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elliott davis

Independent Auditor's Report

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

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying consolidated financial statements of South Carolina Student Loan Corporation
(the “Corporation”), which comprise the consolidated statement of financial position as of June 30, 2023, the related
consolidated statements of activities, functional expenses and cash flows for the year then ended, and the related
notes to the consolidated financial statements (collectively, the “financial statements”).

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects,
the financial position of South Carolina Student Loan Corporation as of June 30, 2023, and the changes in its net
assets and its cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(GAAS) and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States (Government Auditing Standards). Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section
of our report. We are required to be independent of the Corporation and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Corporation's ability to continue as a going
concern for twelve months beyond the financial statement date, including any currently known information that
may raise substantial doubt shortly thereafter.

elliottdavis.com



Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will always
detect a material misstatement when it exists.

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal contro! relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Corporation's internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Corporation's ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Report on Summarized Comparative Information

We have previously audited South Carolina Student Loan Corporation’s 2022 financial statements, and we
expressed an unmodified opinion on those audited financial statements in our report dated September 30, 2022.
In our opinion, the summarized comparative information presented herein as of and for the year ended June 30,
2022 is consistent, in all material respects, with the audited financial statements from which it has been derived.



Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
consolidated schedules by fund and the schedule of expenditures of federal awards, as required by Title 2 U.S. Code
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards are presented for purposes of additional analysis and are not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 30, 2023,
on our consideration of the Corporation’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, 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 internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Corporation’s internal control over financial reporting and compliance.

Z%@W, .

Columbia, South Carolina
September 28, 2023



South Carolina Student Loan Corporation

Consolidated Statement of Financial Position
For the year ended June 30, 2023 (with comparative amounts for 2022)

With Restrictions Totals
Without Total with
e Bond Funds  Teacher Funds . 2023 2022
Restrictions Restrictions
Assets
Current Assets
Cash & Cash Equivalents S 6,522,096 $ 32,018,580 $ 27,273,486 S 59,292,066 S 65,814,162 S 90,685,273
Investments 92,052,872 - - - 92,052,872 103,767,299
Student Loans Receivable 21,527,941 88,264,562 - 88,264,562 109,792,503 165,644,075
Teacher Loans Receivable - - 6,285,870 6,285,870 6,285,870 2,119,453
interest Due From Borrowers 5,200,040 28,408,127 3,562,812 31,971,939 37,171,979 41,905,080
Accounts Receivable 1,007,902 2,887,805 33,739 2,921,544 3,929,446 2,531,354
Accrued Investment Income - 86,171 - 86,171 86,171 30,578
Prepaid Expenses 911,607 30,801 - 30,801 942,408 868,147
Total Current Assets 127,222,458 151,697,046 37,155,907 188,852,953 316,075,411 407,551,259
Non-Current Assets
Student Loans Receivable, Net of Allowances 110,257,155 487,957,620 = 487,957,620 598,214,775 691,937,072
Teacher Loans Receivabie, Net of Allowances - - 25,080,149 25,080,145 25,080,149 30,020,540
Investments 166,770,682 - - - 166,770,682 154,505,455
Overfunded Defined Benefit Plan 2,131,927 - - - 2,131,927 1,790,179
Residual Trust Agreement 20,942,464 (20,942,464) - (20,942,464) - -
Property & Equipment, Net 1,129,396 - - - 1,129,996 903,171
Right to Use Asset 1,596,506 = - - 1,536,506 82,127
Total Non-Current Assets 302,828,730 467,015,156 25,080,149 492,095,305 794,924,035 879,238,544
Total Assets $ 430,051,188 § 618,712,202 $§ 62,236,056 S 680,948,258 $1,110,999,446 S  1,286,789,803
Liabilities and Net Assets
Liabilities
Current Liabilities
Bonds Payable S - S 104,370,834 S - S 104,370,834 $ 104,370,834 S 173,082,617
Interest Payable - 2,343,599 - 2,343,599 2,343,599 1,398,258
Accounts Payable and Accrued Expenses 2,442,050 212,892 2,773,813 2,986,705 5,428,755 3,654,293
Unearned Revenue 22,397 - - - 22,397 60,896
Due to U.S. Depariment of Education - - - - - 2,464,103
Current Lease Liability 231,682 - - - 231,632 82,127
Total Current Liabilities 2,696,129 106,927,325 2,773,813 109,701,138 112,397,267 180,742,294
Non-Current Liabilities
Bonds Payable - 301,312,441 - 301,312,441 301,312,441 433,274,940
Refundable Advance = 39,835,008 - 39,835,008 39,835,008 39,835,008
Payable to the State of SC- TLP N = 59,462,243 58,462,243 59,462,243 57,645,703
Non-Current Lease Liability 1,480,479 - N - 1,480,478 -
Total Non-Current Liabilities 1,480,479 341,147,449 59,462,243 400,609,692 402,090,171 530,755,651
Total Liahilities 4,176,608 448,074,774 62,236,056 510,310,830 514,487,438 711,497,945
Net Assets
Net Assets without Restrictions 425,874,580 = 2 - 425,874,580 338,953,112
Net Assets with Restrictions - 170,637,428 - 170,637,428 170,637,428 236,338,746
Total Net Assets 425,874,580 170,637,428 - 170,637,428 596,512,008 575,291,858
Total Liahilities and Net Assets $ 430,051,188 $ 618,712,202 $ 62,236,056 $ 680,948,258 $1,110,999,446 $  1,286,789,803

See Notes to Consolidated Financial Statements
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South Carolina Student Loan Corporation

Consolidated Statement of Activities

For the year ended June 30, 2023 (with comparative amounts for 2022)

Operating Revenue
Subsidized Interest
Special Allowance
Unsubsidized Interest
Other Student Loan Income
Miscellaneous Income
Fees for Services
Assets Released form Restrictions
Total Operating Revenue

Operating Expenses
Personnel
Contractual Services
General Operating Expenses
Interest on Debt
Bond Trust Operating Fees
Payments per Loan Agreement
Loan Fees
Borrower Benefits
Reinsurance Expense
Loan Loss Reserve Expense

Total Operating Expenses

Non-Operating Revenue (Expense)
Non-Recurring gains/(losses)
Investment Income, Net of Fees

Total Non-Operating Revenue (Expense)

BEGINNING NET ASSETS

CHANGES IN NET ASSETS

ENDING NET ASSETS

Totals
Without with
. . 2023 2022
Restrictions Restrictions

S 213,998 S 1,195,021 S 1,409,019 S 1,902,223
1,158,143 4,866,381 6,024,524 (15,254,703)

6,097,347 38,277,255 44,374,602 47,568,294

112,159 825,810 937,969 651,244

501,087 - 501,087 588,223

77,505,567 (77,505,567) - i

85,588,301 (32,341,100) 53,247,201 35,455,281

3,978,801 - 3,978,801 3,708,345

3,664,270 289,144 3,953,414 3,991,766

3,633,608 - 3,633,608 2,577,456

- 26,203,923 26,203,923 13,410,042

436 224,289 224,725 238,019

- - - 1,750,628

123,339 2,531,272 2,654,611 3,540,620
125,459 1,653,352 1,778,811 2,362,617

66,550 480,376 546,926 521,582

1,088,761 3,471,982 4,560,743 2,706,274

12,681,224 34,854,338 47,535,562 34,807,349
3,000 - 3,000 (1,060,225)
14,011,391 1,494,120 15,505,511 (29,132,499)
14,014,391 1,494,120 15,508,511 (30,192,724)

338,953,112 236,338,746 575,291,858 604,836,650
86,921,468 (65,701,318) 21,220,150 (29,544,792)

$ 425,874,580

$ 170,637,428

$ 596,512,008

$ 575,291,858

See Notes to Consolidated Financial Statements

5|Page



South Carolina Student Loan Corporation
Consolidated Statement of Functional Expenses

For the year ended June 30, 2023 (with comparative amounts for 2022)

Support
Program Expenses Services Totals
Management
Private Loans Federal Loans and General 2023 2022
Operating Expenses
Personnel
Salaries & Wages S 2,789,774 S 348,722 S 348,722 S 3,487,218 S 3,218,841
Benefits & Taxes 393,267 49,158 49,158 491,583 489,504
Total Personnel 3,183,041 397,880 357,880 3,978,801 3,708,345
Contractual Services
Information Technology 893,566 111,696 111,696 1,116,958 1,115,947
Loan Servicing & Originations 1,127,266 1,258,110 - 2,385,376 2,599,577
Legal & Professional 360,864 45,108 45,108 451,080 276,242
Total Contractual Services 2,381,696 1,414,914 156,804 3,953,414 3,991,766
General Operating Expenses
General Office Expenses 451,952 56,494 56,494 564,940 486,982
Memberships, Training, & Travel 144,661 18,083 18,083 180,827 161,987
Meetings & Conferences 200,800 25,100 25,100 251,000 207,235
Marketing & Outreach 861,310 107,664 107,664 1,076,638 544,088
Grants & Awards 720,000 90,000 90,000 900,000 749,952
Depretiation 528,163 66,020 66,020 660,203 427,212
Total General Operating Expenses 2,506,836 363,361 363,361 3,633,608 2,577,456
Student Loan and Bond Expenses
Interest on Debt 6,579,556 19,624,367 - 26,203,923 13,410,042
Bond Trust Operating Fees 43,393 181,332 - 224,725 238,019
Payments per Loan Agreement - - - = 1,750,628
USDE Consolidation Loan Fees - 2,654,611 - 2,654,611 3,540,620
Borrower Benefits 195,815 1,582,996 - 1,778,811 2,362,617
Reinsurance expense - 546,926 - 546,926 521,582
Loan Loss Reserve Expense 4,562,581 {1,838} - 4,560,743 2,706,274
Total Student Loan and Bond Expenses 11,381,345 24,588,394 - 35,969,739 24,529,782
Total Functional Expenses S 19,852,968 S 26,764,549 S 918,045 S 47,535,562 S 34,807,349

See Notes to Consolidated Financial Statements
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South Carolina Student Loan Corporation
Consolidated Statement of Cash Flows

For the year ended June 30, 2023 (with comparative amounts for 2022)

With Restrictions Totals

Without Totalwith
sie otal
Restrictions Bond Funds  Teacher Funds < VYI 2023 2022
Restrictions

Cash flows from operating activities
Changes in net assets $ 86,921,468 S (65,701,318) S - $(65,701,318) S 21,220,150 S (29,544,792)
Adjustments to reconcile changes in net assets to cash
provided by (used for) operating activities:

Depreciation 660,203 - - - 660,203 476,472
Loss on sale of building - - - - - 832,691
Unrealized (gain) loss on investments (10,656,143) - - - (10,656,143) 35,370,566
Amortization of bond discounts and bond issuance costs - 3,027,725 - 3,027,725 3,027,725 2,671,244
Loan loss reserve expense 1,088,761 3,471,982 - 3,471,982 4,560,743 2,706,274
Non-cash operating lease expense 152,187 - - - 152,187 -
Changes in operating assets and liabilities:
Accounts receivable (497,467) (897,506) (3,122) (900,628) (1,398,095) (626,489)
Interest due from borrowers (4,076,911) 8,760,766 49,244 8,810,010 4,733,099 3,321,272
Prepaid expenses (95,096) 20,837 - 20,837 (74,259) (407,019)
Defined benefit plan (341,748) - - - (341,748) (146,383)
Accrued investment income - (55,592) - (55,592) (55,592) (30,063)
Accounts payable and accrued expenses 1,040,152 1,128,924 550,727 1,679,651 2,719,803 566,878
Unearnad Revenue (38,499) - - - (38,43%9) (186,479)
Due to the United States Department of Education (37,661) (2,426,443) - (2,426,443) (2,464,104) (1,913,734)
Lease Liability (36,533) - - - (36,533) -
Payable to the State of South Carolina - - 1,816,541 1,816,541 1,816,541 806,024
Net cash provided by (used for) operating activities 74,082,713 (52,670,625) 2,413,390 (50,257,235) 23,825,478 13,916,472

Cash flows from investing activities

Proceeds from sale of property and equipment 3,000 - - - 3,000 2,760,000
Purchases of property and equipment (890,028) - - - (890,028) (326,596)
Net changes in student loan receivable (83,601,456) 228,614,586 - 228,614,586 145,013,130 137,670,321
Net changes in teacher loan receivable - - 773,974 773,974 773,974 (146,968)
Net changes in investments 10,105,343 = = = 10,105,343 9,175,933

Net cash provided by (used for) investing activities (74,383,141) 228,614,586 773,974 229,388,560 155,005,419 145,132,230

Cash flows from financing activities

Net changes in notes payable-finance loans - - - - - (13,168,984
Payments on bonds payable - (203,702,008) - (203,702,008)  (203,702,008) (136,519,152)
Net cash provided by {used for) financing activities - (203,702,008) - (203,702,008) _ (203,702,008) (149,688,136)

Net increase (decrease) in cash and cash equivalents (300,428) (27,758,047) 3,187,364 (24,570,683) (24,871,111) 13,360,626

Cash and Cash equivalents
Beginning 6,822,524 59,776,627 24,086,122 83,862,749 90,685,273 77,324,647
Ending $ 6,522,096 S 32,018,580 S 27,273,486 S 59,292,066 S 65,814,162 S 90,685,273

Supplemental disclosure of cash flow infermation
Cash payments for interest $ - $(23,176,198) $ - $(23,176,198) $(23,176,198) S (10,732,521)

See Notes to Consolidated Financial Statements
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South Carolina Student Loan Corporation

Notes to Consolidated Financials
For the year ended June 30, 2023

Notes to Consolidated Financial Statements

Note 1. Description of the Organization

REPORTING ENTITY

The South Carolina Student Loan Corporation {the “Corporation”) was incorporated on November 15,1973,
under the Laws of the State of South Carolina. Its corporate goal is to receive, disburse and administer
funds exclusively for educational purposes without pecuniary gain or profit to its members and to aid in
the fulfiliment of the desire and direction of the people of South Carolina in making loans available to
students and parents of students to attend eligible post-secondary institutions. Funds from various
sources are administered by the Corporation to achieve this goal.

During the fiscal year ended June 30, 2019, the Corporation’s Board of Directors established Power:Ed as
an arm of the Corporation to assist in fulfilling some of the Corporation’s philanthropic initiatives within
its mission.

Effective September 10, 2015, Palmetto Investment Holdings, Inc. (“PIHI”), a South Carolina Corporation
{C-Corp) was organized as a wholly owned subsidiary of the Corporation. PIHI was established as a holding
company for a for-profit venture of the Corporation. Also, effective September 10, 2015, SC3 Solutions,
LLC (“SC3”) was formed under the Laws of the State of South Carolina as a wholly owned subsidiary of PIHI,
SC3 operated as a call and customer contact center with a client base within the healthcare industry. The
activities and positions of PIHI and SC3 have been apart of the Corporation’s consolidated corporate
structure since inception. On August 12, 2021, PIHI and SC3 filed for dissolution with the Secretary of State
of South Carolina and the dissolution was made effective on August 13, 2021,

On April 1, 2011, the Corporation formed EdVantage Corporation (“EdVantage”), which is a controlled
affiliate of the Corporation for the purpose of providing debt collector services. EdVantage is a part of the
Corporation’s consolidated financial statements, however, the activities of EdVantage are not currently
active,

OVERALL OPERATING ARRANGEMENTS

The Corporation’s primary source of operating revenues derive from providing financial assistance to
qualified borrowers for postsecondary education through the issuance of student loans. Since its inception
the Corporation served as the State of South Carolina’s Eligible Lender under the Federal Family
Educational Program (“FFELP”) and its predecessors until the FFELP was discontinued in 2010, Since July
1, 2010, all federal loan programs have been originated under the Federal Direct Loan Program. Unlike
FFELP, which relied on a network of both private for-profit and nonprofit lenders like the Corporation as
well as state and local governmental and quasi-governmental lenders for the origination and funding of
foans, the Federal Direct Loan program utilizes direct federal lending of student loans through
participating educational institutions. The Corporation does, however, continue to serve as the eligible
holder of the previously originated FFELP loans and still owns and administers a portfolio of various FFELP
Stafford (subsidized and unsubsidized), Supplemental Loans for Students (“SLS”), PLUS (parent and
graduate student), and Consolidation Loans whose revenues derive in the form of fees and interest which
can be subsidized or unsubsidized.
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South Carolina Student Loan Coi’poration

Notes to Consolidated Financiadls
For the year ended June 30, 2023

Note 1. Description of the Organization, cont.

Currently the Corporation serves its mission through the issuance of private (non-federal) unguaranteed
student, parent, and refinance loans. The Corporation has used and continues to use several sources of
funding to fund both FFELP and private loans. One of these sources is through the issuance of tax-exempt
bonds issued through a conduit tax-exempt debt issuer such as the South Carolina State Education
Assistance Authority (the “Authority”) which is a body politic and a corporate public instrumentality of
the State of South Carolina. The Authority was created to facilitate the functions to provide and guarantee
financing for education loans for students and parents. The Corporation and the Authority have entered
into various contractual agreements over the years for the financing of educational loans. In each
agreement the Authority has agreed to lend bond proceeds to the Corporation to make or acquire
educational loans and the Corporation has secured these agreements by signing a finance note or
promissory note to pay or fulfill an obligation in return. As of June 30, 2023, there were no outstanding
finance notes between the Authority and the Corporation.

The Corporation also provides certain contractual services to administer various student loan programs,
including but not limited to the South Carolina Teachers Loan Program on behalf of the State Department
of Education, and is paid a fee for those services. In addition to administering student loan programs, the
Corporation also provides certain contractual services such as accounting and administrative functions on
behalf of the Authority. In all cases the Corporation charges and receives a fee for these services.

The Corporation outsources the servicing functions of all FFELP, private, and teacher loan programs. Since
2016, the Corporation has engaged in contractual arrangements with National Education Loan Network
{“Nelnet”) to perform servicing functions on behalf of the FFELP loans owned and/or administered by the
Corporation. Servicing of the Corporation’s private loans have been outsourced to Firstmark Services, a
division of Nelnet, since January 13, 2017. On February 16, 2019, the Corporation outsourced certain
servicing functions of the teacher loan program. The Corporation continues to originate and administer
its private loan programs as well as providing these services to others on a contractual basis such as the
teacher loan program.

LOAN PROGRAMS

FEDERAL FAMILY EDUCATION LOANS AND FEDERAL REINSURANCE LOANS

The FFELP, formally known as the Guaranteed Student Loan Program was established under the Higher
education Act of 1965, as amended (the “Higher Education Act”) in an effort to assure access of students
and their parents to loans for postsecondary education. The FFELP loans are owned by private entities but
insured (guaranteed} by the federal government. The FFELP loans have both fixed and variable interest
rates established by statute and the eligibility criteria as well as the repayment terms that are dependent
upon the loan type established under the FFELP,
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South Carolina Student Loan Corporation

Notes to Consolidated Financials
For the year ended June 30, 2023

Note 1. Description of the Organization, cont.

Most outstanding FFELP loans first disbursed before July 1, 2006, have variable interest rates. These
variable interest rates can change year to year (from July 1 of one year through June 30 of the following
year) and are reset using either the bond equivalent rate of the 91- day Treasury Bill, determined at the
final auction held prior to the preceding June 1, or the weekly average of the one- year constant maturity
Treasury yield as published for the last calendar week ending on or before June 26 of each year, plus 1.70%
to 3.10% with a cap on the rate of 8.25% to 12.00%. FFELP loans made after July 1, 2006 have fixed interest
rates that range from 5.60% to 8.50% based on loan time and first disbursement date. A full listing of this
schedule can be found on the United States Department of Education (“USDE”) website for Federal
Student aid.

The repayment period for these loans is five to thirty years with a minimum payment of $360 or $600 per
year, except in the case of income-based repayment plans. Repayment of principal may be scheduled to
begin within sixty days of final disbursement or six to ten months after the student graduates or ceases
to be enrolled on at least a half-time basis in an eligible institution. Certain borrowers may elect an
income-based repayment plan, which can result in a payment amount less than is required to fully pay
principal on the loan. After twenty-five years in the income-based repayment plan, any remaining debt is
discharged.

The USDE insures loans against death or disability at 100% and default up to 100% for loans made prior
to October 1, 1993; up to 98% for loans made on or after October 1, 1993, but on or before June 30, 2006;
and 97% for loans made on or after July 1, 2006. Total loans insured at June 30, 2023 are $486,599,641,

Loans may or may not be subsidized. Interest is paid on subsidized loans during the enrolled, grace and
deferred periods by the USDE. Upon entering the repayment period, the interest is paid by the borrower.

Special allowance was instituted to ensure the interest rate and other limitations of the Higher Education
Act, in the context of the market conditions, would not adversely affect access to student loans or cause
the rate of return on student loans to be less than equitable. For loans disbursed prior to April 1, 2006,
lenders are entitled to retain interest income in excess of the special allowance support level in instances
when the loan rate exceeds the special allowance support level. However, lenders are not allowed to
retain interest income in excess of the special allowance support level on loans disbursed on or after April
1, 2006 and are required to rebate any such excess interest to the federal government on a quarterly
basis. This modification effectively limits lenders' returns to the special allowance support level. For the
year ended June 30, 2023, the Corporation received $6,024,524 of net special allowance support
payments from the USDE, The Corporation’s FFELP subsidized interest earnings and special allowances
can be found in the revenue section of the Corporation’s Statement of Activities.

Consolidation loans under FFELP are subject to a rebate fee paid by the lender and is calculated annually
by the Secretary at USDE. Lenders are required to pay these fees monthly based upon month-end balances
of lender held consolidation loans. The rebate fees paid by the Corporation for FFELP Consolidation loans
can be found in the operating expenses as “Loan fees” in the Corporation’s Statement of Activities.
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South Carolina Student Loan Corporation

Notes to Consolidated Financials
For the year ended June 30, 2023

Note 1. Description of the Organization, cont.

The origination fee for Stafford loans was 3% for loans first disbursed on or before June 30, 2006. It
decreased to 2% on July 1, 2006; to 1.50% on July 1, 2007; 1% on July 1, 2008; and 0.50% on July 1, 2009.
The origination fee for Stafford loans was eliminated as of July 1, 2010. The origination fee for PLUS loans
remained at 3% through June 30, 2010. This fee is no longer paid/received after July 1, 2010, due to the
Corporation no longer originating FFELP |oans.

TEACHER LOAN PROGRAMS (ADMINISTERED BY THE CORPORATION)

During the fiscal year ended June 30, 1985, the Corporation began administering the South Carolina
Teachers Loan Program ("TLP"). The TLP is a part of the Education Improvement Act of 1984 (the "Act")
passed by the South Carolina General Assembly. The Corporation was named in the Act as the
administrator of this forgivable loan program. The intent of the program is to attract, through financial
assistance, talented individuals and to encourage them to enter teaching in areas of critical need within
the State of South Carolina. To further the mission of this program, the Department of Education
subsequently created two other Teacher Loan initiative programs, the Teacher Loan Career Changers
Program (“TLC”) and the Program of Alternative Certification for Educators (“PACE”). The TLC Program
provides financial assistance to South Carolina residents interested in changing careers to become a
teacher. The PACE program is a one-time reimbursement loan offered to South Carolina residents for
expenses incurred related to the professional educator certification up to $750. The funds for operations
and for making teaching program loans are provided by State funds appropriated to the South Carolina
Department of Education {“SCDE"). The appropriated funds are distributed to a State Composite account
which the Corporation has authorization to disburse the funds for the purpose of making teacher loans.

Borrowers who receive a TLP, TLC, or PACE loan may be eligible for cancellation (forgiveness) of portions
of the loan indebtedness by teaching in certain critical geographic and/or subject areas in the SC public
school system. The forgiveness is only available to certified teachers and recipients of the TLP, TLC, and
PACE loans. An updated listing of approved critical geographic locations and/or critical subject areas are
provided to the Corporation annually by the SCDE. Loans are cancelled at the greater of a specified dollar
amount or 20% to 33 1/3% per year for each year of teaching in an approved critical geographic location
and/or critical subject area in South Carolina for both the TLP and TLC program. Loans for the PACE
program are cancelled in full after the borrower finishes a full academic year of teaching in an approved
critical geographic and/or subject areas in the SC public school system. These loans are repaid by the
borrower if the borrower does not teach in a critical subject or critical geographic location. The full
eligibility and forgiveness requirements can be found in the South Carolina Code of Laws Title 59 Chapter
26 as well as the Corporation’s website (scstudentloan.org). TLP loans made for academic years before
1994-1995 are guaranteed by the Authority. TLP loans made for academic years 1994-1995 or after are
non-guaranteed. \
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Notes to Consolidated Financials
For the year ended June 30, 2023

Note 1. Description of the Organization, cont.

The Corporation as the administer of the TLP, TLC, and PACE forgivable loan programs is involved in the
full cycle of the loan process. The Corporation issues the loans to eligible borrowers; reviews and
processes the forgiveness for eligible borrowers; services the repayment of the loans not eligible for
forgiveness; and records the accounting details of the program. The Corporation is paid for its services for
these programs out of appropriations for the TLP program. The Corporation annually submits a budget
for its estimated services to the Commission for Higher Education (“CHE”) for approval. When approved
the budgetary amounts for the Corporation’s services is taken out of the TLP program'’s appropriated
funds and set aside in the Education Improvement Act of 1984 Fund 4973 (“EIA Fund 4973") to be paid
monthly to the Corporation as services are rendered and approved by CHE. The South Carolina State
Treasurer’s Office disburses the funds for these services at the direction of CHE.

As stipulated by the South Carolina Code of Laws when the TLP began during the fiscal year ended June
30, 1985, a separate revolving State-owned bank account was designated and established for the TLP. The
account is named the EIA Revolving Student Loan Program Fund 41L1 ("Fund 41L1"). Funds generated
from repayments to the TLP must be retained in this account for the purpose of making TLP loans in
keeping with the stipulation of the originally appropriated funds. Transactional activity of Fund 41L1 is
directed by the Corporation as it administers the program while the investment of funds in the account is
directed by the State Treasurer. As of June 30, 2023, the balance of Fund 4111 was $20,935,219.

The Commission on Higher Education in consultation with the State Department of Education and the
Corporation developed the Governor's Teacher Scholarship Loan Program (“GOV”) to provide talented
and qualified State residents loans not to exceed $5,000 a year to attend public or private colleges and
universities for the purpose of becoming certified teachers employed in the public schools of South
Carolina. Recipients of a loan are entitled to have 100% of the amount of the loan plus accrued interest
cancelled if he/she becomes certified and teaches in a South Carolina public school for at least five years.
The Corporation began making loans under this program during 1990; however, due to lack of funding
through State appropriations, the program ceased after the 1997- 1998 academic year. Funds generated
from Repayments for the program are collected by the Corporation and deposited monthly into the AFS-
Gov Teaching School Loan Prog EAA Fund 4019 (“Fund 4019”). As of June 30, 2023, the balance of Fund
4019 was 580,382,

Teacher loan borrowers who do not teach are required to begin repayment six months after graduation
or cease to be enrolled at least half-time. Effective for loans disbursed on or after July 1, 2013, the interest
rate shall equal the Direct Stafford loan interest rate charged for unsubsidized loans to undergraduate
students plus 2%, not to exceed 8.25%.

All teacher loan program funds are held in bank accounts owned by the State of South Carolina and are
reported within the Comprehensive Annual Financial Report of the State of South Carolina. As the
administrator of the program, the Corporation reports the activities of these funds to SCDE, CHE, and in
the notes of the Corporation’s Audited Financial Statements.
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Note 1. Description of the Organization, cont.

PRIVATE {(NOT FEDERALLY GUARANTEED) EDUCATION STUDENT LOAN PROGRAMS

During the fiscal year ended June 30, 1996, the Corporation began making and servicing supplemental
[oans through the Palmetto Assistance Loan ("PAL") Program. The PAL Program offered supplemental
loans for students and parents of students enrolled at least half-time in an eligible school and for fourth
year medical students with specified federal loans originated through the Corporation who were seeking
funds for their residency and relocation. These loans were funded from the Corporation’s accumulated
unrestricted net assets and bond funds. The Corporation discontinued offering this PAL Program during
December 2008.

During the fiscal year ended June 30, 2010, the Corporation restructured the PAL Program and began
marketing the restructured program. The new PAL Program initially limited the offering of loans only to
students. The student must be enrolled on at least a half-time basis in a certificate or degree granting
program and attending an eligible school in the State of South Carolina or be a resident of South Carolina
and attending an eligible college or university within the United States. At inception, only fixed rate loans
were offered, with the rate being determined by the enrolled payment option selected by the borrower.
These loans were initially funded by an $85,000,000 bond offering issued by the Authority dated
November 5, 2009,

During May 2013, the Corporation began offering PAL Program Consolidation Loans. This PAL Program
Consolidation Loan restricted the offering of loans to students who were in a grace period or post-
enroliment repayment status and in good standing on all education loans being consolidated. The
borrower was required to have a minimum FICO score of 675. The borrower was also required to have
{oans made for attendance at eligible schools located in the United States, be a South Carolina resident or
a nonresident with eligible loans made for attendance at eligible in-state schools, and not be incarcerated.
These consolidation loans were funded from available funds of the Corporation. During August 2014, this
program was terminated due to low volume and the need to update underwriting criteria for refinance
loans.

During mid-2015, the Corporation began offering the Palmetto Assistance Loan Refinancing Loan ("PAL
ReFi") Program through an initial targeted direct mailing to eligible South Carolina residents who obtained
federal Parent Loan for Undergraduate Student {PLUS) loans on or after July 1, 2010. The borrower was
also required to have loans made for attendance at eligible schools located in the United States, be a
South Carolina resident or a nonresident with eligible loans made for attendance at eligible in-state
schools, and not be incarcerated. As of December 18, 2019, a minimum FICO score of 670 and a debt-to-
income ratio of 43% or less are required as part of the determination of the creditworthiness of each
applicant. These loans were initially funded from available funds of the Corporation without restrictions.
Loans are offered only in fixed interest rates. At inception, the interest rate offered was based on the
borrower selected repayment term length.

During the fiscal year ended June 30, 2017, the Corporation began offering PAL Program loans to parent

borrowers on behalf of a benefiting student, and added borrower or cosigner credit score as a factor in
determining loan pricing.
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Note 1. Description of the Organization, cont.

During the fiscal year ended June 30, 2019, the Corporation began offering PAL Program loans in both
fixed and variable interest rates, and added the borrower selected repayment term length as a factor in
determining loan pricing. Initially, the variable rate was reset quarterly using the one-month LIBOR rate
two business days prior to the start of each quarter. Variable rates are capped at 12.00%.

During the fiscal year ended June 30, 2021, the Corporation added borrower or cosigner credit score as a
factor in determining loan pricing for the PAL ReFi Loan Program. The Corporation also began funding a
portion of PAL Program and PAL ReFi program loans from the proceeds of a $92,710,000 bond offering
issued by the Corporation on August 20, 2020.

During the fiscal year ended June 30, 2023, the Corporation transitioned away from the use of the one-
month LIBOR rate for setting variable rates. Beginning November 1, 2021, all new variable rate loans were
originated using the one-month Term SOFR index. Rates continue to reset quarterly using the rate two
business days prior to the start of each quarter.

Historical rates offered for the PAL Program and PAL ReFi Program are as follows:

\Variable Rate Margin

Fixed Rate

| Begi

__loanType
PAL Program Inschool 11/1/2009 | 8/23/2012 7.15% - 9,15% N/A
PAL Program Inschool 8/24/2012 | 6/30/2014 6.75% - 8.75% N/A
PAL Program Inschool 7/1/2014 | 8/8/2016 6.00% - 8.00% N/A
PAL Program Inschool 8/9/2016 | 6/28/2017 4,99% - 6.99% N/A
PAL Program Inschool 6/29/2017 | 4/29/2018 3.99% - 6.99% N/A
PAL Program Inschool 4/30/2018 | 6/30/2018 3,99% - 7.99% N/A
PAL Program Inschool 7/1/2018 | 6/30/2020 4,75% - 8.75% 1.50% - 5.850%
PAL Program Inschool 7/1/2020 |10/31/2021 4.75% - 8.95% 3.625% - 8.175%
PAL Program Inschool 11/1/2021 | 7/18/2022 4,75% - 8.95% 3.625% - 8.125%
PAL Program Inschool 7/19/2022 | 9/30/2022 4.875% - 9.875% 2.50% - 7.50%
PAL Program Inschool 10/1/2022 (12/31/2022 4.75% - 8.95% 3.625% - 8.125%
PAL Program inschool 1/1/2023 | 3/31/2023 4.875% - 9.875% 2.500% - 7.50%
PAL Program Inschool 4/1/2023 | 5/31/2023 | 4.875% - 9.875% 2.500% - 7.00%
PAL Program Inschool 6/1/2023 6.00% - 10.00% 0.375% - 4.375%

PAL Refi 6/1/2013 | 6/30/2015 6.75% N/A

PAL Refi 7/1/2015 | 10/5/2016 5.00% - 6.25% N/A

PAL Refi 10/6/2016 | 9/30/2017 4,75% - 6.00% N/A

PAL Refi 10/1/2017 {10/15/2018 4.24% - 6.24% N/A

PAL Refi 10/16/2018(12/17/2019 4,49% - 5.99% N/A

PAL Refi 12/18/2019| 6/14/2020 4.72% - 7.22% N/A

PAL Refi 6/15/2020 |11/11/2020 4.24% - 7.24% N/A

PAL Refi 11/12/2020} 5/31/2021 2.99% - 7.24% N/A

PAL Refi 6/1/2021 }11/30/2021 3.24% - 8.24% N/A

PAL Refi 12/1/2021 {10/19/2022 2.74% - 8.22% N/A

PAL Refi 10/20/2022| 5/31/2023 4,125% - 9.75% N/A

PAL Refi 6/1/2023 5.50% - 8.50% N/A
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South Carolina Student Loan Corporation

Notes to Consolidated Financials
For the year ended June 30, 2023

Note 2. Summary of Significant Accounting Policies

BASIS OF ACCOUNTING:
These statements are prepared using the accrual basis of accounting, recognizing income when earned
regardless of when received and expenses when incurred regardless of when paid.

CONSOLIDATED POLICY:

The consolidated financial statements include the accounts of the Corporation and its controlled affiliate,
EdVantage and subsidiaries including PIHI and SC3. The Teacher Loan Fund is included on the consolidated
Statement of Financial Position of the Corporation as a liability due to the State of South Carolina. All
material inter-corporation accounts and transactions of the consolidated subsidiaries have been
eliminated in the consolidation.

DISPLAY OF NET ASSETS BY CLASS:

The Corporation adheres to the disclosures and display requirements of ASC 958, Not-For-Profit-Entities.
ASC 958 establishes standards for external financial reporting by non-profit organizations and requires
that resources be classified for accounting and reporting purposes as follows:

Net assets without restrictions - Net assets without restrictions include those designated by the
Corporation's Board of Directors and can be used in any Corporation activity.

Net assets with restrictions - Net assets with restrictions consist of accumulated assets and liabilities for
the general resolutions of outstanding bonds.

USE OF ESTIMATES:

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities; disclosures of contingent assets and liabilities at the date of the
financial statements; and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

CASH AND CASH EQUIVALENTS:

For purposes of reporting cash flows, the Corporation considers all certificates of deposit and Treasury
Bills, commercial paper and money market funds with a maturity of three months or less, including those
that are classified as assets with restrictions, to be cash equivalents.

CONCENTRATION RISK:

The Corporation maintains its cash in bank deposit accounts, which, at times, may exceed the federally
insured limit. At June 30, 2023, all of the Corporation’s cash was held in institutions that are covered by
federal depository insurance; however, some demand deposit accounts exceeded the federally insured
limit. The Corporation monitors each of these institutions for financial deterioration characteristics on a
continuous basis, and as of June 30, 2023, believed each institution is well-capitalized with no going
concern issues.
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Note 2. Summary of Significant Accounting Policies, cont.

INVESTMENTS;

Investments are initially recorded at cost with adjustments for amortization of premiums or discounts
over the level yield method. Thereafter, investments are recorded at fair value and any changes in
unrealized gains or losses are recorded through the Consolidated Statement of Activities. Realized gains
or losses on sale of investments are determined using the specific identification method.

ALLOWANCE FOR TEACHER LOAN CANCELLATIONS:

The allowance for cancellations on teacher loans represents the Corporation’s estimate of teachers who
will teach in critical need areas in South Carolina and meet the criteria for annual cancellation of the greater
of a specified dollar amount or 20% to 33 1/3% of their loan balances. In making the estimate, the
Corporation considers the trend in the loan portfolio and current operating information. The allowance is
based on total teacher loans times the expected cancellation rate. The evaluation is inherently subjective
and the allowance could significantly change in the future, The allowance was $9,127,620 at June 30, 2023,

STUDENT LOANS-PROVISION FOR LOSSES:

The provision for losses on student loans represents the Corporation’s estimate of the costs related to the
2% to 3% risk sharing on FFELP loans and losses related to servicing all guaranteed loans by the
Corporation that are not covered by its financings {See Note 6). The Corporation makes no provision for
losses on student loans securing any of its financings as all of the borrowings disclosed in Note 7 are
honrecourse to the Corporation. The holders of the bonds have all the credit risk for student loan losses
that occur in each “trust estate”. The provision also includes an estimate for non-guaranteed PAL Program
loans. In making the estimate for student loan losses, the Corporation considers default rate trends, past
and anticipated loss experience, current operating information, and changes in economic conditions. The
evaluation is inherently subjective and the provisions may significantly change in the future.

For all PAL Program loans 180 days or more past due, the Corporation maintains a 100% allowance. PAL
Program loans 15 to 179 days past due are grouped by level of delinquency and amounts are reserved
based on the percentage of each group that is expected to default. The percentage used for each group
is based on the Corporation’s last ten years of default experience. The total calculated allowance is then
adjusted by the Corporation’s recovery rate. The Corporation’s recovery rate was 10% for the fiscal year
ended June 30, 2022. The allowance for loan loss was $42,178,388 for PAL loans and $626,072 for the
FFELP unencumbered/unrestricted loans at June 30, 2023.

COMPENSATED ABSENCES:

Annual leave is earned at the rate of twelve to twenty-five days per year depending on length of
employment, Part- time employees who are eligible for benefits will earn vacation leave on a pro-rated
basis determined by the number of regular scheduled hours worked. Employees are expected to use at
least one week (five consecutive days) each year. Employees are eligible to carry forward accrued but
unused vacation hours for that year up to a maximum of 120 hours total (15 days or 3 weeks). At
termination of employment, the employee will be paid for accrued but unused vacation hours not to
exceed 120 hours in his/her final pay. Sick leave is earned at the rate of ten days per year. Employees are
not paid for earned, but unused, sick days upon termination of employment.
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Note 2. Summary of Significant Accounting Policies, cont.

INCOME TAXES:

The Corporation is exempt from federal and state income taxes under Section 501(c)(3) of the Internal Revenue
Code. Management has evaluated the Corporation’s tax positions and concluded that the Corporation has
taken no uncertain tax positions that require adjustment to the financial statements to comply with the
provisions of this guidance. With few exceptions, the Corporation is no longer subject to income tax
examination by the U.S. federal, state or local tax authorities for years before 2018.

EdVantage is also exempt from federal and state income taxes under Section 501(c)(3} of the Internal
Revenue Code. Management has evaluated EdVantage’s tax positions and concluded that EdVantage had no
uncertain tax positions that require adjustment to the financial statements to comply with the provisions of
this guidance. PIHI was a taxable entity and PIHI held no income tax provisions after its closure in 2021,

AVAILABILITY OF FUNDS FOR GENERAL EXPENSES:

The Corporation has certain net assets that are available for general expenses within one year of June 30,
2023 based on conducting the normal activities of its programs in the coming fiscal year. Accordingly, the
related resources have been included in the quantitative information detailing the financial assets
available to meet general expenses within one year (see Note 6).

EXPENSE ALLOCATION:

The costs of providing programs and activities of the Corporation’s funds without restrictions have been
summarized on a functional basis in the Consolidated Statement of Functional Expenses. Accordingly,
certain costs have been allocated among the programs and supporting services benefitted. Expenses of the
Corporation include:

Program expenses - Program expenses include the costs associated with specific programs of the
Corporation.

Supporting services - Supporting services include the general, administrative, and operating
costs of the Corporation.

The financial statements report certain categories of expenses that are attributable to more than one
program or supporting function, and therefore, require allocation on a reasonable basis that is consistently
applied. Personnel, general operating, and contractual services expenses included allocations on the basis
of management’s reasonable estimate of time spent for each category. The allocation used was 10% for
Management and General Supporting Services, 80% for Program Expenses of PAL, and 10% for Program
Expenses of FFELP. Where applicable, management allocated expenses based on the direct cost method
for these categories as well. Management determined that a more appropriate allocation for expenses,
such as interest on debt, payments to the Authority under finance loan agreements, and broker dealer
fees would be based on loan volume of programs by bond trust and was allocated accordingly.

17| Page



South Carolina Student Loan Corporation

Notes to Consolidated Financials
For the year ended June 30, 2023

Note 2. Summary of Significant Accounting Policies, cont.

LEASES:

The Corporation determines if an arrangement is or contains a lease at inception, which is the date on
which the terms of the contract are agreed to, and the agreement creates enforceable rights and
obligations. A contract is or contains a lease when (i) explicitly or implicitly identified assets have been
deployed in the contract and (ii) the Corporation obtains substantially all of the economic benefits from
the use of that underlying asset and directs how and for what purpose the asset is used during the term
of the contract. The Corporation also considers whether its service arrangements include the right to
control the use of an asset.

The Corporation recognizes a right-of-use asset and a lease liability at the lease commencement date. The
initial measurement of the right-of-use asset is comprised of the initial lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred. The right-of-
use asset is subsequently amortized using the straight-line method from the commencement date to the
earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The estimated
useful lives of right-of-use assets are determined on the same basis as those of the related property and
equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and
adjusted for certain remeasurements of the lease liability. The lease liability is initially measured at the
present value of the lease payments that are not paid at the commencement date, discounted using the
interest rate implicit in the lease. The Corporation has elected the practical expedient to utilize the risk-
free discount rate for a period similar to that of the lease term.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS:

In June 2016, the Financial Accounting Standards Board issued Accounting Standards Update (ASU) 2016-
13, Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments. The ASU changes the accounting for credit losses and modifies the impairment model for
certain debt securities. The guidance requires a financial asset (including trade receivables) measured at
amortized cost basis to be presented at the net amount expected to be collected. The guidance is
effective for the Corporation for the year ending June 30, 2024. The Corporation is in the process of
evaluating the impact of the adoption of this guidance on its financial statements.

COMPARATIVE AMOUNTS:

The financial statements include certain prior year summarized comparative information in total but not by
net asset class. Such information does not include sufficient detail to constitute a presentation in conformity
with accounting principles generally accepted in the United States of America. Accordingly, such
information should be read in conjunction with the Corporation's consolidated financial statements for the
year ended June 30, 2022, from which the summarized information was derived.

RECLASSIFICATION
Certain prior fiscal year amounts have been reclassified to conform to the current fiscal year presentation.
There was no effect on previously reported net assets or changes in net assets as a result of these
reclassifications.
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Note 2. Summary of Significant Accounting Policies, cont.

SUBSEQUENT EVENTS:

In preparing these financial statements, management has evaluated events and transactions for potential
recognition and disclosure through September 28, 2023, the date these financial statements were available
to beissued.

Note 3. Cash and Cash Equivalents

As of June 30, 2023, cash and cash equivalents include demand deposits and short-term investments with an
original maturity of three months or less as follows:

Cash and Cash Equivalents Cost Mokt
Value
Without Restrictions
Demand deposits S 6,522,096 5 6,522,096
With Restrictions
Money Market-Bond Funds 32,018,580 32,018,580
Demand deposits-Teacher Funds 218,779 218,779

Scuth Carolina State Treasurer pool-Teacher Funds 27,913,102 27,054,707

Total with Restrictions $ 60,150,461 S 59,292,066
Total Corporation Funds S 38,540,676 | 5 38,540,676

Total-Teacher Funds $ 28,131,881| 5 27,273,486
Total Cash and Cash Eguivalents 5 66,672,557 | S 65,814,162

Note 4. Investments

The market value of investments is determined by quoted market values and consists of the following as of
June 30, 2023:

Without Restrictions
Mutual Funds S 19,048,991 S 32,316,872
Stocks/bonds 220,380,593 217,500,335
Insured deposits/repurchase obligations 9,006,347 9,006,347

Total with Restrictions S 248,435,931 | $258,823,554

Investment securities are exposed to various risks, such as interest rate, market and credit risk. Due to the
level of risk associated with certain investment securities and the level of uncertainty related to changes
in the value of investment securities, it is at least reasonably possible that changes in risks in the near
term would materially affect the amounts reported in the Consolidated Statement of Financial Position.
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Note 4. Investments, cont.

The Corporation’s investment activity excluding the State’s Teacher Loan program consists of the
following as of the fiscal year ended June 30, 2023:

ik Without With
Investment Activity T 2 i Total
Restrictions Restrictions
Realized Investment Income s 3045440 § 1494120 § 5,435,560
Unrealized gains (losses) on Investments 10,656,143 - 10,656,143
Investment expenses {590,192) (590 192)

Net Investment income (loss) 14,011,391 $ 1,494,120

Note 5. Disclosures About Fair Value of Financial Instruments

ASC 820, Fair Value Measurements and Disclosures, establishes a framework for measuring fair value. That
framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets
for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs
(Level 3 measurements). The three levels of the fair value hierarchy under ASC 820 are described below:

Level 1: Observable, unadjusted quoted prices for identical assets or liabilities in
active markets.

Level 2: Quoted prices for similar assets or liabilities in active markets; quoted prices
for identical or similar assets in inactive markets and inputs other than
quoted prices, such as interest rates, yield curves and prepayment speeds.

Level 3: Inputs to the valuation methodology that are unobservable and significant
to the fair value measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs. The following is a
description of the valuation methodologies used for assets measured at fair value. There have been no
changes in the methodologies used at June 30, 2023 compared to the prior year.

Cash and cash equivalents' carrying amounts approximate fair value because of the short maturity of
those instruments. The fair value of the investments is based on quoted market rates or similar quoted
market rates. Management believes that the student loans receivable's carrying value approximates fair
value based on like sale of student loans within the industry. Management also believes that debt
instruments’ carrying value approximates fair value based on the prices for the same or similar debt issues
and on current rates offered to the Corporation for debt of the same remaining maturities with similar
collateral requirements.
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Note 5. Disclosures About Fair Value of Financial Instruments, cont.

The fair value of the Corporation’s financial instruments excluding the State’s Teacher Loan program as of
June 30, 2023, are presented below:

Without Restrictions
Mutual Funds S 15,048,991 S 32,316,872
Stocks/bonds 220,380,593 217,500,335
Insured deposits/repurchase obligations 8,006,347 8,006,347

Total with Restrictions S 248,435,931 | $258,823,554

: &z X g Estimated
Fair Value of Financial Instruments Carrying Value i
Fair Value

Financial Assets
Cash and Cash equivalents S 38,540,676 § 38,540,676
Investments 248 435931 258,823,554
Student loan receivables 708,007,278 708,007,278
Financial Liabilities
Bonds Payable 405,683,275 405,683,275
—
Cash and Cash equivalents S 38, 540 676 S 38,540,676 S
Investments:
Cash and Cash equivalents 9,596,920 9,596,920 - -
US Treasury Securities 37,387,317 37,387,317 - -
Agency Securities 7,551,946 = 7,551,946 -
Debt Securities: Corporate, Municipal & Foreign Bon 88,518,142 - 88,518,142 -
CMO, Asset backed Securities & Exchange Traded Fui 12,042,389 - 12,042,389 -
Mutual Funds 32,316,871 32,316,871 - -
Equities 70,070,302 - 70,070,302 -
Real Estate Investment Trusts 1,339,667 - 1,339,667 -
Student loan receivables 708,007,278 - 708 007,278

T P S e B e S

Bonds Payable 405,683,275 - 405,683,275

b e e e R e e Y
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Note 5. Disclosures About Fair Value of Financial Instruments, cont.

The fair value of Financial Instruments for the Teacher Loan Program as of June 30, 2023, are presented
below:

Estimated
Fair Value of Financial Instruments Carrying Value ;
Fair Value

Financial Assets
Cash and Cash equivalents S 28,131,881 S 27,273,486
Teacher loan receivables 31,366,019 31,366,019
Cash and Cash equivalents 27,273,486 S 27,273,486 $
Teacher Loan receivables 31,366,019 31,366,019

Total Financial Assets 58,639,505 | $ 27,273,486| $ 31,366,019 _

Note 6. Availability and Liquidity

Financial assets available for general expenses of the Corporation without restrictions limiting their use
within one year of the Statement of Financial Position date of June 30, 2023, were comprised of the
following:

Total assets at year end $ 1,110,999,446

Less amounts not available to be used within one year due to illiquidity:

Prepaid expenses and other 2,538,914
Overfunded defined benefit plan 2,131,927
Unrestricted Long-term Student Loan receivable, net of allowances 110,257,155
Property and equipment,net 1,129,996
Total amounts not available to be used within one year due to illiquidity ) 116,057,992

Less amounts not available to be used within one year due to restrictions:

Assets with Restrictions-Bond Indentures 618,712,202
Assets with Restrictions-Teacher Loan Funds 62,236,056
Assets designated to be used for Powered 23,208,015

Total amounts not available to be used within one year due to restrictions S 704,156,273

Total assets available to meet cash needs for expenditures within one year S 290,785,181

As a part of the Corporation’s liquidity management, its policy is to have adequate cash and other short-
term investments to meet its financial obligations which become due within the next twelve months. This
assessment is performed daily to ensure there are adequate funds for a rolling twelve-month period.
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Note 7. Student Loans Receivable

" Student loans receivable represents the unpaid portion of both private loans (non-federal education loans
receivable) and FFELP loans owed by the Corporation. Both private and FFELP loans have both fixed and
variable interest rates. Interest rates for these loan programs can be found in Note 1 herein. Below is a
schedule of outstanding student loan receivables owned by the Corporation net allowances for loan loss.

Below is the student loan receivable of the Corporation by loan type and by restriction class as of June 30,
2023.

Private Student Loan Receivable:

wWith Restrictions-Bond Trusts

e Without 1996 General |2010-1 General |2013-1 General éms'Al o
A it Restrictions Resolution Resolution Resolution ener? 1 2
Resolution

Current S 5708335 § - s - s - 8 9720176 S 11,773,800 S 28202411
Long Term 70,727,642 - = . 79,929,800 84,718,970 235,376,412
Allowance (19 289,404) - (18,119,871)  (4,769,114) (42,178,389)

Subtotal 58,146,573 ——— $ 71,530,105 | § 91,723,756 | S 221,400,434

FFELP Loan Receivable:
With Restrictions-Bond Trusts

2015-A 2020-A
Wlthout 2010-1 General [ 2013-1 General
: B : General General Total
Resolution Resolution 3 3
Resolution Resolution

Current S 14819606 S 37,095,642 S 25486381 S 1,771,849 $ 2415614 § - $ 81,590,002
Leng Term 50,4448 GRG 161,317,180 121,312 837 55,321,699 8,246,119 - 405,642,824
Allowance {626,072) {626,072)

| subtotal | 5 73638523 [ 198413822 | 146799218 | § 57,003548 | § 10,661,733 _ S 486,606,844

Net Receivable | 5 131,785,096 | S 198,413,822 | 5146,799,218 | § 57,093548 | 5 82,191.838 | § 91,723,756 | 5 708,007,278

Note 8. Bonds Payable

The Corporation issued bonds for the first time during the year ended June 30, 1997. All of the
Corporation's bonds and notes are secured only by loans funded by bond proceeds or otherwise pledged,
related revenue from such loans, investments and earnings on investments in related accounts and by a
debt service reserve funded from bond proceeds. The Corporation’s bonds and notes are each secured by
assets held by a trustee in one of five trust estates governed by the applicable general resolution and
other bond documents. The bond documents require the Corporation to accumulate collections from
borrowers to pay principal and interest on bonds. The bonds and notes do not constitute a debt, liability
or obligation of the State of South Carolina or any agency thereof but are limited obligations of the
Corporation.

The transactions for each bond resolution are accounted for in a resolution specific fund. These funds are

subject to restrictions imposed by the underlying bond agreements as described in the Net Assets with
Restrictions section of Note 2 and are included in the Corporation's consolidated financial statements.
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Note 8. Bonds Payable, cont.
The debt service funds in the applicable general resolution contain assets equal to the interest and
principal accumulated to make the next payments of principal and interest due. As of June 30, 2023, the

Corporation held funds on deposit as cash with restrictions in the debt service funds of $ 8,995,964.

BONDS OUTSTANDING AS OF JUNE 30, 2023

The bonds outstanding as of June 30, 2023 are as follows:

Original Maturity Pl Issued Balance
Am(g)unt Date i (Retired) Outstanding at
6/30/23

2008-1 General 9/2/2014-
i June 25, 2008 S 600,000,000 bl $ 14,673,685 S (14,678,685) S
Resolution 9/3/2024
2010-1 General 1/25/2021-
) November 30, 2010 920,000,000 168,435,091 (54,455,923) 113,979,168
Resolution 10/27/2036
2013-1 General
) February 20, 2013 323,620,000 1/25/2041 68,455,224 (14,347,249) 54,107,975
Resolution
1996 General 4{1/2030-
f August 20, 2014 501,500,000 222,010,450 (79,573,944) 142,436,506
Resolution 8/1/2035
2015-A General )
. November 25, 2015 198,400,000 1/25/2036 55,121,163 {17,531,206) 37,589,957
Resolution
2020-A General 12/1/2022-
. August 20, 2020 92,710,000 1y 92,710,000 {23,115,000) 69,595,000
Resolution 12/1/2039

$ 621,410,613 | $(203,702,007)| $ 417,708,606
Less: unamortized cost of issuance (15,053,056) (12,025,331)

Total bonds outstanding $ 606357557  |$ 405,683,275

1996 GENERAL RESOLUTION:

On August 20, 2014, the Corporation issued $501,500,000 of Education Loan Revenue Bonds, 2014 Series,
under the 1996 General Resolution. Proceeds of the issue were used to: (i) pay target amortization
payments for prior bonds within the 1996 General Resolution that had not been satisfied prior to the 2014
Series issuance, (ii) finance repurchased education loans held as unencumbered assets of the Corporation,
(iii) fund certain accounts and funds required under the 1996 General Resolution including the
Supplemental Reserve Fund, the General Revenue Fund, the Senior Lien Account and the Subordinate Lien
Account of the Debt Service Fund, and (iv) pay cost of issuance. Principal and interest payments for the
2014 Series bonds are paid on distribution dates (the first business day of each month).

The Corporation's LIBOR Indexed Bonds in the 1996 General Resolution totaled $142,436,506 as of June
30, 2023 and had variable interest rates equal to one-month LIBOR plus 0.75% to 1.5%, as adjusted
monthly. Throughout the fiscal year ended June 30, 2023, none of the rates exceeded 6.54%. Effective
July 1, 2023, the One-Month LIBOR benchmark used to calculate interest on the 2014 Series Bonds was
replaced with 30-day Average SOFR plus a tenor spread adjustment of 0.11448%. The tenor spread
adjustment is in addition to the existing spread on the Bonds, which will also continue to apply.
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Note 8. Bonds Payable, cont.

2008-1 GENERAL RESOLUTION:

OnJune 25, 2008, the Corporation issued $600,000,000 of Student Loan Backed Notes, 2008-1 Series, with
variable interest rates ranging from three-month LIBOR plus 0.50% to three-month LIBOR plus 1%.
Proceeds of the issue were used to (i} finance student loans, (ii) refinance certain prior bonds, (iii) fund
the Debt Service Reserve Fund, (iv) fund the Operating Fund, {v) fund the Department Reserve Fund and
(vi) pay cost of issuance. During the fiscal year ended June 30, 2023, all notes outstanding were paid in
full and the 2008-1 General Resolution was closed.

2010-1 GENERAL RESOLUTION:

On November 30, 2010, the Corporation issued $920,000,000 of Student Loan Backed Notes, 2010-1
Series, with variable interest rates ranging from three-month LIBOR plus 0.45% to three-month LIBOR plus
1.05%. Proceeds of the issue were used to (i) refinance the Corporation’s credit facility with the Royal
Bank of Canada, {ii} refinance prior indebtedness of the Authority, consisting of Auction Rate Securities
issued under the Authority’s 2002 General Resolution, (iii) fund the Debt Service Reserve Fund, {iv) fund
the Capitalized Interest Fund, and (v) pay cost of issuance.

The Corporation transferred unencumbered FFELP loans of the Authority in the amount of $39,835,008
and unencumbered loans of the Corporation of $20,942,464 principal and interest to provide additional
equity to the bond offering by increasing the parity of the bonds. The funds from both the Corporation
and the Authority were provided through a Residual Trust Agreement, which allows for all remaining loans
of the Trust to be shared between the Corporation and the Authority on a pro-rata basis, based on the
percentage contribution made by each entity once all bonds have been redeemed.

Principal and interest on the Notes is to be paid on each distribution date (the twenty-fifth day of each
January, April, July, and October, or the next business day if such day is not a business day). Principal will
be paid first on the A-1 Notes until paid in full, second on the A-2 Notes until paid in full, and third on the
A-3 Notes until paid in full. The A-1 notes have been paid in full. The Notes are subject to optional
redemption on the next distribution date occurring when the pool balance is 10% or less of the initial pool
balance. The Notes secured by the 2010-1 General Resolution had a balance of $113,979,168 as of June
30, 2023.

Effective July 1, 2023, the Three-Month LIBOR benchmark used to calculate interest on the 2010-1 Series

Notes was replaced with 90-day Average SOFR plus a tenor spread adjustment of 0.26161%. The tenor
spread adjustment is in addition to the existing spread on the Notes, which will also continue to apply.
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Note 8. Bonds Payable, cont.

2013-1 GENERAL RESOLUTION;

On February 20, 2013, the Corporation issued $323,620,000 of Student Loan Backed Notes, 2013-1 Series,
with a variable interest rate of one-month LIBOR plus 0.50%. Proceeds of the issue were used to (i) prepay
the Corporation’s Funding Note under the Straight A Funding federal conduit, (ii) refinance the
Corporation’s credit facility with the Royal Bank of Canada, (iii) fund a distribution to the Corporation for
the pledge of certain FFELP loans, (iv) fund the Debt Service Reserve Fund, {v) fund the Capltalized Interest
Fund, and (vi) pay cost of issuance. Principal and interest on the LIBOR Notes is to be paid on each
distribution date ({the twenty-fifth day of each month, or the next business day if such day is not a business
day}. The LIBOR Notes are subject to optional redemption on the next distribution date occurring when
the pool balance is 10% or less of the initial pool balance. The LIBOR Notes secured by the 2013-1 General
Resolution had a balance of $54,107,975 as of June 30, 2023.

Effective July 1, 2023, the One-Month LIBOR benchmark used to calculate interest on the 2013-1 Series
Notes was replaced with 30-day Average SOFR plus a tenor spread adjustment of 0.11448%. The tenor
spread adjustment is in addition to the existing spread on the Notes, which will also continue to apply.

2015-A GENERAL RESOLUTION:

On November 25, 2015, the Corporation issued $198,400,000 of Student Loan Backed Notes, 2015-A
Series, with a variable interest rate of 1-month LIBOR plus 1.50%. Proceeds of the issue were used to (i)
fund the purchase pursuant to the Corporation’s Tender Offer of the Auction Rate Securities issued by the
2004 Trust together with accrued interest, (i) fund the redemption at par of the portion of the remaining
Auction Rate Securities issued by the Corporation’s 2004 Trust together with accrued interest, (iii) fund
the Collection Fund, (iv) fund the Debt Service Reserve Fund, (v) fund the Operating Fund, (vi) fund the
Department Reserve fund and (vii) pay costs of issuance.

Principal and interest payments for the LIBOR Notes are paid on each distribution date (the twenty-fifth
day of each month, or the next business day if such day is not a business day) beginning January 25, 2016.
The LIBOR Notes are subject to optional redemption on the next distribution date occurring when the
pool balance is 10% or less of the initial pool balance. The LIBOR Notes secured by the 2015-1 General
Resolution had a balance of $37,589,957 as of June 30, 2023.

Effective July 1, 2023, the One-Month LIBOR benchmark used to calculate interest on the 2015-A Series
Notes was replaced with one-month CME Term SOFR plus a tenor spread adjustment of 0.11448%. The
tenor spread adjustment is in addition to the existing spread on the Notes, which will also continue to

apply.

2020A GENERAL RESOLUTION:

On August 20, 2020, the Corporation issued $92,710,000 of Student Loan Backed Notes, Senior Series
2020A (“Series 2020A Taxable Bonds”) under the 2020 Indenture. The proceeds of the Series 2020A
Taxable Bonds will be used for the purpose of (i) financing Eligible Loans currently held on the
Corporation’s balance sheet, (ii) financing additional Eligible Loans during the Acquisition Period, (iii)
financing deposits to the Debt Service Reserve Fund and the Capitalized Interest Fund, and (iv) paying the
cost of issuing the Series 2020A Taxable Bonds. Interest rates on the 2020 Indenture are fixed and range
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Note 8. Bonds Payable, cont.
from 2.067% and 3.593% and are payable semiannually June 1 and December 1. Principal payments are
made annually on December 1, commencing December 1, 2022. The Series 2020A Taxable Bonds secured

by the 2020 Master Indenture had a balance of $69,595,000 as of June 30, 2023.

PROJECTED DEBT SERVICE:

As of June 30, 2023, the scheduled debt service to retire the bonds and notes of the Corporation is as
follows:

-

2024 8,105,000 $ 24,699,637 & 32,804,637
2025 6,600,000 23,275,542 25,875,942
2026 6,850,000 22,991,504 25,841,504
2027 7,980,000 22,801,467 30,791,467
2028 7,700,000 22,589,276 30,289,276
2029 ©,255,000 22,391,176 28,646,176
2030 6,955,000 22,195,677 29,150,677
2031 2,600,000 22,052,037 24,652,037
2032 = 22,012,478 22,012,478
2033 59,436,506 20,271,504 89,708,010
2024 = 17,834,140 17,834,140
2035 - 17,834,140 17,834,140
2026 113,534,957 12,984,785 126,515,742
2037 117,429,168 6,914,795 124,343,963
2028 3,155,000 3,285,285 6,444,285
2039 3,250,000 3,174,223 6,424,223
2040 3,740,000 3,048,648 6,738,648
2041 54,107,975 1,987,639 56,095,614

| [ s$417,708,606] $ 292,348,257 | $ 710,056,963

The Corporation used projected SOFR index interest rate estimates averaging 4.93% to 5.52% to estimate
bond interest amounts for the table above for all bond trusts except the 2020A Series for which the actual
fixed rates were used.

As outlined in the 1996 General Resolution, 2010-1 General Resolution, 2013-1 General Resolution, 2015-
1 General Resolution, and 2020 General Resolution, the Corporation is making either optional redemption
payments or principal distributions to pay down the bonds when they receive excess revenues from the
student loans receivable. At June 30, 2023, the Corporation estimated they would make optional
redemption or principal distribution payments for the next fiscal year of approximately $96,265,834 in
addition to the $8,105,000 required principal distribution payments for a total of $104,370,834.
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Note 9. LIBOR Replacement

In March 2021, the United Kingdom’s Financial Conduct Authority announced that it would phase out all
London Interbank Offered Rate (LIBOR) by the end June 30, 2023. LIBOR assists as a globally accepted
benchmark on interest rates that indicates borrowing costs between banks. Interest rates for all terms
and currencies are published daily and are used as an index for financial transactions across the world. To
account for the phase out of LIBOR, on March 15, 2022, the President signed the Adjustable Interest Rate
(LIBOR) act into Law. The LIBOR Act amended section 438(b)(2)(l) of the Higher Education of 1965,
allowing lenders or beneficial holders of the Federal Family Educational Program (FFELP} loans to
transition away from LIBOR based SAP payments to a Secured Overnight Financing Rate {SOFR) on or
before June 30, 2023. SOFR is a comprehensive measure of cost borrowing cash overnight collateralized
by Treasury securities. In accordance with the LIBOR Act, the Corporation transitioned from LIBOR to
SOFR for its LIBOR based loans and LIBOR based debt issuances effective July 1, 2023. During the fiscal
year ended June 30, 2023, the Corporation began offering variable rate private loans based on a one-
month SOFR rate instead of the historical LIBOR index rate.

Note 10. Assets Released from Restrictions

The following chart shows the assets released from restrictions of the bond trust to the Corporation’s funds
AsSets released from

without restrictions:
o 1996 2008 2010 2013 2015 2020 Total
restrictions

Servicing Fees +1,226,190.00 | S 106,058 < $1,057,879 : $ 419,931 | $1,085,742 | 130,393 ' § 4,026,193 |

Transfer of Loans - 70,226,756 - - - - 70,226,756

. RequiredParityRelease . - @ - | - 3252618 - - . 3252618
PR 570,330,814 | SUOBT.879 | 83,672,549 | 81,085,742 | $130,303 /877,505,567

Note 11. Employee Benefit Plans

Effective August 1, 2015, the Corporation changed the trustee for its benefit plans from BB&T or TIAA CREF
to US| Consulting Group Inc. This change included the South Carolina Student Loan Corporation Money
Purchase Pension Plan, the South Carolina Student Loan Corporation Defined Benefit Plan, the South Carolina
Student Loan Corporation 403(b) Defined Contribution Plan, the South Carolina Student Loan Corporation
Tax Deferred Annuity Group Supplemental Retirement Annuity and the South Carolina Student Loan
Corporation 457(b) Deferred Compensation Plan. However, any contributions to the South Carolina Student
Loan Corporation Tax Deferred Annuity ("TDA") Group Supplemental Retirement Annuity ("GSRA") prior to July
1, 2015 remain in that plan with the prior trustee, TIAA CREF, until paid out to the participant under the terms
of a release or transferred to another qualified plan as directed by the participant and allowed by the
annuity terms.
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MONEY PURCHASE PENSION PLAN:

The Corporation provides retirement benefits through the South Carolina Student Loan Corporation
Money Purchase Pension Plan {("MPPP") for all employees who have completed one year of service and
attained age twenty-one. The MPPP was originally established on July 1, 1975, This is a defined
contribution plan in which the employer contributes 5.6% of the participant's total annual compensation
plus 5.6% of compensation exceeding the social security wage base. Contributions are paid annually. A
participant is 20% vested after two years of service and 100% vested after six years of service. A participant
receives normal retirement at age sixty-five. At termination of employment or reaching normal retirement
age, the participant has the right to elect to receive all of his vested benefit derived from employer
contributions. Voluntary contributions are not permitted. Forfeitures under the plan reduce the
employer's contribution during the year following the plan year in which the forfeiture occurs. The MPPP
experienced a partial termination on August 18, 2016 and October 17, 2017 due to the reduction in
workforce at the Corporation. Therefore, all contributions to the MPPP were immediately 100% vested
for affected employees.

Contributions within the plan are employee self-directed. The total retirement expense for the fiscal year
ended June 30, 2023 was $160,815 and is fully funded.

403(B) DEFINED CONTRIBUTION PLAN:

Effective July 1, 2015, the Corporation consolidated the South Carolina Student Loan Corporation 403(b)
Defined Contribution Plan and the South Carolina Student Loan Corporation TDA GSRA into a single plan
known as the South Carolina Student Loan Corporation 403(b) Defined Contribution Plan ("403(b) DC
Plan"}. The 403(b) DC Plan continues to offer the same provisions as the previous separate plans but is
now administered under one plan for both the non-elective and pre-tax deferral contribution types.

Prior to the consolidation, the South Carolina Student Loan Corporation 403(b) Defined Contribution Plan,
as established on November 5, 2002 and subsequently amended on January 1, 2009, provided for the
non-elective type of contribution. The 403(b) DC Plan continued to provide for a 5% contribution based
on the participant’s total annual compensation; however, the Board of Directors voted on May 5, 2017 to
set this annual contribution to 0% until further action by the Board of Directors. All employees who have
completed one year of service and attainment of age twenty-one are eligible to receive employer
contributions. Contributions are 100% vested immediately with investment of the contributions within
the plan being employee self-directed.

Established onJanuary 1, 1995 and subsequently amended on January 1, 2009, the South Carolina Student
Loan Corporation TDA GSRA provided the pre-tax deferral (elective} type of contribution. As a part of the
403(b) DC Plan beginning July 1, 2015, employees continue to be eligible to participate in the elective
portion of the 403(b) DC Plan upon hire. Employee participation in this plan is voluntary and funded only
through employee contributions, Employee contributions are 100% vested immediately with investment
of the contributions within the plan being employee self-directed.
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Note 11. Employee Benefit Plans, cont.

457(B) DEFERRED COMPENSATION PLAN:

On November 15, 2002, the Corporation established the South Carolina Student Loan Corporation 457(b)
Deferred Compensation Plan. Key management employees are eligible to participate in this plan.
Employee participation in this plan is voluntary and funded only through employee contributions.
Employee contributions are 100% vested immediately with investment of the contributions within the
plan being employee self-directed.

DEFINED BENEFIT PENSION PLAN:

The Corporation established the South Carolina Student Loan Defined Benefit Plan ("DBP") on July 1, 1998.
The DBP covered substantially all employees with a minimum of one year of service and twenty-one years
of age. The DBP provides benefits based on the average of a participant’s highest five consecutive years
of pay. The benefit formula uses one percent of this average pay times years of service not to exceed
thirty years. The Corporation pension funding policy is to make at least the minimum annual contribution
that is actuarially computed by the projected unit credit method required by this plan. During November
2018, the Corporation’s Board of Directors approved the de-risking of the DBP. This process was
completed during May 2019. Related settlement accounting was recognized during the fiscal year ended
June 30, 2019.

The following sets forth the benefit obligation, the fair value of plan assets, and the funded status of the
Corporation’s plan, as well as the amounts recognized in the Corporation’s consolidated financial
statements at June 30, 2023:

Change in projected benefit obligation:

Projected benefit obligation at June 30, 2022 S 5,447,085
Service cost 102,405
Interest cost 260,759
Actuarial (gain) loss (150,462)
Benefits paid (72,367)
Projected benefit obligation at June 30, 2023 $ 5,587,420
Change in fair value of plan assets:
Fair value of Plan assets at June 30, 2022 S 7,237,264
Actual return on assets 554,450
Benefits paid (72,367)
Fair value of Plan assets at June 30, 2023 S 7,719,347
Funded status S 2,131,927

Amounts recognized in the Consolidated Statement of Financial Position:
Non-current assets S 2,131,927

Amounts recognized in the Consolidated Statement of Activities
Net loss S 476,697
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The following are weighted average assumptions used to determine benefits, obligations and net periodic
benefit cost as of June 30, 2023 and 2022, The measurement date of the projected benefits obligation
and plan assets was June 30, 2023.

2023 2022
Assumptions used
Weighted-average assumptions used to determine
benefit obligations

Discount Rate 4.62% 2.83%
Rate of compensation increase 4.00% 4.00%

Weighted-average assumptions used to determine

net periodic benefit cost
Discount Rate 5.20% 4.62%
Expected return on plan assets 7.00% 7.00%
Rate of compensation increase 4.00% 4.00%

The Corporation's expected long-term return on plan assets assumption is based on a periodic review and
modeling of the plan's asset allocation and liability structure over a long-term period. Expectations of
returns for each asset class are the most important of the assumptions used in the review and modeling
and are based on comprehensive reviews of historical data and economic/financial market theory. The
expected long-term rate of return on assets was selected from within the reasonable range of rates
determined by (1) historical real returns, net of inflation, for the asset classes covered by the investment
policy and (2) projections in inflation over the long-term period during which benefits are payable to plan
participants.

Components of net periodic benefit cost and employee benefit-related changes other than net periodic
pension cost for the year ended June 30, 2023 are as follows:

Net periodic benefit cost

Service cost S 102,405
Interest cost 260,759
Expected return on plan assets (500,894}
Amortization of accumulated gain (loss) 71,201
Net periodic benefit cost S (66,529)

Employee benefit - related changes other than
net periodic benefit cost S (275,219)

Total net periodic benefit cost and employee
benefit - related changes other than net periodic benefit cost S (341,748)
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Note 11. Employee Benefit Plans, cont.
The accumulated benefit obligation for the DBP was $5,182,928 at June 30, 2023,

The DBP experienced a partial termination on August 18, 2016 due to the reduction in workforce at the
Corporation. Therefore, all contributions to the DBP were immediately 100% vested for affected
employees. The DBP's plan assets include life insurance policies and mutual funds. See the target asset
allocation below. The Corporation's target asset allocation as of June 30, 2023 is as follows:

Money market 2.92%
Debt securities 30.80%
Equity securities 53.24%
Insurance policies 13.04%

100.00%

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 asset
allocation percentages (shown above)} by major asset categories. The objectives of the target asset
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 reviewed quarterly by the Corporation and a designated third-party fiduciary for
investment matters. The policy is established and administered in a manner that is always compliant with
applicable government regulations. The Corporation does not expect to make contributions to its DBP during
the fiscal year ending June 30, 2024.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid
during the fiscal years ending June 30:

2024 $ 217,000
2025 219,000
2026 275,000
2027 304,000
2028 308,000
2029 - 2033 2,090,000
Total $ 3,413,000
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Note 12. Rental Property, Operating Leases and Commitments

The Corporation leases office space under an operating lease agreement with an 8.5-year (103 months)
term effective October 2022. Any options to extend or terminate the lease are included in the lease term
when it is reasonably certain that the Corporation will exercise that option. The lease’s beginning base
monthly payment was $19,267 with a 2.5% annual base rent escalator. The terms of the lease included a
6-month abatement period during the first year of the lease. The terms of the lease agreement include
variable expenses related to parking. The Corporation variable expenses for the year ended June 30, 2023,
were $2,656. Lease payments under the agreement totaled $36,533 for the year ended June 30, 2023.
The Corporation incurred $30,750 in lease related interest expense for the year ended June 30, 2023.

Future undiscounted cash flows and a reconciliation to the lease liabilities recognized in the consolidated
statement of financial position are as follows for the years ending June 30:

Year Endi

2024 S 212,415
2025 237,462
2026 243,242
2027 249,022
2028 254,802
Thereafter 775,964

| subtotal | $ 197,907

Less imputed interest 1260,746)

$ 1,712,161

At June 30, 2023, the right-of-use asset was $1,769,961 with accumulated amortization of $173,455.
Lease related amortization expense was $127,702 for the year ended June 30, 2023.

Note 13. Property and Equipment

The following is a summary of changes in property and equipment for the fiscal years ended June 30, 2022
and June 30, 2023:

Balance Balance
as of as of
June 30, 2022 Additions Disposals June 30, 2023
Cost
SCSLC furniture and fixtures $ 4,097,022 $ 1,222,603 $ (335,575) $ 4,984,050
SCSLC automobiles 80,030 - - 80,030
Cost total 4,177,052 1,222,603 (335,575) 5,064,080
Accumulated depreciation
SCSLC furniture and fixtures $ 3,193,851 $ 660,203 $ - $ 3,854,054
SCSLC automobiles 80,030 - - 80,030
Accumulated depreciation total 3,273,881 660,203 - 3,934,084
Net book value $ 903,171 $ 562,400 $ (335,575) § 1,129,996
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Note 14. Teacher Loan Program Activity

As discussed in Note 1, the Corporation is the administrator for the TLP, TLC, and PACE forgivable loan
programs. For the fiscal year ended June 30, 2021, the TLP program received appropriations of
$4,883,140. Due to the increase of the annual loan amount, the Corporation requested and received
approval from CHE to use an additional $1,000,000 from the EIA-Revolving account to make additional
TLP loans. The TLC and PACE programs were appropriated $1,065,125. Of the $1,065,125 appropriated
funds, 66% or $702,875 were allocated to the TLC program and the remaining 34% or $362,250 of
appropriated funds were allocated to the PACE program. Loans are cancelled at the greater of a specified
dollar amount or 20% to 33 1/3% per year for each year of teaching in a critical geographic location and/or
critical subject area as set forth in the South Carolina Code of Laws for the TLP and TLC programs. Eligible
PACE loans are fully forgiven after a full academic year of teaching is performed in a critical geographic
location and/or critical subject area. These loans are repaid by the borrower in the event the borrower
does not teach in the approved critical geographic location and/or subject area.

For the fiscal year ended June 30, 2023, the Teacher Loan programs cancelled $4,955,975 of teacher loans.
The activities of these programs are summarized below:

Revenues:
Unsubsidized student loan interest ) 1,312,789
Late charges 19,717
State appropriations - State Department of Educatior 5,643,221
Investment Income 466,772
Unrealized loss on investments {113,017)
7,329,482
Expenses:
Contractual services 548,449
General Operating Expenses -
Borrower Benefits 8,518
TLP cancellations 4,955,975
5,512,942
Additions to payable to the State 1,816,540
Payable to the State, beginning 57,645,703
Payable to the State, ending S 59,462,243

Note 15. Board Designated Net Assets

During the fiscal year ended June 30, 2019, the Corporation’s Board of Directors established Power:Ed as
an arm of the Corporation to assist in fulfilling some of the Corporation’s philanthropic initiatives.
Power:Ed’s mission is to support educational priorities in South Carolina with the goal of getting more
South Carolinians prepared for the workforce. As of June 30, 2023, the Corporation has designated
$23,208,015 to Power:Ed for its future endeavors.
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elliott davis

Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters 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, in accordance with the 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 (Government Auditing Standards), the consolidated financial statements
of South Carolina Student Loan Corporation (the “Corporation”), as of and for the year ended June 30, 2023, and
the related notes to the consolidated financial statements, which collectively comprise the Corporation's basic
financial statements, and have issued our report thereon dated September 28, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Corporation's internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Corporation's internal control. Accordingly, we do not express
an opinion on the effectiveness of the Corporation's internal control.

A deficiency in internal control 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 and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses or significant deficiencies may
exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Corporation's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
financial statements. 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 or other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the Corporation's internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Corporation's internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

Z%@m, .

Columbia, South Carolina
September 28, 2023
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Independent Auditor's Report on Compliance for Each Major Federal Program
and Report on Internal Control Over Compliance Required by the Uniform Guidance

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

Report on Compliance for Each Major Federal Program
Opinion on Major Federal Program

We have audited South Carolina Student Loan Corporation's (the “Corporation”) compliance with the types of
compliance requirements identified as subject to audit in the OMB Compliance Supplement that could have a
direct and material effect on the Corporation's major federal program for the year ended June 30, 2023. The
Corporation’s major federal program is identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs.

We did not audit the Corporation’s compliance with requirements governing the servicing of Federal Family
Education loans in accordance with the requirements of Assistance Listing No. 84.032 - Federal Family Education
Loan Program (Lenders), as described in the OMB Compliance Supplement. Those requirements govern functions
that are performed by National Education Loan Network, Inc. (“Nelnet”). Since we did not apply auditing
procedures to satisfy ourselves as to compliance with those requirements, the scope of our work was not sufficient
to enable us to express, and we do not express, an opinion on compliance with those requirements. Nelnet’s
compliance with the requirements governing the functions that they perform for the Corporation was examined
by other accountants in accordance with the United States Department of Education’s January 2011 Lender
Servicer Financial Statement Audit and Compliance Attestation Guide for the year ended December 31, 2022. Since
the audit period of Nelnet is different than that of the Corporation, we obtained a representation from Nelnet
that they have engaged (or will engage) an auditor to perform the required audit under the Lender Servicer
Financial Statement Audit and Compliance Attestation Guide for the immediate subsequent audit period. Our
report does not include the results of the other accountants’ examination of Nelnet’s compliance with such
requirements.

In our opinion, except for the requirements which we did not audit as described above, the Corporation complied,
in all material respects, with the compliance requirements referred to above that could have a direct and material
effect on its major federal program for the year ended June 30, 2023.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America (GAAS); the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States (Government Auditing Standards); and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those
standards and the Uniform Guidance are further described in the Auditor's Responsibilities for the Audit of
Compliance section of our report.
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We are required to be independent of the Corporation and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion on compliance for the major federal
program. Our audit does not provide a legal determination of the Corporation's compliance with the compliance
requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws,
statutes, regulations, rules and provisions of contracts or grant agreements applicable to the Corporation’s federal
program.

Auditor's Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on the
Corporation’s compliance based on our audit.

Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance
will always detect material noncompliance when it exists. The risk of not detecting material noncompliance
resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material, if there is a substantial likelihood that, individually or in
the aggregate, it would influence the judgment made by a reasonable user of the report on compliance about the
Corporation's compliance with the requirements of its major federal program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance, we
e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding Corporation's compliance with the compliance requirements referred to above and
performing such other procedures as we considered necessary in the circumstances.

¢ Obtain an understanding of the Corporation's internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of the Corporation's internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal control
over compliance that we identified during the audit.
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Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over complianceis a deficiency, or a combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis.

A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance.

Requirements governing the servicing of Federal Family Education loans in accordance with the requirements of
Assistance Listing No. 84.032 — Federal Family Education Loan Program (Lenders), as described in the OMB
Compliance Supplement are performed by Nelnet. Internal control over compliance related to such functions was
reported on by accountants for Nelnet in accordance with the United States Department of Education’s Lender
Servicer Financial Statement Audit and Compliance Attestation Guide for the year ended December 31, 2022. Our
report does not include the results of the other accountants’ examination of Nelnet’s internal control over
compliance related to such functions.

Our consideration of internal control over compliance was for the limited purpose described in the Auditor's
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above. However, material weaknesses
or significant deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of

internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

Z%@m, Le

Columbia, South Carolina
September 28, 2023
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I
South Carolina Student Loan Corporation

Schedule of Findings and Questioned Costs

For the year ended June 30, 2023

Section . Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued: Unmodified
Internal control over financial reporting:

e Material weakness(es) identified? Yes X No

¢ Significant deficiency(ies) identified? Yes X None reported
Noncompliance material to financial statements noted? Yes X No
Federal Awards

Internal control over major federal programs:

e Material weakness(es) identified? Yes X No
¢ Significant deficiency(ies) identified? Yes X None reported
Type of auditor's report issued on compliance for major federal programs: Unmodified

Any audit findings disclosed that are required to be
reported in accordance with Section 2 CFR 200.516(a)
of the Uniform Guidance? Yes

Identification of major federal programs:

ALN No. Program / Cluster Name

84.032 Federal Family Education Loan Program (Lenders)

Dollar threshold used to distinguish between

Type A and Type B programs $750,000
Auditee qualified as low-risk auditee? X Yes No

Section Il. Financial Statement Findings
None reported
Section lll. Federal Award Findings and Questioned Costs

None reported
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