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Independent Auditors' Report

The Honorable Bo Cantrell, Mayor
and Members of the City Council
City of Inman

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of City of Inman as of and for the
year ended June 30, 2013, and the related notes to the financial statements, which collectively comprise the
City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

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 and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we
express no such opinion. An audit aiso includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective

= financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of City of Inman as of June 30, 2013, and the respective changes in financial position
and, where applicable cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America

Post Otfics Box B48, 1225 Waest Floyd Baker Bouleverd, Gatiney, SC 28342-0848, (B84) 488-7121 Fex {BE4} 460-7123
L.- Post Offics Box 161300, 148 Rogers Commerce Boulsverd, Bolling Springs, SC 20316-1300, (884) $41-0218 Fax (B84} 541-0221
Intarnat Address: www.cbkpa.com



The Honorable Bo Cantrell, Mayor
and Members of the City Council

City of Inman

Page Two

Emphasis of Matter

As described in Note 2 to the financial statements, in 2013 the City adopted accounting guidance, GASB
Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and
Net Position. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information as listed in the table of contents be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supptementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financia! statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the City of Inman's basic financial statements. The supplementary information- Municipal Court Fines
and Fees, Assessment and Surcharges is presented for purposes of additional analysis and is not a required
part of the basic financial statements.

The supplementary information- Municipal Court Fines and Fees, Assessment and Surcharges is the
responsibility of management and was derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the supplementary information- Municipal Court Fines and Fees, Assessment and Surcharges are
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 5, 2014,
on our consideration of the City of Inman's internal control over financial reporting and on our tests of its
compliance with certain provisions of faws, regulations, contracts and grants agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Govemnment Auditing Standards in considering the City's internal control over financial reporting and
compliance.

Co 2 A AN

Gaffney, SC
February 5, 2014

Y2 2 4
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CITY OF INMAN
Management's Discussion and Analysis

The discussion and analysis provides an overview of the city's financial activities for the year ended June
30, 2013. Please read it in conjunction with the financial statements that follow.

Using this Annual Report

This annual report consists of a series of financial statements. There are government-wide statements,
fund financial statements, and notes to the financial statements.

The first several statements are condensed and present a government-wide view of the City’s finances.
The Statement of Net Position and the Statement of Activities provide information about the city as a
whole and show a long-term view of the City's finances. In these two reporis, the operations are
categorized and reported as either governmental or business-type activities. Governmental activities
include basic services such as administration, streets, sanitation, parks, fire, police, and judicial. The
sewer department is the business-type activity of the City.

The statement of Net Position includes all assets and liabilities using the accrual basis of accounting
which is similar to the accounting used by most private-sector companies. All of the current year's
revenues and expenses are taken into account regardless of when cash is received or paid. The
Statement of Activities focuses on gross and net costs of City programs. This statement summarizes the
extent to which programs are self-supporting and use general revenues.

Fund financial statements provide detailed information about the most significant funds rather than the
City as a whole. The reports focus separately on major governmental funds and proprietary funds.

Most of the City's basic services are reported in governmental funds. The governmental fund information
helps determine whether there are more or fewer financial resources that can be spent in the near future
to finance the City's programs. The governmental funds are reported using the modified accrual basis of
accounting, which measures cash and other assets that can be converted to cash. The governmental
fund statements provide a short-term view of the City's general operations and the basic services it
provides. A budgetary comparison is presented for the general fund which is the governmental fund that
has a legally adopted budget.

The sewer department activities are reported in the proprietary fund reports. The sewer department is an
enterprise that the city operates and charges customers for the services that they use. Proprietary fund
statements are reported on the accrual basis of accounting. Statements for the City's proprietary funds
include net position, revenue, expenses, change in net position and cash flow.

The notes to the financial statements provide additional disclosures and provide information to assist in
understanding the City's financial condition



The City as a Whole

This discussion and analysis is intended to explain significant changes in financial position and
differences in operation between the current and prior year,

Cash
Other Assets
Capital Assets

Total

Other Liabilities
Long-Term Liabilities

Total

Net Position:

Net Investment in Capital Assets
Restricted

Unrestricted

Total

Governmental Activities

Governmental Activities

Governmental Activities

2013 2012 2013 2012 2013 2012

$ 1107 1,035 1,270 1,150 2,377 2,185
192 69 611 605 803 674

949 1,127 8,277 9,598 10,226 10,725
2,248 2,231 11,158 11,3583 13,406 13,584
132 73 45 48 177 121

504 522 6,118 6,200 6,622 6,722

636 595 6,163 6,248 6,799 6,843

445 606 3,159 3,398 3,604 4,004

361 252 259 223 620 475

806 778 1,577 1,483 2,383 2,261

$ 1612 1,636 4,995 5,104 6,607 6,740

The net position of the governmental activities decreased $24 thousand to $1,612 thousand. Unrestricted
net position of the governmental activities increased $28 thousand. Unrestricted net position is the part of
net position that can be used to finance day-to-day operations without constraints or requirements. Total
cash increased $72 thousand to $1,107 thousand. Hospitality tax revenue increased by $52 thousand.
Business license revenue decreased by $9 thousand.

Net position of the business-type activities decreased $109 thousand to $4,995 thousand. Cash
increased $120 thousand to $1,270 thousand. The city received $76 thousand in Rural Development
grants to improve and enlarge the sewerage system in the prior year, but received no such finding in the
current fiscal year. Capital assets decreased $321 thousand primarily due to depreciation and long-term

liabilities decreased $82 thousand.



A condensed version of the Statement of Activities follows;

Change in Net Position (in thousands)

Governmental Business-Type Total
Activities Aclivities Government
2013 2012 2013 2012 2013 2012
REVENUES
Program Revenues:
Charges for Services $ 112 238 1,513 1,412 1,619 1,751
Grants & Contributions 32 11 - 76 555 11
General Revenues:
Property Taxes 357 356 - - 365 356
Intergovernmental 130 68 - - 69 68
Licenses & Fees 764 663 - - 682 663
Donations 1 - - - 41 -
Miscellaneous 14 37 29 30 51 66
Total 1,410 1,373 1,542 1,518 3,382 2,915
EXPENSES
Depreciation 172 181 455 452 657 636
Administration 116 133 - - 133 133
Streets, Sanitation, Park 402 284 - - 282 284
Fire 208 134 - - 129 134
Police & Judicial 520 584 - - 569 584
Interest & Fiscal Charges 15 22 274 278 300 296
Sewer - - 922 837 922 922
Total 1,434 1,338 1,651 1,567 2,992 2,989
Increase (Decrease) in
Net Position b (24 35 (109) {49) 390 (74

Governmental activity revenues were twenty-four thousand dollars less than expenses. Property tax
revenues increased $1 thousand from the previous year. Total revenue decreased by $16 thousand.
Total expenses increased by $43 thousand.

Operating revenue for the business-type activities increased $101 thousand due to the level of assistance
to other municipalities and entities. The sewer department received $76 thousand in grants from Rural
Development for improvements. Expenses increased $84 thousand. Business-type activities net position
decreased $109 thousand, and total government net assets decreased $24 thousand.

Budgetary Highlights
General fund revenues were $1,028 thousand and $11 thousand favorable to budget. Expenses were

unfavorable by $31 thousand. Property tax revenues were less than budget by $8 thousand. Revenues
from licenses, fees and permits were $11 thousand higher than budgeted.
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For the fiscal year ended June 30, 2014, the budgeted revenues for the general fund are expected to
decrease about $15,000. Ad valorem (property) taxes are expected and budgeted to approximate the
budgeted amounts for the prior year. The police expenditure budget has increased a total of $3 thousand
and the expenditure budget for the street department shows a decrease of $16 thousand. All other
departments’ combined expenditures are budgeted to decrease a total of $2 thousand compared to the
prior year.

Capital Asset and Debt Administration

Capital Assets at Year-End {in thousands)

Governmental Business-Type Total
Activities Aclivities Government
2013 2012 2013 2012 2013 2012
Land 3 54 54 69 69 123 123
Buildings, Improvements 1,157 1,209 15,319 15,190 16,476 16.399
Vehicles 230 254 181 175 411 429
Machinery,Equipment,Furniture 1,380 1,380 o 303 1,681 1,683
Subtotal 2,821 2,897 15,870 15,737 18,691 18,634
Accumulated Depreciation (1,872) (1,770) (6,593} (6,139) (8,465) {(7.,909)
Capital Assets, Net $ 949 1,127 9,277 9,598 10,226 10,725

At June 30, 2013, the City had over $18.5 million invested in gross capital assets including land,
buildings, improvements, sewer facilities, vehicles, machinery, equipment and furniture. This was an
increase of over $57 thousand from the prior year.

Debt Outstanding at Year-End {in thousands)

Governmental Business-Type Total
Aclivities Activities Government
2013 2012 2013 2012 2013 2012
Vehicle Notes $ - 522 - - - 522
Sewer System - - 6,118 6,200 - 6,200
Total $ = 522 6.118 6,200 - 6,722

Total debt decreased by a net of $100 thousand. This net decrease is due to the normal debt principal
payments made as scheduled, in excess of a $31 thousand note issued during the year.

Financial Contact

The City’s financial statements are designed to present users with a general overview of the City's
accountability. If you have questions about the report or need additional information, please contact the
City clerk at 20 South Main Street, Inman, SC 29349.
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Exhibit 1
CITY OF INMAN
Statement of Net Position
June 30, 2013
Governmenial Business-Type
Aclivities Activities Total
ASSETS
Cash and Cash Equivalents $ 1,057,498 649,079 1,706,577
Investment 49,848 361,699 411,547
Receivables
Property Taxes, Net 19,266 - 19,266
Intergovernmental 133,233 - 133,233
Other 39,676 169,679 209,355
Restricted Cash - 259,235 259,235
Note Receivable - 441,768 441,768
Capital Assets Not Being Depreciated 54,241 69,181 123,422
Capital Assets Being Depreciated 2,766,827 15,801,048 18,567,875
Accumulated Depreciation and Amortization (1,871,824) (6,593,367) {8,465,191)
Total Capital Assets Net of Depreciation and Amortization 949,244 9,276,862 10,226,106
Total Assets 2,248,765 11,158,322 13,407,087
LIABILITIES
Accounts Payable 79,329 18,595 97,924
Accrued Liabilities 49,774 26,731 76,505
Accrued Interest Payable 3,589 - 3,589
Long-term Liabilities:
Due Within One Year 48,098 86,062 134,160
Due in More than One Year 455,817 6,031,657 6,487 474
Total Liabilities 636,607 6,163,045 6,799,652
NET POSITION
Net Investment in Capital Assets 445,329 3,158,143 3,604,472
Restricted For:
Public Safety 43,795 - 43,795
Streets 65,510 - 65,510
Parks and Recreation 251,552 - 251,552
Bond Retirement - 259,235 259,235
Unrestricted 805,972 1,576,899 2,382,871
Total Net Position 3 1,612,158 4,995,277 6,607,435

The accompanying notes to the financial statements are an integral part of this exhibit.
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ASSETS

Cash and Cash Equivalents
Investments
Receivables;

Taxes

Intergovernmental

Other

Due from Police Fund

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable
Accrued Liabilities
Deferred Revenue
Due to General Fund

Total Liabilities

Fund Balances:
Restricted For:

Public Safety

Parks and Recreation
Unassigned

Total Fund Balances

Total Liabilities and Fund Balances

CITY OF INMAN
Balance Sheet - Governmental Funds
June 30, 2013

Exhibit 3

Major Funds Nonmajor Fund

Total
Hospitality Special Governmental

General Tax Revenue Funds
$ 775,309 235,769 46,420 1,057,498
49,848 49,848
48,082 - - 48,082
14,340 - 118,893 133,233
23,6893 15,783 - 39,676
2,625 - - 2,625
$ 914,097 251,552 165,313 1,330,962
5 25,946 - 53,383 79,329
49,774 - - 49,774
37,163 - - 37,163
- - 2625 2,625
112,883 - 56,008 168,891
- - 109,305 108,305
- 251,552 - 251,552
801,214 - - 801,214
801,214 251,552 109,305 1,162,071
$ 914,097 251,552 165,313 1,330,962

The accompanying notes ta the financial stalements are an integral part of this exhibit.



CITY OF INMAN
Reconciliation of Totali Governmental Fund
Balances to Net Position of Governmental Activities
June 30, 2013

Total fund balances - Governmental funds
June 30, 2013 5

Amounts reported for governmental 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. These assets
consist of:

Capital Assets not Being Depreciated
Capital Assets Being Depreciated
Accumulated depreciation

Exhibit 4

1,162,071

54,241
2,766,827
(1,871,824)

Total capital assets

949,244

Some revenues will be collected after year-end but are not available soon
encugh to pay for the current period's expenditures and therefore are
deferred in the funds.

Property taxes

8,347

Some liabilities are not due and payable in the current period and therefore
are not reported in the funds. Those liabilities consist of:
General obligation debt
Capital leases
Accrued interest

(24,863)
(479,052)
(3,589)

Total long-term liabilities

(507,504)

Total net position - Governmental activities, June 30, 2013 3

The accompanying notes to the financial statements are an integral part of this exhibit.
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REVENUES:
Licenses
Taxes
Intergovernmental
Fees and Permits
Fines
Miscellaneous
Investment Income

Total Revenues

EXPENDITURES:
Current;
Administration
Strests, Sanitation & Park
Fire
Police & Judicial
Capital Outiay
Debt Service:
Principal
Interest and Fiscal Charges
Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES: (Uses)
tssuance of Note Payable
Transfers In
Transfers Out
Total Other Financing

NET CHANGE IN FUND BALANCE
FUND BALANCES BEGINNING

FUND BALANCES ENDING

Exhibit 5
CITY OF INMAN
Statement of Revenues, Expenditures, and Changes
in Fund Balances - Governmental Funds
For the Year Ended June 30, 2013
Major Funds Nonmajer Funds
Total
Hospitality Special Governmental
General Tax Revenue Funds
b 388,921 - - 388,921
351,640 - . 351,640
86,100 - 84,969 171,069
109.025 199,131 92,970 401,126
76,136 - - 76,136
15,806 - - 15,8086
144 e - 144
1,027,772 199,131 177,939 1,404 842
115,997 - - 115,997
230,671 117,426 6,618 384,715
133,414 - 75,583 208,997
503,444 - 17,432 520,876
31,785 - 9,450 41,235
46,056 - 2,192 48,248
16,263 - 41 16,304
1,077,630 117,426 111,316 1,306,372
{49,858) 81,705 66,623 98,470
30,585 - - 30,585
40,164 . - 40,164
- (30,000) (10,164) (40,164)
70,749 (30,000) {10,164) 30,585
20,891 51,705 56,459 129,055
780,323 199,847 52,846 1,033.016
§ 801,214 251,552 109,305 1,162,071

The accompanying notes to the financial statements are an integral part of this exhibit
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CITY OF INMAN
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, 2013

Total change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement
of activities are different because:

Capital outlays are reported as expenditures in governmental funds.
However, in the statement of activities, the cost of capital assets is
allocated over their estimated useful lives as depreciation expense.
In the current period, these amounts are:

Capital outlay
Depreciation Expense
Excess of capital outlay over depreciation and other expense

The net effect of various miscellaneous transactions involving capital assets
{i.e., sales, trade-ins, and donations) is to decrease net assets.

Because some revenue will not be collected for several months after the
City's fiscal year ends, they are not considered “available" revenues
and are deferred in the governmental funds. Deferred property tax
revenues increased by this amount this year.

The issuance of long-term debt (e.g., notes, leases) provides current financial
resources to governemental funds, however, it has no effect on net assets.

Repayment of long-term debt is reported as an expenditure in governmental
funds. But the repayment reduces long-term liabilities in the statement
of net assets. In the current year, these amounts consisted of:

Debt Principal Retirement
Capital Lease Payments - Principal

In the statement of activities, interest is accrued on outstanding debt,
whereas in governmental funds, interest is expensed when due.

Change in net position - Governmental activities, June 30, 2013

The accompanying notes to the financial statements are an integral part of this exhibit.
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Exhibit 6

129,055

41,235
(172,190)

(130,955)

{46,880)

5,650

(30,585)

7,915
40,333

48,248

1,696

{23.871)




CITY OF INMAN
Statement of Net Position - Proprietary Fund
June 30, 2013

ASSETS
Current Assets
Cash
Investment
Accounts Receivable, Net
Current Portion of Note Receivable
Restricted Cash

Capital Assets
Less Accumulated Depreciation

Other Assets
Note Receivable

Total Assets
LIABILITIES
Current Liabilities:
Accounts Payable

Accrued Liabilities
Current Portion of Long-term Debt

Total Current Liabilities
Long-term Debt

Total Liabilities

NET POSITION
Net Investment in Capital Assets
Restricted For:
Bond Retirement
Unrestricted

Total Net Position

The accompanying notes to the financial statements are an integral part of this exhibit.
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Exhibit 7

Enterprise
Sewer Fund

649,079
361,699
169,679

4,295
259,235

1,443,987

15,870,229
6,593,367

9,276,862

437,473

11,168,322

18,595
26,731
86,062

131,388
6,031,657

6,163,045

3,159,143

259,235
1,576,898

4,995,277
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CITY OF INMAN
Statement of Revenues, Expenses, and Changes in
Net Position - Proprietary Fund
June 30, 2013

OPERATING REVENUES
Charges for Services
Connection Fees

Total Operating Revenues

OPERATING EXPENSES
Personnel
Sewer Operation & Maintenance
Administrative and General
Depreciation

Total Operating Expenses
OPERATING INCOME {LOSS)

NON-OPERATING REVENUE (EXPENSE)
Grant - Rural Development
Interest Income
Interest Expense
Other Income

Total Non-Operating Revenue (Expense)
Change in Net Position
Total Net Position Beginning

Total Net Position Ending

The accompanying notes to the financial statements are an integral part of this exhibit.

Exhibit 8

Enterprise
Sewer Fund

1,490,389
7,580

1,497,969

356,949
396,582
169,777
454,847

1,377,185

120,814

29,581
(274,121)
14,861

(229,679)

(108,865)
5,104,142

4,995,277
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CITY OF INMAN
Statement of Cash Flows - Proprietary Fund
June 30, 2013

CASH FLLOWS FROM OPERATING ACTIVITIES
Cash Received from Customers
Cash Payments to Suppliers
Cash Payment to Employees
Other Cash Received

CASH FLOWS FROM CAPITAL AND RELATED FINANCING
Proceeds of Grants to Purchase Capital Assets
Principal Paid on Capital Debt
Interest Paid on Capital Debt

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Capital Assets
Interest Income Received
Additions to Investments
Other Non-Operating Income Received

Net Increase in Cash
Cash Beginning of the Year

Cash Ending of the Year

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating Income
Adjustment to Reconcile Operating Loss to Net Cash Provided by
Operating Activities:
Depreciation Expense
Changes in Assets and Liabilities:
(Increase) Decrease in Accounts Receivable
Increase {Decrease) in Accounts Payable
Increase (Decrease) in Accrued Liabilities

Net Cash Provided by Operating Activities

The accompanying notes to the financial statements are an integral part of this exhibit.
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Exhibit 9

Enterprise
Fund Sewer

1,483,639
{568,180)
{357,254)

7,580

565,785

(82,291- )
(274,121)

{356.412)

(133,803)
29,581
(4,633)
14,861

(93,994)

115,379

1,150,001

1,266,380

120,814

454,847

(6,750)
(2,821)
(305)

565,785




CITY OF INMAN
Notes to Financial Statements
June 30, 2013

NOTE 1 — GENERAL STATEMENT

The City of Inman was incorporated on December 22, 1882, and is located in Spartanburg County, South
Carolina, about halfway between Tryon, North Carolina and Spartanburg, South Carolina on Asheville Highway
#176. The city population is approximately 2,000, but the service area includes at least 20,000 people. Itis
governed under the Mayor-council form of government with a municipal council composed of the Mayor and
four council members who are elected from the city at large. The City provides administrative, streets,
sanitation, parks, fire, police, judicial, community development and sewer services. Its operations are
financed by property and ad valorem taxes, fees for licenses and permits, police and court fines, franchise
fees, state revenue sharing funds, sewer charges, grants and other miscellaneous revenue sources.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City of Inman conform to accounting principles (GAAP) generally accepted in
the United States of America as applicable to governments. The Governmental Accounting Standards Board
(GASB) is the standard-setting body for establishing governmental accounting and financial reporting
principles. Governments are also required to follow the applicable pronouncements of the Financial
Accounting Standards Board {FASB) issued through November 30, 1988 that do not conflict with or contradict
GASB pronouncements. The GASB periodically updates its codification of the existing Governmental
Accounting and Financial Reporting Standards which, along with subsequent GASB pronouncements,
constitutes GAAP for governmental units.

In fiscal year 2004, the City implemented GASB Statement No. 34 - Basic Financial Statements and
Management's Discussion and Analysis for State and Local Governments. Statement No. 34 requires
supplementary information in the form of Management's Discussion and Analysis. Statement No. 34 also
requires government-wide financial statements to be prepared using the accrual basis of accounting and the
economic resources measurement focus. Government-wide financial statements do not provide information
by fund or account group, but distinguish between the City's governmental activities and business-type
activities on a statement of net assets and statement of activities. The statement of net assets includes both
noncurrent assets and noncurrent liabilities which were previously recorded in the General Fixed Assets Group
and the General Long-Term Debt Account Group.

In addition to government-wide financial statements, the City has prepared fund financial statements, which
continue to use the modified accrual basis of accounting and the current financial resources measurement
focus. The city has also elected to present budgetary comparisons as a basic financial statement (rather than
as required supplementary information). The accrual basis of accounting is utilized by proprietary funds. The
following is a summary of the more significant policies.

Governmental Accounting Standards Board Statement No.63: The Water District has implemented GASB
Statement No. 63, Financial Reporting of Deferred Qutflows of Resources, Deferred Inflows of Resources,
and Net Position in the financial statements for the fiscal year ended June 30, 2013. This statement provides
financial reporting guidance for deferred outflows of resources and deferred inflows of resources. This
statement also identifies net position as the residual of all other elements presented in a statement of financial
position. This Statement amends the net asset reporting requirements in Statement No. 34, Basic Financial
Statements — and Management's Discussion and Analysis — for State and Local Governments, and other
pronouncements by incorporating deferred outflows of resources and deferred inflows of resources into the
definitions of the required components of the residual measure and by renaming that measure as net position,
rather than net assets.

A. Scope of the Reporting Entity
Pursuant to governmental GAAP, in evaluating the City as a reporting entity, management must consider

all potential component units. The decision to include any potential component unit in the City's reporting
entity was based on the following criteria:
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

A. Scope of the Reporting Entity, Continued

The City’s financial accountability for the potential component unit was considered. The City is financially
accountable if it appoints a voting majority of the Governing board of the potential unit and (1) it is able to
impose its will on the potential component unit or (2) a financial benefit/burden relationship exists between
the City and the potential component unit. The potential component unit's fiscal dependence on the city
was considered.

The nature and significance of the relationship between the City and the potential component unit was
considered to determine whether exclusion of the potential component unit would render the City's
financial statements misleading or incomplete.

Based on the above criteria, management has determined that there are no potential component units
eligible for inclusion in the City's financial statements. All organizations which are controlled by the City's
elected officials are included in the City's reporting entity for these general purpose financial statements.
Contral in this case means budgetary authority over the organization.

. Measurement Focus, Basis of Accounting, and Basis of Presentation

The accounts of the City are organized on the basis of funds each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund equity, revenues and expenditures. Government
resources are allocated to and accounted for in individual funds based upon the purposes for which they
are to be spent and the means by which spending activities are controlled.

The City's basic financial statements include both governments-wide (reporting the City as a whole) and
fund financial statements (reporting the city's major funds). These statements include the financial
activities of the primary government, except for fiduciary funds. Both the government-wide and fund
financial statements categorize primary activities as either governmental or business-type. The City's
administrative, streets, sanitation, parks, fire, police, judicial, and community development services are
classified as governmental activities. The city's sewer services are classified as business-type activities.

« Government-Wide Financial Statements

In the government wide Statement of Net Position, both the governmental and business-type
activities columns are presented on a consolidated basis by column, and are reported on an
accrual economic resource basis, which recognizes all long-term assets as well as long-term debt.
Under the accrual basis of accounting, revenues are recognized in the period in which they are
earned while expenses are recognized in the period in which the liability is incurred. The City’s net
position is reported in three parts: invested in capital assets, net of related debt; restricted net
position; and unrestricted net position,

The government-wide Statement of Activities reports both the gross and net cost of each of the
City's functions and business-type activities. The functions are also supported by general
government revenues. The Statement of Activities reduces gross expenses by related program
revenues and grants. Program revenues are associated with the function or a business-type
activity. The Capital Grants column reflects capital-specific grants. The net costs are normally
covered by General Revenue. The City does not allocate indirect costs. This government-wide
focus is more on the sustainability of the City as an entity and the change in the City's net position
resulting from the current year's activities.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
B. Measurement Focus, Basis of Accounting, and Basis of Presentation, Continued
Government-Wide Financial Statements, continued

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments in lieu of taxes where the
amounts are reasonably equivalent in value to the interfund services provided and other charges
between the government's water and various other functions of the government, Elimination of
these charges would distort the direct costs and program revenues reported for the various
functions concerned.

» Governmental Fund Financial Statements

Governmental fund financial statements include a Balance Sheet and a Statement of Revenue,
Expenditures, and Changes in Fund Balances for all major governmental funds and aggregated
non-major funds. An accompanying schedule is presented to reconcile and explain the
differences in net position as presented in the Government-wide financial statements. The City
has presented all major funds that met the qualification of GASB Statement No. 34. All
governmental funds are accounted for on a current financial resources measurement focus and
the madified accrual basis of accounting. Under modified accrual basis of accounting, revenues
are recognized in the accounting period in which they become both measurable and available to
finance expenditures of the current period. Accordingly, revenues are recorded when received in
cash, except that revenues subject to accrual (generally 60 days after year-end) are recognized
under the modified accrual basis of accounting when due. Expenditures are generally recognized
under the modified accrual basis of accounting when the related fund liability is incurred. An
exception to the rule is principal and interest on general long-term debt which is recognized when
due,

s Proprietary Fund Financial Statements

The proprietary fund financial statements include a Statement of Net Position, a Statement of
Revenue, Expenses and Changes in fund Net Position, and a Statement of Cash Flows. The
proprietary fund financial statements are presented on the accrual basis of accounting. Revenues
are recognized when earned and expenses are recognized when incurred. The City's enterprise
fund is used to account for the activities of the sewer depariment of the City. This fund account
for operations in @ manner similar to private business enterprises, where the intentis that costs of
providing services to the public are recovered through user charges.

Qperating revenues and expenses generally result from providing services and producing and
delivering goods in connection with the proprietary fund's principal ongoing operations. The
principal operating revenues of enterprise funds are primarily charges for services and fees.
Operating expenses for enterprise fund include the expense for providing goods and services,
administrative expenses, maintenance, and depreciation of capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.

The City reports the following major governmental funds:

The General Fund is the government's primary operating fund. It accounts for all financial
resources of the general government, except those accounted for in other fund.

The Hospitality Tax Fund is used to account for the hospitality tax revenues that are restricted for
expenditures for specific tourism generating purposes.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 2 —- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Proprietary Fund Financial Statements, continued
The City reports the following major proprietary fund:

The Sewer Fund accounts for the activities of the sewer department. The sewer department operates
the sewage pumping and collection systems.

The Other Governmental Funds, nonmajor funds, are used to account for the proceeds of specific
revenue sources that are restricted to expenditures for specified purposes. These funds include the
following: The Victims Assistance Fund, Cops Grant Fund, Police Fund and the Fireman's Fund.

During the course of operations the government has activity between funds for various purposes. Any
residual balances outstanding at year end are reported as due from/ to other funds and advances to/from
other funds. While these balances are reported in the fund financial statements, certain eliminations are
made in the preparation of the government-wide financial statements. Balances between funds included in
governmental activities are eliminated so that only the net amount is included as internal balances in the
governmental activities column. Similarly, balances between the funds included in business-type activities
are eliminated so that only the net amount is included as internal balances in the business-type activities
column.

When both restricted and unrestricted are available for use, it is the City's policy to use restricted
resources first, then unrestricted resources as they are needed.

Use of Estimates

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

Deposits And Investments

Cash on hand, demand deposits and short-term investments with original maturities of three months or
less from the date of acquisition are considered to be cash and cash equivalents. Most short-term cash
balances are maintained in a cash and investment pool allocated to each fund based on month-end
deposit and investment balances. Investments with a readily determinable fair value are stated at fair
value in accordance with GASB Statement 31. All other investments are at cost. The City's current policy
does not utilize amortized cost for any applicable investments.

Statutes established by the State of South Carolina allow the City to invest in the following:

1. Obligations of the United States and agencies, the principal and interest of which is fully guaranteed
by United States.

2. Obligations issued by the Federal Financing Bank, Federal Farm Credit Bank, the Bank of
Cooperatives, the Federal Intermediate Credit Bank, the Federal Land Banks, the Federal Home Loan
Banks, the Federal Home Loan Mortgage Association, the Federal Housing Administration, and the
Farmers Home Administration, if, at the time of investments, the obligor has a long-term,
unenhanced, unsecured debt rating in one of the top two ratings categories, without regard to a
refinement or gradation of rating category by numerical modifier or otherwise, issued by at least two
nationally recognized credit rating organizations.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Deposits And Investments, continued

3. General obligations of the State of South Carolina or any of its political units; or revenue obligations of
the State of South Carolina or its political units, if at that time of investment, the obligor has a long-
tem, unenhanced, unsecured debt rating in one of the top two rating categories, without regard to a
refinement or gradation of rating category by numerical modifier or otherwise, issued by at least two
nationally recognized credit rating organizations.

4. Savings and Loan Associations to the extent that the same are insured by an agency of the federal
government.

Statutes established by the State of South Carolina allow the City to invest in the following:

5. Certificates of Deposit where the certificates are collaterally secured by securities of the type
described in (1) and (2) above held by a third party as escrow agent or custodian, of a market value
not less than the amount of the certificates of deposit so secured, including interest, provided,
however, such collateral shall not be required fo the extent the same are insured by an agency of the
federal government.

6. Repurchase agreements when collateralized by securities as set forth in this section;

7. No load open-end or closed-end management type investment companies or investment trusts
registered under the Investment Company Act of 1940, as amended, where the investment is made
by a bank or trust company or savings and loan association or other financial institution when acting
as trustees or agent for a bond or other debt issue of the City, if the particular portfolio of the
investment company or investment trust in which the investment is made (i) is limited to obligations
described in items {1), (2), (3) and (5) of this subsection, and (ii) has among its objectives the attempt
to maintain a constant net asset value of ane dollar a share to that end, value its assets by the
amortized cost method.

DEPOSITS:

State Law requires that a bank or savings and loan association receiving State funds must secure the
deposits by deposit insurance, surety bonds, collateral securities, or letters of credit to protect the State
against any loss.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, the City will not be able to recover deposits or will not be able to recover collateral securities
that are in the possession of an outside party if the counterparty to the deposit transaction fails.

It is the policy of the City of Inman to invest all available funds in accounts that will provide maximum
return on investment with the least possible risk. Funds will only be deposited with financial institutions
that are insured and guaranteed by FDIC, or other Federal or State Regulatory Agencies.

The deposits for the City of Inman primary government at June 30, 2013, were $2,433,195. Of this
amount $2,389,344 was insured or collateralized with securities held by the pledging institution in the
City's name, or backed by Federal obligations not held in the City's name, and $43,851 was
uncollateralized.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

INVESTMENTS:

Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of a failure of the counterparty to a
transaction, the City will not be able to recover the value of investments or collateral securities that are in
the possession of an outside party. The City does not have an investment policy for custodial credit risk,
but follows the investment policy statutes of the State of South Carolina.

Credit Risk

Credit risk is the risk that an insurer or other counterparty to an investrment will not fulfill its obligations.
The City does not have an investment policy for credit risk, but follows the investment policy statutes of
the State of South Carolina.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's investment in
a single issuer. The City does not have an investment policy for concentration of credit risk, but follows
the investment policy statutes of the State of South Carolina.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect the fair
value of an investment. It occurs because potential purchasers of debt securities will not agree to pay
face value for those securities if interest rates subsequently increase, thereby affording potential
purchasers more favorable rates on essentially equivalent securities. The City does not have a formal
policy limiting investment maturities that would help manage its exposure to fair value losses from
increasing interest rates, but they do follow the investment policy statutes of the State of South Carolina.

The City does not typically buy security investments and thus has not developed & policy for credit risk,
custodial credit risk, or concentration of credit risk for these types of investments.

The following schedule reconciles cash and investments as reported on the Statement of Net Position to
footnote disclosure provided for deposits and investments.

Governmental  Business-Type

Activities Activities Total
Statement of Net Position
Cash and Cash Equivalents $ 1057498 % 649,079 $ 1,706,577
Restricted Cash - 259,235 259,235
Investments 49,848 361,699 411,547
Total Statement of Net Assels $ 1107346 $ 1,270,013 3§ 2,377,359

Disclosure, Deposits and Investments:
Carrying Value of Deposits:

Held by Banks $ 1057298 % 908,314 § 1,865,612
Carrying Value of Investments:

Certificates of Deposit 49,848 354,051 403,899

Stocks - 7,648 7,648
Cash on Hand 200 - 200

Total Disclosure, Deposits and Investments $ 1107346 $ 1,270,013 § 2,377,359
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Net Position

The government-wide financial statements utilize a net position presentation. Net position is categorized as
invested in capital assets (net of related deht), restricted, and unrestricted.

Net Investment in Capital Assets groups all capital assets, including infrastructure, into one
component of net position. Accumulated depreciation and the outstanding balances of debt that are
attributable to the acquisition, construction, or improvement of these assets reduce the balance in this
category.

Restricted Net Position reflects net position that is subject to constraints either (1) externally imposed
by creditors, grantors, contributors, or laws or regulations of other governments, or (2) imposed by law
through constitutional provisions or enabling legislation. Enabling legislation authorizes the City to
assess, levy, charge, or otherwise mandated payment of resources and includes a legally enforceable
requirement that those resources be used only for the specific purposes stipulated in the legislation.
A legally enforceable enabling legislation restriction is one that a party external to a government -
such as citizens, public interest groups, or the judiciary — can compel a government to honor. AtJune
30, 2013, restricted net position for the governmental activities was $360,857 as reported on the
government-wide statement of net position.

Unrestricted Net Position represents net position of the City that is not restricted for any project or
purpose.

Fund Balance

As prescribed by GASB Statement No. 54, governmental funds report fund balance in classifications based
primarily on the extent to which the City is bound to honor constraints on the specific purposes for which
amounts in the funds can be spent. As of June 30, 2013, fund balances for government funds are made up of
the following:

Nonspendable Fund Balance — includes amounts that are (a) not in spendable form, or (b) legally or
contractually required to be maintained intact. The “not in spendable form” criterion includes items
that are not expected to be converted to cash, for example: inventories, prepaid amounts, and long-
term notes receivable.

Restricted Fund Balance — includes amounts that can be spent only for specific purposes stipulated
by external resource providers, constitutionally or through enabling legislation. Restrictions may
effectively be changed or lifted only with the consent of resource providers.

Committed Fund Balance - includes amounts that can only be used for the specific purposes
determined by a formal action of the City's highest level of decision-making authority, the City's
Council. Commitments may be changed or lifted only by the City taking the same formal action that
imposed the constraint originally.

Assigned Fund Balance — comprises amounts intended to be used by the City for specific purposes
that are neither restricted nor committed. Infent is expressed by (1) the City's Council or (b) a body
(for example: a budget or finance committee) or official to which the City's Council had delegated the
authority to assign amounts to be used for specific purposes.

Unassigned Fund Balance - is the residual classification for the General Fund and includes all

amounts not contained in the other classifications. Unassigned amounts are technically available for
any purpose.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Fund Balance, Continued

In circumstances when an expenditure is made for a purpose for which amounts are available in multiple fund
balance classifications, fund balance is generally depleted in the order of restricted, committed, assigned, and
unassigned.

Fund balances for all major and nonmajor governmental funds as of June 30, 2013, were distributed as
follows:

General Hospitality Nonmajor
Fund Tax Funds Total

Restricted For:
Public Safety - - 43,795 43,795
Streets - - 65,510 65,510
Parks & Tourism - 251,552 - 251,552
Subtotal - 251,552 109,305 360,857
Unassigned 801,214 - - B01,214
TOTAL $ 801,214 251,552 109,305 $ 1,162,071

A. Property Taxes

Property taxes on real property and personal property, other than licensed motor vehicles, were billed in
October 2012 based on property valuations as of December 31, 2011. The taxes were due on or before
January 15, 2013. The first late payment penalty of 3% is applied to payments received after January 15.
An additional penalty of 5% is charged for payments made after January 31. Uncollected property taxes
as of March 15 are transferred to the Spartanburg County Delinquent Tax Collector at which time and
additional 5% penalty is assessed. Property taxes on licensed motor vehicles are collected on a monthly
basis in the month in which the individual motor vehicle license is renewed. An enforceable lien attaches
to property on which taxes have not been collected.

Spartanburg County bills and collects property taxes and remits them on a monthly basis to the City.
Taxes receivable at June 30, 2013, represent property taxes collected within 60 days after year-end.
Because the City records as receivable the amounts collected through August 31, there are no
uncollected delinquent taxes included in either assets or revenue, and therefore, no allowance for
uncollectible delinquent taxes receivable has been provided.

B. Allowance for Uncollectible Accounts
Allowance for uncollectible sewer accounts receivable in the Enterprise Fund at June 30, 2013, is $6,644.
C. Accumulated unpaid Vacation and Sick Pay
Vacation and sick pay accrue to City employees on a monthly basis based on years of service. Upon
separation of employment, accrued vacation will be paid to the terminated employee. The City does not
pay unused sick days when employment is terminated. Accrued vacation pay is included in accrued
liabilities at year-end (General Fund = $28,182 And Sewer Fund = $13,199) and is not included in long-
term debt.
D. Risk Management
The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions and natural disasters for which the City carries commercial insurance. There have

been no significant reductions in coverage from prior year and settlements have not exceeded coverage in
the past three years.

23



CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

E. Budgetary Information
Annual budgets, as required by state statutes, are adopted on a basis consistent with generally accepted
accounting principles for all governmental funds. Annual Budgets are also adopted for the proprietary
fund.

The budget calendar is as follows:

First Reading First Meeting in May
Second Reading First Meeting in June
Public Hearing First Meeting in June

Annual appropriations lapse at fiscal year end.

On or before March 1, heads of City departments and agencies submit requests for appropriation to the City
Clerk who compiles the requests. After adjustments, the City Clerk submits a comprehensive budget request
document to City Council. The City Council conducts workshops and public hearings on the proposed budget
and adopts the budget not later than June 30.

The appropriated budget is prepared by fund, function and activity. The Mayor and Council are authorized to
transfer funds or any portion thereof from any department, activity or purpose to another department, activity
or purpose, as may be needed to facilitate the spending plan of the City in the best interest of the City. The
Mayor and Council are also authorized to amend the budget to reflect grants received during the year and to
carry over remaining balances of grants or one-time state appropriations for special projects, provided that
matching local funds as required have been appropriated. At any time in which the total appropriations will be
exceeded, City Council must take a vote. Therefore, total appropriations are the legal level of control. There
is no supplemental appropriation for the fiscal year ended June 30, 2013. The City exceeded its legal
appropriation for the general fund in the amount of $30,980 for the fiscal year ended June 30, 2013.

The City has an appropriated budget for the enterprise fund but is not required to report budgetary
comparisons in the financial statements

NOTE 3 - RECEIVABLES

Non-Intergovernmental:

Receivables as of year-end for the government's individual major funds and non-major funds in the aggregate
(governmental activities), including the applicable allowance for uncollectible accounts, are as follows:

General Hospitality
Fund Tax Total
Taxes [ 48,082 - 48,082
Other 23,894 15,783 39,677
Gross Receivables 71,976 15,783 87,759
Less Allowance 28,815 - 28,815
Net Receivables $ 43,161 15,783 58,944
Intergovernmental:
Intergovernmental receivables consist of the following:
State of South Caralina $ 11,933
8.C. State housing Authority 2,384
Spartanburg County 65,510
Other 53,406
Total Intergovernmental Receivables $ 133,233
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 4 - RESTRICTED CASH

Sewer Fund restricted assets consist of cash deposits restricted for the Sewer Fund debt service. Under
provisions of the Sewer Revenue Bond Indenture, the City is required to engage a custodian to administer the
establishment and maintenance of certain funds. The City has designated SunTrust Bank as the custodian of
the reserved funds as shown below.

Bond Operation Depreciation
and and and Cushion
Year Ended Interest Maintenance Contingency A
June 30, 2013 A B B {See Note B.2) Total
Total Restricted Cash $-0- $-0- $-0- $259,235 $259,235

A = Required
B = This reserve is funded at the discretion of the City Council

NOTE 5 — CAPITAL ASSETS

Capital assets purchased are reported at historical cost or estimated historical cost. Contributed assets are
reported at fair market value as of the date received. Additions and impravements that significantly extend the
useful life of an asset are depreciation on all assets is provided on the straight-line basis over the following
estimated useful lives:

Buildings, Sewer Plant 30 years
Sewer Lines 25 years
Improvements 15 years
Fire Trucks 10 years
Other Vehicles 5 years
Machinery, Equipment 5 years
Furniture 5 years

GASB Statement no. 34 requires the City to report and depreciate infrastructure assets (such as sidewalks,
street lights, and annexed sewer lines). The City has elected to implement the general provisions of GASB
Statement No. 34. The City maintains a minimurn capitalization threshold of $1,000 for all capital assets.

25



CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 5 — CAPITAL ASSETS, Continued

A. General

Fund

General fund capital assets are reported under the column Governmental Activities in the Government-
Wide Statement of Net Poasition and are presented in the schedule on the next page.

Primary government capital asset activity for the year ended June 30, 2013 is as follows:

Beginning Ending
Governmental Activities Balance Additions Retirements Balance
Capital Assets Not Being Depreciated:
Land ] 54,241 - - 54,241
Total Capital Assets at
Historical Cost Not Being Depreciated 54,241 - - 54,241
Capital Assets Being Depreciated:
Buildings 336,538 - 52,200 284,338
Improvements / Infrastructure 872,938 - . 872,938
Machinery, Equipment & Furniture 231,874 - - 231,874
Fire Trucks 1,147,785 - - 1,147,785
Vehicles 253,900 47,759 71,767 229,892
Total Capital Assets at
Historical Cost Being Depreciated 2,843,035 47,759 123,967 2.766.827
Less Accumulatled Depreciation and Amortization 1,770,088 172,190 70,464 1,871,824
Total Capital Assets Being Depreciated, Net 1,072,837 {124,431) 53,503 895,003
Government-Type Activities Capital
Assets, Net $  1.127.178 (124,431) 53,503 948,244

Depreciation expense was charged to functions/programs of the primary government as follows:

Administration 3 9.281
Streets, Sanitation & Park 61,202
Fire 85,811
Police & Judicial 15,896

Total 3 172,190
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013
NOTE 5 — CAPITAL ASSETS, Continued
B. Enterprise Fund
Enterprise fund capital assets are reported under the column Business-Type Activities in the Government-
Wide Staterment of Net Position. They are also reported in the Proprietary Fund Statement of Net

Position.

Primary government capital asset activity for the year ended June 30, 2013 is as follows:

Beginning Ending
Business-Type Activities Balance Additions Retirements Balance
Capital Assets Not Being Depreciated:
Land 3 69,181 - - 69,181
Capital Assets Being Depreciated
Sewer Plant 11,528,156 8,266 - 11,536,422
Sewer Lines & Infrastructure 3,662,188 120,037 - 3,782,225
Vehicles 175,247 5,500 - 180,747
Machinery and Equipment 301,654 - - 301,654
Total Capital Assets Being Depreciated 15,667,245 133,803 - 15,801,048
Less Accumulated Depreciation 6,138,520 454,847 - 6,593,367
Total Capital Assels Being Depreciated, Net 9,528,725 {321,044) - 9,207,681
Business-Type Activities Capital
Assets, Net $ 9,597,906 {321,044} - 9,276,862

The depreciation expense of $454,847 is reported in the Proprietary Fund Statement of Revenues,
Expenses, and Changes in Fund Net Position.

NOTE 6 - LONG-TERM DEBT
A. General Fund

1. The City financed a 2008 fire truck under an equipment lease-purchase agreement with BB&T Bank.
The transaction was recorded as a note payable with a 3.79% interest rate. The agreement was
dated March 24, 2008, with 11 annual payments of $58,617.73 and a balloon payment of $213,833.58
on March 24, 2020. The truck was capitalized at a cost of $661,410. On March 24, 2012 this
equipment base was refinanced at a 2.79% interest rate, due March 24, 2023, with annual payments
of $55,559.32. AtJune 30, 2013 accumulated amortization related to this truck was $347,240 with a
net book value of $314,170. The future minimum lease payments under the capital lease are as
follows: $479,052 principal and $76,542 interest.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 6 — LONG-TERM DEBT, Continued
A. General Fund, Continued
2. Two police vehicles were purchased under a note payable with Palmetto Bank. The original loan was
$30,585 with a 3.25% interest rate. The note was dated July 5, 2012, with 5 annual payments of
$6,759.70. The vehicles are collateral for the debt. The automaobiles are capitalized at a cost of
$37,108.50.

3. A summary of debt service requirements to maturity is listed below:

Capital Leases Note Payable Total Debt Service
Year Ended June 30 Principal Interest Principal Interest Principal Interest
2014 $ 42194 13,365 5,904 856 48,098 14,221
2015 43,371 12,188 6,107 652 49,478 12,840
2016 44 581 10,978 6,317 442 50,898 11,420
2017 45825 9,734 6,535 225 52,360 9,959
2018 47,103 8,456 - - 47,103 8,456
2019-2023 255,978 21,821 - - 255,978 21,821
$ 479,052 76,542 24,863 2,175 503,915 78,717

B. Enterprise Fund

1. On August 30, 1999, the United States Department of Agriculture, Rural Development loaned
$1,802,300 to the City to finance improvement, enlargements and extensions to the sewerage system
of the City. The loan was provided by the issuance of a $1,494,300 Sewer System Revenue Bond
Series 1999A and a $308,000 Sewer System Revenue Bond Series 1999 B. The schedule below
summarized the terms of both Bonds Series.

Sewer System Revenue Bond Series

1999 A 1999 B
Amount $ 1,494,300 308,000
Monthly Payment 3 6,964 1,436
Interest Rate 4.75% 4.75%
Maturity Date 8/28/2039 B/28/2039

The total cost of the Sewer Improvement Project was $3,390,000. The remaining costs of the Project
were financed with a grant from Rural Development in the amount of $1,587,700.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013
NOTE 6 — LONG-TERM DEBT, Continued
B. Enterprise Fund, Continued
2. On December 28, 2008, the United State Department of Agriculture, Rural Development loaned the
City $4,837,000 to finance improvements, enlargements, and extensions to the sewerage system of

the City. The schedule below summarized the terms of the Bond Series.

Sewer System Revenue Bond Series

2008 A 2008 B 2008 C
Amount $ 2,868,000 898,000 971,000
Monthly Payment $ 12,677 4,332 4,292
Interest Rate 4.375% 4.250% 4.375%
Maturity Date 1212212048 12/22/2048 12/22/2048

The total cost of the Project was $8,275,000. The remaining costs were financed with grants from
Rural Development in the amount of $3,438,000.

3. A summary of debt service requirements to maturity is listed below.

Year Ended June 30 Total
Principal Interest

2014 $ 86,062 270,350
2015 90,005 266,407
2016 94,129 262,283
2017 98,445 257,967
2018 102,955 253,457
2019-2023 590,051 1,192,009
2024-2028 738,330 1,043,730
2029-2033 823,955 858,106
2034-2037 1,156,368 625,692
2038-2043 1,011,495 374,329
2044-2048 1,127,588 150,472
2045-2053 98,336 1,020
$ 6,117,719 5,655,821

The debt agreements with USDA, Rural Development provide for the City to set aside ten percent of
each monthly principal and interest payment in a separate interest bearing account until the balance
reaches one full annual payment for all debt payable. At June 30, 2013 the City had set aside funds

as follows:
Annual Reserve
Payment Balance
Revenue Bonds Series 1999 $ 100,800 3 100,800
Revenue Bonds Series 2008 255,612 158,435
Total In Bank Account 3 259,235
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NOTE 6 — LONG-TERM DEBT, Continued
C. Changes in Long-Term Debt

1. General Fund

CITY OF INMAN
Notes To Financial Statements, Continued

June 30, 2013

Balance Balance Due Within
June 30, 2012 Additions Retirements June 30, 2013 One Year
Capital Leases $ 519,385 - 40,333 479,052 42,194
Note Payable 2,193 30,585 7.915 24,863 5,904
Total $ 521,578 30,585 48,248 503,915 48,098
2. Enterprise Fund
Balance Balance Due Within
June 30, 2012 Additions Retirements  June 30, 2013 One Year
USDA Rural Development
Sewer System Revenue Bonds
Series 1999 $ 1,533,720 - 28,565 1,505,155 29,952
Series 2008 4,666,290 53,726 4,612,564 56,110
Total $ 6,200,010 - 82,291 6,117,719 86,062

Resources from the General Fund have been used to liquidate the governmental activities note
payable and capital lease obligation. Resources from Sewer Fund have been used to liquidate the

business-type activities debt.

NOTE 7 - RETIREMENT PLANS

Employees participate in either the South Carolina Retirement System (SCRS) or Police Officers Retirements
System {(PORS). Both plans are cost sharing muliiple-employer defined benefit pension plans administered by
the South Carolina Retirement Systems (a Division of the State Budget and Control Board). Payroll of
$677,059 for the City was covered by the plans. Benefit provisions are established under the authority of Title
9 of the S.C. Code of Laws. Both employees and employers are required to contribute to the Plan at rates
established under authority of Title 9 of the Code of Laws. There are no investments in, loans to, or leases
with the City and related parties to the Plan. A summary of basic provisions is listed below.

Employee Contributions
Employer Contributions
Vesting Requirement

Normal Retirement Age

Years of Credited Service
Early Retirement Provision
Disability Retirement Provision
Death Benefit Provision
Accidental Death Program

SCRS

PORS

7.0% of earnings
10.45% of earnings
5 years

65
28
yes
yes
yes
no
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7.0% of earnings
11.90% of earnings

5 years
55
25
no
yes
yes
yes



CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 7 — RETIREMENT PLANS, Continued

A SCRS participant may take early retirement at age 60 with 5% reduction for each year under 65 or at age 55
with 25 years service and 4% reduction for each year of service under 28 years of service. The SCRS normal
service retirement formula is 1.82% of the average final compensation times years of credited service. The
PORS formula is 2.14% of the average final compensation times years of credited service. Both plans require
five years of credited service for disability retirement unless the injury is job related. Accumulated employee
contributions and credited interest is payable within six months, but no less than 90 days after termination of
all covered employment for both plans. All employers contribute at the actuarially established rates that follow.

SCRS PORS

Normal 3.36% 7.11%
Unfunded Accrued Liability 5.88% 3.54%
Subtotal 9.24% 10.65%
Accidental Death 0% 0.20%
Group Lifelnsurance 0.15% 0.20%
9.39% 11.05%

The City's plan required and actual contributions for current year and each of the preceding two years are
presented below.

Year Ended Employee Employer Total
June 30 Contributions Contributions Contributions
2013 $ 47,271 74,738 122,009
2012 42,572 66,879 108,451
2011 42,974 66,327 109,301

The pension benefit obligations (expressed in millions) as of July 1, 2008, are shown below. A comprehensive
annual financial report containing financial statements and required supplementary information for SCRS and
PORS is issued each year by the South Carolina Retirement System, P.O. Box 11960, Columbia, SC 29211-
1960.

SCRS PORS
Unfunded Accrued Liability 3 10,963.70 955.80
Unfunded Acrued Liability Liquidation 29 years 30 years

In addition to providing pension plan and supplemental benefits, the state currently provides its retired
employees with health care benefits. All post retirement benefits paid to the City's retired members are made
from the South Carolina Retirement System and from the South Carclina's General Fund (Health Care).

Several optional deferred compensation plans are available to the City's employees. The multiple-employer
plans, created under Internal Revenue Code Sections 457, 401(K), and 403(b) are accounted for by the State
of South Carolina. Employees may withdraw the current value of their contributions when they terminate
employment. With approval of the State’s Deferred Compensation Commission, employees may also
withdraw the current value of their contributions prior to termination of employment if they meet certain
requirements. These requirements differ among the plans. Compensation deferred under the Section 457,
401(K}, and 403(b}) plans is placed in trust for the contributing employges. Neither the State nor the City has
any liability for losses under the plans.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 8 ~ SCHEDULE OF FINES, ASSESSMENTS AND SURCHARGES

In accordance with South Carolina code sections 14-1-206, 14-1-207, and 14-1-208, a schedule of victim
services is shown as other supplementary information in these financial statements. The $192,696 of court
fines is reported as revenue in the General Fund. The City maintained a Victim Services Account for the fiscal
year. The $27,315 of funds available for carry-forward is reported as a cash asset of the Special Revenue
Fund.

NOTE 9 - DEFERRED COMPENSATION PLAN

The City offers its employees a deferred compensation plan created in accordance with Internal Revenue
Code Section 457. The plan, available to all City employees, permits them to defer a portion of their salary
until future years. The deferred compensation is not available to employees until termination, retirement,
death, or unforeseeable emergency.

As of August 26, 1996, laws governing Section 457 plans were changed to state that plans were not eligible
unless all assets and income of the plan are held in trust for the exclusive benefit of the participants and their
beneficiaries.

Johnson & Higgins/Kirke-Van Orsdel, Inc., 400 Locust Street, Des Moines, lowa, 50306 (under state contract)
are the program administrators of the 457 Plan, as well as the other available 401K Plan. The choice of
deferred compensation options are selected by the participant. As recommended by GASB No. 32,
Accounting and Financial Reporting for IRC Section 457 Deferred compensation Plans, the value of the assets
under the Plan are not included in the City's financial statements.

NOTE 10 - CONTINGENCIES

Due to the nature of the City's normal activities, it is routinely subject to a variety of claims and demands by
various individuals and entities. Loss contingencies are situations involving uncertainties as to possible loss.
The uncertainties are resclved when certain events occur or fail to occur. Loss contingencies may result from
litigation, claims, audit disallowances, threatened property loss, or uncollectible receivables. Such situations
are loss contingencies at June 30 if the related liability has not been recorded yet a loss is reasonably
possible. Guarantees of others' debts are loss contingencies, however, even if the probability of loss is
remote. The City maintains insurance against certain loss contingencies with tort liability policies and physical
damage coverage. At the date of this report, the City is not a party to any lawsuits which, in the opinion of the
City's management and legal council, would give rise to any material loss contingency. Settlements have not
exceeded insurance coverage limits for the last three fiscal years.

The City has received proceeds from State and Federal grants. Periodic audits of these grants are required

and certain costs may be questioned as not being appropriate expenditures under the grant agreements.
Such audits could result in the refund of grant monies to the grantor agencies.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 11 - COMMITMENTS

The City has entered into an agreement with the Town of Chesnee to provide specified services necessary to
operate its waste treatment facilities in exchange for $38,000 annually to be paid monthly, in addition to labor
and materials cost of maintenance and repairs. The total amount received under this agreement for the fiscal
year ended June 30, 2013 was $60,835 including reimbursement for the costs for maintenance and repairs
and is included in operating revenues in the Statement of Revenues, Expenses and Changes in Net Position -
Proprietary Fund.

The City has received USDA/Rural Development grants totaling $3,438,000, which the City used to initially
expand its sewer treatment facility. These grants and the assets they purchased carry the restriction that the
City shall *“Not transfer or dispose of the system, or any part thereof, being constructed or improved with such
grant funds without the written consent of the Grantor.”

NOTE 12 - LOAN RECEIVABLE

The City has entered into a Sewer System Improvements Agreement with Spartanburg County School District
One whereby the City constructed a sewer line extension for the benefit of the District, and obtained financing
from USDA/Rural Development in the form of a grant and a loan. This grant portion does not have to be
repaid however the loan is to be repaid over a forty year period with interest. The District agreed to be
responsible for 9.48% of the monthly payments, or $2,315 per month over the term of the loan. The total
amount of principal and interest payment and a summary of the loan receivable activity for the fiscal year
ended June 30, 2013 is shown below:

Balance Balance
June 30, 2012 Additions Retirements June 30, 2013

Loan Receivable - Spartanburg
County School District One $ 445,840 - 4,072 441,768
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2013

NOTE 12 - LOAN RECEIVABLE, Continued

Year Ended
June 30 Principal Interest Total
2014 $ 4,285 23,485 27,780
2015 4,530 23,250 27,780
2018 4778 23,002 27,780
27 5,039 22,741 27,780
2018 5,316 22,464 27,780
2019-2023 31,271 107,629 138,900
2024-2028 40,816 98,084 138,900
2029-2033 53,276 85,624 138,900
2034-2038 69,538 69,362 138,900
2039-2043 90,764 48,136 138,900
2044-2048 118,469 20,431 138,900
2049-2053 13,676 214 13,890

441,768 544,422 986,190

The entire amount of the original loan ($456,833) was shown as a sewer connection charge and included in
revenue on the Statement of Revenue, Expenses and Changes in Net Position — Proprietary Fund for the
June 30, 2010 fiscal year.
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Schedule 1
- CITY OF INMAN
l i Schedule of General Fund - Revenues, Expenditures and
Changes in Fund Batances - Budget and Actual
For the Year Ended June 30, 2013
Variance
Budget Favorable
Original Final Actual {Unfavorable)
REVENUES:
Licenses, Permits, Fees $ 482,000 482,000 493,265 11,265
[ Taxes 360,000 360,000 351,640 {8,360)
Intergovernmental 88,550 88,550 86,100 {2,450)
Police Fines 75,000 75,000 76,136 1,136
| Garbage Service 6,000 6,000 4,681 {1,319
[ Miscellaneous 5,100 5,100 15,950 10,850
Total Revenues 1,016,650 1,016,650 1,027,772 11,122
EXPENDITURES:
Administration;
Salaries, Benefits 65,365 65,365 65,089 276
Utilities 16,000 16,000 15,091 909
Capital Outlay - - - -
Other 48,882 48,882 35,817 13,065
Reserve - - - -
Streets, Sanitation & Park:
Salaries, Benefits 45,740 45,740 42,375 3,365
Sanitation Contract 82,000 82,000 84,096 (2.096)
Capital Qutlay, Debt Service - - - -
Other 93,560 93,560 104,200 (10,640)
Fire:
Salaries, Benefits 85.100 85,100 89,394 (4,294)
Capital Outlay, Debt Service 62.500 62,500 55,559 6,941
Other 43,400 43,400 44,020 {620)
Paolice & Judicial:
Salaries, Benefits 412,320 412,320 408,833 3,487
Capital Outlay, Debt Service 14,083 14,083 38,545 (24 ,462)
Other 77.700 77,700 94,611 (16,911)
Total Expenditures 1,046.650 1,046,650 1,077,630 (30,980)
Excess (Deficiency) of Revenues
Over {Under) Expenditures (30.000) (30,000) (49,858) (19,858)
OTHER FINANCING SOURCES:
Issuance of Note Payable - - 30,585 30,585
Transfers In 30,000 30,000 40,164 10,164
Transfers Out - - - -
Total Other Financing Sources (Uses) 30,000 30.000 70,749 40,749
NET CHANGE IN FUND BALANCE - - 20,891 20,891
- FUND BALANCES BEGINNING 726,157 726,157 780,323 54,166
FUND BALLANCES ENDING 3 726,157 726,157 801,214 75,057
35



SUPPLEMENTARY INFORMATION




B B =

———

CITY OF INMAN
Municipal Court

Summary Schedule of Court Fines and Fees, Assessments and Surcharges

June 30, 2013

Total Fines, Assessments, Surcharges Collected
Amounts Remitted to State Treasurer:
Assessments
Surcharges
Allocated to Victim Services

Amount Retained by City Treasurer

Victim Services Funds

Beginning Fund Balance

Court Assessments and Surcharges Allocated
Other Revenue and Transfers

Victim Services Expenditures

Ending Fund Balance
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182,696

(69,285)
(34,824)
{11,363}

77,224

21,067

11,363
2,700

(7.815)

27,315
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Independent Auditors’ Report Cn Internal Control Over
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Based On An Audit Of Financial Statements Performed
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City of Inman
i Inman, South Carolina

rer——

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of City of Inman as of
and for the year ended June 30, 2013, and the related notes to the financial statements, which collectively
i comprised City of Inman’s basic financial statements, and have issued our report thereon dated February 5,
' 2014.

Internal Control Over Financial Reporting

l In planning and performing our audit of the financial statements, we considered City of Inman’s internal
control over financial reporting {internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of City of Inman's internal control. Accordingly, we do not
express an opinion on the effectiveness of the City of Inman's internal control.

A deficiency in internal confrol exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit by those charged with governance.

Our consideration of internal control was for the limited purpose deseribed in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or,
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.
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City of Inman
February 5, 2014
Page Two

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Inman's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted certain matters that we reported to management of City of Inman in a separate letter dated
February 5, 2014,

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Co 2 AN

Gaffney, SC
February 5, 2014
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