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MEETING OF THE STATE BUDGET AND CONTROL BOARD

APRIL 25 , 1961

-  o -

The S t a te  Budget and C o n tro l  Board met in  th e  H earin g  Room o f  th e  S ta te  

Tax Com m ission a t  3 :0 0  P . M ., on A p r il  2 5 , 1961. A l l  members o f  th e  B oard w ere 

p r e s e n t  a t  t h i s  m e e t in g , and th e  m eeting  was a l s o  a t te n d e d  by a l l  members o f  

th e  S t a te  P o r ts  A u th o r i t y ,  e x c e p t  Mr. C. C. P e a rc e .

T h is  m e e tin g  was c a l l e d  a t  th e  r e q u e s t  o f  M r. M eans, Chairm an o f  th e  

S t a te  P o r ts  A u th o r i t y ,  b ecau se  o f  a c o n tr o v e r s y  w hich had a r i s e n  betw een him and 

o th e r  members o f  th e  A u th o r i ty ,  r e s u l t i n g  in  th e  rem oval o f  M r. Means as  G e n e ra l 

M anager o f  th e  A u th o r i ty .

The m ee tin g  was open t o  th e  p r e s s  and to  th e  p u b l i c .

G overnor H o l l in g s  b r i e f l y  s t a t e d  th e  p u rp o se  o f  th e  m ee tin g  and 

p r e s e n te d  Mr. M eans, who rea d  th e  a t ta c h e d  s ta te m e n t  o u t l i n i n g  h i s  p o s i t i o n  in  

th e  c o n tr o v e r s y  and m aking c e r t a i n  r e q u e s ts  o f  th e  S t a te  Budget and C o n tro l  Board 

c o n c e rn in g  th e  o p e r a t io n s  o f  th e  S ta te  P o r ts  A u th o r i ty .

A f te r  Mr. Means had c o n c lu d e d  h i s  s ta te m e n t  Mr. Thomas H. P ope , as  

spokesm an f o r  th e  o t h e r  members o f  th e  A u th o r i ty ,  rev ie w e d  th e  s ta te m e n t  made by 

Mr. Means and e x p la in e d  in  d e t a i l  th e  p o s i t i o n  and a c t io n  o f  th e  o th e r  members o f  

th e  A u th o r i ty  on th e  m a t te r s  r e f e r r e d  to  in  Mr. M eans’ s ta t e m e n t .

Mr. Means a g a in  spoke t o  th e  Board and o u t l i n e d  h i s  recom m endations in  

c o n n e c t io n  w ith  th e  m a t te r  w hich w ere as f o l lo w s :

1. T hat th e  e n t i r e  m em bership o f  th e  S ou th  C a r o l in a  S ta te  
P o r ts  A u th o r i ty  be su spended  from  s u p e r v i s io n  and o p e ra ­
t i o n  o f  th e  S t a te  P o r ts  System  f o r  a  p e r io d  o f  90 d a y s .

2 . T hat d u r in g  t h i s  p e r io d  o f  tim e  (o r  lo n g e r  i f  n e c e s s a r y ) ,  
th e  S t a t e  Budget and C o n tro l  Board c o n d u c t an i m p a r t i a l  
and e x h a u s t iv e  in q u i r y  i n to  th e  f i s c a l  m a t te r s  p e r t i n e n t  
to  t h i s  d i s c u s s io n .

3 . T hat t h i s  s tu d y  be co n d u c te d  w ith  th e  g o a l o f  e s t a b l i s h i n g  
a so u n d , o r d e r ly  p a t t e r n  o f  a d m in is t r a t io n  f o r  th e  P o r ts  
System  o f  South  C a r o l in a .
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At th e  c o n c lu s io n  o f  th e  above s ta te m e n ts  G overnor H o l l in g s ,  w ith

th e  c o n c u rre n ce  o f  th e  re m a in in g  Board m em bers, s t a t e d  t h a t  th e  B oard would n o t 

su sp en d  th e  members a s  r e q u e s te d  by Mr. Means b e c au se  t h i s  w ould a p p e a r  to  be 

c r i s i s  a c t i o n ,  and t h a t  t h e r e  was no e v id e n c e  t h a t  a c r i s i s  e x i s t e d .  He s t a t e d  

f u r t h e r ,  how ever, t h a t  th e  B oard would lo o k  in to  th e  m a t te r  o f  s u b s id i z a t io n  

o f  c e r t a i n  C h a r le s to n  i n t e r e s t  in  c o n n e c t io n  w ith  th e  o p e ra t io n  o f  th e  P o r t s ,  

as  c h a rg ed  by Mr. M eans, and t h a t  a f u r t h e r  s tu d y  w ould  be c o n d u c te d  a s  to  th e  

a b i l i t y  o f  th e  A u th o r i ty  to  p a r t i c i p a t e  s u b s t a n t i a l l y  in  th e  paym ent o f  th e  P o r t

b o n d s .

The h e a r in g  h a v in g  th u s  been c o n c lu d e d  th e  Board a d jo u rn e d .
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For many y ears  th e  South C aro lina S ta te  P o rts  A u thority  has been fared  
w ith  a s in g le , a l l  im portant problem: R aising i t s  annual revenue to  a le v e l  which 
would be s u f f ic ie n t  to  finance i t s  o p e ra tio n s  and provide fo r new and expanded 
f a c i l i t i e s  as they  be*ame neoessary through in c reased  a c t iv i ty  and normal 
d e p re c ia tio n .

In s p i te  o f  th e  >21 000.000 in  c o n s tru c tio n  funds expended fo r c a p i ta l  
improvements a t  C harleston . Georgetown and P ort Royal th is  o v e r-r id in g  problem 
i s  s t i l l  w ith  us. In faet> i t  can be ju s t ly  s ta te d  th a t  the  problem has in c reased  
in  in te n s i ty  because o f  t h i s  sweeping expansion o f  p ro p e rtie s?  p la n ts  and o th e r 
p h y s ica l f a c i l i t i e s .

Every business o rg a n iz a tio n  recognizes t h i s  elem entary economic problems 
Produc ion and income must be s u f f ic ie n t  to  am ortize  c a p ita l  expend itu res i f  th e  
bu sin ess  expects to  remain in  o p e ra tio n . I f  th e  bu sin ess  in  q u estio n  happens to  
be one which i s  growing, th en  i t  must a lso  make p ro v is io n  fo r a d d itio n a l c a p i ta l  
ex p en d itu res  in  th e  f u tu r e .

rfith t h i s  prim ary ru le  o f thumb in  mind, tak e  a look a t  th e  o pera ting  
s ta tem en ts  o f  th e  South C arolina S ta te  P o rts  A u th o rity . Two conclusions a re  
im m ediately e v id e n t; 1 . The A u th o rity 's  cu rre n t income is  NOT s u f f ic ie n t  to
d efray  even th e  minimum c a p i ta l  am o rtiza tio n  p ro jec ted  fo r i t  in  th e  Cresap, 
McCormick and Paget R eport; 2 . By devoting alm ost a l l  o f i t s  d e p re c ia tio n  and 
m aintenance reserve  to  bond re tire m e n t, th e  A uthority  i s  making no p ro v is io n  fo r  
necessa ry  fu tu re  expansion .

As an immediate i l l u s t r a t i o n  o f th ese  conclusions re fe ren ce  i s  made to  
th e  nine-month o p e ra tin g  sta tem en t subm itted ea r ly  th i s  month by th e  A u th o rity ’s 
F in a n c ia l D iv is io n . This re p o rt shows a n e t o p e ra tin g  margin o f  $h.915.87 fo r  th e  
f i r s t  n ine months o f  th e  c u rre n t f i s c a l  y e a r , a f t e r  p ro v is io n  fo r  d e p re c ia tio n  and 
m aintenance. No p re v is io n  fo r  bond re tirem en t i s  made m  th i s  c a lc u la t io n  so th a t  
am o rtiz a tio n  o f  bonds must be made by d igging deeply  In to  the  d e p re c ia tio n  re se rv e

The reco rd s  w il l  show, however th a t  even i f  a l l  o f our d e p re c ia tio n  
re se rv e  were committed to  bond re tirem en t we would s t i l l  f a l l  s u b s ta n t ia l ly  sh o rt 
of s a t i s f y in g  th e  bond re tire m e n t pledge made to  th e  General Assembly when th e  
$21,000,000 is s u e  was approved m  1957.

These r e a l  and p re sen t problem s, we re a liz e ^  may come as a shock to  
you. They a re  not new to  th e  management and s t a f f  o f  th e  A uthority  which has 
fo reseen  th e i r  e x is ten c e  fo r  the  b e t te r  p a r t  o f  10 y e a r s .

In c i t in g  th e  record  o f t h i s  re c o g n itio n , I am not t ry in g  to  s e t  m yself 
up as an o ra c le .  These sim ple fa c ts  o f  economic l i f e  would be ev id en t to  any 
g en era l manager or o p e ra tin g  d ir e c to r  who possessed a moderate amount o f business 
sense and was in te r e s te d  in  doing a good job fo r h is  hoard o f Dix-ectors and 
S tock h o ld ers .

On June 10> 1958 I  d e liv e red  a w r i t te n  re p o rt to  th e  f u l l  A uthority  in  
which I t  was s ta te d .

"Under no concept o th e r th an  re a l iz a t io n  o f  100 per -enf o f  the to t a l  
proceeds o f  every im aginable source o f revenue can we hope to  approach- even 
rem otely  - th e  schedule o f debt re tire m e n t payments s e t up in  th e  reco rd s ."
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This p a r t i c u la r  re p o rt was d e liv e red  to  th e  A uthority  a t  a tim e when one 
o f  th e  m ajor n a tio n a l s te -  edore firm s had expressed  in te r e s t  in  le as in g  ne r ta in  o f 
our f a c i l i t i e s  o r e n te r in g  in to  a J o in t  opera ting  agreement w ith  th e  A u th o rity . 
Such an arrangem ent held prem ise o f a g re a t p r o f i t  p o te n tia l  fo r  th e  p o r ts .

D iscussing  t h i s  o v e rtu re  I  commented in  my rep o rts

" I  do not advocate th a t  we contract, w ith  t h i s  firm  o r  w ith  any o th e r , 
except a f t e r  re c e iv in g  b id s  from a l l  in te r e s te d  p a r t i e s ,  but I  do re s p e c tfu lly  
submit th a t  the  firm  in  q u estio n  i s  th e  type  o f  i n s t i t u t i o n  w ith  which we should 
d e a l. I t  i s  ab so lu te ly  e s s e n t ia l  to  our growth and success th a t  we s e le c t  
a s s o c ia te s  whose a t t i tu d e  towards our program i s  c o n s tru c tiv e , whose methods, 
r e p u ta t io n  and record  we can t r u s t  and re s p e c t;  whose t a r i f f  schedules we can 
p o lic e  and c o n tro l and w ith  whom we can co n fid e n tly  sh are  the burden o f  expanding 
our m aritim e commerce to  th e  t e r r i f i c a l l y  high le v e l necessary  fo r  carry in g  out 
the solemn t r u s t  we have imposed upon o u rse lv e s ."

Since t h i s  re p o r t  was subm itted  th e  A u tho rity  has been o ffe red  the  
o p p o rtu n ity  to  e n te r  in to  le a s e  agreem ents o r o p e ra tin g  c o n tra c ts  w ith  o th e r firm s 
fo r th e  use o f o th e r  f a c i l i t i e s .  These o v e rtu re s  have been c o n s is te n tly  tu rned  
down by th e  m a jo rity  o f  our board w ithou t due c o n s id e ra tio n  or in v e s t ig a t io n .
These o p p o rtu n itie s  in  f a c t  have been thrown away over th e  considered  recommenda­
t io n s  and p ro te s ts  o f  m yself as g en era l manager and th e  e n tir e  A uthority  s t a f f .

As e a r ly  as 19^? a th e  A uthority  s management was deeply  concerned w ith 
th e  problem o f  fin d in g  new and more p roductive  sou rces o f  le g it im a te  revenue.
On September 29 195?- s e v e ra l  years b e fo re  th e  L e g is la tu re  voted f u l l  f a i th  and 
c re d it  bonds fo r  p e r t  expansion- I  sen t a memorandum to  C harleston  sh ip  agen ts 
and s tev ed o re  firm s, req u es tin g  th e i r  co o p era tio n  In  our search  fo r new revenue.

In  th is  memo I  observed". "The only p o s s ib le  way fo r th e  A uthority  to  
opera te  p ro f i ta b ly  i s  to  sec u re  ju s t  and reasonab le  re tu rn s  fo r  i t s  se rv ice s  and 
f a c i l i t i e s .  We have found - a f t e r  thorough in v e s t ig a t io n  and a c c u ra te  a n a ly s is  — 
th a t  many o f our charges a re  inadequate  and outmoded by modern s ta n d a rd s . In  
o rd er to  J u s t i f y  req u ests  to  the  s ta t e  fo r  (a ) c c n tin u a tio n  o f  our present annual 
a p p ro p r ia tio n ; and fb) a cash  g ran t o f  funds fo r new c o n s tru c tio n , and a lso  to  
provide a b a s is  fo r f lo a t in g  revenue bends fo r fin an c in g  th e  rem ainder of the 
program i t  i s  now necessary  to  re v is e  our t a r i f f  charges and to  add new item s 
based upon value r e c e iv e d .M

We fa i le d  to  re c e iv e  the  co o p era tio n  sought a t th i s  tim e and, in s te a d , 
th e  A u tho rity  and i t s  management- was su b jec ted  to  a concerted  campaign o f c r i t ic is m  
and abuse aimed la rg e ly  a t  making i t  appear th a t  I  had some devious personal 
reason f o r  p e rsecu tin g  th e  w a te r f ro n t 's  p r iv a te  o p e ra to rs .  This campaign in  
fa nt ,  p e r s i s t s  and i s  to  some degree re sp o n s ib le  fo r  th e  f l n a n 'i a l  d i f f i c u l t i e s  
which now confron t u s .

Our only in t e r e s t  new —as i t  has always been in  th e  p a s t  i s  to  in su re  
an o rd e r ly , w ell managed growth c f  our p o r ts  rp e ra t io n  to  at le a s t  keep f a i th  
w ith  prom ises made to  th e  G eneral Assembly m  th e  m a t te -  o f bond re tire m e n t; and 
to  p rovide adequate funds f o r  th e  in e v ita b le  expansion o f  our f a c i l i t i e s  in  th e
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I  have c ite d  b r ie f ly  th e se  records quoted in  th e  fcregoing  p o rtio n s  
o f  t h i s  in tro d u c tio n  fo r  only one reason* To show to  what g o a ls  our in t e r e s t  
has c o n s ta n tly  been d ire c te d .

At th i s  po in t in  the  development o f  the sea p o rts  o f th e  s t a t e ,  we 
have en te red  a tim e o f  t r a n s i t i o n o In  th e  beginning we were concerned most 
im m ediately w ith  th e  promotion o f  our s e a p o r ts  and th e  s o l i c i t a t i o n  o f new 
b u s in e ss . Promotion and s o l i c i t a t i o n  con tinue to  be im portan t components o f 
our o p era tions With th e  a c q u is it io n  o f  m illio n s  o f  d o l la r s  o f  new p h y s ica l 
p la n ts  and equipment however we must a lso  be aware o f  the need fo r  c a re fu l , 
e f f e c t iv e  a d m in is tra tio n  and management* And we must c o n s ta n tly  look to  th e  
fu tu re , to  be aware o f our fu r th e r  needs and to  p rovide fo r  them in  our cu rre n t 
o p e ra tio n s . Otherwise the  p o r ts  and t h e i r  a d m in is tra tiv e  A uthority  w il l  soon 
find  them selves in  th e  em barrassing and wrongful p o s i t io n  of ag a in  c a l l in g  upon 
th e  L e g is la tu re  and th e  people o f  South C aro lina  fo r m illio n s  o f  d o l la r s  more 
in  c o n s tru c tio n  money*

I t  i s  my firm  b e l ie f  th a t  th e  A uthority  over th e  y ears  has b u i l t  a 
competent and d ed ica ted  working fo rce  headed up by d iv is io n  c h ie fs  o f  unquestioned 
in te g r i ty  and a b i l i ty *

W ithin th e  framework o f  o p era tin g  po licy  e s ta b lis h e d  by th e  A uthority  
membership they po ssess  the  knowledge and ta le n t  to  o p era te  an e f f i c i e n t ,  s e l f ­
fin an c in g  system o f  s t a t e  p o r ts . I f  th e  f i s c a l  and o p e ra tin g  p o l ic ie s  o f the  
governing board a re  m isd irec ted  however, th e re  i s  noth ing  which th e se  men can 
do to  f o r e s t a l l  in e v i ta b le  f a i l u r e —noth ing  perhaps except ta k e  th e  blame fo r 
i t  when the  moment o f  t r u t h  a rr iv e s*

Had I  not brought t h i s  m atte r t c  your a t t e n t io n  now you would 
undoubtedly have had tc  deal w ith  a much more vexing and appalling problem of 
p o rts  finance  w ith in  th e  next th re e  y e a r s . The d e te r io ra t io n  o f  our f i s c a l  
p o s it io n  i f  p re sen t p o lic y  tre n d s  are  pe rm itted  tc  r n t i n u e  i s  as in e v i ta b le  
as th e  t i d e  which washes our dock3.

In  th i s  re p o r t to  you I  wish to  make one th in g  abundantly c le a r  from 
th e  beginning I  am not appea ling  fc r  my job e i th e r  a3 g en era l manager o f  the  
A u tho rity  or as a member o f th e  governing board* In s te a d  1 am re s p e c tfu l ly  
re q u e s tin g  th a t you c a re fu lly  co n sid er th e  re a l  f in a n c ia l  dangers which l i e  
w ith in  th e  A u th o rity 's  o p era tions*  I  ask th a t  you study  th e se  q u estio n s  and 
make some d e f in i te  de te rm in a tio n  f-»r the  sake o f  the p o r ts  th e  G eneral Assembly 
and th e  Taxpayers o f  th e  s ta te*

In  th e  succeeding pages o f  th i s  re p o rt I s h a l l  t r y  tc  make as " le a r  
as p o s s ib le  what our economic problems a re  hew th e se  problems have come ab o u t, 
and what can be dene to  remedy them*
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IT . THE FINANCIAL PROBLEM?-

This re p o r t  w ill  touch  upon th e  h ig h lig h ts  o f th e  A uthority  s income* 
d isbursem ents committed o b lig a tio n s  and consequent f in a n c ia l  problem s. I t  
w il l  a ttem p t to  g ive  you a general p ic tu re  of our p o s i t io n . For a d d it io n a l  
s p e c if ic  in fo rm ation  I  would suggest th a t  you co n su lt w ith  Mr. Smith who has 
worked c lo se ly  w ith  th e  A uthority  and i s  in tim a te ly  fa m ilia r  w ith i t s  f in a n c ia l  
p o s i t io n .

At th is  tim e i t  i s  tru e  t h a t  our o p e ra tio n s  a re  " in  th e  b la c k ” in so fa r  
as c u rre n t expenses a re  concerned. Through March o f  the c u rre n t f i s c a l  year, 
our o p e ra tin g  margin a f te r  d e p re c ia tio n  and m aintenance re se rv e s  o f  $5 l3« lh l.hO  
amounts to  t .  915 .8 '’.

The to t a l  bonded debt re se rv e  dep o sited  w ith th e  S ta te  T rea su re r  
amounts to  $750 000.00 a f ig u re  which f a l l s  s u b s ta n t ia l ly  sh o rt o f th e  re tire m e n t 
schedule la id  down fo r  th e  A uthority  by Cresap McCormick and P aget. Through t h i s  
period you w ill n o te  by th e  accompanying schedu le  c f  bond re tirem en t*  the  
A uthority  should have peen a b le  to  c o n trib u te  approxim ately  $1,500 000 .00  to 
th is  re tire m e n t fund.

As o f  t h i s  w ritin g  th e  A uthority  i s  p u ttin g  a s id e  $50 000.00 each 
month tow ard bond re tire m e n t and th e se  fund3 a re  being ta k e n  out o f  money which 
would norm ally be reserv ed  fo r  d e p re c ia tio n  and m aintenance. Even i f  we are 
ab le to  continue t h i s  monthly commitment we w i l l  f a l l  s h o r t  o f  our o b lig a te d  
bond re tire m e n t c o n tr ib u tio n  by approxim ately  $300,000 a y e a r .  P ro je c tin g  th i s  
d e fic ien c y  ever th e  next 16 years  th e  A u tho rity  w il l  f a l l  sh o rt by $h 800,000.00 
o f  th e  o b lig a tio n  i t  has to  bond re tirem en t-. As a consequence th e  s t a t e  w il l  
have to  defray  t h i s  amount o f  d e fa u lt  w ith  ta x  revenues.

Foreseeable a lso  i s  the  p ro jec ted  expenditu re  o f  a d d itio n a l c a p ita l  
funds fo r  po rt improvements. Our eng ineering  department has long had b lu e p r in ts  
fo r needed new f a c i l i t i e s  which would cost in  th e  neighborhood of $6 000 000.00. 
These p lan s  were prepared on th e  b a s is  of business p ro je c tio n s  and in c reased  
t r a f f i c .

Here I  would l ik e  to  make an o b serv a tio n  about in c reased  p o r t  a c t iv i ty  
in  the  fu tu r e .  Under p roper management th e  p o r ts  w ill  con tinue  to  grow and 
th e re  w i l l  be a d e f in i te  need fo r  new docks warehouses and equipment in  the 
immediate fu tu re . Unless we re se rv e  adeauate funds today f o r  fu r th e r  expansion, 
th e  A u tho rity  w il l  soon find  i t s e l f  in  th e  same p o s itio n  i t  occupied when the 
bond is s u e  was proposed m  1956- w ith  f a c i l i t i e s  inadequate  to  handle t r a f f i c  
and no funds w ith which to  make improvements.

Added to  a l l  o f  th e se  c o n s id e ra tio n s  i s  th e  d e f in i te  p o s s ib i l i t y  tha* 
the  A u tho rity  may no t be ab le  to  con tinue re se rv in g  as much as $50 000.00 a month 
fo r bond re tire m e n t.

Three o f  our major f a c i l i t i e s  -Georgetown Port R-yai and th e  bulk dock 
a t North C harleston a re  d e f i c i t  o p era tio n s  and w il l  co n tin u e  as such un less  sounder 
o p e ra tin g  p o lic ie s  a re  adopted . Ou* o th er dock warehouse and handling  ''p e ra tio n s  
must n o t only support them selves and show a su rp lu s  but c a r ry  th ese  d e f i c i t  
o p e ra tio n s  as w e ll .
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Proposed Financing Proposed Financing

Alternative Methods Fo> Financing Needed F ac ilities

There are a number of methods which could be used by the State 
for providing its portion of the capital costs involved. Two of 
the most common methods are illustrated below.

-  The first method, which is recommended by the Port 
Planning Committee, is shown in table form on the 
facing page.

FINANCING PLAN NUMBER ONE 
PORT F A C IL IT Y  F IN AN CING  BY EQUAL 

YEA R LY STATE PAYMENTS

CO

in

•  This financing plan involves an equal payment by 
the State of $602,000 each year throughout the 20 
year financing period.

•  While this plan results in higher financing costs 
because of slower retirement of the bonds than 
the next illustrated plan, it does have the 
advantage of calling on the State for an equal 
amount each year, without the need for very
large payments in the early years of the financing.

A M O R TIZ A T IO N  S C HED U LE OP 
>0 TE A R  J F E B  C E N T SER IA L BONOS P A Y M E N T BY

PORTS
TEAR PRINCIPAL INTEREST TOTAL

AUTHORITY 
NET INCOME

STATE AP. 
PRQPRIATIQH

1*7-58 1 57.000 1 630.000 1 687.000 1 85.500 1 602.000
1,58-5, 263,000 628.2* 8,1.290 28,. * 0 602.000
1,5, -M 5,5.000 670.400 1,215.400 614.000 602.000
1*0-61 ,23.000 670,550 1.525.550 ,23.500 602.000
1%1-W 9S1.000 574,860 1,525.860 ,73,500 M2.000
1*2-63 ,7,. 000 546.330 1.525,330 ,73. *0 M2.000
1*3-64 1.009,000 516,960 1.575. *0 ,23.500 M2,000
1,64-65 1,038.000 486,690 1.524.6* ,23.500 M2.000
1965-66 1.070.000 455.550 1,525.5* ,73. *0 M2.000
1*6-67 1.107,000 423.450 1,525.4* ,23.500 M2.000
1,57-68 1,136,000 3 *. 3,0 1,526.3* ,23. *0 M2.000
1*8-6, 1,169.000 356.310 1,575,310 ,23. *0 M2.000
1,6,-70 1.204.000 321.740 1.525.240 ,73.500 M2.000
1,70-71 1,240.000 785. 120 1.575.120 ,73.500 M2.000
1,71-72 1,278.000 247. ,70 1.525. ,20 ,23.500 M2.000
1,72-73 1,316.000 70,. 580 1,575,580 ,23.500 M2.000
1,73-74 1.355,000 170.100 1,525.100 ,23.500 M2.000
1,74-75 1.3*. 000 179.450 1.525.450 ,23.500 M2.000
1,75-76 1.438.000 87.570 1.525.570 ,73. *0 M2.000
1,76-77 1,481,000 44.430 1.525.430 ,23.500 M2.000

TOTALS $21,000,000 $7. 111. I« S7«. 7}7, ITO s is . sat. ooo SI J. 040. ooo
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In  r e :e n t  months -d e s p ite  th e  o p position  o f  s ite o f  th e  soundest 
f i s c a l  minds in  th e  L e g is la tu re - - th e  G eneral Assembly has added to  t h i s  burden 
ano ther f a c i l i t y  which w i l l  d e f in i te ly  f a l l  in to  th e  d e f i c i t  c a teg o ry . This 
i s  in  no way tc  be construed  as fu r th e r  argjm ent ag a in st th e  g ra in  e le v a to r  
ba t only to  p o in t out th a t  i t s  o p e ra tio n  w il l  e n ta i l  th e  expend itu re  o f  a 
s u b s ta n t ia l  amount c f  a d d itio n a l money. I t  was conceived and p resen ted  as a 
subsidy  fo r  th e  g ra in  farm ers of th e  s t a t e ,  and we have no in fo rm ation  to  con­
t r a d i c t  t h i s  im pression* I t  w il l  mean a f a r th e r  d ra in  on our a lready  h eav ily  
burdened revenues„

In  a d d itio n  tc  a l l  t h i s  we a re  now facing  heavy in c re a se s  in  our 
o p era tin g  c o s ts  as a r e s u l t  o f  th e  pending enactment of n a tio n a l le g i s la t io n  
covering higher minimum wages*

Among a l l  c f  our o p e ra tio n s  m  the  s t a t e - s  th re e  p o r ts  we have some 
f a c i l i t i e s  which show an e x c e lle n t o p era tin g  p r o f i t  and o th e rs  which show s u b s ta n t ia l  
lo sses*  Among our most p ro f i ta b le  f a c i l i t i e s  a re  those which a re  leased  to  p r iv a te  
o p e ra to rs  or a re  managed by us under a Jo in t o p era ting  agreem ent. To i l l u s t r a t e  
th i s  p ic tu re  th e  follow ing excerp ts a re  o ffe red  from th e  A uthority  ;s March 
o p e ra tin g  s ta tem e n t. The f ig u re s  re p re se n t g a in s  or lo sse s  fo r  the  f i r s t  nine
months o f  th e  I960 6 l f i s c a l  year*

A fter
D epreciation

Before
D eprec ia tionFACILITIES OPERATED BY AUTHORITY

S ta te  P ie r 15 (N orth C harleston) 13’ 9 ,6 9 0 .’ I* $1*95,071.1*8

S ta te  P ie r 2 (Union P ie r) ( 36,822.1*8) ( 3,51*’ .5 0 )

S ta te  P ie r 8 (Colimbus S t r e e t ) 193, ’1*3.36 280. 309.83
S ta te  P ie r 16 (Bulk D o k ) ( 12* 520.16) ll*. 572.3?
S ta te  P ie r 21 (P o rt R :yal) ( 29 ,.5 '2 . 11) ( 6,793.71*)

S ta te  P ie r 31 (Georgetown)* ( 18 . '1 9 .0 9 ) ( l»9.3l*)

* P r o f i t  lo s s  p ic tu re  colored by two v e sse ls  
c a l l in g  during  month o f  March o f  to t a l  c f
f iv e  v e sse ls  during  e n t i r e  nine months.

Before
D eprec ia tionFACILITIES LEASED BY AUTHORITY

A fter
D epreciation

S ta te  P ie r  1* (U nited F ru it) « 25,210.89 « .” ,085 .8?

S ta te  P ie r  9 (S tanaard  F r u i t ) 36 00” .19 56;1 6 8 .Su

Dow Chemical (C au stic ) 7,268.77 1*7,21*5.29
Dow Chemical (Drumming) ’ ,081*.81* 3,80c .00

Rental o f  P roperty 25,307.36 ”5^57.1*6

1544

168.Su


-  6 -

In th e  ln s ta n 'e s  o f  a t  le a s t  two o f our m ajor dock o p e ra tio n s - - th e  bulk 
dock a t  N orth C harleston  and th e  g en era l cargo p ie r  a t  P ort R o y a l- -d e f ic i t  o p era tio n s  
probably could have been prevented from th e  o u tse t i f  th e  A uthority  had pursued 
good bu sin ess  p o lic y . In  each o f th ese  cases we were approached by s u b s ta n tia l  
firm s which expressed i n t e r e s t  in  e i th e r  le a s in g  th e  f a c i l i t i e s  or making a jo in t  
o p era tin g  agreem ent. We w ere, in  f a c t ,  p resented  w ith  firm  b id s  to  le a s e  the bulk 
dock by concerns which could have a t t r a c te d  cargo to  th e  p o r t .  For reasons which 
w ill  be d iscu ssed  l a t e r ,  th e  A uthority  Ignored th e se  o ffe rs  in  s p i te  o f  p o s itiv e  
recommendations from i t s  management and d iv is io n  s t a f f .  Contained in  th e  management 
re p o rt o f  Cresap McCormick and Paget i s  a d e f in i te  recommendation th a t  th e  
A uthority  consider le a s in g  a l l  o f  i t s  sp e c ia liz e d  hand ling  f a c i l i t i e s  such as the  
bulk dock. The re s u l t  o f  t h i s  d is reg ard  o f  p ro fe s s io n a l and s t a f f  advice by the 
A uthority  a re  lo s se s  which I  p e rso n a lly  b e liev e  could have been p reven ted .
C erta in ly  th i s  i s  tru e  in  th e  case o f  th e  b a lk  dock where th e  s t a t e  has invested  
approxim ately  $ l s200j,000o00 and where expensive, high-m aintenance equipment stands 
in  a l l  but id le  u se le ssn ess  a

S e ttin g  a sid e  fo r  th e  moment th e  question  o f  what f r a c t io n  of th e  to ta l  
burden o f  cur o b lig a tio n s  th e  A uthority  p ro p er should bear, l e t  us take  a look a t  
th e  o v e ra ll  co a ts  o f  our i n s t i t u t i o n  to  th e  taxpayers  o f  the  S ta te  and th e  debt 
the A u th o rity  owes i t s e l f  to  remain in  bu sin ess  and provide f c r  fu tu re  p lan t 
expansions

1 . We now own p ro p e r tie s  valued  on a rep la 'em en t b a s is  a t some 
$50<>000, 000 .00 . Less than  h a l f  o f *hese holdings c o n s is t  o f new co n cre te  and 
s te e l  s t r u c tu r e s .  The rem ainder a re  m ostly o f  wooden semi-permanent co n stru c tio n , 
much o f  which i s  iO to  50 years  old,. A co n serv a tiv e  e s tim ate  o f  th e  c o s t of 
re p a irs  needed to  p lace th e se  o ld p ro p e r tie s  in  good working co nd ition
$2 000 000.00 .

2 . Payments a lread y  made by th e  S ta te  T rea su re r  fo r our account, or 
due by June 30. w il l  t o t a l  $he207 *’50 .00 .

3 . Our f a c i l i t i e s  a re  already  taxed  to near c ap a c ity . I f  we re c e iv e  
the  u su a l annual in f lu x  o f fo re ig n  co tto n  w ith in  th e  next th ree  months, a l l  
a v a ila b le  space a t  C harleston  w il l  be 100% f i l le d ,  and th e  overflow  w ill  be 
tra n s fe r re d  to  leorgetcw n and P o rt Royal a t  our expense. A dd itiona l f a c i l i t i e s  
in  excess o f  $6,000,000.00 w orth w ill  soon be needed.

These th re e  item s t o t a l  more th an  $12 000 000 .00 . Under these  cond itions 
the  m arketing o f  revenue bend i s s  ;es i s  out o f  th e  q u e s tio n .

I am not suggesting  th a t  the  S ta te  advance t h i s  money, I  am m erely 
underscoring  th e  r e a l i t i e s  o f  th e  s i tu a t io n  by showing th e  f u t i l i t y  of attem pting  
to  spread  out our inadequate  cash re se rv es  s u f f ic ie n t ly  to  j u s t i f y  th e  claim  tha t 
we are  not m  d ire  need - f  a d d itio n a l revenues from every  conceivable le g it im a te  
sou rce . Even i f  we beg c ff., shave down postpone and d is re g a rd  our debt to  the 
public  by tw o -th ird s  or even by th r e e - f o u r th s > we s t i l l  dc no t have enough finds 
remaining to  meet our minimum requirem ents fo r  nom a' fu tu re  growth.

****** *** **-< *********
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This in  general term s is  th e  n a tu re  o f  th e  f in a n c ia l  d i f f i c u l ty  the  
A u tho rity  fa c e s . I t  is  not a dram atic o r '.r ia ls  problem th ia  y ear, but u n le ss  
good Judgment and fo re s ig h t a re  employed im m ediately th e  f in a n c ia l  i l l s  o f the 
p o rts  can become dangerously  a cu te . Unde' our p re sen t o p e ra tin g  p o l ic ie s  we 
a re  in  th e  p o s i t io n  of running away from r e a l i t y .  But r e a l i ty  e sp e c ia lly  in  
money m atte rs  has a t e r r i b l e  way of c a tch in g  up w ith  you. We a re  l ik e  an 
in d iv id u a l who l iv e s  too f a r  beyond h is  means and spends h is  sav ings on l iv in g  
expenses. I t  works a l l  r ig h t  u n t i l  h is  sav ings a re  d e p le ted . An in d iv id u a l 
can conceivably  c u t down on h is  cost o f  l iv in g  but th e  p o r ts  o p e ra tio n  cannot 
i f  i t  expects to  con tinue se rv in g  the  needs o f  th e  s t a t e .
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I I I .  UNWARRANTED SUBSIDIZATION

I f  we reach  and e x p lo it  a l l  o f our revenue p o te n t ia ls ,  i t  i s  ray 
s in c e re  b e l ie f  th a t  we can go even fa r th e r  th a r  s a t i s fy in g  th e  recommended bond 
re tire m e n t schedule . I  b e liev e  th e  p o rts  o f  South C arolina can pay o ff  the  
e n t i r e  i s s u e .  We should  accept no th ing  sh o r t  o f  th i s  as cur aim and goal, and 
we should  attem pt f u r th e r  to  p rov ide  money fo r fu tu re  c o n s tru c tio n .

I  hope to  be ab le  to  make th i s  c le a r  to  y o u -- th a t th e  big* gaping 
hole m  th e  bottom o f  our revenue sh ip  c f  s t a t e  i s  th e  u n fa ir  and unwarranted 
su b s id iz a tio n  o f p r iv a te ly  owned i n t e r e s t s  which p r o f i t  handsomely by the  use 
o f  our f a c i l i t i e s .

When th e  A u th o rity  was c re a te d  in  19U2 i t  had no income* and fo r 
th e  f i r s t  decade i t  was dependent upon th e  f a i t h  and g en e ro s ity  o f th e  tax p ay ers  
fo r s u rv iv a l .  A fte r te n  years however i t  began to  reach th e  break-even p o in t 
in  i t s  o p e ra tio n a l c o s ts .  During th e  form ative p e rio d  the  S ta te  advanced th e  
A uthority  some 13.000,000 to  prime th e  pumps and g e t th e  main m achinery going . 
The second decade o f  o u r ex isten ce  has been th e  tim e fo r us to  become s e l f -  
su s ta in in g . l ik e  so many o f  th e  p u b lic  p o rt o p e ra tio n s  in  th e  North A tla n tic , 
th e  G ulf and th e  P a c if ic  Coast. We have never measured up to  t h i s  t e s t  o f 
port m a tu rity .

By way c f  background in f :  .-nation, you should  understand th e  sources 
from which th e  A u th o rity  now d e riv e s  i t s  revenue. Our general revenue sources 
a re  th e se

1 . Dockage mooring and unmoor;, ng paid  by th e  VESSEL.

2 . Wharfage handling , s to ra g e  and e th e r charges assessed  ag a in st 
the  CARGO or CARRIERS.

3 . R ail S w itc h in g -p a id  u ltim a te ly  by th e  SHIPPER or CARRIER.

L. Rental o f  equipment.

5 . Rental o f  f a c i l i t i e s .

From th e  above r e c i te d  oharges i t  i s  ev id en t th a t  i t  i s  th e  custom ers 
the  sh ip s  and th e  ren t paying u se rs  c f  our p o r ts  which provide *he g re a t bulk 
o f  th e  A u tho rity  s revenue

Yet we have a number o f  p r iv a te ly  owned concerns which p r o f i t  by th e  
d a ily  use o f  our docks and o th er f a c i l i t i e s  and pay no eq u t a t l e  fee  o r  ren t fo r  
th i s  u se . In  fac t fo r  th e  g re a te s t  p a r t we have nc le g a l  c o n tro l over th e i r  
o p e ra tio n s  upon our p ro p e rty  and nc e s ta b lish e d  m achinery fo r  c o n tro l l in g  them 
or in so e c tin g  the t a r i f f s  and charges they employ.

S upervision  o f  t a r i f f s  i s  im portant because p o rta  o p e ra tio n s  are  h ig h ly  
co m p etitiv e . Because we do no t have access to  th e  charges made by stevedores and 
agents we have no r e a l  way o f knowing where our p o r ts  s f and by comparison w ith  
our neighboring  co m p etito rs .
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I I I .  UNWARRANTED SUBSIDIZATION

I f  we reach and e x p lo it  a l l  c f  our revenae  p o te n t ia ls  i t  i s  my 
s in c e re  b e l ie f  th a t  we car. go even f a r th e r  than  s a t is fy in g  th e  recommended bend 
re tire m e n t schedu le . I  b e lie v e  th e  p o rts  o f S outh  C arolina can  pay o f f  th e  
e n t i r e  i s s u e .  We should accept noth ing  short c f  t h i s  as our aim and g o a l; and 
we should attem pt fu r th e r  to  provide money fo r fu tu r e  c o n s tru c tio n .

I  hope to  be ab le  to  make t h i s  c le a r  to  you th a t  th e  big, gaping 
hole in  th e  bottom o f  our revenue sh ip  c f  s t a t e  i s  th e  u n fa ir  and unwarranted 
s u b s id iz a tio n  o f  p r iv a te ly  owned in te r e s t s  which p r o f i t  handsomely by th e  use 
o f  our f a c i l i t i e s .

When th e  A u th o rity  was c re a te d  in  19L2 i t  had nc Incom e, and fo r  
th e  f i r s t  decade i t  was dependent upon th e  f a i th  and g e n e ro s ity  of the  tax p ay ers  
fo r  s u rv iv a l .  A fte r te n  y e a rs  however i t  began t c  rea :h  th e  break-even p o in t 
in  i t s  o p e ra tio n a l c o s ts . During th e  form ative p e rio d  the S t a t e  advanced th e  
A u th o rity  some $3 000}000 to  prime th e  pumps and g e t  the main machinery going . 
The second decade o f our e x is ten c e  has been th e  tim e  for us t o  beccme s e l f -  
s u s ta in in g ; l ik e  so many o f  th e  p u b lic  p o rt o p e ra tio n s  in  th e  North A t la n t ic ,  
th e  G ulf, and th e  P a c if ic  Coast,, We have never measured up to  th i s  t e s t  o f  
p o rt m a tu rity .

9y way o f background in fo rm a tio n s you should  understand  the  sou rces 
from which the  A uthority  now d e riv es  i t s  revenue. Our genera l revenue sou rces 
a re  these-

1 . DocKage mooring and unmooring p a id  by the VESSEL.

2 . Wharfage h and ling , s to ra g e  and e th e r  charges - a ssessed  ag a in s t 
th e  CARGO or CARRIERS,,

3 . R a il S w itc h in g -p a id  u ltim a te ly  by th e  SHIPPER c r  CARRIER.

L. Rental of equipm ent.

5 . Rental c f  f a c i l i t i e s .

From th e  above r e c i te d  charges i t  i s  e v id e n t th a t  i t  i s  th e  custom ers 
th e  sh ip s  and th e  rent paying users  o f  our pc r t s  w hich prov ide  th e  g re a t  bulk 
o f  th e  A u th o rity  s revenue.

Yet we have a number of p r iv a te ly  owned con.erns w hich p r o f i t  by th e  
d a l ly  use o f  our docks and o th e r  f a o l l i t i e s  and pay no e q u ita b le  fee or ren t fo r 
t h i s  u se . In  fa c t fo r the  g re a te s t  p a r t  we have no le g a l c o n tro l over t h e i r  
o p e ra tio n s  upon our p ro p erty  and no e s ta b lish e d  m achinery fo r  c o n tro ll in g  them 
o r in sp ec tin g  th e  t a r i f f s  and charges they  employ.,

Superv ision  o f t a r i f f s  i s  im portan t because porta  o p e ra tio n s  a re  h igh ly  
co m p e titiv e . Because we do n o t have access to  th e  charges made by s tev ed o res  and 
ag en ts  we have no re a l  way o f  knowing where cu r p o r ts  s*and by -’em parison w ith  
our neighboring com petito rs.
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Our a ttem p ts  to  su p erv ise  th e  ra te s  charged by th e se  various opera tions 
and our e f f o r t s  to  d isco v e r an e q u ita b le  means o f  d e riv in g  revenue from them date 
back alm ost 10 y e a r s .

We have b e lieved  fo r  many years  th a t  th e  p o rts  o f  South C arolina should 
be opera ted  fo r  th e  b e n e f it  o f a l l  o f  the  people and not fo r  the  p r o f i t  o f  a few 
p r iv a te  in te r e s t s  in  C h aries tcn .

I t  i s  an e s ta b lish e d  p r in c ip le  o f  government th a t  th e  h eav ies t u ser of 
a governm ent-provided se rv ic e  should bear the  h ig h est p ro p o rtio n  o f i t s  c o s t .
This i s ,  c f  course not t r u e  o f  c h a r i ta b le  p u rs u its  but i t  i s  c e r ta in ly  t ru e  of 
th e  highways fo r  which tru c k e rs  pay a much h igher l ic e n s e  fee  and p ro p o rtio n a te ly  
c o n tr ib u te  g re a te r  amounts in  g a so lin e  ta x e s .

At our sea p o rts  on th e  o th e r hand, we a re  Ju st com pleting the  con­
s t r u c t io n  o f $21 ,000 ,00C in  s ta te -su p p o rte d  docks fc r  which th e  h eav ies t u sers  
pay no e q u ita b le  use charge. Furtherm ore they  would not be paying anything today 
had they  net been fo rced  in to  a co rner two years  ago only to  buy th e i r  way out 
w ith  a p i t ta n c e .

Of a l l  o f  th e  p r iv a te  u sers  o f  our docks and s e rv ic e s  th e  most c o n s is te n t 
and w ealthy  a re  th e  s te v e d o re s ’-n o t th e  in d iv id u a l longshoremen but the  companies 
which provide th e  se rv ic e  o f  lead in g  and 'unloading v e s s e ls .

In  alm ost every o th e r p e r t  in  the  United S ta te s  except fo r  the South 
A tla n t ic ,  s tev ed o rin g  firm s a re  independent bu sin ess  o rg a n iz a tio n s  which bid fo r 
th e  r ig h t  to  load  o r unload cargoes reaching  th e  dock. At C harleston  th i s  i s  
no t t r u e .  At our p o r ts  th e  s tev ed o rin g  firm s a re  cap tive  or su b s id ia ry  concerns 
o f th e  sh ip  agents which ac t fo r th e  sh ipping  l i n e s .  This in  i t s e l f ,  i s  not 
h ea lth y  because i t  e lim in a te s  fre e  com petition and may r e s u l t  i n  r a te  f ix in g .
In  a f re e  com petition  port th e  agent o r p r in c ip a l w ill  c a l l  fo r b ids from 
competing s tevedoring  companies and choose th e  one which o f f e - s  th e  lowest r a t e .
At Charleston., th e  sh ip  agent sim ply passes along th e  business to  h is  own firm .

The in e q u ity  o f  th i s  s i tu a t io n  i s  compounded by th e  fac t th a t  one 
sh ip  agency-stevedore  in  C harleston  c o n tro ls  more th an  7$ p er cen t o f  the business 
reach ing  our docks which means th a t  a tremendous amount o f  money i s  Hewing in to  
th e i r  hands.

3y b u ild in g  new docks and ag g ress iv e ly  s o l i c i t in g  business fo r our 
p o r ts  throughout th e  E astern  h a lf  o f  th e  United S ta te s  and W estern Europe the  
A u tho rity  has c re a te d  m illio n s  o f  d o l la r s  worth o f  new 'business fo r  the agent 
s tevedores and in  fac t has made them r ic h .

l e t ,  th e se  u sers  o f our p o r ts  have fought b i t t e r l y  a g a in s t every attem pt 
on th e  p a r t  o f  our o rg a n iz a tio n  to  a sse ss  seme f a i r  and e q u ita b le  charge fo r  th e i r  
use o f th e  docks b u i l t  by th e  S ta te  o f  South C aro lin a ,

Back in  1953 th e  A u tho rity  proposed a reasonable  use charge o f 
25 cen ts  per to n  o f  cargo handled by th e  S*e-edorm g firm s. Such a charge was 
J u s t i f ie d  then  and i s  even more J u s t i f i e d  new. Had we been paid  th e  proceeds of 
th i s  proposed charge s in ce  19b'’ th e  A u th o rity  would have re a liz e d  a to ta l  o f 
ever $1 ,500 ,000 .00 .
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The s tev ed o re s  re fused  to  pay any th ing  and commenced a consented campaign 
to  d is c r e d i t  me and th e  A u tho rity  s t a f f .  This f ig h t s t i l l  goes on.

In 19^8 th e  A uthority  s t a f f  and I  saw another channel fo r a d d itio n a l 
revenue when th e  new bulk  dock was nearing com pletion . S ev era l bona f id e  firm s > 
one c f  them a m ajor producer and sh ip p e r o f  o re s  and o th e r bulk m a te r ia ls , 
expressed d e f in i te  in t e r e s t  in  le a s in g  th e  bulk p ie r  and o p e ra tin g  i t  on a m utually  
p ro f i ta b le  b a s i s .

I  w i l l  not go in to  a l l  o f  the  d e t a i l s  o f th e  p ro p o sa l we made to  th e  
A u tho rity  because they  a re  -o n ta in ed  in  th e  a tta ch e d  s t a f f  re p o r t  d e liv e re d  a t  th e  
tim e .

The su b stan ce  o f  th e  s i tu a t io n  was t h i s  The s t a f f  and I  f e l t  th a t  
le a s in g  would produce h eav ier t r a f f i c  and h ig h e r revenues,, toe recommended a c a l l  
fo r  b^dSo The w a te rfro n t in t e r e s t s - -  p r in c ip a l ly  the  s te v e d o re s—opposed us la rg e ly  
because they  d id  not want o u ts id e  com petition  in  th e  p o r t .

A committee w ith  A u th o rity  member Thomas H„ P~pe as Chairman* was 
formed to  in v e s t ig a te  th e  f e a s i b i l i t y  o f  le a s in g .  As fa r as I  can determ ine , th a t  
committee consu lted  w ith  no cne but th e  w a te rfro n t i n t e r e s t s  and i t s  re p o r t  was 
d e liv e re d  v e rb a l ly . R esult., I  was outvoted s ix  to  one even on the  q u e s tio n  of 
c a l l in g  fo r  b id s .

As p a r t  c f  th e  s o -c a lle d  :cmprcmise worked out by th e  committee th e  
S tevedores and o th e r p o rt u sers  agreed  tc  make an annual c o n tr ib u tio n  to  th e  port, 
b u ild in g  fund on th e  fo llow ing  b a s is :

Stevedores 10 Cents per to n .

P ilo ts $c .00  per v e s s e l  each way

Tug boats $5.00 per v e s s e l— each way

Agent5 $c .00 per v e s s e l .

Brokers $100.00 a n n u a lly .

This com pletely unsuperv ised  g ra tu i to u s  a c tio n  r e s u l te d  l a s t  y ea r in  
a ’'g i f t ” o f $76 9 9 " to  th e  A u th o rity  b u ild in g  fund. The S tevedores p o r tio n  
c f  th i s  c o n tr ib u tio n  was $^2 6 8 '\$ ?„

Had we assessed  th e  S tevedores 2$ cen ts  a ton , as we b e liev e  i s  e q u ita b le  
th e  re tu rn  from th a t  source a lone  i n  l?60  would have amounted to  $1?9 271 .'’? .

This o f  course i s  th e  r e s u l t  o f p e rm ittin g  a u se / tc  s e t  h is  own fe e . 
C onsider, fo r  in s ta n c e  what would happen i f  taxpayers  were p erm itted  to  lev y  what 
they  considered  th e i r  ju s t  and e q u ita b le  ta x e s ,  to a ld n 't  i t  be n ice  i f  th e  Federal 
Government would o f f e r  each one o f  us th a t  o p p ortun ity?

Since we have no access to  t h e i r  o p e ra tin g  reco rd s  we do n o t have any 
com pletely a cc u ra te  id e a  o f  what amount of g r : s s  income th e  S tevedores d e riv e  from 
th e  use o f  our p o r t  f a  i l i t i e s  but i t  i s  w ell up in  th e  m il l io n s  o f d o l la r s .
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I  want to  say fo r th e  reco rd  th a t  I  have nothing a g a in s t any o f  our p e r t  
u s e r s , e i th e r  as in d iv id u a ls  or f irm s . I  sim ply want them to  pay th e i r  way l ik e  
everyone e ls e  in  th e  s t a t e .

As l a t e  as 19$6; th e  o th e r four o r ig in a l  members o f  th e  A uthority  f e l t  
the  same way. I  have in  my f i l e s  l e t t e r s  from each one o f  th e n , s ta t in g  em phatica lly  
th a t  we were u n fa ir ly  su b sid iz in g  p r iv a te  i n t e r e s t s  and should  s to p  i t .  Yet in  
the p a s t two y e a rs , they  have voted c o n s is te n tly  ag a in st every  measure recommended 
fo r  th e  so lu tio n  o f  t h i s  subsidy problem . T h e ir  change o f  h e a r t d a tes  from the 
expansion o f th e  A u tho rity  to  seven members and a renewed campaign a g a in s t me by 
the  w a te rfro n t i n t e r e s t s .

xfhatever the  m otives and in te r e s t s  and b e l ie f s  o f  those in vo lved , our 
i n a b i l i t y  to  d e riv e  new revenue from le g it im a te  so u rces- w hether i t  i s  in  the  
form o f le a s in g , or some f a i r  fee o r assessm ent, o r in  any o f  a number o f p r a c t ic a l  
working a rran g em en ts--is  p reven ting  us from m eeting our o b lig a t io n s .

I t  i s  as sim ple as th a t .
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IV,. SUMMARY AND RECOMMENDATIONS

From th e  foregoing s e c tio n s  o f  th i s  rep o rt a numbe- o f conclusions are  
apparent and I  should l ik e  to  enumerate them in  th e  fo llow ing  o rder:

1 . W hile the  p o r ts  o f  South C aro lina c u rre n tly  a re  o p e ra tin g  in  
"the b lack" so fa r  as o p e ra tio n a l expenses a re  concerned adequate p ro v is io n  
is  NOT being made fo r th e  re tire m e n t o f  bond o b lig a tio n s .

2 . I f  f i s ' a l  p o l ic ie s  o f th e  South C arolina S ta te  P o rte  A u tho rity
now m  fo r -e  a re  continued no adequate reserve  w il l  be made fo r  fu tu re  c o n s tru c tio n  
and expansion .

3 . The fo regoing  conclusions tend  to c a s t  se r io u s  doubt upon th e  
competency o f  p re se n t o p e ra tin g  and f i s c a l  p o lic ie s  o f th e  A uthority  board .

h . There i s  a t th e  l e a s t . a grave and so fa r  i r r e c o n c i la b le  po licy  
d if fe re n c e  among not only members o f th e  A u th o rity > i t s e l f ,  bu t o fte n  between 
th e  A u tho rity  and i t s  p ro fe s s io n a l o p e ra tin g  s t a f f .

In  c o n s id e ra tio n  o f  th e se  f a c ts  I would l ik e  re s p e c tfu l ly  to  make the 
fo llow ing recommendations fo r  procedure and remedy to  th e  honorable members of th e  
S ta te  Budget and C ontrol Boards

1 . That th e  e n t i r e  membership o f  the  South C aro lin a  S ta te  P o rts  A uthority  
be suspended from su p e rv is io n  and o p e ra tio n  o f  the  s t a t e  p o r ts  system fo r  a period  
o f  N inety (90) days.

2 . That during th i s  period  o f  tim e (o r lo n g er i f  n e :e s s a ry ) , th e  S ta te  
Budget and C ontro l Board conduct an im p a r tia l  and exhaustive  in q u iry  in to  the 
f i s c a l  m atte rs  p e r tin e n t t c  t h i s  d is c u s s io n .

3 . That th i s  s tudy  be conducted with th e  goal o f  e s ta b lis h in g  a sound, 
o rd e rly  p a tte rn  o f  a d m in is tra tio n  fc r  th e  po rts  system c f  South C aro lin a .

As th e  budget and C ontro l Beard or i t s  desig n a ted  agen ts pursue th ese  
goals I  w il l  s tan d  ready to  o f fe r  w hatever a ss is ta n c e  i s  re q u ire d . I  a ls o  stand  
ready to  keep com pletely away from th e se  proceedings and not to  I n te r f e r e  in  the  
p ro secu tio n  o f  t h i s  s tudy .

Being honorable men, ded ica ted  tc  the b e s t  I n te r e s t s  o f the  s t a t e  and i t s  
p o r ts ,  I  am su re  th e  m a jo rity  o f  the  members of th e  A u tho rity  w il l  jo in  me in  th i s  
p ledge.

I t  i s  u n fo r tu n a te  th a t  a p u b lic  controversy  has a r is e n  from th e  is su e s  
under d is c u s s io n  h e re . I  p e rso n a lly  had hoped to  avoid such a pub lic  a i r in g .  I 
do, however, f e e l  s tro n g ly  about th ese  m atte rs  be iause  I  should  l ik e  to  leave  th e  
A uthority  on sound fo o tin g  w ith  i t s  fu tu re  u n je c p a rd n e d . I t  i s  in  Jeopardy now 
and you gentlem en o f  the  Budget and C on tro l Board a re  faced w ith  two ch o ices  Tc 
ignore  th e se  is s u e s  and perm it th e  growth o f  c i r 'im s ta n 'e s  which w ill r e f 'e c t  badly 
upon th e  s t a t e :  or to  take  immediate d e c is iv e  s tep s  to  .implement rem edies.

I  am deep ly  g r a te f u l  fo r  th i s  o p p ortun ity  to  p re se n t my views on an is su e  
which means so much to  a l l  th e  people c f  South C aro lina .
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