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GOVERNMENTAL AUDIT QUALITY CEWTER

Independent Auditors' Report

The Honorable Mayor
and Members of City Council
City of Inman, SC

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 the City of Inman as of and for
the year ended June 30, 2015, and the related notes to the financial statements, which collectively comprise
the Cily'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 financlal 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 conducled
our audit in accordance with auditing standards generally accepted in the Uniled 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 lo 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 appropriale 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 also 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 sufiicient 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 the City of Inman as of June 30, 2015, 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

Emphasis of Matter

As described in Note 1 to the financial stalements, in fiscal year 2015 the Cily adopted new accounling
guidance, Governmental Accounting Standard Board (GASB) Statement No. 68, Accounting and Financial
Reporting for Pensions. Our opinion is not modified with respect to this matter.
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The Honorable Mayor

and Members of City Council
City of Inman, SC
Page Two

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, and the schedule of the City's proportionate share
of the South Carolina Retirement System {SCRS) and the Police Officers Retirement System (PORS} nel
pension liability, and the schedule of the City's contributions to the South Carolina Retirement System (SCRS)
and the Police Officers Retirement System (PORS) 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 stalements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with audiling 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 inguiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial 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 Stales of America. [nour
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 Govemment Auditing Standards, we have also issued our report dated February 19, 2016,
on our consideration of the City of Inman's intemal control aver financial reporting and on our tests of its
compliance with certain provisions of laws, 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 parl of an audit performed in accordance with
Government Auditing Standards in considering the City's internal control over financial reporting and
compliance.

Co> AN

Gaffney, SC
February 19, 2016
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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, 2015. 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 Cily's finances.
The Statement of Net Position and the Statement of Aclivities provide information about the city as a whole
and show a long-term view of the City's finances. In these two reports, 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 regardiess 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 reporis focus separately on major governmental funds and proprietary funds.

Most of the City's basic services are reporied in governmental funds. The govemmental 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.

During the current fiscal year the City has implemented GASB Statement No. 68, Accounting and Financial
Reporting of Pensions. This statement requires cost-sharing employers to present actuarial information
about pensions including a net pension liability, pension expense and pension related inflows and outflows
of resources based on their proportionate share of the collective amounts for all the governments in the
plan.

The notes to the financial statements provide additional disclosures and provide information to assist in
understanding the City's financial condition.
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Governmental activity revenues were $13 thousand dollars less than expenses. Property tax revenues
increased by $5 thousand. Total revenue increased by $106 thousand. Hospitality tax revenue increased
by $2 thousand. Business license revenue increased by $4 thousand. Total expenses increased by $122
thousand due to the purchase of fagade lighting, Christmas tree, benches for downtown, [property at # 26
Mill Street for future tourism use, and repalrs to the Inman American Legion Baseball field.

Operating revenue for the business-type activities increased $28 thousand due to the level of assistance
to other municipalities and entities and growth of the sewer system. Expenses decreased $19 thousand
due to the preventive maintenance practices that are working. Business-type activities net position
decreased by $339 due to the implementation of GASB Statement No. 68. As part of the new accounting
standard, the City was required to record the net pension liability of $265 thus reducing business-type
aclivities unrestricted net position by $232.

Budgetary Highlights

General fund revenues were $1,097 thousand and $2 thousand favorable to budget. Expenses were
unfavorable by $9 thousand. Property tax revenues were more than budget by $2 thousand. Revenues
from licenses, fees and permits were $33 thousand higher than budgeted.

For the fiscal year ended June 30, 2016, the budgeted revenues for the general fund are expecled to
increase about $40 thousand. Ad valorem (property) taxes are expected and budgeted to Increase
compared to budgeted amounts for the prior year. The Police expendilure budget has increased a total of
$4 thousand and the expenditure for the street department shows a decrease of $34 thousand. All other
departments’ combined expenditures are budgeted to increase a total of $44 thousand compared to the
prior year,

Capital Asset and Debt Administration

Capital Assets at Year-End (in thousands)

Governmental Business-Type Total
Aclivities Activities Government
2015 2014 2015 2014 2015 2014

Land $ 71 54 69 69 140 123
Construction In Progress - - 88 - 88 -
Buildings, Improvements 1,211 1,149 15,408 15,319 16,619 16,468
Vehicles 1,401 1,380 360 230 1,761 1,610
Machinery,Equipment,Furniture 306 239 370 355 676 594

Subtotal 2,989 2,822 16,295 15,973 19,284 18,795
Accumulated Depreciation {2,143) (2,008) {7.529) (7,051) (9,672) {9,059)

Capital Assels, Nat $ 846 814 8,766 8,922 9,612 9,736

At June 30, 2015, the City had over $19.2 million invested in gross capital assets including land, buildings,
improvements, sewer facilities, vehicles, machinery, equipment and fumiture. This was an increase of over
$489 thousand from the prior year. The increase of over $489 thousand from the prior year was due to the
purchase of fagade lighting and Christmas tree for downtown, freightliner for sewer department, vehicle for
sireet depariment, equipment and vehicles for police department, building for future tourism use and
expansion of sewer line.



Debt Qutstanding at Year-End {in thousands)

Governmental Business-Type Total
Aclivities Activities Government
2015 2014 2015 2014 2015 2014
Capilal Lease $ 3923 437 - - 393 437
Note Payable 13 19 - - 13 19
Sewer System - - 5942 6,032 5,942 6,032
Total $ 406 456 5,942 6,032 6,348 6,488

Total debt decreased by a net of $140 thousand. This net decrease is due to the normal debt principal
payments made as scheduled.

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 conlact the
City clerk at 20 South Main Street, Inman, SC 29349,



CITY OF INMAN
Statement of Net Position
June 30, 2015

Exhibit 1

Governmental Business-Type
Activities Activities Total
ASSETS
Cash and Cash Equivalents 3 1,048,055 600,910 1,648,965
Investment 50,130 466,721 516,851
Receivables
Property Taxes, Net 8,260 - 8,260
Intergovernmental 95,017 - 95,017
Other 44,945 191,884 236,829
Prepaid Expanse 6,072 2,549 8.621
Restricted Cash - 330,845 330,845
Note Receivable - 432,943 432,943
Capital Assets Not Being Depreciated 70,592 157,165 227,757
Capital Assets Being Depreciated 2,917,923 16,137,651 19,055,574
Accumulated Depreciation and Amortization {2,142,614) {7,528,649) (9,671,263}
Total Capital Assels Net of Depreciation and Amortization 845,901 8,766,167 9,612,068
Tolal Assets 2,098,380 10,792,019 12,890,399
DEFERRED OQUTFLOWS OF RESOURCES
Pension Plan ltems 94,534 23,021 117,555
LIABILITIES
Accounts Payable 32,666 18,623 51,289
Accrued Liabilities 49,684 32,972 82,656
Accrued Interest Payable 2,989 - 2,989
Long-term Liabilities:
Due Within One Year 50,898 94,129 145,027
Due in More than One Year 355,441 5,847,523 6,202,964
Net Pension Liability 939,110 265,354 1,204,464
Total Liabilities 1,430,788 6,258,601 7,689,389
DEFERRED INFLOWS OF RESOURCES
Pension Plan ltems 92,775 22,371 115,146
NET POSITION
Net Investment in Capital Assets 439,562 2,824,515 3,264,077
Restricted For:
Public Safety 53,508 - 53,508
Streets 80,843 - 80,843
Parks and Recraation 206,204 - 206,204
Bond Retirement - 330,845 330,845
Unrestricted (110,766) 1,378,708 1,267,942
Total Net Position $ 669,351 4,534,068 5,203,419

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

Balance Sheet - Governmental Funds

ASSETS

Cash and Cash Equivalenis
Investments
Recelvables:

Taxes

Intergovernmental

Other

Due from General Fund
Prepaid Expense

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounls Payable
Accrued Liabilities
Due to Police Fund

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue- Property Taxes

Total Deferred Inflows of Resources
Total Liabilities and Deferred Inflows of Resources

Fund Balances:
Restricted For:

Public Safety

Streets

Parks and Recreation
Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows of Resources
and Fund Balances

June 30, 2015

Exhibit 3

Major Funds Nonmajor Fund

Total
Hospitality Special Governmental

General Tax Reavenug Funds
$ 805132 189,415 53,508 1,048,055
50,130 - - 50,130
48,510 - - 48,510
14,174 - 80,843 95,017
28,156 16,789 - 44,945
- - 2,064 2,064
6,072 - - 6,072
$ 952,174 206,204 136,415 1,294,793
$ 32,666 - 32,666
49,684 - - 49,684
2,064 - - 2,064
84,414 - - 84,414
50,346 - - 50,346
50,346 - - 50,346
134,760 - - 134,760
- - 55,572 55,572
- - 80,843 e
- 206,204 - 206,204
817,414 - - 817,414
817,414 206,204 136,415 1,160,033
$ 952,174 206,204 136,415 1,294,763

The accompanying notes fo the financial statements are an integral part of this exhibit.
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CITY OF INMAN
Reconciliation of Total Governmental Fund
Balances to Net Position of Governmental Activities
June 30, 2015

Total fund balances - Governmental funds
June 30, 2015

Amounts reported for governmental activities in the statement
of nel assels 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

Total capital assets

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

Property taxes

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
Net Pension Obligation
Deferred Qutflows Related to Pensions
Deferred Inflows Related to Pensions
Total long-term liabilities

Total net position - Governmental activities, June 30, 2015

The accompanying notes to the financial statements are an integral part of this exhibit.
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Exhibit 4

1,160,033

70,592
2,917,925
(2,142,616)

845,901

10,096

(12,852)
(393,487)
(2,989)
{939,110}
94,534
(92,775)

(1,346,679)

669,351




REVENUES:
Licenses
Taxes
Intergovernmental
Fees and Permils
Fines
Miscellaneous
Investment Income

Total Revenues

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

Excess (Deficiency) of Revenues
QOver (Under) Expenditures

OTHER FINANCING SOURCES: (Uses)
Transfers In
Transfers Qut
Total Other Financing
MET CHANGE IN FUND BALANCE
FUND BALANCES BEGINNING

FUND BALANCES ENDING

CITY OF INMAN
Statement of Revenues, Expendilures, and Changes
in Fund Balances - Governmental Funds

For the Year Ended June 30, 2015

Exhibit 5

Major Funds Nonmajor Funds
Total
Haospitality Special Governmental
General Tax Revenue Funds
$ 394,617 - - 394,617
360,203 - - 360,203
130,207 - 19,287 149,494
126,806 195,018 16,925 338,749
60,133 - - 60,133
24,224 - - 24,224
506 - - _506
1,096,696 195,018 36,212 1,327,826
169,384 - - 169,384
191,193 128,992 - 320,185
157,553 - - 157,553
490,091 - 20,600 510,691
82,632 111,354 4,754 198,740
49,478 - - 49478
12,841 - - 12,841
1,153,172 240,346 25,354 1.418,872
(56,476) (45,328) 10,858 {80,946)
49,338 - 8,539 57,877
{8,539) {49,338) - (57.877)
40,799 (49,338) 8,539 -
{15,677) {94,666) 19,397 (90,946)
833,091 300,870 117,018 1,250,879
$ 817,414 206,204 136,415 1,160,033

The accompanying notes to the financia! statements are an integral pari of this exhibit.
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Exhibit 6
CITY OF INMAN
Reconciliation of the Statement of Revenues, Expenditures and Changes
In Fund Balances of Governmental Funds lo the Statement of Activities
For the Year Ended June 30, 2015

Total change in fund balances - total governmental funds $ (90,946)

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

Capital outlays are reported as expendilures in governmental funds.
Howaver, in the statement of activities, the cost of capital assels is
allocated aver their astimated useful lives as depreciation expensse.
In the current period, these amounts are:

Capital outlay 207,340
Depreciation Expense (169,397)
Excess of capital outlay over depreciation and other expense 37,943

Because some ravenue will not be collected for several months after the
City's fiscal year ends, they are not considered "avallable” revenues
and are deferred in the govemmental funds. Deferred property tax
revenues increased by this amount this year. (4.773)

Govemmental Funds report pension contributions as expenditures. However,
they are reported as deferred outflows of rasources in the Statement of
Net Position. The change in the net pension liability, adjusted for deferred
pension items, is reported as pension expense in the Statement of

Aclivilies.
Current Year Pension Contributions 68,648
Pension Expense (73.250)
(4,702)
Repaymant of long-lerm debt is reported as an expenditura in governmental
funds. But the repayment reduces long-term liabilities in the statement
of net assets. In the current year, these amounis consisied of:
Debi Princlpal Refirement 6,107
Capital Lease Payments - Principal 43,371
49,478
In the statement of activities, interest is accrued on outstanding debt,
whereas in gavermnmental funds, interest is expensed when due. 328
Change in net position - Governmental activities, June 30, 2015 $ (12.672)

The accompanying notes to the financial stalements are an integral part of this exhibit.
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CITY OF INMAN
Statement of Net Position - Proprietary Fund
June 30, 2015

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

Capital Assals
Less Accumulated Depreciation

Other Assets
Note Raceivable

Total Assels

DEFERRED CUTFLOWS OF RESOURCES
Penslon Plan ltems

LIABILITIES
Current Liabilities:
Accounts Payable
Accrued Liabilities
Current Portion of Long-term Dabt

Total Current Liabilitias

lL.ong-term Debt
Net Pension Liability

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Pension Plan ltems

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

600,910
466,721
191,884
4,778
2,549
330,845

1,597,687

16,294,816
(7,528,649)

8,766,167

428,165

10,792,019

23,021

18,623
32,972
94,129

145,724

5,847,523
265,354

6,258,601

22,37t

2,824,515

330,845
1,378,708

4,534,068




Statement of Revenues, Expenses, and Changes in
Net Position - Proprietary Fund

OPERATING REVENUES
Charges for Services
Conneclion Fees

Total Operating Revenues

OPERATING EXPENSES
Personnel
Sewer Operation & Maintenance
Administrative and General
Depreciation

Total Operating Expenses
OPERATING INCOME (LOSS)

NON-OPERATING REVENUE (EXPENSE)
Interest Income
Interest Expense
Other Income

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

Total Net Position Beginning
Cumulative Effect of GASB 68

Total Net Position Ending

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

CITY OF INMAN

June 30, 2015
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Exhibit 8

Enterprise
Sewer Fund

1,469,120
19,950

1,489,070

378,695
347,027
129,089
477,543

1,332,364

156,706

25,976
(266,407)
5,878

{234,553)

(77,847)

4,873,524
(261,609)

4,534,068




CITY OF INMAN
Statement of Cash Flows - Proprietary Fund
June 30, 2015

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

CASH FLOWS FROM CAPITAL AND RELATED FINANCING
Principal Paid on Capital Debt
Interest Paid on Capital Debt

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Capital Assets
Interest Income Received
Purchase of 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 Aclivities:
Depreciation Expense
Changes in Assets and Liabllities:
(Increase) Decrease in Accounts Receivable
(Increase) Decrease in Prepaid Expense
Increase (Decrease) in Accounts Payable
Increase {Decrease} in Accrued Liabilities
Increase {Decrease) in Pension Liability

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

1,470,020
(473,007)
(375,600)

621,413

(90,005)
(266,407)

(356,412)

{321,814)
25,976
{2.538)
25,877

{272,499)

(7,498)

959,253

951,765

156,706

477,543

(19,051)

(1,260)
4,104
276
3,096

621,414




CITY OF INMAN
Notes to Financial Statements
June 30, 2015

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, streels,
sanitalion, parks, fire, police, judicial, community development and sewer services. lls operations are
financed by property and ad valorem 1axes, fees for licenses and permits, police and court fines, franchise
fees, state revenue sharing funds, sewer charges, grants and other miscellanecus revenue sources.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City of Inman conform to accounting principles (GAAF) 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, 1989 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,
conslitutes GAAP for governmental units.

In fiscal year 2004, the City implemented GASB Statement No. 34 — Basic Financial Statemenis and
Management's Discussion and Analysis for State and Local Governments. Slatement No. 34 requires
supplementary information in the form of Management's Discussion and Analysis. Statement No. 34 also
requires government-wide financlal 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 stalement of net assets and statement of activities. The statemnent 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 accounling 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 City has implemented GASB
Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources,
and Net Position in the financial statements for the fiscal year ended June 30, 2014. 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.

For the fiscal year ended June 30, 2015, City implemented GASB Statement No. 68, Accounling and
Reporting of Pensions mandating how pension costs and obligations are measured and reported in audited
external financial reports. Under this new standard, the GASB requires cost-sharing governments to report a
net pension liability, pension expense, and pension related deferred inflows and outflows of resources based
on their proportionate share of the collective amounts for all governmental agencies in the plan. Additional
details of the implementation of GASB Statement No. 68 are found in Nole 7.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2015

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

A. Scope of the Reporting Entity, Continued

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 unitin the City's reporting
entity was based on the following criteria:

The City's financial accountability for the potential component unit was considered. The Cityis 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 unil. The polential compenent 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 crileria, 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.
Control in this case means budgetary authority over the organization.

B. 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
accounis that comprise its assels, 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 govermments-wide (reporting the Cily 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 gaovernment-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 aclivities. The city's sewer services are classified as business-type activities.

» Govamment-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
posilion is reporied in three parls: invested in capital assets, net of related debt; restricled 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 aclivities.
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2015

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

A. Measurement Focus, Basis of Accounting, and Basis of Presentation, Continued
Government-Wide Financial Statemenls, 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.

o Governmental Fund Financlal 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 statemenis. 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 modified 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 Posilion, 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 activilies of the sewer department of the City. This fund account
for operations in a manner similar to private business enterprises, where the intent is that costs of
providing services to the public are recovered through user charges.

Operating 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 definilion 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 generaling purposes.
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CITY OF INMAN
Nates To Financial Staternents, Continued
June 30, 2015

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

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

The Sewsr 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 reporied 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 needad.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management lo make estimates and assumplions 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. OCbligations 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 Morlgage Assoclation, 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.



CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2015

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 Stale of South Carolina or its palitical 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. Cerlificates of Deposit where the certificales 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 cerificates of deposit so secured, including interest, provided,
however, such collaleral shall not be required to 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 invesiment 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 actling
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 (j) is limited o 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 one dollar a share to that end, value its assels 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, 2015, were $2,544,033. Of this
amount $2,000,961 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 $543,072 was
uncollateralized.
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CITY OF INMAN
MNotes To Financial Statements, Continued
June 30, 2015

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 Caralina.

Credit Risk

Credit risk is the risk that an insurer or other counterparty to an investment 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 securilies will not agree to pay
face value for those securities if interest rales 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 1o 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 a policy for credit risk,
custodial credit risk, or concentration of credit risk for these types of invesiments.

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

Governmental  Business-Type

Activities Activities Total
Statement of Net Position
Cash and Cash Equivalents $ 1,048,055 § 600,910 % 1,648,965
Restricted Cash - 330,845 330,845
Investments 50,130 466,721 516,851
Total Statement of Net Assels $ 1,008,185 $ 1,398,476 $ 2,496,661

Disclosure, Daposits and Investments:
Carrying Value of Deposits:

Held by Banks $ 1047855 % 931,755 § 1,979,610
Carrying Value of Investments:

Certificates of Deposit 50,130 456,055 506,185

Stocks - 10,666 10,666
Cash on Hand 200 - 200

Total Disclosure, Deposits and Investments $ 1,008,185 $ 1,398476 § 2,496,661
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2015

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 assels (net of related debt), restricted, and unrestricted.

Net Investment in Capital Assets groups all capital assets, including infrastruclure, into one
component of net position. Accumulated depreciation and the outstanding balances of debt that are
attributable to the acquisition, construction, orimprovement 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 partly external to a government -
such as citizens, public interest groups, or the judiciary — can compel a government to honor. At June
30, 2015, restricted net position for the governmental activities was $340,555 as reporied 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, 2015, 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, constilutionally 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. Intent is expressed by (1) the City's Council or (b) a body
{for example: a budget or finance commitlee) 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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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, 2015, were distributed as
follows:

General Hospitality Nonmajor
Fund Tax Funds Total

Restricted For:
Public Safety - - 55,572 55,572
Streets - - 80,843 80,843
Parks & Tourism - 206,204 - 206,204
Subtotal - 206,204 136,415 342,619
Unassigned 817,414 - - 817,414
TOTAL $ 817.414 206,204 136,415 § 1,160,033

A. Property Taxes

Property taxes on real praperty and personal property, other than licensed motor vehicles, were billed in
October 2014 based on property valuations as of December 31, 2013. The taxes were due on or before
January 15, 2015. 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 afler 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 laxes 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, 2015, represent property taxes collected within 60 days after year-end. Tax
revenues not avallable are reported as deferred inflows of resources
B. Allowance for Uncollectible Accounts
Allowance for uncollectible sewer accounts receivable in the Enterprise Fund at June 30, 2015, is $8,025.
C. Deferred Qutflows/Inflows of Resources
In addition to assets, the statement of net position (government-wide and proprietary funds) and the
balance sheet (governmental funds) will sometimes report a separate section for deferred outflows of
resources. This separate financial statement element, deferred outflows of resources, represents a

consumption of net position that applies to a future period(s) and so will not be recognized as an outflow
or resources (expense/expenditures) until then. The City currently has no deferred outflows of resources.
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NOTE 2 — SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES, Continued

Defarred Inflows/Qutflows of Resources, continued

In addition to liabilities, the statement of net position (government-wide) and the balance shest
{governmental funds) will sometimes report a separate section for deferred inflows of resources. This
separate financial statement element, deferred inflows of resources, represents an acquisition of net
position that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue)
until that time, The City currently has one type of deferred inflows of resources, which arises only under
the modified accrual basis of accounting. This item, unavailable revenue- property taxes, is reported only
in the governmental funds balance sheet; it Is deferred and recognized as an inflow of resources
(revenues) in the perlod the amount become available.

D. 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 = $23,336 and Sewer Fund = $17,242) and is not included in long-
term debt.

E. 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.

F. 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.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
Budgetary Information, continued

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. Atany 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 a supplemental appropriation of $32,100 for the fiscal year ended June 30, 2015. The City did exceeded ils
legal appropriation by $7,138 for the general fund for the fiscal year ended June 30, 2015.

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 3 48,510 - 48,510
Cther 28,156 16,789 44,945
Gross Receivables 76,666 16,789 93,455
Less Allowance 40,250 - 40,250
Net Receivables 3 36,416 16,789 53,205
Intergovernmental:
Intergovernmental receivables consist of the following:
State of South Carolina $ 12,963
S.C. State housing Autharity 1,204
Spartanburg County 80,843
Other 7
Total Intergovernmental Receivables 3 85,017
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NOTE 4 — RESTRICTED CASH

Sewer Fund restricted assets consist of cash deposils 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, 2015 A B B {See Note B.2) Total
Total Restricted Cash $-0- $-0- $330,845 330,845

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 improvements 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 minimum capitalization threshold of $1,000 for ali capital assets.
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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 Position and are presented in the schedule on the next page.

Primary government capital asset activity for the year ended June 30, 2015 is as follows:

Beginning Ending
Governmantal Activities Balance Additions Retirements Balance
Capital Assets Not Being Depreciated:
Land $ 54,241 16,351 - 70,592
Total Capital Assels at
Historical Cost Not Being Depreciated 54,241 16,351 - 70,592
Capital Assets Being Depreciated:
Buildings 257,948 32,871 - 290,819
Improvements / Infrastructure 890,738 29,462 - 920,200
Machinery, Equipment & Fumiture 239,374 66,412 - 305,786
Fire Trucks 1,147,785 - - 1,147,785
Vehicles 232,152 62,243 41,062 253,333
Total Capital Assets at
Historical Cost Being Depreciated 2,767,997 190,988 41,062 2,917,923
Less Accumulated Depreciation 2,007,794 169,397 34,577 2,142,614
Total Capital Assets Being Depreciated, Net 760,203 21,591 6,485 775,309
Governmant-Type Activities Capital
Assels, Net $ 814,444 37,942 6,485 845,901

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

Administration

Streets, Sanitation & Park
Fire

Police & Judicial

Total

$ 15,583
56,330
82,268
15,215
$ 169,397

Amortization of asset, recorded under capital lease obligation, has been included with depreciation expense.
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NOTE 5 — CAPITAL ASSETS, Continued

B. Enterprise Fund

Enterprise fund capital assets are reported under the column Business-Type Activilies in the Government-
Wide Statement of Net Position. They are also reparted in the Proprietary Fund Statement of Nel
Position.

Primary government capital asset activity for the year ended June 30, 2015 is as follows:

Beginning Ending
Business-Type Activities Balance Additions Reliremenls Balance
Capilal Assets Not Being Depreciated:
Land 3 69,181 - - 69,181
Construction in Progress - 87.984 - 87,984
69,181 87,984 - 157,165
Capital Assets Being Depreciated:
Sewer Plant 11,536,422 - - 11,536,422
Sewer Lines & Infrastructure 3,782,225 89,656 - 3,871,881
Vehicles 230,369 129,409 - 359,778
Machinery and Equipment 354,805 14,765 - 369,570
Total Capital Assets Being Depreciated 15,903,821 233,830 - 16,137,651
Less Accumulated Depreciation 7,051,106 477,543 - 7.528,649
Total Capital Assets Being Depreciated, Net 8,852,715 {243,713) - 8,609,002
Business-Type Activities Capital
Assets, Net $ 892189 (155,729) - 8,766,167

The depreciation expense of $477,543 is reported in the Proprietary Fund Statement of Revenues,
Expenses, and Changes in Fund Net Position.

NOTE 6 — LONG-TERM DEBT

A. Generat 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, 2015 accumulated amortization related to this truck was $479,522 with a
net book value of $181,888. The future minimum lease payments under the capital lease are as
follows: $393,487 principal and $50,989 interast.
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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 nole was dated July 5, 2012, with § annual payments of
$6,759.70. The vehicles are collateral for the debt. The automobiles are capitalized at a cost of

$37,108.50.

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

Capital Leases Note Payable Total Debt Service
Year Ended June 30 Principal Interest Principal Interest Principal Interest
2016 ' $ 44,581 10,978 6,317 442 50,898 11,420
2017 45,825 9,734 6,535 225 52,360 9,959
2018 47,103 8,456 - - 47,103 8,456
2019 48,417 7,142 - - 48,417 7.142
2020 49,768 5,791 - - 49,768 5,791
2021-2023 157,792 8,886 - - 157,792 8,886
$ 393,487 50,987 12,852 667 406,339 51,654

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 impravement, 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 $ 6,964 1,436
Interest Rate 4.75% 4.75%
Maturity Date 8/28/2039 8/28/2039

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 $1,5687,700.
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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 imprevements, 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 $ 2,868,000 998,000 971,000
Monthly Payment 3 12,677 4,332 4,292
Interest Rate 4.375% 4.250% 4.375%
Maturity Date 12/22/2048 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

2016 $ 94,129 262,283
2017 98,445 257,967
2018 102,955 253,457
2019 107,673 248,739
2020 112,611 243,801
2021-2025 645,400 1,136,660
2026-2030 807,617 974,443
2031-2035 1,010,705 771,355
2036-2039 1,168,211 520,013
2040-2045 989,883 288,177
2046-2050 804,023 62,169
$ 5,941,652 5,019,064

The debt agreements with USDA, Rural Development provide for the City lo 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, 2015 the City had set aside funds
as follows:

Annual Reserve

Payment Balance
Revenue Bonds Series 1999 $ 100,800 $ 100,800
Revenue Bonds Series 2008 255,612 230,045
Total In Bank Account 5 330,845
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C. Changes in Long-Term Debt

1. General Fund

Balance Balance Due Within
June 30, 2014 Additions Retirements June 30, 2015 One Year
Capital Leases $ 436,858 - 43,371 393,487 44,581
Note Payable 18,959 - 6,107 12,852 6,317
Total $ 455,817 - 49,478 406,339 50,898
2. Enterprise Fund
Balance Balance Due Within

June 30, 2014 Additions Ratirements  June 30, 2015 One Year

USDA Rural Development
Sewar System Revenue Bonds

Series 1999 $ 1,475,203 - 31,405 1,443,798 32,93
Series 2008 4,556,454 - 58,600 4,497,854 61,198
Total $ 6,031,657 S 90,005 5,941,652 94,129

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.
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NOTE 7 ~ PENSION AND RETIREMENT PLANS

The Cily's employees participate in a pension benefit retirement plan as follows:
A.  Plan Description

Employees hired afler January 1, 1982 participate in the South Carolina retirement System (SCRS),
one of four defined benefit retirement systems maintained by the Retirement Division of the State
Budget and Control Board of South Carolina. Each system publishes its own component unit
financial report.

The South Carolina Public Employee Benefit Authority (PEBA), which was created July 1, 2012, administers
the various retirement systems and retirement programs managed by its Retirement Division. PEBA has an
11-member Board of Direclors, appointed by the Governor and General Assembly leadership, which serves as
co-trustee and co-fiduciary of the systems and the trust funds. By law, the Budget and Contro! Board, which
consists of five elected officials, also reviews certain PEBA Board decisions regarding the funding of the
Systems and serves as a co-trustee of the Systems in conducting that review. PEBA issues a Comprehensive
Annual Financial Report (CAFR) containing financial statements and required supplementary information for
the South Carolina Retirement Systems’ Pension Trust Funds. The CAFR is publicly available on the
Retirement Benefits’ link on PEBA's website at www.peba.sc.gov, or a copy may be obtained by submitting a
request to PEBA, PO Box 11960, Columbia, SC 29211-1960. PEBA is considered a division of the primary
government of the state of South Carolina and therefare, retirement trust fund financial information is also
Included in the comprehensive annual financial report of the state,

Plan Descriptions
The South Carolina Retirement System (SCRS), a cost-sharing multiple-employer defined benefit pension

plan, was established effective July 1, 1945, pursuant to the provisions of Section 9-1-20 of the South Carolina
Code of Laws for the purpose of providing retiremeint allowances and other benefits for public school districts
and employees of the State and political subdivisions thereof. Generally, all employees of covered employers
are required to participate in and contribute to the system as a condition of employment. This plan covers
general employees and teachers and individuals newly elected to the South Carolina General Assembly
beginning with the November 2012 general election. A member of the syslem with an effective date of
membership prior to July 1, 2012, is a Class Il member. A member of the system with an effective date of
membership on or after July 1, 2012, is a Class Ill member.

A Class |l member who has separated from service with at least five years of earned service is eligible for a
monthly pension at age 65 or with 28 years credited service regardless of age. A member may elect early
retirement with reduced pension benefits payable at age 55 with 25 years of service credit. A Class il member
who has separated from service with at least eight years of earned service is eligible for a monthly pension
subject to the Rule of 90 requirement that the total of the member's age and the member's creditable service
equals at least 90 years. Both Class [l and Class Il members are eligible to receive a reduced deferred
annuity at age 60 if they satisfy the five- or eight-year earned service requirement, respectively. Incidental
death benefits are also available to beneficiaries of active and retired members of employers who participate
in the death benefit program.
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Beginning July 1, 2012, and annually thereafter, the annual retirement allowance received by retirees or their
surviving annuitants must be increased by the lesser of one percent or five hundred dollars. Only those
annuitants in receipt of a benefit on July 1 of the preceding year are eligible to receive the increase. Members
who retire under the early retirement provisions at age 55 with 25 years of service are not eligible for the
benefit adjustment until the second July 1 after reaching age 60 or the second July 1 after the date they would
have had 28 years of service credit had they not retired.

Class li Members {members hired prior to July 1, 2012)

Average Final Compensation (AFC) is based on the highest 12 consecutive quarters of earnable
compensation. The determination of a member's AFC includes up to 45 days of unused annual leave
paid at termination. Monthly benefits are based on one-twalfth of the retirement benefit. The
retirement benefit amount is equal to the 1.82% of the member's AFC times the member's credited
service (years). Credited service may include up to 90 days of unused sick leave.,

Members are eligible to commence their retirement benefit after they have (i) 28 years of credited
service or (ii) attained age 65 with 5 years of earned service. At each July 1 after their first full year of
relirement, annuitants will receive an automatic cost of living adjustment equal to the lesser of 1.00%
of their retirement benefit or $500 per annum.

Class lif Members (members hired after June 30, 2012)

Average Final Compensation (AFC) is based on the highest twenty (20) consecutive quarters of
earnable compensation. The determination of a member's AFC will not include unused annual leave
paid at termination. Monthly benefits are based on one-twelfth of the retirement benefil. The
retirement benefit is equal to 1.82% of the member's AFC times the member's credited service
(years). Credited service will not include unused sick leave.

Members are eligible to commence a retirement benefit after they have (i) attained age 60 with eight
years of earned service or (ji) the combination of the member’s age and years of credited service
equals or exceeds 90 {i.e. the rule of 90}. At each July 1 after their first

full year of retirement, annuitants will receive an automatic cost of living adjustment equal to the
lesser of 1.00% of their retirement benefit or $500 per annum.

Effective July 1, 2014, employees participating in the SCRS were required to contribute 8.00% of all earnable
compensation. The employer contribution rate for SCRS was 15.90%. Included in the total SCRS employer
contribution rate is a base retirement contribution of 10.75%, .15% for the incidental death benefit program
and a 5.00% surcharge that will fund retiree health and dental insurance coverage.
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City of Inman’s actual retirement and incidental death benefit program contributions to the SCRS for the years
ended June 30, 2015 and 2014 were:

SCRS 2015 2014
Covered Payrolt $ 418,648 406,178
Employee Contributions 33,407 30,389
(8% 2015; 7.5% 2014)
Employer Contributions 45,005 42,446
{10.75% 2015; 10.45% 2014)
Incidental Death 628 609
{0.15% for 2015 and 2014)
Surcharge - -
{5.0% 2015; 4.92% 2014)
Total Remittance $ 79,040 73,444

The South Carolina Police Officars Retirement System (PORS), a cost—sharing multiple-employer defined
benefit pension plan, was established effective July 1, 1962, pursuant to the provisions of Section 8-11-20 of
the South Carolina Code of Laws for the purpose of providing retirement allowances and other benefits for
police officers and firemen of the State and its political subdivisions. To be eligible for PORS membership, an
employee must be required by the terms of his employment, by election or appointment, to preserve public
order, protect life and property, and detect crimes in the state; to prevent and control property destruction by
fire; be a coroner in a full-time permanent position; or be a peace officer employed by the Department of
Corrections, the Department of Juvenile Justice, or the Department of Mental Health. Probate judges and
coroners may elect membership in PORS. Magistrates are required to participate in PORS for service as a
magistrate. PORS members, other than magistrates and probate judges, must also eamn at least $2,000 per
year and devote at least 1,600 hours per year to this work, unless exempted by statute. A member of the
system with an efiective date of membership prior to July 1, 2012, is a Class || member. A member of the
system wilh an effective date of membership on or after July 1, 2012, is a Class lll member. A Class Il
member who has separated from service with at least five years of earned service is eligible for a monthly
pension at age 55 or with 25 years of service regardless of age. A Class |l member who has separated from
service with at least eight years of earned service is eligible for a monthly pension at age 55 or with 27 years of
service regardless of age. Both Class Il and Class Ill members are eligible to receive a deferred annuity at age
55 with five or eight years earned service, respectively. Incidental death benefits are also available 1o
beneficiaries of active and retired members of employers who participate in the death benefit program. An
additional accidental death benefit is also provided upon the death of an active member working for a covered
employer whose death was a natural and proximate result of an injury incurred while in the performance of
duty.

Class Il Members (members hired prior to July 1, 2012)

Average Final Compensation {AFC) is based on the highest twelve (12) consecutive quarters of
earnable compensation. The determination of a member's AFC includes up to 45 days of unused
annual leave paid at termination. Monthly benefils are based on one-twelfih of the retirement benefit.
The retirement benefit is equal to 2.14% of the member's AFC times the member’'s crediled service
(years). Credited service may include up to 80 days of unused sick leave.

Mernbers are eligible to commence their retirement benefit after they have (i) 25 years of credited
service or (ii) atlained age 55 with 5 years of earned service. At each July 1 after their first full year of
retirement, annuitants will receive an automatic post-retirement benefit adjustment equal to the lesser
of 1.00% of their retirement benefit or $500 per annum.
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Class lll Members (members hired after June 30, 2012)

Average Final Compensation (AFC) is based on the highest twenty (20) consecutive quarters of
eamable compensation. The determination of a member's AFC will not include unused annual leave
paid at termination, Monthly benefits are based on one-twelfth of the retirement benefit. The
retirement benefit is equal to 2.14% of the member's AFC times the member's credited service
{years). Credited service will not include unused sick leave. Members are eligible to commence their
retirement benefit after they have (i) 27 years of credited service or (i) attained age 55 with 8 years of
earned service. At each July 1 after their first full year of retirement, annuitants will receive an
automatic post-retirement benefit adjustment equal to the lesser of 1.00% of their retirement benefit
or $500 per annum.

Effective July 1, 2014, employees participating in the PORS were required to contribute 8.74% of all earnable
compensation. The employer contribution rate for PORS was 19.07%. Included in the total PORS employer
contribution rate is a base retirement contribution of 13.01%, .20% for the incidental death benefit program,
.20% for the accidental death program, and a 5.00% surcharge that will fund retiree health and dental
insurance coverage.

The City of Inman’s actual retirement, incidental death benefit program and accidental death program
contributions to the PORS for the years ended June 30, 2015 and 2014 were:

PORS 2015 2014
Covered Payroll $ 300,882 276,918
Employee Contributions 25,235 21,623
{8.41% 2015; 7.84% 2014)
Employer Contributions 39,145 34,449
{13.01% 2015; 12.44% 2014)
Incidental Death 602 554

(0.20% for 2015 and 2014)

Accidental Death S s
(0.20% for 2015 and 2014)

Surcharge 5 -
(5.0% 2015; 4.92% 2014)

Total Remittance % 64,982 56,626

Funding Policies
Article X, Section 16, of the South Carolina Conslitution requires that all State-operated retirement systems be

fundad on a sound actuarial basis. Title 9 of the South Carolina Code of Laws of 1976, as amended,
prescribes requirements relating to membership, benefit, and employse/employer contributions for each
retirement system. Employee and employer contribution rates to SCRS and PORS are actuarially determined.

While the surcharge to fund retiree health and dental insurance benefits is collected by the Retirement
Benefits Division of PEBA, it is remitted to the Insurance Benefits Division of PEBA, which is responsible for
administration of retiree health and dental insurance benefits and establishment of the applicable retiree
insurance surcharge rate.
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For the current fiscal year, the SCRS and PORS do not make separate measurements of assets and pension
benefit obligations for individual employers within the cost-sharing plan. Under Title 9 of the South Carolina
Code of Laws, City of Inman’s liability under the plans is limited to the amount of required employer
contributions (stated as a percentage of covered payroll) as established by the South Carolina Public
Employee Benefit Authority and as appropriated in the South Carolina Appropriation Act and from other
applicable revenue sources. Accordingly, City of Inman recognizes no contingent liability for unfunded costs
associated with participation in the plans.

GASB Statement No. 68: Accounting and Financial Reporting for Pensions

The primary objective of this Statement is to improve accounting and financial reporting by state and local
government, including institutions of higher education, for pensions. It also improves information provided by
state and local governmental employers about financial support for pensions that is provided by other entities.
This new Statement is the result of a comprehensive review of the effectiveness of existing standards of
accounting and financial reporting for pensions with regard to providing decision-useful information, supporting
assessments of accountability and inter-period equity and creating additional transparency.

Actuarial Assumptions and Methods. Actuarial valuations involve estimates of the reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include assumptions
about future employment, mortality, and future salary increases.

Amounts determined during the valuation process are subject to continual revision as actual results are
compared with past expactations and new estimates are made about the future. South Carolina state statute
requires that an actuarial experience study be completed at least once in each five-year period. The last
experience study was performed on data through June 30, 2010, and the next experience study is scheduled
to be conducted after the June 30, 2015 annual valuation is complete.

The following table provides a summary of the actuarial assumptions and methods used in the July 1, 2013,
valuations for SCRS and PORS.

SCRS PORS
Actuarial Cost Method Entry Age Entry Age
Actuarial Assumptions:
Investment Rate of Return 7.5% 7.5%
Projected Salary Increases Levels off at 3.5% Levels off at 4.0%
Includes Inflation At 2.75% 2.75%
Benefit Adjustments Lesser of 1% or $500 Lesser of 1% or $500

The post-retiree mortality assumption is dependent upon the member's job category and gender. This
assumption includes base rates which are automatically adjusted for future improvement in mortality using
published Scale AA projected from the year 2000,
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CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2015

NOTE 7 — PENSION AND RETIREMENT PLANS, Continued

Former Job Class Males Females
Educators and Judges RP-2000 Males (with White Collar RP-2000 Females {with White Collar
adjustment) multiplied by 110% adjustrment} multiplied by 95%
General Employees and RP-2000 Males muitiplied by 100% RP-2000 Females multiplied by 90%
Members of the General
Assembly
Public Safety, Firefighters RP-2000 Males {with Blue Collar RP-2000 Females {with Blue Collar
and Members of the South adjustment) multiplied by 115% adjustment) multiplied by 115%

Carolina Nationat Guard

The long-term expected rate of return on pension plan investments for actuarial purposes is based upon the
30 year capital market outlook at the end of the third quarter 2012. The actuarial long-term expected rates of
return represent best estimates of arithmetic real rates of return for each major asset class and were
developed in coordination with the investment consultant for the Retirement System Investment Commission
{RSIC) using a building block approach, reflecting observable inflation and interest rate information available in
the fixed income markets as well as Consensus Economic forecasts. The actuarial long-term assumptions for
other asset classes are based on historical results, current market characteristics and professional judgment.

The RSIC has exclusive authority to invest and manage the retirement trust funds’ assets. As co-fiduciary of
the Systems, statutory provisions and governance policies allow the RSIC to operate in a manner consistent
with a long-term investment time herizon. The expected real rates of investment return, along with the
expected inflation rate, form the basis for the target asset allocalion adopted annually by the RSIC. For
actuarial purposes, the long-term expected rate of return is calculated by welighting the expected future real
rates of return by the target allocation percentage and then adding the actuarial expected inflation which is
summarized in the table on the following page. For actuarial purposes, the 7.50 percent assumed annual
investment rate of return used in the calculation of the total pension liability includes a 4.75 percent real rate of
return and a 2.75 percent inflation component.
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NOTE 7 ~ PENSION AND RETIREMENT PLANS, Continued

Expected Long-Term
Target Asset Arithmetic Real Expecled Portfolio
Asset Class Allocation Rate of Return Real Rate of Return

Short Term 5.0%

Cash 2.0% 0.3 0.01

Short Duration 3.0% 0.6 0.02
Domestic Fixed Income 13.0%

Core Fixed Income 7.0% 1.1 0.08

High Yield 2.0% 3.5 0.07

Bank Loans 4.0% 2.8 0.11
Global Fixed Income 9.0%

Global Fixed Income 3.0% 0.8 0.02

Emerging Markets Debt 6.0% 4.1 0.25
Global Public Equity 31.0% 7.8 2.42
Global Tactical Asset Allocation 10.0% 5.1 0.51
Alternatives 32.0%

Hedge Funds (Low Beta) 8.0% 4.0 0.32

Private Debt 7.0% 10.2 0.71

Private Equity 9.0% 10.2 0.92

Real Estate (Broad Market) 5.0% 59 0.29

Commodities 3.0% 5.1 0.15
Total Expected Real Return 100.0% 5.88

Inflation for Actuarial Purposes 275
Total Expected Nominal Return 8.63

Discount rate. The discount rate used to measure the total pension liability was 7.50 percent. The projection
of cash flows used to determine the discount rate assumed that contributions from participating employers in
SCRS and PORS will be made based on the actuarially determined rates based on provisions in the South
Carolina State Code of Laws. Based on those assumptions, each System's fiduciary net position was
projecled to be available to make all projected future benefit payments of current plan membaers. Therefore,
the long-term expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liability.

Net Pension Liability. The most recent annual actuarial valuation reports adopted by the PEBA Board and
Budget and Control Board are as of July 1, 2013. The net pension liability of each defined benefit pension
plan was therefore determined based on the July 1, 2013 actuarial valuations, using membership data as of
July 1, 2013, projecied forward to the end of the fiscal year, and financial information of the pension trust funds
as of June 30, 2014, using generally accepted actuarial procedures. Information included in the following
schedules is based on the certification provided by PEBA's consulting actuary, Gabriel, Roeder, Smith and
Company,
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June 30, 2015

NOTE 7 — PENSION AND RETIREMENT PLANS, Continued

At June 30, 2015, the City of Inman reported a liabitity of $1,204,464 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2014, and the total pension liability
used to calculale the net pension liability was determined by an actuarial valuation as of that date. The City of
Inman'’s proportion of the net pension liability was based on a projection of the City of Inman'’s long-term share
of contributions to the pension plan relative to the projected contributions of all pariicipating state entities,
actuarially determined. At June 30, 2014, the City of Inman's proportion was 0.004474% and 0.02267% for
SCRS and PORS.

The net pension liability (NPL) is calculated separately for each system and represents that particular system’s
total pension liability determined in accordance with GASB No. 67 less that system's fiduciary net position, As
of June 30, 2014, NPL amounts for SCRS and PORS are as follows:

City of Inman's City of Inman's
Total Plan State Net Proportionate Share Portion of
Pension Fiduciary Net Pension of Net Pension Net Pension
Systermn Liability Position Liability {Asset) Liability (Asset) Liability (Asset)
SCRS $ 42,955,205,796 25,738,521,026  17,216,684,770 0.004474% 770,559
PORS 5,899,529,434 3,985,101,996 1,914,427,438 0.02267% 433,905

Sensitivity Analysis of the City of Inman’'s proportionate share of the net pension liabllity to changes
in the discount rate. The following presents the City of Inman’s proportionate share of the net pension
liability calculated using the discount rate of 7.50 percent, as well as the City of Inman's proportionate share of
the net pension liability would be if it were calculated using a discount rate that is 1-percentage-point lower
(6.50 percent} or 1-percentage-point higher (8.50 percent) than the current year:

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

1.00% Decrease Current Discount Rate 1.00% Increase
System (6.50%) {7.50) (8.50%)
SCRS $ 986,783 770,259 581,302
PORS 606,371 433,905 291,204

Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions. Forthe year ended June 30, 2015 the City of Inman recognized its proportionate share of pension
expense of $84,150 associated with the net pension liability. At June 30, 2015 the City of Inman reported
deferred outflows of resources and deferred inflows of resources related to pensions from the following
SOUrces:

Deferred Outflows Deferred Inflows
SCRS of Resources of Resources
Liability Experience $ 21,826 -
Assumption Changes - -
Investment Experience - 64,940
Change in Allocated Proportion - S
Contributions After the Measurement Date 45,005 -
Total $ 66,831 64,940




CITY OF INMAN
Notes To Financial Statements, Continued
June 30, 2015

NOTE 7 — PENSION AND RETIREMENT PLANS, Continued

Deferred Outflows Deferred Inflows
PORS of Resources of Resources
Liabllity Experience 3 11,579 -
Assumption Changes 5 -
Investment Experience - 50,206
Change in Allocated Proportion - -
Contributions After the Measurement Date 39,145 -
Total $ 50,724 50,206

Contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ended June 30, 2016. The following schedule reflects the amortization of the net balance of
remaining deferred outflows / (inflows) of resources at June 30, 2014. Average remaining services lives of all
employees provided with pensions through the pension plans at June 30, 2014 was 4.233 years for SCRS and
4,856 years for PORS.

Recognition of Existing Deferred Qutflows (Inflows) of Resources for Fulure Plan Years

Year Ended June 30 SCRS PORS

2015 $ 9,484 9,549

2016 9,484 9,549

2017 9,484 9,549

2018 14,662 9,081

Thereafter - -

Net Balance of Deferred Outflows/{Infows) 3 43,114 38,628

of Resources

H
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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 $158,177 of court
fines is reported as revenue in the General Fund. The City maintained a Victim Services Account for the fiscal
year. The $35,763 of funds available for carmry-forward Is reported as a cash asset of the Special Revenue
Fund,

NOTE 9 — DEFERRED COMPENSATION PLAN

The City offers ils 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
untess 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 coniract)
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 Reporiing for IRC Section 457 Deferred compensation Plans, the value of the assets
under the Plan are not included in the Cily's financial statements.

NOTE 10 — CONTINGENCIES

Due to the nature of the City's normal aclivities, 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 uncertainlies are resolved 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 prabability 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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NOTE 11 — COMMITMENTS

The City has entered into an agreement with the Town of Chesnee to provide specified services necessaryto
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 tolal amount received under this agreement for the fiscal
year ended June 30, 2015 was $42,441 including reimbursement for the costs for maintenance and repairs
and is included in operaling revenues in lhe 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, 2015 is shown below:

Balance Balance
June 30, 2014 Additions Retirements June 30, 2015

Loan Receivable - Spartanburg
County School District One $ 437,473 - 4,530 432,943
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NOTE 12 — LOAN RECEIVABLE, Continued

Year Ended
June 30 Principal Interest Total
2016 $ 4,778 23,002 27,780
2017 5,039 22,741 27,780
2018 5,316 22,464 27,780
2019 5,604 22,174 27,778
2020 5913 21,867 27,780
2021-2025 34,777 104,113 138,890
2026-2030 45,406 93,494 138,900
2031-2035 59,266 79,634 138,900
2036-2040 77,357 61,543 138,900
2041-2045 100,970 37,931 138,901
2046-2050 88,507 8,724 97,231

432,933 497,687 930,620

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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CITY OF INMAN

Schedule of General Fund - Revenues, Expeanditures and

Changes in Fund Balances - Budget and Actual

For the Ysar Ended Juna 30, 2015

REVENUES:
Licenses, Permits, Fees
Taxes
Intergovernmental
Police Finas
Garbage Service
Miscellaneous

Total Revenues

EXPENDITURES:

Administration:
Salaries, Benefils
Utilities
Capital Qutlay
Other
Reserve

Streets, Sanitation & Park:
Salaries, Benefits
Sanitation Contract
Streets Lights
Capital Qutlay
Other

Fire:
Salaries, Benefits
Debt Service
Utilities
Capital Outlay
Other

Police & Judicial:
Salaries, Benefits
Debt Service
Capital Outlay
Other

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES:
Transfers In
Transfers Qut
Total Other Financing Sources (Useas)

NET CHANGE iN FUND BALANCE
FUND BALANCES BEGINNING

FUND BALANCES ENDING

Schedule 1
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817.414

Variance
Budgetl Favorable
QOriginal Final Actual (Unfavorable)
482,000 482,000 516,035 33,035
365,000 365,000 360,203 (4,797}
130,485 130,485 130,207 {278)
75,000 75,000 60,133 (14,867)
6,000 6,000 6,388 388
4,100 36,200 24,730 (11,470)
1,062,585 1,094,685 1,096,696 2,011
67,139 67,139 68,135 (996)
16,000 16,000 17,306 (1,306)
56,725 76,825 83,943 {7.118)
43,234 43,234 43,453 (219)
84,100 84,100 85,759 (1,659)
42,000 42,000 51,593 (9,593)
- 8,000 34,215 {(26,215)
35,243 35,243 10,388 24,855
91,153 91,153 105,202 (14,049}
55,560 55,560 55,560 -
9,000 9,000 9,515 {515)
- 4,000 3,000 1,000
38,500 38,500 42,836 {4,336)
463,056 463,056 419,749 43,307
6,800 6.800 6,759 41
- - 45,417 (45,417)
103,413 103,413 70,342 33,07
1,111,923 1,144,023 1,153,172 {9.149)
{49,338) {49,338) {56,476) {(7,138)
49,338 49,338 49,338 -
(8,539) {8.539)
49,338 49,338 40,799 (8,539)
- - (15,677) (15,677)
833,091



Schedule 2

CITY OF INMAN
GASB 68 Required Supplementary Information
Far The Year Ended June 30, 2015

Schedule of the City's
Proportionate Share of the Net Pension Liability (SCRS)

2015
City's proportion of the net pensian liability (asset) 0.004474%
State's proportionate share of the nat pension liability {asset) associated with  the
City $ 17,216,684,770
City's proportionate share of the nel pension liability (asset) 3 770,559
City's covered-employee payroll $ 418,648
City's proportionate share of the net pension liability (asset) as a parcentage of its
covered-employee payroll 1.84%
Plan fiduciary net position as a percentage of the total pension liability 59.9%
*This schedule will continue to build prospectively until a 10 year trend of data is compiled.
Schedule of the City's
Proportionate Share of the Net Pension Liability (PORS)

2015 .
City's proportion of the net pension liability (asset) 0.02267%
State's proportionate share of the net pension liability (asset) associated with
the City $ 1,914,427,438
City's proportionate share of the nel pension liability (asset} 3 433,905
City's covered-employee payroll 3 300,882
City's proportionate share of the nel pension liability (asset) as a percentage of its
coveread-employee payroll 1.44%
Plan fiduciary net position as a percentage of the total pension liability 67.5%
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CITY OF INMAN
GASB 68 Required Supplementary Information
For The Year Ended June 30, 2015

Schedule of City's Contributions {(SCRS)

2015
Contractually required contribution $ 45,005
Contributions in relation to the contractually required contribution 45,005
Contribution deficiency (excess) $ -
City's covered-employee payroll $ 418,648
Contributions as a percentage of covered-employee payroll 10.75%
*This schedule will continue to build prospectively until a 10 year trend of data is compiled.

Schedule of City's Contributions {PORS)

2015
Contractually required contribution $ 39,145
Contributions in relation fo the contractually required contribution 39,145
Contribution deficiency {(excess) 5 -
City's covered-employee payroll 3 300,882
Contributions as a percenlage of covered-employee payroll 13.01%

*This schedule will continue to build prospectively until a 10 year trend of data is compiled.

47



SUPPLEMENTARY INFORMATION




Schedule 4
CITY OF INMAN
Municipal Court
Summary Schedule of Court Fines and Fees, Assessments and Surcharges
June 30, 2015

Tolal Fines, Assessments, Surcharges Collected $ 158,177
Amounts Remitted to State Treasurer:
Assessments (59,342)
Surcharges (29,298)
Allocated to Victim Services (9.405)
Amount Retained by City Treasurer $ 60,132

Victim Services Funds

Beginning Fund Balance 3 33,326
Court Assessments and Surcharges Allocated 8,539
Other Revenue and Transfers 8,097
Viclim Services Expenditures (14,199)

Ending Fund Balance $ 35,763
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Independent Auditors' Report On Internal Control Qver
Financial Reporting And On Compliance And Other Matters
Based On An Audit Of Financial Statements Performed
In Accordance With Government Auditing Standards
City of Inman

Inman, South Carolina

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 Stales, the financial statements of the governmental aclivities, 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, 2015, and the related notes to the financial statements, which collectively
comprised City of Inman’s basic financial statements, and have issued our report thereon dated February 19,
2016.

Internal Control Over Financial Reporting

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 infernal control exists when the design or operation of a control does not allow management or
employees, in the normat 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 described 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
contral 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 19, 2016
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 amounis. 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.

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.

Lo AN

Gaffney, SC
February 19, 2016
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