e
Payments for scholarships and fellowships............cccocceeviieeinieennnnee.
Loans issued to StUdeNtS.........coocueiiiiiiiiiiie e
Payments of funds held for others...
Program 10ans iSSUEQ.............coiiiiiiiiiie i
Internal activity—payments to other funds..........ccccccovviiiiieeinieeee,
Other operating cash payments.............cccoooiiiiiiiene e

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

Cash flows from noncapital financing activities:
State, county, and local appropriations..
Federal appropriations...........ccccccecveeenne
Funds held for others............cooiiiii e
Principal payments received from other funds..........ccccccoeviiveviennnns
Principal payments made to other funds .
Receipt of interest from other funds...........ccccovoeiiiienii e
Advances from Federal government.............ccooveeveiieenieieeieeneeee
Proceeds from sale of noncapital debt............cccoeveiiiiiiiieeiieee,
Principal payments on noncapital debt..............cccoooiiiiiiiiiiine
Interest payments on noncapital debt....
Payment of bond issuance COSts..........cccooriiiiiiiiniicee e
Gifts and grants for other than capital purposes..........ccccceeovvevienennnns
Payments from Federal grants.............coooeeiieiiiie i
Other noncapital financing cash receipts ........cccccceeevieevciee e,
Other noncapital financing cash payments ..........ccccccoioeiiiiiienennn.
TrANSTEIS M.
TraNSTEIS OUL......eeeiiiee ettt e

Net cash provided by (used in)
noncapital financing activities..........cccoovviiiiienii i,

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

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
1,649,080 — $ —
— 436,596 —
732,716 1,821,405 —
598,986 — 282,730
227,798 — —
88,292 — —
42,800 185 15,979
— (2,180,906) —
(1,189,540) (19) (8,972)
(2,067,386) — (7,695)
(133,295) — —
(619,056) — —
(174,421) — —
— — (156,338)
(99) — —
(844,125) 77,261 125,704
65,903 — —
15,330 — —
(522) — —
— 115,595 —
— — 56,000
— — (86,090)
(70) — (37,268)
— — (838)
621,913 — —
— — 221,220
34,111 — —

(505) — (216,916)
615,004 — 400
(13,620) (200) (474)

1,337,544 115,395 (63,966)
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State of South Carolina

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

$ 981,841 $ 33,228 $ 407,677 $ 3,071,826 $ 1,443,244

— — 88,952 525,548 —

— — — 2,554,121 —

— 800,456 — 1,682,172 —

— — — 227,798 —
— — — 88,292 664,953

— — 786 786 —
14,005 — 51,937 124,906 158,439
— — (120,321) (2,301,227) (1,618,153)
(390,959) (39,512) (138,841) (1,767,843) (402,932)
(440,717) (2,764) (190,938) (2,709,500) (67,742)

— — — (133,295) —

— — — (619,056) —

— — — (174,421) —

— (20,786) — (177,124) —
(88,292) — — (88,292) (23,069)

— — (14,471) (14,570) —
75,878 770,622 84,781 290,121 154,740

— — — 65,903 —

— — — 15,330 —

— — — (522) —
— — — — 8,582
— — — — (2,140)
— — — — 303

— — — 115,595 —

— — — 56,000 —

— (821,605) (3,003) (910,698) —

— (7,304) (1,568) (46,210) —

— — — (838) —

— — (4,733) 617,180 —

— — — 221,220 —

— 449 377 34,937 —

— — — (217,421) —
— — 891 616,295 3,515
— — (55,108) (69,402) (11,640)
— (828,460) (63,144) 497,369 (1,380)

Continued on Next Page
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State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS (Continued)

For theFiscal Year Ended June 30, 2011
(Expressed in Thousands)

Cash flows from capital and related financing activities:

Capital appropriations.............cceeeecieeeiiie e
Acquisition of capital asSets .........cccceeviiiiiiiie i
Principal payments on limited obligation bonds............cccccceeviieennnnen.
Proceeds from issuance of capital debt.............ccceeviiveiiieeniieee.
Principal payments on capital debt
Interest payments on capital debt.............ccccoevieeiiiiiinie e
Payment of agent and broker fees............ccoooiiiiiiniiiieene e
Proceeds from sale or disposal of capital assets..........cc.ccccvevrueennnns
Capital grants and gifts received............ocooiiiiiiiiiiiee e
Net cash used in capital and related
fINANCING ACHIVITIES ...uiiiiiii e

Cash flows from investing activities:

Proceeds from sales and maturities of investments.................ccc......
Purchase of investments ...........cccccooveiiiiiic i
Interest and dividends on investments..........cccccoeeeeviien e,
Transfer of endowment funds.............ccooveieiiiieeiie e
Net settlement of investment derivative............c.cccoeiieiiieeieeee,
Collection of escrow payments from borrower..............cccccoeeeeeneennen.

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

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

Cash and cash equivalents at beginning of year...........cccccceeviivnnnne.
Cash and cash equivalents at end of year..........ccccovveiviieeviee e

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

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
$ 10,242 $ — $ —
(301,898) — (262)
268,556 — —
(195,111) — —
(58,976) — —
(90) — —
1,561 — —
92,153 — —
(183,563) — (262)
98,329 — —
(102,169) — (157,172)
29,703 144 6,616
(28,712) — —
(2,849) 144 (150,556)
307,007 192,800 (89,080)
1,476,676 72,838 256,477
$ 1,783,683 $ 265,638 $ 167,397

58



State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ — $ — $ — 10,242 $ —
(36,168) (66) (33,476) (371,870) (2,951)
— — — — (1,345)
— — 62,088 330,644 —
(23,908) — (68,447) (287,466) (3,842)
(25,251) — (3,493) (87,720) (1,187)
(2,006) — (1,313) (3,409) —
9 — 447 2,017 —
— — 103 92,256 —
(87,324) (66) (44,091) (315,306) (9,325)
6,034 — 321,768 426,131 52,054
(10,209) — (424,150) (693,700) (105,990)
1,654 184 106,618 144,919 27,531
— — 3,027 (25,685) —
— — 1,582 1,582 —
— — 1,739 1,739 —
(2,521) 184 10,584 (145,014) (26,405)
(13,967) (57,720) (11,870) 327,170 117,630
102,365 156,246 382,564 2,447,166 460,144
$ 88,398 $ 98,526 $ 370,694 2,774,336 $ 577,774

Continued on Next Page
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State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS (Continued)

For theFiscal Year Ended June 30, 2011
(Expressed in Thousands)

Reconciliation of operating income (loss) to net cash

provided by (used in) operating activities:

Operating iNCOME (I0SS) ....vvveeiiiiieiiiee e e

Adjustments to reconcile operating income (loss)

to net cash provided by (used in) operating activities:

Depreciation and amortization .............cccooiiiiiiiiiii e,
Provision for bad debts
Net increase in the fair value of investments..............ccoccoiiiiiiiie
Interest payments reclassified as noncapital financing activities........
Amounts received for payment of claims..........cccccevoiiiiiiieiienieee
Payment of claims.........cccccceeevieeiieeeen.
Other nonoperating revenues... .
Other Nnonoperating EXPENSES. .......cccuvveviuieeriieeeniieeeeee e eeeeesaeee s

Effect of changes in operating assets and liabilities:
Accounts receivable, Net..........ccooiiiiiiii
ACCIUEd INTEIEST.....oiii e
Loans receivable............ccooiiiiiiiiii
Assessments receivable, net.............ccccceeeeeeeeiennen.
Due from Federal government and other grantors....
Due from other funds..........cccoceviiiiiniiieeeee
INVENEOTIES. ...ttt
Other @SSEtS. ...couiiiiieie et
ACCOUNES PAYADIE......coiiiiieiiiie e
Accrued salaries and related eXpenses..........ccccceeveciviieeeeeeiciiieeeeeen,
Tax WithROIAINGS.....c..eeeeeee e
Accrued interest payable............ccooiiiiiiiiii
Retainages payable.........cccoviiiiiiiiiiie e
Tax refunds payable
Unemployment benefits payable...........ccoooeieiiiieiiiiieieeeee e
Tuition benefits payable............ccooiiiiiiiiie e
Policy claims...................
Due to other funds...
Unearned revenues
11T oo ]| £ TSRS
Compensated absences payable ..........ccccoeeeiiieiiiiee i
Other lIabilities.........coiieeeeee e

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

Noncash capital, investing, and financing activities:
Acquisition of capital assets through donations..............ccccccevinnns
Disposal of capital @SSets.......cceovviviviiiiiiiie e
Borrowing under capital leases..........
Increase in fair value of investments..
Transfers of non-financial assets.......
Other NONCash actiVity..........oeoeieiiiie e

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

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

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
(1,024,797) 140,989 $ 8,386
195,149 — 731
512 — —
— — 37,529
675 — —
329 — —
(38,074) (846) (71)
30 —_ 4
2,163 — 80,511
— (77,458) —
2,712 22,962 —
— 228 (221)
(535) — —
(986) — (1,272)
(4,247) 9,526 —
3,176 — 285
— (43) —
146 — —

— 2,171 —

— (16,906) —
(2,181) (3,362) —
15,858 — 112

1,761 — —
2,068 — (2)
2,116 — (288)

(844,125) 77,261 $ 125,704

4,985 — $ —
(490) — —
5,683 — —
34,568 — 1,211
(712) — —
501 — 84,000
44,535 — $ 85,211
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ 48,317 $ (5,239) $ 128,747 $ (703,597) $ 103,583
54,466 3,270 6,353 259,969 17,118
79,601 148 23,125 103,386 —
— — (22,329) (22,329) —
— 5,776 — 43,305 —
— — 87,308 87,308 —
— — (102,803) (102,803) —
— — 2,999 3,674 11,983
2,031 — 1,861 4,221 —
(105,256) (23,374) (23,168) (190,789) 59,222
— — — 34 16
— 800,274 — 882,948 —
— — — (77,458) —
— — — 25,674 —
(3,855) — 6,712 2,864 (21,701)
(169) — 211 (493) (365)
(1,660) (12) 1,598 (2,332) 320
2,335 (8,487) 189 (684) 10,704
— — 13 3,474 (120)
— — — (43) —
— — — — (130)
— — — 146 —
— — — 2,171 —
— — — (16,906) —
— — (8,074) (8,074) —
— — (16,562) (16,562) (4,467)
68 — 72 (5,403) (633)
— — (1,707) 14,263 (20,815)
— — — 1,761 —
— (327) 292 2,031 25
— (1,407) (56) 365 —
$ 75,878 $ 770,622 $ 84,781 $ 290,121 $ 154,740
$ — $ — $ — $ 4,985 $ —
— 50,200 (33) 49,677 —
— — 23 5,706 —
— — 160,143 195,922 —
— — (12) (724) —
— — 966 85,467 —
$ — $ 50,200 $ 161,087 $ 341,033 $ —
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State of South Carolina

Statement of Fiduciary Net Assets

FIDUCIARY FUNDS

June 30, 2011
(Expressed in Thousands)

ASSETS

Cash and cash equivalents..........c.cccocovevieeninnnnne

Receivables, net:
ACCOUNES ...t
Contributions........cccuviiiiiiiii
Employer long-term..........ccccveeviinviieeniie e
Accrued interest..........cccccoeeiiiiieiiiiiie e

Due from other funds..........ccoeccvvivieiiniiee e
Investments, at fair value:
Short term SECUtieS......ccoevvvveiiiiee e
Debt-domestiC.........ccvveiiiiiiiiiiee e
Debt-international..........ccccooceveiiiiiniiieeeeeee
Equity-domestiC........cooueiiiiiiiiiii e
Equity-international.............ccccoeviiiiniiienieeeee
ARErNAtiveS. ...
Financial and other..........ccccoooiieiiiieiieeeeeen
Total investments..........ccoociiiiiiiiiiiiiieeeeeees
Invested securities lending collaterail......................
Capital assets, Net .......cccoeeeeviiiiiieeeeee e
Prepaid items.......coooiiiiiee e
Other assets.......cooocuiiiiiiiiicie e

Total @SSetS....uviiiiiiiiiiiiiiiee e

LIABILITIES

Accounts payable..........ccooceiiiiiiiiii
Accounts payable—unsettled investment
PUICHASES....ceiiiiieeiiie et
PolIiCy ClaIMS...cc.eiiiiiiieieic e
Due to other funds.........cccocvviieiiiniiiic e
Tax refunds payable..........ccccvviiiieiiiee e,
Intergovernmental payables.............cccoooeiiiiiennnen.
DEPOSIES. ..eiveieeciiee et
Amounts held in custody for others.............cccc.c....
Deferred retirement benefits...........ccccoceninciinene
Securities lending collateral..............ccceviieeiiieenn.
Due to participants...........cccceeeeiviiieee e
Other liabilities...........cccooviriiiiiiiie

Total liabilities

NET ASSETS

Held in trust for:
Pension and other post-employment benefits......
External investment pool participants.............
Other purposes.........cccveeeeeeeeceiieennn.

Total net asSetS....ccccvvvevviieeviee e

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

Pension and

Other Post- Investment Trust Private-
Employment Local Government Purpose
Benefit Trust Investment Pool Trust Agency
3,036,398 $ 1,244,507 14,241 228,030
— — — 2,037
165,539 — — —
26 — — —
68,440 6,079 914 567
739,291 503 530 —
25,006 — — —
— — — 538
998,302 6,582 1,444 3,142
50,564 — — 54,795
11,663 — — —
4,220,185 1,300,723 — —
3,206,634 — — —
2,086,138 — — —
1,240,731 — — —
13,508,662 — — —
42,165 278,915 1,437,890 22,097
24,316,178 1,579,638 1,437,890 22,097
232,021 73,267 47 418
3,103 — — —
1,063 — — —
_ — 4,905 —
28,637,629 2,903,994 1,458,527 308,482
18,521 — 1,287 13,615
1,338,959 — 183 —
203 — — —
82,724 — — —
— — — 50
— — — 19,888
— — — 3,000
— — — 270,948
364,005 — — —
332,063 73,263 110 981
98,898 — — —
2,235,373 73,285 1,580 308,482
26,402,256 — —
— 2,830,709 —
_ — 1,456,947
26,402,256 $ 2,830,709 1,456,947
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State of South Carolina

Statement of Changesin
Fiduciary Net Assets
FIDUCIARY FUNDS

For the Fiscal Year Ended June 30, 2011
(Expressed in Thousands)

Pension and
Other Post-

Investment Trust

Employment Local Government Private-Purpose
Benefit Trust Investment Pool Trust
Additions:
Licenses, fees, and permitS..........c..coceeveeeeeceieecee e $ — $ — 43
Contributions:
EMPIOYET ... .ot 1,262,760 — —
EMPIOYEE. ... 644,337 — —
Deposits from pool participants... — 5,117,983 —
Tuition plan dePOSILS.........coeiiiiiiiiiiiiee e — — 79,773
Other contribUiONS. ..........oiiiiiii e — — 7
Total contribUtioNS...........oooiiiiiiiie e 1,907,097 5,117,983 79,780
Investment income:
Interest income and net appreciation in investments...................... 4,233,588 12,154 252,895
Securities 1ending INCOME...........cooiiiiiiiiii e 1,383 97 —
Total investment INCOME..........ooiiiiiiiiii 4,234,971 12,251 252,895
Less investment expense:
INveStMeENt EXPENSE.......cciiiiiiiiiiieie e 71,050 — —
Securities lending expense 6 30 —
Net investment iNCOMe...........oooiiiiiiiiii e 4,163,915 12,221 252,895
Assets moved between pension trust funds...........ccccceveeeeiiiiiiienennn. 2,153 — —
Total additions 6,073,165 5,130,204 332,718
Deductions:
Regular retirement benefits. ... 2,245,254 — —
Supplemental retirement benefits...........occoiiiii 869 — —
Deferred retirement benefits...........ccoouieiiiiii 156,106 — —
Refunds of retirement contributions to members 99,550 — —
Death benefit Claims..........coooiiiiiiii 18,655 — —
Accidental death benefits. ... 1,534 — —
Other post-employment benefits............ccccoviiiiiiiiiiiniieee 337,232 — —
Withdrawals, pool participants............cccueeeiiiiiiiiiiie e — 4,704,463 —
Distributions to pool participants.... — 9,668 —
DePreCiation.........c.eeeiiiei e 118 — —
Administrative EXPeNSE...........ceveiiiiiiiiiiiie e 21,284 155 11,463
Payments in accordance with trust agreements... — — 153
Other EXPENSES......cccocvvieiiee e eeeeae e — — 80
Assets moved between pension trust funds............cccccceiiiii. 2,153 — —
Total dedUCHIONS....coiiiiiiiiiccee e 2,882,755 4,714,286 11,696
Change in Net ASSEetS.........ciiiiiiiiiiiiiiee et 3,190,410 415,918 321,022
Net assets at beginning of year.... 23,211,846 2,414,791 1,135,925
Net assets at end Of YEar.........cocuiiiiiiie it $ 26,402,256 $ 2,830,709 1,456,947

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

June 30, 2011
(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.............c..cccccovveveeuennne. $ 100,799 $ 237513 § 612 $ 21,179 $ 19,287 379,390
Investments..........cccoeoeviiiiiiiiiiiiiil 24,574 — — — 65,214 89,788
Invested securities lending collateral — 1,071 — — 5 1,076
Receivables, net:
ACCOUNLS ... 200,978 18,672 — 32,161 3,198 255,009
Contributions ..........coevviieiiiiiiee e, — — — — 5,762 5,762
Accrued interest 2,398 — — — 516 2,914
Loans and NOtES............coevvveieiiiiiiiiiiiieeeeeeeeeeeeeas — — — — 25 25
Due from Federal government and other grantors. — — — — 309 309
Due from primary government.............cccceecveeenen. — 167,541 — — — 167,541
Inventories 586,056 6,079 319 1,710 — 594,164
Restricted assets:
Cash and cash equivalents...............ccccvvveeeeennn. 148,119 — — 469 22,738 171,326
Investments...............cc 109,340 — — — — 109,340
Prepaid items 15,024 3,958 44 — 16 19,042
Other current assets........ccccvviiiiiiiieiiiieeeeee 237,739 60 — 753 285 238,837
Deferred charges.........c.ccccoiiiiiiiiiieinie e — — — — 1,219 1,219
Total current @ssets..........ccceviveeinieieiiiee e, 1,425,027 434,894 975 56,272 118,574 2,035,742
Long-term assets:
Investments..............ccco 98,024 17,094 — — 751,691 866,809
Receivables, net:
ACCOUNES.....ooviiiiiiiiiieieieieiete e — — — — 3,769 3,769
ContributionS.........coovviciiiiiee e — — — — 37,286 37,286
Loans and NOtes............ccevvveieiiiiiiiiiiiiieeeeeeeeeeeees — — — — 30 30
Restricted assets:
Cash and cash equivalents.............c.occoieeiennnn. 332,280 — 948 — — 333,228
Investments...........ccccvveeeenn. 447,356 — 4,374 — — 451,730
Other long-term assets.... 53,942 — — 5,432 31 59,405
Deferred charges................ 721,251 1,527 3,505 — — 726,283
Investment in joint venture............c.cccooi. 10,769 — — — — 10,769
Non-depreciable capital assets............ccccccvveeeennn. 1,048,727 343,727 — — 8,971 1,401,425
Depreciable capital assets, net..............coccceeeeinen. 3,824,701 274,069 145,165 540 678 4,245,153
Total long-term assets........ccccceiiiiiiiieeiiiiiiies 6,537,050 636,417 153,992 5,972 802,456 8,135,887
Total ASSEtS....uuuiiiiiriiiiiiiiiiiiiiii 7,962,077 1,071,311 154,967 62,244 921,030 10,171,629

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, 2011
(Expressed in Thousands)

Connector
Public State 2000 Nonmajor
Service Ports Association, Lottery Component
Authority Authority Inc. Commission Units Totals
LIABILITIES
Current liabilities:
Accounts payable................cccoveeereeeeeeeeeeeeen $ 259,307 $ 7,908 $ 692 $ 977  $ 2,050 $ 270,934
Accrued salaries and related expenses................. 7,212 2,396 — 775 51 10,434
Accrued interest payable 113,134 8,844 — — — 121,978
Retainages payable...........cocciiiiiiiiiiis — 4,178 — — — 4,178
Prizes payable...........ccccoeeiiiiiiiiiii e — — — 23,262 — 23,262
Intergovernmental payables.............ccccceeiiiiiiiines — 353 — — 20 373
Policy claims.........coooiiiiiiiiiic 2,263 — — — 26,000 28,263
Due to primary government..............ccceeeeeeeeniinnnes — — 10,442 34,754 161,214 206,410
Unearned revenues and deferred credits............... — — 237 601 13,044 13,882
DEPOSItS. ....oeeiiieieiiiie e — — 17 — — 17
Amounts held in custody for others.. — — — — 359 359
Securities lending collateral...............cccoccceieennnes — 2,512 — — 11 2,523
Liabilities payable from restricted assets:
Accounts payable............ccoociiiiiiiii — — — — 470 470
Accrued interest payable............ccoocciiieiiiiiiiiinns — — 3,625 — — 3,625
Notes payable.........cccccoviiiiiiiiiii — 345 — — 22 367
Revenue bonds payable.. 361,781 4,125 7,300 — — 373,206
Capital leases payable..... 1,444 7 — — — 1,451
Commercial paper notes.................. 159,338 — — — — 159,338
Compensated absences payable..............ccccec..e. — 2,348 — 551 59 2,958
Other current liabilities............ccocvviiiiiiiiniiee 70,895 12,981 1,118 220 446 85,660
Total current liabilities.............cccocoveviiiiiiinns 975,374 45,997 23,431 61,140 203,746 1,309,688
Long-term liabilities:
Retainages payable 13,061 — — — — 13,061
Policy claims.........cocoveiiiiiiiniiiiiiices — — — — 114,434 114,434
Unearned revenues and deferred credits............... 332,279 — — — — 332,279
Amounts held in custody for others.............c..ccc... — — — — 2,522 2,522
Notes payable — 604 — — — 604
Revenue bonds payable............ccccoeeriiiiiiiiiennn. 4,758,759 176,909 319,039 — — 5,254,707
Capital leases payable............cccoueiiiiiiiiiiiiineeee 2,470 4 — — — 2,474
Compensated absences payable 18,525 — — 95 83 18,703
Other long-term liabilities.............. 104,145 — — — 8,556 112,701
Total long-term liabilities............ccooceivieiiineens 5,229,239 177,517 319,039 95 125,595 5,851,485
Total llabilitieS.......cccvveviiiicice 6,204,613 223,514 342,470 61,235 329,341 7,161,173
NET ASSETS (DEFICIT)
Invested in capital assets, net of related debt........ (62,332) 490,660 (58,891) 540 9,649 379,626
Restricted:
Expendable:
Education..........ccccevieiiiiiii — — — — 232,573 232,573
Capital projects 79,079 1,175 — — — 80,254
Debt service.......... 126,512 9,287 — — — 135,799
OFher. e 204,305 515 — 469 2,177 207,466
Nonexpendable, education...............cccceeeernnnnie — — — — 380,114 380,114
UNrestricted.........coeveiiieeiiiecceee e 1,409,900 346,160 (128,612) — (32,824) 1,594,624
Total net assets (defiCit)........cccovveriiiriernnnenn $ 1,757,464 $ 847,797 $ (187,503) $ 1,009 $ 591,689 $ 3,010,456
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State of South Carolina

Statement of Activities

DISCRETELY PRESENTED COMPONENT UNITS

For the Fiscal Year Ended June 30, 2011
(Expressed in Thousands)

Program Revenues

Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
Public Service Authority............ccccoeeeiiiiiiiiececieece, $ 1,802,124 $ 1,894,902 $ 3,723 $ —
State Ports AUthority..........cocceveiiiiiieeie e 109,444 122,125 6,134 2,975
Connector 2000 Association, INC..........ccceeeevvecvnnnee... 19,846 5,333 312 —
Lottery Commission.........cccoeviieriiiieeeeciiee e 1,050,713 1,050,582 43 —
Nonmajor component Units..........ccceeeveeiiieeeeeeeieennns 73,088 26,236 183,672 —
I 1 €= LS $ 3,055,215 $ 3,099,178 $ 193,884 $ 2,975

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

Net
Revenue Net Assets (Deficit) Net Assets (Deficit)
(Expense) Beginning of Year End of Year
$ 96,501 $ 1,660,963 $ 1,757,464
21,790 826,007 847,797
(14,201) (173,302) (187,503)
(88) 1,097 1,009
136,820 454,869 591,689
$ 240,822 $ 2,769,634 $ 3,010,456
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State of South Carolina

Notesto 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 accountable for purposes of financial reporting.
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
both. 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 June30, 2011:
State Housing Finance and Development Authority
South Carolina Education Assistance Authority
Jobs-Economic Development Authority
Patriots Point Development Authority

Fiscal year ended December 31, 2010:
The Public Railways Division of the Department of Commerce

The State’s five retirement systems and two post-employment benefit trust funds 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
and the trust funds. 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, based on the criteria
provided by GASB Statement No. 39, the economic resources received or held by the related foundations to which the State,
or its component units, is entitled or has the ability to otherwise access, are not significant to the State.

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, 2011.

Tobacco Settlement Revenue Management Authority

The Tobacco Settlement Revenue Management Authority, a blended component unit accounted for as a governmental
fund, was created 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 her 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, 2010.

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 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 University Medical Associates
Revenue Management Authority 1180 Sam Rittenberg Boulevard, Suite 355

122 Wade Hampton Office Building Charleston, South Carolina 29407

Capitol Complex www.musc.edu

Columbia, South Carolina 29201

WWwWw.treasurer.sc.gov Medical University Facilities Corporation
c/o Medical University of South Carolina

Medical University Hospital Authority Controller’s Office

Chief Financial Officer 19 Hagood Avenue

Post Office Box 250332 Suite 505, MSC 817

Charleston, South Carolina 29425 Charleston, South Carolina 29425

www.musc.edu www.musc.edu

The Citadel Trust CHS Development Company

c/o The Citadel c/o Medical University of South Carolina

171 Moultrie Street Controller’s Office

Charleston, South Carolina 29409 19 Hagood Avenue

Suite 505, MSC 817
Charleston, South Carolina 29425

University of South Carolina Trust www.musc.edu
Post Office Box 413
Columbia, South Carolina 29202 Enterprise Campus Authority

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

Columbia, South Carolina 29202
www.midlandstech.edu
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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, 2011. In
determining which discretely presented component units are 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. The following have been identified as the State’s major discretely presented component units:

Public Service Authority

The State General Assembly created the South Carolina Public Service Authority (Santee Cooper), a p ublic utility
company. Its primary purpose is to provide electric power and wholesale water to the people of South Carolina. The
Governor appoints its Board of Directors and 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. T he
financial information presented is for the Authority’s fiscal year ended December 31, 2010.

State Ports Authority

The State General Assembly created the South Carolina State Ports Authority 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, except for the Secretary of Transportation and the
Secretary of Commerce. Removal of the Governor’s appointed members requires a breach of duty or entering into a conflict
of interest transaction. 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 A ssociation, Inc. was created to contract with the State Department of Transportation (DOT) in
financing, acquiring, constructing, and operating turnpikes and other transportation projects, primarily the project known as
the Southern Connector in Greenville County. The leasing and operational agreements with the DOT provide the DOT with
certain managerial oversight authority. The toll rates established by the Association 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, 2010.

Lottery Commission

The South Carolina Lottery Commission was created through an act of the General Assembly to generate entertainment
for citizens and visitors of the state while providing revenue for educational purposes. The Commission 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, as nearly practical, that at
least 45% of sales must be returned to the public in the form of prizes to achieve its entertainment value and that the
Commission must transfer its net proceeds to the State to support improvements and enhancements for educational purposes
and programs.

Other Discretely Presented Component Units

The State’s government-wide financial statements also include the following non-major discretely presented component
units in the aggregate:

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 Foundation is governed by an independent, forty-
three member volunteer board of directors, with additional honorary and ex-officio directors.

The University of South Carolina Educational 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 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 is for the Association’s fiscal year ended December 31, 2010.

The South Carolina First Steps to School Readiness is a non-profit, tax-exempt public charity 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 initiative for improving early childhood development of the Act. 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.

73



State of South Carolina

The Children’s Trust Fund of South Carolina, Inc. is a non-profit, tax-exempt public charity with a purpose 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 Directors’ seventeen members and has the ability to
remove the appointed members at will. The financial information presented is for the Fund’s fiscal year ended
September 30, 2010.

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 Clemson University Foundation
(Santee Cooper) 110 Daniel Drive
One Riverwood Drive Clemson, South Carolina 29634
Post Office Box 2946101 www.clemson.edu
Moncks Corner, South Carolina 29461
WWW.santeecooper.com University of South Carolina Educational
Foundation
South Carolina State Ports Authority 208 Osborne Building
Post Office Box 22287 University of South Carolina
Charleston, South Carolina 29413 Columbia, South Carolina 29208
www.port-of-charleston.com www.sc.edu
Connector 2000 Association, Inc. The South Carolina Medical Malpractice
Post Office Box 408 Liability Joint Underwriting Association
Piedmont, South Carolina 29673 c/o Patient’s Compensation Fund
www.southernconnector.com 121 Executive Center Drive
Suite 110
The South Carolina Lottery Commission Columbia, South Carolina 29210
Post Office Box 11949 WWW.scjua.com
Columbia, South Carolina 29211
www.sceducationlottery.com The Children’s Trust Fund

1205 Pendleton Street, Suite 506
Columbia, South Carolina 29201
www.scchildren.org

Fund financial statements for the South Carolina First Steps to School Readiness 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 three military-
defense facility redevelopment authorities. The three authorities include the Charleston Naval Complex Redevelopment
Authority, the Myrtle Beach Air Force Base Redevelopment Authority and the Savannah River Site Redevelopment
Authority. The State does not have an ongoing financial interest in these authorities.

The State of South Carolina is a party state within 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.
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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.)

Statement of Activities and Eliminations

The statement of activities presents a co mparison 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 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. F or 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.

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, 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
monies from a Special Revenue Fund. 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, Debt Service Fund, 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 Program Services Fund accounts for restricted resources that State agencies use for continued
programmatic accomplishments. These resources include significant amounts of federal grant receipts. Some of the activity
in this fund was previously presented in the Departmental General Operating Fund as discussed further in Note 2.

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.
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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.

The Sate 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 federal grants and 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 and post-employment benefit 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, and the post-employment health, dental, and long-term
disability insurance benefits provided by the State to its retirees.

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

Private-purpose trust funds include a tuition savings plan benefiting college students and 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 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.

76



State of South Carolina

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 are items resulting from the provision of services and goods in connection with
the fund’s principal ongoing operations. The State classifies revenues and expenses as operating if the substance of the
transaction is an exchange transaction. Accordingly, grants and grant-like transactions are reportable as operating revenues
only if they are essentially contracts for services whereby 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 expenses those paid from operating revenues except financing related expenses such as interest expense, which is
reported as nonoperating.

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 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 or other lender; the Higher Education Fund then receives funds from the lender and
disburses the funds to the student or applies the amounts to the student’s account.) State appropriations to the Higher
Education Fund are recorded as transfers.

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 (GASB). Governments 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.

The Financial Accounting Standard Board (“FASB”) Accounting Standards Codification (“ASC”) is the source of
authoritative U.S. Generally Accepted Accounting Principles recognized to be applied by the private-sector. The State adopted
ASC in certain cases where the FASB does not conflict with or contradict guidance of the GASB as noted in the above paragraph.

c. Measurement Focus and Basis of Accounting

A particular measurement focus determines what resources are measured. T he 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.
Private —sector 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 basis of accounting as described below.
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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
they are 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 taxes (income, sales,
and similar) in the period when the underlying income or sales transactions occur, net of estimated overpayments or refunds.
Grants, donations, and similar items are recognized as revenue as soon as the State 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, 2011.

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. R evenues 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
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. R eceivables 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 expenditure or
expense. 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 expenditure or expense 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 cash on hand, cash
on deposit in banks and savings associations, 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. T he State Treasurer administers the cash
management pool. The pool includes some long-term investments such as obligations of the United States, government
sponsored entities, and domestic corporations, certificates of deposit, and collateralized repurchase agreements. Restricted
cash and cash equivalents represents cash on deposit with external parties held for compliance with laws, regulations, and
contractual obligations.

Most entities in the primary government and the discretely presented governmental component units participate in the
cash management pool. S ignificant exceptions include: 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 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 a maturity at the time of purchase 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.
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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 or federal agency
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 investment of all of the
State Retirement Systems’ investments. T he 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.

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 the lower of cost or market, 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 ltems

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.
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Capital assets are valued at historical cost or at estimated historical cost if actual historical cost data is not available.
Donated capital assets are recorded at estimated fair 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
as construction in progress. 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. 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 d epreciable capital asset in service,
depreciation is recorded using the straight-line method over the following estimated useful lives:

Asset Category Years

Land IMprovements......o.oooiiiiiiiiiiniiiiiiaiaaaens 3 -60

Infrastructure--highways................................... 75
Infrastructure--bridges...............oooii 50
Buildings and Improvements.......c..cccoceiiiiean... 5-55
Vehicles. ... 3-20
Machinery and equipment.............oooiiiiiiiiii. 2-25
Works of art; historical treasures...................... 10 - 25

Intangible assets.................o 3 -38

The State does not depreciate land, non-depreciable land improvements, and construction in progress. 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 apolicy that requires the proceeds from sales of collection items to be used to acquire other items for
collections. These non-capitalized collections include historical relics, antiques, fossils, and other South Carolina artifacts.

In the government-wide statement of activities, the State reports losses on disposal of capital assets as expense of its
General Government function and gains on such disposal as general revenue.

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
and paying for the financing thereof. Under an agreement between the Association and the 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.

|I. 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. L ong-term debt and other
obligations financed by proprietary funds are recorded as liabilities in the appropriate funds.
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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. Sick leave earnings remain at 15 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 leave when they terminate. H owever, 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 al iability when employees earn
compensated absence credits. Governmental fund financial statements record a liability for compensated absences payable at
June 30 only if the liability for accumulated vacation leave 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 non-current liabilities account.

p. Net Assets and Fund Balance

The State reports a portion of its net assets or fund balance in its government-wide and fund financial statements as
restricted. Net assets or fund balance, for enterprise or governmental fund types respectively, are reported as restricted when
constraints placed on resource 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, 2011, $1.315 billion was reported as restricted net
assets because of restrictions imposed by enabling legislation.

The State reports other constraints in its fund balance in the governmental funds as committed or assigned. Fund balance
is reported as committed if a state statute or constitutional provision constrains the use of resources of the state. Assigned
fund balance is constrained through appropriation actions of the legislature. Committed constraints can be removed only
through similar action that created the constraint, either legislation amending or repealing the statute or ratification of a
constitutional change by the electorate. The removal of constraints for assigned funds occurs through the budgetary process.

Non-spendable fund balance in the governmental funds reflects the lack of availability in form or substance of the assets
and liabilities reported in the fund to meet obligations of the fund in the near future.

g. Flow Assumption, Net Assets or Fund Balance

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 or fund balance are available. Within the unrestricted fund balance, committed resources would be
first applied, when available, followed by assigned resources before unassigned resources are used.

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 and estimable that such property will be reclaimed and paid to claimants, the State records a liability
and reduces revenue in the General Fund.
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NOTE 2. ACCOUNTING AND REPORTING CHANGES

a. Adoption of New Accounting Standards

Effective for the fiscal year 2010-2011, the State adopted the following Governmental Accounting Standards Board
(GASB) Statements.

Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, establishes fund balance
classifications that comprise a hierarchy based primarily on the extent to which a government is bound to observe constraints
imposed on the use of the resources reported in governmental funds. The Statement also modifies the guidance relating to
the use of special revenue funds, capital project funds, and debt service funds for reporting. The beginning fund balance
amounts were reclassified within the governmental funds with a net reporting effect of zero. See Note 2c¢ for the detailed
reporting fund effects. See also Note 1p and q for the State’s policies regarding the classifications of fund balance and the
flow assumptions in the use of constrained resources.

Statement No. 59, Financial Instruments Omnibus, updates and improves existing requirements to correct issues in
reporting and disclosures for certain financial instruments and external investment pools. The requirements have been
incorporated in these note disclosures.

b. Change in Estimate: Useful Lives of Assets

The estimated useful lives used to calculate depreciation for assets reported within the primary government were
reviewed for reasonableness. Based on the review, the depreciable lives of certain assets were modified based on the
availability of new information. These changes are being reported on a prospective basis; therefore, no restatement occurred
as a result of the change in estimate.

c. Change in Fund Reporting

As a result of the implementation of GASB 54 and related evaluations of the use of governmental funds, the following
reclassifications of beginning fund balance were made in the fund statements (expressed in thousands):

Departmental General Operating........c.cccceeevererenerenenne $ 485,941
Local Government Infrastructure...........cccooeveeeeevuveeeennn... 107,380
State Tobacco Settlement........cccoeoeeueeeeeevieeeeiieeeeeieeeene 13,715
Nonmajor Governmental Funds..........coccooeeniiiiiinicn. 346,345
Fromspecial revenue........occooeeiieienieiieieeeeee e 953,381
From capital project.......coccoveerieieninieeeeeeceee e 20,936
Frompermanent fund...........coccoooiiiiiiniiiiiniceceee 92
Increase in general fund $ 974,409

In addition to the above reclassifications to the general fund, the Children’s Education Endowment, previously reported
in the Non-major Governmental Fund as a non-major special revenue fund, was identified as a permanent fund. To properly
report this new permanent fund, $15.605 million was reclassified from special revenue to permanent funds.

In this process the reporting fund name was changed from Departmental General Operating to Departmental Program
Services to more accurately reflect the underlying activity reported within the fund.

d. Correction of Errors

During fiscal year 2010-2011, an error was discovered in the reporting of the Insurance Company Deposit Fund, an
agency fund. Additional information available in the current year indicated that as of June 30, 2010, the State did not have
possession, control, or ownership of the assets reported as securities held in lieu of surety bonds. T herefore, the
$266.805 million reported as securities held in lieu of surety bonds and the offsetting amount reported as amounts held in
custody of others have been restated to zero. No activity is reported in this agency fund for fiscal year 2010-2011, as no
assets are held or under the control of the State’s Insurance Department as of June 30, 2011.

In addition, an internal transfer was discovered to have been reported as an expenditure in the prior year by the
Department of Transportation, a major special revenue fund. To properly report the unreported cash held by the agency, the
beginning fund balance for the special revenue fund and the beginning net assets of governmental activities have been
restated to reflect an increase in the amount of $7.351 million.
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NOTE 3: DEFICITSOF INDIVIDUAL FUNDS

The accompanying fund financial statements display deficit fund balances and deficit net asset balances for individual
major funds, if applicable. N onmajor funds had the following deficit net asset balances (expressed in thousands) at
June 30, 2011:

Nonmajor Governmental Funds:

Accommodations and Local Option Sales Tax......... $ 43,723
Nonmajor Enterprise Funds:

Patients' Compensation............cccovvviiereinienenneene 105,707
Tuition Prepayment Program............ccccceeiivenneennne. 1,157
Internal Service Funds:

State Accident Fund...........oooeiiiiiiiine, 57,555
Pension Administration.............ccocoviiiiiniinicineee 19

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: DEPOSITSAND 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, those 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 e and the primary government’s Other Post-
Employment Benefit Trust Funds which are described in subsection f.

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 to manage their deposits outside of the State Treasurer, 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 the value of the deposits with the 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, 2011 was $399.680 million and the bank balance was $903.407 million. As of June 30, 2011, the reported
amount of the primary government’s deposits outside of the State Treasurer was $451.46 million and the bank balance was
$477.687 million. Of the $224.732 million bank balance exposed to custodial credit risk, $104.509 million was uninsured
and uncollateralized, $103.696 million was uninsured and collateralized with securities held by the pledging financial
institution, and $16.527 million was uninsured and collateralized with securities held by the counterparty’s trust department
or agent but not in the State’s name.

As of June 30, 2011, the reported amount of the major discretely presented component units’ deposits was
$68.789 million and the bank balance was $69.168 million. Of the $1.448 million bank balance exposed to custodial credit
risk, $698 thousand was uninsured and uncollateralized; and $750 thousand 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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b. Investments

The investment disclosures exclude the primary government’s Pension Trust Funds of the South Carolina Retirement
Systems which are described in subsection e and the primary government’s Other Post-Employment Benefit Trust Funds
which are described in subsection f.

Investment Policy

The State’s investment policy by law authorizes investments that vary by fund, but generally include obligations of the
United States and government sponsored entities, 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. I nvestment 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, 2011, as follows:

Primary Government Category Reported

Investment Type A B Amount
U.S. Government Agencies................... $ 40,474 $ 4,658 $ 45,132
Limited Partnership 29,760 — 29,760
Money Market Mutual Funds................. — 4,907 4,907
Repurchase agreements..........cc........... — 22,609 22,609
Corporate Bonds.............. — 292 292
Common Stock....... 108 — 108
Commercial paper — 33,134 33,134
Totals. .o $ 70,342 $ 65,600 $ 135,942

The State’s major discretely presented component units hold investments in U.S. Government Treasuries and Repurchase
Agreements that are not exposed to custodial credit risk.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations to the State.
Credit risk exposure is primarily limited to debt instruments and other hybrid equity securities. The State Treasurer’s credit
risk policy mitigates potential for loss of principal by purchasing only high investment grade debt 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 instruments held for
investment for the primary government were rated as of June 30, 2011 using the Standard and Poor’s rating scale or
Moody’s, when no other rating was available, as follows (expressed in thousands):

ccc

Investment Type and Fair Value AAA AA AlAL BBB BB B below Not Rated

U.S. Government Agencies... $ 5278 § 61180 $ 50074 § — $ - § — $ - $ —
Asset backed securitie: 126,882 — — — — — — 837,360
Corporate bonds 92,704 390,752 2,001,778 1,072,567 11,759 — — 132,954
Repurchase agreements. 50,899 — 1,781,273 — — — — 218,973
Commercial paper. - - 1,755,642 - - — - 20,070

Municipal bonds 56,256 9,469 44974 5,786 — — — —
Money Market Funds... 27,751 129 — — — — — 20,993
Mutual Bond Funds 251 2,233 70 116 313 il 523 1,440,005
Guaranteed investment contracts................. 8,594 5,453 2,676 — — — — 529
Totals $ 416,121 $ 469,216 $ 5,636,487 $ 1,078,469 $ 107 $ 711 $ 523 $ 2,670,884
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At fiscal year end, the State Ports Authority (June 30, 2011), the Public Service Authority (December 31, 2010), and the
Connector 2000 Association, Inc. (December 31, 2010), 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, Public Service Authority, and the Connector 2000 Association, Inc. held investments as listed below
with Standard and Poor’s rating scale (expressed in thousands):

Investment Type and Fair Value AAA Not Rated
U.S. Government Agencies.................. $ 761,043 $ 20,293
Repurchase agreements........c.c......... 410,068 12,322

TOLAIS cevveevrreerseeneeeeeeeessseesesseeeeees $ 1,171,111 $ 32,615

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’s policy does not specifically address interest rate risk. Its objectives for preservation of capital and maintenance
of adequate liquidity focus the management of interest rate sensitivity on investing in securities with a range of maturities
from one day to thirty years. At June 30, 2011, the maturities of the securities that will mature were limited 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
U.S. Treasuries..........cccoeeeeeeecceeeeeeeenens $ 578 $ — $ 578 $ — $ —
U.S. Agencies.............. 933,460 74,997 55,835 96,140 706,488
Asset backed securities.. 817,902 — 272 194,686 622,944
Corporate bonds.......... . 2,476,038 659,838 1,360,499 428,164 27,537
Municipal bonds............coeeoveiiiiiiii, 95,384 — 54,799 40,585 —
Repurchase agreements.............ccccco...... 904,375 904,375 — — —
Commercial Paper...........ccoeeveiiiiiieeeaennnns 1,070,219 1,070,219 — — —
TOaAlS..oeiieeeeceeeeeeeeeeeee e $ 6,297,956 $ 2,709,429 $ 1,471,983 $ 759,575 $ 1,356,969

Agencies that manage their own investments have interest rate risk policies 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, 2011, agencies within the State’s primary government that
manage their own investments limited the maturities of their interest-earning 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
U.S. Treasuries......c.ccccveveeeecveeeeeeereenn $ 329,543 $ 323,813 $ 1,889 $ 3,269 $ 572
U.S. AQENCIES....ooeiiiiiiieaiiiiee e 198,193 101,978 45,938 24,976 25,301
Asset backed securities...........cccoeeeeeen 761,045 632,293 — — 128,752
Corporate bonds 1,226,184 933,353 276,737 1,543 14,551
Municipal bonds..........ccccceieiiiiiiiiinnine. 21,102 20,061 264 189 588
Repurchase agreements...................... 1,074,727 1,074,727 — — —
Commercial paper 73,125 73,125 — — —
Mutual funds........cceeeeiiiiiiieeiieee e 50,624 47,865 1,834 905 20
Guaranteed investment contracts.......... 16,723 16,723 — — —
TOtalS .o $ 3,751,266 $ 3,223,938 $ 326,662 $ 30,882 $ 169,784

The State’s major discretely presented component units also had interest rate risk policies that varied from the State
Treasurer. At June 30, 2011, these major discretely presented component units had the following fixed income 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..........cceeveeeenne.. $ 44,982 $ — $ — $ 44,982 $ —
U.S. Agencies.......cccooveveerinrnnene 765,417 269,127 491,916 — 4,374
Repurchase agreements............... 410,068 410,068 — — —
Totals. ..o $ 1,220,467 $ 679,195 $ 491,916 $ 44,982 $ 4,374
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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 this risk is to diversify and limit exposure to any single issuer to no more than 5%,
except for United States Treasury and agency obligations. T he State sponsors the Local Government Investment
Pool (LGIP), an external investment pool reported as an investment trust fund. As of June 30, 2011, the State Treasurer had
approximately 32.92% of the State’s General investment portfolio and 31.21% of the LGIP investment portfolio in an
overnight repurchase agreement with Bank of America that was fully collateralized by U.S. Treasury and 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 e. The following disclosures, with the exception of the
amounts reported in the table below, also apply to the primary government’s Other Post-Employment Benefit Trust Funds
reported in subsection f.

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. T he 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
loaned during the fiscal year and at June 30, 2011. At June 30, 2011, 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
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, 2011, 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, 2011, 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, 2011, 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, 2011:

Amount
Securitieslent for cash collateral:
U.S. TIasUIies. .....covevvereererereereeereereeereenes $ 36,073
Corporate bonds 95,162
Total for cash collateral........cccovvvinenne $ 131,235
Cash collateral invested:
Repurchase agreements...........cccoeevereecennen. $ 78,998
Asset backed securities...........ccccoeveereeneennen. 12,011
Floating Rate Notes.........ccceovvereireneennennes 9,013
Total collateral invested........cccovvvreenne. $ 100,022

d. Investment Market Uncertainty

The diversification of the State’s investment portfolio exposes it to various risks as discussed in previous sections of this
note. These risks result in market fluctuations. It is at least reasonably possible that these market fluctuations may result in
material changes to the values of the investments reported in the State’s financial statements.
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e. South Carolina Retirement Systems

Custodial Credit Risk
Deposits

Custodial credit risk for deposits is the risk that in the event of a bank failure, the Systems’ deposits may not be
recovered. As prescribed by South Carolina state statute, 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 are 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. Deposits are insured by the Federal Deposit Insurance Corporation
(FDIC) up to $250 thousand or collateralized with securities held by the state or its agent in the State Treasurer’s name as
custodian.

As of June 30, 2011, the carrying amount of the Systems’ deposits was $43.599 million and the bank balance was
$71.930 million.

Investments

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. Investing for
the Systems is governed by Section 16, Article X of the South Carolina Constitution and Section 9-1-1310(B) and
Title 9 Section 16 of the South Carolina Code of Laws. Funds held in trust for the Retirement Systems may be invested and
reinvested in a variety of instruments including, but not limited to, fixed income instruments of the United States, foreign
fixed income obligations, swaps, forward contracts, futures and options, domestic and international equity securities, private
equity, real estate, and fund of funds.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. While the
Systems’ have no formal interest rate risk policy, interest rate risk is managed within the portfolio using effective duration,
which 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. Effective duration 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. Within the investment policy, operational
guidelines specify the degree of interest rate risk taken versus the benchmark within each fixed income portfolio.
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The Systems invests in mortgage-backed securities which are reported at fair value in the Statement of Plan Net Assets
and are based on cash flows from principal and interest payments of the underlying mortgages. These securities are sensitive
to prepayments, which are likely in an environment of declining interest rates, and thereby reduce the value of the security.
The Systems invest in these securities to diversify the fixed income portfolio and minimize risk. Disclosures for interest rate
risk at June 30, 2011, are noted below (dollar amounts expressed in thousands):

Effective
Investment Type Fair Value Duration
Short Term Investments
Commingled Funds U.S. Debt...........cocooiiiiiiiiiiiincn. $ 162,268 —
Short Term Investment Funds (U.S. Regulated).. 1,220,664 0.08
Repurchase Agreements 1,017,850 0.06
U.S. Treasury Bills...... . 1,270 0.19
Certificates of DepoOsSit........ccoviiiiiiiiiiiiiiiiciiiies 11,253 0.08
Equity Allocation
Preferred 1,580 87.63
Convertible Preferred 1,296 1.57
EFixed Income Allocation
U.S. Government:
U.S. Government Treasuries...........cccccveeeieeeennenn.. 1,003,056 3.44
U.S. Government AgencCies..........cc.oeveiiiinieneann. 96,843 3.44
Mortgage Backed:
Government National Mortgage Association......... 287,955 2.07
Federal National Mortgage Assocation................. 309,616 4.50
Federal Home Loan Mortgage Association........... 5,294 3.09
Collateralized Mortgage Obligations..................... 1,985 0.06
MURNICIPAIS ... 85,278 6.64
Corporate:
Corporate BONdS.......oeiiiiiiiiiiiiieeieeeeeeeeaa s 938,492 3.86
Convertible BONdS.........cooiiiiiiiiii i 19,428 2.40
Asset Backed Securities 287,948 0.14
Yankee Bonds 9,707 3.51
Private PlacementS......ccooiiiiiiiiiiiiiiiiieciieeeaea 496,711 3.62
Global Fixed Income:
International Asset Backed Securities.................. 4,893 0.93
International Corporate Bonds...................c.cooa 234,290 4.25
International Government Bonds......................... 91,181 2.48
Alternatives
Credit Default Swaps.........ooooiiiiiiiiiiie 94 1.14
Interest Rate Swaps.......c.cooiiiiiiiiiii e (1,876) 49.42
Eurodollar Futures 417 298.11
International Bond Futures 72 3,259.63
Treasury Note Futures............c.oooiiiiiiiiiiiiiiiie 405 47.67
Treasury Bond Futures..............cooooiiiiiiiiiiiins 104 -877.42
Total Invested Assets.............oooiii $ 6,288,074
Total Portfolio Effective Duration (option adjusted duration) 2.16
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Credit Risk of Debt Securities

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations to the Systems.
As a matter of practice, there are no overarching limitations for credit risk exposures within the overall fixed income
portfolio. Each individual portfolio within fixed income is managed in accordance with operational guidelines that are
specific as to permissible credit quality ranges, exposure levels within individual quality tiers, and average credit quality.
A quality rating of lower than C is not permissible in any of the fixed income guidelines except in those circumstances of
downgrades subsequent to purchase, in which case the investment manager is responsible for communicating the downgrade
to the Commission’s Consultant and Staff. The Systems’ fixed income investments were rated by Moody’s and are presented
below (expressed in thousands):

Investment Type and Fair Value Implied’ AAA AA A BAA BA B CAA CA NR?

Short Term Investments
Commingled Funds U.S. Debt..........ccc.cooeoruerverrerrnnne. $ — $ — $ — $ — $ — $ — $ — $ — $ — $ 162,268
Short Term Investment Funds (U.S. Regulated — 1,220,664 — — — — — — — —
Repurchase Agreements..............cccccoeiiiiiiiciccns — — — — — — — — — 1,017,835
Certificate of Deposit —_ — — — — — — — — 11,253
Equity Investments
Preferred — — — — - - 1,613 135 - 1,444
Convertible Preferred — — — — 1,919 — — — — 817
Fixed Income Allocation
U.S. Government Agency & Sponsered Entities....... 93,718 — — — — — — — — 3,125
Mortgage Backed:

Federal National Mortgage Association 309,616 — — — — — — — — —

Federal Home Loan Mortgage Association 5,293 — — — — — — — — —

Collateralized Mortgage Association 1,985 — — — — — — — — —
Municipal — 12,656 32,102 40,137 383 — — — — —
Corporate:

Corporate Bonds — 93,641 72,595 122,750 211,456 96,823 195,717 48,811 199 332,016

Convertible Bond: — — — — 4,395 1,401 457 352 2,005 10,818

Asset Backed Securities...........cccccoooviviciciniininnns — 77,256 98,978 62,880 10,150 17,306 2,716 — — 21,214
Yankee Bond — — — 2,057 2,338 5,312 — — — —
Private Placement: — 99,628 39,651 41,274 59,793 30,835 95,250 41,822 — 99,405
Global Fixed Income:

International Asset Backed — 3,768 1,125 — — — — — — —

International Commingled Funds... — — — — — — — — — 2,406,154

International Corporate Bonds. — 79,377 46,413 34,952 27,284 9,554 33,721 — — 5,668

International Emerging Debt. — — — — — — — — — 526,710

International Government Bonds... — 76,354 5,002 3,420 2,518 — — — — 3,887
Alternatives
Credit Default Swap. — — — — — — — — — 650
Equity and Interest Rate Swaps...........cccccvveeennne — — — — — — — — — 16
Total Return Swap: — — — — — — — — — (1,312)
Futures Contract - - - - - — — — - 76,122
Options — — — — — — — — — (3,138)

TOtalS. ..o $ 410612 $ 1663344 $ 295866 $ 307,470 $ 320,236 _$ 161,231 $ 329,474 $ 91,120 $ 2,204 $ 4,674,952

Implied rating is assigned to securities issued by privately owned government-sponsored enterprise that do not have a credit rating. These enterprises have an implied guarantee
due to recent capital injections by the U.S. Government but are still subject to credit risk.

Not Rated represents securities that were either not rated or had a withdrawn rating.

Concentration of Credit Risk —Investments

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 the Statement of Investment Objectives as amended and adopted
by the Retirement System Investment Commission which states that “except that no limitations on issues and issuers shall
apply to obligations of the U.S. Government and Federal Agencies, the domestic fixed income portfolio shall contain no
more than 6 percent exposure to any single issuer.” As of June 30, 2011 there is no single issuer exposure within the
portfolio that comprises 5 percent or more of the overall portfolio. Therefore, there is no concentration of credit risk.

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 participate in foreign markets to diversify assets, reduce risk and enhance returns. Exposure to foreign
investments has, to date, been achieved synthetically using financial futures, forwards and swaps. Currency forwards are
used to manage currency fluctuations and are permitted by investment policy. Policy, however, forbids speculating in
forwards and other derivatives.
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The table below presents the Systems’ exposure to foreign currency risk in U.S. dollars as of June 30, 2011 (expressed in
thousands):

Cash & Cash Forward Futures Private Alternative Fixed
Currency Equivalents Contracts Contracts Equity Investments Income

Australian Dollar................ $ 706 $ 69,259 $ 1,175 $ — $ — $ 35,834
Brazil Real........cccveevnnnn. — 337 — — — 646
British Pound Sterling........ (1,030) 249,075 6,289 — — 11,546
Canadian Dollar................. (7,437) 105,731 2,785 — — 40,520
Chinese Yuan Renminbi..... — 30,163 — — — —
Euro Currency...........c..c..... (10,584) 458,013 14,148 112,097 165,584 36,130
Hong Kong Dollar. (830) 38,432 595 — — —
Japanese Yen...... (19,222) 275,398 13,810 — — (137)
Norwegien Krone... .. 82 2,919 — — — —
Philippines Peso................. — 3,139 — — — —
Singapore Dollar................ — 5,861 — — — —
South Korean Wom... .. — 2,902 — — — —
Swedish Krona................... (1,585) 37,211 511 — — —

TotalS..ccoeieeieeiereee $ (39,9000 $ 1,278,440 $ 39,313 $ 112,097 $ 165,584 $ 124,539

Derivatives

Derivatives are financial instruments whose value is derived from underlying assets or data. All of the Systems’
derivatives are considered investments. Excluding futures, derivatives generally take the form of contracts in which two
parties agree to make payments at a later date based on the value of specific assets or indices. Through certain collective
trust funds, the Systems may invest in various derivative financial instruments such as futures and options thereon; forward
foreign currency contracts; options; interest rate, currency, equity, index, and total return swaps; interest-only strips; and
CMOs to enhance the performance and reduce volatility.

To date, the primary reasons for the Retirement Investment Commission’s use of derivative contracts have pertained to
their ability to facilitate changes to the asset allocation of the total plan and for their low cost of implementation. The
Commission uses derivatives for several reasons:

e Asset Allocation: In many cases, synthetic exposures (using derivatives) are placeholders until managers are hired
and funded. In time, the Commission may substitute traditional managers for much of the synthetic exposure
currently in the portfolio. Efficient markets dictate that in some asset classes, synthetics are the best way to achieve
exposure.

e Risk Management: Derivatives allow investors the ability to swiftly and efficiently increase or decrease exposures in
order to manage portfolio risk.

e Cost: A synthetic (derivative) solution is often the least expensive way to gain exposure to an asset class or to
manage portfolio risk. Derivatives are more beneficial in each of the three major measures of cost: commission
costs, market impact of trading, and opportunity costs.

Futures are contractual obligations that require the buyer (seller) to buy (sell) assets at a p redetermined 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. Gains and losses are included in the net appreciation/(depreciation) in the
fair value of investments total of the Statement of Changes in Plan Net Assets. To comply with the requirements of multiple
exchanges, securities in the amount of $139.042 million of various GNMA’s were held on June 30, 2011 in trust by the
clearing brokers to satisfy the required margin amount to establish the Systems’ futures exposure.

The table below presents the classification of the Systems’ derivatives at June 30, 2011 (expressed in thousands):

Changesin Fair Value Fair Value at June 30, 2011
Classification Gain/(Loss) Classification Amount
I nvestment derivatives:
Future Contracts Net appreciation/(depreciation) $ 153,652 Alternative Investments $ 75,123
Forward Contracts Net appreciation/(depreciation) (29,048) Cash & Cash Equivalents (20,287)
Swaps Net appreciation/(depreciation) 130,202 Alternative Investments (81,443)
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As of June 30, 2011, the Systems had the following exposure via futures contracts (dollar amounts expressed in
thousands):

Futures Contracts Expiration L ong/Short Quantity Notional Value*

MTF CAC40 10EU July 2011 Long 2,218 $ 127,971
EURX DAX INDEX September 2011 Long 424 113,596
EURX ER STX 50 September 2011 Long 3,313 136,800
NEW FTSE 100 September 2011 Long 2,704 256,236
HKFE - HSI July 2011 Long 259 37,326
IBEX 35 PLUS July 2011 Long 297 44,236
FTSE MIB INDEX September 2011 Long 246 36,046
TSE TOPIX September 2011 Long 2,512 264,233
SFE SPI 200 September 2011 Long 854 105,166
AMSTERDAM INDEX July 2011 Long 373 36,747
S&P TSE 60 INDEX September 2011 Long 866 136,787
OMXS30 INDEX July 2011 Long 2,022 35,729
Total International Equity 1,330,873
EMINI S&P 500 September 2011 Long 19,590 1,288,532
Total Large Cap Equity 1,288,532
Totals $ 2,619,405

* 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. Currency forwards
gains and losses are included in the net appreciation/(depreciation) in the fair value of investments total of the Statement of
Changes in Plan Net Assets. As of June 30, 2011, the Systems had the following forward exposures, listed by counterparty
(dollar amounts expressed in thousands):

Base
Broker Notional Value Gain/(L oss) Base Exposure

J.P. Morgan Chase Bank.................. $ 228,063 $ (1,728) 16.67%
Westpac Banking Corp.................... 228,056 (1,721) 16.67%
Royal Bank of Canada..................... 211,188 (1,855) 15.43%
Deutshe Bank.........ccocoocevinvnenennnne. 204,879 (2,000) 14.97%
HSBC Securities..........coceeerervenenen. 181,738 (2,064) 13.28%
Societe Generale SA..........ccceovveeeene 178,402 (905) 13.04%
Credit Suisse AG........ccecvevrerrennenn. 89,573 (479) 6.55%
BNP Parabas.........cccevveieerenrrnnnnn. 46,399 465 3.39%

TotalS. ..o $ 1,368,298 $ (10,287) 100.00%

The Systems has entered into various swap agreements to manage risk exposure. Swaps are “over-the-counter” (OTC)
agreements to exchange a series of cash flows according to specified terms. The underlying asset can be an interest rate, an
exchange rate, a commodity price or any other index.

Total return swaps are primarily used to efficiently achieve a target asset allocation. Exposures to an asset class are
typically gained by paying a reference rate such as LIBOR, plus or minus a spread, in exchange for the risk and returns of a
desired market index. Similarly, exposures can be reduced by receiving a reference rate in exchange for the economic risks
and returns of an index.

Counterparty risk, or default risk, is the risk that a 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 and collateralizing unrealized gains and losses. The Systems currently does not participate in a master netting
agreement. Unrealized gains and losses are not netted across instrument types. At June 30, 2011, the Systems had no credit
risk to counterparties due to market conditions placing the Systems in a net payable position; however, sufficient collateral
has been posted with each counterparty to satisfy all outstanding liabilities.
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The table below reflects the counterparty credit ratings at June 30, 2011, for currency forwards and swap agreements
(expressed in thousands):

Quality Rating Forwar ds Swaps Total
AAL $ (3,577) S — $  (3,577)
AA2 (2,983) (37,786) (40,769)
AA3 (3,727) (25,657) (29,384)
Al _ (18,000) (18,000)
Total subject to credit risk $ (10287) $ (81,443) $  (91,730)

Swap market value (or notional value) is calculated based on the actual index value of the benchmark index multiplied
by the number of index units. The index value is the level or price of the benchmark index. The index units were determined
at commencement of the swap and are detailed in the term sheet. At June 30, 2011, the Systems held swaps as shown in the
table below (amounts expressed in thousands):

Maturity Current Gain (Loss)
Counterparty Total Return Swaps SCRS Pays SCRS Receives Date Notional Since Trade
UBS SP500 Proxy 3 month LIBOR minus 13 bps S&P 500 7/15/11 $ 126,403 $ 26,403
Societe Generale DJ-UBS Commodities TR 3 month T Bill plus 9 bps DJ-UBS Commodities TR 8/31/11 326,672 56,692
BNP Paribas EAFE + Canada Proxy 3 month LIBOR minus 25 bps MSCI EAFE + Canada 9/7/11 169,640 26,275
Credit Suisse EAFE + Canada Proxy 3 month LIBOR plus 20 bps MSCI EAFE + Canada 2/29/12 359,444 (4,131)
Deutsche Bank DJ-UBS Commodities TR 3 month T Bill plus 9 bps DJ-UBS Commodities TR 2/29/12 166,548 (8,452)
Credit Suisse MSCI EM Proxy 3 month LIBOR plus 15 bps MSCI EM 7111 239,599 (6,144)
BNP Paribas MSCI EM Proxy 3 month LIBOR plus 38 bps MSCI EM 10/11/11 230,900 (9,099)
Barclays MSCI EM Proxy 3 month LIBOR minus 48 bps MSCI EM 4/30/12 406,647 (17,477)
Credit Suisse EAFE + Canada Proxy 3 month LIBOR minus 19 bps EAFE + Canada 4/30/12 379,559 (17,247)
Total Swap Exposures $ 2,405,412 $ 46,820

Alternative Investments

The Alternatives category includes exposure to private equity, global tactical asset allocation, absolute return,
opportunistic credit, real estate, derivatives and strategic partnerships. Private equity investments are normally 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. All other asset classes within the Alternatives category may be housed in a variety of legal
structures. The Systems established several strategic partnerships to gain access to the best ideas of the investment manager,
to receive favorable economics, and to efficiently take advantage of market opportunities. Our investments within the
strategic partnership accounts include allocations to private equity, opportunistic credit, real estate, absolute return strategies
and cash. The Systems’ allocation to opportunistic credit is designed to take advantage of the dislocations that have occurred
in the credit markets. The Systems’ intent is to access superior risk adjusted returns through a variety of different credit
strategies.

Investment Commitments

The Systems entered into commitment agreements with numerous alternative investment managers and is committed for
future funding of private equity real estate and opportunity limited partnerships. As of June 30, 2011, the Systems had
committed to fund various limited partnerships for an amount of $2.929 billion (US dollars) and €218 million (Euros). The
total unfunded commitment as of June 30, 2011, was $1.360 billion (US dollars) and €62 million (Euros). Subsequent to
June 30, 2011, the Systems committed to fund an additional $41.600 million (US dollars) which resulted in a total remaining
adjusted for cash flows as of September 16, 2011 of $1.289 billion (US dollars) and €55 million (Euros). In addition,
although legal contractual agreements in place do not necessarily dictate authorized commitment amounts, various other
alternative investment fundings will be deployed at the full discretion of the Retirement Investment Commission through the
use of the strategic partnership accounts. T hese underlying investments include hedge funds, private equity, real estate,
opportunistic credit and short duration fixed income.

Securities Lending

Through a custodial agent, the Systems participate in a securities lending program whereby securities are loaned for the
purpose of generating additional income. The Systems lends 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 percent 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 percent.
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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, 2011, included U.S. Government securities, U.S. Government agencies, corporate bonds and equities.
The contractual agreement with the Systems’ custodial bank provides indemnification in the event the borrower fails to return
the securities lent 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 invests 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.

At June 30, 2011, the fair value of securities on loan was $317.633 million. The fair value of the invested cash collateral
was $229.161 million. Securities lending obligations at June 30, 2011, were $325.373 million with the unrealized loss in
invested cash collateral of $96.212 million reported as investment income and net appreciation in investments in the
Statement of Changes in Plan Net Assets. The Commission evaluates the securities lending program in order to minimize
risk, enhance performance and ensure a cost effective fee structure is in place.

With regard to custodial credit risk, the Systems’ cash collateral invested is held by the counterparty and is uninsured.
All securities loaned can be terminated on demand by either the Systems or the borrower. At year end the average number of
days the loans were outstanding was one day. At June 30, 2011, 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.

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, 2011:

SCRS PORS GARS JSRS NGPS TOTALS
Securities lent for cash collateral:
U.S. Government SECUMItIES. ........ccveeeeeeereereereeeeeeeeens $ 47,940 $ 6,973 $ 72 $ 267 $ 34 $ 55,286
Corporate bonds 69,389 10,092 104 387 50 80,022
Non-U.S. Government securities.............c.cccoeeeeveeenen... 25,109 3,652 38 140 18 28,957
COMMON StOCK. ......ueivieeieiiiicie et 132,989 19,343 199 741 96 153,368
Total securities lent for cash collateral................. $ 275,427 $ 40,060 $ 413 $ 1,535 $ 198 $ 317,633

Securities lent for non-cash collateral:
COMMON StOCK......cvieiiiiiiieie ettt 7,405 1,077 11 41 5 8,539
$ 7,405 $ 1,077 $ 11 $ 41 $ 5 $ 8,539

Cash collateral invested as follows:

Repurchase agreements.............cccceeveeverieeeieeienenens 169,740 24,688 254 946 122 195,750

Floating Rate Notes............c.cceevrnrens 28,971 4,214 44 161 21 33,411
Total for cash collateral invested $ 198,711 $ 28,902 $ 298 $ 1,107 $ 143 $ 229,161

Securities received as collateral:
U.S. Government securities...........cccccovevveeereeeiccirvnnnnnn. 7,576 1,102 11 42 5 8,736
$ 7,576 $ 1,102 $ 11 $ 42 $ 5 $ 8,736

f. Other Post-Employment Benefit Trust Funds

The State Treasurer is the custodian and investment manager of all deposits and investments of the South Carolina
Retiree Health Insurance Trust Fund and the Long-term Disability Insurance Trust Fund (the Trusts).

Custodial Credit Risk

Deposits

Custodial credit risk for deposits is the risk that in the event of a depository financial institution’s failure, the Trusts’
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. T hese 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. As of June 30, 2011, the Trusts’ had no cash on deposit with banks, all
cash reported was held in the cash management pool by the State Treasurer’s Office.

Investments

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.
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In accordance with State Law, the Trusts may invest in a variety of instruments including obligations of the United States
and its agencies and securities fully guaranteed by the United States, certain corporate obligations, certain shares of Federal
savings and loan associations and State chartered savings and loan associations, and collateralized repurchase agreements.
All investments are required to be insured or registered, or held by the State or its agent in the name of the State Treasurer, as
custodian.

With respect to investments in the State internal cash management pool, all of the State Treasurer’s investments are
insured or registered or are investments for which the securities are held by the State or its agents in the State’s name.

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. As of June 30, 2011, the Trusts’
applicable debt investments were rated by Standard & Poor’s as “CCC” or below.

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’s policy does not specifically address interest rate risk. Its objectives for preservation of capital and maintenance
of adequate liquidity focus the management of interest rate sensitivity on investing in securities with a range of maturities
from one day to thirty years. At June 30, 2011, the maturities of the securities that will mature were limited 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

U.S. AgenCies...........coevvuuuueeeeeeeaeeeennnn, $ 87,752 $ — $ 4,807 $ 21,599 $ 61,346
Collateralized mortgage obligations... 20,286 — — 957 19,329
Corporate bonds...........ccoeviiiiiiniiineennes 290,671 22,394 136,488 125,660 6,129
Municipal bonds..........ccocoiiiiiiiiinn. 2,272 — 2,272 — —
Repurchase agreements.................... 60,425 60,425 — — —
Commercial paper.......c.cccceveeveienenaans 42,165 517 20,572 7,671 13,405
Other. ..o 2,141 — — 2,141 —

TotalS. oo $ 505,712 $ 83,336 $ 164,139 $ 158,028 $ 100,209

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.

Securities Lending

The Trusts participate in the Securities Lending Program as described in subsection c¢. 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, 2011:

Amount

Securities lent for cash collateral:
Corporate bonds.........c.cceeevieeeiieeeiiiee e $ 6,546

Total for cash collateral......................... $ 6,546
Cash collateral invested:
Asset backed securities..............evevvveviverennnnn. $ 525
Repurchase agreements.............ccccceevineene 1,334
Floating Rate Notes...........ccccccoiiiiiiiinnns 1,001

Total collateral invested.............ccceennnn. $ 2,860
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NOTE 5:

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, 2011, for the primary government were as follows:

Governmental Activities

Governmental Funds

Departmental Department of Nonmajor Internal Total
Program Transportation Governmental Service Governmental
Allowances for Uncollectibles General Services Special Revenue Funds Funds Activities
Income taxes receivable $ 284899 § — $ — $ — $ - $ 284,899
Sales and other taxes receivable.. 87,141 6 — 12,696 — 99,843
Patient accounts receivable 54,257 — — — — 54,257
Other receivables.........cocvrncneneninininenns 5,479 22,819 657 975 431 30,361
Total allowances for uncollectibles.............. $ 431,776 $ 22,825 $ 657 $ 13,671 $ 431 3 469,360
Business-type Activities (Enterprise Funds)
Medical
Unemployment University Nonmajor Total
Higher Compensation Housing Hospital Enterprise Business-type
Allowances for Uncollectibles Education Benefits Authority Authority Funds Activities

Contributions receivable............c.ccocvveeeeeenn.. $ 2,138 $ — $ — $ — $ 55 $ 2,193
Student accounts receivable 19,922 — — — — 19,922
Patient accounts receivable... — — — 50,200 85,259 135,459
Loans and notes receivable—restricted.......... 1,194 — 3,511 — 300 5,005
Assessments receivable.............ccccoooeeeeninnnn. — 12,588 — — — 12,588
Other receivables............cccoceeivieieieieceee, 721 8,917 — — 41 9,679
Total allowances for uncollectibles............. $ 23,975 $ 21,505 $ 3,511 $ 50,200 $ 85,655 $ 184,846

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, 2011, were as follows:

Governmental Activities

Governmental Funds

Department of

Departmental Local Transportation Nonmajor Internal Total
Program Government Special Governmental Service Governmental
Net Long-term Receivables General Services Infrastructure Revenue Funds Funds Activities
Accounts receivable $ 8931 $ 17560 $ 6,011 §$ — $ — $ 1229 $ 33,731
Income taxes receivable.. 15,215 — — — — — 15,215
Sales and other taxes receivable 51,080 — — — — — 51,080
Patient accounts receivable.... 9,212 — — — — 9,212
Loans and notes receivable.... 35,479 483 433,485 3,778 10,271 — 483,496
Accounts receivable—restricted.................... — — 320,221 — — — 320,221
Total long-term receivables, net $ 119,917 $ 18,043 $ 759,717 $ 3,778 $ 10271 $ 1,229 $ 912,955

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, 2011, were as follows:

Total
Governmental
Unavailable Unearned Funds
TaXES ceiiiiiei s $ 66,295 $ 24,514 $ 90,809
Federal grants.. — 145,303 145,303
Contributions............. . 314,384 110,666 425,050
Departmental services...........c.ccoevennen.e. 56,895 6,417 63,312
Total deferred revenues.................... $ 437,574 286,900 $ 724,474
Internal service funds...............c.....oo.l.. 138,752
Total governmental activities............. $ 425,652
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NOTE6: DETAILSOFRESTRICTED ASSETS

The purposes and amounts of the State’s restricted assets (including the major discretely presented component units) at
June 30, 2011 (expressed in thousands) were as follows:

Major
Governmental  Businesstype Component
Asset/Restricted For Activities Activities Units
Current:
Cash and cash equivalents
Debt Service......oeoweeeeeeeieeeeeenen. $ 96,962 $ 170,549 $ 146,037
Capital projects.........ccceceecveenennnee — 388,376 —
Student loan programs.................... — 563 —
Donor/sponsor specified................. — 83,506 —
Second Injury Fund claims............. — 39,654 —
Other.....cooveeeeeeeeee e — 13,894 2,551

Total cash and cash equivalents.....  $ 96,962 $ 696,542 $ 148,588

Investments
Debt SETVICE.....oovvieeiecieeieeeee $ — $ 40,791 $ 93,609
Donor/sponsor specified................. — 8,709 —
Endowments...........ccccevveeiiiirenen, — 5 —
Other.....cooovvieeeeeeeee e — — 15,731
Total investments........ccccceeeeveennennee. $ — $ 49,505 $ 109,340

Loansreceivable

Debt Service.......cooveerereereeieeenenne. $ — $ 22,683 $ —

Student loan programs.................... — 1,210 —
Total loansreceivable...................... $ — $ 23,893 $ _
Other

Debt SErvice......oovvevvuvriiveieeineeennne. $ 77,536 $ 7,043 $ —

Donor/sponsor specified................. — 7,537 —

Second Injury Fund claims............. — 253 —

Other.....cocooevineiiinincceece, — 334 —
Total other......ccccoovveceveeecece $ 77536 $ 15,167 $ —
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M ajor
Governmental Business-type = Component
Asset/Restricted For Activities Activities Units
Noncurrent:

Cash and cash equivalents

DEbE SEIVICE. ..o $ 655,971 $ 24,016 $ 948

Capital Projects......cccveveerveeeeseeseereeneenns — 158,279 315,287

Student loan programs..........c.cceceverennennene — 9,839 —

Endowments..........coooovvvieieoieiiiiieeceeneen, — 86,323 —

Other. it 10,562 1,339 16,993
Total cash and cash equivalents................ $ 666,533 $ 279,796 $ 333,228
Investments

Debt service.................... $ — $ 167,309 $ 4,374

Capital projects — — 329,634

Student loan programs..........cccceccverueruenene — 1,024 —

Endowments — 51,842 —

Other........cccveveneeee. — — 117,722
Total investments. $ — $ 220,175 $ 451,730
Receivables

DDt SEIVICE. ..o $ 320,221 $ — $ —
Total receivables........cccoovveerenneneeeren $ 320,221 $ — $ —
Loansreceivable

Debt SErvice.......covvveviieciieeiieeieeciee e $ — $ 695,632 $ —

Student loan programs..........c.ccecceereeenene — 53,937 —

Oher......oovieieiieieeieeee e — 62,509 —
Total loansreceivable.........ccccooveeiveiennene $ — $ 812,078 $ —
Other

Dbt SEIVICE. ... $ 3,865 $ — $ —

Donor/sponsor specified.........ccccooerenennene — 212 —

Endowments.........ccccoeeveeeeeeeveeceeeereeennen. — 66,920 —
Total Other.....ocoeeeeeecee e $ 3,865 $ 67,132 $ —
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NOTE 7. CAPITAL ASSETS

Capital asset activity (expressed in thousands) for the fiscal year ended June 30, 2011, for the primary government

was as follows:

Governmental activities:

Capital assets not being depreciated:
Land and improvements.............ccoccoeeiieniiiencieeene
Construction in progress............cocvvveeeecceeencee e
Works of art and historical treasures........................
Intangibles........cuvvveeeiiiee e

Total capital assets not being depreciated

Capital assets being depreciated:
Land improvements............ccccceoviieniiieniee e
Infrastructure (road and bridge network)...
Buildings and improvements..................
VEhICIES. ...
Machinery and equipment.............ccccovoiiiniiiiinienes
Works of art and historical treasures........................
INtangibles...........ooiiiii
Total capital assets being depreciated, at
historical CoSt.........cuiiiiiii
Less accumulated depreciation for:
Land improvements.............ccccoooiiiiiiiiie
Infrastructure (road and bridge network)...............
Buildings and improvements............c.cccccovieeennnn.
VEhiCleS.......vviiiiiiiiiiccc e
Machinery and equipment...........cccccveeeeiiiiiineeenn.
Works of art and historical treasures..
Intangibles..........cccooiiiiiinns .
Total accumulated depreciation...............cccvveeee..
Total capital assets being
depreciated, Net..........cccovvvvvieieeeiiiieee e

Capital assets for governmental
ACHIVItIES, NeL..coiiiiieei e

Beginning Ending

Balances Balances
July 1, 2010 Increases Decreases June 30, 2011
$ 1,770,515 $ 48,461 $ (533) $ 1,818,443
3,156,544 346,696 (606,838) 2,896,402
3,962 14 — 3,976
— 303 — 303
4,931,021 395,474 (607,371) 4,719,124
63,133 54,249 — 117,382
10,583,680 488,249 (3,660) 11,068,269
1,692,582 285,993 (4,372) 1,974,203
624,201 15,872 (30,334) 609,739
476,121 24,588 (18,465) 482,244
1,500 — — 1,500
119,807 12,333 — 132,140
13,561,024 881,284 (56,831) 14,385,477
(44,512) (1,584) — (46,096)
(2,601,783) (159,074) 3,135 (2,757,722)
(724,015) (45,706) 4,358 (765,363)
(500,485) (49,722) 29,665 (520,542)
(352,522) (30,916) 14,110 (369,328)
(122) (60) — (182)
(56,377) (10,790) — (67,167)
(4,279,816) (297,852) 51,268 (4,526,400)
9,281,208 583,432 (5,563) 9,859,077
$ 14,212,229 $ 978,906 $ (612,934) $ 14,578,201
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Business-type activities:
Capital assets not being depreciated:
Land and improvements...............ccccoceiiiiiinc .
Construction in Progress..........ccceeveeereeesieeeieeenenen.
Works of art and historical treasures..............c.........
Total capital assets not being depreciated.............

Capital assets being depreciated:

Land improvements............ccccoiiiiiiiiii i
Buildings and improvements.................cccoooiiiiens
VENICIES. ...t
Machinery and equipment............cccccoiiiiiiiiiiiineenne
Works of art and historical treasures............c.cc........
INtaNGIDIES. ......oeiiiiie

Total capital assets being depreciated, at
historical Cost.........ccviiiiiiiiii e

Less accumulated depreciation for:
Land improvements...........cccceveiiiieeenieeeiee e
Buildings and improvements..............ccccceviieinnenne
VENICIES. ...
Machinery and equipment..................ccoooiiiinnn.
Works of art and historical treasures......................
INtangibles. ...
Total accumulated depreciation................cccvueeee
Total capital assets being
depreciated, Net..........cocvveveeviiiiee e
Capital assets for business-type

ACLIVITIES, NeL....eiiiiiiiiee e

Beginning Ending
Balances Balances

July 1, 2010 Increases Decreases June 30, 2011
$ 271,088 $ 24,125 $ (349) $ 294,864
238,346 267,315 (140,104) 365,557
19,927 184 — 20,111
529,361 291,624 (140,453) 680,532
183,780 6,187 — 189,967
5,117,489 157,232 (5,782) 5,268,939
48,692 3,910 (3,403) 49,199
956,562 73,674 (32,359) 997,877
25,701 370 — 26,071
24,916 3,132 — 28,048
6,357,140 244,505 (41,544) 6,560,101
(69,313) (8,142) — (77,455)
(1,752,045) (157,866) 3,628 (1,906,283)
(32,913) (2,506) 2,614 (32,805)
(609,558) (83,382) 25,811 (667,129)
(6,989) (853) — (7,842)
(14,541) (4,084) — (18,625)
(2,485,359) (256,833) 32,053 (2,710,139)
3,871,781 (12,328) (9,491) 3,849,962

$ 4,401,142 $ 279,296 $ (149,944) $ 4,530,494

Capital assets for the State’s fiduciary funds were comprised of land totaling $582 thousand and a building totaling
$4.749 million with accumulated depreciation of $2.228 million. D epreciation expense on the building for fiscal
year 2010-2011 was $118 thousand. There were no additions or dispositions of capital assets during the year.
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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, 2010 Increases Decreases December 31, 2010
Public Service Authority:
Capital assets not being depreciated:
Land and improvements.............cccocoveeiiieiniieeeenen. $ 110,927 $ — $ (454) 110,473
Construction in progress...........ccccooceeeeiiieeeniieeeienes 851,442 248,523 (161,711) 938,254
Total capital assets not being depreciated.............. 962,369 248,523 (162,165) 1,048,727
Capital assets being depreciated:
Buildings and improvements (utility plant)................. 6,292,572 149,629 (29,310) 6,412,891
VENICIES. ..ot 43,481 4,379 (1,645) 46,215
Machinery and equipment...........cccoooiiiieiieeiinniiiinns 22,371 4,808 (1,248) 25,931
INtaNGIibIEs.......cooiiiiii 60,677 3,346 (1,324) 62,699
Total capital assets being depreciated, at
historical COSt.........ccoriiiiiiiiiiiice e 6,419,101 162,162 (33,527) 6,547,736
Less accumulated depreciation for:
Buildings and improvements (utility plant)............... (2,485,144) (177,549) 23,081 (2,639,612)
VENICIES. ...t (21,758) (3,153) 1,625 (23,286)
Machinery and equipment.................ccooiiiinne. (12,169) (1,540) 1,224 (12,485)
INtaNGibIES. ... .o (45,256) (3,452) 1,056 (47,652)
Total accumulated depreciation..............c.cccceeee. (2,564,327) (185,694) 26,986 (2,723,035)
Total capital assets being
depreciated, Net.........coveeeeeiiiiiiiiee e 3,854,774 (23,532) (6,541) 3,824,701
Public Service Authority, Net..........cccooiiiiiiinnnnn, $ 4,817,143 $ 224,991 $ (168,706) 4,873,428
Beginning Ending
Balances Balances
January 1, 2010 Increases Decreases December 31, 2010
Connector 2000 Association:
Capital assets being depreciated:
Infrastructure (toll road)..........ccccuvvviiieeiiiiiiiiiieeee, $ 192,487 $ — $ — 192,487
Machinery and equipment...............ccccooiiiiiiiiens 819 110 (27) 902
Total capital assets being depreciated, at
historical cost...........cccoociiiiiiii 193,306 110 (27) 193,389
Less accumulated depreciation for:
Infrastructure (toll road)..........ccccccoiviiiiiiii. (43,997) (3,571) — (47,568)
Machinery and equipment.............cccccooviiiiiiiiicenns (603) (80) 27 (656)
Total accumulated depreciation............................. (44,600) (3,651) 27 (48,224)
Total capital assets being
depreciated, Net.............cceevviiiiiiiicie 148,706 (3,541) — 145,165
Connector 2000 Association, Net........ccceeeeeieieieeeeenns $ 148,706 $ (3,541) $ — 145,165
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Beginning Ending
Balances Balances
July 1, 2010 Increases Decreases June 30, 2011
State Ports Authority:
Capital assets not being depreciated:
Land and improvements............cccceeeeeeiieiiieesinecines $ 198,573 $ 1,057 $ — $ 199,630
Construction in Progress.............eeeevieeeieeeeeeeiieeisinns 123,012 48,957 (30,062) 141,907
Intangibles........oooviiiii e 2,190 — — 2,190
Total capital assets not being depreciated.............. 323,775 50,014 (30,062) 343,727
Capital assets being depreciated:
Land improvements............coooeiiiiiiiiiiiiiiiieeeeeeeeeen 216,102 21,984 — 238,086
Buildings and improvements..............cccccviiiiiiiinnn 319,661 4,825 (130) 324,356
Machinery and equipment..............cccciiiiiiiieenniines 147,864 3,269 (1,461) 149,672
INtaNGIDIES....eviiiiiiiiiiieeee 876 — — 876
Total capital assets being depreciated, at
historical Cost..........cccooiiiiiii 684,503 30,078 (1,591) 712,990
Less accumulated depreciation for:
Land improvements............cccoooueiiiiiinienieeie (134,274) (8,714) — (142,988)
Buildings and improvements.................ccccoeceien. (183,874) (11,075) 130 (194,819)
Machinery and equipment.............ccccociiiiieeninennes (92,977) (9,048) 1,454 (100,571)
Intangibles...........ccccoiiiii (508) (35) — (543)
Total accumulated depreciation............................. (411,633) (28,872) 1,584 (438,921)
Total capital assets being
depreciated, Net............cccceviiiiiinic 272,870 1,206 (7) 274,069
State Ports Authority, Net........cccccevvveiiiiiiiiiiniines $ 596,645 $ 51,220 $ (30,069) $ 617,796
Beginning Ending
Balances Balances
July 1, 2010 Increases Decreases June 30, 2011
Lottery Commission:
Capital assets being depreciated:
Buildings and improvements............ccccoeceeiiiiieniiieenes $ 1,316 $ — $ — $ 1,316
VENICIES. ..o 48 — — 48
Machinery and equipment...........ccccovioieeiiiieeniiee e 2,388 278 (29) 2,637
Total capital assets being depreciated, at
historical Cost...........oociiiiii s 3,752 278 (29) 4,001
Less accumulated depreciation for:
Buildings and improvements..............cocooeviiiiienicineen. (1,027) (133) — (1,160)
VehiCles.......cccoiiiiiiiiiii (48) — — (48)
Machinery and equipment............cccccciiiieniiininnieen. (2,079) (203) 29 (2,253)
Total accumulated depreciation................ccccooeieeennns (3,154) (336) 29 (3,461)
Total capital assets being
depreciated, Net............cccoociiiiiiiiiin 598 (58) — 540
Lottery Commission, net $ 598 $ (58) $ — $ 540
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During the fiscal year ended June 30, 2011, depreciation expense was charged to functions of the primary government
and its major discretely presented component units (expressed in thousands):

Internal Total
Governmental Service Governmental
Funds Funds Activities
General government.................... $ 26,720 $ 13,617 $ 40,337
Education.........cccoevvvviiiiiiiiiiiinn, 31,288 — 31,288
Health and environment............... 11,861 1 11,862
Social services..........cccceevernienenne 660 — 660
Administration of justice............... 24,346 344 24,690
Resources and economic
development..........ccccveveeeeenin, 13,271 — 13,271
Transportation...........ccccceeveiiinee 175,744 — 175,744
Total depreciation expense,

governmental activities......... $ 283,890 $ 13,962 $ 297,852

Business-type

Activities

Higher Education............cccocviiiiiieinnnn. $ 194,970

Housing Authority..........ccceveeeiiiiiiiieeeen. 264

Medical University Hospital Authority...... 54,466

Education Assistance Authority............... 59

Other......oeiiie 7,074

Total depreciation expense,
business-type activities.................... $ 256,833

Included in the $195.698 million for higher education and the $7.074 million for other business-type activities is
depreciation expense of $35 thousand and $1.064 million, respectively, 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...................... $ 185,694
Connector 2000 Association, Inc......... 3,651
State Ports Authority...........ccccceeeeninns 28,872
Lottery Commission............cccceeueenene. 336

At June 30, 2011, the primary government had outstanding construction commitments totaling $8.508 billion for capital
projects in progress. In addition, outstanding construction commitments at that date totaled $83.099 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 renovations to existing facilities. In addition, the primary
government had outstanding commitments totaling $850 thousand at June 30, 2011, related to information technology
projects.

Outstanding construction commitments for major discretely presented component units were $4.279 billion for the
Public Service Authority at December 31, 2010 and $22.225 million for the State Ports Authority at June 30, 2011.

The total interest expense incurred by the State’s enterprise funds during the current fiscal year was $138.461 million, of
which $4.321 million was included as part of the cost of capital assets under construction, net of interest earnings. The State
Ports Authority, a major discretely presented component unit, incurred total interest costs of $8.961 million during its fiscal
year ended June 30, 2011, of which $6.447 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 division 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 Systems 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:

South Carolina Retirement Systems
PO Box 11960

Columbia, South Carolina 29211-1960
wWww.retirement.sc.gov

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. M embership is
required as a condition of employment, unless exempted by State law. B oth 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. T he annual
benefit amount is 1.82% of average final compensation times years of service. Reduced benefits are payable at age fifty-five
with 25 years of service credit. A member is eligible to receive a reduced deferred annuity at age 60 with 5 years of earned
service.

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.
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. A monthly pension is payable at age fifty-five for members who retire
with five years earned service or with 25 years of service regardless of age. 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. In addition, 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, solicitors, and circuit public defenders of the State. 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 or circuit public defender. 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 or circuit public defender regardless of age. Members are allowed to retire and
draw an annuity while continuing to serve. Members receive a retirement benefit equal to 71.3% of the current active salary
of the position occupied at retirement.

The National Guard Retirement System, established by Section 9-10-30 of the South Carolina Code of Laws, is a single
employer defined benefit pension plan that provides benefits to National Guard members who served in South Carolina.
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 honorable discharge, are entitled to monthly pension
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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 and active members as of June 30, 2011, is as follows
(dollars expressed in thousands):

SCRS PORS GARS JSRS NGPS

State and school districts

Number of employers..........cccevveeiceeiceeiiieneenns 226 114 2 3 1

Annual covered payroll...........ccccoceviiininicininne $ 5398934 $ 346752 $ 3,174 $ 16,343 N/A 2

Average number of contributing members.......... 140,636 10,271 170 144 N/A
Other participating employers

Number of employers......... 577 316 — — —

Annual covered payroll $ 1,933,196 $ 680,440 § — $ — $ —

Average number of contributing members.......... 55,592 17,464 — — —

* Annual covered payroll is not applicable for NGPS because benefits are based on years of service.
® Members do not contribute; average number of members is 12,274.

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
contributions are recognized in the period in which the contributions are due. E mployer contributions to each plan are
recognized when due and the employer has made a formal commitment to provide the contributions. Retirement benefits and
refunded 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

Article X, Section 16 of the South Carolina Constitution requires that all State-operated retirement plans be funded on a
sound actuarial basis. Title 9 of the South Carolina Code of Laws 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, 2011, 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, 2011, were as follows:

Plan Rate
SCRS 9.39%
PORS 11.53%
GARS 76.06%
JSRS 45.09%

The State appropriated $3.904 million to fund the NGPS actuarially determined employer contribution for the fiscal year
ended June 30, 2011.

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, 2011, were $18 thousand for SCRS and $8 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...........cccceeeiiiineennn. $ 2,414 $ 8,414 $ 3,748
Employer contributions made................. $ 2,414 $ 8,414 $ 3,904
Actuarial valuation date........................... July 1, 2010 July 1, 2010 July 1, 2010
Actuarial cost method..............cccceeeiene. Entry age Entry age Entry age
Level dollar, Level percent, Level dollar,
Amortization method..................cceeee. closed open open
Remaining amortization period............... 15 years 16 years 22 years
10-year 10-year 10-year
smoothed smoothed smoothed
Asset valuation method................ccceeeee market market market

Actuarial assumptions:

Investment rate of return....................... 8.00% 8.00% 8.00%
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, 2011 (expressed
in thousands):

NGPS
Actuarially required contribution (ARC)...... $ 3,905
Interest on the NPO................innn. 748
Adjustment to the ARC.. (905)
Annual pension cost...... 3,748
Contributions made................ccccociiiiinne. (3,904)
Decrease in NPO.............cocociiiiiiiiinne (156)
NPO beginning of year... . 9,348
NPO end of year..........coeiiiiiiiiiiiiiiiecnnn $9,192

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, 2011 June 30, 2010 June 30, 2009
% % %
Required Contributed Required Contributed Required Contributed

SCRS-State:

Primary government....... $ 252,814 100.0% $ 255,653 100.0% $ 260,536 100.0%

Component units............ 14,231 100.0% 13,986 100.0% 14,220 100.0%
PORS-State:

Primary government....... 42,699 100.0% 42,268 100.0% 44,566 100.0%

Component units............ 78 100.0% 70 100.0% 74 100.0%
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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:

Fiscal Year Annual Percentage Net
Ended Pension Cost of APC Pension
Plan June 30 (APC) Contributed Obligation
GARS 2009 $ 2,495 100.0% $ —
2010 2,598 100.0% —
2011 2,414 100.0% —
JSRS 2009 8,414 100.0% —
2010 8,414 100.0% —
2011 8,414 100.0% —
NGPS 2009 3,979 101.8% 9,600
2010 3,800 106.6% 9,348
2011 3,748 104.2% 9,192

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 2008 $ 24,699,678 $ 35,663,419 $ 10,963,741 69.3% $ 7,559,172 145.0%
2009 25,183,062 37,150,315 11,967,253 67.8% 7,761,808 154.2%
2010 25,400,331 38,774,029 13,373,698 65.5% 7,769,820 172.1%
PORS 2008 3,363,136 4,318,955 955,819 77.9% 1,060,747 90.1%
2009 3,482,220 4,564,111 1,081,891 76.3% 1,084,154 99.8%
2010 3,612,700 4,850,457 1,237,757 74.5% 1,076,467 115.0%

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 2008 $ 47,189 $ 69,122 $ 21,933 68.3% $ 3,854 569.1%
2009 45,891 68,491 22,600 67.0% 3,854 586.4%
2010 43,712 68,671 24,959 63.7% 3,854 647.6%
JSRS 2008 138,323 213,406 75,083 64.8% 18,661 402.4%
2009 141,797 214,363 72,566 66.1% 18,661 388.9%
2010 142,871 215,823 72,952 66.2% 18,661 390.9%
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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 July 1 (a) (b) (b-a) (a/b) (c) ((b-a)/c)
NGPS 2008 $ 17,426 $ 53,534 $ 36,108 32.6% N/A N/A
2009 18,600 53,421 34,821 34.8% N/A N/A
2010 19,458 54,153 34,695 35.9% 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, whether a plan’s unfunded liability (UAAL) as a percentage of covered payroll is decreasing, and
whether the actuarial values of plan assets are increasing or decreasing over time relative to the actuarial accrued liabilities
(AAL’s) for benefits. The tables above present the results of those measurements.

South Carolina statute allows for retiree cost-of-living allowances (COLAs). Each July 1, eligible retired members of
the SCRS and PORS will receive an automatic COLA of up to 2.0% as long as the Consumer Price Index (CPI) as of the
previous December 31 was at least 2.0%. If the CPI is less than 2.0%, the COLA will equal the actual CPI. If the CPI is
negative, no COLA will be granted. The Budget and Control Board, as trustees of the State’s pension trust funds, may
approve ad hoc COLAs of up to 2.0% in addition to the automatic COLA if certain guidelines are met.

g. Receivables and Investments

The principal components of receivables and investments (expressed in thousands) at June 30, 2011, for the plans
administered by the South Carolina Retirement Systems were as follows:

SCRS PORS GARS JSRS NGPS Totals

Receivables:

Contributions.........cccccceiierirnnnen. $ 147,843 $ 16,963 $ 34 $ 684 $ 15 $ 165,539

Employer long-term.................... 18 8 — — — 26

Accrued interest................... 55,107 7,761 90 308 40 63,306

Unsettled investment sales........ 641,058 93,240 960 3,672 461 739,291

Other investment receivables..... 21,697 3,139 33 121 16 25,006
Total receivables.........ccccceneee. $ 865,723 $ 121,111 $ 1,117 $ 4,685 $ 532 $ 993,168
Due from other funds................. $ 6,988 $ 604 $ — $ 92 $  — $ 7,684

Investments and invested securities lending collateral:

Short-term securities.................. $ 10,113 $ 1,471 $ 16 $ 56 $ 7 $ 11,663
Debt-domestic 3,309,873 481,410 4,955 18,445 2,380 3,817,063
Debt-international....................... 2,780,555 404,422 4,163 15,495 1,999 3,206,634
Equity-domestic..........c.cceeeeeen. 1,808,944 263,105 2,708 10,080 1,301 2,086,138
Equity-international..................... 1,075,869 156,482 1,611 5,996 773 1,240,731
Alternatives........ccoeeeeeeieeenieens 11,713,707 1,703,719 17,537 65,277 8,422 13,508,662
Invested securities lending
collateral.........cccoeveeeiiiieiieens 198,711 28,902 298 1,107 143 229,161
Total investments........cc.cccveenene $ 20,897,772 $ 3,039,511 $ 31,288 $ 116,456 $ 15,025 $ 24,100,052

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
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.
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A total of 5,862, members were participating in the TERI program at June 30, 2011. The financial activity of the
program (expressed in thousands) during the fiscal year ended June 30, 2011, was as follows:

Beginning balance of TERI trust accounts...... $ 322,350
Additions .......evviiiiiiiiii 155,874
TERI distributions at termination..................... (114,851)
Ending balance of TERI trust accounts....... $ 363,373

i. Defined Contribution Plan

As an alternative to membership in SCRS, certain State and public school employees may elect to participate in the State
Optional Retirement Program (State ORP). Participants in the 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). A direct remittance is required from the employers to the investment providers for the employee contribution
(6.5%) and a portion of the employer contribution (5.0%). A direct remittance is also required to the SCRS for a portion of
the employer contribution (4.24%) and a group life contribution (0.15%), which is retained by the SCRS. The activity for
the State ORP is as follows (expressed in thousands):

Covered payroll........cccceevevieeeennnnen. $ 960,684
Employee contirbutions................. 62,444
Employer contributions.................. 48,034

NOTE9: POST-EMPLOYMENT BENEFITSOTHER THAN PENSIONS

a. Plan Description

In accordance with the South Carolina Code of Laws and the annual Appropriations Act, the State provides post-
employment health and dental and long-term disability benefits (OPEB plans) to retired State and school district employees
and their covered dependents. The OPEB plans have been determined to be cost-sharing multiple-employer defined benefit
plans and are administered by the Employee Insurance Program (EIP), a part of the State Budget and Control Board (SBCB).
Generally, retirees are eligible for the health and dental benefits if they have established at least ten years of retirement
service credit. For new hires on May 2, 2008 and after, retirees are eligible for benefits if they have established twenty-five
years of service for 100% employer funding and fifteen through twenty-four years of service for 50% employer funding.
Benefits become effective when the former employee retires under a S tate retirement system. Basic long-term
disability (BLTD) benefits are provided to active state, public school district and participating local government employees
approved for disability.

b. Funding Policies

Sections 1-11-705 through 1-11-710 of the South Carolina Code of Laws of 1976, as amended, requires these
post-employment healthcare and long-term disability benefits be funded though annual appropriations by the General
Assembly for active employees to the EIP and participating retirees to the SBCB except the portion funded through the
pension surcharge and provided from other applicable sources of the EIP for its active employees who are not funded by
State General Fund appropriations. Employers participating in the healthcare plan are mandated by State statute to contribute
at arate assessed each year by the Office of the State Budget, 3.90% of annual covered payroll for fiscal year 2010-2011.
The EIP sets the employer contribution rate based on a pay-as-you-go basis. The State paid $283.283 million applicable to
the surcharge included with the employer contribution for retirement benefits for the fiscal year ended June 30, 2011. The
net estimated OPEB obligation at June 30, 2011 was $462.723 million. This OPEB obligation is not recorded in the State’s
financial statements because the State met its contractually required contributions for the fiscal year. BLTD benefits are
funded through a per person premium charged to State agencies, public school districts, and other participating local
governments. The monthly premium per active employee paid to EIP was $3.22 for the fiscal year ended June 30, 2011.
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Effective May 1, 2008, the State established two trust funds through Act 195 for the purpose of funding and accounting
for the employer costs of retiree health and dental insurance benefits and long-term disability insurance benefits. The South
Carolina Retiree Health Insurance Trust Fund (SCRHITF) is primarily funded through the payroll surcharge. Other sources
of funding include additional State appropriated dollars ($2.375 million), accumulated EIP reserves ($17.097 million), and
income generated from investments. The Long Term Disability Insurance Trust Fund (LTDITF) is primarily funded through
investment income and employer contributions.

c. Trend Information

The State’s required contributions for the OPEB plans in dollars (expressed in thousands) and the percentages of those
amounts contributed for the three latest available years were as follows:

Fiscal Year Ended

June 30, 2011 June 30, 2010 June 30, 2009
Actuarially % Actuarially % Actuarially %
Required Contributed Required Contributed Required Contributed
SCRHI $ 815,825 36.78% $ 785,250 37.76% $ 727,079 50.87%
LTDI 9,456 71.25% 9,590 71.43% 9,469 73.57%

d. Funding Progress

The schedule of funding progress for the OPEB plans based on the most recent actuarial valuation date is as follows
(dollar amounts expressed in thousands):

Unfunded UAAL as a
Actuarial Actuarial Actuarial Percentage
Actuarial Value Accrued Accrued Funded Covered of covered
OPEB Valuation of Assets Liability Liability Ratio Payroll Payroll
Plan Date (a) (b) (b-a) (a/b) (c) ([b-a] / ¢)
SCRHITF  June 30, 2008 $ 270,153 $ 9,279,578 $ 9,009,425 3% $ 7,596,053 119%
SCRHITF  June 30, 2009 $ 439,903 $ 9,643,577 $ 9,203,674 5% $ 7,736,161 119%
SCRHITF  June 30, 2010 $ 487,496 $ 9,632,092 $ 9,144,596 5% $ 8,045,607 114%
LTDITF June 30, 2008 $ 27,468 $ 26,341 $ (1,127) 104% $ 8,307,740 <1%
LTDITF June 30, 2009 $ 29,440 $ 23,610 $ (5,830) 125% $ 8,418,750 <1%
LTDITF June 30, 2010 $ 32,690 $ 25,855 $ (6,835) 126% $ 8,295,065 <1%

Complete financial statements for the OPEB plans and the trust funds may be obtained by writing to:

Employee Insurance Program
1201 Main Street, Suite 360
Columbia, SC 29201.
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e. Receivables and Investments

The principal components of receivables and investments (expressed in thousands) at June 30, 2011, for the OPEB plans
administered by the Employee Insurance Program were as follows:

SCRHI LTDI Totals
Receivables:
Accrued interest.........c.cooveeeeunee $ 4,778 $ 356 $ 5,134
Due from other funds................. $ 42,880 $ — $ 42,880

Investments and invested securities lending collateral:

Domestic Debt Instruments......... $ 378,319 $ 24,803 $ 403,122
Financial Paper..........cc.ccccvevenee. 36,959 5,206 42,165
Invested securities lending
collateral.........c.coovevveveeieeennn, 2,513 347 2,860
Total investments..........ccccevnne. $ 417,791 $ 30,356 $ 448,147

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: p roperty 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 for the coverage provided.

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 $237.874 million at June 30, 2011, includes a provision for reported claims and 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. 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

2010 $ 226,834 $ 51,466 $ (48,289) $ 230,011

2011 230,011 49,436 (41,573) 237,874

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 $10.000 million per
occurrence. Reinsurance permits partial recovery of losses from reinsurers; however, the IRF, as the 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. T he State, the
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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. A gencies 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 serves as the third party administrator for the Long-Term Disability Insurance
Trust and the South Carolina Retiree Health Insurance Trust Fund collecting monthly premiums, processing claims, and
providing other managerial and administrative responsibilities. Transfers to the LTDITF occur monthly for the Basic Long-
Term Disability premiums. Likewise monthly transfers are made from the Trust to cover the cost of claims. Refer to Note 9
for more information on the outstanding liability for Basic Long-Term Disability. Similar transactions occur monthly for the
SCRHITF for which claims liability information is also available in Note 9.

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 $144.879 million at June 30, 2011, includes a provision for reported claims 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 including factors for 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.

Of the total claims liability reported for the Employee Insurance Programs Fund at June 30, 2011, $7.679 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

2010 $ 185,837 $ 1,615,021 $ (1,643,889) $ 156,969

2011 156,969 1,615,143 (1,627,233) 144,879

c. State Accident Fund

State law established the State Accident 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 modified for claims experience. 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.

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. T he 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, 2011, the Fund’s
policy claims liability was $237.790 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.
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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

2010 $ 214,750 $ 63,634 $ (50,239) $ 228,145

2011 228,145 56,251 (46,606) 237,790

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; however, the Fund, as the 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.
Accordingly, the PCF and JUA follow the guidance of FASB ASC 944, Financial Services - Insurance, 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 as ingle 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 $122.093 million for the PCF at June 30, 2011, and $140.434 million, for the JUA at December 31, 2010, 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.

Changes in the balances of claims liabilities for the PCF 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

2010 $ 155,574 $ 704 $ (17,624) $ 138,654

2011 138,654 956 (17,517) 122,093
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Changes in the balances of claims liabilities for the JUA 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
Dec 31 Liability Estimates Payments Year-End
2009 $ 180,656 $ 10,951 $ (33,943) $ 157,664
2010 157,664 10,220 (27,450) 140,434

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.

Per Section 42-7-200(a) of the South Carolina Code of Laws of 1976, as amended, the Second Injury Fund is responsible
for administering the Workers’ Compensation Uninsured Employers’ Fund. The State reports the Workers’ Compensation
Uninsured Employers’ Fund in its Other Special Revenue Fund. T he Fund issues payment of awards of workers’
compensation benefits, which are unpaid because of employers who fail to acquire necessary coverage for employees.
Funding for payment of awards is provided from collections of the tax on insurance carriers and self-insured persons in an
amount sufficient to maintain the fund. The policy claims liability reported on the government-wide statement of net assets
at June 30, 2011, was $36.086 million.

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

2010 $ 32,973 $ 10,070 $ (7.,333) $ 35710

2011 35,710 8,140 (7,764) 36,086

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 2008 or 2009. However, during 2010 settled
claims resulting from the Santee River Flooding Case exceeded coverage limits and were paid by the Authority (See Note 22
for further details). Policies are subject to deductibles ranging from $250 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 general
liability self-insured layer exists between the Authority’s primary and excess liability policies. During 2010, there were no
losses incurred or reserves recorded for general liability.

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 2010.

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.
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At December 31, 2010, the policy claims liabilities were $2.263 million. Changes in the reported liability in each of 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
December 31 Liability Estimates Payments Year-End

2009 $ 2120 $ 2,027 $  (2,394) $ 1,753

2010 1,753 3,548 (3,038) 2,263

NOTE 11: LEASES

a. Capital Leases

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, 2011 for the primary government and the State’s discretely presented
component units were as follows (expressed in thousands):

Governmental Business-type
Fiscal Year Ending June 30 Activities Activities Totals
2012 $ 210 $ 11,508 $ 11,718
2013 66 11,019 11,085
2014 43 10,717 10,760
2015 43 10,512 10,555
2016 9 10,581 10,590
2017-2021 — 44,891 44,891
2022-2026 — 31,238 31,238
2027-2031 — 27,721 27,721
2032-2036 — 23,025 23,025
Thereafter — 13,345 13,345
Total minimum payments...........c........ 371 194,557 194,928
Less: interest and executory costs........ (110) (90,188) (90,298)
Present value of net minimum
PAYMENES....oiiiiiiierrieee e $ 261 $ 104,369 $ 104,630
Component Units
Public State
Service Ports
Fiscal Year Ending December 31 Authority Authority
2011 $ 1,610 $ 7
2012 1,343 4
2013 1,023 —
2014 252 —
Total minimum payments.................... 4,228 11
Less: interest and executory costs........ (314) —
Present value of net minimum
PAYMENES...eiiiiieiiiirieee e $ 3,914 $ 11
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Assets under capital leases recorded in the accompanying government-wide statement of net assets at June 30, 2011,
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................ $ — $ 31,544 $ 31,544 $ — $ —

Construction in Progress..........cocvevveereeeceeenieeeeeenes — 1,496 1,496 — —
Buildings and improvements.............c.cccceeeeevieeennen. — 220,014 220,014 27,500 26

Machinery and equipment............cccccoeiniieinienis 679 8,741 9,420 — —

Assets acquired under capital leases before

accumulated amortization..........ccccvvvvvvveevvnnnnns 679 261,795 262,474 27,500 26
Less: accumulated amortization (388) (80,331) (80,719) (25,800) (15)
Assets acquired under capital leases, net........... $ 291 $ 181,464 $ 181,755 $ 1,700 $ 11

Excluded from the amounts presented above are capital leases between the Medical University of South Carolina
(MUSC), an institution included in the Higher Education Fund of the primary government, the Medical University Facilities
Corporation, a non-major Enterprise Fund, and the CHS Development Company, a non-major Enterprise Fund. T he
outstanding balance of the capital lease obligation and its corresponding receivable are presented in the Fund statement
presentation but have been eliminated in the Government-wide presentation because the Corporation and Company are
identified by MUSC as blended component units. The amount of the elimination is reported on the Reconciliation of
Government-wide to Fund Statements. The future minimum lease payments are to be paid through 2023 with interest
approximating $8 million.

Included in the Assets under capital leases is land, buildings, and equipment for which no future minimum lease
payments are reported because the lease payments have been prepaid. The prepaid asset reported in the Higher Education
Fund as other assets has a balance of $9.334 million as of June 30, 2011 and is being amortized over the life of the lease.
Rent expense of $196 thousand was reported for amortization in the current fiscal year.

b. Operating Leases

For the primary government’s fiscal year ended June 30, 2011, minimum rental payments under operating leases were
$99.412 million and contingent rental payments were $9.011 million. The State’s contingent rental payments are primarily
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 $4.900 million. F or the State Ports Authority, a major discretely presented
component unit, minimum rental payments under operating leases with terms of less than twelve months totaled $1.198
million for the fiscal year. For the Lottery Commission, a major discretely presented component unit, minimum rental
payments under operating leases for the fiscal year totaled $928 thousand.

At June 30, 2011, future minimum payments under noncancelable operating leases with remaining terms in excess of one
year were as follows (expressed in thousands):

Component Unit

Primary Lottery

Fiscal Year Ending June 30 Government Commission

2012 $ 71,879 $ 653

2013 50,027 636

2014 32,662 655

2015 21,389 674

2016 13,653 502

2017-2021 42,878 4
2022-2026 14,138 —
2027-2031 8,310 —
2032-2036 1,264 —
Thereafter 3,941 —

Total minimum payments.......... $ 260,141 $ 3,124
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Component Unit
Public Service

Fiscal Year Ending December 31 Authority
2011 $ 600
2012 600
2013 600
2014 600
2015 600

Total minimum payments............ $ 3,000

c. Facilities and Equipment Leased to Others

At June 30, 2011, the State agencies within the primary government had leased to non-State parties certain land,
facilities, or equipment having aco st of approximately $27.876 million and related accumulated depreciation of
$11.590 million. In addition at June 30, 2011, the State Ports Authority, a major discretely presented component unit, had
leased to non-State parties certain land and facilities having aco st of approximately $577.009 million and related
accumulated depreciation of $272.638 million. Future minimum rental payments to be received at June 30, 2011, under these

operating leases were as follows (expressed in thousands):

Component Unit

Primary State Ports
Fiscal Year Ending June 30 Government Authority
2012 $ 6,914 $ 16,570
2013 6,156 11,450
2014 3,982 9,446
2015 1,101 5,296
2016 959 5,596
2017-2021 3,369 6,273
2022-2026 2,906 —
Thereafter 8,967 —
54,631

Total..oooiiiiic e, $ 34,354 $

NOTE 122 BONDSAND NOTESPAYABLE

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, 2011, were:

Governmental Activities

Capital improvement bonds, 2.00% to 5.50%, maturing serially through 2019

State highway bonds, 2.00% to 5.50%, maturing serially through 2023

State school facilities bonds, 2.00% to 5.00%, maturing serially through 2018
Infrastructure Bank bonds, 3.00% to 5.00%, maturing serially through 2028

State economic development bonds, 1.00% to 6.75%,

maturing serially through 2031 ...

Research university infrastructure bonds, 3.00% to 5.75%,

maturing serially through 2025.............cooiiiiii e

Air carrier hub terminal facilities bonds, 1.00% to 4.00%,

maturing serially through 2025............co e
Subtotal-—governmental aCtiVIitieS.......ooouuiiiii i

Business-type Activities, Higher Education Fund

State institution bonds, 2.50% to 6.00%, maturing serially through 2031
Total—general obligation bonds payable.........ccccooieiiiiii e,

At June 30, 2011, $6.344 of capital improvement bonds, $475.700 million of State highway bonds, $42.185 million of
State economic development bonds, and $10.565 million of State research university infrastructure bonds were authorized

but unissued.

$ 294,497
470,125
321,243

48,055
398,026
176,817

47,634

1,756,397

484,500

$ 2,240,897
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At June 30, 2011, 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
2012 $ 182,320 $ 71,537 $ 26,450 $ 20,227
2013 186,595 63,806 27,270 19,214
2014 186,810 55,613 28,275 18,185
2015 194,915 47,184 29,230 17,064
2016 172,330 38,199 30,360 15,904
2017-2021 541,875 98,866 142,965 61,531
2022-2026 208,985 19,172 128,800 30,801
2027-2031 25,210 2,009 70,370 8,306
Total debt service
requirements.............c.cooe. 1,699,040 $ 396,386 483,720 $ 191,232
Unamortized premiums.............. 77,719 1,483
Deferred amount on refunding... (20,362) (703)
Total principal
outstanding..........cceeeviiniins $ 1,756,397 $ 484,500

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. T he legal annual debt service margin at June 30, 2011, was $41.721 million in total for all
institution bonds, $34.898 million for highway bonds, $130.334 million for general obligation bonds excluding institution
and highway bonds, $1.493 million for economic development bonds, and $5.328 million for research university
infrastructure bonds. Excluded from the debt service limit calculations is a $170.000 million 2010 issue of economic
development bonds which by State Law is not subject to the limitation on maximum annual debt service. South Carolina
State University exceeded its legal debt service limit on its State institution bonds by approximately $25 thousand at
June 30, 2011. Midlands Technical College exceeded its legal debt service limit on its State institution bonds by
approximately $888 thousand at June 30, 2011. The University and Technical College will adjust tuition fees and make other
corrections in subsequent years to cover the debt requirement.

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, 2011, which are reported in the internal service funds, totaled $5.161 million and mature serially
through 2016. Interest rates on these bonds ranged from 4.375% to 6.10%.

At June 30, 2011, 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, 2011, future debt service requirements (expressed in thousands) for limited obligation bonds were:

Governmental Activities
(Internal Service Funds)

Year Ending June 30 Principal Interest
2012 1,345 $ 256
2013 1,420 185
2014 1,495 110
2015 735 32
2016 185 9
Total debt service
requirements............coe.... 5,180 $ 592
Unamortized discounts......... (19)
Total principal
outstanding............cccevee. $ 5,161

The internal service funds pay all debt service for the lease revenue bonds.
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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. R evenue, Tobacco Settlement
Revenue Management Authority (Tobacco Authority), Infrastructure Bank, and other bonds and notes (expressed in
thousands) outstanding at June 30, 2011, were:

Bonds Notes
Primary Government:

Governmental Activities:
Infrastructure Bank bonds, 3.00% to 5.75%, maturing serially

LT 00T 2 0 T $ 2,135,772 $ —
Tobacco Authority bonds, 5.00%, maturing serially through 2018 63,161 —
Heritage Trust Revenue bonds, 4.00% to 4.25%, maturing in 2022............... 16,024 —
Judicial Department note, 1.92%, maturing in 2017 ..........ccceoviviieniienienieene — 1,927
Educational Television Commission note, 2.96%, maturing in 2014.............. — 173
Corrections Department notes, 5.25% to 5.97%, maturing through 2020....... — 17,875
Probation Parole and Pardon Department note, 4.04%, maturing in 2012..... — 51
Criminal Justice Academy note, 3.41%, maturing through 2016.................... — 7,970
Budget and Control Board bond and notes, 3.70% to 5.00%,

maturing through 2018............cooiiii e 14,376 22,176
Totals—governmental aCtiVitieS...........ccceviiriiiiiieni e 2,229,333 50,172
Business-type Activities:
Higher Education Fund bonds and notes, 1.28% to 6.94%,

maturing serially through 2040............cooiiiiiiiiii e 743,930 77,958
Housing Authority Fund bonds and note, 0.70% to 8.30%,

maturing serially through 2045............ccoooiiii e 790,098 —
Medical University Hospital Authority bonds and notes, 2.15% to 6.15%,

maturing through 2035............coiiiiii e 441,245 25,353
Education Assistance Authority Fund bonds, 3.40% to 5.10%,

maturing serially through 2030............cooiiiiiiiiii e 73,095 —
Nonmaijor enterprise funds:

Nonmajor enterprise fund bonds and notes, 0.25% to 7.50%,

maturing through 2038.............coooiiiii 58,998 52,119

Totals—business-type aCtiVities.......c.ccvviveiirieniiee e 2,107,366 155,430

Totals—primary government $ 4,336,699 $ 205,602

Major Discretely Presented Component Units:
Public Service Authority bonds, 1.35% to 8.37%,

maturing serially through 2051..........oociiiiiiiii e $ 5,121,540 $ —
State Ports Authority bonds and notes, 0.86% to 5.50%,

maturing serially through 2041..........oooiiiiiiii e $ 181,034 $ 949
Connector 2000 Association, Inc. bonds, 5.25% to 6.30%,

maturing serially through 2038...........cccuiiiiiiiii e $ 326,339 $ —

Debt Derivatives
Transportation Infrastructure Bank

The Transportation Infrastructure Bank, reported in the Local Government Infrastructure Fund, a major governmental
fund, is a party to interest rate exchange agreements with a termination date of October 1, 2031, to enhance the interest cost
savings and offset changes in tax-exempt variable interest rates on certain revenue bonds. Under these variable-to-fixed
interest rate exchanges, for the 2003B-1 and 2003B-3 agreements, the Bank pays a 3.86% fixed rate on a notional amount,
having an amortization schedule equal to that of the revenue bonds. For the 2003B-2 agreement, the Bank pays a 3.93%
fixed rate on a notional amount, having an amortization schedule equal to that of the revenue bond. 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
(LIBOR) on such notional amount. For the fiscal year ended June 30, 2011, the Bank made variable bond interest payments
of $911 thousand and fixed rate payments on the exchange agreement of $13.985 million. The Bank received variable swap
payments on the exchange agreement of $654 thousand. The June 30, 2011, mark to market value of this swap was negative
$63.091 million, representing an increase in fair value of $13.668 million from prior year. The deferred outflow of the
interest rate swap and the derivative instrument liability are shown on the statement of net assets.
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University Medical Associates

University Medical Associates of the Medical University of South Carolina (UMA) is a blended component unit and
nonmajor enterprise fund. UMA entered into an interest rate swap agreement with a financial institution to modify interest
rates on certain bonds by converting the variable interest rate into a rate equal to 2.98% plus 8% of the one-month LIBOR
rate. The interest rate swap agreement matures on July 1, 2037. The notional amount as of June 30, 2011 is $62.085 million,
which equals the principal outstanding. U nder the swap agreement, UMA pays the financial institution a fixed interest
payment of 2.10% and receives a variable payment equal to 67.0% of the one-month LIBOR rate. The variable rate in effect
at June 30, 2011 was 0.13%. The fair value of this swap, estimated using the zero-coupon method, was $2.915 million as of
June 30, 2011. The positive fair value of the cash flow hedge swap has been recorded on the Statement of Net Assets as an
asset and offset by an identical amount for the deferred inflows from this swap since the swap is considered an effective
hedging instrument. The increase in the fair value of the cash flow hedge swap from June 30, 2010 of $1.457 million is not
recognized in these financial statements.

In addition, UMA has entered into an interest rate swap agreement with a financial institution to modify interest rates on
an outstanding term loan in an effort to convert its variable rate to a synthetic fixed rate of 3.87%. The swap agreement
related to the term loan matures January 1, 2019. The notional amount as of June 30, 2011 was $28.752 million, which
equaled the principal outstanding. Under this swap agreement, UMA pays the financial institution a fixed interest payment of
3.87% on the term loan. UMA receives a variable payment equal to the one-month LIBOR rate plus 1.30% on the swap
associated with the taxable term loan. The variable rate for the term loan in effect at June 30, 2011 was 1.49%. The fair
value of the term loan swap, estimated using the zero-coupon method, was negative $742 thousand as of June 30, 2011. The
negative fair value of the term loan cash flow hedge swap has been recorded on the Statement of Net Assets as an asset and
offset by an identical amount for the deferred outflows from this swap since the swap is considered an effective hedging
instrument. The decrease in the fair value of the term loan cash flow hedge swap from June 30, 2010 of $33 thousand is not
recognized in these financial statements.

As of June 30, 2011, debt service requirements of the UMA 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 Debt Interest Rate
June 30 Principal Interest Swaps, Net Totals

2012 $ 3,792 $ 1,033 $ 1,875 $ 6,700
2013 3,792 977 1,783 6,552
2014 3,791 920 1,692 6,403
2015 3,791 863 1,601 6,255
2016 3,791 807 1,510 6,108
2017-2021 17,920 3,206 6,160 27,286
2022-2026 13,330 2,350 4,561 20,241
2027-2031 15,315 1,610 3,126 20,051
2032-2036 17,575 762 1,480 19,817
2037-2038 7,740 40 78 7,858
Totals.......... $ 90,837 $ 12,568 $ 23,866 $ 127,271

State Ports Authority

The State Ports Authority, a major discretely presented component unit, is a party in 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 70.0% of the
one-month LIBOR on such notional amount. T he notional amounts at June 30, 2011 were $60.795 million and
$26.055 million. The swap contracts expire on July 1, 2026.

In addition, the Authority entered into a third interest swap contract intended to manage interest expense and offset the
effects of its other interest rate swaps previously executed. This agreement provides that the Authority will pay the swap
provider interest on a notional amount at a variable rate equal to the SIFMA Municipal Swap Index rate on the first day of
each month through expiration on July 1, 2026. The swap provider will pay the Authority at a fixed rate of 3.51%. The
notional amount under this swap agreement is $86.850 million at June 30, 2011.

As of June 30, 2011, the swaps had a negative fair value of approximately $3.604 million. The unrealized loss related to
these agreements recorded at June 30, 2011 is $1.484 million and is included in interest expense on the Statement of
Activities.
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Pledged Revenues for Payment of Debt

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:

Primary Government:
Governmental Activities:
Infrastructure Bank bonds: fees and interest 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 a 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 and note: 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

For its business-type activities, the State separately identifies amounts of pledged revenues available at June 30, 2011, in
the statement of revenues, expenses, and changes in fund net assets for proprietary funds.

Debt Service Requirements

At June 30, 2011, 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
2012 $ 66,676 $ 107,889 $ 105,343 $ 106,563
2013 74,624 104,448 88,173 103,122
2014 80,013 100,663 73,369 99,254
2015 78,366 96,805 78,002 95,500
2016 86,361 92,736 78,540 91,700
2017-2021 434,182 396,491 392,526 403,626
2022-2026 392,365 295,786 446,152 300,583
2027-2031 471,210 200,974 409,204 192,210
2032-2036 404,615 89,732 437,066 83,983
2037-2041 200,990 27,167 124,910 10,984
2042-2045 — — 36,400 6
Total debt service
requiremMentS.......ccvvevneenveenneanns 2,289,402  $1,512,691 2,269,685 $ 1,487,531
Net unamortized premiums.............. 76,222 34,741
Deferred amount on refunding......... (86,119) (41,630)
Total principal outstanding........... $ 2,279,505 $ 2,262,796

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, 2010, the carrying value of the
Public Service Authority’s debt was $5.155 billion while the fair value was approximately $5.500 billion. At June 30, 2011,
the carrying value of the State Ports Authority debt was $179.435 million while the fair value was approximately
$187.239 million. T he fair values were estimated using current rates available to the entities for similar borrowing
arrangements and on the market rate of comparable traded debt.
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As of the last reporting date of the Component Units, future debt service requirements (expressed in thousands) for
bonds and notes of the State’s major discretely presented component units were as follows:

Public Service Authority Connector 2000 Assoc.
Year Ending December 31 Principal Interest Principal Interest
2012 $ 361,781 $ 238843 $ 15,400 $ 6,983
2013 129,965 245,830 9,900 3,303
2014 176,058 238,459 10,500 3,243
2015 426,750 221,233 11,000 3,180
2016 224,388 202,807 11,700 3,114
2017-2021 1,121,113 854,258 78,900 14,471
2022-2026 762,505 606,147 115,200 12,258
2027-2031 609,981 455,233 154,000 9,334
2032-2036 518,650 299,922 187,100 5,493
2037-2041 453,420 161,676 139,500 989
2042-2046 66,095 114,544 — —
2047-2051 300,000 48,405 — —
Total debt service
requiremMents........c.ooeeniennnens 5,150,706  $ 3,687,357 733,200 $ 62,368
Unamortized premiums (discounts).. 133,888 (406,861)
Deferred amount on refunding.......... (164,054) —
Total principal outstanding............ $ 5,120,540 $ 326,339

As discussed further in Note 22g, Connector 2000 Association had filed for Bankruptcy protection prior to the issuance
of its audited financial statements. The information included above reflects the amounts owed based on the audited financial
statements which includes the protection provided by the bankruptcy filing. Subsequent to the issuance of those statements,
the court order for the bankruptcy was issued which restructured the debt service requirements presented above. A complete
copy of the order from the U. S. Bankruptcy Court is available from the Association’s website, www.SouthernConnector.com
under the News & Filingstab.

State Ports Authority

Year Ending June 30 Principal Interest

2012 $ 4,470 $ 8,942

2013 4,695 8,701

2014 4,919 8,512

2015 4,845 8,317

2016 5,035 8,116

2017-2021 29,095 36,354

2022-2026 37,320 27,626

2027-2031 22,290 20,012

2032-2036 29,025 13,112

2037-2041 37,730 4,169

Total debt service

requiremMentsS......ccccevveeeveieeeesnennnn 179,424 $143,861
Unamortized premiums.............c....... 2,559
Total principal outstanding............ $181,983

Interest Expense

Borrowing is essential to the continuation of programs associated with certain entities reported within the primary
government’s governmental activities. T he primary government reported interest expense during the fiscal year ended
June 30, 2011, in governmental functions for these entities as follows (expressed in thousands):

Amount
General government $ 14,349
Transportation.........c.cccevvevenniecicnnne 138,648
Total allocated interest expense......... $ 152,997

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

At June 30, 2011, $30.000 million in short-term general obligation bond anticipation notes and $33.500 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, 2011.

e. Defeased Bonds

During March 2011, the State issued $123.590 million in general obligation State capital improvement refunding bonds
with an average interest rate of 1.67% to refund $132.225 million of general obligation State capital improvement bonds
($31.510 million of Series 2001 A, $51.620 million of Series 2002A, and $49.095 million of Series 2002C) with an average
interest rate of 4.65%. The net proceeds of $138.385 million (after payment of $478 thousand in issuance costs), were used
for a current refunding of the Series 2001A issue, and the remainder was used to purchase United States government
securities to advance refund the Series 2002A and Series 2002C issues. The advance refunding resulted in a difference
between the reacquisition price and the net carrying amount of the old debt of $2.087 million. This difference, reported in the
accompanying financial statements as a deduction from bonds payable, is being charged to operations through the year 2018
on a straight-line basis. T he bonds were refunded to reduce total debt service payments over the next seven years by
approximately $8.586 million and to obtain an economic gain (difference between the present values of the old and new debt
service payments) of approximately $8.452 million.

During March 2011, the State issued $192.275 million in general obligation State school facilities refunding bonds with
an average interest rate of 1.67% to refund $208.385 million of general obligation State school facilities bonds ($45.190
million of Series 2000A, $104.780 million of Series 2001A, $50.485 million of Series 2002A, and $7.930 million of Series
2002B) with an average interest rate of 4.23%. The net proceeds of $213.885 million (after payment of $698 thousand in
issuance costs), were used for current refunding of the Series 2000A and Series 2001 A issues, and the remainder was used to
purchase United States government securities to advance refund the Series 2002A and Series 2002B issues. The advance
refunding resulted in a difference between the reacquisition price and the net carrying amount of the old debt of $2.716
million. This difference, reported in the accompanying financial statements as a deduction from bonds payable, is being
charged to operations through the year 2017 on a straight-line basis. The bonds were refunded to reduce total debt service
payments over the next six years by approximately $13.414 million and to obtain an economic gain (difference between the
present values of the old and new debt service payments) of approximately $13.346 million.

On March 3, 2011, the University of South Carolina issued $20.085 million in general obligation state institution
refunding bonds to partially advance refund the Series 2001B state institution bonds maturing from July 1, 2012 to July 1,
2021 and callable July 1, 2011. The refunding transactions resulted in a deferred loss on refunding of $704 thousand, an
aggregate debt payment reduction of $1.694 million over the next eleven years, and an economic gain of $1.790 million.

During its fiscal year ended December 31, 2010, the Public Service Authority, a major discretely presented component
unit, issued $231.100 million in 2010 Series Refunding Series B Bonds with an aggregate all-in true interest cost of 3.30% to
refund $30.430 million of the 2001 S eries A, $118.600 million of the 2002 S eries B, and $84.780 million of the
2002 Refunding Series D with interest rates ranging from 4.00% to 5.375%. This difference, reported in the accompanying
financial statements as a deduction from bonds payable, is being charged to operations through the year 2032 using the
effective-interest method. T he bonds were refunded to reduce total debt service payments over the next 23 years by
approximately $22.800 million and to obtain an economic gain of approximately $18.900 million.

On September 14, 2010, the University of South Carolina, included in the Higher Education major enterprise fund,
issued $12.840 million in athletic facilities revenue refunding bonds to partially advance refund the Series 2002A revenue
bonds maturing from May 1, 2013 to May 1, 2027 and callable May 1, 2012. The refunding transactions resulted in a
deferred loss on refunding of $1.105 million, an aggregate debt payment reduction of $1.226 million over the next seventeen
years, and an economic gain of $952 thousand.

On December 18, 2008, University Medical Associates issued Series 2008 South Carolina Jobs-Economic Development
Authority Variable Rate Demand Bonds (Series 2008 B onds) in the amount of $65.085 million in conjunction with the
refunding of its 1994, 1997, 1999A and 1999B Select Auction Variable Rate Securities (SAVRS). The proceeds of the Series
2008 Bonds were used to fully redeem the 1999 A&B SAVRS and pay certain costs of issuance. During the current fiscal
year, the Series 2008 Bonds were refunded under a mandatory tender provision. The proceeds of $62.085 million along with
$315 thousand from operating cash retired the Series 2008 Bonds including accrued interest and issue costs of $315
thousand. This refunding resulted in an economic loss of $7.342 million and an increase in cash flows of $9.808 million due
to increased interest costs. The deferred refunding costs aggregated with unamortized costs of prior refundings amounting to
$22.347 million are being amortized over the original amortization period remaining from the previous refunding (ending
May 15, 2027) using the effective interest method.
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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, 2011, 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...... $ 100,715 $ — $ 100,715
School Facilities bonds............. 58,415 — 58,415
Infrastructure Bank bonds........ 308,595 — 308,595
Tobacco Authority bonds.......... 81,170 — 81,170
Higher Education Fund bonds.. — 142,390 142,390
TotalS..coivieiiic $ 548,895 $142,390 $ 691,285

In addition, at December 31, 2010, $243.810 million of bonds associated with the Public Service Authority 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. At June 30, 2011, reported as other liabilities for governmental activities is an arbitrage
rebate liability of $694 thousand associated with the State’s General Obligation Debt and a $1.163 million arbitrage rebate
liability associated with revenue bonds of the Local Government Infrastructure Fund (a major governmental fund). The
Higher Education Fund (a major enterprise fund) also incurred arbitrage rebate liabilities in connection with revenue bonds
sold in previous years. Arbitrage rebates payable at June 30, 2011 are reported as other liabilities of $39 thousand in the
Higher Education Fund.

g. Conduit Debt

State law authorizes issuance of certain bonds for which the State assumes no responsibility for repayment. T hese
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, 2011, the outstanding balance of bonds issued was $336.070 million.

The Jobs-Economic Development Authority, a nonmajor enterprise 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, 2011, the outstanding balance of bonds issued after June 30, 1995, was
$3.609 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. T he 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, 2011, the outstanding balance of bonds issued was $244.316 million.

h. 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, 2011, 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, 2011 are reported as notes payable. Other relevant information regarding these accounts is provided below.

The University Medical Associates of the Medical University of South Carolina (UMA), a blended component unit and
nonmajor enterprise fund, has a line of credit with a maximum borrowing limit of $10.000 million, on which UMA could
draw for working capital. The loan bears interest at the 30-day LIBOR rate plus 1.15% and is secured by all unrestricted
accounts receivable. During fiscal year ended June 30, 2011, there were no advances under this line of credit. The line of
credit expired during June 2011 and was renewed with basically the same terms through June 30, 2012.
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The Public Service Authority, a discretely presented component unit, has recorded a $159.338 million liability for
commercial paper notes at its fiscal year ended December 31, 2010. The paper is issued for valid corporate purposes with
terms not to exceed 270 days. The Authority has a $375.000 million revolving credit agreement to support the issuance of
commercial paper. There were no borrowings under the agreement during 2010.

i. Advances from Federal Government

On December 26, 2008, the Unemployment Compensation Fund, a major enterprise fund, began to obtain advances
from the Federal government in order to pay unemployment benefits due to the exhaustion of all other funds to pay benefits.
These advances were obtained due to the significant increase in unemployment benefits resulting from a significant increase
in the unemployment rate in the State and the extension of the period by the Federal government that benefits are paid to
claimants. Section 1201 of Title XII of the Social Security Act provides that an advance from the Federal Unemployment
Fund to the account of a state’s unemployment trust fund is allowed if the governor of a state applies for payment for any
3-month period. Only amounts actually drawn down for benefit payments must be repaid.

At June 30, 2011, the outstanding balance of these advances was $967.068 million. Principal payments are required to
begin on September 30, 2011, with interest accruing at an interest rate of approximately 4.00% beginning on January 1, 2011.
Of the balance reported, $783.693 million is considered non-current with $183.375 million reported as due within one year.

Under Section 1201 of Title XII of the Social Security Act, if a balance of advances to a state is outstanding on
January 1, in two consecutive years and not fully repaid prior to November 10 of the second year, employers subject to
contributions under such state’s unemployment compensation law will be subject to additional Federal unemployment taxes
determined by a formula of reductions in credit against the tax. Such credit reduction will apply beginning with the second
consecutive January 1 as of the beginning of which there is a balance of such advances. The credit reductions, pursuant to
Section 3302(c)(2) of FUTA, increase employers’ Federal tax liability each year. The amount equal to the reduced credits,
excluding penalty and interest, will be applied to reduce the State’s balance of advances. For the fiscal year ended
June 30, 2011, a total of $35.189 million was applied to reduce the balance of federal unemployment account advances to the
Fund as aresult of the reduced FUTA credits. N on-recurring revenues appropriated to the Department of Employment
Workforce by the General Assembly will be utilized to make principal payments on the federal advances in amounts
sufficient to avoid the FUTA credit reductions for state employers for the 2011 tax year.

The State has implemented comprehensive changes to the Unemployment Insurance (UI) tax structure specifically
designed to assist in putting the Fund back on the path to solvency. State unemployment tax rates for future years will be
structured to raise revenues that more accurately address the demands on the Fund and the changing economic environment
in which the Fund operates. While the Fund remains in Federal loan status, required tax revenues will consist of estimated
benefit payouts for the subsequent year, an amount required to repay the principal on all outstanding federal advances over
five years, and an additional surcharge designated to pay accrued interest on outstanding advances. As the expected level of
state UI benefits continues to decrease, a greater proportion of state Ul tax revenues will be available to repay the advanced
funds.

Increased tax collections coupled with decreases in the number of individuals eligible for and claiming state Ul benefits
have enabled the Fund to operate without obtaining additional advances from the federal government since May 2011.
Management plans to continue to borrow from the Federal government as needed, to fund its deficits for the foreseeable
future; however, it is estimated that no additional advances will be required until the first quarter of the 2012 calendar year.
The Federal government has not established a maximum amount that the Fund can borrow.

Federal regulations specify that interest on Federal Unemployment Account Advances may not be paid, either directly or
indirectly, from the Fund; therefore, no accrued interest is reported in the Unemployment Compensation Benefits Fund.
Interest of $26.481 million was paid in September 2011 from the State’s Debt Service Fund, with the portion due at
June 30, 2011 of $17.709 million reported as accrued interest in the government-wide Statement of Net Assets for
governmental activities. As of November 7, 2011, the balance of advances from the Federal government was
$782.616 million, after principal payments of $115.175 million and $68.700 million were made in September and
November 2011, respectively, and FUTA tax credits of $577 thousand were applied against the balance of advances.
Additional information related to activity subsequent to year end is provided in the next section.

j. Subsequent Events

In September and October of 2011, the State’s primary government entered into two Master Lease notes totaling
$1.040 million, which will be reported in the State’s governmental activities.

The State Housing Finance and Development Authority, a major enterprise fund, issued $70.000 million in
Homeownership Revenue Bonds on October 20, 2011.
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Subsequent to its fiscal year end, the Public Service Authority, a major discretely presented component unit, has issued
$625.147 million in revenue obligations, $135.855 million in revenue refunding obligations, and $48.036 million in
tax-exempt revenue mini-bonds.

In response to the State’s responsibility for repayment of the Federal Advances a budget proviso was recently enacted,
which provides the Unemployment Compensation Fund with $146.000 million earmarked for federal loan repayments. This
proviso resulted in the Department of Employment Workforce being required to recalculate business unemployment taxes for
2011 retroactive to January 1, 2011. The recalculation of rates will result in overpayments from businesses for the first two
calendar quarters of 2011. Any credits resulting from the lower rates can be applied to future quarters automatically. If the
business is interested in receiving a refund for any overpayments made in the second quarter of 2011, they can begin
requesting these refunds October 1, 2011. It is estimated that approximately $23.000 million will be available to South
Carolina businesses as refunds. Any overpayments associated with the first quarter are required to be carried by the
Department as credit to be applied to future tax liability, which is estimated in the amount of $67.000 million.

NOTE 13: CHANGESIN LIABILITIES

a. Long-Term Liabilities

Changes in major classes of long-term liabilities (expressed in thousands) for the fiscal year ended June 30, 2011, were:

Amounts

Balances at Balances at Due Within

July 1, 2010 Increases Decreases June 30, 2011 One Year

Primary Government:
Governmental Activities

Policy Claims.........ccovveiis $ 650,834 $1,728,970 $ (1,723,175) $ 656,629 $ 469,421
Notes payable.........cccovereiiiniiieieee, $ 60,944 $ 1,927 § (12,699) $ 50,172 $ 10,581
General obligation bonds payable.............. $ 1913950 $ 315865 $ (530,775) $ 1,699,040 $ 182,320
Unamortized discounts and premiums....... 54,634 37,581 (14,496) 77,719 —
Deferred amount on refunding................... (18,536) (4,803) 2,977 (20,362) —

Total general obligation bonds payable... ~§ 1,950,048 $ 348643 § (542,294)

©«

1,756,397  $ 182,320

Tobacco Authority bonds payable.............. $ 136,965 $ — $ (65265) $ 71,700 $ —
Unamortized discount............cccooceeiineenene (4,098) — 1,953 (2,145) —
Deferred amount on refunding................... (12,214) — 5,820 (6,394) —
Total Tobacco Authority bonds payable... § 120,653 % — $ (57492) $ 63,161 $ —
Revenue bonds payable..............c.cccenenee. $ 32,570 §$ — $ (2,760) $ 29,810 § 2,885
Unamortized discounts and premiums....... 681 — (91) 590 —
Total revenue bonds payable................... $ 33,251 $ — $ (2,851) $ 30,400 $ 2,885
Infrastructure Bank bonds payable............ $ 1981470 $ 563,830 $ (407,580) $ 2,137,720 $ 53,210
Unamortized discounts and premiums....... 86,627 (5,314) (3,536) 77,777 —
Deferred amount on refunding................... (16,552) (67,242) 4,069 (79,725) —
Total Infrastructure Bank bonds payable. § 2,051,545 $ 491274 $ (407,047) $ 2135772 § 53,210
Limited obligation bonds payable............... $ 6,460 $ — $ (1,280) $ 5180 $ 1,345
Unamortized discounts and premiums....... (25) — 6 (19) —
Total limited obligation bonds payable..... $ 6,435 $ — $ (1,274) $ 5,161 $ 1,345
Capital leases payable...........ccccceervernnene $ 242 % 166 $ (147) $ 261 $ 143
Compensated absences payable............... $ 214113 $§ 95076 § (98,436) $ 210,753 $ 109,978
National Guard Retirement System
net pension obligation payable................. $ 9,348 $ — $ (156) $ 9,192 % —
Judgments and contingencies payable...... $ 23532 $ 15,500 $ (2,414) $ 36,618 $ _
Arbitrage payable...........cccocoiiiiiiiiiiees $ 4276 $ 480 $ (2,899) $ 1,857 $ 329
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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 is responsible for liquidating the employee’s related compensated
absence liability. T he 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.

Amounts
Balances at Balances at Due Within
July 1, 2010 Increases Decreases June 30, 2011 One Year
Primary Government:
Business-type Activities
Policy claims..........ccoeiiiiiiiiiiieeiieeen $ 138,655 $ 20,299 $ (36,861) $ 122,093 $ 16,539
Advances from Federal government.......... $ 886,662 $ 115595 $ (35189) $ 967,068 $ 183,375
Notes payable..........c.cceoviveniriiineiineen, $ 227,494  $ 2119 $ (67,177) $ 162,436 $ 30,417
Unamortized discounts and premiums....... 72 — (5) 67 —
Deferred amount on refunding................... (8,287) — 1,214 (7,073) —
Total notes payable............cccvevevrennnee. $ 219279 $ 2,119 $ (65,968) $ 155,430 $ 30,417
General obligation bonds payable.............. $ 387,505 $§ 140,360 $ (44,145) $ 483,720 $ 26,450
Unamortized discounts and premiums....... 742 813 (72) 1,483 —
Deferred amount on refunding................... (783) — 80 (703) —
Total general obligation bonds payable... ~§ 387,464 $ 141,173 $ (44,137) $ 484,500 $ 26,450
Revenue bonds payable.............ccoceeeeiee $ 2,929,282 $§ 153,430 $ (975463) $ 2,107,249 $ 74,926
Unamortized discounts and premiums....... 21,616 14,875 (1,817) 34,674 —
Deferred amount on refunding.................. (34,732) (1,728) 1,903 (34,557) —
Total revenue bonds payable................... $ 2916166 $ 166,577 $ (975377) $ 2,107,366 $ 74,926
Capital leases payable...........ccccoecuvveeeennn. $ 106,468 $ 13,997 $ (16,096) $ 104,369 $ 5,323
Compensated absences payable............... $ 147557 $ 96,636 $  (92,504) $ 151,689 § 79,349
Arbitrage payable............ccccciiiiiine $ 1,858 $ — $ (1,819) $ 39 $ 39
Amounts
Balances at Balances at Due Within
January 1, 2010 Increases Decreases December 31, 2010 One Year
Major Component Units:
Public Service Authority
Policy claims.........coccoceiiiiiiniiicieeeeen $ 1,753 % 3548 $ (3,038) $ 2,263 $ 2,263
Revenue bonds payable...............cccoeeee $ 4635833 $1,236,568 $ (721,695) $ 5,150,706 $ 361,781
Unamortized discounts and premiums....... 127,791 25,554 (19,457) 133,888 —
Deferred amount on refunding (168,434) (22,954) 27,334 (164,054) —
Total revenue bonds payable................... $ 4595190 $1,239,168 $ (713,818) $ 5,120,540 $ 361,781
Capital leases payable............c.c.covneen $ 5599 § — $ (1,685) $ 3914  § 1,444
Compensated absences payable............... $ 18,035 $ 1,874  $ (1,384) $ 18,525  $ —
Connector 2000 Association, Inc.
Revenue bonds payable..............cccccceeneeee. $ 733,200 $ —_ $ —_ $ 733,200 $ 7,300
Unamortized discounts and premiums...... (414,185) 7,324 — (406,861) —
Total revenue bonds payable................... $ 319,015  $ 7324 % — $ 326,339 $ 7,300
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Amounts
Balances at Balances at Due Within
July 1, 2010 Increases Decreases June 30, 2011 One Year

State Ports Authority

Notes payable.........ccccoviiiiiiiiiiiiiiees $ 1,294 % — $ (345) $ 949 $ 345
Revenue bonds payable............c...cccocueeee. $ 97,955 $§ 170,000 $ (89,480) $ 178,475  $ 4,125
Unamortized discounts and premiums....... 556 2,595 (592) 2,559 —
Total revenue bonds payable................... $ 98,511 $ 172595 $ (90,072) $ 181,034 $ 4,125
Capital leases payable.............cccouveveennnns $ 17  $ — $ 6) $ 11 $ 7
Compensated absences payable............... $ 2,189 § 2,050 $ (1,891)  $ 2348  § 2,348

Lottery Commission
Compensated absences payable............... $ 706 $ 485  $ (545) $ 646 $ 551

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, 2011 included: BANS in the Higher Education Fund, a major
enterprise fund and commercial paper notes in the Public Service Authority. Short-term debt activity during the fiscal year
(expressed in thousands) was as follows:

Balances at Balances at
July 1, 2010 Increases Decreases June 30, 2011
Primary Government:
Business-type Activities
General obligation bond anticipation notes payable...... $ 30,000 $ 30,000 $ (30,0000 $ 30,000
Revenue bond anticipation notes payable..................... $ 51,100 $ 51,100 $ (68,700) $ 33,500
Balances at Balances at
January 1, 2010 Increases Decreases December 3, 2010
Major Component Unit:
Public Service Authority
Commercial Paper NOES...........ccovievrirereeeerieirreeenenenes $ 276,551 $ 143867 § (261,080) $ 159,338
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NOTE 14: FUND BALANCESIN GOVERNMENTAL FUNDS

Fund balance classifications in governmental funds represent levels of constraints on the use of the resources received
and reported in each fund. At June 30, 2011, the amounts constrained within the unrestricted fund balance in governmental
funds (expressed in thousands) were as follows:

Department of

Departmental Local Transportation State Nonm ajor Total
Program Government Special Tobacco Governmental Governmental
General Services Infrastructure Revenue Settlement Funds Funds
Non-spendable:
Interfund receivables.... $ 1,312 $ — $ 304,191 $ — $ — $ 9,825 $ 315,328
Inventories 19,559 2,381 — 3,313 — — 25,253
Prepaid items..........c.cccocoevenee. 30,643 3,036 — 5,781 — — 39,460
Long-termloans and
notes receivable 35,479 483 433,485 3,778 — 10,271 483,496
Endow ments — — — 771 — 12,890 13,661
Total Non-spendable 86,993 5,900 737,676 13,643 — 32,986 877,198
Restricted:
559 32,037 — — — 53,557 86,153
242 7,377 — — 22,804 — 30,423
Transportation............cccceee. — 6,574 — 10,000 — — 16,574
Capital Projects.........cccceuvenee. — 2,460 — — — — 2,460
Debt Service......cocovvvviirnenns — — 1,406,864 — — 72,611 1,479,475
Loan programs...... — — 396,641 — — 10,103 406,744
Waste management... — — — — — 163,768 163,768
[T 276 37,596 — — — 74,972 112,844
Total Restricted 1,077 86,044 1,803,505 10,000 22,804 375,011 2,298,441
Committed:
Capital reserve fund 107,683 — — — — — 107,683
Contingency reserve fund..... 71,001 — — — — — 71,001
Education...........cccceueevervirnnnns 231,754 — — — — — 231,754
142,946 — — — — — 142,946
28,701 89,985 — 36,612 — 623 155,921
Total Committed 582,085 89,985 — 36,612 — 623 709,305
Assigned:
Appropriations to be
carried forward .................. 70,597 — — — — — 70,597
Capital expenditures.............. 23,175 — — — — 98,976 122,151
Education.........ccccccveveiviveinnns 19,553 — — — — — 19,553
Health and Safety.................. 46,223 — — — — — 46,223
Local Infrastructure............... 30,488 — — — — — 30,488
Social Programs.... 131,406 — — — — — 131,406
28,177 — — — — 5,322 33,499
Total Assigned 349,619 — — — — 104,298 " 453,917
Total Unrestricted, unassigned 478,756 (1,356) (633,988) (321,035) — (43,723) (521,346)
Total Fund Balance.............. $ 1,498,530 $ 180,573 $ 1,907,193 $  (260,780) $ 22,804 $ 469,195 $ 3,817,515

The following subsections contain further descriptive information regarding the constraints of fund balance.

a. Non-spendable

This portion of fund balance is not available for appropriation because it is either in a form that cannot be spent or is
legally or contractually required to be maintained intact.
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b.

C.

Restricted

Education

The balance represents resources received from external parties or through enabling legislation which creates
resources and narrowly defines the use of the resources for the continuation and improvement of educational programs in
the State. The programs include formative education, higher education, and skills training for job creation.

Health

This is restricted resources for the continuation and enhancement of programs to improve the health and safety of the
citizens and visitors of the State of South Carolina. Programs promote environment, physical, and mental health of the
State, its resources, citizens, and travelers.

Transportation

Restricted resources for transportation are imposed by external parties or enabling legislation for use in the
maintenance and improvement highway systems and access to commercial markets through rail, air, and transoceanic.
Capital Projects

The balance represents resources received from external parties or through enabling legislation which requires the use
of the resources for the construction or acquisition and installation of a capitalizable asset. T he resources will be
expended over the life of the construction.

Debt Service

The balance represents resources received from external parties or through enabling legislation which requires the use
of the resources for the repayment of outstanding debt, including principal and interest.
Other

Other restricted fund balance includes resources restricted to individual programs undertaken by the agencies to
provide services and resources to the constituents of the State of South Carolina and visitors to it.

Committed

Capital Reserve Fund

The South Carolina Constitution requires that two percent of the general fund revenue of the latest completed fiscal
year be used to fund this reserve for future appropriations for capital acquisitions, retirement of capital improvement
bonds, or other nonrecurring purposes. This reserve is reduced to cover year-end operating deficits prior to withdrawal of
funds from the General Reserve Fund.

Contingency Reserve Fund

This reserve fund was created by State law requiring the accumulation of General Fund revenues in excess of general
appropriations. Any balance in this fund must be utilized to replenish any deficit of the General Reserve Fund below its
fully funded amount. U pon determination by the Comptroller General of the amount deposited to this reserve,
notification is provided to the Board of Economic Advisors for determination of the amount available for appropriation by
the State’s legislative process.

Education

This portion of fund balance has been committed through various sections of the State’s Code of Law which stipulate
the utilization of resources for the continuation and improvement of educational programs in the State. The programs
include formative education, higher education, and skills training for job creation.

Health

This represents the portion of the fund balance, which has been committed through various sections of the State’s
Code of Law, for purposes of promoting and safeguarding the health of the citizens and visitors of the State. The
programs include enforcement of regulations, access to services, and education in the risks faced by the citizens of the
State.

Other

The remaining committed fund balance is constrained through enabling legislation for programs within the
established missions of the agencies in its directives for service to the citizens of the State of South Carolina.
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d.

e.

Assigned

Appropriations to be Carried Forward

The General Fund does not use encumbrance accounting. Appropriations to be carried forward are used if the
General Assembly has authorized the carry-forward of General Fund appropriations to the next fiscal year.

Capital Expenditures

Amounts identified and budgeted for capital projects under construction in the State’s Capital Projects Fund, a
nonmajor governmental fund, or for acquisition of capital assets are reported as assigned fund balance.

Education

Amounts reported in this category arise from programmatic requirements for use in educational purposes. T he
assignment may be by contract with other state agencies or through budgetary action of the legislation in the form of a
proviso.

Health and Safety

The fund balance reported in this category arises primarily from contracts between state agencies for services
provided in connection with public health and the safety of the citizens and visitors to the State.

Local Infrastructure

The fund balance reported in this category arises primarily from budgetary proviso actions which provide a certain
level of funding to local governments for improvements in infrastructure to ensure the health and welfare of its citizens
and visitors.

Social Programs

Amounts reported in this category primarily arise through contractual agreements between state agencies that
cooperate in the provision of social programs to the citizens of the State.

Other

The remaining balance in the assigned fund balance classification is created through budgetary proviso actions and
agency contractual obligations between parties within the reporting entity relating to a variety of other services provided
to the citizens of the State and its visitors.

Unrestricted, unassigned

Included in the unrestricted, unassigned fund balance classification is the 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 for the June 30, 2011 fiscal year if 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, 2011, the Reserve was $166.325 million, which was the required fully funded amount.

130



State of South Carolina

NOTE 15: INTERFUND BALANCESAND TRANSFERS

The following tables summarize interfund balances at June 30, 2011 (expressed in thousands):

Funds Due From Due To

General

Departmental Program Services... $ 52,163 $ 12,253
Local Government Infrastructure.............ccccceeeennnnn. — 9,031
Department of Transportation Special Revenue....... — 5,932
Nonmajor governmental funds............cccvveeeeeinnnns 513 1,807
Higher Education..............ccccooiiiii e, — 3,070
Unemployment Compensation................cccccocceeene 5,086 —
Nonmajor enterprise funds...........cccceeeiiiiiiiieennnnns 1,080 —
Internal ServiCe.........ooooiuviiiiiiiiiieee e 106 4,452
FidUCIary..ccoo oo — 33,341
58,948 69,886
Departmental Program Services
GENEIAL...ccciiiiiieeee et 12,253 52,163
Department of Transportation Special Revenue....... 54 —
Nonmajor governmental funds... 50 4
Higher Education.................... — 10,900
Housing AUthority............coooiiiiiiiiiee s 236 —
Nonmajor enterprise funds............cccccceiiiinnnnnn. 6 5
Internal ServiCe..........coovviviiiiiiiiiiiiiiiiiiiiiieeeeeeeeeee 14 2,371
FidUCIANY ... — 8,371
12,613 73,814
Local Government Infrastructure
GENETAL .. 9,031 —
Department of Transportation Special Revenue....... 8,191 —
Internal SErviCe..........coovvviiiiiiiiiiiiiiiiiiiiiieieeeeeee — 15
FidUCIaNY .o — 15
17,222 30
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Funds Due From Due To
Department of Transportation Special Revenue Fund
(7= 01T - | SR 5,932 —
Departmental Program Services............cccccvcvvrneenne. — 54
Local Government Infrastructure............................. — 8,191
Nonmajor governmental funds............c.cccoeervirneenne. — 11
Higher Education..............ccooveiiiiiiiniiiec e 2 —
Internal ServiCe..........ccoovviiieieiniiiese e 29 156
FiduCiary.........oooeiiii e — 11,737
5,963 20,149
Nonmajor Governmental Funds
GENEIAL..ccici e 1,807 513
Departmental Program Services............ccccoovrnenne. 4 50
Department of Transportation Special Revenue....... 11 —
Nonmajor governmental funds...........ccccocccvvereennnns 2 2
Higher Education...........ccccoociriiieenicniceecsec s 223 33,475
Housing Authority...........ccooiiiiiii e — 221
Nonmajor enterprise funds...........cccceveveenennicnneene. 15 —
INternal SErVICE.........uuviiiiiciieiee e 1,944 269
Fiduciary — 64
4,006 34,594
Higher Education
(7= 01 - | S 3,070 —
Departmental Program Services 10,900 —
Department of Transportation Special Revenue....... — 2
Nonmajor governmental funds... 33,475 223
Hospital Authority............ccoooiiiiiiee — 11,977
Nonmajor enterprise funds............c..ccceiiiiiininnen. 2 19,002
Internal ServiCe...........cccooviiiiniiiiiie e 103 259
FidUuCIary........coooueiiiie e — 7,020
47,550 38,483
Unemployment Compensation Benefits
(12T 1= = | R — 5,086
— 5,086
Housing Authority
Departmental Program Services............ccccovcvvrueenne. — 236
Nonmajor governmental funds...............cccceoeinene 221 —
Internal Service..........ccooviiiiiiniiiiiccc e — 33
221 269
Medical University Hospital Authority
Higher Education.............cccooiiiiiiiiiiiiceee 11,977 —
Nonmajor enterprise funds..........ccccoeevviiiiniecinnneen. 801 —
12,778 —
Nonmajor Enterprise Funds
(12T 1= = | R — 1,080
Departmental Program Services...........c.ccccceeenneenn. 5 6
Nonmajor governmental funds...............cccccovineenn — 15
Higher EUcation............cccooviiieiiiecincee e 19,002 2
Hospital Authority — 801
Internal service.... — 6
FIdUCIANY....ce e — 93
19,007 2,003
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Funds Due From Due To
Internal Service
[CT=1 01T = IR $ 4,452 $ 106
Departmental Program Services..........ccccceevvicuvenees 2,371 14
Local Government Infrastructure..............ccccceeineeeen. 15 —
Department of Transportation Special Revenue....... 156 29
Nonmajor governmental funds............ccccceeeriiiinnnes 269 1,944
Higher Education............cccoovviiiciiienieene e 259 103
Housing AUthOTitY..........cooviiiiiiiiiiiccce e 33 —
Nonmajor enterprise funds..........cccceeiiiieiiniincennnns 6 —
Internal ServiCe..........ccoveiiiieiiiiiie e 520 520
FIdUCIAIY. ..o 39,294 1,288
47,375 4,004
Fiduciary
GENETAL...eeeiiee e 33,341 —
Departmental Program Services..........ccccccevvvennenne 8,371 —
Local Government Infrastructure..............cccceeeneeeen. 15 —
Department of Transportation Special Revenue....... 11,737 —
Nonmajor governmental funds...............cc.coe... 64 —
Higher Education.................... 7,020 —
Nonmajor enterprise funds...........cccceeiriiieiniiicennnns 93 —
Internal SErviCe. ... 1,288 39,294
FIdUCIAIY. ..o 43,430 43,430
105,359 82,724
TOtAIS. e $ 331,042 $ 331,042

Amounts due from/to funds resulting 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 are summarized (expressed in thousands):

Receivables
Interfund Interfund Long-term
Funds Receivables Payables Portion
General
Departmental Program Services........c.cccooecuveeeeennn. $ 335 $ — $ 226
Nonmajor governmental funds.............ccccceverieennene 30 559 10
Higher Education............cccoceiiiiiiiiiiieceeeee 1,742 — 854
Nonmaijor enterprise funds...........ccccceeiieieiiiieenninenn. — 700 —
Internal SErviCe.........oooiiiviiiiie e 885 — 222
2,992 1,259 1,312
Departmental Program Services
GENEIAL ..ot — 335 —
Nonmajor enterprise funds...........cccccevviiieiiiecennneen. 5 — —
5 335 —
Local Government Infrastructure
Department of Transportation Special Revenue....... 326,770 — 304,191
Department of Transportation Special Revenue Fund
Local Government Infrastructure................ccccuvveeee... — 326,770 —
Nonmajor Governmental Funds
GENEIAL ..o 559 30 315
Higher Education.............cccccooiiiiiii e, 1,194 — 800
Nonmaijor enterprise funds...........ccccceviieeeiiiieennneen. 8,832 — 8,710
Internal SErviCe..........ooiciviiiiie e — 13,780 —
10,585 13,810 9,825
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Receivables
Interfund Interfund Long-term
Funds Receivables Payables Portion
Higher Education
[C7=T g1 = $ — $ 1,742 $ —
Nonmajor governmental funds.............ccccceevieeennne. — 1,194 —
— 2,936 —
Medical University Hospital Authority
Nonmaijor enterprise funds...........ccccooieieiiiinennnen. — 2,123 —
Nonmaijor Enterprise Funds
[C7=T 0T S 700 — —_
Departmental Program Services. — 5 —
Nonmajor governmental funds............ccccceeviiieeennnnn. — 8,832 —
Hospital AUthOrity.........coooiiii s 2,123 — 2,123
Internal SErViCe.........coueiiiiiciiiieee e — 5,790 —
2,823 14,627 2,123
Internal Service
GENETAL ...t — 885 —
Nonmajor governmental funds................ccccooeeiie 13,780 — 12,085
Nonmaijor enterprise funds...........ccccceviieeeniiieenineen. 5,790 — 5,790
19,570 885 17,875
TOLAIS . .ee it $ 362,745 $ 362,745 $ 335,326

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

$326.770 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.

$13.780 million owed by the nonmajor governmental funds to the internal service funds. T he nonmajor
governmental funds borrowed the money to purchase and renovate new headquarters facilities for the State
Department of Public Safety.

$8.832 million owed by the nonmajor enterprise funds to the nonmajor governmental funds. This amount includes
funds borrowed by the Patriots Point Development Authority for the purpose of funding repairs to the destroyer USS
Laffey and funds borrowed under a loan program for energy conservation improvements administered by the Office
of Energy in the Budget and Control Board.

$5.790 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.

Excluded from the preceding interfund receivables and payables because of elimination in the government-wide
presentation are internal leasing arrangements between the Medical University of South Carolina, an institution in the Higher
Education Fund, and its blended component units, nonmajor enterprise funds. The following details the eliminations and the
resulting interfund payables balance (expressed in thousands):

Presentation
Government-
Fund Eliminations wide
Higher Education Fund
Other current liabilities $ 14,181 $ (32190 $ 10,962
Interfund payables 28,723 (25,787) 2,936

$ 42,904 $ (29,006) $ 13,898

Nonmajor Enterprise Funds

Restricted asset: other, current $ 3,664 $ (3219) $ 445
Restricted asset: other, long-term 25,937 (25,787) 150
$ 29,601 $ (29,006) $ 595
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The following table summarizes interfund transfers during the fiscal year ended June 30, 2011 (expressed in thousands):

Funds Transfers In Transfers Out
General Fund
Departmental Program Services.............cccocuveeenne. $ 35,308 $ 95,931
Local Government Infrastructure............................. 7,100 7,940
Department of Transportation Special Revenue....... 10,062 57
State Tobacco Settlement............ccccooieiiiiiinenen. 500 —
Nonmajor governmental funds.............cccocoeeviiennnne 54,519 55,737
Higher Education.............ccccueeeieiieeiie e 2,080 532,135
Unemployment Compensation Benefits................... 200 —
Nonmajor enterprise funds..............cccooeeiiiiiinieenn. 2,717 200
Internal SErVICE. ........cvveiiiiiiiiiieee e 8,283 2,267
120,769 694,267
Departmental Program Services
[C1=1 01T = I 95,931 35,308
Local Government Infrastructure................ccccveeee... 590 —
Nonmajor governmental funds.............cccceevieeeennn. 5,386 3,411
Higher Education...............cccoooiiiiiiii, 10,826 500
Housing Authority...........cccooiiiiiiiiii 472 —
Nonmajor enterprise funds...........ccccoeeeiiiiiniiieenns 710 —
Internal service 3,019 372
116,934 39,591
Local Government Infrastructure
(1= [=T = | R 7,940 7,100
Departmental Program Services — 590
Department of Transportation Special Revenue....... — 1,000
7,940 8,690
Department of Transportation Special Revenue Fund
GENETAlL..cceieieieeeeeeeeeeeeeee 57 10,062
Local Government Infrastructure................ccccvvveee... 1,000 —
1,057 10,062
State Tobacco Settlement
(1= 01T - | SRR — 500
— 500
Nonmajor Governmental Funds
[CT=T 01T S 55,737 54,519
Departmental Program Services............ccccocueeennne. 3,411 5,386
Nonmajor governmental funds..............ccccoeeeienine 5,077 5,077
Higher Education............cccoceiiiiieiiieec e — 30,772
Housing Authority..........cccooiiiiiii — 400
Nonmajor enterprise funds...........cccoeeeeriiieniciiienns 85 —
Internal SErviCe. ........oeeviiiiiiiiieee e — 513
64,310 96,667
Higher Education
[CT=T a1 | PSP 532,135 2,080
Departmental Program Services........c.cccooccuveeeeeennn. 500 10,826
Nonmajor governmental funds.............cccocoeeriiennenne 30,772 —
Nonmajor enterprise funds............ccccoeverveiievieecneennns 51,608 1,391
Internal Service..........coveiiiiiiiiiiiii e — 23
615,015 14,320
Unemployment Compensation Benefits
GENEIAL ...t — 200
— 200
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Funds Transfers In Transfers Out
Housing Authority
Departmental Program Services............ccccceceeeennee. $ — $ 472
Nonmajor governmental funds.............cccocoeeviienenne 400 —
Internal SErviCe.........cccooviiiiiiiiiie e — 2
400 474
Nonmajor Enterprise Funds
GENEIAL...ueiiiie et 200 2,717
Departmental Program Services...........cccccovcuveeenne. — 710
Nonmajor governmental funds.................ccccoeee — 85
Higher Education............cccoceiiiiiiiiiiiec e 1,391 51,608
1,591 55,120
Internal Service
GENETAL...cciiiiiiiiiie e 2,267 8,283
Departmental Program Services............ccccceceeeennee. 372 3,019
Nonmajor governmental funds.............cccocoeevinennene 513 —
Higher Education....................... 23 —
Housing Authority... 2 —
Internal SErVICE. ........cvveeiiiiiiiiieee e 338 338
3,515 11,640
TotalS. ..o $ 931,530 $ 931,530

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. During the
fiscal year ended June 30, 2011, transfers included $7.000 million of tax revenues from the Department of Motor Vehicle’s
operating funds, reported as part of the General Fund, to Clemson University, an institution in the Higher Education Fund, for
the Drive Train Test Facility and $10.000 million from the Department of Transportation Special Revenue Fund, a major
governmental fund, to the General Fund.

NOTE 16: PROPRIETARY FUND REVENUES-ALLOWANCESAND 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, 2011, scholarship allowances reduced the following revenues of the Higher Education
Fund by the indicated amounts (expressed in thousands):

Scholarship

Allowances

Charges for Services.........oococveriiiiiiiiieee e $ 590,820
Operating revenues pledged for revenue bonds...... 26,755
QLo 1 = PN $ 617,575

For the fiscal year ended June 30, 2011, the State’s enterprise funds presented $1.321 billion included in net charges for
services after provisions for contractual and other adjustments in the amount of $1.825 billion and uncollectible accounts in
the amount of $102.745 million.
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NOTE 17: DONOR-RESTRICTED ENDOWMENTSAND 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 contributions.

At June 30, 2011, $18.095 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, $107 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 Prudent 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 that the authorized expenditure be limited to the uses, benefits, purposes,
and duration 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 and institutions that
recorded investment income in donor-restricted endowments during the fiscal year ended June 30, 2011, the predominant
policy was to authorize the spending of 4.0% to 5.0% 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. T he 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, 2011, 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, (b) Mortgage
Revenue, (c¢) Homeownership Bond and (d) Revenue Reserve. 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, 2011, are presented on the following pages:
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CONDENSED STATEMENT OF NET ASSETS

Single Mortgage Homeownership Revenue
Family Revenue Bond Reserve
Assets
Current restricted assets.................... $ 33,017 $ 84,319 $ 53,255 $ 32,103
Other current assets...........cccoceenene 36 370 60 112
Noncurrent restricted assets.............. 160,584 521,930 126,882 7,328
Other noncurrent assets.................... 601 4,346 1,114 —
Total assets........cccccceeveeeeceeeeennenn. 194,238 610,965 181,311 39,543
Liabilities
Current liabilities payable from
restricted assets.........cccocceieiiiens 2,359 35,246 6,391 —
Other current liabilities....................... 39 278 1,077 141
Noncurrent liabilities.......................... 88,870 503,169 172,924 —
Total liabilities...........ccoocveverieeeennee. 91,268 538,693 180,392 141
Net assets
Restricted and expendable for:
Debt service.......cccoveveiiiiiiiieeee 2,309 29,454 _ _
Bond reserves 3,209 5,760 — —
Special programs...........cccceeveverenens 97,452 37,058 919 39,402
Total Net assets........ocoevvvvririenciiicnn, $ 102,970  $ 72,272 $ 919 $ 39,402
CONDENSED STATEMENT OF REVENUES,
EXPENSES, AND CHANGES IN NET ASSETS
Single Mortgage Homeownership Revenue
Family Revenue Bond Reserve
Operating revenues:
Pledged revenues:
Interest oN 10aNS........c.ceeveeeeeeeiiieieeeeeens $ 7,423 34,689 $ — $ 968
Income on deposit 967 2,370 3,938 (12)
Other revenues:
Administrative fees and other................... 49 485 37 12
Total operating revenues 8,439 37,544 3,975 968
Operating expenses:
Bond issuance cost amortization................ 35 393 39 —
Other operating expenses.............. 5,000 31,801 4,198 117
Total operating expenses 5,035 32,194 4,237 117
Operating income...........cccccceeviiincnnne 3,404 5,350 (262) 851
Transfers:
Transfers in........ccooieeeee 771 — 765 —
Transfers out...........c.cocooniiiiis — (771) — —
Increase in net assets...........cccceeeeeene 4,175 4,579 503 851
Beginning net assets..........cccociiiiiieiiin, 98,795 67,693 416 38,551
Ending net assetsS........ccoceeeeeiiiiiiieneeeeee $ 102,970 72,272 $ 919 $ 39,402
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CONDENSED STATEMENT OF CASH FLOWS

Single Mortgage Homeownership Revenue
Family Revenue Bond Reserve
Net cash provided (used) by:

Operating activities...........ccocoeeeeriiieiiiieeenne $ 19,228 $ 87,323 $ 1,168 $ 25,240
Noncapital financing activities................... (17,816) (103,428) 53,913 (36)
Investing activities...........cocoevcieiiiiicnnene (23,542) (13,052) (123,423) 9,505
Net increase (decrease) (22,130) (29,157) (68,342) 34,709
Beginning cash and cash equivalents............ 25,020 79,611 121,118 (3,143)
Ending cash and cash equivalents............ $ 2,890 $ 50,454 $ 52,776 $ 31,566

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

The Public Service Authority (the Authority), a major discretely presented component unit, along with five unrelated
publicly owned electric utilities own a wholesale power marketing joint venture called The Energy Authority (TEA). The
Authority engages in gas hedging activities through TEA to reduce the cost of fuel inventories. The Authority now has a
22.0% 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 an agreement.

During its fiscal year ended December 31, 2010, the Authority received distributions of $12.006 million from TEA and
recognized $13.074 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 $70.900 million to support TEA’s activities.

At December 31, 2010, the Authority had a payable to TEA of $29.100 million for power and gas purchases. In
addition, the Authority had a receivable due from TEA of approximately $5.200 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
www.teainc.org

b. Joint Operation

The Summer Nuclear Station is ajoint 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 $529.400 million,
accumulated depreciation of $306.800 million, and expenses of $71.900 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.
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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
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 $166.200 million (adjusted to market) at December 31, 2010, along with future deposits into both the
external and internal decommissioning accounts and investment earnings, are estimated to provide sufficient funds for the
Authority’s share of the estimated decommissioning costs.

On May 22, 2008, the Authority and SCE&G entered into an agreement for the design and construction of two
1,100 megawatt nuclear generating units at the existing Summer Nuclear Station site. The Authority’s Board of Directors
approved spending up to $1.900 billion on this project through December 31, 2011.

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, 2011, the Educational Television Endowment of South Carolina, Inc., disbursed
$5.287 million on behalf of the Program Services 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 Medical University of South Carolina Foundation; the Medical University of South Carolina
Foundation for Research Development; the Coastal Educational Foundation, Inc.; the Coastal Carolina University Student
Housing Foundation; Coastal Carolina Booster/Athletic Foundation; the Horry County Higher Education Commission; the
College of Charleston Foundation; the Cougar Club; 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; South Carolina State Real Estate 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 Community College Foundation; Tri-County Technical College Foundation;
Trident Technical College Foundation; and York Technical College Foundation. During the fiscal year ended June 30, 2011,
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—$113.875 million;
donations of cash and other assets from foundations—$163.155 million; expenditures paid to foundations—$6.327 million; and
reimbursements to the State for expenses/expenditures the State incurred on behalf of foundations—$4.176 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, 2011, the enterprise fund entered into various transactions with SLC. Approximate amounts within the enterprise
fund that represent these transactions include: accounts receivable from SLC-$128.120 million; program revenue from
SLC-$6.436 million; reimbursements to SLC for administrative costs—$3.085 million; and payable to SLC-$15.261 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 $18.514 million during the Authority’s fiscal year ended December 31, 2010.

During the fiscal year ended June 30, 2002, the State Ports Authority resolved to contribute a total of $45.0 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 $1.0 million during the fiscal year ended June 30, 2011.

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 n onmajor governmental fund. The
Commission transferred $262.270 million during the fiscal year ended June 30, 2011; the Commission owed an additional
$34.755 million to the Fund at June 30, 2011.
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b. Concentrations of Customer 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 customer credit risk.

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, 2010, were as follows (expressed in thousands):

% of Total
Sales
Customer Revenue Revenue
Central Electric Power Cooperative, Inc...... $1,096,000 58%
Alumax of South Carolina, Inc..................... 176,000 9%

No other customer accounted for more than 10% of the Authority’s sales.

State Ports Authority

During the fiscal year ended June 30, 2011, of the State Ports Authority’s total revenues, three customers accounted for
approximately 13%, 13%, and 10% each. 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 $205.687 million and Due to Primary Government was $206.410 million, a difference
of $723 thousand. This situation occurred because the Public Service Authority and the Connector 2000 Association, Inc.
report using a fiscal year ending December 31. At June 30, 2011, the Public Service Authority owed the General Fund its
semi-annual payment of $9.719 million in lieu of taxes, which is reported as Due from Component Units. At
December 31, 2010, the Connector 2000 Association, Inc. owed the Department of Transportation Special Revenue Fund
$10.442 million for maintenance costs, which is reported as Due to Primary Government.

NOTE 22: CONTINGENCIESAND COMMITMENTS

a. Litigation

Primary Government

Among the unresolved legal actions in which the State was involved at June 30, 2011, are six cases that challenge the
legality of certain taxes. In the event of unfavorable outcomes for these cases, the State estimates the potential loss of
$301.846 million. Although State losses in these cases could reduce future revenues, the preceding estimates do not include
any impact on future revenues or future accruals of interest on disputed refunds.

The South Carolina Retirement Systems (the Systems) is involved in a putative class action lawsuit involving legislation
(Act No. 153, 2005 S.C. Acts and Joint Resolutions) requiring that employees who return to work after retirement (including
employees participating in the Teacher and Employee Retention Incentive [TERI] Program) resume making contributions
into the retirement system. The action was filed in federal court in August, 2010 alleging the provisions of Act 153 are
unconstitutional and illegal. The plaintiffs all retired after Act 153 was enacted and thus were on notice that they would pay
retirement contributions if they chose to return to work. As of June 30, 2011, the Systems had collected approximately
$91.000 million in the form of retirement contributions from members who are retired and returned to work on or after
July 1, 2005. The Systems and the State believe their defense is meritorious and intend to vigorously contest this claim.

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 these matters, the
State’s estimated liability would be approximately $130.100 million. While the State is uncertain as to the ultimate outcome
of any of the individual lawsuits, it believes its positions are meritorious and it is vigorously defending its position in each
case.

141



State of South Carolina

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
appealed to the Supreme Court and the case was argued in June 2008. The Court has not yet issued an Opinion. In a second
unrelated case, the plaintiffs allege that a State Dentistry 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 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.

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 has entered into a
settlement agreement with the plaintiffs, which involves mediation of the claims and a non-jury hearing regarding those
claims which cannot be resolved through mediation. Pursuant to this agreement, the claims of five landowners have been
resolved with the Authority paying $15.600 million for those claims. T he claims of seven landowners were tried in
July 2009. The court entered a judgment in the amount of $55.000 million plus prejudgment interest at eight percent
compounded annually. The Authority paid the judgment amount, approximately $206.000 million including interest. All
remaining issues in the District Court action are expected to be resolved in 2011. 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. The Authority will seek recovery from the Corps with regard to payment of these claims. No estimate of
potential loss to the Authority can be made at this time.

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.

The Authority issued asset-backed term bonds in 2001, which were defeased on June 26, 2008, in part by issuing
asset-backed refunding bonds. The payment of such refunding 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.
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c. Federal Grants

The State receives significant federal grant and entitlement revenues. C ompliance audits of federal programs may
identify disallowed expenditures. D isallowances by federal program officials as aresult 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. B ased on an analysis of historical data, the State believes that any disallowances without an
established agreement of reimbursement terms relating to the fiscal year ended June 30, 2011, 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, 2011, these loans totaled $3.015 billion. The United States Department of Education reinsures 100.0% of losses
under these guarantees for loans made prior to October 1, 1993; 98.0% of losses for loans made between October 1, 1993 and
October 1, 1998; and 95.0% for loans made on or after October 1, 1998. If the loan default rate exceeds 5.0% 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, 2011, was 1.1%.

A nonmajor enterprise fund guarantees 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, 2010, the Public Service Authority, a major discretely presented component unit and electric utility
company, had outstanding minimum obligations under existing purchase contracts totaling $2.334 billion for coal. In
addition, minimum obligations under two purchased power contracts as of December 31, 2010, were approximately
$62.500 million with a remaining term of twenty-four years and $38.400 million with a term of four years. Also at
December 31, 2010, the Authority had commitments for nuclear fuel and nuclear fuel conversion contracts of
$221.000 million over the next thirteen years. The enrichment and fabrication component of these commitments from 2011
through 2013 totaling $21.000 million is contingent upon the operating requirements of the nuclear unit.

The Authority amended a service agreement in the approximate amount of $103.500 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 through 2024, but can be terminated at the end of 2015. Also, the Authority has entered into
network integration transmission service agreements totaling approximately $8.100 million annually through July 2023.

Major Discretely Presented Component Unit—Lottery Commission

At June 30, 2011, the Lottery Commission had remaining commitments of $49.761 million under service contracts
expiring in 2019. The contracts provide, among other things, services and equipment to operate the on-line lottery.

f. Commitments to Provide Grants and Other Financial Assistance

As of June 30, 2011, the following agencies had outstanding commitments for the identified programs:

e The South Carolina Transportation Infrastructure Bank, reported within the Local Government Infrastructure Fund
(a major governmental fund), has $904.927 million remaining on agreements with various counties to provide
financial assistance for highway and transportation facilities projects.

*  The Department of Commerce has $96.763 million to provide funds to local governmental entities including grants
for water and wastewater infrastructure projects, airport construction projects, and rural infrastructure projects. Of
the outstanding commitment, $34.341 million will be funded by federal grants and 62.422 million will be funded
with private aid.

*  The Budget and Control Board has $65.465 million to provide loans and grants for water and wastewater projects
and energy efficiency improvement projects. Federal grants will fund $23.936 million of this commitment.

* The Division of Aeronautics has $1.414 million for grants made to municipal and county airports for capital
improvements.

*  The State Board for Technical and Comprehensive Education has $10.411 million to provide training for new and
expanding business and industry in the State.

e The Department of Public Safety has $65.445 million for pass-through grants to various State agencies, local
governments, and not-for-profit entities, of which $65.017 million will be funded by federal grants.

e The South Carolina Law Enforcement Division has $58.144 million, all of which will be funded by federal grants.

*  The State Housing Finance and Development Authority has $25 thousand for special initiatives under the Program
Fund and $6.972 million from the Housing Trust Fund, reported within the nonmajor governmental funds, for
affordable housing projects and developments.
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g. Connector 2000 Association, Inc.—Going Concern

During its fiscal year ended December 31, 2001, the Connector 2000 A ssociation, 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. Debt service on the bonds increased sharply
beginning in January 2008 as principal began to mature. Through 2009, the shortfall was covered by withdrawals from the
Debt Service Reserve Accounts maintained by the Trustee under the indenture.

The Association has been unable to comply with the bond revenue covenant since January 2005. As of January 1, 2008
(after 36 consecutive months), the Association is in technical default under the bond indenture. The Association received its
first notice of default from the Trustee in January 2008. The bond documents provide the Trustee with certain specific
remedies in the event of such default.

In early 2008, the Association hired a special financial consultant to explore alternatives related to its existing capital
structure. Based on the findings of the financial analysis, the consultant advised the Association that any restructuring of its
obligations within the remaining term of the License Agreement with the South Carolina Department of Transportation
(SCDOT) would require a substantial reduction in the principal amount of the bond indenture and that restructuring the bonds
outside of bankruptcy would be extremely difficult.

The Association also hired an engineering consultant to perform an investment grade traffic and revenue study to inform
the concession or restructuring process. In response to the study’s findings, the Association requested and received approval
from SCDOT for a toll rate increase that was implemented in November 2009.

On June 12, 2009, SCDOT asserted that an Event of Default had occurred under Section 14.1(d) of the License
Agreement. The License Agreement permits SCDOT to terminate the License Agreement upon the occurrence of an Event
of Default. SCDOT did not terminate the agreement and agreed to give the Association at least 90 days prior written notice
of the effective date of any such termination. In consideration of the 90 day notice, the Association agreed to diligently
undertake efforts to restructure its indebtedness and to include in its proposed debt adjustment plan the funding of repairs and
replacements to the Southern Connector.

The Association presented three optional debt adjustment plans to the Senior Bond Trustee, the Subordinate Trustee,
SCDOT and certain bondholders owning a majority of outstanding principal of the 1998 S enior Bonds (the Restricted
Owners). All of these plans were rejected by one or all of the parties. On January 20, 2010, the Association’s Board of
Directors adopted a resolution authorizing the Association’s management, when management so deemed it appropriate, to
file a petition for bankruptcy protection under the United States Bankruptcy Code and to take related actions in connection
with the bankruptcy. On June 24, 2010, following the failure of negotiations for debt adjustment plans, the Association filed
its Chapter 9 bankruptcy petition in the U.S. Bankruptcy Court at the direction of its Executive Vice President and General
Manager.

GASB Statement No. 58, Accounting and Financial Reporting for Chapter 9 Bankruptcies (GASB 58) requires that
liabilities subject to adjustment in a Chapter 9 bankruptcy proceeding be frozen as of the date of the bankruptcy petition. As
of June 24, 2010, and through the effective date of the Association’s Plan, the Association’s liabilities subject to adjustment
in bankruptcy (the 1998 Bonds payable liabilities, all amounts owed to SCDOT and the excess collateral liability) were
frozen by the U.S. Bankruptcy Law. Accordingly, no additional amounts were accrued after June 24, 2010 pertaining to
these liabilities.

During the remainder of 2010 and during the pendency of the bankruptcy proceeding, the Association continued to
operate the Southern Connector as usual and paid its non-Bondholder and non-SCDOT creditors in the ordinary course of
business. As mentioned previously, payments were no longer made to the bondholders, although the 1998 Senior Bonds
Trustee, the Subordinate Bonds Trustee, their respective counsel and advisors were paid their fees and expenses from the toll
revenues collected. The Association continued its negotiations with the 1998 Senior Bonds Trustee, the Subordinate Bonds
Trustee, the Restricted Owners and SCDOT, and filed a First Amended Plan for Adjustment of Debts in November 2010.
That document, along with the Addendum to First Amended Plan for Adjustment of Debts filed in January 2011 and Debtor’s
Modification to the First Amended Plan for Adjustment of Debts filed in March 2011, form the Plan that was later confirmed
by the U.S. Bankruptcy Court on April 1, 2011 and became effective on April 21, 2011.

Full details of the plan are available on the Association’s website, www.SouthernConnector.com under the News &
Filings tab. The plan includes an amendment to the License Agreement between the Association and SCDOT under which
(1) SCDOT assumes the obligation of future highway maintenance, repair, renewal, and replacement and related costs and
(2) toll rates and future rate changes will be determined by independent traffic engineering studies. Under the Plan, Amended
and Restated Bonds (the “2011 Bonds”) were issued in exchange for the 1998 Bonds. The 2011 Bonds consist of Series
2011A Bonds and Series 2011B Bonds (exchanged for the 1998 Senior Bonds) and Series 2011C Bonds (exchanged for the
1998 Subordinate Bonds). These were issued in three series. In accordance with GASB 58, preliminary calculations indicate
that the Association will recognize an extraordinary gain from the adjustment of debts totaling approximately $186.5 million.
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h. Unemployment Compensation Benefits Fund—Liquidity

In recent years, the Unemployment Compensation Fund, a major enterprise fund, has generated substantial operating
losses and has been required to use all of its cash resources to fund its operations. Due to the increasing unemployment rate
and the resulting increased amount of unemployment benefits paid, and the increased length of time over which benefits are
paid, the Fund has been required to obtain additional advances from the Federal Unemployment Compensation Fund of
$115.595 resulting in a balance of $967.068 million as of June 30, 2011.

Revamped tax legislation, effective January 1, 2011, significantly increased tax assessment revenue for the Fund,
coupled with decreases in the number of individuals eligible for benefits, have enabled the Fund to operate without obtaining
additional advances from the Federal government since April of 2011. See Note 12, subsection i for further discussion of the
changes to the Unemployment Insurance (UI) tax structure.
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