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CITY OF GEORGETOWN, SOUTH CAROLINA

Statement of Net Assets
June 30, 2010

Primary Government Component Unit
Governmental Business-Type Winyah
Activities Activities Total Auditorium
Assets
Cash and cash equivalents $ 8,900,387 $ 12,296,961 $ 21,197,348 $
Investments - 3,517 3,517
Receivables (net of allowances)
From taxpayers and customers 366,377 2,341,237 2,707,614 -
From other governments 368,507 - 368,507 120,000
From employees - 37,908 37,908 -
Other 148,982 4,566 153,548 56,300
Due from primary government - - - 257,488
Internal balances 24,030 (24,030) - -
Inventories 123,769 1,082,802 1,206,571
Prepaids 4,664 742 5,406
Restricted assets
Cash and cash equivalents
Customer deposits - 569,650 569,650
Other deposits 60,015 2,457,821 2,517,836
Capital assets
Land, improvements and construction in progress 3,530,974 4,210,755 7,741,729
Other capital assets, net of accumulated depreciation 10,432,615 32,391,264 42,823,879 -
Total Assets 23,960,320 55,373,193 79,333,513 433,788
Liabilities
Payables
Bank overdraft 9,648 - 9,648 -
Trade and other accounts 570,200 1,382,578 1,952,778 1,894
Wages, withholdings and benefits 147,556 85,028 232,584 -
Accrued interest on debt 4,781 14,309 19,090
Due to component unit 257,488 - 257,488
Liabilities payable from restricted assets
Liability for health claims 223,625 - 223,625
Court bonds 25,782 - 25,782
Customer deposits - 569,650 569,650
Unearned revenue 65,543 1,965,833 2,031,376
Noncurrent liabilities
Due within one year 382,205 815,657 1,197,862
Due in more than one year 527,348 7,699,131 8,226,479 -
Total Liabilities 2,214,176 12,532,186 14,746,362 1,894
Net Assets
Invested in capital assets, net of related debt 13,812,256 28,387,257 42,199,513
Restricted for:
Regional wastewater treatment plant - 508,808 508,808
Public safety programs 61,178 - 61,178
Tourism development and support 1,798,264 - 1,798,264
Community development 12,149 - 12,149
Debt service - 465,714 465,714 -
Unrestricted 6,062,297 13,479,228 19,541,525 431,894
Total Net Assets $ 21,746,144 $ 42,841,007 $ 64,587,151 $ 431,894

The accompanying notes are an integral part of the financial statements.
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CITY OF GEORGETOWN, SOUTH CAROLINA

Balance Sheet
Governmental Funds

June 30, 2010
Primary Government

Other Total
General Governmental Governmental
Fund Funds Funds
ASSETS
Cash and cash equivalents $ 6,807,446 $ 2,092,941 $ 8,900,387
Receivables (net of allowances)
Customer accounts - 24,843 24,843
Taxes 275,008 66,526 341,534
Business licenses 38,529 - 38,529
Police fines 60,197 - 60,197
From other governments 141,294 227,213 368,507
From other City funds 28,030 - 28,030
Other 10,720 - 10,720
Prepaid items 4,664 - 4,664
Inventory 94,109 29,660 123,769
Restricted assets
Cash and cash equivalents
Other deposits 60,015 - 60,015
Total Assets $ 7,520,012 $ 2,441,183 $ 9,961,195
LIABILITIES AND FUND BALANCES
Liabilities
Payables
Bank overdraft $ 9,648 $ - $ 9,648
Trade and other accounts 352,681 217,519 570,200
Wages, withholdings and benefits 144,817 2,739 147,556
To other City funds - 4,000 4,000
To component unit - 257,488 257,488
Deferred revenue
Property taxes 218,385 - 218,385
Police fines 45,983 - 45,983
Grants - 112,999 112,999
Other 549 24,843 25,392
Payable from restricted assets
Liability for health claims 223,625 - 223,625
Court bonds 25,782 - 25,782
Total Liabilities 1,021,470 619,588 1,641,058
Fund Balances
Reserved for:
Prepaid items 4,664 - 4,664
Inventory 94,109 29,660 123,769
Safe streets program 22,200 - 22,200
Fire impact fees 12,033 - 12,033
Unreserved - designated 1,100,000 - 1,100,000
Unreserved - undesignated, reported in:
General fund 5,265,536 - 5,265,536
Debt service funds - 26,093 26,093
Special revenue funds - 1,765,842 1,765,842
Total Fund Balances 6,498,542 1,821,595 8,320,137
Total Liabilities and Fund Balances $ 7,520,012 $ 2,441,183 $ 9,961,195

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



CITY OF GEORGETOWN, SOUTH CAROLINA

Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Assets
June 30, 2010

Total Fund Balances of Governmental Funds (reported on page 26)

Amounts reported for governmental activities in the government-wide statement of net assets
presented on page 24 are different because:

Capital assets used in governmental activities are not financial resources and therefore are
not reported in the governmental funds.

Other long-term assets are not available to pay current period expenditures and therefore are
deferred or not recognized in the governmental funds.

Some liabilities, including bonds, leases and compensated absences payable, are not due and
payable in the current period and therefore are not reported in the governmental funds.

Net Assets of Governmental Activities (reported on page 24)

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

$ 8,320,137

13,963,589

376,752

(914,334)

$ 21,746,144
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CITY OF GEORGETOWN, SOUTH CAROLINA

Statement of Revenues, Expenditures, and Changes in Fund Balances

Revenues
Taxes
Licenses and permits
Fire impact fees
Fines and forfeitures
Intergovernmental
Investment earnings
Sales and service fees
Miscellaneous

Total Revenues

Expenditures
Current
General government
Public safety
Public works
Community development
Capital Outlay
General government
Public safety
Public works
Community development
Debt Service
Principal
Interest
Bond issance costs
Total Expenditures

Excess (Deficiency) of Revenues

Over Expenditures

Other Financing Sources (Uses)
Proceeds from sale of capital assets

Lease purchase proceeds
Transfers in

Transfers out

Insurance proceeds

Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

Governmental Funds
For the Year Ended June 30, 2010

Primary Government

Other Total
General Governmental Governmental
Fund Funds Funds

3,493,680 1,116,814 $ 4,610,494
2,289,747 - 2,289,747
11,460 - 11,460
243,150 7,783 250,933
606,739 571,586 1,178,325
13,394 4,037 17,431

- 28,760 28,760

65,682 11,708 77,390
6,723,852 1,740,688 8,464,540
1,496,033 14,836 1,510,869
5,544,225 24,002 5,568,227
695,005 71,313 766,318

- 335,142 335,142

114,171 - 114,171
462,956 38,736 501,692
16,171 434,306 450,477

- 75,450 75,450

189,875 62 189,937
11,753 1,065 12,818

- 12,500 12,500
8,530,189 1,007,412 9,537,601
(1,806,337) 733,276 (1,073,061)
15,906 15,906
140,895 - 140,895
1,942,746 29,596 1,972,342
(41,234) (613,576) (654,810)
14,295 - 14,295
2,072,608 (583,980) 1,488,628
266,271 149,296 415,567
6,232,271 1,672,299 7,904,570
6,498,542 1,821,595 $ 8,320,137

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



CITY OF GEORGETOWN, SOUTH CAROLINA

Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2010

Net Change in Fund Balances of Governmental Funds (reported on page 28)

Amounts reported for governmental activities in the government-wide statement of activities
presented on page 25 are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of activities
the cost of those assets is allocated over their estimated useful lives and reported as depreciation
expense. This is the amount by which capital outlay exceeded depreciation in the current year.

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the governmental funds.

Contribution of capital asset from discretely presented component unit reported as revenues
in the statement of activities is not recognized as revenues in the governmental funds.

Some expenses reported in the statement of activities do not provide current financial resources
and therefore are not recognized as expenditures in the governmental funds.

The issuance of long-term debt provides current financial resources to governmental funds, while
the repayment of the principal of the long-term debt consumes the current financial resources
of governmental funds. Neither transaction, however, has any effect on net assets. This amount
is the net effect of these differences in the treatment of long-term debt and related items.

Change in Net Assets of Governmental Activities (reported on page 25)

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

415,567

308,097

(114,301)

4,634

(171,298)

49,042
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CITY OF GEORGETOWN, SOUTH CAROLINA

Statement of Fiduciary Net Assets

Fiduciary Funds
June 30, 2010

Assets
Cash and cash equivalents
Total Assets

Liabilities
Due to City firemen's association
Total Liabilities

Net Assets
Held in trust for benefit of future scholarship recipients
Total Net Assets

Guerry
Scholarship
Private Purpose Firemen's
Trust Fund Agency Fund
$ 30,787 $ 3,705
30,787 3,705
- 3,705
- 3,705
30,787 -
$ 30,787 $ -

The accompanying notes are an integral part of the financial statements.
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CITY OF GEORGETOWN, SOUTH CAROLINA

Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
For the Year Ended June 30, 2010

Additions
Investment earnings

Deductions
Change in Net Assets
Net Assets - Beginning of Year

Net Assets - End of Year

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

Guerry
Scholarship
Private Purpose

Trust Fund

$ 148

148

30,639

R N



CITY OF GEORGETOWN
Notes to the Financial Statements
June 30, 2010

Note 1 — Summary of significant accounting policies

The City's financial statements are prepared in accordance with generally accepted accounting principles
(GAAP). The Governmental Accounting Standards Board (GASB) is responsible for establishing GAAP for
state and local governments through its pronouncements (Statements and Interpretations). Governments
are also required to follow private-sector standards of accounting and financial reporting issued through
November 30, 1989 (when applicable) that do not conflict with or contradict GASB pronouncements.
Although the City has the option to apply private-sector guidance issued after that date to its business-type
activities and enterprise funds, the City has chosen not to do so.

The financial statement presentation for the City meets the requirements of GASB Statement No. 34, Basic
Financial Statements — and Management’s Discussion and Analysis — for State and Local Governments
and related amendments, pronouncements, and interpretations. The financial statement presentation
provides a comprehensive, entity-wide perspective of the City's net assets, revenues, expenses, and
changes in net assets and cash flows that replaces the fund-group perspective previously required and
provides for the inclusion of certain required supplementary information such as Management'’s Discussion
and Analysis.

Description of Reporting Entity

The City of Georgetown, South Carolina, (the City), was incorporated in 1805 under the laws of the State of
South Carolina. The City’s governing body, consisting of a mayor and a six-member council, operates
under the Mayor-Council form of government in accordance with Home Rule Act Number 283 and offers
services as provided for in the Act. Those services are generally reported by the following functional
categories: general government, public safety, public works, and community development. The City also
owns and operates its own electric, water, wastewater and stormwater drainage service utilities, waste
management services and an historic house museum.

As required by generally accepted accounting principles, these financial statements present the activities of
all operations of the City (primary government) and its discretely presented component unit, an entity for
which the government is considered to be financially accountable. Discretely presented component units
are reported in a separate column in the government-wide financial statements (see note below for
description) to emphasize that they are legally separate from the primary government. Disclosures in these
notes to the financial statements are applicable to both the City and its component unit unless otherwise
indicated.

Discretely Presented Component Unit

City of Georgetown Winyah Auditorium Corporation (Winyah Auditorium) — This entity provides
oversight for the renovation of the historic Winyah Auditorium building, holds fund raising
campaigns to provide financial resources, and authorizes or plans all activities held in the facility.
The directors of the corporation are appointed by City Council and serve indefinite terms. The
corporation is currently dependant on the City for the funding of routine maintenance of the facility.
The corporation accounts for its activities in a governmental fund and is discretely presented in the
basic financial statements. Separate financial statements are not available for the corporation.

39



40

Basic Financial Statements

The City’s basic financial statements include both “government-wide” (reporting the City as a whole,
including its component unit) and “fund” financial statements (which focuses on the City’'s major funds).
Both the government-wide and the fund financial statements categorize primary activities as either a)
governmental, or b) business-type. The City’s general government, public safety, public works, and
community development functions are classified as governmental activities. The City’s electric, water,
wastewater, and stormwater drainage services, as well as waste management services are classified as
business-type activities.

Government-Wide Financial Statements

The government-wide financial statements (i.e., the Statement of Net Assets and the Statement of
Activities) report information on all of the nonfiduciary activities of the primary government and its
component unit. The effect of interfund activity (other than for services provided and used), within the
governmental and business-type columns, has been removed from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and user charges for
support.  Likewise, the primary government is reported separately from certain legally separate
component units for which the primary government is financially accountable.

In the government-wide Statement of Net Assets, both the governmental and business-type activities
columns are presented on a consolidated basis. The City's net assets are reported in three parts: 1)
net assets invested in capital assets, net of related debt; 2) restricted net assets; and 3) unrestricted
net assets. When an expense is incurred for purposes for which both restricted and unrestricted net
assets are available, the City’s practice is to apply restricted resources first.

The government-wide Statement of Activities demonstrates the degree to which the direct expenses
of a given function or segment is offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment, and 2) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues. Allocations of
overhead expenses from one function to another, and within one function, are eliminated in the
statement of activities so that allocated expenses are reported only by the function from which they
were allocated.

The government-wide financial statement focus is on the sustainability of the City as an entity and the
change in the City's net assets resulting from the current year's activities.

Fund Financial Statements

The City segregates transactions related to certain functions or activities in separate funds in order to
aid financial management and demonstrate legal compliance. Separate fund financial statements are
presented for governmental, proprietary, and fiduciary activities (even though the latter are excluded
from the government-wide financial statements). The emphasis in fund financial statements is on the
major funds in either the governmental or business-type activities categories. Each major fund,
determined in accordance with criteria established by the Governmental Accounting Standards Board,



is presented in a separate column on the fund financial statements. All nonmajor funds are aggregated
and reported in a single column on each of the fund statements.

The City's fiduciary funds are presented in the fiduciary fund financial statements by type (private
purpose and agency). Since by definition these assets are being held for the benefit of a third party
and cannot be used to address activities or obligations of the City, these funds are not incorporated into
the government-wide statements.

Governmental Funds

The focus of the governmental funds' measurement (in the fund statements) is upon determination
of financial position and changes in financial position (sources, uses, and balances of financial
resources) rather than upon net income. The City utilizes the following governmental funds:

General Fund. This fund is the general operating fund of the City and is used to account for
all financial resources except those required to be accounted for in another fund. General
operating expenditures, fixed charges and capital improvement costs that are not paid through
other funds are paid from the General Fund. The general fund is reported as a major
governmental fund.

Special Revenue Funds. These funds are used to account for the proceeds of specific
revenue sources that are legally restricted to expenditures for specified purposes. The City
uses the following special revenue funds, none of which are considered to be major funds: 1)
state accommodations tax fund, 2) local accommodations and hospitality tax fund, 3)
community development fund, 4) seized and forfeited property fund, and 5) federal, state and
local grants.

Debt Service Fund. This fund is used to account for the revenue collected to retire certain
debt of the City and the expenditures related to retirement of this debt. This is not a major
fund.

Proprietary Funds

The focus of proprietary fund measurement is upon determination of operating income, changes in
net assets, financial position, and cash flows. The generally accepted accounting principles
applicable to proprietary funds are similar to those applicable to businesses in the private sector.

The following is a description of the proprietary fund types of the City:

Enterprise Funds. Enterprise funds are used to account for operations for which a fee is
charged to external users for goods or services and the activity (a) is financed with debt that is
solely secured by a pledge of the net revenues, (b) has third party requirements that the cost of
providing services, including capital costs, be recovered with fees and charges, or (c)
establishes fees and charges based on a pricing policy designed to recover similar costs.

The City uses the following major enterprise funds:
Electric Utility Enterprise Fund. This fund is used to account for assets and activities of

the City’s electric distribution operations. All costs are financed through charges to utility
customers.
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Water and Wastewater Utility Enterprise Fund. This combined fund is used to account
for assets and activities of the City’s water and wastewater operations. All costs are
financed through charges to utility customers.

Stormwater Drainage Utility Enterprise Fund. This fund is used to account for the
assets and activities of the City’'s stormwater drainage operations. Costs are financed
through charges to utility customers, along with subsidies from other City funds.

The other enterprise fund used, waste management fund, is a non-major fund.

Fiduciary Funds

Fiduciary funds are used to report assets held in a trustee or agency capacity for others. Since by
definition these assets are being held for the benefit of a third party and cannot be used to address
activities or obligations of the City, these funds are not incorporated into the government-wide
statements. These funds are, however, reported in the fund financial statements where the
reporting focus is on net assets and changes in net assets. Fiduciary funds are used by the City
for reporting the following:

Guerry Scholarship Private Purpose Trust Fund. This fund is used to account for assets
and transactions of a scholarship fund established with contributions made in memory of Major
Spencer Guerry, a City policeman who lost his life in 1994 while serving in the line of duty.

Firemen’s Agency Fund. This fund is used to account for insurance premium rebates
remitted by the State Treasurer to be expended for the collective benefit and enjoyment of the
City firefighters.

Measurement Focus and Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues and
expenditures are recognized in the accounts and reported in the financial statements. Basis of accounting
relates to the timing of the measurement made, regardless of the measurement focus applied.

The government-wide statements and fund financial statements for proprietary funds are reported using the
economic resources measurement focus and the accrual basis of accounting. The economic resources
measurement focus means all assets and liabilities (whether current or non-current) are included on the
statements of net assets and the operating statements present increases (revenues) and decreases
(expenses) in net total assets. Under the accrual basis of accounting, revenues are recognized when
earned. Expenses are recognized at the time the liability is incurred.

Governmental fund financial statements are reported using the current financial resources measurement
focus and are accounted for using the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are recognized when susceptible to accrual; i.e., when they become both
measurable and available. “Measurable” means the amount of the transaction can be determined and
“available” means collectible within the current period or soon enough thereafter to be used to pay liabilities
of the current period. The City considers revenue to be available if collected within 60 days after year-end.
Expenditures are recorded when the related fund liability is incurred. However, debt service expenditures,
as well as expenditures related to compensated absences and claims and judgments, are recorded only
when payment is due.



Estimates

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

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and with fiscal agents, demand deposits (including
deposits in the South Carolina Local Government Investment Pool and the South Carolina Local
Government Assurance Group), and short-term investments with original maturities of three months or less
from the date of acquisition.

Deposits in the South Carolina Local Government Investment Pool (SCLGIP) are invested in money market
investments and can be withdrawn at par plus accrued interest on demand. Positions in the pool are
determined by the pool’s share price. The SCLGIP, which is operated by and under the oversight of the
State Treasurer’s Office, is not registered with the Securities and Exchange Commission (SEC) as an
investment company. It does, however, operate in a manner consistent with SEC Rule 2a7 of the
Investment Company Act of 1940.

Investments

State statutes authorize the City to invest in obligations of the U.S. Treasury and agencies thereof,
obligations of the State of South Carolina or any of its political units, savings and loan associations to the
extent secured by the Federal Deposit Insurance Corporation, and certificates of deposit and repurchase
agreements where the certificates or agreements are collaterally secured by obligations of the United
States and agencies thereof or by obligations of the State of South Carolina or any of its political units.
Investments are reported in the financial statements at fair value. Fair values are based on market prices.

Receivables

All accounts receivables are reported in these financial statements net of allowances for uncollectible
amounts. Such allowances are estimated based on length of delinquency, historical analysis, and available
means for collection enforcement.

Interfund Balances and Activity

Interfund activity is reported as either loans (advances), services provided, reimbursements or transfers.
Loans are reported as interfund receivables and payables as appropriate and are subject to elimination
upon consolidation. Residual balances outstanding between governmental and business-type activities are
reported in the government-wide financial statements as internal balances. Services provided, deemed to
be at market or near market rates, are treated as revenues and expenditures/expenses. Reimbursements
are when one fund incurs a cost, charges the appropriate benefiting fund and reduces its related cost as a
reimbursement. All other interfund transactions are treated as transfers. Transfers between governmental
or proprietary funds are netted as part of the reconciliation to the government-wide financial statements.
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Prepaid Items

Payments made by governmental fund types to vendors for insurance coverage and similar services
extending into the following accounting period are generally recognized as expenditures in the period of
acquisition. Such prepayments in proprietary funds are recognized as an expense during the period of
benefit or use.

Inventories

Inventories of the governmental funds are reported using the purchase method, at cost. Materials and
supplies are originally charged as expenditures when acquired and inventory on hand is adjusted at year
end. All inventories of the proprietary funds consist of expendable supplies and are valued at lower of cost,
using the first-in, first-out (FIFO) method, or market value.

Restricted Assets

Customer deposits are classified as restricted assets, as are funds set aside for the payment of future
employee health claims for which the City is self-funded. Restricted assets also include deposit balances
generated in conjunction with the City’s “Safe Streets” ordinance to be used in creating and maintaining
youth programs. Balances on hand required by state statute to be used in providing services to victims of,
and witnesses to crimes, and fire impact capital expenditures are also reported as restricted assets. All
assets of the special revenue funds, while not separately described as such on the balance sheet, are
considered restricted by the nature of their fund types.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items) are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements and in the fund financial statements for proprietary
funds. Capital assets are defined by the City as assets with an initial, individual cost of $5,000 or more.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Contributed assets are reported at fair market value as of the date received. Additions, improvements and
other capital outlays that add to the value or significantly extend the useful life of an asset are capitalized.
Other costs incurred for repairs and maintenance are expensed as incurred.

Interest incurred during the construction of proprietary fund assets is reflected in the capitalized value of the
asset constructed, net of interest earned on the invested proceeds over the same period. Assets impaired
as a result of loss of use, cost overruns, significant decline in value, legal or business factors, or similar
circumstances, are adjusted to recoverable amounts.



Depreciation on all capital assets is computed using the straight-line method over the following estimated
useful lives:

Assets Years
Land Improvements 10-40
Buildings and Improvements 10-40
Furniture and Fixtures 10
Vehicles, Equipment, and Furnishings 5-10
Electric System 25-40
Fiber Optics System 10
Water and Wastewater Systems 10-40
Stormwater Drainage Systems 5-40

The City has a collection of historical furnishings presented for public exhibition and education at the
Kaminski House Museum. The City ensures the collection is protected and preserved for future
generations. The collection is not capitalized or depreciated subject to an organizational policy that
requires the proceeds from sales of collection items to be used to acquire items for the collection.

Compensated Absences

It is the City’s policy to allow employees to accumulate earned but unused vacation and sick leave benefits.
There is no liability for unpaid accumulated sick leave because the City does not have a policy to pay for
any such amounts when employees separate from service. All vacation pay is accrued and recognized as
a liability when incurred. Leave balances are depleted on the first-in, first-out (FIFO) basis and employees
are only allowed to carry over two weeks of accumulated vacation leave from one fiscal year to the next.
Accordingly, the City’s liability for compensated absences is reported entirely as a current liability (due
within one year) in the government-wide and proprietary fund financial statements. A liability for these
amounts is reported in the governmental fund financial statements only if they have matured, for example,
as a result of employee resignations and retirements.

Long-Term Obligations

In the government-wide financial statements and proprietary fund financial statements, long-term debt and
other long-term obligations are reported as liabilities in the applicable governmental activities, business-
type activities, or proprietary fund statement of net assets. Bond premiums and discounts, as well as bond
issuance costs, are deferred and amortized over the life of the bonds using the bond principal outstanding
method. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance
costs are reported as deferred charges and amortized over the term of the related debt.

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

In the fund financial statements, governmental funds report reservations of fund balances for amounts that
are not available for appropriation or are legally restricted for a specific future use. Designated fund
balances represent tentative management plans for future use of available financial resources.
Designations are subject to change.

Revenues

Real property and personal property, other than vehicles, are assessed for property tax purposes on the
first day of January each year. An enforceable lien attaches to such property at that time. Tax levies are
effective on the first day of July and are payable between September 30th and January 15th following
mailing of notices. Unpaid taxes after January 15th are considered to be delinquent and are subject to
penalties for late payment. Taxes still unpaid at March 15th go into execution and subject properties
become eligible for sale at public auction.

New vehicle property taxes are assessed and levied within 120 days of the registration date of the vehicle
and payment is due upon receipt of the property tax notice. Other vehicle property taxes are assessed and
levied in the month the vehicle is scheduled for license renewal with the South Carolina Department of
Transportation and payment is due before the end of the month of the scheduled renewal.

Property tax revenues are recognized in the year in which they are due and collected, or expected to be
collected, within 60 days after the end of the fiscal year. The Georgetown County Treasurer collects and
remits property taxes as an agent for the City.

In addition to property taxes, business licenses, certain fines and fees, local accommodations and
hospitality taxes, intergovernmental shared revenues, and other miscellaneous revenues when their receipt
occurs, or is expected to occur, within 60 days after year-end are all considered to be susceptible to accrual
and so have been recognized as revenues of the current fiscal period. All other revenue items are
generally considered to be measurable and available only when cash is received.

Proprietary funds distinguish operating revenues from nonoperating revenues and capital contributions and
transfers. Operating revenues result primarily from providing goods and services in connection with a
proprietary fund’s principal ongoing operations. Subsidies and grants to proprietary funds, which can be
used to finance either capital or current operations, are reported as nonoperating revenue in the fund
financial statements.

Grant and contribution revenues are recognized as receivables and revenue when all applicable eligibility
requirements, including time requirements, are met. Grants restricted for capital use are reported as capital
contributions. Resources transmitted before the eligibility requirements are met are reported as deferred
revenue.

Note 2 — Cash, deposits, and investments

Deposits - The City generally pools cash of all funds into a central depository bank account for operating
purposes. At June 30, 2010, the carrying amount of the City’s total cash deposits was $5,758,538 with
corresponding bank balances of $5,546,764. Petty cash on hand totaled $1,487.



Custodial Credit Risk - In the case of deposits, this is the risk that in the event of a bank failure, the
government’s deposits might not be recovered. The City does not have a deposit policy for custodial credit
risk but follows the investment policy statutes of the State of South Carolina. As of June 30, 2010, none of
the City’s bank balances of $5,546,764 were exposed to custodial credit risk.

Investments - The City's investment policies are limited by State statutes which authorize the City to invest
in obligations of the United States and agencies thereof, obligations of the State of South Carolina or any of
its political units, savings and loan associations to the extent secured by an agency of the federal
government, and certificates of deposit and repurchase agreements when collateralized by securities of the
type described above. Certain other limited investments are authorized by the statutes when made by
financial institutions acting as trustee or agent with respect to debt issues of the City. The statutes provide
that all authorized investments shall have maturities consistent with the time or times when the invested
monies will be needed in cash. Statutes also allow the State Treasurer to assist local governments in
investing funds. The deposits in the State Treasurer’s investment pool, deposits with the South Carolina
Local Government Assurance Group, and investment in the US Federated Obligation Fund, shown below,
are classified and presented on the balance sheet as cash equivalents in accordance with criteria
established for defining cash equivalents. As of June 30, 2010 the City had the following investments and
maturities:

Maturities (in years)

Investment Type Fair Value Less than 1-5 6-10

US mortgage backed securities $ 3517  § 1,168 $ - $ 2,349
US Federated Treasury Obligation Fund 702,434 702,434 - -
State Treasurer's investment pool 17,847,219 17,847,219 - -
Total investments $ 18553170 $§ 18,550,821 § - $ 2,349

Custodial Credit Risk - For investments, this is the risk that, in the event of the failure of the counterparty,
the government will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. The City does not have an investment policy regarding the amount of
securities that can be held by counterparties. As of June 30, 2010, none of the City’s investments were
exposed to custodial credit risk.

Credit Risk — Credit risk is the risk that an issuer or other counterparty to an investment will not fuffill its
obligations. The City’s policy is to invest in securities with top ratings when the securities are required to be
rated by nationally recognized statistical rating organizations. Certain securities are not required to be
rated. The City’s policy allows that it may invest in unrated securities so long as they comply with the types
of investments permitted under State statutes.

Following is an analysis of the credit risk associated with the City’s investments at June 30, 2010:

Percentage
Investment Type Fair Value of Portfolio Credit Rating
US mortgage backed securities $ 3,517 0.02 Not Rated
US Federated Treasury Obligation Fund 702,434 3.79  AAAm/Aaa
State Treasurer's investment pool 17,847,219 96.19 Not Rated
Total investments $ 18,553,170 100.00

Concentration of Credit Risk — Governments are required to disclose the investments it holds in any one
issuer that represents 5% or more of total investments. The City’s investment policy places no limit on the
amount it may invest in any one issuer. The above table provides an analysis of the City’s investment
portfolio.
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Interest Rate Risk — Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. The City’s investment policy is to mitigate interest rate risk and ensure the
preservation of capital in the overall portfolio. The policy does not place a limit on its investment maturities
to help manage its exposure to fair value losses from increasing interest rates.

Note 3 — Receivables

Property taxes receivable at June 30, 2010, total $554,434. Of that amount, an allowance for
uncollectible amounts has been estimated at $279,426, leaving net taxes receivable expected to be
collected of $275,008. Collections expected to be received beyond 60 days after year-end have been
recorded as deferred revenue in the amount of $218,385.

Accounts receivable from customers primarily represent balances due for electric, water, wastewater,
stormwater and waste management services provided. The balances also include estimates for services
provided but not yet billed at fiscal year end. Accounts receivable are presented in the financial statements
net of allowances for estimated uncollectible amounts of $944,619 in the proprietary funds.

Licenses and fines receivable at June 30, 2010 total $40,529 and $92,611, respectively. Of these
amounts, allowances for uncollectible amounts have been estimated at $2,000 and $32,414, leaving net
balances due of $38,529 and $60,197, respectively. Fines collection expected to be received beyond 60
days after year end have been recorded as deferred revenue in the amount of $45,983.

Amounts due from other governments at June 30, 2010, were as follows:
Governmental Activities

General Fund
From State Government

Local government aid and state revenue sharing $ 99,037
From County Government
Property taxes 42,257
$ 141,294
Nonmajor Governmental Funds
Debt Service Fund
From County Government
Property Taxes $ 5,565

Federal, State & Local Grants Fund
From State Government
State grants 196,884

State Accommodations Tax Fund
From State Government
State accommodations tax 24,764

Total Nonmajor Governmental Funds $ 227,213

During the year ended June 30, 2008, the City purchased 590,000 gallons per day of capacity in the West
Georgetown Regional Wastewater Treatment Facility from the Town of Andrews for $511,146. The
purchase transaction was executed in part by the City expensing $359,319 owed by the Town of Andrews
as bad debt. Per the terms of the purchase contract, the remaining balance of $151,827 is to be held by
the City to pay future obligations of the Town of Andrews for the Treatment Facilities operations and debt



service. At June 30, 2010, this balance being held on behalf of the Town of Andrews totaled $31,444,
including allocated interest earnings.

Pledges receivable for the discretely presented component unit at June 30, 2010 total $56,300. The
Corporation believes all pledges will ultimately be collected; therefore, no allowance has been estimated for
uncollectible amounts. Collections expected to be received beyond 60 days after year-end have been
recorded as deferred revenue in the amount of $56,300.

Pledges receivable have not been restricted by outside donors regarding any purpose or time restrictions.
The following schedule lists expected collection of pledges receivable by year.

June 30, 2011 $ 27,059
June 30,2012 26,708
June 30,2013 2,533
Total Pledges $ 56,300

Note 4 - Restricted assets

Restricted assets at June 30, 2010, consist of the following:

Governmental Activities:
General Fund

Other Deposits
Deposits restricted for "safe streets" program 22,200
Deposits restricted for fire impact fees 12,033
Court bond deposits 25,782
$ 60,015
Business-Type Activities:
Customer utility deposits
Electric Utility Enterprise Fund $ 408,052
Water and Wastewater Utility Enterprise Fund 161,598
$ 569,650
Other Deposits
Water and Wastewater Utility Enterprise Fund-
Prepayments from regional WWTP partners $ 1,755,387
Debt service reserve 702,434
$ 2,457,821

The This rest of this page intentionally left blank.



50

Note 5 — Capital assets

Following is a summary of capital asset activity for the year ended June 30, 2010:

Beginning Ending
Balance Increases Decreases Balance
Governmental Activities
Capital assets not being depreciated:
Land $ 2,364,144 $ 58,260 $ $ 2422404
Construction in progress
Winyah Auditorium 591,893 4,634 596,527
Other miscellaneous projects 28,196 444 305 39,542 512,043
2,984,233 507,199 39,542 3,530,974
Other capital assets:
Buildings and improvements 7,880,017 140,240 (39,542) 7,980,715
Vehicles, equipment and furnishings 5,359,514 383,284 (119,622) 5,623,176
Infrastructure
Roads 2,339,878 - 2,339,878
Sidewalks 606,405 - - 606,405
Other improvements 2,332,009 115,701 2,447,710
18,517,823 639,225 (159,164) 18,997,884
Less accumulated depreciation for:
Buildings and improvements (2,350,398) (236,350) 8,238 (2,578,510)
Vehicles, equipment and furnishings (3,389,370) (404,038) 119,622 (3,673,786)
Infrastructure (1,212,712) (92,346) - (1,305,058)
Other improvements (906,956) (100,959) - (1,007,915)
Total accumulated depreciation (7,859,436) (833,693) 127,860 (8,565,269)
Net Governmental Activities Capital Assets $ 13,642,620 $ 312,731 $ 8,238 $ 13,963,589
Business-Type Activities
Capital assets not being depreciated:
Land $ 220,225 $ 256,797 $ $ 477,022
Construction in progress
Electric distribution upgrade 1,254,523 - - 1,254,523
Water distribution upgrade 564,628 150,348 (24,570) 690,406
Wastewater distribution upgrade 113,523 - - 113,523
Stormwater distribution upgrade 1,506,350 168,931 - 1,675,281
3,659,249 576,076 (24,570) 4,210,755
Other capital assets:
Land improvements 181,704 - - 181,704
Buildings and improvements 804,201 618,151 - 1,422,352
Vehicles, equipment and furnishings 5,265,951 250,199 (218,709) 5,297,441
Electric system 6,750,664 419,700 - 7,170,364
Fiber optics system 909,366 3,439 912,805



Beginning Ending
Balance Increases Decreases Balance
Other capital assets (continued):
Water system
Distribution 7,842,043 26,490 (97,001) 7,771,532
Filtration plant 8,021,514 - - 8,021,514
Wastewater system
Collection 7,422,963 276,766 7,699,729
Treatment plant 18,182,225 46,981 18,229,206
Stormwater drainage system 4,441,435 8,526 - 4,449,961
Sludge disposal rights 472,047 - (472,047) -
60,294,113 1,650,252 (787,757) 61,156,608
Less accumulated depreciation for:
Land improvements (83,414) (6,773) (90,187)
Buildings and improvements (598,974) (47,422) - (646,396)
Vehicles, equipment, and furnishings (3,483,962) (285,552) 181,777 (3,587,737)
Electric system (4,230,632) (149,469) - (4,380,101)
Fiber optics system (878,665) (11,669) (890,334)
Water system
Distribution (2,938,888) (174,923) 79,217 (3,034,594)
Filtration plant (3,778,426) (220,694) - (3,999,120)
Wastewater system
Collection (3,138,485) (176,482) (3,314,967)
Treatment plant (6,713,874) (547,754) (7,261,628)
Stormwater drainage system (1,396,622) (163,658) - (1,560,280)
Sludge disposal rights (59,009) - 59,009 -
Total accumulated depreciation (27,300,951) (1,784,396) 320,003 (28,765,344)
Net Business-Type Activities Capital Assets $36,652,411 $441,932 ($492,324) $36,602,019
Depreciation expense was charged to functions as follows:
Governmental Activities
General government $ 272,407
Public safety 358,375
Public works 144,567
Community development 58,344
Total Governmental Activities Depreciation Expense $ 833,693
Business-Type Activities
Electric utility $ 250,997
Water utility 447,320
Wastewater utility 811,539
Stormwater utility 189,383
Waste management 85,157
Total Business-Type Activities Depreciation Expense $ 1,784,396

The above schedules reflect various reclassifications of assets between functions.

In June 2003, the City deeded the old Winyah High School property to a private developer. The building,
which was constructed in 1908, includes the original auditorium and classrooms and is considered to be
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historically significant. Under terms of the sales contract, the developer will completely renovate the
outside of the building and certain areas within the building, and then re-convey the auditorium space and
certain other office space back to the City. Ownership of the remaining portions of the property will be
retained by the developer.

See Note 13 for additional information regarding certain construction projects in progress at June 30, 2010.

Note 6 — Long-term liabilities

Long-term liability activity for the year ended June 30, 2010, was as follows:

(Restated)
Qutstanding Outstanding ~ Due Within
06.30.09 Issued Retired 06.30.10 One Year
Governmental Activities:
Capital Lease Obligations $ 341270 $ 140,895 § (189,937) § 292,228 § 196,849
Net OPEB obligation 266,330 165,639 - 431,969 -
Liability for Compensated Absences 178,207 185,356 (178,207) 185,356 185,356

$ 785807 § 491890 § (368,144) § 909,553 § 382,205

Business-Type Activities:
Series 2001A Combined Water and
Sewer System Revenue Note

Enterprise funds $ 7637417 § - § (440594) $§ 7,196,823 § 456,218
Capital Lease Obligations 1,079,308 167,569 (228,938) 1,017,939 267,145
Net OPEB obligation 129,271 78,461 - 207,732 -
Liability for Compensated Absences 93,305 92,294 (93,305) 92,294 92,294

$ 8939301 § 338324 § (762,837) § 8514788 § 815,657

Outstanding balances at June 30, 2009 have been restated in the above schedule for an error discovered
in the actuarial valuation of other post employment benefits (see Notes 12 and 19).

Description of Debt-Governmental Activities

Capital leases — governmental funds, with principal outstanding in the amount of $292,228, are
collateralized by the various vehicles, computers and equipment, for which the proceeds were used to
acquire. The City has four general obligation capital leases outstanding at June 30, 2010 financed by
governmental funds. These obligations are scheduled to be paid from the General Fund and Special
Revenue Funds in annual installments with interest rates ranging from 3.04% to 3.53%.

Description of Debt-Business-Type Activities

Water and Sewer System Revenue Note, Series 2001A, with current principal outstanding in the amount of
$7,196,823, was issued on April 1, 2003, in the total amount of $10,069,024 including capitalized interest.
This revenue note, bearing interest at an annual rate of 3.5%, and the underlying loan from the South
Carolina Water Pollution Control Revolving Fund were issued to partially finance improvements and
expansion of the City’s wastewater treatment facility. The expansion provides extra treatment capacity to
the City and allows the City to provide wastewater treatment services to the Town of Andrews and the
Georgetown County Water & Sewer District in conjunction with the West Georgetown County Regional
Wastewater Treatment System Service Agreement entered into in 1997. Principal and interest payments




are due in quarter-annual installments of $175,541 each, with final maturity on April 1, 2023. Debt service
on this loan is payable by and is secured by pledged revenues of the Combined Water and Wastewater
Utility Enterprise Fund.

Capital leases — enterprise funds, with principal outstanding in the amount of $1,017,939, were used to
finance the acquisition of wastewater treatment plant improvements, knuckle boom loaders, sanitation
trucks, street sweeper and is collateralized with such equipment. The City has five capital leases
outstanding at June 30, 2010 financed by the enterprise funds. These lease obligations are to be paid from
the Wastewater and Waste Management Funds in monthly and annual installments with interest rates
ranging from 2.85% to 3.99%.

Liability for Compensated Absences attributable to governmental activities will be liquidated from the
General Fund and the Local Hospitality/A-Tax Fund. The compensated absence liability attributable to
business-type activities will be liquidated by various enterprise funds.

Net OPEB obligations attributable to governmental activities will be liquidated from the General Fund and
the Local Hospitality/A-Tax Fund. The net OPEB obligation liability attributable to business-type activities
will be liquidated by various enterprise funds.

Debt Service Requirements

Debt service requirements for the long-term debt of governmental activities outstanding at June 30, 2010,
are as follows:
Principal Requirements Interest Requirements

Fiscal Capital Capital Total
Year Ending Lease Lease Requirements
2011 $ 196,849 $ 9,494 $ 206,343
2012 46,950 3,004 49,954
2013 48,429 1,526 49,955
$ 292,228 $ 14,024 $ 306,252

Debt service requirements for the long-term debt of business-type activities outstanding at June 30, 2010,
are as follows:

Principal Requirements Interest Requirements

Fiscal Revenue Capital Revenue Capital Total
Year Ending Note Lease Note Lease Requirements
2011 $ 456,218 $ 267,145 $ 245944 $ 31,931 $ 1,001,238
2012 472,397 275,715 229,764 23,361 1,001,237
2013 489,149 239,949 213,014 14,512 956,624
2014 506,495 199,278 195,668 7,152 908,593
2015 524 457 35,852 177,706 1,251 739,266
2016-2020 2,914,805 - 596,010 - 3,510,815
2021-2023 1,833,302 - 97,646 - 1,930,948

$ 7,196,823 $ 1,017,939 $ 1,755,752 $ 78207 $ 10,048,721

93
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Following is a schedule of the future minimum lease payments under capital leases and the present value

of minimum lease payments at June 30, 2010.

Governmental Business-Type

Fiscal Year Ending Activities Activities Total

June 30, 2011 $ 206,342 $ 299,076 $ 505,418
June 30, 2012 49,955 299,076 349,031

June 30, 2013 49,955 254,462 304,417
June 30, 2014 206,430 206,430
June 30, 2015 37,102 37,102
Total Minimum Lease Payments $ 306,252 $ 1,096,146 $ 1,402,398
Less: Amount Representing Interest (14,024) (78,207) (92,231)
Present Value of Minimum Lease Payments-June 30, 2009 $ 292,228 $ 1,017,939 $ 1,310,167

The gross amount of assets acquired through capital leases were $2,300,970 with related accumulated
depreciation of $620,664. These assets are classified as vehicles and equipment in the financial

statements.

Note 7 — Short-term debt

On February 19, 2010, the City issued a short-term general obligation bond in the amount of $420,000 to
finance capital projects. The maturity date was February 19, 2011 and it carried an interest rate of 2.65%.

The debt was retired on March 15, 2010.

Outstanding
06.30.09 Issued

Outstanding
06.30.10

Retired

General Obligation Bond $ - § 420000 § (420,000) $

The rest of this page intentionally left blank.



Note 8 — Interfund balances and transfers

Interfund receivable and payable balances at June 30, 2010, were as follows:

Fund Receivable Payable

Due to/from other funds:

General Fund $ 28,030 $ -
Nonmajor Governmental Funds
State Accommodations Tax Fund - 1,238
Local A-Tax/Hospitality Fund - 2,762
Enterprise Funds
Electric Utility Fund - 10,012
Water and Wastewater Utility Fund - 12,015
Waste Management Fund - 2,003
28,030 28,030
Totals $ 28,030 $§ 28,030

Outstanding balances between funds result mainly from the time lag between the dates that (1) interfund
goods and services are provided or reimbursable expenditures occur, (2) transactions are recorded in the
accounting system, and (3) payments between funds are made.

Interfund transfers for the year ended June 30, 2010, were as follows:

Fund Transfer In Transfer Out
General Fund $ 1,942,746 $ 41,234
Nonmajor Governmental Funds
Debt Service - 407,500
Grant Funds 29,596 -
State Accommodations Tax Fund - 27,246
Local Accommodation and Hospitality Tax Fund - 178,830
1,972,342 654,810
Enterprise Funds

Electric Utility Fund - 2,129,340
Water and Wastewater Utility Fund 729,340 -

Nonmajor Enterprise Funds
Waste Management Fund 82,468 -
811,808 2,129,340
Totals $ 2,784,150 $ 2,784,150

Most of the transfers shown above are used to move unrestricted revenues collected in one fund to partially
subsidize various programs and services accounted for in other funds in accordance with budgetary
authorizations.

In the year ended June 30, 2010, the City made the following one-time transfer:
A transfer of $729,340 from the Electric Utility fund to the Wastewater Utility fund to remove the long-term
interfund loan originally authorized by Council on August 21, 2003 that is not expected to be repaid.



Note 9 — Fund equity

The City has reserved fund equity accounts in the fund financial statements for the following purposes and
amounts at June 30, 2010:

e Reserved for Prepaid Items and Inventories — A fund balance designation in the General Fund in the
amounts of $4,664 and $94,109, respectively, and $29,660 in the Local Accommodations and
Hospitality Tax Fund, to indicate that these items do not represent available, spendable resources even
though it is a component of current assets.

e Reserved for Safe Streets Program - A fund balance reservation in the General Fund in the amount of
$22,200 to indicate that this restricted amount, equal to unexpended program funds on hand at year
end, is not available for unrestricted appropriation or expenditure.

e Reserved for Fire Impact Fees — A fund balance reservation in the General Fund in the amount of
$12,033 to indicate that this amount, restricted by state law and equal to unexpended fire impact fees
collected, is not available for unrestricted appropriation or expenditure, and is to be used only to
provide for future payment of capital expenditures for fire protection equipment and facilities.

The City has also designated $1,100,000 of the unreserved fund balance in the General Fund to be
maintained in accordance with City policy for emergencies and contingencies related to unforeseen
events and circumstances.

In the government-wide statements, the City has also restricted net assets in the amount of $1,792,834,
through enabling legislation, for tourism development and support financed by its Local
Accommodations and Hospitality Tax Fund.

The City had the following nonmajor funds with deficit fund equity at June 30, 2010:

e Federal, State and Local Grant Funds — This fund had a deficit fund equity of $26,558 as a result of

expenditures that it incurred for certain state grants for which reimbursement to cover the costs of
expenditures was not received.

Note 10 - Risk financing

The City participates in the South Carolina Local Government Assurance Group to provide for the
administration of a plan providing health insurance coverage to all employees. The plan is self-funded for
claims up to $80,000 per employee per year. Claims over $80,000 are insured through a “pooled”
arrangement with other local governments and claims in excess of $300,000 are insured by a private
carrier selected by the Assurance Group. Cash is transferred by the City and its employees, in the form of
“contributions” monthly to the Assurance Group to provide for payment of claims, including a reserve
against unusually large claims, as they are filed.

The City had no reserve balance on hand with the Assurance Group at year-end. In addition, a liability was
accrued for estimated claims incurred but not reported and for unpaid claims at June 30, 2010, in the
amount of $223,625. This estimate approximates claims paid within sixty days after year-end. Fund
balance, when sufficient, is reserved in the fund financial statements if there is an excess of cash balances
over the accrued liability to indicate such amounts are not available for appropriation.



Changes in the aggregate liability for health claims for the years ended June 30, 2010 and 2009 were as
follows:

Claims and Net
Beginning Changes in Claims Ending
Fiscal Year Ending Liability Estimates Paid Liability
June 30, 2010 $ 339,311 $ 1,854,871 $ (1,970,557) $ 223,625
June 30, 2009 $ 321,733 $ 1,816,078 $ (1,798,500) $ 339,311

The City is also exposed to various risks of losses related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. To manage losses incurred
from these risks, the City participates as a member in the following public entity risk pools:

The City is a member of the South Carolina Municipal Insurance Reserve Fund (SCMIRF), a self-sustaining
public entity risk pool. Coverage provided by SCMIRF is a pooled arrangement with the risk being shared
with other members. The coverage is referred to as broad form and includes tort, real and personal
property, data processing, general liability, law enforcement and public official’s liability, as well as crime
and dishonesty coverages. The City also purchases excess liability coverage over and above the SCMIRF
provisions. This coverage is designed to wrap around the State Tort Claims Act and provide protection in
federal and out-of-state actions. It is underwritten by the National League of Cities Mutual Insurance
Company.

Workers compensation losses are insured through the South Carolina Municipal Insurance Trust (SCMIT),
also a self-sustaining public entity risk pool. The pool pays workers compensation losses and provides
medical case management services for injured employees through a third party administrator.

During the year ended June 30, 2010, there were no significant reductions in insurance coverage from the
prior year. For the years ended June 30, 2010, 2009 and 2008 there were no material settlements of
claims in excess of coverage.

Note 11 — Retirement plans

Plan Description

City employees participate in either the South Carolina Police Officers Retirement System (PORS) or the
South Carolina Retirement System (SCRS), depending on their particular duties. Effective July 1, 1999,
the City's firefighters, formerly members of the South Carolina Retirement System (SCRS), began
participation in the South Carolina Police Officers Retirement System (PORS). Both plans are
administered by the South Carolina Retirement Systems and are classified as cost-sharing multiple-
employer public employee retirement systems (PERS). Each plan provides retirement, disability and death
benefits to plan members and beneficiaries. Benefit provisions are established under authority of Title 9 of
the South Carolina Code of Laws. The South Carolina Retirement Systems issue a Comprehensive Annual
Financial Report which discloses detailed information regarding benefit provisions and actuarial
information. That report is available to the public and may be obtained by writing to South Carolina
Retirement Systems, Post Office Box 11960, Capitol Station, Columbia, South Carolina 29211-1960.

Funding Policy

Members of the PORS and SCRS are required to contribute at the rate of 6.5% of their covered wages.
The City is required to contribute at actuarially determined rates, currently 11.05% of PORS member wages

of



58

and 9.39% of SCRS member wages. The contribution requirements of plan members and the City are
established by the South Carolina Retirement Systems under authority of Title 9 of the South Carolina
Code of Laws. The City’s contributions to the PORS for the plan years ending June 30, 2010, 2009 and
2008 totaled $280,120, $287,729, and $230,570, respectively. The City’s contributions to the SCRS for the
plan years ending June 30, 2010, 2009 and 2008 were $397,317, $426,634, and $395,665, respectively.
Actual contributions were equal to the required contributions each year.

Note 12 - Post-employment health care benefits

Plan Description

The City sponsors a single-employer defined benefit postemployment healthcare plan (the Plan) that
provides medical and dental insurance to eligible retirees. On June 18, 2009 the City modified its plan to
define an eligible employee as one that qualifies for retirement benefits under the SCRS or PORS with 20
years of continuous service with the City under the Medicare eligible age of 65. Information regarding
SCRS and PORS eligibility may be obtained from the Comprehensive Annual Financial Report of the South
Carolina Retirement System. See note 11. The Plan is approved each year by City Council; the
contribution requirements of the City and plan members are established and amended by Council. These
contributions are neither guaranteed nor mandatory. Council has retained the right to unilaterally modify its
payments toward retiree health care benefits.

As of July 1, 2009, the measurement date for the plan year 2010, there were 238 covered participants; 67
members are retirees and spouses receiving benefits and 171 are active participants. A stand alone
financial report for the plan is not available.

Funding Policy

The City has elected not to fund the plan through contributions to an irrevocable trust.

The following tables list the contribution rates for the City and retiree by plan type and deductible amount.

Retiree City
Coverage Plan Type (Health) Contribution Contribution
Retiree $350 deductable $ 180.10 $ 186.05
Retiree & Children $350 deductable 266.63 300.42
Retiree & Spouse $350 deductable 388.44 380.06
Family $350 deductable 436.10 478.70
Retiree $500 deductable 133.32 196.13
Retiree & Children $500 deductable 195.16 315.24
Retiree & Spouse $500 deductable 292.74 398.91
Family $500 deductable 320.63 502.72
Retiree City
Coverage Plan Type (Dental) Contribution Contribution
Refiree NA $ 1447 $ 8.88
Retiree & Children NA 28.51 26.64
Retiree & Spouse NA 31.19 23.96
Family NA 37.88 17.27

The City’s annual other postemployment benefits (OPEB) cost (expense) is calculated based on the annual
required contribution (ARC) of the employer, an amount actuarially determined in accordance with the
parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid on an ongoing



basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or funding
excess) over a period not to exceed thirty years.

Annual OPEB Cost and Funded Status and Funding Progress

For 2010, the annual OPEB cost (expense) was $365,200. The table below shows the components of this
cost.

Annual Regired Contribution $ 374,900
Interest on Net OPEB Obligation 158,300
Adjustment to Annual Required Contribution (168,000)

Annual OPEB Cost (Expense) $ 365,200

The following table shows the amount actually contributed to the plan and the changes in the City’s net
OPEB obligation.

Annual OPEB Cost $ 365,200
Contributions Made (121,100)
Increase in Net OPEB Obligation 244,100
Net OPEB Obligation - Beginning of Year 3,956,788
Error in Prior Valuation (Note 19) (3,561,188)
Net OPEB Obligation - End of Year $ 639,700

The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPEB obligation for 2010 and the preceding year were as follows. The City implemented the provisions of
GASB Statement No. 45 during the year ended June 30, 2009, therefore three year trend information is not
presented for June 30, 2008.

Percentage of Annual Net OPEB
Fiscal Year Ending Annual OPEB Cost OPEB Cost Contributed (Obligation)/Asset
June 30, 2010 $ 365,200 33% $ (639,700)
June 30, 2009 $ 4,333,532 9% $ (3,956,788)

At July 1, 2009, the most recent actuarial valuation date, the actuarial accrued liability for benefits (AAL)
was $4,203,900, with no plan assets, resulting in an unfunded actuarial accrued liability (UAAL) of
$4,203,900. The funded ratio (actuarial value of plan assets/AAL) was 0%. The covered payroll (annual
payroll of active plan members) was $6,615,754 and the ratio of the UAAL to annual covered payroll was
63.5%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and new estimates are made
about the future. The schedule of funding progress is presented as required supplementary information
following the notes to the financial statements.
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Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets,
consistent with the long-term perspective of the calculations.

The City uses the Projected Unit Credit Actuarial Cost Method. The actuarial assumptions included a 4.0%
rate of return (net of administrative expenses) and an initial annual healthcare cost trend rate of 10%. The
trend rate will decrease in 1% steps until it reaches 5% after 5 years. The dental trend rate used is 5.0%.
The Plan’s UAAL is being amortized over 30 years using the level dollar method on an open basis with a
2.5% annual increase. The remaining amortization period at June 30, 2010 was 28 years.

Note 13 - Commitments

The City’s Electric Utility Fund has a contractual commitment to purchase power for resale to City
customers from the South Carolina Public Service Authority. Under the terms of the service agreement,
dated December 29, 2000, the City shall pay for service in accordance with provisions of the Authority’s
published “Municipal Light and Power” Rate Schedule. Rates are subject to change from time to time,
however, the City has the right to terminate the agreement early in the event that rate increases exceed
certain thresholds established in the agreement.

The City also has the following significant construction and contractual commitments at June 30, 2010:

e On October 30, 1997, the City of Georgetown, the Town of Andrews, the Georgetown County Water
and Sewer District, and the County of Georgetown, all political subdivisions of the State of South
Carolina, entered into a contract known as the “West Georgetown County Regional Wastewater
Treatment System Service Agreement.” The parties to the agreement have determined that by joining
together in a wastewater transportation, treatment, and disposal project for their mutual benefit, rather
than each separately constructing its own new or improved system, economies of scale will result in
long-term savings and other tangible and intangible benefits for their users and the community at large.
Under the terms of the agreement, the City will construct, own and maintain the West Georgetown
County Regional Wastewater Treatment Facility. The facility is planned to have an initial capacity of
12.0 million gallons per day. During the fiscal year ended June 30, 2008, the Town of Andrews sold a
portion of its capacity to the City of Georgetown and the Georgetown County Water and Sewer District.
The revised allocation of capacity due to this sale is as follows: City of Georgetown — 48.7%,
Georgetown County Water and Sewer District — 33.7%, and Town of Andrews — 17.6%. Participants
pay monthly costs for use of the system based on allocated capacity and usage volume.

Construction of the expanded wastewater treatment plant and effluent outfall force main was completed
during the fiscal year ended June 30, 2004. Costs of the project, including engineering fees and
capitalized interest of $247,598, total approximately $13,830,700. The project has primarily been
financed with a loan from the South Carolina Water Pollution Control Revolving Loan Fund in the
amount of $10,069,024 and grants from the Federal Environmental Protection Agency totaling
$2,811,100. The remainder of the project will be funded internally. See Note 6 for additional
information regarding the loan from the South Carolina Water Pollution Control Revolving Loan Fund.



e The construction of the “Streetscape” extension, an aesthetic improvement project, began during the
fiscal year ended June 30, 2010. The project consists of installing sidewalks, brick curbing,
landscaping and historic style lampposts along a three block section of Front Street, the City’s primary
tourist destination. The total project cost, including construction and engineering fees, is approximately
$563,724. The City will finance the majority of the project through a reimbursable $500,000
Community Development Block Grant. The City’s matching portion of the project will be financed
through Local Accommodations and Hospitality Tax Special Revenue Fund transfers.

e Phase | of the renovation of the historic Winyah Auditorium was completed during the fiscal year ended
June 30, 2009. Upon completion, the facility will serve as a cultural arts center for the City and
surrounding communities. The total cost for Phase | of the renovation, including architectural design
and engineering, is $591,893. The project is funded through a combination of private donations and
City funds. To date, the City has contributed $276,896 as matching funds to a private contribution.
The City does not anticipate any further contributions to this project. The remaining cost for
renovations is estimated to be approximately $800,000. The funding is to be obtained through a
charitable contributions drive administered by the City of Georgetown Winyah Auditorium Corporation
which began during the fiscal year ending June 30, 2009.

Note 14 — Related party transactions

Under a program approved by City Council, employees of the City are eligible for a loan in an amount up to
$2,500 to purchase computer equipment and related accessories for personal use at home. The loans are
interest free and are repaid through payroll deduction over a period of up to three years. Loans, which are
made from the Electric Utility Enterprise Fund, are payable in full should an employee voluntarily or
involuntarily terminate employment. As of June 30, 2010, fifty-six loans were outstanding in the total
amount of $37,908.

Note 15 — Economic dependence on major taxpayer

Mittal Steel Inc. is the City’s largest payer of property taxes and business license fees. For the fiscal year
ended June 30, 2010, the City's General Fund recognized revenues of approximately $285,035 on Mittal
Steel’s accounts, approximately 4.2% of total General Fund revenues.

For the fiscal year ended June 30, 2010, the City’s Proprietary Enterprise Funds recognized revenues of

approximately $964,529 from Georgetown Memorial Hospital, approximately 4.9% of total Proprietary
Enterprise Fund revenues.

Note 16 - Litigation

The City is a defendant in various legal proceedings. Although the ultimate outcome of the litigation cannot
presently be determined, losses, if any, are not expected to exceed insurance coverage. In the event any
losses are not covered by the City’s insurer, they are not expected to be material. Accordingly, no
provision for any liability that may result upon adjudication has been made in the accompanying financial
statements.

In September 2010, action for declaratory judgment was filed against the City for expenses the City's
insurer incurred in settling a prior claim. A counterclaim was filed by the City in October 2010. The



outcome cannot presently be determined. Depending upon the court’s decision, the City may be potentially
liable for an undetermined amount up to $270,000.

Note 17 - Contingencies

The City receives financial assistance from numerous federal, state, and local governmental agencies in
the form of grants. Disbursements of funds received under these programs generally require compliance
with the terms and conditions specified in the grant agreements and are subject to audit by the grantor
agencies. Any disallowed claims could become a liability of the City. However, in the opinion of
management, any such disallowed claims would not have a material effect on the overall financial position
of the City.

Note 18 — Reconciliation of government-wide and fund financial statements

Explanation of Certain Differences between Governmental Fund Balances and Government-Wide
Statement of Net Assets

The governmental fund balance sheet includes a reconciliation between fund balance — total governmental
fund and net assets — governmental activities as reported in the government-wide statement of net assets.
The table on the following page explains certain elements of that reconciliation:

Long-term assets not available to pay current period expenditures

Business licenses and hospitality taxes $ 64,928
Property taxes 218,385
Police fines 45,983
Grants 47,456

$ 376,752

Long-term liabilities not reported in the funds

Capital leases $ (292,228)
Net OPEB obligation (431,969)
Accrued interest payable (4,781)
Compensated absences payable (185,356)

$ (914,334)

The governmental fund statement of revenues, expenditures, and changes in fund balances includes a
reconciliation between net changes in fund balances — governmental funds and changes in net assets of
governmental activities as reported in the government-wide statement of activities. The following explains
certain elements of that reconciliation:



Capital Outlays

Capital outlay $ 1,141,790
Depreciation expense (833,693)
$ 308,097
Revenues not recognized in the funds
Business licenses and hospitality taxes $ (27,098)
Property taxes (108,196)
Police fines 4,193
Grant funds 16,800
$ (114,301)
Reduction of liabilities not recognized in the funds
Compensated absences $ (7,149)
Accrued OPEB liability (165,639)
Accrued interest on long-term debt 1,490
S (71208
Issuance and repayment of long-term debt
Issuance of capital leases $ (140,895)
Principal repayments on capital leases 189,937
$ 49,042

Note 19 — Net Asset Restatement

During the year ended June 30, 2010, an error in depreciation calculation was discovered. The effect of
this error understated the change in net assets of the governmental activities for the year ended June 30,
2009 of $8,238. There was no effect on governmental funds.

During the year ended June 30, 2010, it was discovered that an accounts receivable item was omitted in
error in the year ended June 30, 2009. The effect of this error understated the change in net assets of
business-type activities, as well as the change in net assets of enterprise funds for the year ended June 30,
2009 by $84,346.

Also during the year ended June 30, 2010, an error was discovered in the prior year's Actuarial Valuation of
the City's Other Post Employment Benefits (OPEB) liability calculation. The effect of this error understated
the change in net assets of governmental activities by $2,397,492. The error also understated the change
in net assets of business-type activities, as well as the change in net assets of enterprise funds for the year
ended June 30, 2009 by $1,163,695.

The following table shows the effect of the correction on the activities and funds of the City.



Water & Waste- Stormwater Waste Manage-

Electric Fund water Utility Utility Fund ment Fund Business-Type
Net Assets Fund Net Assets Net Assets Net Assets Net Assets
As originally reported $ 11,003,845 $ 22,365,409 $ 8,387,616 $ 283,205 $ 42,040,075
Accounts receivable error 64,215 20,131 - - 84,346
OPEB error 392,572 392,572 112,163 266,388 1,163,695
As restated $ 11,460,632 $ 22,778,112 $ 8,499,779 $ 549,593 $ 43,288,116
Governmental
Net Assets
As originally reported $ 18,848,673
Depreciation error 8,238
OPEB error 2,397,492
As restated $ 21,254,403

Note 20 - Recently Issued Accounting Pronouncements

The GASB has issued Statement No. 54 “Fund Balance Reporting and Governmental Fund Type
Definitions” which is effective for the City’s year ending June 30, 2011. This statement redefines the
components of fund balance and establishes fund balance classifications that comprise a hierarchy based
primarily on the extent to which a government is bound to observe constraints imposed upon the use of
resources reported in governmental funds. The effect of implementation of this statement has not been
determined.

Note 21 — Subsequent Events

During July of 2010, the City finalized an agreement with the South Carolina Department of Transportation
to begin construction on a $14,000,000 stormwater drainage project. The City made an initial contribution
of $1,799,686 to the SCDOT, who will be managing the construction of the project. The City will invest
approximately another $1,700,000, with $1,000,000 being grant funds awarded in September 2009. Upon
completion, the system will be contributed to the City, who will then be responsible for ongoing
maintenance.

During September and November of 2010, the City approved contracts for the replacement of the decking,
rails and lighting on its waterfront Harborwalk boardwalk in the total amount of $518,150. The Harborwalk
is one of the main tourist attractions in the downtown waterfront area.



