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INDEPENDENT AUDITORS' REPORT

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

We have audited the accompanying statement of financial position of South Carolina Student Loan Corporation as of
June 30, 2000, and the related statements of activities and cash flows for the year then ended. These financial
statements are the responsibility of the Corporation's management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to
financial audits contained iBovernment Auditing Standardssued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
South Carolina Student Loan Corporation as of June 30, 2000 and the changes in its net assets and its cash flows for
the year then ended in conformity with generally accepted accounting principles. In accordanGovéthment

Auditing Standardswe have also issued a report dated August 31, 2000 on our consideration of the Corporation’s
internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts and grants. That report is an integral part of an audit performed in accordanGovathment Auditing
Standardsind should be read in conjunction with this report in considering the results of our audits.

As described in Note 16 to the financial statements, on July 1, 1998 the Corporation changed its method of
depreciating certain equipment.

Our audit was made for the purpose of forming an opinion on the financial statements of South Carolina Student Loan
Corporation, taken as a whole. The accompanying supplementary information in Schedules 1 through 6 is presented
for purposes of additional analysis and is not a required part of the basic financial statements. The accompanying
schedule of expenditures of federal awards in Schedule 7 is presented for purposes of additional analysis as required
by the U.S. Office of Management and Budget Circular A-133, “Audits of States, Local Governments and Non-Profit
Organizations”, and is not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audits of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

August 31, 2000 Dasichs ,Mh,*_ i, Lep

Member: Amarican Institute of Certified Public Accountants / Seouth Carclina Association of Certified Public Accountants
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1.

EXHIBIT D
Sheet 1
SOUTH CAROLINA STUDENT LOAN CORPORATION

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2000

Summary of Significant Accounting Policies

11

1.2

Reporting Entity

The South Carolina Student Loan Corporation (Corporation) was incorporated November 15, 19
under the Laws of the State of South Carolina. The Corporation is exempt from income taxes unc
Section 501(c)(3) of the Internal Revenue Code. Its corporate goal is to receive, disburse &
administer funds exclusively for educational purposes without pecuniary gain or profit to it
members and to aid in the fulfilment of the desire and direction of the People of South Carolina
making loans available to students and parents to attend eligible institutions beyond the public sch
level. Funds from various sources are administered by the Corporation to achieve this goal.

The Corporation administers the operations of the South Carolina State Education Assistal
Authority (Authority). The Authority is a body politic and corporate and a public instrumentality of
the State of South Carolina. The Authority is part of the State of South Carolina created by Act N
433 of the Acts and Joint Resolutions of the General Assembly for the year 1971, now codified
Chapter 115, Title 59 of the Code of Laws of South Carolina, 1976 as amended. The Authority
governed by its members, who under the Act are the members of the State Budget and Control Bc
(Board). The Board consists of five (5) members by virtue of their position in state governmen
They are the Governor, Treasurer, Comptroller General, Chairman of Senate Finance Committee
Chairman of South Carolina House of Representatives Ways and Means Committee.

The basic, but not the only, criteria for including a component unit in the reporting entity is the
governing body's oversight responsibility for such component unit. Financial accountability is tF
most important element of oversight responsibility. Neither the Authority nor the Corporation i
considered a component unit of the other because each is a legally separate organization anc
financially accountable to/for the other.

The accompanying financial statements present the financial position, results of operations and ¢
flows solely of the South Carolina Student Loan Corporation.

Overall Operating Arrangement

The Authority, as a guarantee agency, has approved the South Carolina Student Loan Corpora
(Corporation) as an eligible lender to administer the Federal Family Education Loan Program. It
the duty of the Corporation to process applications, make student loans and collect princip
interest, fees and penalties on such loans. Loans may or may not be subsidized. Interest is paif
subsidized loans during the enrolled, grace, and deferred periods by the U.S. Department
Education. Upon entering the repayment period, the interest is paid by the borrower. Also, tl
U.S. Department of Education pays the Corporation a special allowance which is based or
variable percentage of the unpaid principal of the loans.



EXHIBIT D
Sheet 2
SOUTH CAROLINA STUDENT LOAN CORPORATION

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2000

Summary of Significant Accounting Polici€Sontinued):

1.2

Overall Operating Arrangemef@@ontinued):

The Corporation finances these loans using several sources. One source is the issuance of t
exempt revenue bonds by the Authority. The Corporation, using the proceeds of these bonds -
described in Note 7, makes loans. The Corporation remits all income on these loans to th
Authority as it is received.

The operations of the Authority are administered by employees of the Corporation. The Authority
reimburses the Corporation upon request for the actual operating costs and expenses pl
reasonable capital costs incurred in the administration of the loans financed by the Authority’s
bonds in accordance with a previously approved budget.

Beginning with the 1986-87 year, the Corporation also arranged to finance its student loan progra
through a group of banks. Loans made under this financing arrangement were the property of tt
banks and did not appear on the books of the Corporation. This arrangement was phased ¢
completely in December 1995.

Since June 15, 1994, the Corporation has entered into financing agreements with certai
commercial banks. These financing arrangements are different from previous arrangemen
because the Corporation now owns the loans as described in Note 9. The Corporation expects
obtain a new commitment for each subsequent year.

Because of the scarcity of tax-exempt private activity bond allocation from the State and because
the yield limitation for loans financed with tax-exempt bonds, the Corporation issued taxable
Education Loan Revenue Bonds for the first time in the year ended June 30, 1997.

During the 1984-85 year, the Corporation began administering the Teacher Loan Program (TLF
and the Auxiliary Loan Program for Students (ALPS). Neither of these programs is funded by the
bonds issued by the Authority or Corporation. ALPS loans have the same terms as other stude
loans.

The TLP is a part of the Education Improvement Act of 1984 passed by the South Carolina Gener:
Assembly. The Corporation was named in the Act as the administrator of this program and th
funds for operations and for making loans are provided by state appropriations. The intent of th:
program is to attract, through financial assistance, talented individuals and to encourage them
enter teaching in areas of critical need within the state. Loans are canceled at 20% to 33% per ye
for each year of teaching in a critical subject and/or location. These loans are repaid by thi
borrower if the borrower does not teach. TLP loans made for academic years before 1994-95 a
guaranteed by the Authority. Loans made for academic years 1994-95 or after are non-guaranteec
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1. Summary of Significant Accounting PoliciéSontinued):

1.2

13

14

Overall Operating Arrangeme{@ontinued):

The ALPS program is targeted primarily toward those borrowers ineligible to borrow under the
Authority's guarantee. Funds are provided to finance these loans through a line-of-credit from .
group of South Carolina banks. Through this arrangement, the Corporation is now able to proce:
all loan requests and function directly as the lender. All loans under the ALPS program are
guaranteed by United Student Aid Funds. The Corporation plans to sell these loans to a secondze
market before the repayment period begins. This arrangement is being phased out with onl
renewal borrowers being placed in the ALPS program.

Beginning July 1, 1995, the Corporation started offering various loans for advanced educatiol
called the Palmetto Alternative Loan Program (PAL). MED-PAL offers supplemental loans for
medical students enrolled at least half-time that have already received their yearly maximun
amount of Federal Stafford Loans. R&R-PAL offers supplemental loans for fourth year medical
students seeking their residency and relocation. INTER-PAL offers supplemental loans fol
international business students enrolled at least half-time that have already received their yeatr
maximum amount of Federal Stafford Loans. These loans are funded from Corporatior
accumulated unrestricted net assets.

Basis of Accounting

These statements are prepared on the accrual method of accounting recognizing income wh
earned regardless of when received and expenses when incurred regardless of when paid.

Display of Net Assets by Class

The Corporation adheres to the disclosures and display requirements of the Financial Accountir
Standards Board (FASB) as set forth in Statement of Financial Accounting Standards No. 117
“Financial Statements of Not-for-Profit Organizations.” SFAS No. 117 establishes standards fol
external financial reporting by non-profit organizations and requires that resources be classified fc
accounting and reporting purposes into three net asset categories: (a) unrestricted net assets,
temporarily restricted net assets, and (c) permanently restricted net assets, which are described
follows:

Unrestricted Net Assets - Net assets that are not subject to restrictions. These net assets, includ
Board designated, are legally unrestricted and can be used in any Corporation activity.

Temporarily Restricted Net Assets - Net assets subject to restrictions that will be met either b
actions of the Corporation and/or the passage of time. These net assets are made up of guarant
student loans from various funding sources.
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Summary of Significant Accounting Polici@Sontinued):

14

15

1.6

1.7

1.8

1.9

Display of Net Assets by ClagSontinued):

Permanently Restricted Net Assets - Net assets subject to stipulations that must be maintain
permanently by the Corporation. The Corporation does not have any such net assets.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principle:
requires management to make estimates and assumptions that affect the reported amounts of as
and liabilities and disclosures of contingent assets and liabilities at the date of the financia
statements and the reported amounts of revenues and expenses during the reporting period. Act
results could differ from those estimates.

Cash and Cash Equivalents:

For purposes of reporting cash flows, the Corporation considers all certificates of deposit
regardless of maturity, and treasury bills, commercial paper and money market funds, includin
those that are classified as restricted assets, with a maturity of three months or less, to be ca
equivalents.

Investments

Investments are valued at market value. Realized and unrealized gains and losses on sale
investments are determined based on the cost of investments.

Property and Equipment

Furniture, equipment and automobiles are capitalized at cost when purchased. Depreciation h
been provided using the straight-line method over useful lives of three to ten years for furniture an
equipment and three years for automobiles.

Deferred Compensation Agreement:

The Corporation offers its employees a voluntary deferred compensation plan structured an
operated in accordance with provisions of Internal Revenue Code Section 403(b). The plan i
administered by the Teachers Insurance and Annuity Association and the Corporation makes f
contributions on behalf of the participants. The Corporation's liability is limited to remitting
amounts deferred and withheld from the employees wages to the plan administrator.
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NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2000

Summary of Significant Accounting PoliciéSontinued):

1.10 Compensated Absences

Annual leave is earned at the rate of 10 to 20 days per year depending on length of employmer
Employees are encouraged to use all annual leave earned in a given year and expected to use at |
one week (5 consecutive days) each year. An employee may not carry forward more than
vacation days to the next year without his/her supervisor's permission. Earned, but unused, annt
leave will be paid when an employee terminates his/her employment except when this terminatio
is involuntary or inadequate notice is given. Sick leave is earned at the rate of 7 to 10 days per ye:
depending on length of employment. An employee may not carry forward more than 60 sick day:
to the next year without his/her supervisor's approval. Employees are not paid for earned, bt
unused, sick days upon termination of employment.

1.11 Total Columns on the Financial Statements

Columns on the financial statements captioned “1999 Totals Memorandum Only” are presente
only to facilitate financial analysis. Data in these columns do not present financial position in
conformity with generally accepted accounting principles.

Cash and Cash Equivalents

Cash and Cash Equivalents include demand deposits and short-term investments of less than three mo
as follows:

Unrestricted Carrying Value Market Value
U. S. Agency Bonds $ 3,401,143 $ 3,401,143
Demand Deposits 716,365 716,365

$ 4117508 $ 4,117,508
Temporarily Restricted Carrying Value Market Value
Repurchase Agreement $ 198,274  $ 198,274
South Carolina State Treasurer Pool 11,794,998 11,794,998
Demand Deposits 112,514 112,514

$ 12,105,786 $ 12,105,786

Cash and Cash Equivalents included in the Teacher Loan Program include the South Carolina Stz
Treasurer Pool of $ 11,794,998 and demand deposits of $ 112,514 totaling $ 11,907,512.
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3. Investments

Investments consist of guaranteed investment contracts and U.S. Treasury Notes. Investments’ ¢
and market value are the same. Investments’ market value is determined by quoted market values &
consist of the following:

Carrying Market
Value Appreciation Value

Unrestricted

Common Stock $ - $ 225,946 $ 225946
Temporarily Restricted

U.S. Treasury Notes - Short-Term $ 1,404,535 $ $ 1,404,535

Guaranteed Investment Contracts 31,866,303 31,866,303

Total $ 33,270,838 $ - $ 33,270,838
4, Amounts Due from/to the Corporation

The $ 8,892,356 amount due to the Authority represents funds due for income earned but not yet receiv
by the Corporation from the Department of Education and borrowers at June 30. These funds will b
remitted to the Authority when received. The Authority also owes the Corporation funds collected on thei
behalf of $ 10,270,671. Funds collected on behalf of the Corporation are required to be paid to th
Corporation by the tenth of each month.

5. Student Loans/Insurarice

Loans bear interest at a fixed rate of 7-12% or a variable rate. Variable rates are based on the Treasury |
rates and are adjusted each July 1. The rate in effect through June 30, 2000 is 6.32-7.87%. Loans
repayable over a period of five to ten years with a minimum payment of $ 360 or $ 600 per year
Repayment of principal is scheduled to begin six to ten months after the student graduates or ceases tc
enrolled on at least a half-time basis at an eligible institution.

During the fall of 1982, the Parent Loan Program became operational. Loans are made to parents
dependent undergraduate students. The interest rate on these loans disbursed prior to July 1, 1987 was
to 14%. Loans disbursed after that date have a variable interest rate which is adjusted each July 1. The
in effect through June 30, 2000 is 7.12-7.98%. Repayment begins within sixty (60) days aftel
disbursement. These loans must be repaid over a period of five to ten years with a minimun
payment of $ 600 per year.

Loans are insured against death, disability and default by the Authority and are reinsured by the U. !
Department of Education up to 100% for loans made prior to October 1, 1993, up to 98% for loans mad
on or after October 1, 1993 but before October 1, 1998, and 95% for loans made on or after October
1998. Prior to March 1, 1999, loan recipients paid an amount equal to 1/2 of 1% of the principal amount ¢
the loan as a guaranty premium. Two-thirds of this amount was forwarded to the Authority's Federe
Student Loan Reserve Account for the purpose of guaranteeing the loans. Since March 1, 1999, guara
premiums have not been charged, however, the Authority reserves the right to reinstate such charges
such times and in such lawful amounts as it deems appropriate.



EXHIBIT D
Sheet 7
SOUTH CAROLINA STUDENT LOAN CORPORATION

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2000

Student Loans/Insuran@@ontinued):

Loans may or may not be subsidized. Interest is paid on subsidized loans during the enrolled, grace a
deferred periods by the U. S. Department of Education. Upon entering the repayment period, the interest
paid by the borrower.

From August 1981 to October 1992, all student loan recipients paid an origination fee equal to 5% of th
loan amount. From October 1992 to July 1994, an additional origination fee of 1.5% was paid by
recipients of unsubsidized loans. Since July 1994, all loan recipients pay a reduced origination fee of 39
The origination fees collected reduce the amount of interest subsidy the federal government pays to lend
on behalf of student borrowers.

Bonds Payable

The Corporation issued Education Loan Revenue Bonds for the first time in the year ended June 30, 19¢
These bonds are secured only by loans funded by bond proceeds, related revenue from such loe
investments and earnings on investments in related accounts and by a debt service reserve funded ft
bond proceeds. These loans were previously financed by bank lines-of-credit as described in Note 9. T
bond resolution permits the Corporation to accumulate collections from borrowers to pay principal an
interest on bonds as due. The bonds do not constitute a debt, liability or obligation of the State of Sour
Carolina or a pledge of the faith and credit of the State of South Carolina. The current debt service accou
contains assets equal to the interest and principal accumulated to make the next payments of principal ¢
interest due. As of June 30, 2000, the Corporation was required to have assets deposited in the current ¢
service account of $ 8,529,864.

The Education Loan Revenue Bonds as of June 30, 2000 are as follows:

Balance Issued Balance
Outstanding (Retired) Outstanding
Issued Original Amount Maturity Date 6/30/99 During FY 00 6/30/00
July 11, 1996 $ 223,900,000 12/1/02-9/1/26 $ 171,123,474  $( 31,567,214) $ 139,556,260
May 15, 1997 335,300,000 12/1/04-9/1/27 299,012,571 ( 31,323,422) 267,689,149
May 14, 1998 211,400,000 9/1/33 211,400,000 211,400,000
July 7, 1999 150,000,000 9/1/07 150,000,000 150,000,000

$ 681,536,045 $_87,109,364 $ 768,645,409

The Corporation’s Treasury Indexed Bonds totaled $ 242,245,409 as of June 30, 2000, and have varia
interest rates ranging from the Treasury Index plus 0.54% to the Treasury Index plus 0.65%. Th
Corporation’s Auction Rate Bonds totaled $ 376,400,000 as of June 30, 2000, and have variable intere
rates determined by auctions every 7 to 28 days, subject to a maximum of the lesser of 20% and tl
Treasury Index plus 1.60%. The Corporation's LIBOR Indexed Bonds totaled $ 150,000,000 as of June 3
2000 and have variable interest rates equal to one-month LIBOR plus 0.27%. Throughout the year end
June 30, 2000, none of the rates exceeded 6.91%. Future interest payment projections are based upor
rate at June 30, 2000, which was 6.63%.
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Bonds PayabléContinued):

The Treasury Indexed Bonds and the LIBOR Indexed Bonds are not subject to redemption prior to maturi
but are subject to pro rata principal reduction payments prior to maturity based on targeted amortizatic
schedules. Failure by the Corporation to make any payment contemplated by an applicable Target
Amortization Schedule does not constitute a payment default. The Corporation’s intent is to follow thes
payment schedules.

The Auction rate bonds are subject to redemption in whole or in part at par plus accrued interest on the fir
day of any auction period, provided targeted amortization payments on other bonds have been made
accordance with the anticipated respective Targeted Amortization Schedules as of the date of su
redemption.

As of June 30, 2000, the scheduled debt service to retire these bonds is as follows:

Principal Interest Totals
2001 $ 98,731,193 $ 48,296,363 $ 147,027,556
2002 119,202,499 40,865,840 160,068,339
2003 113,334,354 33,041,387 146,375,741
2004 58,816,686 26,953,787 85,770,473
2005 2,160,677 24,979,195 27,139,872
2006 24,955,320 24,955,320
2007 24,955,320 24,955,320
2008 24,955,320 24,955,320
2009 24,955,320 24,955,320
2010 24,955,320 24,955,320
2011 24,955,320 24,955,320
2012 24,955,320 24,955,320
2013 24,955,320 24,955,320
2014 24,955,320 24,955,320
2015 24,955,320 24,955,320
2016 24,955,320 24,955,320
2017 24,955,320 24,955,320
2018 24,955,320 24,955,320
2019 24,955,320 24,955,320
2020 24,955,320 24,955,320
2021 24,955,320 24,955,320
2022 24,955,320 24,955,320
2023 24,955,320 24,955,320
2024 24,955,320 24,955,320
2025 24,955,320 24,955,320
2026 24,955,320 24,955,320
2027 85,000,000 20,259,070 105,259,070
2028 80,000,000 14,899,820 94,899,820
2029 14,015,820 14,015,820
2030 14,015,820 14,015,820
2031 14,015,820 14,015,820
2032 14,015,820 14,015,820
2033 14,015,820 14,015,820
2034 211,400,000 2,335,970 213,735,970
Totals $ 768,645,409 805,772,252 $1574,417,661
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Notes Payable - Finance Loans

The September 18, 1979 bond issue requires that all funds advanced to the Corporation by the Authority 1
the purpose of making student loans be evidenced by a note between the two parties. This note was se
on September 18, 1979 in the amount of the outstanding Guaranteed Student Loans (GSL) as of that dat:
3,970,167). The note is increased by all advances for the purpose of making loans and decreased by
payments of principal which are returned to the Authority. At June 30, 2000, the note totaled ¢
372,201,163.

Income from Department of Education

As an inducement to the lender to make guaranteed student loans, the U. S. Department of Education p
the Corporation a special allowance which is based on a variable percentage of the unpaid principal of t
loans and was instituted to assure that the interest rate and other limitations of the Higher Education Act,
the context of the current money market conditions, would not adversely affect access to student loans
cause the rate of return on student loans to be less than equitable.

Bank Lines of Credit

The Corporation entered into financing arrangements with Bank of America, N.A., First Union National
Bank and Wachovia Bank, N.A. to finance its student loan programs. These lines of credit are used 1
finance student loans until permanent financing is obtained (see Note 1.2). A portion of this commitmer
is restricted for funding of the ALPS program. Although the banks have no further obligation to extenc
credit, the Corporation anticipates lines of credit can be obtained, if necessary. As of June 30, 2000, tl
Corporation had available the following lines of credit and the following amounts were outstanding:

Line of Credit Balance
Year Available at June 30, 2000 Due Date
1999 $ 234,000,000 $ November 2, 2000
2000 234,000,000 182,008,132 November 2, 2001

$ 182,008,132

Principal advances will accrue interest from the date of the first advance at one of the following rates: 3
Day Adjusted LIBOR plus .30%, Overnight Federal Funds plus .39% or 91 Day Treasury Rate plus .88%
The Corporation has the ability to alternate rates on a calendar quarter basis by notifying Bank of Americ
of the selected rate fifteen (15) days prior to the beginning of the effective quarter. On the 1999 and 20C
lines of credit, the Corporation will pay an additional fee of .05% of the unused portion of credit line
available. All student loans issued under this loan commitment will serve as collateral to the banks. Th
Corporation has agreed, among other things, to certain loan covenants which include maintaining a defa
rate no greater than four (4%) percent and that the South Carolina Education Assistance Authority wi
maintain at least an "A" bond rating on its Insured Student Loan Revenue Bond Issues as published
Standard and Poor’s Corporation. The Corporation has complied with the covenants at June 30, 2000.
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Employee Benefit Plans

10.1

10.2

The Corporation provides retirement benefits through the South Carolina Student Loan Mone
Purchase Pension Plan for all employees who have completed one year of service and attained ¢
21. The Corporation has adopted the Wachovia Bank Money Purchase Pension Plan. Wacho\
Bank, N.A. is the Trustee of the Plan. This is a defined contribution plan in which the employer
contributes 5.6% of the participant's total annual compensation plus 5.6% of compensatiol
exceeding $ 72,600. Contributions are paid monthly. A participant is 20% vested after three year
service and 100% vested after seven years. A participant receives normal retirement at age Sixi
five. At termination of employment or reaching normal retirement age, the participant has the righ
to elect to receive all or any portion of his vested benefit derived from employer contributions.
Voluntary contributions are not permitted. Forfeitures under the plan reduce the employer
contribution in the year following the plan year in which the forfeiture occurs. The total pension
expense for 2000 totaled $ 171,616 and is fully funded.

The South Carolina Student Loan Corporation finalized a supplemental retirement plan for it
employees on July 1, 1998. The Plan is a defined benefit pension plan covering substantially a
employees with one year of service and over 21 years of age. The Plan provides benefits based
participant earnings. The benefit formula uses one percent of average pay times years of service r
to exceed 30 years. The Corporation funding policy is to make the minimum annual contribution
that is actuarially computed by the projected unit credit method required by the Plan.

The expense for this Plan totaled $ 257,099 for the year ended June 30, 2000. The Authorit
contributed $ 69,292 to the expense for this Plan for its employees. The components of the pensi
cost charged to expense consisted of the following:

Service Cost (Benefits Earned) $ 166,641
Interest Cost on Projected Benefit Obligation 140,664
Actual Return on Assets ( 59,045 )
Net Amortization and Deferral 111,915
Minimum Liability ( _103,076)
Net Pension Cost $_ 257,099

The following sets forth the Plan’s funded status as of June 30, 2000. The measurement date of t
projected benefits obligation and Plan assets was June 30, 2000.

Actuarial Present Value of Benefit Obligations:

Vested Benefit Obligation $ 1,246,031
Nonvested Benefit Obligation 74,960
Accumulated Benefit Obligation $ 1,320,991

Projected Benefits $( 2,169,389 )
Plan Assets at Fair Value 886,795
Projected Benefit Obligation (In Excess of) Plan Assets $( 1,282,594 )
Unrecognized Prior Service Cost 1,169,662
Unrecognized Net Loss 255,828
Required Additional Minimum Liability (__562,298

Accrued Pension Cost $(__419,402
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Employee Benefit Plarf€ontinued):

10.2 (Continued):

Assumptions used in accounting for net periodic pension cost were for discount rates of 7.5%
weighted average rates of increase in compensation levels of 4%, and expected long-term rate
return on assets of 8%. Plan assets include life insurance policies and money market fund
Employer contributions were $ 202,381. No participant contributions are permitted by the Plan
Benefit payments made during the year ended June 30, 2000 totaled $ 26,399.

10.3 Certain health care, dental, long-term disability and life insurance benefits are provided to activ
employees. All full-time and part-time employees who worked at least 32 hours per week
are eligible to receive these benefits. Employer contributions applicable to those benefits wer
$611,134 in 2000.

Operating Leases

The Corporation leases office space under a lease that expires September 30, 2002. The future obligati
under this lease follow:

Year Ended June 30 Office Space
2001 $ 275,049
2002 68,762
Total Minimum Lease Payments $_ 343811

Total rental expenses including rental agreements under one year in duration were $ 207,429 for June
2000. Certain lease expense is allocated to South Carolina State Education Assistance Authority based
space occupied.

Concentration Risk

The Corporation maintains cash accounts in commercial banks where the amounts on deposit
June 30, 2000 exceeded the insurance limits of the Federal Deposit Insurance Corporation |
approximately $ 200,000.

Disclosures About Fair Value of Financial Instruments

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

The Corporation intends to carry its investments and receivables to maturity. The Corporation also inten
to carry to maturity the finance loans with the South Carolina State Education Assistance Authority.
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14. Assets Released from Restrictions

Net assets during the year ended June 30, 2000 were released from restrictions by incurring expen
satisfying the restricted purposes and by occurrence of other events specified as follows:

Personnel $ 212,565
Contractual Services 15,744
General Operating 43,806
Interest on Debt 55,265,208
TLP Cancellations 4,188,420
Amortization of Deferred Cost of Bond Issuance 88,713
Payment to SC State Education Assistance

Authority for Student Loan Income 33,513,035
Lender Origination Fees 2,359,524
Reinsurance Expense 71,397
Broker Dealer Fees 952,328
Other 180,567
Total Expenses $ 96,891,307
Other Transfers for Loan Servicing on

Bank Loans 1,403,807
Transfers for Loan Servicing on Taxable Bonds 1,658,900
Transfer from TLP Fund for Operations 20,352

Total $ 99,974,366

15. Subsequent Event

On July 18, 2000, the Corporation issued $ 150,000,000 in Education Loan Revenue Bonds maturing Ju
1, 2010. The Bonds are issued as Senior Lien Bonds pursuant to a June 7, 1996 General Resolution ar
Series Resolution effective as of July 12, 2000. The bonds will be used to finance student loans includir
the retirement of short term lines of credit (See Note 9).

16. Prior Period Adjustment

Effective July 1, 1999, the Corporation changed the method of computing depreciation on certain comput
and other office equipment from five (5) or ten (10) years to three (3) years to better reflect the actual usef
lives of the equipment.

Beginning net assets were decreased by $ 816,257 at June 30, 1999.
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SOUTH CAROLINA STUDENT LOAN CORPORATION

SCHEDULE OF PROPERTY AND EQUIPMENT

YEAR ENDED JUNE 30, 2000

Accumulated
Depreciation
(Restated)
6/30/99

Accumulated
Depreciation
6/30/99

Depreciation

Description and Rate Adjustment

Cost

Depreciation
Expense

SCHEDULE 4

Accumulated
Depreciation
6/30/00

Disposals
and
Transfers

Furniture and Fixtures:
Computer Equipment
Typewriters

$ 1471289 $ 1,042,422 $ 761,985 $ 1,804,407 $

168,235 $ 799,800 $ 1,172,84

10,005 10,005 10,005 10,005
Filing Equipment 67,558 51,451 51,451 3,784 55,235
Furniture 43,813 38,193 38,193 1,230 39,423
Other Office Machines 324,993 151,342 54,272 205,614 38,681 17,990 226,305
Partitions and Worksurfaces 111,934 102,039 102,039 4,359 106,398
Telephone Equipment 188,415 89,574 89,574 18,317 107,891
Miscellaneous 56,527 4,014 4,014 3,118 7,132
Total Furniture and Fixtures $ 2,274534 $ 1,489,040 $ 816,257 $ 2,305,297 $ 237,724 $ 817,790 $ 1,725,2:
Automobiles:
1996 Chrysler $ $ 15,600 $ $ 15,600 $ $ 15,600 %
1998 Pontiac Bonneville 14,119 4,706 4,706 4,707 9,413
1999 Buick Park Avenue 18,897 6,298 6,298
Total Automobiles $ 33,016 $ 20,306 $ - $ 20,306 $ 11,005 $ 15,600 $ 15,711

Grand Totals $ 2,307,550 $ 1,509,346 $ 816,257 $ 2,325,603 $

248,729 $ 833,390 $ 1,740,94
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SCHEDULE 6

SOUTH CAROLINA STUDENT LOAN CORPORATION

SCHEDULE OF ORGANIZATIONAL DATA

YEAR ENDED JUNE 30, 2000

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

premises.
BOARD OF TRUSTEES OF THE CORPORATION

Name Office Term Expires 6/30
Fred L. Green, llI Chairman 2002
G. Lee Cory Vice-Chairman 2001
Robert W. Derrick Vice-Chairman 2002
H. Roderick Murchison Treasurer 2003
William M. Mackie, Jr. Secretary, President 2001
Melvin E. Barnette 2002
Sharon W. Bryant 2003
R. Thornwell Dunlap, Jr. 2003
J. Thornton Kirby 2002
James C. McColl 2001
Dr. Dennis A. Pruitt, Sr. 2003



SOUTH CAROLINA STUDENT LOAN CORPORATION

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2000

Federal Grantor/ CFDA Amount of
Program Title Number Grant

U.S. Department of Education Programs:
Higher Education Act Insured Loans Contract
Federal Family Education Loan Programs:
Special Allowances 84.032
Subsidized Interest 84.032
Total U.S. Department of Education
Programs (Major Program)

SCHEDULE 7

Expenses

$ 13,929,937
26,050,998

$_ 39,980,935




[DERRICK, STUBBS & STITH, L.L.P.

Francis £. Davis, CPA

CERTIFIED PUBLIC ACCOUNTANTS A. David Masters, CPA
Charles R. Statlar, |r., CPA
508 Hampton Street, 1+ Floor = Post Office Box 36 Alan F. Grimsley, CPA
Columbia, South Carolina 29202-0036 — .
Telephone: (803) 799-5810 » Facsimile: (803) 799-5554 e eI

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITKEOVERNMENT AUDITING STANDARDS

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

We have audited the financial statements of the South Carolina Student Loan Corporation as of and 1
the year ended June 30, 2000, and have issued our report thereon dated August 31, 2000. We condu
our audit in accordance with generally accepted auditing standards and the standards applicable
financial audits contained iGovernment Auditing Standardssued by the Comptroller General of the
United States.

Compliance
As part of obtaining reasonable assurance about whether the South Carolina Student Loan Corporatio

financial statements are free of material misstatement, we performed tests of its compliance with certe
provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct ar
material effect on the determination of financial statement amounts. However, providing an opinion of
compliance with those provisions was not an objective of our audit and, accordingly, we do not expres
such an opinion. The results of our tests disclosed no instances of noncompliance that are required to
reported undeGovernment Auditing Standards

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the South Carolina Student Loan Corporation’
internal control over financial reporting in order to determine our auditing procedures for the purpose ¢
expressing our opinion on the financial statements and not to provide assurance on the internal cont
over financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be materia
weaknesses. A material weakness is a condition in which the design or operation of one or more of tl
internal control components does not reduce to a relatively low level the risk that misstatements i
amounts that would be material in relation to the financial statements being audited may occur and n
be detected within a timely period by employees in the normal course of performing their assigne
functions. We noted no matters involving the internal control over financial reporting and its operatior
that we consider to be material weaknesses.

This report is intended for the information of the management, Board of Trustees and the U.S
Department of Education and is not intended to be and should not be used by anyone other than thc

specified parties.
B‘LW-JQ_, ,W - Nlﬂ\ \ L(..f3

August 31, 2000

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

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

Compliance
We have audited the compliance of the South Carolina Student Loan Corporation with the types ¢

compliance requirements described in thé. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplemethiat are applicable to its major federal programs for the year ended June 30
2000. The South Carolina Student Loan Corporation’s major federal program is identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned cos
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of i
major federal programs is the responsibility of the South Carolina Student Loan Corporation’s
management. Our responsibility is to express an opinion on the South Carolina Student Loa
Corporation’s compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards; t
standards applicable to financial audits containedsmvernment Auditing Standardssued by the
Comptroller General of the United States; and OMB Circular A-128idits of States, Local
Governments, and Non-Profit OrganizationBhose standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the tyj
of compliance requirements referred to above that could have a direct and material effect on a maj
federal program occurred. An audit includes examining, on a test basis, evidence about the Sotl
Carolina Student Loan Corporation’s compliance with those requirements and performing such oth
procedures as we considered necessary in the circumstances. We believe that our audit provide
reasonable basis for our opinion. Our audit does not provide a legal determination on the South Carolil
Student Loan Corporation’s compliance with those requirements.

In our opinion, the South Carolina Student Loan Corporation complied, in all material respects, with th
requirements referred to above that are applicable to each of its major federal programs for the ye
ended June 30, 2000.

Internal Control Over Compliance
The management of the South Carolina Student Loan Corporation is responsible for establishing a
maintaining effective internal control over compliance with requirements of laws, regulations, contract

Member: Amarican Institute of Certified Public Accountants / Seouth Carclina Association of Certified Public Accountants



To the Board of Trustees
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and grants applicable to federal programs. In planning and performing our audit, we considered tt
South Carolina Student Loan Corporation’s internal control over compliance with requirements tha
could have a direct and material effect on a major federal program in order to determine our auditin
procedures for the purpose of expressing our opinion on compliance and to test and report on interr
control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters i
the internal control that might be material weaknesses. A material weakness is a condition in which tt
design or operation of one or more of the internal control components does not reduce to a relatively lo
level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grar
that would be material in relation to a major federal program being audited may occur and not b
detected within a timely period by employees in the normal course of performing their assigne
functions. We noted no matters involving the internal control over compliance and its operations the
we consider to be material weaknesses.

This report is intended for the information of the management, Board of Trustees and the U.S
Department of Education and is not intended to be and should not be used by anyone other than thc

specified parties.
B‘LW-JQ_, ,W - Nlﬂ\ \ L(..f3

August 31, 2000



SCHEDULE 8

SOUTH CAROLINA STUDENT LOAN CORPORATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2000

1. Summary of Auditor’s Results:

) Type of report issued on financial statements Unqualified
(i) Reportable material weaknesses in internal
control conditions None
(i)  Material noncompliance to the financial
statements None
(iv)  Material weaknesses in reportable conditions
in internal control over major programs None
(V) Type of report issued on compliance for major
programs Unqualified
(vi)  Audit findings required to be reported under
paragraph .510(a) OMB 133 None
(vii) Identification of major programs:
U.S. Department of Education
Higher Education Act Insured Loan Programs
Federal Family Education Loan Program CFEDA# Expenditure
Special Allowances 84.032 $ 13,929,937
Subsidized Interest 84.032 _ 26,050,998
Total Federal Family Education Loan
Program (Major Program) $ 39,980,935
(viii) Dollar threshold used to distinguish between Type A
and Type B programs $ 1,199,428
(ix)  South Carolina Student Loan Corporation qualifies as
a low risk auditee under paragraph .530 OMB 133 Yes
2. Findings related to the financial statements which are required
to be reported in accordance with GAGAS None
3. Findings and questioned costs for Federal awards including
audit findings as defined in paragraph .510(a) OMB 133
0) Audit findings (e.g., internal control findings, compliance
findings, questioned costs, or fraud) None
(i) Audit findings which relate to both the financial
statements and Federal awards None



SCHEDULE 9

SOUTH CAROLINA STUDENT LOAN CORPORATION

SCHEDULE OF SUMMARY OF PRIOR YEAR AUDIT FINDINGS

JUNE 30, 2000

There are no prior audit findings and questioned costs relative to Federal Awards.



SCHEDULE 10

SOUTH CAROLINA STUDENT LOAN CORPORATION

SCHEDULE OF CORRECTIVE ACTION PLAN

JUNE 30, 2000

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



