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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and Members of the Town Council
Town of Springdale, South Carolina

We have audited the accompanying financial statements of the governmental activities, each
major fund. and the aggregate remaining fund information of the Town of Springdale, South
Carolina, as of and for the vear ended June 30, 2012, which collectively comprise the Town’s
basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the management of the Town of Springdale. Our responsibility is to express
an opinion on these financial statements based on our audit.

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

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the Town of Springdale, South Carolina, at June 30,
2012, and the respective changes in financial position thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

The accompanying Management’s Discussion and Analysis and the Required Supplemental
Information as listed in the table of contents are not a required part of the basic financial
statements, but are supplementary information reguired by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which
consisted primarily of inquires of management regarding the methods and measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on ii.

Our audit was conducted for the purpose of forming an opinion on the financial statements
that collectively comprise the Town’s basic financial statements. The accompanying
supplementary information, of the combining and individual fund financial statements and
other financial schedules as listed in the table of contents as Other Financial Information, is
presented for purposes of additional analysis and are not a required part of the basic financial
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statements of the Town of Springdale. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, are fairly presented in all
material respects in relation to the basic financial statements taken as a whole.

ﬁcﬁ’& Zég/ m,g,/ (%’L?);W\ﬁf L

Dooley and Company, LLC
Columbia, South Carolina

December 27, 2012



Springdale, South Carolina
Management’s Discussion and Analysis
Year Ended June 30, 2012

As management of the Town of Springdale, we offer readers of the Town of Springdale’s financial statements this
narrative overview and analysis of the financial activities of the Town of Springdale for the fiscal year ended June 30,
2012. The Management’s Discussion and Analysis (MD&AY} section is designed to assist the reader in focusing on
significant financial issues, providing an overview of the Town’s financial activity and identifying changes in the Town’s
firancial condition, material deviations from financial budget and individual fund issues and concerns.

Financial Highlights

> The assets of the Town of Springdale exceeded its liabilities at the close of the most recent fiscal year by
$366,377 (net assets).

s The government’s total net assets increased by $131,861 during the fiscal year ended June 30, 2012.

s At the close of the current fiscal year, the Town of Springdale’s governmental funds reported combined
ending fund balances of $884,043, a decrease of $175,713 in comparison with the prior year.
Approximately 80% of this total amount, $706,270, is available for spending at the government’s discretion
{unassigned fund balances).

» At the end of the current fiscal year, unassigned fund balance for the general fund was $712,312, or 83
percent of total general fund expenditures for the year.

>  The Town of Springdale’s total long-term debt excluding accrued compensated absences at June 30, 2012
was $1,097,864, a decrease of $122,626 from the prior year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Town’s basic financial statements. The Town's
basic financial statements comprise three components: 1} government-wide financial statements, 2) fund financia
statements. and 3) notes to the financial statements. This report also contains other supplementary information in
addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to provide readers with
a broad overview of the Town of Springdale’s finances, in a manner similar to a private-sector business,

The statement of net assets presents information on all of the Town of Springdale’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the Town of Springdale is improving or deteriorating.

The staterment of activities presents information showing how the government’s net assets changed during the most recent
fiscal vear. All changes in net assets are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of the related cash flows. Thus, revenues and expenses are reporied in this statement for some
itemns that will only resuit in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation
legve).

The government-wide financial statements of the Town of Springdale report governmentai activities which are principaily
supported by taxes and intergovernmental revenues. The governmental activities of the Town of Springdale include
general government administration, public safety and law enforcement, public works, tourism promotion and interest and
other charges. The business-type activities of the Town of Springdale inciude water and sewer services.

The government-wide financial statements can be found on pages 9-10 of this report.

Fund financial statements. A fund is a grouping ofrelated accounts that is used to maintain coatrol over resources that
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have been segregated for specific activities or objectives. The Town of Springdale, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of
the funds of the Town of Springdale are governmental funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reporied as
governmental activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as
well as on balances of spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating a government’s near term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for governmental activities
in the government-wide financial statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes ir fund balances provide a reconcitiation to facilitate this comparison
hetween governmental funds and governmental activities,

Springdale maintains two major governmental funds, the general fund and the debt service fund. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and

changes in fund balances for these funds.

The Town of Springdale adopts an annual appropriated budget for its general fund. A budgetary comparison statement
has been provided for the general fund to demonstrate compliance with this budget.

The basic governmentai fund financial staternents can be found on pages 11-13 of this report.
Notes to the financial statements. The notes provide additional information that is essential to a full understanding of
the data provided in the government-wide and fund financial statements. The notes to the financial statements can be

found on pages 14-23 of this report.

Government-Wide Financial Analvsis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In the case of
the Town of Springdale, assets exceeded liabilities by $366,377 as of June 30, 2012.

Recause the Town has retired all debts incurred to finance capital assets, the portion of net assets invested in capital
assets net of related debt exceeds total net assets. The Town uses its capital assets to provide services to citizens;
consequently, these assets are not available for future spending.

Town of Springdale's Met Assets

Governmental Activitics

2012 2611
Current and other assets 5 961,714 £ 1074040
Capital assets 606,311 338,612
Total assets 1,568,025 1,612,632
Noncurrent liabilities 591,113 1,188,140
Other habilities 216,535 186,950
Total Habilities 1,201,648 1.378.136
Net assets:
fuvested in capital assets,
net of related debt 666,311 427,541
Restricted 73,573 69,474
Unrestricted (313,507 (262.499)
Net assets 360,377 $ 234516
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Unrestricted net assets report a deficit of $313,507. The cause of this deficit is a debt to the South Carolina Water
Quality Revolving Fund. This debt is from the financing of the sewer lines that service the town but are owned by the
City of Cayce. Since the town does not have ownership. the value of the line isn’t included in the capital assets and
therefore the debt cannot offset.

Governmental Activities

2012 2011
Revenues:
Program reventes
Charges tor services s w2229 5 93,997
Operating grants and
Contributions 26,185 14392
Capital grants and
Contributions 30,084 -
Total program revenues 158,498 108.389
Creneral revenues:
Property taxes (685,557 813,780
Business and franchise fees 510,507 514110
State shared revenue 134,697 84434
Other 33,802 11571
Total general revenues 1.364.663 1.423 893
Total revenues 1.523,161 1,532,284
Expenses:
General government 454,998 328,730
Public safety 630,010 623,985
Public works 257,140 228742
Tourism prometion 3,300 7,950
Interest and other charges 45,652 31.066
Tofal expenses 1.391,300 1,240,493
Increase {decrease) in netf assefs 131,861 291,791
Net assets, beginning of vear 234,516 (57.273)
MNet assets, end of year 5 366377 8§ 234516




Governmental Activities: The Town of Springdale’s net assets increased by $131,861 because revenues for the current
fiscal year from governmental activities were $1,523,161 while expenses were $1,391,300. As shown in the table above,
compared to the prior year, revenues declined $131,86 1 from last year, but expenses increased by $150,807. The increase
is particularly noticeable for the general government category for two reasons. General government includes buildings
and grounds. During this fiscal year, $68,000 in renovations was completed on the police department. Additionally, one
salaried position was moved from public safety to general govemment, accounting for the other $58,000. There was no
noticeable decrease in public safety spending due to the purchase of three police vehicles amounting to $90,000. No debt
was presumed by the purchase of the vehicles.

The Town's revenue comes primarily from business licenses and franchise fees (33%). Property tax revenue declined to
27% of the total as part of the Town's 2012 budget plan to use accumulated reserves to finance current year operations.

Total Governmental Actitivity Revenue by Type

Charges for

Other ervices
- ! 521
State shared 2% 0%
revenue ; B '

9% - " Capital grants 2%

T Operating grants

- and contributions

2%

Business and 7
franchise fees 57
34% :

Property taxes
27%

During the current fiscal year public safety related expenses accounted for 46% of the toral governmental activities
expenses. Public safety expenditures include police and municipal court. Public works related expenditures accounted for
18% of the total. Public works expenditures inciude those for the sanitation department. General government
expenditures accounted for 33% of the total and increased by $150,807 from the prior year.

Financial Analysis of the Government’s Funds

As noted earlier, the Town of Springdale uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental funds. The focus of the Town of Springdale’s governmental funds is to provide information on the near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the Town of
Springdale’s financing requirements. In particular, unassigned fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.
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As of the end of the current fiscal year, the Town of Springdale’s governmental funds reported combined ending fund
baiances of $884,043, a decrease of $175,713 in comparison with the prior year. $706,270 constitutes unassigned fund
batance, which is available for spending at the government’s discretion. The remainder of fund balance is restricted to
tndicate that it is not available for new spending because it has already been commirted,

The general fund is the chief operating fund of the Town. At the end of the current fiscal year, unassigned fund balance
of the general fund was $712,312 with a total fund balance of $862,633. As a measure of the general fund’s liquidity, it
may be usefiil to compare both unassigned and total fund balance to total fund expenditures. Unassigned fund balance
represents 83 percent of total general fund expenditures while total fund balance represents 91 percent of that same
amourt.

The fund balance of the Town of Springdale’s general fund decreased by $204,969 during the curvent fiscal year
primarily because the Town budgeted to finance current operations from reserves.

General Fund Budgetary Highlights

For FY12, the Town determined that it should use $223,997 of its accumulated reserves to finance one-time expenditures.
Actual use of reserves was only $204.96% bhecause unbudgeted expenditures of $60,839 were offset by $70,077 of
unbudgeted revenue and $9,810 of unbudgeted proceeds from fixed-asser sales.

Capital Asset and Debt Administration

Capital assets. The Town's investment in capital assets for its governmental activities as of June 30, 2012, was 5606,3 11

(net of accumulated depreciation), an increase of $67,699 from the prior year end. Following is a summary of capital
assets and for more information see Note {I[.D. in the notes to the financial statements.

Town of Springdale Capiial Assets

{net of depreciation)

Governmental Activities

2012 2011
Land § 30.000 S 30.000
Buildings and land improvements 2(1.987 132,303
Vehicles 224 408 2115334
Equipment and fornishings 149918 144.973
§ 0631 $ 338612

Major capital asset additions during the current fiscal year included 3 police vehicles. The Town disposed of 521,310 of
obsolete equipment and furnishings during fiscal year 2012,

Debt Administration. At the end of the current fiscal year, the Town of Springdale had total debt outstanding of
§1,097,864. OFf this amount, $51,468 comprises debt backed by the full faith and credit of the government. The
remainder §1,046,397 is revenue bonds for water lines owned by the City of Cayce. The Town'’s total debt decreased
$125,829 during 2012. See Note I11.E. in the notes to the financial statements for more information.

Town of Springdale’s Qutstanding Debt
General Obligation and Revenue Bonds and Capital Lease Obligations
Governmental Activities

2512 2011

Gengral obligation bonds ) 51,468 3 100626
State revolving fund loans 1.046.396 1.119,864
3 1.097.864 3 1.220490




Economic Factors and Mext Year’s Budgets and Rates

Fiscal 2012 budget included no millage increase. The final payments for two outstanding debts that were completed in
fiscal year 2012 totaling $105,000 will alleviate the economic challenges deriving from the 2008 Great Recession.

For the Fiscal 2013 budget the millage rate is proposed to remain the same at 57.7 mills. Additionally, it will inctude:

»  Defer hiring | police patrolman position and | public works laborer position.

»  $80,000 grant for the demolition of dilapidated commercial structures on Platt Springs Rd.

s Lean agreement for the purchase of the yard trash truck ($1235,000}

»  Set aside $10,000 (for 3 years) in the capital improvement fund for the installation of a Town amphitheatre at
Cindy’s Place park (total project costs ~330,000).

s Final payment (354,000} for GO Bond for the sewer project,

s $20,000 for the purchase of a new business license software (features include zoning permits, building permits,
and code enforcement)

e $23.000 in building and grounds for street lighting (Airport Blvd. and Platt Springs)

In FYO7 (at 58 mills), the Town general fund received over $400k from property taxes and $90k from the local
government fund. The FY 13 budget anticipates $320k from property taxes and $43k from the local government fund.
The factors contributing to this change in revenue may be the 2008 economic recession, the 2010 property
reassessment/millage cap and the state budget deficit. Thus, we will review our current services for maximum efficiency,
monitor our financials closely, and consider fiscal impact when making decisions affecting the Town.

Requests for Information

This financial report is designed to provide a general overview of the Town of Springdale’s finances for all those with an
interest in the government’s finances. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to the Erica Barton, Town Administrator, 2915 Platt Springs Rd..
Springdale. South Carolina 28170,
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TOWN OF SPRINGDALE, SOUTH CARGLINA
STATEMENT OF NET ASSETS

June 30, 2012
Governmental
Activigies
ASSETS
Cash and cash equivalents §  803.8326
Receivables, net of allowance for doubtful accounts 33,688
Prepaids 104,200
Capital assets not being depreciated
f.and 30,000
Capital assets, net of accumalated depreciation
Bu:dings and land improvements 201,987
Vehicles 224,408
Equipment and furnishings 149.916
Total assets 1.568.025
LIABILITIES
Accounts payable 63,783
Accrued salaries and payroil withholdings 12.061
Customer deposits and prepayments 1.825
Accrued interest 3134
Noncurrent liabihties:
Due within one year 127,730
Due in more than one year 991 113
Total Liabilities 1,201,648
NET ASSETS (DEFICIT)
Invested in capital assets, net of related debt 606.5311
Restricted for :
Other 73.373
Uinrestricted (313,507}
Total net assets {deficit) $ 366377

The accompanving notes are an integral part of these statements.



TOWN OF SPRINGDALE, SOUTH CARCOLINA
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2012

Net {Expense)

Revenue and

Changes in

Program Revenues Net Assets

Charges Operating Capital Total

for Grants and Grants and Governunental

Functions/Programs Expenses Services Contributions  Contributioss Activities

Government activities:
General government administration § 434998 % 21243 § . 3 30,084 3 403671
Public safety and law enforcement 630,010 77,348 26,183 - 326,277
Public works 257.140 3.438 - - 233,702
Tourism promotion 3,300 - - - 3.500
Interest on long-term debt 43,652 - - - 45,652
['otal governmental activities 1,391,300 30.986 26,185 30,084 1,232,802
General revenues

Property taxes 683,357
Franchise taxes and business licenses 310,507
Grangs and contributions not restricted to specific programs 134,697
Gain {lpss} on disposition of assets 13,084
Unrestricted interest income 690
Other 20,128
Total general revenues and transfers 1364663
Change in net assets 131861
Net assets - beginning of vear 234,516
Net assets - end of vear $ 366,377

The accompanving notes are an integral part of these statements.
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TOWN OF SPRINGDALE, SOUTH CAROLINA
BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2012

Deht Non-Major Total
General Service Governmental Governmental
Fund Fund Funds Funds
Assets
Cash and cash equivalents § 741,809 3 B 3 62,017 $  803.826
Receivables, net of allowance for doubtful accounts 40,814 - 12.874 33.683
Due from other funds 7.010 - - 7,010
Prepaids 73.000 31,200 - 104,200
Total assets § 862633 % 31.200 ) 74.891 3 968724
Liabitities and Furd Balances
Liabilities:
Accounts pavable $ 63,4335 $ - A8 B THR 63,783
Accrued salaries and payroli withholdings 12.061 - 12,061
Customer deposits and prepayments 1.823 - 1,823
Due ¢ other funds - 6,042 968 7.010
77,321 6.042 1318 84,681
Fund Balances:
Nonspendable:
Prepaids 73.000 31,200 - 164,200
Restricted for:
Fourism promotion - - 19,918 19618
Public safety and law enforcement - - 12.616 12,616
Victims services - - 41.039 11,039
Unassigned 712,382 {6.043) - 706.270
Total fund balances 783.312 25,138 13,573 834.043
Total Habilities and fund balances $ 862633 8 31200 5 74.891
Amounts reported for government activities in the statement
of net assets are different because:
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds 6631t
Long-term fiabilities, including bonds payvable, are not due and payable
in the current period and therefore are not reported in the fimds:
Accrued compensated absences 120,679
Accrued interest (5.134)
Bonds and leases payable __11,097.864)

Nert assets of governmental activities

The accompanying notes are an integral part of these statements.
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TOWN OF SPRINGDALE, SOUTH CARCLINA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended June 30, 2012

Revenues
Property taxes
Intergovernmental revenue
Crrants
Licenses and permits
Charges for services
Fines, fees, and forfeisures
interest incoms
Other

Total revenues

Expenditures
Current
General government administration
Buildings and grounds
Public safety and law enforcement
Administration of justice
Public works
Tourism promotion
Debt Service
Principal retirement
[nterest
Capital Outlay
Buildings and grounds
Public safety and law enforcement
Public works

Total expenditures

Excess (deficiency) of revenues over {under) expenditures

Other Financing Sources
Sale of capital assets

Total other financing sources

Net change in fund balances
Fund balances, beginning of year

Fund balances. end of year

The accompanying notes are an integral part of these statfements

Debt Non-Major Total
General Service Governmental Governmental

Fund Fund Funds Funds
$ 323080 $ 162477 % - $ 683557
120,492 68.883 189,373
- 1391 1,391
331.730 - 331750
3438 - 3.438
56.603 - 20,945 77,548
63 - 34 £90
14,328 5,800 20,128
1.250.327 168,277 61,473 1,310.077
399,900 2400 - 402,300
37,454 - - 37,454
531.392 26,185 357,377
17,339 - 17,539
211,719 - 211,719
- 3.300 3.300
PLLOT7L 122.626 - 233,697
2,928 45,699 - 48.627
68,161 30,084 98,183
38,971 - 83,971
7.351 - - 7.531
1,476,600 170,723 38,769 1707100
(226279 (2.448) 31.704 (197.023)
21,316 - 21,310
21,310 - 21,310
(20:4,969) {2,448} 31,704 (175,713)
990,282 27,606 41,8683 1,059,756
$ 735313 § 23138 % 73.572 $ 884,043




TOWRN OF SPRINGDALE, SOUTH CAROLINA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2012

Amounts reported for governmental activities in the statement of activities {page &) are different because:
Net change in fund balances -- total governmental funds (page 8) § (173.713)

Governmental funds report capital outlays as expenditures while governmental activities report depreciation

expense in order to allecate capital outlays over the lives of the applicable assets
Capital asset purchases expensed in governmental funds but capitalized by governmental activities 194,687
Depreciation expense reported in governmental activities (107.174)

Cash proceeds from the sale or disposition of assets are reported in the governmental funds as revenue.
However. in the statement of activities, the gain or loss on disposition is reported (19.814)

The issuance of long-term debt (e.g.. bonds. leases) provides current financial resources to governmental funds,
while the repayment of the principal of long-term debt consumes current financial resources of governmental
Funds. Neither transaction. however. has any effect on net assets. This amount is the net effect of these
differences in the treatment of long-term debt and refated items:
Repavment of long-term debt 233.697

Some expenses reported in the statement of activities do not require the use of current financial resources and.
therefore, are not reported as expenditures in governmental funds:

Accrued compensated absences 3.203
Accrued interest 2,973
Change in net assets of governmental activities (page 6) $  131.861

The accompanying notes are an integral part of these statements.



TOWN OF SPRINGDALE, SOUTH CARGLINA
NOTES TO FINANCIAL STATEMENTS
June 38, 2012

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Springdale (“the Town™) is a municipal corporation of the State of South Carolina, located in Lexington
County, and as such possesses all of the general powers granted by the Constitution and laws of South Carolina to
municipal corporations. The Town operates under the Council form of government. The Town Council is composed of
seven members, one of whom is the Mayor. The Council is the legislative body of the Town and has the major
responsibility of determining the policies and direction of the municipal government. The Town Administrator is
appointed by Council, and serves as the chief administrative officer of the Town. As such, she administers the daily
operations of the Town through appointed department heads.

The Town's financial stacements have been prepared in accordance with Generally Accepted Accounting Principles
(GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.

A, Reporting Entity

As required by GAAP, basic financial statements of governmental units include not only information about the
reporting, (i.e., primary) government but also about component units. Component units are organizations for which the
primary government is financially accountable or organizations which are sufficiently significant to the primary
government that their exclusion could cause the financial statements to be misleading or incomplete. Based on the
applicable criteria, the Town has determined it has no component units and that it is not a compenent unit of another
entity. Therefore, the Town of Springdale reports as a primary entity.

B. Basis of Presentation

The Town's financial statements are presented from two perspectives, the government-wide perspective and the fund
perspective.

The government-wide financial statements consist of the Statement of Net Assets and the Statement of Activities. The
two statements report information on all goversmental activities of the Town (the “primary govemnment”).

The staternent of net assets reports all financial and capital resources of the Town and reports the difference between
assets and liabilities as net assets, not as fund balance or equity. The Statement of Activities demonsirates the degree to
which the direct expenses of a given function are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function. Program revenues include 1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services or privileges provided by a given function or segment and 2) grants and
consributions that are restricted to meeting the operational or capital requirements of a particular function or segment.
Taxes and other items not properly included among program revenues are reported as general revenues. The
comparison of direct expenses with program revenues identifies the extent to which each governmental function is self-
financing or draws from the general revenues of the Town,

Fund financigl statements present separate information for governmental funds. Funds are independent fiscat and
accounting entities with self-balancing sets of accounts. The focus is on major funds rather than reporting funds by type.
Each major fund is presented in a separate column. Non-major funds. if any, are aggregated and presented in a single
column.



TOWN OF SPRINGDALE, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
June 30, 2012

Governmental fund fypes are those through which most governmental functions of the Town are financed.
Governmental funds are accounted for using the current financial resources measurement focus and the moedified
accrual basis of accounting.

The Town reports two major funds:

The general fund is the government’s primary operating fund. [t accounts for all financial resources of the
general government, except those required o be accounted for in another fund.

Debr Service Fund - account for and report financial resources that are restricted, committed, or assigned to
expendifure for principal and interest

In addition the Town reports four nonmajor governmental fund types. These funds are special revenue funds which
account for specitic revenue sources that are legally restricted to expenditures for specified purposes. Special revenue
funds consist of the following: Grants, Police Drug Seizures, Victims' Rights, and Accommodations Tax

The use of multiple funds gives rise to interfund activity. Most, but not ali, of this internal activity is eliminated from
the government-wide statement of activities. Amounts reported in the funds as interfund receivables and payables have
been eliminated in the statement of net assets..

C. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. Basis of
accounting refers to when revenues and expenditures are recognized in the accounts and reported in the financial
staternents. The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. As a general rule, revenues are recognized when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in
the year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the grantor have been met. Additionally, the effect of interfund activity has been eliminated
from the government-wide financial siatements.

Governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues are recognized when
susceptible to accrual (i.e., when they become both measurable and available). Measurabie means the amount of the
ransaction can be identified and available means coliectible within the current period or soon enough thereafter
(generally not to exceed 60 days) to be used io pay liabilities of the current period. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.

Those revenues susceptible to accrual are property taxes, charges for services, and hospitality fees. Revenues from state
and federal grants are recorded when expenditures are incurred. Entitlements and shared revenues are recognized at the
rime of receipt or earlier if the susceptible to accrual criteria is met. Interest revenue is considered available when
earned. Major revenues that are determined not to be susceptible to accrual because they are either not available seon
enough to pay liabilities of the current period or are not objectively measurable include fees and fines (except
hospitality fees). licenses and permits.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and judgments, are recorded only
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when payments are due. General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds
of general long-term debt and acquisitions under capital leases are reported as other financing sources.

In the governmeni-wide financial statements, and in the governmental fund types in the fund financial statements,
certain assets are recognized in connection with a transaction before the earnings process is complete. These assets are
generally offset by a corresponding liability for deferred revenue, commonly referred to as uneamed revenue. Deferred
revenue, in the government-wide statements and in the governmen:al fund financial statements, is represented by
various deposits on coniracts. The governmental fund financial statements report certain assets that are not yet available
to finance expenditures for the current fiscal period and are classified as deferred revenue commoniy known as
unavailable reveniue, Unavailable revenue in the governmental funds is represented by loans receivable in the grant
fund.

D. Assets, Liabilities and Net Assets or Equity

Cash and cash egquivalents
The government's cash and cash equivalents are considered to be cash on hand, demand deposits and short-term
investments with original maturities of three months or less from the date of acquisition.

Receivables and Payables

Activity between funds that is representative of lending/borrowing arrangements outstanding at the end of the fiscai
year are referred to as either "due to/from other funds” (i.e., the current portion of inter-fund leans) or "advances
to/from other funds™ (i.e., the non-current portion of inter-fund loans). All other outstanding balances between funds
are reported as "due to/from other funds.”

All trade and property tax receivables are shown net of an alloewance for any that are uncollectible. The property tax
receivable allowance is equal to 12,7 percent of outstanding property taxes at June 30, 2012,

Prepaid items
Prepaid items consist of a long-term debt payment paid in advance in the general fund and, in both the general fund and
the debt service fund, of fees paid to the City of Cayce for sewer taps not yet purchased by Town residents.

Capital Assets

Capital assets include property and equipment, and are reported in the applicable governmental activities columns in
the government-wide financial statements. Capital assets are defined by the government as movable personal property
with a unit cost in excess of $300 and an estimated usetul life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated
fair market value at the date of donation.  The costs of normal maintenance and repairs that de not add to the value of
the asset or materially extend assets’ lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed.

Depreciation is computed using the straight-line method over the estimated useful lives of the assets, generally 10 to 20
years for land improvements, 13 to 40 years for buildings and improvements and 5 io 15 years for furniture, equipment,
and vehicles.

frter-fund Receivables and Payables
Short-term advances between funds are accounted for in the appropriate inter-fund receivable and payable accounts as
“due to/from™ funds.
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Compensated Absences

It is the Town's policy to permit employees to accumulate earned but unused vacation pay benefits from a minimum of
40 to a maximum of 240 hours depending on the emplovee’s length of service with the Town. Al} vacation pay is
accrued when incurred in the government-wide financial statements. A liability for these amounts is reported in
governmental funds only if they have matured, for example, as a result of employee resignations and retirements.

Long-term Obligations

[n the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities
in the applicable governmental activities statement of net assets. Bond premiums and discounts, as well as issuance
costs, are deferred and amortized over the lives of the bonds using the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount. Bond issuance costs are reported as deferred charges and
amortized over the term of the related debt.

in the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond
issuance costs, during the current period. The face amount of debt issued is reported as other financing sources.
Premiums received on debt issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses, Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures.

Property Taxes

Taxes on real property are assessed as of January 1, levied the following September, due January 15, and become
delinquent March 15. Liens attach to the property at the time the taxes are levied. The levy date for motor vehicle
taxes is the first day of the month in which the motor vehicle license expires. These taxes are due by the last day of the
same month.

Governmental Fund Balances

Fund halance is divided into five classifications based primarily cn the extent to which the Town is bound to observe
constraints imposed upon the use of the resources in the applicable governmental fund. The classifications are as
follows:

2 Nonspendable: The nonspendabie fund balance caregory includes amounts that cannot be spent because they
are not in spendable form (e.g.. inventories and prepaid amounts), or are legally or contractually required to
be maintained intacs.

) Restricted: Fund balance is reported as restricted when constraints placed on the use of rescurces are either
externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws or
regulations of other governments or imposed by law through constitutional provisions or enabling legislation
{i.e., Town ordinances). Enabling legislation authorizes the Town to assess, levy, charge, or otherwise
mandate payment of resources (from external resource providers) and includes a legally enforceabie
requirement that those resources be used only for the specific purposes stipulated in the legislation. Legal
enforceability means that the Town can be compelled by an external party such as citizens, public interest
aroups, or the judiciary to use resources created by enabling legislation only for the purposes specified by the
legislation.

3 Committed: The committed fund balance classification inciudes amounts that can be used only for the specific
purposes imposed by formal action (ordinance or resolution) of the Town Council. Those commiited
amounts cannot be used for any other purpose unless Town Council removes or changes the specified use by
taking the same type of action (ordinance or resolution) it employed to commit those amounts previously. In
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contrast to fund balance that is restricted by enabling legislation, committed fund balance classification may
he redeployed for other purposes with appropriate due process. Constraints imposed on the use of committed
amounts are imposed by Town Council, separate from the authorization to raise the underlying revenue;
therefore, compliance with these constraints is not considered to be legally enforceable. Committed fund
balance aiso incorporates contractual obligations to the extent that existing resources in the fund have been
specifically committed for use in satisfying those contractual requirements.

s dssigned: Amounts in the assigned fund balance classification are intended to be used by the Town for
specific purposes but do not meet the criteria to be classified as restricted or committed. 1n governmental
funds other than the general fund, assigned fund balance represents the remaining amount that is not restricted
or committed. in the general fund, assigned amounts represent intended uses established by Town Council or
by a Town official or body to which Council has delegated the authority to assign amounts to be used for
specific purposes.

2 Unassigned: Unassigned fund balance is the residual classification for the general fund and includes all
spendable amounts not contained in the other classifications. In other governmental tunds, the unassigned
classification is used only to report a deficit fund balance resulting from overspending for specific purposes
for which amounts had been restricted, committed, or assigned.

The Town applies restricted resources first when expenditures are incurred for purposes for which either resricted or
unrestricted (commitied, assigned, and unassigned) amounts are available. Similarly, within unrestricted fund balance,
committed amounts are reduced first followed by assigned, and then unassigned amounts when expenditures are
incurred for purposes for which amounts in any of the unrestricted fund balance classifications could be used.

Net Assels
The Town's net assets are classified as follows:

Invested in capital assets: This amount is Town's total investment in capital assets, net of any outstanding debt
obligations related to those assets. To the extent debt has been incurred but not yet expended for capital assets,
such amounts are not included as a component of invested in capital assets.

Restricted nei assets: Restricted net assets consists of net assets for which constraints are placed thereon by
external parties, such as lenders, grantors, coniribuiors, laws, regulations, and enabling legisiation, ncluding seif-
imposed legal mandates. Restricted net assets are based n the same criteria used to report restricted governmental
find balances. Net assets are restricted due to constraints placed on the usage of accommodations tax revenues and
victims’ assistance revenues.

Unrestricted net assets: Unrestricted net assets represent resources which may be used to meet current expenses
for any purpose.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
of America requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual resulis could differ from those estimates.
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1L DETAILED NOTES ON ALL ACTIVITIES AND FUNDS

A. Cash and Investments

Cash Deposits

As of June 30, 2012, the carrying amount of the government’s bank deposits was $803,826 and the respective bank
balances totaled $830,418. Of the total bank balances, $385,077 was insured through the Federal Depository Insurance
Corporation {FDIC). The remaining $443,341 was collateralized with securities held by the financial institutions inthe
government’s name.

Investiments

The Town invests funds in accordance with South Carolina law applicable to local government deposits and
investments. Asof June 30, 2012, the Town maintained $135,077 in the South Carolina Pooled Investment Fund. The
South Carolina Pooled Investment Fund (the “Pool™) funds are invested with the South Carolina State Treasurer’s
Office. which established the Pool pursuant to Section 6-6-10 of the South Carolina Code. The Pool is an investment
trust fund, in which public monies in excess of current needs, which are under the custody of any city treasurer or any
governing body of a political subdivision of the State, may be deposited. The Pool is a 2a 7-like pool which is not
registered with the Securities and Exchange Commission (“SEC™) as an investment company, but has a policy that it
will operare in a manner consistent with the SEC’s Rule 2a 7 of the Investment Company Act of 1940. [n accordance
with GASB Statement No. 31, “dccounting and Financial Reporting for Certain Investments and for External
Investment Pools”, investments are carried at fair value determined annually based upon quoted market prices. The
total fair value of the Pool is apportioned to the entities with funds invested on an equal basis for each share owned,
which are acquired at a cost of §1.

Credit Risk

State law limits local government investments to { 1) obligations of the United States and agencies thereof; (2) general
obligations of the State of South Carolina or any of its political units; (3} savings and loan association deposits to the
extent insured by the Federal Deposit Insurance Corporation (FDIC); (4) certificates of deposits and repurchase
agreements coliateralized by securities of the type described in (1) and (2) above held by a third party as escrow agent
or custodian, at a market value not less than the amount of certificates of deposit and repurchase agreements so secured,
including interest; and (5) no load open and closed-end portfolios of certain investment companies with issues of the
US Government. The Town has no investment policy that would further limit its investment choices. As of yearend.
the County’s investment in the South Carolina Pooled Investment Fund was unrated.

B. Receivables, Deferred Revenue and Unearned Revenue

Receivables as of yearend for the government's individual major funds. including the applicable alfowances for
uncoliectible accounts are as follows:

Debt Non-Major Total
(eneral Service Governmental — Governmental

Fund Fund Fund Funds
Licenses and permits 3 9.194 $ % - S 9.194
Intergovernmenial 22,327 12.874 33,201
Other 5,293 - 6.293
Gross receivebles 40.814 - 12.874 33.688
Less, allowance for uncollectibles - - -
Net total receivables $ 40,814 3 -3 12874 § 33688
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. Capital Assets

Capital asset activity for the Town for the year ended June 30, 2012 was as foliows:

Beginning Ending
Balance Increases Decreases Balance
Governmental activities:
Capital assets not being depreciated:

Land $ 30.000 3 - 3 - 3 30,000
Total capital assets not being depreciated 30.060 - - 30,600
Capital assets being depreciated:

Buildings and fand improvemenis 301,440 68 101 12.607 336,934

Vehicles 360.6350 82.569 108,648 334,371

Equipment and furnishings 399,980 44 017 20979 423.018
Total capital assets being depreciated 1.262.070 194,687 142,234 1314523
[ess accumulated depreciation for:

Ruildings and improverments 149,137 9,402 3,392 154,947

Vehicles 349316 61,248 100,401 310,163

Equipment and furnishings 255.005 36,524 18.427 273,102
Total accumulated depreciation 753,438 107,174 122,420 738.212
Total capital assets being depreciated, net 308.612 87,313 16,814 376,311
Governmental activitics capital assets. net $ 338.612 5§ 87513 § 19814 %5 606311

Depreciation expense was charged to the Town’s governmental functions/programs as foilows:

General government administration $ 948
Public safety and law enforcement 32,337
Public works 44 689
Taoral depreciation expense - sovernmental activities 3 107174

D. Inter-fund Receivables, Payables, and Transfers

Inter-fund balances arise because the Town utilizes a cash pool to maximize earnings. Inter-fund balances at June 30,
2012 were:

Recewable Fund Payable Fund Amount
General Fand Debt Service Fund 3 6,042
General Fond Accommodations Tax Fund 294
Ceneral Fond Victims Assistance Fund 674

g 7.610
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E. Long-term Debt

General Obligation Bond Payable. The Town has issued a general obligation bond to provide for upgrades of the
sewer system which serves the Town. General obligation bonds have been issued only for general government
activities. General obligation bonds are direct obligations and pledge the fuil faith and credit of the government.
General obligation bonds outstanding a