SOUTH CAROLINA STATE BUDGET AND CONTROL BOARD
OFFICE OF INSURANCE SERVICES

NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2000 AND 1999

Basis of Presentation and Summary of Significant Accounting Policies

The financial statements of all funds of the South Carolina State Budget and Control Board,
Office of Insurance Services (the “Office”) were prepared in conformity with generally
accepted accounting principles (GAAP) as applied to governmental entities. The
Government Accounting Standards Board (GASB) is the accepted standard-setting body
for establishing governmental accounting and financial reporting principles. The more
significant of the Office’s accounting policies are described below.

Reporting Entity

The core of the financial reporting entity is the primary government which has a separately
elected governing body. As required by generally accepted accounting principles, the
financial reporting entity includes both the primary government and all of its component
units. Component units are legally separate organizations for which the elected officials of
the primary government are financially accountable. In turn component units may have
component units.

An organization other than a primary government may serve as a nucleus for a reporting
entity when it issues separate financial statements. That organization is identified herein as
a primary entity.

The primary government or entity is financially accountable if it appoints a voting majority
of the organization’s governing body including situations in which the voting majority
consists of the primary entity’s officials serving as required by law (e.g., employees who
serve in an ex officio capacity on the component unit’s board are considered appointments
by the primary entity) and (1) it is able to impose its will on that organization or (2) there is
a potential for the organization to provide specific financial benefits to, or impose specific
financial burdens on, the primary entity. The primary entity also may be financially
accountable if an organization is fiscally dependent on it even if it does not appoint a voting
majority of the board. An organization is fiscally dependent on the primary entity that
holds one or more of the following powers:

(1) Determine its budget without another government’s having the authority to approve
and modify that budget.

(2) Levy taxes or set rates or charges without approval by another government.

(3) Issue bond debt without approval by another government.

Based on these criteria, the Office has determined that it has no component units. This
financial reporting entity only includes the Office, a primary entity.



