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State of South Carolina

Office of Comptroller General

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

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

November 21, 2006

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

I am pleased to present to the citizens of South Carolina this Comprehensive Annual Financial
Report for the State of South Carolina for the fiscal year ended June 30, 2006. The report provides
financial information about the State’s operations during the year and describes its financial position at
the end of the year. For the convenience of users, we have divided the report into three sections as
follows:

® The Introductory Section, containing this letter of transmittal; the Certificate of
Achievement for Excellence in Financial Reporting that we recently received for
our report as of June 30, 2005; a list of State officials; and an organizational chart
of State government.

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

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

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

The State Auditor and Clifton Gunderson LLP, an independent certified public accounting
firm, jointly performed an independent audit of the State’s basic financial statements for the fiscal year
ended June 30, 2006. The auditors have issued an unqualified opinion, the most favorable outcome of
the audit process.

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

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

As shown in the organization chart on page 15, State government is divided into three separate
branches: legislative, executive, and judicial. The State’s citizens elect the legislative and executive
branch officials. The General Assembly elects certain members of the judicial branch, including the
Supreme Court. The principal State officials currently in office are listed on page 14.

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

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

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

STATE ECONOMY

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

Overall, South Carolina’s economy has improved following the recession of 2001, and is now
enjoying a healthy expansion. The State’s employment grew 1.4% in 2004 following employment
declines in 2001 and 2002, with virtually no change in 2003. For the twelve-month period
commencing in July 2005, total employment increased by 46,800 jobs, a gain of about 2.5 %. South
Carolina is currently creating jobs at the fastest pace since the late 1980’s.

Although manufacturing still plays a big role in the State’s economy, South Carolina’s
economic base has become more diversified since the 2001 recession. Employment in the State’s
manufacturing sector has been declining and now represents only about 14% of total employment
versus 17% in 2001. Non-durable goods manufacturing, primarily related to the textile and apparel
industry, has seen the greatest decline over the past five years. Accompanying these losses was growth
in the manufacturing of other goods, such as the production of transportation equipment, fabricated
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Per Capita Personal Income Growth
From 2001 to 2005
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South Carolina’s per capita income for 2005 increased to $28,212, or 4.2% over 2004. This
increase matched the national growth rate and exceeded the 4.0% growth rate of the southeastern
states. However, the State’s 2005 level of per capita income was ranked forty-fourth among the states,
representing only 82% of the national average and 91% of the southeastern region.

South Carolina’s population at July 1, 2005, was 4.255 million. The State’s rate of population
growth is presently the thirteenth fastest in the nation.

For the calendar year 2005, the South Carolina Department of Commerce reported
$2.660 billion in new capital investments that are expected to create about 12,370 new jobs. The
projected average wage for Commerce-assisted job creation was $39,283, up 13% from 2004, and
139% of the State’s per capita income. About 3,700 jobs were created in the State’s rural areas.
Manufacturing was the leading sector for investment (81%) and job creation (83%).

LONG-TERM FINANCIAL PLANNING

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

Principal financial challenges facing South Carolina, as well as other state governments,
include future spending increases for Medicaid, State retirement and health benefits (including post
employment benefits), and elementary and secondary education.

Other management practices include a five—year capital improvement plan, which requires that
first year funding be in place.

RELEVANT FINANCIAL POLICIES

The State’s legislature is required to adopt a balanced budget annually based on revenue
estimates provided by the State’s BEA. State law requires the BEA to meet at least quarterly to review
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revenue collections and to adjust its forecasts if necessary. If the BEA reduces revenue projections
significantly once the budget year begins, the State’s Budget and Control Board is responsible for
mandating spending cuts to keep the budget in balance. If the Board anticipates a year-end operating
deficit, the Board must first reduce amounts set-aside in the Annual Appropriations Act for the 2%
Capital Reserve. If the anticipated deficit is greater than the Reserve, then the Board must reduce
agency appropriations evenly across-the-board. The State also is required to maintain a 3% General
Reserve for eliminating a year-end operating deficit. If the State’s budgetary General Fund
experiences a year-end operating deficit after applying the actions described above, the Board is
required to meet and address the deficit within sixty days of August 31.

The State has adopted legislation that beginning July 1, 2006, the Comptroller General shall
suspend, to the extent necessary, any general or supplemental budgetary surplus appropriations, or
Capital Reserve appropriations, if the State’s GAAP-basis General Fund reports a negative unreserved
fund balance.

Because of conservative budgeting and better than expected revenue collections, the State’s
General Fund experienced a budgetary operating surplus and a positive GAAP unreserved fund
balance for the fiscal year ended June 30,2006. Therefore, no appropriation reductions were
necessary.

MAJOR INITIATIVES

Finance and Budgeting

The General Assembly has recently approved property tax relief that eliminates all school
operating taxes on owner-occupied homes, funded by a one-cent increase on the sales tax. Other
important legislation included in the 2006-2007 Appropriation Act (the Act) includes full funding of
both the Education Finance Act and the State’s rainy-day funds. The State’s LIFE, HOPE and
Palmetto Fellows Scholarship programs are also fully funded, providing tuition assistance for many of
the State’s higher education students.

The Act provides other tax relief by reducing the sales tax on food and creating a two-day
sales tax holiday statewide. The Act also included a 3% raise for State employees and funding for the
state employee and retiree health insurance program with no increase in premiums to subscribers or
changes in benefits.

Business and Economic Development

The General Assembly has approved several significant economic development incentives.
The South Carolina Economic Development Incentive Act and the South Carolina Retail Facilities
Revitalization Act will encourage business expansion in the State.

Education

Education continued to be a legislative priority this year. The General Assembly included a
provision in the Act establishing the South Carolina Child Development Education Pilot Program.
This program will provide quality developmental and learning support for at-risk children.

Energy Conservation

The General Assembly approved several laws intended to encourage consumers to conserve
energy, providing tax incentives for the production and use of alternative fuels and alternative fuel
vehicles.

AWARDS AND ACKNOWLEDGMENTS

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the State of South
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Carolina for its comprehensive annual financial report (CAFR) for the fiscal year ended June 30, 2005.
This was the eighteenth consecutive year that the State of South Carolina has achieved this prestigious
award. In order to be awarded a Certificate of Achievement, a government must publish an easily
readable and efficiently organized CAFR. The report must satisfy both generally accepted accounting
principles and applicable legal requirements.

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

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

Sincerely,

QA@Q%%
Richard Eckstrom
Comptroller General

11
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Principal State Officials

LEGISLATIVE—THE GENERAL ASSEMBLY

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

EXECUTIVE

STATE BUDGET AND CONTROL BOARD

Marshall (Mark) Clement Sanford, Jr., Chairman, Governor
Grady L. Patterson, Jr., State Treasurer

Richard Eckstrom, Comptroller General

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

Mark Hammond, Secretary of State

Henry McMaster, Attorney General

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

JUDICIAL
Jean H. Toal, Chief Justice, Supreme Court

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

Office of the State Auditor

Independent Auditor’s Report

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

Columbia, South Carolina

We have jointly audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the State of South Carolina (the State), as of and for the
year ended June 30, 2006, which collectively comprise the State’s basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the State’s management.
Our responsibility is to express opinions on these financial statements based on our audit. We did
not jointly audit the financial statements of certain component units and agencies of the State of
South Carolina, which represent the indicated percent of total assets and total revenues as presented
in the table below. Those financial statements were audited by other auditors whose reports have
been furnished to us, and our opinion, insofar as it related to the amounts included for those
component units and agencies, is based solely on the reports of the other auditors.

Percentage audited by
other auditors

Total Total
Assets Revenue
Government-wide
Governmental activities 66 19
Business-type activities 97 81
Component units 100 100
Fund Statements
Governmental Funds 23 9
Enterprise Funds 97 81
Internal Service Funds 78 91
Fiduciary Funds 98 100

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to the financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. The financial statements of the discretely presented
component units identified in Note 1(a) were not audited in accordance with Government Auditing
Standards, issued by the Comptroller General of the United States. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements.
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November 21, 2006
Page 2

An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit and the reports of other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred
to in paragraph one present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented component
units, each major fund, and the aggregate remaining fund information of the State of South Carolina
as of June 30, 2006, and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November
21, 2006 on our consideration of the State’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in assessing the results of our audit.

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

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

4%//‘”&””

Columbia, South Carolina timore, Maryland
November 21, 2006 ' November 21, 2006
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Management’s Discussion and Analysis

In this section of the State of South Carolina’s annual report, we provide a narrative overview and analysis of the State’s
financial performance for its accounting year (fiscal year) that ended June 30, 2006. Please read it together with (1) the
Comptroller’s Letter of Transmittal at the front of this report and (2) the financial statements, which follow this section.

Overview of the Financial Statements

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

Government-wide Financial Statements

The government-wide statements present a long-term view of the State’s finances as a whole, using accrual-basis
accounting—the same accounting methods that most businesses use. The basic government-wide financial statements are on
pages 34 through 39 of this report.

There are two government-wide financial statements:

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

Statement of activities: This statement presents information showing how the State’s overall net assets changed during
the year. The State reports a change in its net assets as soon as an underlying event occurs that would cause a change. The
statement of activities accounts for all current-year revenues and expenses, regardless of when the State received or paid
cash. Although governments compile the statement of activities using accounting methods similar to businesses, this
statement’s format is quite different from the format of a business’s income statement. The statement of activities can help to
show how much it costs the State to provide various services. It also can help to show the extent to which each government
function covers its own costs through user fees, charges, or grants. The net revenue (expense) column on the far right of this
statement (page 38) shows how much a particular function relies on taxes and other general revenues to finance its programs.

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

Governmental activities: Most of the State’s basic services are included here, such as general government, education,
health and environment, social services, administration of justice, and intergovernmental (State aid to local governmental
entities, including aid to the State’s public school system). Taxes (primarily income and sales taxes) and federal grants
finance most of these services.

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

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

Fund Financial Statements

The fund financial statements on pages 40 through 63 of this report provide detailed information about the State’s most
significant funds—not the State as a whole. Funds are accounting designations that the State uses to track specific funding
sources and spending for particular purposes. South Carolina, like other governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. The State reports three types of funds:

Governmental funds: The State reports most of its basic services in governmental funds. Governmental funds account
for activities that the State reports as governmental activities in its government-wide statements. These funds focus on short-
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term inflows and outflows of expendable resources. The balances remaining at the end of the year help determine whether a
fund has more or less financial resources available to spend in the near future. Because the governmental fund statements
lack the additional long-term focus of the government-wide statements, we provide a reconciliation that explains the
relationship (or differences) between the two kinds of statements. By comparing the two kinds of statements and examining
the reconciliation, you may better understand the long-term impact of the State’s near-term financing decisions.

The basic governmental fund statements are on pages 40 through 47 of this report.

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

The basic proprietary fund statements are on pages 48 through 61 of this report.

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

The basic fiduciary fund statements are on pages 62 and 63 of this report.

Component Unit Financial Statements

The Government-wide Financial Statements section on the preceding page lists the State’s major component units under
the Component units subheading. More detailed financial statements for these component units are on pages 64 through 67
of this report.

Notes to the Financial Statements

Immediately following the financial statements are notes that help explain some of the information in the financial
statements and provide more detailed data. The notes on pages 71 through 134 are necessary to fully understand the
financial statements.

Required Supplementary Information

This section includes certain required reporting information that supplements the basic financial statements. Included in
this section is a schedule that compares the State’s legally adopted General Fund budget with actual revenues collected and
expenditures paid for the year. Note 5 to the required supplementary information is a reconciliation that helps explain
differences between the changes in fund balance of certain funds when presented on the budgetary-basis and the changes in
fund balance of these funds when presented on the GAAP-basis as reported in the governmental fund statements. This
required supplementary information is on pages 136 through 141 of this report.

Government-wide Financial Analysis

Exhibits 1 and 2 summarize the State’s overall financial position and results of operations for the past two years based
on information included in the government-wide financial statements.
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Exhibit 1
State of South Carolina's Net Assets
As of June 30, 2006, with Restated Comparative Data as of June 30, 2005
(Expressed in Thousands)

Total
Percentage
Governmental Activities Business-type Activities Totals - Primary Government Change
2006 2005 2006 2005 2006 2005 2005-2006
Assets
Current and other assets.... ) 8,876,671 $ 7,632,230 $ 4876142 $ 4,565,513 $ 13,752,813 $ 12,197,743 12.7%
Capital assets 13,047,653 12,360,919 3,174,806 2,823,300 16,222,459 15,184,219 6.8%
Total assets 21,924,324 19,993,149 8,050,948 7,388,813 29,975,272 27,381,962 9.5%
Liabilities
Long-term liabilities 5,178,649 5,122,938 3,476,631 3,135,539 8,655,280 8,258,477 4.8%
Other liabilities.... 3,836,837 3,429,415 910,027 882,346 4,746,864 4,311,761 10.1%
Total liabilities 9,015,486 8,552,353 4,386,658 4,017,885 13,402,144 12,570,238 6.6%
Net Assets
Invested in capital assets, net of debt......... 9,371,744 8,877,813 1,973,060 1,778,072 11,344,804 10,655,885 6.5%
Restricted 3,089,781 2,735,158 1,248,472 1,232,819 4,338,253 3,967,977 9.3%
Unrestricted.... 447,313 (172,175) 442,758 360,037 890,071 187,862 373.8%
Total net assets 12,908,838 $ 11,440,796 $ 3,664,290 $ 3,370,928 $ 16,573,128 $ 14,811,724 11.9%

Net Assets

As we noted earlier, the comparison of net assets to liabilities may serve, over time, as a useful indicator of the State’s
financial strength. At the end of the 2005-2006 accounting year, the State’s net assets totaled $16.573 hillion.

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

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

Unrestricted net assets—resources available for future spending—reported a positive balance of $890.071 million at
June 30, 2006. This represents an improvement of $702.209 million over the prior year. The majority of this improvement
resulted from a $619.488 million increase in the net assets reported for the State’s governmental activities, which reported a
$447.313 million in unrestricted net assets for the current fiscal year versus a negative $172.175 million balance in the prior
year. This substantial improvement occurred primarily because of significant increases in fund balances for the State’s
General Fund and Departmental General Operating Fund, which are considered unrestricted for government-wide reporting.

The State’s business-type activities also reported a positive $442.758 million unrestricted net asset balance. This
resulted from net positive balances of $665.791 million associated with higher education and certain other business-type
activities. However, that positive balance was offset by a $223.033 million deficit related to the State-run medical
malpractice insurance program.
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Exhibit 2
State of South Carolina's Changes in Net Assets
For the Fiscal Year Ended June 30, 2006, with Restated Comparative Data for the Fiscal Year Ended June 30, 2005
(Expressed in Thousands)

Total
Percentage
Governmental Activities Business-type Activities Totals - Primary Government Change
2006 2005 2006 2005 2006 2005 2005-2006
Revenues
Program revenues:
Charges for services..... $ 2003181 $ 1816591 $ 3410800 $ 3,173,818 $ 5413981 $ 4,990,409 8.5%
Operating grants and contributions... 5,774,762 6,052,454 478,462 423,946 6,253,224 6,476,400 (3.4%)
Capital grants and contributions 621,512 650,384 74,224 55,166 695,736 705,550 (1.4%)
General revenues:
Individual income tax 3,156,028 2,762,538 — — 3,156,028 2,762,538 14.2%
Retail sales and use tax . 3,613,754 3,221,466 — — 3,613,754 3,221,466 12.2%
Other taxes........ccocereeeueens . 1,753,214 1,469,701 — — 1,753,214 1,469,701 19.3%
Unrestricted grants and contributions................ 18,664 26,391 — — 18,664 26,391 (29.3%)
Unrestricted investment income 69,438 32,628 — — 69,438 32,628 112.8%
Tobacco legal settlement. . 67,841 73,231 — — 67,841 73,231 (7.4%)
Other.......ccoovenenene. 67,012 71,090 — — 67,012 71,090 (5.7%)
Total revenues... 17,145,406 16,176,474 3,963,486 3,652,930 21,108,892 19,829,404 6.5%
Expenses
Governmental activities:
General goOVerNMENL.........covevereeriereeneesieseene 1,768,034 1,727,612 — — 1,768,034 1,727,612 2.3%
Education 1,402,446 1,280,791 —_ —_ 1,402,446 1,280,791 9.5%
Health and environment . 4,766,947 4,767,155 — — 4,766,947 4,767,155 (0.0%)
Social services.............. . 1,051,343 992,960 — — 1,051,343 992,960 5.9%
Administration of justice 683,180 629,185 — — 683,180 629,185 8.6%
Resources and economic development... 181,375 197,351 — — 181,375 197,351 (8.1%)
Transportation 905,050 664,125 —_ —_ 905,050 664,125 36.3%
Intergovernmental . 4,061,996 3,848,454 — — 4,061,996 3,848,454 5.5%
OtNEI ...t 72,247 67,705 — — 72,247 67,705 6.7%
Business-type activities:
Higher education — — 2,871,493 2,679,238 2,871,493 2,679,238 7.2%
Higher education institution support *........... — — 881,583 800,151 881,583 800,151 10.2%
Unemployment compensation benefits.............. — — 365,091 366,820 365,091 366,820 (0.5%)
Financing of housing facilities....... . — — 150,626 147,021 150,626 147,021 2.5%
Medical malpractice insurance. . — — 52,598 47,432 52,598 47,432 10.9%
Financing of student loans. — — 61,472 43,567 61,472 43,567 41.1%
Tuition prepayment program — — 38,849 26,653 38,849 26,653 45.8%
State maritime museum........ . — — 6,911 6,638 6,911 6,638 4.1%
Insurance claims processing — — 1,536 1,655 1,536 1,655 (7.2%)
— — 24,172 29,055 24,172 29,055 (16.8%)
Total eXPenses.......ccvevvirerierieineecenees 14,892,618 14,175,338 4,454,331 4,148,230 19,346,949 18,323,568 5.6%
Excess (deficiency) before
transfers and extraordinary
2,252,788 2,001,136 (490,845) (495,300) 1,761,943 1,505,836 17.0%
Extraordinary items — — (539) (556) (539) (556) 3.1%
Net transfers (784,746) (714,238) 784,746 714,238 — — N/A
Increase in net assets 1,468,042 1,286,898 293,362 218,382 1,761,404 1,505,280 17.0%
Net assets, beginning of year (restated)............ 11,440,796 10,153,898 3,370,928 3,152,546 14,811,724 13,306,444 11.3%
Net assets, end Of year. ..., $ 12,908,838 $ 11,440,796 $ 3664290 $ 3370928 $ 16,573,128 $ 14,811,724 11.9%

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

Changes in Net Assets

The State’s net assets increased $1.761 billion (11.9%) over the prior year’s net assets.

Governmental Activities

Net assets of the State’s governmental activities increased by $1.468 billion (12.8%) primarily due to increased
revenues. Governmental activities’ revenues are derived mostly from taxes; grants and contributions, including federal aid;
and charges for goods and services. Exhibit 3 illustrates the sources of revenues that support governmental activities.

Governmental activities’ expenses were mostly associated with services provided for health and environment,
intergovernmental, general government, education, and social services. Exhibit 4 compares the cost of these services with
their program revenues—revenues derived directly from the program itself or from parties outside the State’s taxpayers or
citizenry. The difference between the two represents the net cost of these services that taxes and other general revenues
financed. Intergovernmental expenses of $4.062 billion represent aid provided to local governments, including local school
districts; taxes and other general revenues entirely supported these expenses. This aid includes formula-based State revenue
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sharing, aid to local school districts for public education, and subsidies to reimburse counties for the State’s residential
property tax relief program. For the accounting year ended June 30, 2006, the State used $8.746 billion in tax and other
general revenues to finance the net cost of all services that the State’s governmental activities provided. Governmental
activities reported $784.746 million in net transfers to the State’s business-type activities, most of which represents support
provided to the State’s public colleges and universities.

The following paragraphs highlight the most significant changes in revenues, expenses, and net transfers for
governmental activities during the 2005-2006 accounting year:

e Charges for services grew by $186.590 million (10.3%) primarily because two of the State’s internal service funds, the
Employee Insurance Programs and the Insurance Reserve Fund, increased premiums to subscribers.

e Operating grants and contributions decreased $277.692 million (4.6%) because of a change in the mechanism for
funding disproportionate share for public hospitals. In prior years, that funding was provided through contributions
received from public hospitals. Beginning with fiscal year 2005-2006, the State began assessing a hospital provider tax
on all general hospitals in lieu of contributions, due to a change in Federal Medicaid requirements.

e Tax revenues increased $1.069 billion (14.4%) over last year. Individual income taxes were up 14.2%; sales taxes
increased 12.1%; and corporate income and other taxes grew by 19.3%, due to favorable economic conditions. In
addition, the hospital provider tax (discussed above) added $264.000 million in tax revenues during the year.

e  Unrestricted investment income was up $36.810 million (112.8%) due to increased cash balances and higher rates of
return on those balances.

e Transportation expenses rose $240.925 million (36.3%) because of an increase in highway construction and
maintenance projects.

Exhibit 3
Revenues Supporting Governmental Activities - By Source
For the Fiscal Year Ended June 30, 2006

Individual income tax
Restricted grants and 18%
contributions

38%

Sales and use tax
21%

Charges for Services
12% Other Other taxes

1% 10%
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Exhibit 4

Governmental Activities - Net Cost of Services
For the Fiscal Year Ended June 30, 2006
(In Millions)
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Business-type Activities

Net assets of the State’s business-type activities increased $293.362 million (8.7%).

Revenues from business-type activities included charges for services (86.1%) and grants and contributions (including
federal aid) (13.9%). Expenses from business-type activities were mostly to provide higher education services and support
(84.3%), unemployment compensation benefits (8.2%), and financing of housing facilities (3.4%).

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

The following paragraphs highlight the most significant changes in revenues, expenses, and net transfers for business-
type activities during the 2005-2006 accounting year:

e Charges for services increased $236.982 million (7.5%), primarily because of increases for higher education activities.
Revenues of State-supported colleges and universities increased because of higher tuition and student fees as well as
from increased enrollment. Higher education revenues also increased because of lottery-funded scholarships to in-State
students who met certain requirements.

e  Operating grants and contributions increased $54.516 million (12.9%). These were attributable to increased federal and
state student grants and research grants and contracts,

e Higher education and support expenses increased $273.687 million (7.9%). This increase resulted primarily from
increases in compensation and benefits; services and supplies; and utility costs due to rate increases and the construction
of new buildings. Other increases are the result of growth in both research and institutional programs.

Financial Analysis of the State’s Funds

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

Exhibit 5 shows the components of fund balance for the State’s various governmental funds as of June 30, 2006.

Exhibit 5
State of South Carolina's Governmental Fund Balances
(Expressed in Thousands)

Departmental Local Department of State Nonmajor Total
General Government Transportation Tobacco Governmental Governmental

General Fund Operating Infrastructure Special Revenue Settlement Funds Funds
Reserved........ccocovoeeveeiienieeenn $ 280,169 $ 16,911 $ 1,820,493 $ 13,503 $ — $ 176,476 $ 2,307,552
Unreserved, designated.............. 555,378 — — — — 322,336 877,714
Unreserved, undesignated. 278,298 514,282 (386,935) (64,369) 495,365 537,745 1,374,386
TotalS oo $ 1,113,845 $ 531,193 $ 1,433,558 $ (50,866) $ 495,365 $ 1,036,557 $ 4,559,652
Change from prior year......... $ 625746 $ 41,053  $ (56,982) $ (107,662)  $ 4,724 $ 213,137 $ 720,016
Percentage change.............. 128.2% 8.4% (3.8%) (189.6%) 1.0% 25.9% 18.8%

At June 30, 20086, total ending fund balance for the State’s governmental funds was $4.560 billion, which represents an
increase of $720.016 million (18.8%) from the prior year. Approximately half of this total (49.4%) makes up the unreserved
fund balance—the amount available for spending in the coming year. The remaining fund balance is reserved and is not
available for future appropriation because it is accessible only for specific purposes. The following paragraphs discuss the
major governmental funds that had significant changes in fund balance:

The General Fund is one of two large State operating funds. This fund includes resources that pay for the services that
the State traditionally has provided to its citizens. These resources, such as taxes, are accounted for in the General Fund
unless State law requires them to be accounted for in another fund. During the 2005-2006 accounting year, the total fund
balance of the General Fund increased $625.746 million (128.2%) over last year. The increase was due to a combination of
favorable economic conditions and conservative budgeting. Improvement in the national economy favorably affected the
State’s economy in the form of job growth, corporate profits, and increased consumer spending. Individual income taxes
increased $361.410 million (13.1%); sales and use taxes increased $192.296 million (8.2%); and corporate and other taxes
increased $93.141 million (11.9%). In addition, interest earnings increased $35.170 million (127.4%) due to increased cash
balances and higher interest rates. Overall, revenues were $616.706 million (9.2%) greater than the previous year.
Expenditures grew at a lesser pace primarily because conservative budget estimates limited the amount of authorized
spending during the year. As a result, total expenditures increased by only $377.487 million (7.0%) over the prior year. The
most significant expenditure increases were attributable to education, up $31.038 million (12.5%), and administration of
justice, up $52.036 million (11.3%). Operating transfers out of the General Fund increased $122.374 million (15.5%). This
increase was attributable in part to legislation that distributed increased tax revenues to certain State agencies.

The Department of Transportation (DOT) Special Revenue Fund accounts for various gasoline taxes, fees, fines, and
federal grant resources. The DOT uses these resources to pay for its general operations, which include maintenance,
regulation, and construction of public highways and bridges. Fund balance decreased $107.662 million during 2005-2006
resulting in a negative total fund balance of $50.866 million at the end of the fiscal year. This occurred primarily because of
long-term commitments by DOT to provide funding for highway construction projects administered by the State
Infrastructure Bank (included within the Local Government Infrastructure Fund which is presented with the other major
governmental funds in the basic financial statements). These commitments are recorded as interfund payables by the DOT
Special Revenue Fund and as interfund receivables by the Local Government Infrastructure Fund. The commitments will be
discharged (i.e., reduced) as DOT provides construction services to the Bank.

Proprietary Funds

Exhibit 6 shows the components of net assets for the State’s various proprietary funds at June 30, 2006.
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Exhibit 6
State of South Carolina's Proprietary Fund Net Assets
(Expressed in Thousands)

Enterprise Funds

Medical

University Education Internal

Higher Unemployment Housing Hospital Assistance Nonmajor Total Service

Fund Net Assets Education Compensation Authority Authority Authority Enterprise Enterprise Funds

Invested in capital assets

(net of related debt)................. $ 1867,185 $ — $ 865 $ 61,407 $ 223 $ 43,380 $ 1,973,060 $ 113,486
Restricted, expendable 278,484 386,932 242,416 67,781 129,105 45,297 1,150,015 236,216
Restricted, nonexpendable......... 72,889 — — — — 25,568 98,457 109
unrestricted...........cooeieiiiiiins 461,673 — 19,062 101,937 1,113 (157,163) 426,622 (46,212)
TotalS ..o $ 2680231 $ 386,932 $ 262,343 $ 231,125 $ 130441 $ (42918) $ 3,648,154 $ 303,599
Change from prior year......... $ 237,364 $ (13,547) $ 18,450 $ 30,625 $ 505 $ 7481 $ 280,878 $ 203,442
Percentage change............... 9.7% (3.4%) 7.6% 15.3% 0.4% (14.8%) 8.3% 203.1%

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

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

The Medical University Hospital Authority, another enterprise fund, manages and operates the hospitals and clinics
associated with the Medical University of South Carolina (MUSC). MUSC is included in the Higher Education Fund
described above. The Authority’s net assets increased $30.625 million (15.3%) primarily due to increases in patient activity
and comprehensive rate increases.

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

Budgetary General Fund Highlights

The State’s Board of Economic Advisors (BEA) is responsible for forecasting revenues for the budget. State law
requires that the BEA meet at least quarterly to review revenue collections and to adjust its forecasts if necessary. If the
BEA reduces revenue projections significantly once the budget year begins, the State’s Budget and Control Board is
responsible for mandating spending cuts to keep the budget in balance.

Original estimated revenues for the 2005-2006 accounting year were $5.473 billion. The BEA revised its original
revenue estimate three separate times during the course of the year by a total of $505.667 million. The upward revisions
resulted from their review of tax revenue collections and economic conditions as the year progressed. Actual revenues at
June 30, 2006, were $247.268 million more than the BEA’s final revised estimate, and $752.935 million (13.8%) over the
original revenue estimate. Actual revenues exceeded prior year revenue collections by $634.966 million (11.4%). Individual
income and sales taxes, the fund’s primary revenue sources, were greater than expected because of conservative revenue
estimates and favorable economic conditions that lead to increased job growth and consumer spending.

Budgetary General Fund appropriations increased during the year by $13.454 million. During 2005-2006, the General
Assembly approved supplemental appropriations totaling $13.095 million for the purchase of school bus fuel and parts.
Those appropriations were funded from the 2004-2005 excess budgetary surplus funds. The remaining appropriation
increase was needed to fund certain State-mandated programs that were underestimated in the Appropriations Act.

Furthermore, actual revenues were $685.590 million greater than actual expenditures because conservative revenue
estimates limited increases in agency spending. Transfers out during the year totaled $231.183 million, which included
$99.356 million of 2004-2005 Capital Reserve Appropriations and $131.827 million of increased tax enforcement
collections transferred to the State’s Other Budgeted Funds for agency spending. The State was able to end the year with an
accumulated budgetary general fund balance of $987.772 million.
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See the Required Supplementary Information section on pages 136 through 141 of this report for a detailed budgetary
comparison schedule.

Capital Assets and Debt Administration
Capital Assets

At the end of the 2005-2006 accounting year, the State had $16.222 billion invested in capital assets. This represented a
net increase (including additions and deductions) of $1.038 billion, or 6.8%, over the previous accounting year (see
Exhibit 7).

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

Governmental Activities Business-type Activities Totals—Primary Government
2006 2005 2006 2005 2006 2005

Land and improvements...........c.c.cvceecenenes $ 1522999 $ 1,459,853 $ 223495 $ 209,351 $ 1,746,494  $ 1,669,204
Infrastructure............c.ccoeueee s 6,423,305 5,883,421 — — 6,423,305 5,883,421
Buildings and improvements.............c.c.c.c... 1,009,521 903,596 2,150,777 1,967,494 3,160,298 2,871,090
Vehicles..........ccoiiniiiicccc 155,527 155,218 12,391 12,358 167,918 167,576
Machinery and equipment..............c.ccceuene. 123,424 116,606 238,105 205,489 361,529 322,095
Works of art and historical treasures........... 3,596 3,712 23,666 19,746 27,262 23,458
3,800,167 3,833,664 522,507 404,255 4,322,674 4,237,919
9,114 4,849 3,865 4,607 12,979 9,456
TOtAl oo $ 13,047,653 $ 12,360,919 $ 3,174,806 $ 2,823,300 $ 16,222,459  $ 15,184,219

The State’s investment in buildings and improvements increased significantly, primarily because the Department of
Commerce completed the Vought Manufacturing Complex, a large economic development construction project, at a cost of
approximately $110.000 million. The South Carolina School for the Deaf and Blind also completed several large
construction projects on the campus at a cost of approximately $17.178 million.

Machinery and equipment assets increased significantly due, in large part, to the public universities. The Medical
University of South Carolina made significant investments in medical, scientific, and laboratory equipment this year. Also,
the University of South Carolina opened a new facility, which was equipped with laboratory and computer equipment.

The State’s investment in works of art and historical treasures increased significantly due to Patriot’s Point Development
Authority completing an overhaul project on the aircraft carrier Yorktown at a cost of $4.206 million.

Intangible assets increased from last fiscal year primarily because of the Department of Commerce’s Virtual One Stop
software system for workforce development at a cost of approximately $1.355 million.

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

Long-term Debt

At the end of the accounting year, the State had $8.217 billion in bonds and notes outstanding—an increase of
$320.946 million, or 4.1%, over last year (see Exhibit 8). Note 12, in the notes to the financial statements, includes more
detailed information about the State’s long-term debt.
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Exhibit 8
State of South Carolina's Outstanding Bonds and Notes
As of June 30 for the Years Indicated
(Expressed in Thousands)

Total
Percentage
Governmental Activities Business-type Activities Totals—Primary Government Change
2006 2005 2006 2005 2006 2005 2005-2006
Backed by the State:
General obligation bonds........... $ 2405119 $ 2,298,253 $ 249,514  $ 230,423 $ 2654633 $ 2,528,676 5.0%
Backed by specific revenues:
Revenue bonds and notes......... 43,190 33,832 2,782,026 2,536,112 2,825,216 2,569,944 9.9%
Infrastructure Bank bonds.......... 1,917,706 1,947,393 — — 1,917,706 1,947,393 (1.5%)
Tobacco Authority bonds........... 796,900 820,905 — — 796,900 820,905 (2.9%)
Limited obligation bonds............ 15,291 19,392 — — 15,291 19,392 (21.1%)
Bond anticipation notes............. — — 6,855 9,345 6,855 9,345 (26.6%)
TOtal e $ 5,178,206 $ 5,119,775 $ 3,038,395 $ 2,775,880 $ 8216601 $ 7,895,655 4.1%

New debt resulted mainly from the issuance of revenue bonds by the enterprise funds reported in the business-type
activities. The Housing Authority issued $98.000 million in bonds for housing programs while the Education Assistance
Authority issued $208.300 million in bonds to provide financing for student loans.

Three bond rating services assign ratings to bonds that the State backs with its own taxing authority (general obligation
bonds). Fitch Ratings rated these bonds as “AAA” and Moody’s Investors Service rated them as “Aaa” during the fiscal year
ended June 30, 2006, the highest ratings that these services assign. Standard & Poor’s rated these bonds as “AA+” during
the same period.

The State limits the amount of annual payments for principal and interest on general obligation bonds and notes rather
than directly limiting the amount of those bonds and notes that the State may have outstanding. At June 30, 2006, the State
legally could issue additional bonds as long as the new debt would not increase the State’s annual principal and interest
payments by more than the following amounts: $46.990 in total for all institution bonds, $18.335 million for highway bonds,
$101.998 million for general obligation bonds, excluding institution and highway bonds, $6.335 million for economic
development bonds, and $13.697 million for research university infrastructure bonds. (Institution bonds are general
obligation bonds that benefit the State’s Higher Education Fund.)

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

At June 30, 2006, the General Reserve Fund, sometimes called the rainy day account, was fully funded at
$153.488 million. The State’s Constitution requires restoration of the reserve to full funding within three years after a
withdrawal. State law defines full funding for the reserve as 3% of the Budgetary General Fund’s revenues for the latest
completed accounting year. The 2005-2006 Appropriation Act passed by the General Assembly appropriated
$78.333 million to fully restore the rainy day account.

Budgetary General Fund for the 2006-2007 Accounting Year

For fiscal year 2006-2007, estimated revenues per the Appropriation Act were $6.085 billion, or $141.000 million less
than 2005-2006 revenue collections. This estimate was subsequently revised. On November 9, 2006, based on most recent
revenue collection trends, the State’s Board of Economic Advisors (BEA) revised its original revenue estimate for fiscal year
2006-2007 upward by $180.000 million (3.0%) to a total of $6.265 billion.

See the Budgetary General Fund Highlights subsection above for additional information about the responsibilities of the
BEA and the State Budget and Control Board.

Economic Conditions

Budgetary General Fund revenues for the first four months of the 2006-2007 fiscal year were $200.992 million, 10.2%
higher than during the same period for fiscal year 2005-2006. South Carolina’s three major revenue sources continue to
experience significant gains, reinforcing the fact that economic conditions are improving in the State. Individual income
taxes are up 9.0%, as withholdings increased 4.8% and estimated tax payments increased 19.3%. Corporate income taxes
have grown by 16.0%. Sales taxes have increased 12.6% despite higher gasoline prices experienced during this period.
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The BEA has adopted a preliminary Budgetary General Fund revenue estimate of $6.581 billion for the 2007-2008
accounting year. This revenue forecast represents a 5.0% increase over the revised base for 2006-2007. The BEA will
review this estimate again in February 2007 and either adjust or finalize it then.

Other Issues Expected to Impact Future Operations

In June 2004, the Governmental Accounting Standards Board (GASB) adopted Statement No. 43 and No. 45 which are
new accounting and reporting standards for other post employment benefits (OPEB). OPEB include post employment
benefits such as medical, prescription drug, and dental insurance benefits, provided to retired State government and school
district employees. Currently, the State funds these benefits on a pay-as-you-go basis. The new standards will require the
State to report the actuarially determined unfunded liability (an estimate of accumulated benefits expected to be paid in
future years) along with the current costs associated with these benefits. Although these standards do not become effective
until fiscal years 2006-2007 (GASB 43) and 2007-2008 (GASB 45), the State hired an independent actuarial firm to provide
an estimate of the State’s OPEB liability at June 30, 2006 (as if the new standards had been in effect). The actuary’s report
projects that the combined OPEB liability at June 30, 2006 for State and school district employees was estimated to be
$9.227 billion.

The General Assembly enacted legislation in 2005-2006 that provides for the establishment of a special committee to
study the State’s OPEB obligation. The study is to address current funding and potential pre-funding of OPEB. The
committee’s report is to be provided to the Governor and the General Assembly by January 15, 2007. Because the State has
not completed the process of evaluating the impact of these new reporting standards, the financial impact on future years’
financial position and results of operations is not known at this time.

Requests For Information

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

Office of the Comptroller General
1200 Senate Street

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

Statement of Net Assets

June 30, 2006
(Expressed in Thousands)

PRIMARY GOVERNMENT
Governmental Business-type COMPONENT
Activities Activities Totals UNITS
ASSETS
Current assets:
Cash and cash equiValents...........cceceeivereereseese s esie s $ 4,069,811 $ 1,326,683 $ 5,396,494 $ 260,549
INVESTMENTS......eiiiiieiiie e — 110,859 110,859 140,666
Invested securities lending collateral..............cccocooiiiniiiennines 623,382 81,435 704,817 17,709
Receivables, net:
ACCOUNTS. ..ottt ettt 257,243 73,688 330,931 209,904
CONLHBULIONS.....coiiiiiiiie s — 3,020 3,020 10,139
PartiCIPANTS. ...cooiiieeiii e — 8,336 8,336 —
ACCTUE INTEIEST.....oiiiiiiiiiieeie et 29,457 15,343 44,800 2,445
INCOME TAXES. ...eviiiiiiee ittt 366,016 — 366,016 —
Sales and Other taXes..........coovveieiiiieiiie e 595,676 — 595,676 —
StUAENt ACCOUNTS.....coiiiiiiiiiiiie ettt — 34,850 34,850 —
Patient aCCOUNTS.........oiiiiiiiieriee e 11,734 150,285 162,019 —
LOANS aNd NOLES......ccoiiiiiiiiiiiie et 26,746 127,895 154,641 —
ASSESSMEINES. ...ciiiiriie ittt e e — 53,415 53,415 —
Due from Federal government and other grantors.................. 866,408 91,837 958,245 —
Internal balanCes..........occvviiiiiie e (17,936) 17,936 — —
Due from component UNitS............eeeeieeeeiniieeeiiieee e 18,778 106,991 125,769 —
Due from primary government.... . — — — 3
LYY 01 (o] 1= PP PR RPR 43,826 28,548 72,374 147,854
Restricted assets:
Cash and cash equivalents............cccocoeieriiie e, 91,608 273,473 365,081 153,740
INVESIMENTS. ...ttt 87,559 9,660 97,219 23,248
Loans receivable............ccocoeiiiiiiiiii e — 470 470 —
Oher .. 61,342 2,375 63,717 —
Prepaid ItEMS... ..ot 22,483 24,778 47,261 8,601
Other CUITENt ASSEtS......cccueiiiieiiie it — 6,644 6,644 57,831
Deferred Charges. .........uooiiee it — — — 1,616
Total CUrTENt @SSELS......eviiiiiiieiiiereee e 7,154,133 2,548,521 9,702,654 1,034,305

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, 2006
(Expressed in Thousands)

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

ACCOUNTS. ...ttt ettt $ 62,670 $ 479 $ 63,149 $ 2,125
CONIIDULIONS. ....coiiiiie e — 524 524 27,438

PartiCipants..........coouiiiiiiieeee e — 18,068 18,068 —

INCOME TAXES. ...cviiiieieeeie ittt 62,207 — 62,207 —

Sales and Other taXes..........ccovveieeiiieiiie e 20,668 — 20,668 —

Patient aCCOUNTS........coouiiiiiiii e 14,324 — 14,324 —

L0ANs and NOLES.........coiiiiriieiiee e 450,037 911,864 1,361,901 —
INVESTMENTS. ..c.tiiiiie ettt siea e 245,730 21,496 267,226 639,279

Restricted assets:

Cash and cash equivalents............cccocoeieriiie e, 410,964 596,646 1,007,610 37,901
INVESIMENTS. ...t — 106,695 106,695 223,304

Accounts receivable. ... 429,130 — 429,130 —

L0ans receivable..........ceciiieiiiiiiiee e — 588,388 588,388 —

Other............... . 3,399 26,569 29,968 —

Prepaid items................. . — 14,496 14,496 —
Other [0Ng-term aSSetS........cocuiiiiiiiiee e 771 31,926 32,697 19,231
Deferred Charges.......cuuviiuiee i 22,638 10,470 33,108 493,432
Investment in jOINt VENTUIE..........c.ceeiiiiieiiiiiee e — — — 6,567
Non-depreciable capital aSSets..........cccceeviieiieiiienieenieeeen 5,307,755 718,979 6,026,734 1,392,950
Depreciable capital assets, Net.........c.occeveriieeiiiiee e, 7,739,898 2,455,827 10,195,725 2,769,824
Total IoNg-term asSetS.......c.evviiuireeiiiiieeriee e 14,770,191 5,502,427 20,272,618 5,612,051
TOtAl ASSEES.cciiiiiiieiie e 21,924,324 8,050,948 29,975,272 6,646,356

Continued on Next Page
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State of South Carolina

Statement of Net Assets (Continued)

June 30, 2006
(Expressed in Thousands)

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

ACCOUNLS PAYADIE .....eeiveiicieecieee e 1,071,674 $ 240,858 $ 1,312,532 $ 192,935
Accrued salaries and related eXpenses..........cccocvverveenneene 117,262 67,906 185,168 9,539
Accrued interest payable.........oocoieiiiieii e 38,338 14,982 53,320 66,790
Retainages payable...........ccooiiiiniiiniiiie e 4,236 15,836 20,072 1,167

Tax refunds payable..........ccccoiiiiiiiiiiie e 541,839 4,760 546,599 —

Payables-aid to individuals/families...........ccccccvveeviiveesinnnnn. 764 — 764 —
Prizes payable...........ooii e — — — 29,523

Unemployment benefits payable...........cccccoveiiinienicinnn. — 6,976 6,976 —
Intergovernmental payables............cccooiiiiiiiiiiniiiicieee 339,984 3,661 343,645 1,073

Tuition benefits payable............c.cccoviiiiinie — 12,528 12,528 —
POlICY ClaiMS.......eiiiiiiiie e 461,251 32,000 493,251 42,597

Due to COMPONENT UNIES.......eeiivieiiieiieeiie e 3 — 3 —
Due to primary governMENt...........cceovuveeeiiiieeeeniieeesieeee s — — — 119,881
Unearned revenues and deferred credits. 209,899 138,997 348,896 28,609
DEPOSIS....veiiiiiiieeiiiee e — 4,933 4,933 12

Amounts held in custody for others...........ccccceevvvveeiieeennnen. — 3,401 3,401 —
Securities lending collateral.............ooceveriieiiiiiieeeeeees 623,382 81,435 704,817 17,709

Liabilities payable from restricted assets:

— 629 629 328
29,729 25,572 55,301 1,766

41,070 34,465 75,535 —

— 83,336 83,336 —
Notes payable...........cooiiiiii s 4,175 13,477 17,652 1,327

Letter of Credit.........ocooveiiieicee e — 2,000 2,000 —

Revenue bonds anticipation notes payable..............cccoccueenne — 6,855 6,855 —

General obligation bonds payable...........c.ccocceiiiiniiinieinen. 191,950 14,785 206,735 —
Revenue bonds payable...........ccccoviiiiiiiiiiiniie e 1,320 21,167 22,487 67,990

Limited obligation bonds payable.............ccccoeviiiiiiiiennen. 4,320 — 4,320 —
Capital leases payable...........cccoocveiiiiiiiiiiiie e, 954 9,828 10,782 2,713
Commercial Paper NOLES. .......ccuiiieeiiieriee it — — — 285,449
Compensated absences payable...........ccccceeviiiiiiiiiinenen. 125,861 62,370 188,231 2,486
Other current liabilities ..........cccocovoviiiiince e, 28,826 7,270 36,096 90,990
Total current liabilities...........ccceeiiiiieiii e 3,836,837 910,027 4,746,864 962,884

The Notes to the Financial Statements are an integral part of this statement.
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Statement of Net Assets (Continued)

June 30, 2006
(Expressed in Thousands)

PRIMARY GOVERNMENT
Governmental Business-type COMPONENT
Activities Activities Totals UNITS
Long-term liabilities:
Retainages payable...........ccoveveeeieeie e $ — $ 297 $ 297 $ 48,380
Intergovernmental payables...........cccooveiiiiiieiieenee e 300 — 300 —
Tuition benefits payable.........ccociiiiiiie — 189,211 189,211 —
POlICY ClaIMS........oiiiiiieieec e 88,205 185,407 273,612 149,067
Unearned revenues and deferred credits............cccoccueeeennnen. — — — 322,358
Amounts held in custody for others...........ccccceeviveevieeennnen. — — — 2,463
Other liabilities payable from restricted assets.............cc....... — 5,909 5,909 —
Notes payable............oooerieiiiiiic e 16,846 234,197 251,043 2,429
General obligation bonds payable..............cccccooiiiiiiiiiinnns 2,213,169 234,729 2,447,898 —
Tobacco Authority bonds payable............ccoceevieiiiiiiicincens 796,900 — 796,900 —
Infrastructure Bank bonds payable............ccccocoveeiiiciinnnn. 1,876,636 — 1,876,636 —
Revenue bonds payable............cccoiiiiiiii 20,849 2,476,720 2,497,569 2,922,724
Limited obligation bonds payable.............cccccoiiiiiiiiiiiinens 10,971 — 10,971 —
Capital leases payable.................... 940 35,159 36,099 9,322
Compensated absences payable. 76,207 54,232 130,439 15,114
Other long-term liabilities............. . 77,626 60,770 138,396 70,790
Total long-term liabilities..........c.ccoviviirieniicce 5,178,649 3,476,631 8,655,280 3,542,647
Total HabilitieS. ..o 9,015,486 4,386,658 13,402,144 4,505,531
NET ASSETS
Invested in capital assets, net of related debt................c...... 9,371,744 1,973,060 11,344,804 1,108,211
Restricted:
Expendable:
Unemployment compensation benefits...........c.cocceviiieennee — 386,932 386,932 —
EAUCALION.......ooiiiiiiec e 325,804 165,548 491,352 168,211
HEAIN. ... 21,439 — 21,439 —
TranSPOAtiON. .......uviiiiiiiieie ettt 153,371 — 153,371 —
Capital PrOJECES. ....ccuveiiiieiieie ettt e 283,021 122,887 405,908 3,090
DEDE SEIVICE. ...t 1,121,187 248,156 1,369,343 77,338
LO@N PrOGraMIS. ....cveiiiiieeeeeiiiire et e e et e e 779,514 226,492 1,006,006 —
Waste ManagemeNnt........ooocvuerieeieeeee e 130,300 — 130,300 —
INSUIaNCE PrOGraMS. ....uuviiiieieeeieiiiriieeee e e e e e e e e e 215,643 — 215,643 —
OhEI . 57,137 — 57,137 144,764
Nonexpendable:
EAUCALION. ..ot 109 98,457 98,566 306,234
ONEI e 2,256 — 2,256 —
UNPESHICLEM. .....cviiiiiciieiecee s 447,313 442,758 890,071 332,977
Total Net @SSELS....ociiiiiiiiieeere e $ 12,908,838 $ 3,664,290 $ 16,573,128 $ 2,140,825
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Statement of Activities

For the Fiscal Year Ended June 30, 2006
(Expressed in Thousands)

Program Revenues

Operating Capital Grants
Charges for Grants and and Net (Expenses)
Expenses Services Contributions Contributions Revenues
Eunctions
Primary government:
Governmental activities:
General government.........coccveevevveeesinneeninns $ 1,768,034 $ 1,530,670 $ 310,786 $ 3,749 $ 77,171
EdUcation.........ccoeieriiieeiie e 1,402,446 35,427 1,072,811 1,204 (293,004)
Health and environment............ccccceeeeeeiennnn, 4,766,947 133,033 3,172,066 7,304 (1,454,544)
Social SEIVICES.........ccovvieiieeciieeceecieeeie e 1,051,343 2,992 941,596 — (106,755)
Administration of justice............ccccevvivveeiinns 683,180 121,338 36,597 137 (525,108)
Resources and economic development...... 181,375 55,596 111,160 7,415 (7,204)
Transportation..........ccceeeeeereeenieenne e 905,050 124,125 129,746 601,703 (49,476)
Intergovernmental............cccoceeeiiiiienniieene 4,061,996 — — — (4,061,996)
Unallocated interest expense..............cc...... 72,247 — — — (72,247)
Total governmental activities.................. 14,892,618 2,003,181 5,774,762 621,512 (6,493,163)
Business-type activities:
Higher education............ccccceiiiiiiiiiniiiee 2,871,493 2,000,940 238,868 72,926 (558,759)
Higher education institution support.............. 881,583 905,000 65,825 40 89,282
Unemployment compensation benefits......... 365,091 333,423 19,335 — (12,333)
Financing of housing facilities............ 150,626 41,678 127,662 — 18,714
Medical malpractice insurance 52,598 42,177 301 — (10,120)
Financing of student loans............ccccccccveennne 61,472 49,544 12,433 — 505
Tuition prepayment program..............cccecueee.. 38,849 — 13,263 — (25,586)
State maritime muSeuUM..........cc.ceeeeeveevvvrenns 6,911 7,318 154 — 561
Insurance claims processing. 1,536 1,540 — — 4
(@43 1T SRR 24,172 29,180 621 1,258 6,887
Total business-type activities.................. 4,454,331 3,410,800 478,462 74,224 (490,845)
Total primary government $ 19346949 $ 5413981 $ 6,253,224  $ 695,736 $  (6,984,008)
Component units:
Public Service Authority........cccccoecveeeeiiireeneen. $ 1,247,004 $ 1,365,317 $ 17,078 $ — $ 135,391
State Ports Authority..........ccocceeviiiiiiiiniies 108,028 157,823 8,288 2,040 60,123
Connector 2000 Association, InC.............cc...... 25,265 4,661 931 — (19,673)
Lottery COMMISSION........cccvevveieriierieeriesieeieenes 1,150,865 1,147,852 1,246 — (1,767)
(@13 T SRR SRRR 98,500 47,682 103,119 — 52,301
Total component units...........cocooceveenes $ 2,629,662 $ 2,723,335 % 130,662 $ 2,040 $ 226,375

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, 2006

(Expressed in Thousands)

Changes in net assets:

Net (expense) revenue ...

General revenues:
Taxes:

Individual income..........

Unrestricted grants and contributions.............cccccceuve...
Unrestricted investment inCOmMe..........ccccccevveeeeeiiiinnnns
Tobacco legal settlement..........cccceevviveeviieecvciee e,

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

Extraordinary loss on debt

Transfers—internal activities

extinguishment......................

Total general revenues, extraordinary item,

and transfers..........

Changein net assetS......cccccvvvveevcieeesiieee e

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

Net assets at end of year

Primary Government

Governmental Business-type
Activities Activities Total Component Units
$ (6,493,163) $ (490,845) % (6,984,008) $ 226,375
3,156,028 — 3,156,028 —
3,613,754 — 3,613,754 —
1,753,214 — 1,753,214 —
8,522,996 — 8,522,996 —
18,664 — 18,664 —
69,438 — 69,438 —
67,841 — 67,841 —
67,012 — 67,012 —
— (539) (539) —
(784,746) 784,746 — —
7,961,205 784,207 8,745,412 —
1,468,042 293,362 1,761,404 226,375
11,440,796 3,370,928 14,811,724 1,914,450
$ 12,908,838 $ 3,664,290 $ 16,573,128 $ 2,140,825
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State of South Carolina

Balance Sheet

GOVERNMENTAL FUNDS

June 30, 2006
(Expressed in Thousands)

Departmental Local Department of
General Government Transportation
General Fund Operating Infrastructure Special Revenue
ASSETS
Cash and cash equivalents.............ccccceocieniiiiiniincciens $ 1,183,208 $ 480,889 $ 262,445 $ 206,747
Investments...........ccceeeeienns 40,005 394 — —
Invested securities lending collateral................ccccoooeenneenns 332,360 6,609 67,180 26,880
Receivables, net:
ACCOUNTS. ...ttt 2,886 109,626 41,039 17,673
Accrued interest 9,624 429 7,576 1,597
INCOME TAXES. ...eeiieieieieiiteee e 428,223 — — —_
Sales and other taxes..........ccccceevveeniiiinccee 342,326 12,601 — 8,541
Patient accounts 15,925 10,133 — —
Loans and notes 14 450 439,784 10,732
Due from Federal government
and other grantors..........ccocuvevieirie e 3,944 758,927 — 101,371
Due from other funds...........ccooiieiiiiiiie e 41,775 26,650 14,740 2,157
Due from component units.. 7,838 — — —
Interfund receivables..........ccccoiiiiiiiii 5,711 580 306,055 —
INVENEOTIES. ... 13,014 16,315 — 6,525
Restricted assets:
Cash and cash equivalents............ccccoceiiiiincinncnnns — — 388,619 88,469
Investments — — — —
Accounts receivable — — 429,130 —
OtNEI .. — — 30,222 —_
Prepaid items... — — — 6,661
Other assets........ — — — 771
Total @SSELS.....cciii $ 2,426,853 $ 1,423,603 $ 1,986,790 $ 478,124
LIABILITIES AND FUND BALANCES (DEFICITS)
Liabilities:
ACCOUNLS PAYADIE......coviiieiiciece e $ 134,163 $ 565,185 $ 9,908 $ 133,426
Accrued salaries and related expenditures...................... 62,298 31,432 68 17,542
Retainages payable............cccoeiiiiiiiiiiiiiic s — 159 — 2,207
Tax refunds payable............ccccooiviiiiniiice 541,307 — — —
Payable—aid to individuals/families................ccccocvennrnen 764 — — —
Intergovernmental payables........... 14,641 160,980 8,720 —
Due to other funds...........oooiiiiiiiiii e 81,111 70,085 33 21,537
Due to component UNItS.........cccoevvereeriierieeieseeseeeeees 3 — — —
Interfund payables............ccooiiiiiiii — 4,815 — 306,055
Deferred reVenUES..........ccoceooiieiiiiiinienece e 104,777 53,124 467,323 21,343
Securities lending collateral..............ccccocieiiiiiiiiiinines 332,360 6,609 67,180 26,880
Other liabilities .........ccoooveiieiier e 41,584 21 — —
Total Habilities......cccevriieiiii e 1,313,008 892,410 553,232 528,990
Fund balances (deficits):
RESEIVEM. .....oiiiiiii i 280,169 16,911 1,820,493 13,503
Unreserved, designated reported in:
General FUNG........coooiiiiiiee e 555,378 — — —
Special revenue funds... . — — — —
Capital Projects FUNd..........ccccveiiiiiiieiiiee e — — — —
Unreserved, undesignated reported in:
General FUNG........ooocviiiiii e 278,298 — — —
Special revenue funds...........cccceeiiiiieciicnieceee — 514,282 (386,935) (64,369)
Permanent funds........ — — — —
Total fund balances.........cccocevineiieiciic 1,113,845 531,193 1,433,558 (50,866)
Total liabilities and fund balances.............ccccuuu...... $ 2,426,853 $ 1,423,603 $ 1,986,790 $ 478,124

The Notes to the Financial Statements are an integral part of this statement.
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Nonmajor
State Tobacco Governmental
Settlement Funds Totals
$ 495,097 $ 950,506 $ 3,578,892
— — 40,399
2,340 89,177 524,546
— 929 172,153
202 6,542 25,970
— — 428,223
— 252,876 616,344
— — 26,058
— 25,803 476,783
— 2,166 866,408
99 20,733 106,154
— 10,940 18,778
— 3,961 316,307
— 44 35,898
— 25,484 502,572
— 87,559 87,559
— — 429,130
— 34,519 64,741
— — 6,661
— — 771
$ 497,738 $ 1,511,239 $ 8,324,347
$ 7 $ 161,393 $ 1,004,082
— 1,741 113,081
— 1,837 4,203
— 532 541,839
— — 764
25 155,618 339,984
1 28,039 200,806
— — 3
— 21,673 332,543
— 14,042 660,609
2,340 89,177 524,546
— 630 42,235
2,373 474,682 3,764,695
— 176,476 2,307,552
— — 555,378
— 14,703 14,703
— 307,633 307,633
— — 278,298
495,365 536,820 1,095,163
— 925 925
495,365 1,036,557 4,559,652
$ 497,738 $ 1,511,239 $ 8,324,347
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State of South Carolina

Reconciliation of the Governmental Funds

Balance Sheet to the Statement of Net Assets

June 30, 2006
(Expressed in Thousands)

Total fund balances—governmental fUNUS.........oooiiiie e e e naeeas
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..........ccoviiiiiiiiiiie s $ 5,301,458
Depreciable capital assets 10,860,644
Accumulated depreciation...... (3,258,464)

TOtal CAPILAl BSSELS. . eii ittt eas

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 NEL ASSELS........ciiiuiiiiiie e

Certain State revenues will be collected after year-end but are not available soon enough to pay
for the current period's expenditures, and therefore are deferred in the funds...........cccocceeviinieenne.

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 ASSELS........ciiiiiiiiii e

Eliminations relating to the consolidation of internal service funds resulted in an amount due from
governmental activities to business-type activities in the statement of net assets...........ccccoeceeeennne

Certain liabilities are not due and payable in the current period and therefore are not reported in the
funds. Those liabilities consist of:

BONAS PAYADIE......ccoiiiic s (5,119,725)

Notes payable...................... (6,118)
Accrued interest on bonds... (67,255)
Capital leases...........c.ccceueee.. (691)
Compensated ADSENCES.........cocoviiiiiiiii e s (195,976)
Intergovernmental payable.............cccooiiiiiiiiii (300)
Policy claims (13,536)
Other....ccoovviiiieinceeee (58,286)

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

$

$

4,559,652

12,903,638

22,501

597,471

303,599

(16,136)

(5,461,887)

12,908,838
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State of South Carolina

Statement of Revenues, Expenditures,

and Changes in Fund Balances

GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2006
(Expressed in Thousands)

Departmental Local Department of
General General Government Transportation
Fund Operating Infrastructure Special Revenue
Revenues:
Taxes:
INdividual iINCOME.......cuviiiiiiieee e $ 3,115,907 $ — $ 11,827 $ —
Retail Sales and USE.........ccceviiiiiiiiieieeeeeceee e 2,533,540 928 — —
OFNEI....eiiiic 873,247 44,256 19,000 490,326
Licenses, fees, and PermitS........ccccevvvereriiieniiieesiieeessieeesieee e 125,673 160,128 76,860 —
Interest and other investment iNCOME............cccocveniiiieenec e, 62,766 2,107 42,054 6,395
Federal........c.oooiiiiiiiiii 82,366 5,053,686 28,066 764,645
Local and private grantS..........eccuveeiieeeinieeesniee e 2,418 9,030 — —
SEALE GraNTS.....ieieieiieee e — 65 — —
Departmental SEIVICES. .......cuuieviiieeeiie et seee e 425,893 161,965 42,230 86,381
CONLHDULIONS. ... 14,955 26,058 36,556 —
FINes and PeNaltieS. .......c.eveiiiieeiiiie e 22,311 65,391 — —
Tobacco legal settlement..........cooueeeeriieeeiiie e — — — —
OFNET....iiii 30,134 61,704 — 3,941
TOtal FEVENUES. ..o 7,289,210 5,585,318 256,593 1,351,688
Expenditures:
Current:
General gOVEINMENL.........uiiuiiiiieiie sttt 306,933 198,677 517 —
Education............cc.... 278,760 164,212 — —
Health and environment. 1,600,693 3,243,657 — —
Social services............... 82,502 955,300 — —
Administration of justice...........cccocceeriueene . 513,531 110,874 — —
Resources and economic development............c.cceveerieeneeniienne 85,595 105,987 1,952 —
TraNSPOIALION. .....eeeiei ettt sane e — — 3,526 776,459
CaPItal QULIAY . .....eeeiieiiie e 35 — — 576,492
Debt service:
Principal retirement..........o.oiieiiiiieee e 158,947 465 39,545 27,823
Interest and fiscal charges.........ccoccoviiiiiiiinii i 70,761 56 97,405 35,897
INtErgoVErNMENTAL.........oiiiiiiiiiiie et 2,705,648 951,312 177,437 68,445
Total eXPenditUresS.......cociiiieiiiiieeee e 5,803,405 5,730,540 320,382 1,485,116
Excess (deficiency) of revenues
over (under) eXpendituresS........cccuvevreeeeeiieeeeiiiee e 1,485,805 (145,222) (63,789) (133,428)
Other financing sources (uses):
Bonds and NOteS iSSUEM.........cceiuiiiiiiiieie e 21,000 — — —
Refunding bonds issued...... . — — 221,045 —
Premiums on bonds issued. — — 21,651 —
Capital 1eases.........cccceeveerieeniiciieieee — 250 — —
Payment to refunded bond escrow agent.. — — (241,235) —
Transfers iN........ccoeeiiee e 29,970 258,046 5,390 30,773
TrANSTEIS OUL....eeiiiiieeiit ettt (911,029) (72,021) (44) (5,007)
Total other financing sources (USeSs)......ccccocvevveeieeriieenneanes (860,059) 186,275 6,807 25,766
Net change in fund balances.........ccccccoviiiiiiiiiiieiceee 625,746 41,053 (56,982) (107,662)
Fund balances at beginning of year..........ccoccevviiniiiiiininiieens 488,099 490,140 1,490,540 56,796
Fund balances (deficit) at end of year.........ccccoeiiieieiiicninen. $ 1,113,845 $ 531,193 $ 1,433,558 $ (50,866)

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

Nonmajor
State Tobacco Governmental
Settlement Funds Totals
$ — $ — 3,127,734
— 1,096,882 3,631,350
— 313,444 1,740,273
— 130,866 493,527
17,020 26,673 157,015
— 21,142 5,949,905
— — 11,448
— — 65
— 10,782 727,251
— 328,462 406,031
— 23,778 111,480
— 67,841 67,841
— 2,678 98,457
17,020 2,022,548 16,522,377
88 127,607 633,822
— 310,008 752,980
7,383 291,857 5,143,590
— 10,918 1,048,720
- 13,039 637,444
— 4911 198,445
— — 779,985
— 46,838 623,365
— 24,005 250,785
— 53,490 257,609
3,510 1,079,280 4,985,632
10,981 1,961,953 15,312,377
6,039 60,595 1,210,000
— 268,475 289,475
— — 221,045
— 571 22,222
— — 250
— — (241,235)
— 164,654 488,833
(1,315) (281,158) (1,270,574)
(1,315) 152,542 (489,984)
4,724 213,137 720,016
490,641 823,420 3,839,636
$ 495,365 $ 1,036,557 4,559,652
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State of South Carolina

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds to the

Statement of Activities

For the Fiscal Year Ended June 30, 2006
(Expressed in Thousands)

Net change in fund balances—total governmental fUNAS.........cccciiiiiiiiiiiiiii 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:
CaPItAl OULIAY.......ccveiieiiiiii it $ 778,429

Depreciation eXPENnSe..........ccccveviiiiiiiiiiin i . (215,018)
Excess of capital outlay over depreciation expense

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 FESOUICES..........coocuiiiiiiiiiiiie e

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

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

BONdS and NOES ISSUBT. ........ouiiiiiiiieie e (289,475)

Refunding bonds issued.. . (221,045)

2 ToTaTo I o] (=101 o 1TSS PP UPT ST PRUPRTRURON (22,222)
Net bond and NOLE PrOCEEUS. ........uiieiiiie ettt be et e e nbe e et e e s enneeeannes

Bond issuance costs are expenditures in governmental funds, but are deferred assets in the
SEALEMENT Of NEE ASSEES. ...ttt ettt b et b e bt et s bbbt e i bt b e b bt e bt e e ne s

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 a liability...........c..eoiiiiriiiiie 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 FEIITEIMENT. ......ooiiiiiieitie ittt ettt ekt e bt e sbe e et e nane et e e 248,930

NOtE PrINCIPAI FEHIEMENL. ... ..eiiiiiie ettt ek e et b e e e st e e e e sbe e e e e nbe e e s enneeeannes 1,253

Capital [EASE PAYMENTS........iiiiiitieetie ettt ettt et ea bttt e et b et e et 602

Payment to bond refUNdiNg GgENT........coouiie et e e 241,235
Total long-term debt FEPAYMENT.......ccviiiiiiii ettt

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 ACHVILIES. ..........occuiiiiiiiii e

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

720,016

563,411

133,991

(8,377)

(532,742)

2,582

(250)

492,020

203,442
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State of South Carolina

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds to the

Statement of Activities (Continued)

For the Fiscal Year Ended June 30, 2006
(Expressed in Thousands)

Because certain receivables will not be collected soon enough after the State's fiscal year ends,
the related revenues are not considered "available" and are deferred in the governmental funds.
Decrease iN efEITeU MEVENUES...........ouuii ettt ettt b e e e a b e e s bb e e sabe e e e sbb e e e e nbeeesanneeeannes $

Eliminations relating to the consolidation of internal service funds resulted in a net decrease in expenses
for the business-type activities in the statement Of ACHVILIES. ...........oiiiiiiiiiiieii e

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 ACCIUEH INTEIEST.........ciiiiiiiiii et $ (492)
Interest accreted on capital appreciation debt......... (314)
Amortization of bond issuance costs...........c.ccceeenueeee. (1,049)
Net amortization of bond premiums and discounts........ 1,746
Amortization of deferred losses on refunding of debt..... (12,030)
Net increase in compensated absences Payable..........c.cooiiiiiiiiiiiiieie s (1,509)
Increase in policy ClaIMS PAYADIE. .........ocuiiiiiie e (5,901)
Net decrease in other payables . 11,689
Total additIONAl EXPENSES. ... .eiiiiieiee ettt e st sre e e e b e e s e e s nr e e e anneeennnes
Change in net assets of governmMental ACHIVITIES. ......coc.uii i $

(85,707)

(12,484)

(7,860)

1,468,042
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State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS

June 30, 2006
(Expressed in Thousands)

ASSETS
Current assets:
Cash and cash equivalents............ccveeveeeeriiee e
INVESIMENTS. ..ot
Invested securities lending collateral............ccccovveeeviiveeninnene
Receivables, net:
ACCOUNES. ...ttt e e e e e s
Contributions..
Participants........ .
ACCIUEA INEIEST....cciiiieeiiiee e e
StUAENT ACCOUNES......uvvieiiiiie et e e
Patient @CCOUNES......ccuviieiiiie ettt
[0 F= 1 3 T o N [0 (= PR
ASSESSMENLS....coiiiiiiiiiiiiiiiiiiiiiiiiee e
Due from Federal government and other grantors..
Due from other funds...........ccceeevieeeviie e .
Due from compoNeNt UNItS.........cccuvvevrueeeriiieesnieeesiieessieee s
INVENEOTIES. ...ee it e et e ettt e ettt e et e e et e e e rare e e sbaeaeanns
Restricted assets:
Cash and cash equivalents............cccoeoiiiiiiiiiiin e,
Investments...........occvveeees
Loans receivable...

Prepaid ItemMS. .......coiieei e
Other CUIMENt @SSELS.........coveveirierrereeceere e

Total CUITENt ASSELS....cccuiieeeiiee sttt

Long-term assets:
INVESIMENTS. ...t
Receivables, net:
ACCOUNES. ...ttt e e e e e e e e e e e e e e aaaaaaaaes
CONIDULIONS. ...eoiiiiieeeie et
PartiCiPants.........coiiiiiiiie e
Loans and notes... .
Interfund receivables............ccovviiiiiie i
Restricted assets:
Cash and cash equivalents............cccoooeiviiiienie e,
INVESTMENTS. ..ciiiiiiiiieiiee e

Prepaid items................
Other long-term assets..
Deferred charges...........cccocueene .
Non-depreciable capital aSSets..........cccceevrieeeiiieeeiiiee s
Depreciable capital assets, Net.........ccccereeiiiiiieiie e

Total long-term assets...
TOtAl ASSELS...eiiitiiiiiiiiee ettt

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
554,217 $ 343,467 $ 18,442
50,933 — —
52,510 2,751 2,340
37,859 7,887 370
2,841 — _
13,991 187 23
34,850 — —
47 — 50,348
— 53,415 —
90,561 227 1,049
35,329 1 —
106,991 — —
13,632 — —
89,411 — 55,087
69 — —
381 — —
135 — —
20,535 — —
4739 - - 3
1,109,031 407,935 127,662
18,463 — —
479 — —
424 — —
649 — —
— — 55,510
176,176 — 246,582
16 — 2,374
52,706 — 522,042
20,550 — 5,461
1,179 — —
4,102 — _
1,301 — 5,662
507,739 — —
2,186,739 — 865
2970523 e 838,496
4,079,554 407,935 966,158

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

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

42,156 $ 187,027 $ 181,374 $ 1,326,683 $ 490,919

— — 59,926 110,859 —
— 32 23,802 81,435 98,836
12,003 13,225 2,344 73,688 117,769

— — 179 3,020 —

— — 8,336 8,336 —
— 349 793 15,343 3,487

— — — 34,850 —

119,682 — 30,603 150,285 —

— 77,500 — 127,895 —

— — — 53,415 —

— — — 91,837 —
1,459 — 10,194 46,983 48,549
— — — 106,991 1
11,285 — 3,631 28,548 7,928

21,877 29,960 77,138 273,473 —

— — 9,591 9,660 —

— — 89 470 —

— — 2,240 2,375 —
3,282 — 961 24,778 15,822

— — 1,902 6,644 —
211,744 308,093 413,103 2,577,568 783,311
— — 3,033 21,496 205,331
— — — 479 82

— — 100 524 —

— — 17,419 18,068 —

— 856,354 — 911,864 —
— — 39,434 39,434 38,412

162,095 — 11,793 596,646 —

43,769 — 60,536 106,695 —

— — 13,640 588,388 —

— — 558 26,569 —

— — 13,317 14,496 —

17,929 — 9,895 31,926 —
— 3,507 — 10,470 137
186,959 — 24,281 718,979 6,297
192,894 223 75,106 2,455,827 137,718
603,646 860,084 269,112 5,541,861 387,977
815,390 1,168,177 682,215 8,119,429 1,171,288

Continued on Next Page
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State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS (Continued)

June 30, 2006
(Expressed in Thousands)

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
LIABILITIES
Current liabilities:
Accounts payable.........c..cccevevreirennnnnn $ 73,734 1,193 $ —
Accrued salaries and related expenses.. " 44,014 — 435
Accrued interest payable..........occoveiiiiiiiiiec 8,350 — —
Retainages payable..........cocooiiiiiiiiiiie e 8,887 — —
Tax refunds payable..........coocvveeriieiie e — 4,760 —
Unemployment benefits payable............cccceriiiiiiiiiiiiiienes — 6,976 —
Intergovernmental payables....... . — 3,647 14
Tuition benefits payable..........cccooiiiiiiii e — — —
POlICY ClaIMS.....eiieiiiiie e — — —
Due t0 Other fUNAS.........ooiuiiiiiieie e 18,258 1,676 455
UNEArnNed rEVENUES........ccueereeeieeerieniee st 124,798 — —
[D2=T o Jo S | SO STUPRRUPUUROT 4,933 — —
Amounts held in custody for others.........ccccccveviiieviice e 3,401 — —
Securities lending collateral............c.cooviiiiiiiiiieneeee 52,510 2,751 2,340
Liabilities payable from restricted assets:
Accounts payable...........cocoiiiiiiiii 177 — —
Accrued interest payable...........cocccviiiiiiieei e — — 14,687
Bonds payable...........cooiiiiii — — 30,720
OBNEI .ttt — — 10,174
NOLES PAYADIE........eiiiiiiii e 7,480 — —
Letter of credit........cccvevveriiiic i — — —
Revenue bond anticipation notes payable. 6,855 — —
General obligation bonds payable.............. 14,785 — —
Revenue bonds payable...........ccoceiiiiiiiiiiie e 20,147 — —
Limited obligation bonds payable...........cccccoeviiviniieiiiie e, — — —
Capital leases payable..........cccooiiiiiiiiiee e 5,674 — —
Compensated absences payable..........ccccccceeeviiiiiiiicie e 43,120 — 440
Other current li@bilities ..........ccoceeiiiiiiiii e 1,756 — 330
Total current liabilities..........cocveeeiiiiii e 438,879 21,003 59,595
Long-term liabilities:
Retainages payable...........cocveeiiiiieiiiicie e 297 — —
Tuition benefits payable — — —
POlICY ClaIMS.....eiieiiiiie i — — —
Interfund PayabIes..........cooiiiiiii e 43,004 — —
Other liabilities payable from restricted assets...........cccccveuveenne — — —
NOLES PAYADIE........eiiiiiiit it 85,926 — 13,090
General obligation bonds payable. 234,729 — —
Revenue bonds payable...........ccoceiiiiiiiiiiiie e 453,254 — 630,859
Limited obligation bonds payable.. . — — —
Capital leases payable..........cccooiiiiiiiiieiee e 32,358 — —
Compensated absences payable..........cccocceeeviiiiiiieeiiieens 52,787 — 271
Other long-term liabilities..........cccooeiiiiiii e 58,089 — —
Total long-term liabilities...........ccccoevieeiiiiini e, 960,444 — 644,220
Total Habilities.....ccoiiiiiiieie e 1,399,323 21,003 703,815

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

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

41,316 $ 111,559 $ 6,807 $ 234,609 $ 7,781
14,949 — 8,508 67,906 4,181
5,288 — 1,344 14,982 812
6,949 — — 15,836 33

— — — 4,760 —

— — — 6,976 —

— — — 3,661 —

— — 12,528 12,528 —
— — 32,000 32,000 454,551
9,475 — 4,433 34,297 2,732
— — 14,199 138,997 146,761

— — — 4,933 —

— — — 3,401 —
— 32 23,802 81,435 98,836

— — 452 629 —

— 10,885 — 25,572 —

— 3,745 — 34,465 —

— — 73,162 83,336 —
1,272 — 4,725 13,477 2,879

— — 2,000 2,000 —

— — — 6,855 —

— — — 14,785 —
— — 1,020 21,167 1,320
— — — — 4,320
3,953 — 201 9,828 643
15,534 237 3,039 62,370 3,255
221 3,358 1,605 7,270 5,934
98,957 129,816 189,825 938,075 734,038

— — — 297 —

— — 189,211 189,211 —
— — 185,407 185,407 81,369
— — 13,565 56,569 5,041

— 5,909 — 5,909 —
8,124 — 127,057 234,197 12,024

— — — 234,729 —
474,865 900,988 16,754 2,476,720 20,849
— — — — 10,971
2,319 — 482 35,159 560
— — 1,174 54,232 2,837

— 1,023 1,658 60,770 —
485,308 907,920 535,308 3,533,200 133,651
584,265 1,037,736 725,133 4,471,275 867,689

Continued on Next Page
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State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS (Continued)

June 30, 2006
(Expressed in Thousands)

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
NET ASSETS
Invested in capital assets, net of related debt..............cccccveenenne $ 1,867,185 $ — $ 865
Restricted:
Expendable:
Unemployment compensation benefits — 386,932 —
Education..........cccceveiiiieniinicncee 137,131 — —
Capital PrOJECES. ....couviiiieiiie ittt 119,527 — —
DDt SEIVICE.....ei i 21,826 — 49,745
Loan programs — — 192,671
INSUIANCE PrOGraMS....c.vviuriteiieetesieetesie et sbe e neesns — — —
Nonexpendable:
EdUCALION. ...t 72,889 — —
UNFESTHCIE. ..ttt 461,673 — 19,062
Total net assets (defiCit)...cccovrrierieerieeeiee e $ 2,680,231 $ 386,932 $ 262,343

Adjustment in Higher Education Fund related to consolidation of internal service funds

Net assets of buSiNesS-type aCtiVitieS.......ccovvieveiiiiiiiiie e

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

FUNDS
Medical
University Education INTERNAL
Hospital Assistance Nonmajor SERVICE
Authority Authority Enterprise Totals FUNDS
$ 61,407 $ 223 $ 43,380 $ 1,973,060 $ 113,486
— — — 386,932 —
— — 28,417 165,548 573
— — 3,360 122,887 —
67,781 95,284 13,520 248,156 —
— 33,821 — 226,492 20,000
— — — — 215,643
— — 25,568 98,457 109
101,937 1,113 (157,163) 426,622 (46,212)
$ 231,125 $ 130,441 $ (42,918) 3,648,154 $ 303,599
................................................................................................................................ 16,136

................................................................................................................................ $ 3,664,290
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State of South Carolina

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

PROPRIETARY FUNDS

For the Fiscal Year Ended June 30, 2006
(Expressed in Thousands)

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
Operating revenues:
ASSESSIMENES ...ttt ettt bt aae e $ — $ 287,011 $ —
Charges fOr SEIVICES. .....cocuiiiiiiiiee ettt 939,887 — 9,074
CONIIDULIONS.......ooiiieciec e s — — —
Interest and other investment iINCOME...........ccocveiiiiieiiiee e, — — 41,831
Operating revenues pledged for revenue bonds...........ccccoceevvenineene 139,196 — —
Federal operating grants and contracts................ 485,532 31,386 —
State operating grants and CONractS..........ccocveerereieeiiieeniiee e 212,610 — —
Local/private operating grants and contracts. 57,254 — —
Other Operating rEVENUES. .........cocuieiiiiiiiesie et 195,313 20,070 —
Total operating reVENUES........ccoovieiiierieeie et 2,029,792 338,467 50,905
Operating expenses:
General operations and administration............c..ccvceerieenieeiieenneens 2,559,442 262 9,410
Benefits and Claims..........ooouiiiiiiiiii e — 364,829 —
Tuition plan diSbUrSEMENTS...........c.covviiiiiiiiciiee e — — —
INEEIEST. ... — — 30,888
Depreciation and amortization..............cccvcuverieeiieenee e 126,531 — 395
Scholarships and fellowships...........ccooiiiii e 158,233 — —
Other Operating EXPENSES. .......covuiiiiierrierie ettt — — 2,480
Total operating EXPENSES......uciiiiiiieriierie et 2,844,206 365,091 43,173
Operating iNCOME (I0SS)...ciuuiiiiiiiiieeiit et (814,414) (26,624) 7,732
Nonoperating revenues (expenses):
Federal and local government appropriations...........c.ccceeeevvveeeeenen. 61,930 — —
INEEIESE INCOME.....ciiiiiiiiiieee e s 30,126 14,291 —
COoNDULIONS. ....ciiiiiie e 85,138 — —
Federal grants and CONraCtS...........ccoovveeriierieeiie e 4,305 — 118,435
Local/private grants and contracts. 6,167 — —
Interest eXpense........cccceevveeneennne. (35,194) — —
Net other nonoperating revenues (expenses)... (1,673) — (107,453)
Total nonoperating revenues (EXPENSES)......ccuveeeaueeeerieeeesaeeeens 150,799 14,291 10,982
Income (loss) before other revenues, expenses,
losses, and tranSfers. ... (663,615) (12,333) 18,714
Capital CONHDULIONS.........eiiiiiie e — — —
Federal capital grants and CONracts...........ccocevevieriieiieeniieeneesee e 18,199 — —
Local/private capital grants and CONtracts............ccccoeveeeeniieeesiieenenns 55,040 — —
Additions t0 ENAOWMENLS.........eeiviiiiiiei e 19,133 — —
Extraordinary loss on early extinguishment of debt... — — (539)
TraNSTEIS IN...ieiic e 826,161 — 400
TrANSTEIS OUL.....eiiiiiiiie et (17,554) (1,214) (125)
Change in net assets.......c.ccccceeeviieeennnes 237,364 (13,547) 18,450
Net assets at beginning of year (restated).........c.cccveveveiiiiininens 2,442,867 400,479 243,893
Net assets (deficit) at end of year..........cccovveveeieciievi e $ 2,680,231 $ 386,932 $ 262,343
Adjustment in Higher Education Fund related to consolidation of internal Service fundS............oouiiiiiiiiein i e e
Change in net assets Of DUSINESS-TYPE ACTIVITIES ... ... e ettt et e e e aee e

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

FUNDS
Medical
University Education
Hospital Assistance Nonmajor
Authority Authority Enterprise Totals

$ — e — 287,011
681,348 49,544 301,595 1,981,448

— — 9,481 9,481

— 9,835 3,782 55,448

— — 2,443 141,639

— — — 516,918

— — — 212,610

— — — 57,254
16,743 5 27,228 259,359
698,091 59,384 344,529 3,521,168
638,067 29,325 231,770 3,468,276

— — 51,625 416,454

— — 38,849 38,849

— 27,671 — 58,559
21,158 302 4,613 152,999

— — — 158,233

— 4,174 202 6,856
659,225 61,472 327,059 4,300,226
38,866 (2,088) 17,470 (779,058)

— — — 61,930
1,810 — 4,056 50,283

— — 2,293 87,431

— — — 122,740

— — 215 6,382
(9,499) — (7,398) (52,091)
— 2,593 11,093 (95,440)
(7,689) 2,593 10,259 181,235
31,177 505 27,729 (597,823)

— — 2,325 2,325

— — — 18,199

— — 40 55,080

— — 823 19,956
— — — (539)

— — 2,816 829,377
(552) — (26,252) (45,697)

30,625 505 7,481 280,878

200,500 129,936 (50,399)
$ 231,125 130,441 (42,918)

12,484

293,362

INTERNAL
SERVICE

FUNDS

1,773,731
743
1,114

38,901
1,814,489

319,669
1,297,671
11

11,538

5,513

1,634,402

180,087

22,087

(2,098)
7,311
27,300

207,387
95

20,080
(24,120)
203,442
100,157
303,599




State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS

For the Fiscal Year Ended June 30, 2006
(Expressed in Thousands)

Cash flows from operating activities:
Receipts from customers, patients, and third-party payers................
ASSESSMENLS FECEIVEM. ....ciiiiiiiiiiicie e
Grants rECEIVEM. .......cceiviiieiicie e
Receipts from collection of loans and notes............cccceevieeiiiiieennns
Receipts of funds held for others..........cc.cccooiiiiii
Internal activity—payments from other funds..
Tuition plan contributions received............ccoccooiiiiiiiieniic e
Other operating cash reCeiptS.........ueviieiieriiiee e
Claims and benefits paid............cccovveiiiiiiiiiiic e
Payments to suppliers for goods and ServiCes...........cccovueveriiieeeennns
Payments to employees.............cccoovveneenennnn.
Payments for scholarships and fellowships...
Loans issued to students.............ccccceeueenee. .
Payments of funds held for others...........cccooiiin
Program 10ans iSSUEM..........ccccuuieeiiiie e e
Internal activity—payments to other funds............cccocoeiiiiiiiniicnnnns
Other operating cash Payments...........ccocovrvierieeniienie e

Net cash provided by (used in) operating activities

Cash flows from noncapital financing activities:
State, county, and local appropriations............ccceceervierieenieenee s
Federal appropriations...........eueoiiieeeiiiiee et
Funds held for Others............cccoveiiiiie e
Principal payments received from other funds...........c.cccccoeviiiennnnn.
Principal payments made to other funds
Receipt of interest from other funds........
Interest payments made to other funds..
Loans received from other funds............
Proceeds from sale of revenue bonds...........cccoccooveiiiieniiicicnnnn,
Principal payments on revenue bonds...........ccccceovieiiniiiieeeiiieeseien.
Proceeds from issuance of noncapital debt..............ccccccveriiinnennnnn.
Principal paid on noncapital debt..............ccocoiiiiiiiiiiiiii e
Interest payments on noncapital debt..
Payment of bond iSsuance COStS..........ccceeiiiiiiiiiecie e
Gifts and grants for other than capital purposes...........ccccccovevrieenne.
Federal FEVENUE...........uii ittt
Payments from Federal grants...........ccooveieiiniiiiiieiic e
Other cash receipts ................
Other cash payments ...
Transfers in................... .
TranSfErS OUL.......coeiiiiiiii s
Net cash provided by (used in)
noncapital financing activities.........ccccovveriiiiiiei e

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

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
1,132,618 $ — $ —

— 287,736 —
742,836 33,816 —
349,930 — 102,462
140,655 — —

70,156 — —
33,480 20,043 4,059
— (365,447) (690)
(973,950) — (5,307)
(1,626,647) — (5,146)
(131,761) — —
(347,326) — _
(111,776) — —
— — (142,495)
(1,229) (262) —
(723,014) (24,114) (47,117)
54,473 — —
11,331 — —
29 — —

— — 3,100

— — 113,985

— — (70,715)

(61) — (30,892)

— — (706)
147,384 — —

— — 118,435

— — (107,453)

2,532 — —
(919) (656) —
826,161 — 400
(17,554) (1,214) (125)
1,023,376 (1,870) 26,029
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State of South Carolina

FUNDS
Medical
University Education INTERNAL
Hospital Assistance Nonmajor SERVICE
Authority Authority Enterprise Totals FUNDS
$ 655,519 $ 67,164 $ 288,862 2,144,163 $ 1,307,554
— — 176,801 464,537 —
— — — 776,652 —
— 814,103 — 1,266,495 —
— — — 140,655 —
— — — 70,156 474,868
— — 8,799 8,799 —
18,210 — 39,347 115,139 47,023
— — (190,356) (556,493) (1,248,454)
(287,856) (57,753) (77,617) (1,402,483) (338,402)
(280,392) (3,213) (148,774) (2,064,172) (74,270)
— — — (131,761) —
— — — (347,326) —
— — — (111,776) —
— (945,083) — (1,087,578) —
(70,156) — — (70,156) (16,842)
— — (9,156) (10,647) (36)
35,325 (124,782) 87,906 (795,796) 151,441
— — — 54,473 —
— — — 11,331 —
— — — — 4,617
— — (1,833) (1,833) (191)
— — — — 734
- - (1,144) (1,144) —
— — — 3,100 500
— 208,300 — 322,285 —
— (48,035) — (118,750) —
— — 3,000 3,000 —
— — (3,869) (3,869) —
— (24,063) (3,814) (58,830) —
— (997) — (1,703) —
— — 3,821 151,205 —
— — — 118,435 —
— — — (107,453) —
— — 446 2,978 —
— (310) (7,020) (8,905) —
— — 2,816 829,377 20,080
(552) — (26,252) (45,697) (24,120)
(552) 134,895 (33,849) 1,148,029 1,620

Continued on Next Page
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State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS (Continued)
For the Fiscal Year Ended June 30, 2006

(Expressed in Thousands)

Cash flows from capital and related financing activities:

Capital appropriations.............ccceeeennee
Acquisition of capital assets ..............

Principal payments received from other funds...........c.ccoccoeiiiiiennnen.

Principal payments on notes payable
Principal payments on limited obligation bonds...
Proceeds from issuance of capital debt
Principal paid on capital debt and lease
Interest payments on capital debt......

Payment of agent and broker fees

Proceeds from sale or disposal of capital assets.
Capital grants and gifts received........

Net cash used in capital and related financing activities...........

Cash flows from investing activities:

Proceeds from sales and maturities of investments...............ccccuvvee.

Purchase of investments ...................
Interest and dividends on investments
Transfer of endowment funds.............

Collection of escrow payments from bOrrower.............ccocveeeiiieerennes

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

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

Cash and cash equivalents at beginning of year.........cccocccevvennnenen.

Cash and cash equivalents at end of year

Reconciliation of operating income (loss) to net cash
provided by (used in) operating activities:

Operating income (I0SS) .......cc.ceeveeineen.

Adjustments to reconcile operating income (loss)
to net cash provided by (used in) operating activities:

Depreciation and amortization .........
Provision for bad debts....................

Realized gains and losses on investments.............occoeeiieeiniieeenns

Issuance of loans and notes..............

Collection of loans and notes

Interest payments reclassified as noncapital financing activities........
Interest and dividends on investments and interfund loans................

Amounts received for payment of claims
Payment of claims............cccoceeennnen.
Other nonoperating revenues............

Other nonoperating expenses....

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

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
$ 4,035 — $ —
(330,559) — (152)
(3,864) — —
182,147 — —
(121,336) — —
(36,571) — —
(1) — —
854 — —
28,886 — —
(276,409) — (152)
58,086 — 1,998
(74,658) — —
19,428 14,369 9,343
(9,848) — —
(6,992) 14,369 11,341
16,961 (11,615) (9,899)
802,843 355,082 330,010
$ 819,804 343,467 $ 320,111
$ (814,414) (26,624) $ 7,732
126,531 — 395
©)) — —
— — 7
_ — (142,495)
— — 67,037
— — 30,888
— — (9,194)
988 1 (1,483)
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State of Sout