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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
South Carolina Student Loan Corporation
Columbia, South Carolina

We have audited the accompanying statement of financial position of South Carolina Student Loan Corporation
as of June 30, 2008, and the related statements of activities and cash flows for the year then ended. These
financial statements are the responsibility of the Corporation's management. Our responsibility is to express an
opinion on these financial statements based on our audit. The prior year's summarized comparative information
has been derived from the 2007 financial statements and, in our report dated September 24, 2007, we expressed
an unqualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to 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. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
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 provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of South Carolina Student Loan Corporation as of June 30, 2008 and the changes in its net assets and
its cash flows 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 a report dated September 24, 2008 on
our consideration of the Corporation’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 considered in assessing the results of our audit.

Our audit was made for the purpose of forming an opinion on the financial statements of South Carolina Student
Loan Corporation, taken as a whole. The accompanying supplementary information on pages 20 - 27 is
presented for purposes of additional analysis and is not a required part of the basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by the U.S. Office of Management and Budget Circular A-133, “Audits of States, Local Governments and
Non-Profit Organizations”, and is not a required part of the basic financial statements. Such information 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.

Davuck. , Babba « Math, L P

Columbia, South Carolina
September 24, 2008

Member: American Institute of Certified Public Accountants / South Carolina Association of Certified Public Accountants
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SOUTH CAROLINA STUDENT LOAN CORPORATION
YEAR ENDED JUNE 30, 2008

Notes to Financial Statements

Note 10. Employee Benefit Plans (Continued)

The accumulated benefit obligations for the defined benefit pension plan and the post-retirement healthcare plan
were $ 7,074,124 and $ 3,291,834, respectively, at June 30, 2008.

Defined Benefit Pension Plan assets include life insurance policies and mutual funds. There are no equity
securities, debt securities or real estate in pension plan assets.

The Corporation's target asset allocation as of June 30, 2008, by asset category, is as follows:

Asset Category

Equity securities 0%
Debt securities 0%
Real estate 0%
Other 100%

The Corporation's investment policy includes various guidelines and procedures designed to ensure assets are
invested in a manner necessary to meet expected future benefits earned by participants. The investment
guidelines consider a broad range of economic conditions. Central to the policy are target allocation ranges
(shown above) by major asset categories.

The objectives of the target allocations are to maintain investment portfolios that diversify risk through prudent
asset allocation parameters, achieve asset returns that meet or exceed the plan's actuarial assumptions and
achieve asset returns that are competitive with like institutions employing similar investment strategies.

The investment policy is periodically reviewed by the Corporation and a designated third-party fiduciary for
investment matters. The policy is established and administered in a manner that is compliant at all times with
applicable government regulations.

Subsequent to year-end, the credit and liquidity crisis in the United States and throughout the global financial
system has resulted in substantial volatility in the financial markets and the banking system. These and other
economic events have had a significant adverse impact on investment portfolios. As a result, the Plan's
investments have likely incurred a significant decline in fair value since June 30, 2008.

The Corporation expects to contribute $ 600,000 to its pension plan and $ 67,000 to its postretirement benefit plan
in 2009.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid:

Pension Benefits Postretirement Benefits

2009 $ 284,100 $ 67,000
2010 310,600 79,000
2011 327,400 84,000
2012 348,500 93,000
2013 392,400 101,000
Year 2014-2018 922,100 770,000
Note 11. Rental Property and Operating Leases

The Corporation owns an office building and occupies approximately 68.5% of the building. The Corporation
currently leases office space to five (5) tenants as of June 30, 2008. Certain lease expense is allocated to the
Authority based on space occupied. The building has lease agreements of varying duration. Future minimum
lease payments are by year as follows: $ 104,917 in 2009; $ 23,862 in 2010; and $ 1,950 in 2011.



SOUTH CAROLINA STUDENT LOAN CORPORATION
YEAR ENDED JUNE 30, 2008

Notes to Financial Statements

Note 12. Disclosures About Fair Value of Financial Instruments

The following methods and assumptions were used to estimate the fair value of the Corporation's financial
instruments. Cash and cash equivalents' carrying amounts approximate fair value because of the short maturity of
those instruments. Student loan receivables' carrying value approximates fair value based on similar investments'
guoted market prices. The carrying value of finance loans also approximates fair value based on the prices for the
same or similar debt issues and on the current rates offered to the Corporation for debt of the same remaining
maturities with similar collateral requirements.

The Corporation intends to carry its investments and receivables to maturity. The Corporation also intends to carry
to maturity the finance loans with the South Carolina State Education Assistance Authority.

Note 13. Assets Released from Restrictions

Net assets during the year ended June 30, 2008 were released from restrictions by incurring expenses satisfying
the restricted purposes and by occurrence of other events specified as follows:

Personnel $ 335,445
Contractual services 27,261
General operating 46,343
Interest on debt 93,070,593
TLP cancellations 9,283,090
State recall of funds 500,000
Amortization of deferred cost of bond issuance 789,351
Payment to SC State Education Assistance Authority for student loan income 52,282,816
Loan fees 19,193,667
Reinsurance expense 355,388
Borrowers incentives 14,134,725
Broker dealer fees 1,135,315
Loan loss expense 5,661,792
Other 891,024

Total expenses 197,706,810
Employee benefits — related changes other than net periodic pension cost (90,728)
Transfers to the 04 Resolution for operations (9,739)
Transfers to tax exempt bonds for operations (21,084)
Transfer to 08 resolution for operations (3,358,617)
Transfer to Warehouse financing for operations (771,094)
Transfers from taxable bonds for loan servicing 56,871,135

Total $ 250,326,683
Note 14. Reclassifications

Certain reclassifications were made on 2007 amounts on the statement of financial position and the statement
of activities for comparability to 2008 with no effect on the change in net assets.

Note 15. Board Designated Net Assets

During fiscal year 2006, the board designated $ 100,000 to establish the Mackie Scholarship Fund to award
scholarships to employees or family members of employees. In fiscal year 2007, the board designated

$ 2,000,000 for scholarships for South Carolina residents attending one of the state’s public colleges or
Universities.
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SOUTH CAROLINA STUDENT LOAN CORPORATION
SCHEDULE OF PROPERTY AND EQUIPMENT

YEAR ENDED JUNE 30, 2008

Accumulated Disposals Accumulated
Depreciation Depreciation and Depreciation
Description and Rate Cost 6/30/07 Expense Transfers 6/30/08
General Operating
Land $ 565,000 $ - $ - $ - $ -
Building 2,431,329 201,996 62,341 - 264,337
Furniture and Fixtures
Computer equipment 1,126,339 1,205,234 103,607 477,666 831,175
Other office machines 388,707 221,558 49,959 - 271,517
Telephone equipment 314,356 185,057 62,871 - 247,928
Miscellaneous 90,256 84,890 5,366 - 90,256
Total furniture and fixtures 1,919,658 1,696,739 221,803 477,666 1,440,876
Automobiles
2004 Buick LeSabre 20,215 20,214 - - 20,214
2008 Buick Lucerne 33,015 - 8,256 - 8,256
2005 Buick LeSabre 20,333 9,037 6,778 - 15,815
Total automobiles 73,563 29,251 15,034 - 44,285
Grand total $ 4,989,550 $ 1,927,986 $ 299,178 $477,666 $ 1,749,498
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SOUTH CAROLINA STUDENT LOAN CORPORATION
SCHEDULE OF ORGANIZATIONAL DATA
YEAR ENDED JUNE 30, 2008

Incorporated November 15, 1973 under the Laws of the State of South Carolina. Began operations
October 14, 1974. Offices located at Suite 210, Interstate Center, Columbia, South Carolina.

BOARD OF DIRECTORS OF THE CORPORATION

Name Office Term Expires 6/30
William G. McMaster Chairman 2009
Robert R. Hill, Jr. Vice Chairman 2009
J. Edward Norris, Il Treasurer 2010
Charlie C. Sanders, Jr. Secretary, President & CEO 2010
Dr. Julia Boyd 2011
R. Jason Caskey, CPA 2011
Neil E. Grayson, Esq. 2011
Fredrick T. Himmelein, Esq. 2010
J. Thornton Kirby, Esq. 2011
William M. Mackie, Jr. 2010

Jeffrey R. Scott 2009



SOUTH CAROLINA STUDENT LOAN CORPORATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2008

Federal Grantor/ CFDA
Program Title Number

U.S. Department of Education Programs
Higher education act insured loans contract
Federal family education loan programs
Special allowances 84.032
Subsidized interest 84.032
Total U.S. Department of Education
programs (major program)

Summary of Significant Accounting Policies

Amount of
Grant Expenses

$ 19,280,852
38,111,365

$ 57,392,217

This schedule is presented on the accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. The financial activity shown in this schedule reflects
amounts recorded by the Corporation during its fiscal year July 1, 2007 through June 30, 2008.

28
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CERTIFIED PUBLIC ACCOUNTANTS A. David Masters, CPA

Charles R. Statler, Jr., CPA

Alan F. Grimsley, CPA

Hugh R. Penny, CPA, CISA, CBA

508 Hampton Street, 1st Floor = Post Office Box 36
Columbia, South Carolina 29202-0036

i - 5 L - H. Warren Counts, Jr., CPA
. gg. ™ - . 0.
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RSM McGladrey Network
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
South Carolina Student Loan Corporation
Columbia, South Carolina

We have audited the financial statements of the South Carolina Student Loan Corporation as of and for the year
ended June 30, 2008, and have issued our report thereon dated September 24, 2008. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the South Carolina Student Loan Corporation’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the South
Carolina Student Loan Corporation’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the South Carolina Student Loan Corporation’s internal control over financial
reporting

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity's
ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the entity's financial
statements that is more than inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the South Carolina Student Loan Corporation’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards.

This report is intended solely for the information of the management, Board of Directors and the U.S. Department of
Education and is not intended to be and should not be used by anyone other than those specified parties.

Davuck. , Mahba « Math, L P

September 24, 2008

Member: American Institute of Certified Public Accountants / South Carolina Association of Certified Public Accountants
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

To the Board of Directors
South Carolina Student Loan Corporation
Columbia, South Carolina

Compliance

We have audited the compliance of the South Carolina Student Loan Corporation with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to its major federal programs for the year ended June 30, 2008. The South
Carolina Student Loan Corporation’s major federal program is identified in the summary of auditor’s results section
of the accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of the South
Carolina Student Loan Corporation’s management. Our responsibility is to express an opinion on the South
Carolina Student Loan Corporation’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the
audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about the South Carolina Student Loan Corporation’s compliance
with those requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the South Carolina Student Loan Corporation’s compliance with those requirements.

In our opinion, the South Carolina Student Loan Corporation complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the year
ended June 30, 2008.

Internal Control Over Compliance

The management of the South Carolina Student Loan Corporation is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered the South Carolina Student Loan
Corporation’s internal control over compliance with requirements that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance but, not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of South Carolina Student Loan
Corporation’s internal control over compliance.

A control deficiency in an entity's internal control over compliance exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to prevent
or detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity's
ability to administer a federal program such that there is more than a remote likelihood that noncompliance with a
type of compliance requirement of a federal program that is more than inconsequential will not be prevented or
detected by the entity's internal control.

Member: American Institute of Certified Public Accountants / South Carolina Association of Certified Public Accountants
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To the Board of Directors
South Carolina Student Loan Corporation
Columbia, South Carolina

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that material noncompliance with a type of compliance requirement of a federal program will not
be prevented or detected by any entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the management, Board of Directors and the U.S.
Department of Education and is not intended to be and should not be used by anyone other than those specified
parties.

Davuck. , Babba « Math, L P

September 24, 2008
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SOUTH CAROLINA STUDENT LOAN CORPORATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2008

1. Summary of Auditor’s Results:

(1) Type of report issued on financial statements
(i) Material weaknesses in internal

control over financial reporting
(iii) Significant deficiencies not considered to be

material weaknesses in internal control over

financial reporting
(iv) Noncompliance material to the financial

statements
(V) Material weaknesses in internal control over

major programs
(vi) Significant deficiencies not considered to be

material weaknesses in internal control over

major programs
(vii)  Type of report issued on compliance for major

programs
(viii)  Audit findings required to be reported under

paragraph .510(a) OMB 133
(ix) Identification of major programs:

U.S. Department of Education
Higher education act insured loan programs

Unqualified

None ldentified

None ldentified
None Noted

None |dentified

None Ildentified
Unqualified

None Disclosed

Federal family education loan program CEDA# Expenditure
Special allowances 84.032 $ 19,280,852
Subsidized interest 84.032 38,111,365
Total federal family education loan
program (major program) $ 57,392,217
) Dollar threshold used to distinguish between Type A
and Type B programs $ 1,721,766
(xi) South Carolina Student Loan Corporation qualifies as
a low risk auditee under paragraph .530 OMB 133 Yes

2. Findings related to the financial statements which are required
to be reported in accordance with GAGAS

3. Findings and questioned costs for Federal awards including
audit findings as defined in paragraph .510(a) OMB 133

0] Audit findings (e.g., internal control findings, compliance
findings, questioned costs, or fraud)
(i) Audit findings which relate to both the financial

statements and Federal awards

None Reported

None Reported

None Reported
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SOUTH CAROLINA STUDENT LOAN CORPORATION
SCHEDULE OF SUMMARY OF PRIOR YEAR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2008

There are no prior audit findings and questioned costs relative to Federal Awards.
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SOUTH CAROLINA STUDENT LOAN CORPORATION
SCHEDULE OF CORRECTIVE ACTION PLAN
YEAR ENDED JUNE 30, 2008

There is no corrective action plan required since there are no prior audit findings and questioned costs
relative to Federal Awards.
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