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O elliott davis

Independent Auditor’s Report

Beaufort-Jasper Higher Education Commission
Bluffton, South Carolina

Report on the Financial Statements

We have audited the financial statements of the business-type activities and the discretely presented component
unit of the Beaufort-Jasper Higher Education Commission (the “Commission”), a component unit of the University
of South Carolina, which collectively comprise the Commission’s basic financial statements as of and for the year
ended June 30, 2022, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the respective
financial position of the business-type activities and the discretely presented component unit of the Commission
as of June 30, 2022, and the changes in its financial position 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). 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 Commission
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.

Change in Accounting Principle

As described in Notes 1 and 4 to the financial statements, as of July 1, 2021, the Commission adopted new
accounting guidance, GASB Statement No. 87, Leases. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes 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 Commission’s ability to continue as a going
concern within one year after the date that the financial statements are issued or available to be issued.

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 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, 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 control 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 Commission’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 Commission’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.

Other Matters
Required Supplementary Information

Management has omitted management’s discussion and analysis that accounting principles generally accepted in
the United States of America require to be presented to supplement the basic financial statements. Such missing
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. Our opinion on the basic financial
statements is not affected by the omitted information.

f%@m Le

Columbia, South Carolina
September 12, 2022
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Statement of Net Position

As of June 30, 2022

Assets
Current assets
Cash and cash equivalents S 6,044,345
Restricted - cash and cash equivalents 3,500,000
Accounts receivable 13,619
Lease receivable 37,993
Due from primary government, net 160,525
Prepaid items 185,288
Total current assets 9,941,770
Noncurrent assets
Capital assets, net of accumulated depreciation 40,059,457
Nondepreciable capital assets 4,489,847
Total noncurrent assets 44,549,304
Total assets 54,491,074

Deferred outflows of resources

Deferred loss on debt refunding 1,342,447
Liabilities
Current liabilities
Accounts payable 128,750
Unearned revenue 203,969
Lease payable 155,473
Accrued compensated absences 21,000
Accrued interest payable 50,256
Long-term debt - current portion 1,176,472
Total current liabilities 1,735,920

Noncurrent liabilities

Long-term debt 31,151,619
Total noncurrent liabilities 31,151,619
Total liabilities 32,887,539

Deferred inflows of resources

Deferred inflows - leases 36,149
Net Position
Net investment in capital assets 13,548,968
Restricted for debt service 3,500,000
Unrestricted 5,860,865
Total net position $ 22,909,833

See Notes to Financial Statements
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Statement of Revenues, Expenses and Change in Net Position

For the year ended June 30, 2022

Operating revenues
Charges for sales and services:
Housing 5,792,906
Dining 2,862,655
Other 253,896
Total operating revenues 8,909,457
Operating expenses
Costs of sales and services:
Housing 1,926,059
Dining 2,990,428
Administration
Services and supplies 501,014
Other 69,037
Amortization expense 1,028,420
Depreciation expense 1,577,978
Total operating expenses 8,092,936
Operating income 816,521
Nonoperating revenues (expenses)
County appropriations 2,451,728
Interest income 15,661
Interest on capital asset related debt (735,515)
Support to USC Beaufort (2,258,351)
Gifts for scholarships 5,000
Gain on sale of capital assets 72,735
Net nonoperating revenues (expenses) (448,742)
Change in net position 367,779
Net position, beginning of year 22,616,176
Restatement (74,122)
Net position, beginning restated 22,542,054
Net position, end of year $ 22,909,833

See Notes to Financial Statements




Beaufort-Jasper Higher Education Commission
Statement of Cash Flows
For the year ended June 30, 2022

Operating activities
Receipts from sales and services
Payments to suppliers
Net cash provided by operating activities

Noncapital financing activities
County appropriations

Support to USC Beaufort
Gifts for scholarships

Net cash provided by noncapital financing activities

Capital and related financing activities
Purchase and construction of capital assets
Principal paid on capital asset related debt
Interest paid on capital asset related debt
Payment of note payable
Payment on lease payable
Net cash used for capital and related financing activities

Investing activities
Collection of note receivable
Proceeds from the sale of capital assets
Interest income
Net cash provided by investing activities
Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of cash and cash equivalents
Cash and cash equivalents
Restricted - cash and cash equivalents

Reconciliation of net operating income to net cash
provided by operating activities
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities
Amortization expense
Depreciation expense
Change in current assets and liabilities
Accounts receivable
Lease receivable
Due from primary government, net
Prepaid items
Accounts payable
Unearned revenues
Net cash provided by operating activities

Noncash transactions
GASB 87 - Leases cumulative-effect adjustment

See Notes to Financial Statements

$ 9,340,564
(5,374,159)

3,966,405

2,451,728
(2,258,351)

5,000

198,377

(174,689)
(1,796,133)
(737,947)
(341,003)
(918,252)

(3,968,024)

157,369
640,949

15,661
813,979

1,010,737

8,533,608

S 9,544,345

S 6,044,345
3,500,000

S 9,544,345

S 816,521

1,028,420
1,577,978

(3,515)
(1,308)
233,811
56,817
55,562
202,119

$ 3,966,405

$ (74,122)
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Non-Governmental Discretely Presented Component Unit - Beaufort-Jasper Higher Education Foundation
Statement of Financial Position

As of December 31, 2021
Assets
Cash and cash equivalents S 72,311
Due from Beaufort-Jasper Higher Education Commission 341,003
Total assets S 413,314

Liabilities and Net Assets

Liabilities
Total liabilities S -
Net Assets
Without donor restrictions 591
With donor restrictions 412,723
Total net assets 413,314
Total liabilities and net assets S 413,314

See Notes to Financial Statements
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Non-Governmental Discretely Presented Component Unit - Beaufort-Jasper Higher Education Foundation
Statement of Activities
For the year ended December 31, 2021

Without Donor With Donor

Restrictions Restrictions Total
Revenues
Contributions S - S 2,000 S 2,000
Interest 22 - 22
Net assets released from restrictions 18,500 (18,500) -
Total revenues 18,522 (16,500) 2,022
Program Expenses
Scholarships and awards 18,500 - 18,500
Total expenses 18,500 - 18,500
Change in net assets 22 (16,500) (16,478)
Net assets, beginning of year 569 429,223 429,792
Net assets, end of year S 591§ 412,723  $ 413,314

See Notes to Financial Statements
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Notes to Financial Statements

June 30, 2022

Note 1. Summary of Significant Accounting Policies

Reporting entity:

The Beaufort-Jasper Higher Education Commission (the “Commission”) was created in 1994 by the South Carolina
General Assembly. The Commission's primary purpose is to provide support and encouragement for all undertakings
to improve the higher education opportunities for the benefit of the citizens and residents of Beaufort and Jasper
Counties, South Carolina.

The nine members of the Commission are appointed by the Governor of the State of South Carolina. Seven members
must be residents of Beaufort County and two members must be residents of Jasper County. Appointments are based
on the recommendation of a majority of the respective county’s legislative delegation.

The Commission serves as the liaison between the University of South Carolina Beaufort campus (“USC Beaufort”)
and the Beaufort and Jasper communities as well as the oversight committee for campus dormitories and the student
center, including the construction and management of those facilities. Management personnel of the Commission are
employed by USC Beaufort and report to the University of South Carolina (the “University”).

GASB Codification Section 2600, Reporting Entity and Component Unit Presentation and Disclosure, provides
criteria for determining whether certain organizations should be reported as component units based on the nature
and significance of their relationship with a primary government and classifies reporting requirements for those
organizations. Based on these criteria, the financial statements include the Commission and its discretely
presented component unit, the Beaufort-Jasper Higher Education Foundation (the “Foundation”). Additional
information on the discretely presented component unit is included in Note 10. In addition, the Commission is
considered a discretely presented component unit of the University and is thus included in the University's
financial statements.

Basis of accounting:

For financial reporting purposes, the Commission is considered to be a special-purpose government engaged only in
business-type activities. Accordingly, the Commission's financial statements have been presented using the economic
resources measurement focus and the accrual basis of accounting. Under the accrual basis, revenues are recognized
when earned and expenses are recorded when an obligation has been incurred.

The Commission distinguishes operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with the
Commission’s principal ongoing operations. The principal operating revenues of the Commission are housing and
dining fees charged to students of USC Beaufort. Operating expenses for the Commission include cost of sales and
services, administration expenses, amortization expense, and depreciation on capital assets. Cost of sales and services
includes expenses related to maintenance, utilities, and contractual services. All revenues and expenses not meeting
this definition are reported as nonoperating revenues and expenses.

Cash and cash equivalents:

For purposes of the Statement of Cash Flows, the Commission considers all highly liquid investments with an original
maturity of three months or less to be cash equivalents. Restricted cash and cash equivalents are comprised of
externally restricted funds.
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Notes to Financial Statements

June 30, 2022

Note 1. Summary of Significant Accounting Policies, Continued

Due from primary government:

Due from primary government consists of amounts due from USC Beaufort for student housing and dining fees. USC
Beaufort acts as an agent and collects housing and dining fees from students on behalf of the Commission. Unpaid
fees are reported to the Commission and recorded net of estimated uncollectible amounts.

Management has estimated the allowance for doubtful accounts based upon actual losses experienced in prior years
and evaluation of the current accounts.

Prepaid items:

Expenditures for services paid for in the current or prior fiscal years and benefiting more than one accounting period
are allocated among accounting periods. Amounts reported in this asset account consist primarily of insurance
premiums and prepaid rent.

Capital assets:

Capital assets are recorded at cost at the date of acquisition or fair market value at the date of donation in the case
of gifts. All land is capitalized, regardless of cost. Qualifying improvements that rest in or on the land itself are
recorded as depreciable land improvements. Major additions and renovations and other improvements that add to
the usable space, prepare existing buildings for new uses, or extend the useful life of an existing building are
capitalized. The Commission capitalizes movable personal property with a unit value in excess of $5,000 and a useful
life in excess of two years and depreciable land improvements and buildings and improvements costing in excess of
$100,000. Routine repairs and maintenance are charged to operating expenses in the year in which the expense was
incurred.

Depreciation is computed using the straight-line method over the estimated useful lives of the assets, generally
40 years for buildings, 15 years for land improvements, and 5 to 10 years for furniture and fixtures, software, and
equipment. Depreciation expense totaled $1,577,978 for the fiscal year ended June 30, 2022.

Leases:
The Commission determines if an arrangement is a lease at inception.

Agreements in which the Commission is the lessee are included capital assets, net of accumulated amortization and
lease payables on the Statement of Net Position. Leased assets represent the Commission’s right to use an underlying
asset for the lease term and lease liabilities represent the obligation to make lease payments arising from the lease.
Leased assets and lease liabilities are recognized at commencement date based on the present value of lease
payments over the lease term. As most of the Commission’s leases do not provide an implicit rate, an incremental
borrowing rate based on the information available at commencement date is used in determining the present value
of lease payments. The leased asset also includes any lease payments made and excludes lease incentives. Lease
terms may include options to extend or terminate the lease when it is reasonably certain that those options will be
exercised. Lease expenses are included in amortization expense.
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Notes to Financial Statements

June 30, 2022

Note 1. Summary of Significant Accounting Policies, Continued

Leases, continued:

Agreements in which the Commission is the lessor are included lease receivable and deferred inflow of resources on
the Statement of Net Position. The lease receivable is measured at the present value of the lease payments expected
to be received during the lease term. A deferred inflow of resources is recorded at the initiation of the lease in an
amount equal to the initial recording of the lease receivable. The deferred inflow of resources is amortized on a
straight-line basis over the term of the lease.

Deferred outflows of resources:

The Commission’s deferred outflows of resources consists of a deferred loss on debt refunding that occurred in 2012
and the deferred loss from the current year debt refunding. The original amortization period remaining from the prior
refunding (June of 2035) is shorter than the life of the current year refunding (June of 2037), and therefore, the
deferred loss is amortized on a straight-line basis through that date.

Use of estimates:

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets, deferred outflows of
resources, liabilities, revenues and expenses and affect disclosure of contingent assets and liabilities at the date of the
financial statements. Significant estimates used include depreciation expense. Actual results could differ from those
estimates.

Net position:

The Commission's net position is classified as follows:

Net investment in capital assets: This represents the Commission's total investment in capital assets, net of
outstanding debt obligations, retainage payable, accounts payable, and deferred losses on debt refunding related
to those capital assets. To the extent debt has been incurred but not yet expended for capital assets, such
amounts are not included as a component of net investment in capital assets.

Restricted: The restricted component of net position includes resources which the Commission is legally or
contractually obligated to spend in accordance with restrictions imposed by external third parties.

Unrestricted: The unrestricted component of net position represents resources derived from charges for sales
and services and County appropriations. These resources are used for transactions relating to the general
operations of the Commission and may be used at the discretion of the governing board to meet current expenses
for any purpose.

The Commission’s policy for applying expenses that can be used for both restricted and unrestricted resources is to
first apply the expense to restricted resources then to unrestricted resources.

10
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Notes to Financial Statements

June 30, 2022

Note 1. Summary of Significant Accounting Policies, Continued

Income taxes:

The Commission is a special purpose government of the State of South Carolina and is, therefore, generally exempt
from federal and state income taxes under applicable federal and state statutes and regulations on related income.

Certain activities of the Commission may be subject to taxation as unrelated business income.

Adoption of new accounting standards:

Effective for the fiscal year ended June 30, 2022, the Commission adopted GASB issued Statement 89, Accounting for
Interest Cost Incurred before the End of a Construction Period, which makes it easier to compare the information about
capital assets and borrowing costs for government activities and business-type activities by state and local
governments. It also simplified accounting for interest cost incurred before the end of a construction period. The
adoption of this standard had no material effect on the Commission’s financial statements in the current fiscal year.

The Commission also adopted GASB issued Statement 93, Replacement of Interbank Offered Rates, which addressed
the accounting and financial reporting implications that resulted from the replacement of an interbank offered rate
(IBOR). The removal of the London Interbank Offered Rate (LIBOR) as an appropriate benchmark interest rate was
effective for reporting periods ending after December 31, 2021. All other requirements of the Statement are effective
for reporting periods beginning after June 15, 2021. Earlier application is encouraged. The adoption of this standard
had no material effect on the Commission’s financial statements in the current fiscal year.

Unearned revenue:

The Commission recognizes unearned revenue in connection with resources that have been received, but not yet
earned. Unearned revenue amounts represent payments for student housing made in advance to be used for future
billings.

Reclassifications:

Certain amounts in the prior-year financial statements have been reclassified in order to be comparable with the
current year presentation.

Subsequent events:

In preparing these financial statements, the Commission’s management has evaluated events and transactions for
potential recognition or disclosure through September 12, 2022, the date these financial statements were available
for issuance.

Note 2. Deposits and Investments

Deposits:

Deposits include cash and cash equivalents on deposit in banks. At June 30, 2022, the carrying amount of the
Commission's deposits was $6,833,618 and the bank balance was $6,877,302.

11
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Notes to Financial Statements

June 30, 2022

Note 2. Deposits and Investments, Continued

Custodial credit risk - deposits:

Custodial credit risk is the risk that in the event of a bank failure, the Commission's deposits may not be returned to
it. The total cash balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per bank.
The Commission’s policy with respect to custodial credit risk is that all of the Commission’s deposits in excess of
amounts insured by the FDIC are collateralized. At June 30, 2022, all of the Commission’s deposits were insured or
collateralized.

The following reconciles deposits and investments to the Statement of Net Position amounts:

Cash and cash equivalents S 6,044,345 Demand deposits S 6,833,618

Restricted - cash and cash equivalents 3,500,000 Repurchase agreements 2,710,727

Total S 9,544,345 Total S 9,544,345
Investments:

All of the Commission’s investments are presented at fair value. Investment income consists of realized and
unrealized appreciation (depreciation) in the fair value of investments and interest income earned. As of June 30,
2022, the Commission’s investments consisted of repurchase agreements with a fair value of $2,710,729 and an
original maturity of three months or less, which are classified as cash and cash equivalents on the Statement of Net
Position.

The Commission’s investments measured and reported at fair value are classified according to the following
hierarchy:

Level 1: Investments reflect prices quoted in active markets for identical assets.

Level 2: Investments reflect prices that are based on similar significant observable assets either
directly or indirectly, which may include inputs in markets that are not considered to be
active.

Level 3: Investments reflect prices based upon significant unobservable sources.

The categorization of investments within the hierarchy is based upon the pricing transparency of the instrument and
should not be perceived as the particular investment’s risk.

12
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Notes to Financial Statements

June 30, 2022

Note 2. Deposits and Investments, Continued

Investments, continued:

The following table presents the Commission's fair value hierarchy for those assets (and liabilities) measured at fair
value as of June 30, 2022:

Fair value measurements

June 30, 2022 Level 1 Level 2 Level 3
Investments by fair value level:
Repurchase agreements S 2,710,729 S - S 2,710,729 S -
Total investments held in the
Commission’s name S 2,710,729 S - $ 2,710,729 S -

Custodial credit risk - investments:

Custodial credit risk for investments is the risk that in the event of a failure of the counterparty to a transaction, the
Commission will not be able to recover the value of investments or collateral securities that are in possession of an
outside party. The Commission’s policy with respect to custodial credit risk is that all of the Commission’s
investments in excess of $250,000, the amount insured by the Federal Deposit Insurance Corporation (FDIC), are
collateralized. As of June 30, 2022, all of the Commission’s investments in excess of $250,000 were insured or
collateralized.

Interest rate risk:

Interest rate risk is the risk that changes in the interest rates will adversely affect the fair value of an investment. The
Commission’s respective maturity dates are as noted above. The Commission does not have a formal policy that
limits investment maturities as a means of managing its exposure to fair value losses arising from increasing interest
rates.

Credlit risk:

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations to the
Commission. The Commission has no investment policy that would limit its investment choices. As of June 30, 2022,
the securities underlying the Commission’s investment in the repurchase agreements were with governmental

agencies and were not rated.

Concentration of credit risk:

Concentration of credit risk is the risk of loss attributed to the magnitude of the Commission’s investments in a single
issuer. The Commission places no limit on the amount the Commission may invest in any one issuer.

13
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Notes to Financial Statements

June 30, 2022

Note 3. Due from Primary Government, Net

Due from primary government, net consisted of the following at June 30, 2022:

Housing and dining fees S 178,226
Less: allowance for doubtful accounts 17,701

Due from primary government, net S 160,525
Note 4. Lease Obligations

The Commission, as a lessee, recognizes a lease asset and lease liability at the commencement of the lease term,
with certain exceptions for short-term leases and leases that transfer ownership of the underlying asset. As lessee,
the right of use asset is measured at the amount of the initial measurement of the lease liability, plus any payments
made to the lessor at or before the commencement of the lease term and certain direct costs. The lease liability is
recorded as a deferred outflow of resources and is measured at the present value of the lease payments expected
to be made during the lease term.

For the purpose of GASB No. 87 implementation, the Commission’s leases have been categorized as follows:

1. Included
2. Excluded - Short-term
3. Excluded - Cancellable

Included leases:

In accordance with GASB No. 87, the Commission recognizes a lease asset and lease liability for leases the
Commission categorized as Included. For these leases, the Commission is reporting Lessee assets of $2,773,467, net
of accumulated amortization in the amount of $2,619,386, the net book value of which is $154,081 the year ended
June 30, 2022. For the fiscal year ended June, 30, 2022, the Commission reported amortization expense of $924,489
and interest expense of $17,748 related to lease payments made during the year. The leases held by the Commission
do not have an implicit rate of return, therefore, the Commission used their incremental borrowing rate of 3.41% to
discount the lease liability to the net present value.

The GASB No. 87 Included Leases are summarized as follows:

Building:

The Commission leases buildings and space located in Beaufort, South Carolina for terms that range from 1-3 years.
The terms of the buildings and space leases included a fixed expense component based on square footage. Fixed
building and space expenses totaled $924,489 for the fiscal years ended June 30, 2022. The terms of these lease

agreements do not include a variable expense component.

Minimum future lease payments for the next fiscal year:

Principal Interest Total
2023 S 155,473 S 877 S 156,350
S 155,473 S 877 § 156,350

14
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Notes to Financial Statements

June 30, 2022

Note 4. Lease Obligations, Continued

Excluded — short-term leases:

In accordance with GASB No. 87, the Commission does not recognize a lease right of use asset and a deferred outflow
of resources for short-term leases. Short-term leases are certain leases that have a maximum possible term under
the lease contract of 12 months (or less), including any options to extend, regardless of their probability of being
exercised.

Excluded - cancelable leases:

In accordance with GASB No. 87, the Commission does not recognize a lease right of use asset and a deferred outflow
of resources for leases that are cancelable by either party. Cancelable leases are certain leases in which both the
lessee and the lessor have the option to terminate the lease without permission from the other party.

Note 5. Capital Assets

Capital assets consisted of the following at June 30, 2022:

July 1, 2021 Additions Reductions  June 30, 2022

Capital assets not being depreciated:

Land S 4,315,158 § - S - $ 4,315,158

Construction in progress - 174,689 - 174,689
Total capital assets not being

depreciated 4,315,158 174,689 - 4,489,847

Other capital assets:

Land improvements 3,498,500 - - 3,498,500
Buildings 52,216,233 - (762,033) 51,454,200
Furniture and fixtures 1,842,839 - - 1,842,839
Software 148,632 - - 148,631
Equipment 967,802 - - 967,802
Leased buildings 2,773,467 - - 2,773,467
Total capital assets at historical
cost 61,447,473 - - 60,685,439
Less accumulated depreciation (16,622,435) (1,577,978) 193,817 (18,006,596)
Less accumulated amortization for
leased assets (1,694,897) (924,489) - (2,619,386)
Other capital assets, net 43,130,141 (2,502,467) (568,215) 40,059,457
Capital assets, net S 47,445,299 S (2,327,778) S (568,215) S 44,549,304

15
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Notes to Financial Statements

June 30, 2022

Note 6. Long-Term Debt

Long-term debt consisted of the following at June 30, 2022:

Maturity
Revenue Notes Interest Rates Dates Balance
Student Facilities Revenue
Refunding Note (2014) 3.04% 5/29/2024 S 3,909,805
Student Housing Revenue
Refunding Note (2021) 2.05% 6/1/2037 29,418,286

S 32,328,091

On March 24, 2021, the Commission obtained a fixed-rate note in the amount of $30,891,764, the proceeds of
which were used to refinance the outstanding variable-rate obligations related to the Student Housing Revenue
Note Series 2012A, the Student Housing Revenue Note Series 2012B, the 2014 Student Housing Revenue Note,
the 2015 Student Housing Revenue Note, the Student Housing Revenue Note Series 2016A and the Student
Housing Revenue Note Series 2016B and to pay certain costs and expenses relating to the issuance. As a result of
the refunding, the Commission increased its total debt service payments over the next 16 years by approximately
$3.3 million and it resulted in an economic loss of approximately $2.5 million.

The scheduled maturities of the revenue notes are as follows for the years ending June 30:

Principal Interest Total
2023 S 1,176,472 S 700,060 $ 1,876,532
2024 4,345,124 658,593 5,003,717
2025 1,858,981 553,019 2,412,000
2026 1,897,990 514,010 2,412,000
2027 1,937,817 474,183 2,412,000
2028-2032 10,314,395 1,745,605 12,060,000
2033-2037 10,797,312 612,867 11,410,179

S 32,328,091 S 5,285,337 S 37,586,428

The Commission’s outstanding revenue notes include certain events of default, which upon occurrence, could result
in all outstanding principal and accrued interest becoming immediately due and payable. Such events include (but
are not limited to) failure to pay any principal or interest installment, or failure to perform or observe any other
covenant, agreement, warranty or representation contained in the loan agreement. The Commission’s outstanding
revenue notes are secured with collateral of buildings, personal property, and revenues.

All outstanding notes are subject to covenants requiring that revenue generated from fees charged for usage of the
asset be pledged for repayment of the notes. In the event these revenues are not adequate for repayment, no
transfer may be made to USC Beaufort until it is assured such amounts are not needed to provide for the timely
repayment of the notes. All outstanding notes also contain restrictive covenants pertaining to certain reporting and
financial requirements.
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Note 6. Long-Term Debt, Continued

In addition to the covenants listed above, the Commission is required to maintain a minimum cash balance with two
of its financial institutions. At June 30, 2022, the Commission had cash held for debt service at these financial
institutions totaling $3,500,000. Management is not aware of any covenant violations as of June 30, 2022.

The Commission has no unused lines of credit.

The following is a summary of the changes in long-term debt for the fiscal year ended June 30, 2022:

Due within
July 1, 2021 Additions Reductions  June 30, 2022 one year

Revenue notes S 34,124,224 S - S (1,796,133) S 32,328,091 S 1,176,472
Total long-term debt S 34,124,224 S - S (1,796,133) S 32,328,091 $ 1,176,472

Note 7. Net Investment in Capital Assets

Reported amounts for net investment in capital assets are as follows at June 30, 2022:

Capital assets, net of accumulated depreciation and retainage payable S 44,534,612
Less: Notes payable, net of deferred loss on debt refunding 30,985,644
S 13,548,968

Note 8. Revenues from Major Sources

A significant amount of the Commission's revenues for the year ended June 30, 2022 were from Beaufort County.
The amount received from Beaufort County totaled $2,451,728. This amount represents approximately 21 percent
of total revenues for the fiscal year ended June 30, 2022.

The Commission is exposed to various risks of loss and maintains commercial insurance coverage for each of those
risks. Management believes such coverage is sufficient to preclude any significant uninsured losses for the covered
risks. There were no significant reductions in insurance coverage from the prior year. The costs of settled claims and
claim losses have not exceeded this coverage in any of the past three years. The Commission pays insurance premiums
to certain commercial insurers to cover risks that occur in normal operations. The insurers promise to pay to or on
behalf of the insured for covered economic losses sustained during the policy period in accordance with insurance
policy and benefit program limits. In management’s opinion, claim losses in excess of insurance coverage are unlikely,
and, if incurred, would be insignificant to the Commission’s financial position. Furthermore, there is no evidence of
asset impairment or other information to indicate that a loss expenditure and liability should be recorded at June 30,
2022.

Note 9. Component Unit

The Beaufort-Jasper Higher Education Foundation (the “Foundation”) is a non-profit organization established in 2011
to support higher education in the community consisting of Beaufort County, Jasper County, and Hilton Head Island,
South Carolina. The primary activity of the Foundation is providing scholarships to students majoring in art at USC
Beaufort. December 31 is the year-end date for the Foundation and complete financial statements of the Foundation
can be obtained at 1 University Boulevard, Bluffton, SC 29909.
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Note 10. Related Party Transactions

During the fiscal year ended June 30, 2022, a total of $2,258,351 was paid from the Commission to USC Beaufort. Of
this amount, $411,351 was support for general operating purposes and scholarships.

Salary expense is allocated to the Commission based on management’s estimate of time spent by the individuals
attributable to the Commission and is charged directly through housing expenses. All employee benefits for
Commission employees are paid by USC Beaufort; therefore, no retirement or other postemployment benefits are
recorded in the financial statements of the Commission. See the issued financial statements of USC Beaufort for
more information regarding employee benefits. USC Beaufort processes and distributes payroll for the Commission;
therefore, the pension liability also remains with USC Beaufort as the primary government.

Note 11. Uncertainties

On March 11, 2020, the World Health Organization declared the novel strain of coronavirus (“COVID-19”) a global
pandemic and recommended containment and mitigation measures worldwide. In an effort to mitigate the
continued spread of the virus, federal, state and local governments, as well as certain private entities have mandated
various restrictions, including travel restrictions, restrictions on public gatherings and quarantining of people who
may have been exposed to the virus. As a result of these restrictions, together with a general fear of the impact on
the global economy and financial markets, there is significant uncertainty surrounding the potential impact on the
Commission. As events are rapidly changing, the Commission is unable to accurately predict the impact that the
coronavirus will have on its operations due to uncertainties including, but not limited to, the duration of quarantines
and other travel restrictions, the ultimate geographical spread of the virus, the severity of the disease, the duration
of the outbreak and the public’s response to the outbreak.

Note 12. Change in Accounting Principle/Restatement

The Commission implemented Governmental Accounting Standards Board (GASB) statement 87, Leases, in the fiscal
year ending June 30, 2022. The implementation of the statement required the Commission to record beginning
leased assets, lease receivables, lease liabilities, deferred inflow of resources and the effects on net position for the
year ended June 30, 2021. As a result, net position for the Commission decreased $74,122 as of June 30, 2021.

Note 13. Subsequent Events
The Commission entered into a three-year agreement commencing on September 1, 2022 to lease property in
Beaufort, SC for student housing. The agreement requires monthly principal and interest payments of approximately

$79,000 and shall increase annually by an amount equal to the increase in the consumer price index (CPI) as
published by the Department of Labor for the preceding year.
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