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INDEPENDENT AUDITORS' REPORT

County Council
Dillon County
Dilion, South Carolina

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Dillon County, South Carolina (the County) as of and for the year
ended June 30, 2012, which collectively comprise the County's basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the County's management. Our responsibility is to
express opinions on these financial statements based on our audit.

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

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

In accordance with Gevernment Auditing Standards, we have also issued our report dated December 10, 2012, on
our consideration of the County’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Govermment Auditing Standards and
should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgelary comparison information be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of

Members of the Americar Institute of Certified Public Accountants and the South Caroling Association of Certified Public Accountants
WWw.cewpas.com



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.

The County has not presented a Management's Discussion and Analysis, which is not a required part of the basic
financial statements, but is supplementary information required by the Government Accounting Standards Board.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County's financial statements as a whole. The supplementary information is presented for purposes
of additional analysis and is not a required part of the financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is
also not a required part of the financial statements. The supplementary information and the schedule of
expenditures of federal awards are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America.

In our opinion, the information is fairly stated in all material respects in relation to the financial statements as a
whole.

Columbia, South Carolina : m /jw’m kz'd% Har, 70/?

December 10, 2012
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DILLON COUNTY, SOUTH CAROLINA
STATEMENT OF NET ASSETS

ASSETS
Cash and cash equivalents
Investments

Receivables, net of allowance for doubtful accounts

Prepaids

Inventories

Real estate held for resale

Capital assets not being depreciated
Construction in progress
Land

Capilal assels, nel of accumulated depreciation
Buildings and improvements
Heavy equipment and vehicles
Equipment and furnishings
Infrastructure

Total assets

LIABILITIES
Accounts payable
Accrued salarics and payroll withholdings
Acerwed interest
Due 1o other funds
Uncamed revenue
Noncurrent liabilities:
Obligation for other post-cmployment benefits
Due within one year
Due in more than one ygar

Total Liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for :
Administeation of justice
Public safety and law enforcement
Economic development
Culture and recreation
Debt service
Capital projecis
Unrestricted

Total net assels

June 30, 2012

Governmental

Activities

$ 10,672,696
2,528,854
2,756,666

107,543
56,987
471,264

188,099
1,300,259

11,091,324
1,695,620
530,496
4,936,699
36,336,509

550,804
614,101

17,403
104,640
466,344

651,903
1,102,715
5,405,616

__ 8913526

17,421,768

117,973
780,619
15,933
25,644
1,697,042
2,360,623
5,003,381
527,422,983

The accompanying notes are an integral pani of these statements.



Functions/Programs

Governmental activities:
General govemment administration
Administration of justice
Public safety and law enforcement
Public works
Sanitation
Ecenomic development
Social services, health, and welfare
Culture, recreation, and education
Interest on long-1erm debt

Total governmental activities

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2012

Program Revenues

DILLON COUNTY, SOUTH CAROLINA

Net {Expense)
Revenue and
Changes in
Net Assets

Charges Operating Capital Total
for Granis and Grants and Governmental
Expenses Services Confributions  Contributions Activilies
$ 3,777,298 8 118298 § 20,515 § - 8§ (3,638,485
1,238,917 955,259 29,991 - (253,667)
8,852,203 2,529,469 627,201 13,274 {5,682,319)
1,451,586 964,133 600 113,468 {313,385)
2,451,120 2,500,824 29,676 - 78,780
771,704 - 716,670 (55,034)
229,644 8,438 32,422 - {188,784)
668,047 19,852 82,027 - (566,168)
102,756 (102,756)
$ 19543335 § 7,096,273  § 1,538,502  § 126742 (10,781,818)
General revenues
Property taxes 7,966,247
Szles taxes 1,765,650
Franchise fees 51,501
Grants and contributions not restricted to specific programs 1,083,401
Unrestricted interest income 5,114
Net loss on disposition of capital assets (114,431}
Other 57,799
Total general revenues and transfers 10,815,281
Change in net assets 33,463

Net assets - beginning of year

Netassets - end of year

The accompanying notes are an integral part of these statements.

27,389,520
$ 27,422,983




BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2012
Capitat Nonmajor Total
General Projects Governmental Governmental
Fund Fund Funds Funds
Assels
Cash and cash equivalents 5 10,344,633 3 326,206 S 1,857 $ 10,672,696
vestments 2,528,854 - 2,528,854
Receivables, net of allowance for doubiful acconnts 2,691,912 - 64,754 2,756,666
Due from other funds 128,193 2,034.417 2,575,985 4,738,595
Inveniories 56,987 - 56,987
Prepaids 107,545 - 107,545
Real estate held for resale 471,264 - 471,264
Total assets $ 16329388 § 2360623 § 2,642,596 §21,332,607
Liabilitics and Fund Balances
Liabilities:
Accounts payable $ 549,734 $ - b 1,070 $ 550,804
Accrued salaries and payroll withholdings 614,101 - 614,101
Uneaned revenue 466,344 - 466,344
Deferred revenue 284,153 37,191 321,344
Due to other funds 4715042 ; 128,193 4,843,235
6,629,374 - 166,454 6,795,828
Fund Balances (Deficits):
Nonspendable:
Inventories 56,987 - - 56,987
Prepaids HY7,545 - - 107,545
Real estate held for resale 471,264 - - 471,264
Restricted for:
Administration of justice 7,232 116,741 117,973
Public safety and law enforcement - - 780,619 780,619
Economic development - - 15,933 15,933
Ceulture and recreation 25,664 - - 25,664
Debt service - - 1,697,042 1,697,042
Capital projects fund - 2,360,623 - 2,360,623
Unassigned 9,031,322 - (128,193) 8,903,129
Total fund balances {deficiis) 9,700,014 2,360,623 2,476,142 14,536,779
Total [iabilities and fund balances {deficis) 5 16,329,388 M 2,360,623 § 2,642,596
Amounts reporied for governmental activities in the statement of net assets are different because:
Capital assels nsed in governmental activities are not financial resources and, therefore, are not reported in the finds 19,742,497
Other long-term assets are not available to pay for cwrent-period
expenditures and, therefore, are deferred in the funds
Property taxes 321,344
Long-term Habilities, including bonds payable, are not due and payable in the current period and, therefore, are not reported in the funds;
Accrued compensated absences (454,504)
Other post-employment benefits (651,903)
Provision for Jandfill closure and post-closure costs (3,733,098
Accrued interest (17,403)
Bonds and leases payable (2,320,729)
Net assets of governmental ackivities § 27,422,983

DILLON COUNTY, SOUTH CAROLINA

The accompanying notes are an integral part of these statements.



DILLON COUNTY, SOUTH CAROLINA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2012

Capitat Nonmajoer Totat
General Projects Governmental Govemmental
Fund Fund Funds Funds
Revenues
Taxes
Properiy taxes and vehicle and fire fees $ 71,193,474 h) - $ 1,437,529 $ 9,230,703
Sales 1,765,650 - - 1,765,650
intergovernmental revenue 2,724,164 - 242,541 2,966,705
Gifts and grants - 6,232 6,232
Licenses and permits 287,959 - - 287,959
Charges for services 4,544,199 - 4,544,199
Fines, fecs, and forfeitures 691,317 138,139 829,456
Interest income 5,115 - - 5,115
Other 58,839 - 58,839
Fotal reveiues 17,870,417 1,824,441 19,694,858
Expenditures
Cuirent
General government adminisiration 3,125,275 - - 3,125,275
Administration of justice 1,178,945 - 55417 1,234,362
Public safety and law enforcement 7,765,996 400 184,070 7,950,466
Public works 889,368 96,721 - 986,089
Sanitation 2,825,523 - - 2,825,523
Economic development 365,724 - 202,072 767,796
Social services, health, and welfare 227,545 - - 227,545
Culture, recreation, and education 588,449 - 588,449
Bebt Service
Principal retirement 32,159 - 835,810 867,960
Interest 10,745 - 08,144 108,889
Capital Outlay
General government administration 435,114 - 435,114
Public safety and law enforcement 236,732 - 59,931 296,663
Public works 244,652 - - 244,652
Sanitation 98,063 - - 98,063
Culture and recreation 5,500 - - 5,500
Total expenditures 18,229,790 97,121 1,435,444 19,762,355
Excess (deficiency) of revenues over (under) expenditures (359,373) (87,121) 388,997 (67,49
OTHER FINANCING SOURCES
Insurance proceeds 27,952 - - 27,952
Total other financing sources 27,952 - - 27,952
Net change in fund balances {331,421) {97,121) 388,997 (39,545)
Fund balances, beginning of year 10,031,435 2,457,744 2,087,145 14,576,324
Fund balances, end of year 5 9,700,014 % 2,360,623 $ 2,476,142 5 14,536,779

The accompanying notes are an integral part of these statements,




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

Amounts reported for governmental activities in the statement of activities (page 8) are different because:
Net change in fund balances -- total governmental funds (page 10) $ {39,545)

Governmental funds report capital outlays as expenditures while governmenial activities report depreciation
expense in order 1o allocate capital outlays over the lives of the applicable assets

Capital asset purchases expensed in governmental funds but capitalized by governmental activities 1,075,992
Depreciation expense reported in governmental activities (2,008,287)
Loss on disposition of capital assets (142,383)

Revenues in the statement of activities that do not provide current financial resources are not reported as
revenues in the funds:
Property taxes (3,629)

The issuance of long-term debi (e.g., bonds, leases) provides current financial resources 10 governmental funds,
while the repayment of the principal of long-term debt consumes current financial resources of governnental
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:
Repayment of long-term debt 867,969

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

Accnied compensated absences (33,465)
Provision for landfill closure and post-closure costs 476,388
Other post-employment benefits {169,710)
Accrued interest 6,133
Change in net assets of governmental activities (page 8) $ 33,463

The accompanying notes are an integral part of these statements.

n



DILLON COUNTY, SOUTH CAROLINA
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
June 30, 2012
Assels
Cash and cash equivalents $ 12,735,032
Due from others 37,212
Due from other funds 104,640

5 12,876,884

Liabilifies
Due to Dillon County School Districts $ 11,362,024
Due to others 1,514,860

_S 1287688

The accompanying notes are an integral part of these statements,




DILLON COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
June 36,2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Dillon County, South Carotina, is a political subdivision of the State of South Carolina, The County operates under a
Council-Administrator form of government and is governed by an elected seven-member council, one of whom is the
chair. The council is the legisiative body of the County and is responsible for determining the policies and direction of
the County government. The administrator is responsible for the County’s daily operations.

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

A. Reporting Entity

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

The County’s fiduciary funds are not included in the government wide-financial statements. The County’s fiduciary
activities are used to report assets held by the County in a trustee or agency capacily and which, therefore, can't be
used to support the County’s own programs. In Dillon County these funds are primarily taxes collected on behalf of
other governments and funds escrowed for their respective programs,

B. Basis of Presentation

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

The government-wide financinl stafements consist of the Statement of Net Assets and the Statement of Activities. The
two statements report information on all non-fiduciary governmental activities of the County (the “primary government”).

The statement of net assets reports all financial and capital resources of the County and reports the difference between
assets and Habilities as net assets, not as fund balance or equity. The Statement of Activities demonstrates the degree to
which the direct expenses of a given function are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function. Program revenues include 1) charges to customers or applicants who purchase, use,
or directly benefit from goods, services or privileges provided by a given function or segment and 2) grants and
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 as general reventies. The comparison
of direct expenses with program revenues identifies the extent to which each govermmental function is self-financing or
draws from the general revenues of the County.

Fund financial stafements present separate information for governmental funds and fiduciary funds, even though the
latter are excluded from the government-wide financial statements. Funds are independent fiscal and accounting entities
with self-balancing sets of accounts. The focus is on major funds rather than reporting funds by type. Eachmajor fund is
presented in a separate column. Non-major funds, if any, are aggregated and presented in a single column.



DILLON COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
June 30, 2012

Governmental fund (ypes are those through which most governmental functions of the County are financed. The
County's expendable financial resonrces and related assets and Habilities (except for those accounted for in the Fiduciary
Funds) are accounted for through governmental funds. Governmental funds are accounted for using the current financial
resources measurement focus and the modified accrual basis of accounting.

The following are the County’s major governmental funds:

General Fund - the government’s primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

Capital Projects Fund - used to account for the acquisition and construction of major capital facilities and to
account for collection and distribution of the proceeds of a temporary local option capital projects sales tax
which was enacted in 2003,

In addition the government reports the following nonmajor governmental fand types:

Special Revenue Funds - account for the proceeds of specific revenue sources that are legally restricted to
expenditures for specified purposes. Special revenue funds consist of the following: Federal Grants, Clerk
of Court Discretionary Title 1V D funds, the Sheriff’s Drug Forfeiture, Accommodations Tax, Santee
Cooper grant, and Economic Development Property Tax.

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

Fiduciary Fund Types are used to report assets held by the County in a trustee or agency capacity and which, therefore,
can’t be used to support the County’s own programs, Agency funds, a subset of fiduciary funds, are used to account
for sitvations where the government’s role is merely custodial. Dillon County uses agency funds fo account for taxes
colected on behalf of other governments and for funds escrowed for their respective programs. Fiduciary funds are
not included in the County’s government-wide financial statements.

The use of multiple funds gives rise to interfund activity. Most, but not all, of this internal activity is eliminated from the
government-wide statement of activities. Except for net residual balances which are reported as internal balances,
amounts reported in the funds as interfund yeceivables and payables have been eliminated in the governmental and
business-type activities columns of the statement of net assets, Amounts reported in the fimds as receivable from or
payable to fiduciary funds are included in the statement of net assets as receivable from and payable to external parties.

C. Measurement Focus and Basis of Accounting

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




DILLON COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
June 30, 2012

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

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

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

In the government-wide financial statements, and in the governmentak fund types in the fund financial statements, certain
assets are recogrized in connection with a transaction before the eamnings process is complete. These assets are generaily
offset by a corresponding liability for deferred revenue, commonly referred to as unearmed revenue, Deferred revenue, in
the government-wide statements and in the governmental fund financial statements, is represented by various deposits on
contracts. The governmental fund financial statements report certain assets that are not yet available to finance
expenditures for the current fiscal period and are classified as deferred revenue comimonly known as unavailable revenue,
Unavailable revenue in the povernmental funds is represented by loans receivable in the grant fund.

D, Assets, Liabilities and Net Assets or Equity

Cash and cash equivalents

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

Investments
The County’s investments are made in accordance with State of South Carolina statutes. The County reports is
investments at fair value which is normally determined by quoted market prices.

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

All trade and property tax receivables are shown net of an allowance for any that are uncollectible. The property tax
receivable allowance is equal to 14.6 percent of outstanding property taxes at June 30, 2012,

15



DILLON COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
June 30, 2012

Inventories and prepaid items

Inventories are vahied at lower of cost or market using the first-in/first-out (FIFO) method. The costs of governmental
fund-type inventories are recorded as expenditures when consumed rather than when purchased. Inventories in the
general fund consist of fuel, cleaning supplies and postage. Prepaid items consist of insurance coverage paid for in
advance,

Capital Assets

Capital assets include property, plant, equipment, and infrastructure assets (e.g., roads, sidewalks, and similar items) and
are reported in the applicable govermmental activities colmnns in the goverument-wide financial statements. Capital
assets are defined by the government as movable personal property with a unit cost in excess of $5,000 and an estimated
useful Jife in excess of two years and depreciable land improvements, buildings and improvements, and tangible assets
costing in excess of $50,000. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation. The costs of
normal maintenance and repairs that do not add to the value of the asset or materially extend assets’ lives are not
capitalized. Major outlays for capital assets and improvements are capitalized as projects are constructed,

Depreciation is computed using the strai ght-line method over the estimated useful lives of the assets, generally 15 to 50
years for buildings and land improvements and 5 to 10 years for machinery, equipment, and vehicles, A half year of
depreciation is taken the year the asset is placed in service and in the year of disposition.

Inter-fimd Receivables and Payables

Short-term advances between funds are accounted for in the appropriate inter-fund receivable and payable accounts as
“due to/from” funds.

Real Estate Held for Resale
Real estate held for resale is recorded at the lower of cost or its net reatizable value.

Deferred Revene
Deferred revenue arises when assels are recognized before revenue recognition criteria have been met. Grants received
before applicable expenditures have been made are recorded as deferred revenue.

Compensated Absences

Itis the County's policy to permit employees to accumulate earned but unused vacation pay benefits. All vacation pay is
accrued when incurred in the government-wide financial statements. A lability for these amounts is reported in
governmentat funds only if they have matured, for example, as a result of employee resignations and retirements.

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities in
the applicable governmental activities statement of net assets. Bond preminms and discounts, as well as issuance costs,
are deferred and amortized over the lives of the bonds using ihe effective interest method. Bonds payable are reported

net of the applicable bond premium or discount. Bond issnance 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
reporied as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures,




DILLON COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
June 30,2012

Future Landfill Closure and Post-Closure Care Costs

In accordance with GASB Codificatios Sec. L10, the County recognizes expenses for landfill closure and post-closure
care.costs over the life of the landfll's operation in proportion to the usage of the landfill's total capacity. Federal and
state regulations related to landfill closure procedures are comprehensive and require post-closure care and mounitoring
for a period extending either twenty (20) years, for construction and demolition waste landfills, or thirty (30) years, for
municipal solid waste landfills, after closure,

Property Taxes

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

Governmental Fund Balances
Fund balance is divided into five classifications based primarily on the extent to which the County is bound to observe
constraints imposed upon the use of the resources in the applicable governmental fund. The classifications are as follows:

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

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

e Committed: The committed fund balance classification includes amounts that can be used only for
the specific purposes imposed by formal action (ordinance or resolution) of the County Council.
Those committed amounts cannot be used for any other purpose unless County Council removes or
changes the specified use by taking the same fype of action (ordinance or resolution) it employed to
commit those amounts previously. In contrast to fund balance that is restricted by enabling
legislation, committed fund balance classification may be redeployed for other purposes with
appropriate due process, Consiraints imposed on the use of committed amounts are imposed by
County Council, separate from the authorization to raise the underlying revenue; therefore,
compliance with these constraints is not considered 1o be legally enforceable. Committed fund
balance also incorporates contractual obligations to the extent that existing resources in the fund
have been specifically committed for use in satisfying those contractual requirements,

o Assigned: Amounts in the assigned fund balance classification are intended to be used by the County
for specific purpeses but do not meet the criteria to be classified as restricted or committed. In
governmental funds other than the general fund, assigned fund balance represents the remaining
amount that is not restricted or cominitted. In the peneral fund, assigned amounts represent intended
uses established by County Council or by a County official or body to which Council has delegated
the authority to assign amounts to be used for specific purposes.
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o Unassigned: Unassigned fund balance is the residual classification for the general find and includes
all spendable amounts not contained in the other classifications. In other governmental funds, the
unassigned classification is used only to report a deficit fund balance resulting from overspending
for specific purposes for which amounts had been restricted, committed, or assigned.

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

Net Assets
The County's net assets are classified as follows:

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

Restricted net assets: Restricted net assets include resources in which the County is legally or contractually

obligated to spend resources in accordance with restrictions imposed by external third parties such as state laws and
lenders.

Unrestricted net assefs: Unrestricted net assets represent resources which may be used to meet curvent expenses for
ainy purpose.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States

of America requires management to make estimates and assumptions that affect certain reported amounts and disciosures,
Accordingly, actual results could differ from those estimates.

H. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
AlJune 30, 2012, the Economic Development special revenue fund reported a deficit of $128,193.
I1I. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS

A. Cash and Investments

Cash Deposits

As of June 30, 2012, the carrying amount of the government’s bank deposits (including investments) was $25,718,125
and the respective bank balances totaled $25,730,170. Of the tota) bank balances, $2,311,250 was insured through the

Federal Depository Insurance Corporation (FDIC). The remaining $23,4 18,920 was collateralized with securities held by
the financial institutions in the government’s name,

Investments

The County juvests funds in accordance with South Carolina law applicable to local government deposits and
investments.

Atyear end, the County’s investments consisted of bank certificates of deposit totaling $2,528,854 which matured in less
than a year.
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As of June 30, 2012, the County also maintained $218,457 in the South Carolina Pooled Investment Fund. The South
Carolina Pooled Investment Fund {the “Pool”) funds are invested with the South Carolina State Treasurer’s Office, which
established the Pool pursuant to Section 6-6-10 of the South Carolina Code. The Pool is an investment trust fund, in
which public monies in excess of current needs, which are under the custody of any city treasurer or any governing body
of a political subdivision of the State, may be deposited. The Pool is a 2a 7-like pool which is not registered with the
Securities and Exchange Commission (“SEC”) as an investment company, but has a policy that it will operate in a manner
consistent with the SEC’s Rule 2a 7 of the Investment Company Act of 1940, In accordance with GASB Statement No.
31, “decounting and Financial Reporting for Certain Investments and for External Investment Pools”, ivvestiments are
carried at fair value determined annually based upon quoted market prices, The total fair value of the Pool is apportioned
to the entities with funds invested on an equal basis for each share owned, which are acquired at a cost of $1.

Credit Risk

State law limits local government investments 10 (1) obligations of the United States and agencies thereof; (2) general
obligations of the State of South Carolina or any of its political units; (3) savings and loan association deposits to the
extent insured by the Federal Deposit Insurance Corporation (FDIC); (4) certificates of deposits and repurchase
agreements collateralized by securities of the type described in (1)} and (2) above held by a third party as escrow agent or
custodian, at a market value not less than the amount of certificates of deposit and repurchase agreements so secured,
including interest; and (5) no load open and closed-end portfolios of certain investment companies with issues of the US
Government, The County has no investment policy that would further limit its investment choices. As of year-end, the
County’s investment in the South Carolina Pocled Investment Fund was unrated.

Interest Rate Risk
The government has no formal investiment policy that limits investment maturities as a means of managing its exposure to
fair value losses arising from fluctuating interest rates.

B. Receivables, Deferred Revenue, and Unearned Revenue

Receivables as of year-end for the government’s individual major funds, including the applicable allowances for
uncollectible accounts are as follows:

Capital Nonmajor Total
General Projects Governmental  Governmental
Fund Fund Funds Funds
Taxes

Property § 531,433 $ - & 73,879 $ 605,312
Franchise and sales 35,496 - - 35,496
Accounts 3,426,984 - - 3,426,984
Intergovernmental 1,703,405 - 761 1,704,166
Other 8,033 - 578 8,611
Gross receivables 7 5,705,351 - 75,218 5,780,569
Less, allowance for uncollectibles (3,013,439 - (10,464) (3,023,903
Net total receivables $ 2,691,912 $ -8 64,754 $ 2,756,666

Governmental fands report deferred revenue in connection with receivables for revenues that are not considered to be
available to liquidate liabilities of the current period. Governmental funds also defer revenue recognition in connection
with resources that have been received, but not yet earned. At the end of the current fiscal year, the components of
deferred revenue and unearned revenue reported in the governmental funds were as follows:
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Unavailable Uncarned
Delinquent property taxes and fees receivable (general fund) $ 284,153 $ -
Delinquent property taxes and fees receivable (delt service fund) 37,171
Unearned Local Option Sales Tax revenue (general fund) 339,609
Unearned grant revenue {generat fund) - 126,735
$ 321,324 $ 466,344
C. Capital Assets
Capital asset activity for the County for the year ended June 30, 2012 was as follows:
Beginning Ending
Balance Increases Becreases Transfers Balance
Governmental activities:
Capital assets nof being depreciated:
Construction inn progress $ 524,018 $ 131,467 $ 37,450 $ (429,936) § 188,009
Land 1,359,999 35410 103,150 8,000 1,300,259
Total capital assets not being depreciated 1,884,017 166,877 140,600 (421,936) 1,488,358
Capital assets being depreciated:
Buildings and improvements 27,948,097 243,660 - 15,165 28,206,922
Heavy equipment and vehicles 6,435,054 444,694 22,592 . 6,857,156
Equipment and fumishings 4,614,982 223,198 - - 4,338,180
Infrastructure 7,644,299 1,563 - 406,771 8,052,633
‘Fotal capital assets being depreciated 46,642,432 913,115 22,592 421,936 47,954,891
Less accumulated depreciation for:
Buildings and improveinents 16,392,248 723,350 - - 17,115,598
Heavy equipment and vehicles 4,633,890 548,455 20,809 5,161,536
Equipment and fumishings 4,072,754 234,930 - 4,307,684
Infrastructure 2,614,382 501,552 - - 3,115,934
Total accummlated depreciation 27,713,274 2,008,287 20,809 - 29,700,752
Total capital assets heing depreciated, net 13,929,158 (1,095,172) 1,783 421,936 18,254,139
Governmenlal activities capital assets, net $ 20,813,175 § (928,295) 5 142,383 $ - $ 19,742,497

Depreciation expense was charged to the County’s governmental functions/programs as follows:

General government administration

Administration of justice

Public safety and law enforcement

Public works
Sanitation

Economic development
Social services

Culture and recreation

Total depreciation expense - governmental activities
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$

467,887
4,345
286,130
467,517
100,998
1,538
1,354
78.518

2,008,287
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D. Inter-fund Receivables and Payables

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

Receivable Fund Payable Fund Amount
Capital Projects Fund Generaf Fund $ 2,034,417
Debt Service Fund General Fund 1,670,818
Sheriff Discretionary Fund General Fund 779,646
Saniee Cooper Grant Fund General Fund 1,237
Accommodations Tax Fund General Fund 14,696
Clerk of Court Child Support Discretienary Fund General Fund 169,588
Fiduciary Fund General Fund 104,640
General Fund Economic Development Fund 128,193

$ 4,843,235
E. Capital Lenses
The County has entered into lease agreements to finance acquisition of buildings and heavy equipment. The lease

agreements qualify as capital leases for accounting purposes and, therefore, have been recorded at the present value of the
future minimum lease payments as of the inception date. Assets acquired through capital leases are as follows:

Governmenial
Aclivities
Assel:
Heavy equipment 5 371,310
Less: accumulated depreciation (62,218)
Net 3 309,092

Foture minimin lease obligations and the net present value of these minimuin lease payments as of June 30, 2012, were:

Governmental
Year Ending June 30, Activities
2013 3 42,904
2014 42,904
2015 42,904
2016 225,028
Total minimunt lease payments 353,740
Less: amount representing inferest (30,136}
Present value of minimum lease payments $ 323,604

F. Long-term Debt
General Obligation Bonds Payable. The County has issued general obtigation bonds Lo provide for construction and

purchase of capital assets. General obligation bonds have been issued only for general government activities, General
obligation bonds are direct obligations and pledge the full faith and credit of the government. General obligation bonds

2]
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outstanding as of June 30, 2012 are as follows:

General obligation bond, Series 2005A, payable in annual instatlments varying
from $72,562 1o $75,124, including interest at 3.66%, maturing April 2013 $ 70,600

General obligation bond, Series 2005B, payable in annual instaliments varying
from $166,320 to $168,367, including interest at 3.95%, maturing April 2013 160,000

General obligation bond, Series 2008, payable in annual installments varying from
$186,232,180 to $190,772, including interest at 3.12%, maturing April 2014 360,000

Generat obligation bond, Series 2009, payable in ammual installments varying from
564,874 to $73,886, including intercst at 4.25%, maturing April 2017 723,125

General ebligation bond, Series 2009, payable in annual installments varying from
$151,186 10 $169,066, including interest at 2.68%, maturing Apri) 2019 450,000

_S L1615

During the year, the County authorized, but did not issue, a $1.5 million dollar general obligation bond and a $985,000
refunding general obligation bond,

Annual debt service requirements to maturity for general obligation bonds are as follows:

Year Ending June 30, Principal Interest Total
2013 b3 385,625 $ 62,907 § 648,532
2014 380,625 41,752 422,377
2015 205,625 28,608 234,233
2016 220,625 20,811 241,436
2017 225,625 12,455 238,080
2018-2019 145,000 5,896 150,896
Total $ 1783125 % 172429  § 1,935,554

Special Revenue Bonds Payable. The County has issued special sonrce revenue bonds to finance construction of
infrastructure in an industrial park and at a commercial site, Under terms of these bonds, the government has pledged
income from fees in lieu of taxes derived from the acquired or constructed assets to pay debt service. The County’s
Revenue bond outstanding at June 30, 2012 was as follows:

Special seurce revenue bond, Series 2007, payable in annual installments varying

from $78,803 10 $93,460, including interest at 3.74%, from net fee payments in

licu of taxes derived from Mulli-County Industrial Park in excess of amounts not

otherwise pledged fo secure general obligation debt, maturing April 2015 S 234,000

$ 234,600

Annual debt service requirements to maturity for the outstanding special source revenue bond are as follows:

Year Ending June 30, Principal Interest Total
2013 3 79,000 § 7632 % 86,632
2014 79,000 5,718 84,718
2015 76,000 2,303 78,803
Total 3 234,000 § 16,153  § 250,153

22




DILLON COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
June 30, 2012

Landfill Closnre and Post Closure Costs

State and federal laws and regulations require the County to place a final cover on its landfill sites when it stops
accepting waste and to perform certain maintenance and monitoring functions at the sites for 30 years after closure. In
accordance with state law, the County closed its municipal solid waste landfill in fiscal year 1996. The County closed
its industrial waste landfill in fiscal year 2009. The County continues {o operate its C&D landfill which it estimates is
at 50% of capacity. The capacity has been increased by opening additional cells at the landfill,

Although closure and post closure care costs are paid only near or afler the date that fandfills stop accepting waste, the
County reports a portion of these costs as an operating expense in each period based on landfill capacity used as of each
balance sheet date. The $3,733,098 reported as the accrual for landfill closure and post-closure costs at June 30, 2012 is
calculated as follows: :

Percensage Estimated Costs Recognized Balance
of Capacity To Be
Landfill Site Used Closure Post-closure Total Recognized
Municipal Solid Waste Closed $ - 5 858098 5 858,098 §
Industrial Waste Closed - 1,656,000 1,650,000 -
C&b 0% 400,000 $25,000 1,225,000 1,225,000
Totals $ 400,000  $3,333,098  § 3,733,008  §1,225.000

"These amounts are based on what it would cost to perform all closure and post-closure care in fiscal year 2012 and are
based on engineering estimates subject to change due to inflation, deflation, technology, and/or applicable laws and
regulations. The County anticipates that available resources will be the primary source of funds to pay the cost of
closure and post-closure care. During fiscal 2012, the County expended $749,029 in landfill closure and post-closure
costs.

Changes in long-term liabilities, Long-term liability activity for the year ended June 30, 2012 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Governmental activities:
General obligation bonds $ 2,333,750 $ - § 570,625 51,763,125 $ 585,625
Special souree revenue bond 313,000 - 79,000 234,000 79,000
Capital Jease 541,948 - 218,344 323,604 33,690
Compensated abscnces 421,039 315,400 281,935 454,504 285,600
Provision for landfilt elosure and post-closure costs 4,209,486 - 476,388 3,733,008 120,000
Govemnmental activity long-term liabilities § 7819213 S 315400 S 1,626,292 $6,508331  $1,102,715

1V. OTHER INFORMATION

A. Risk Management

The County is exposed to various risks of loss related to torts, theft of, damage to and destruction of assets, errors and
omissions, and job related illnesses and accidents, The County pays premiums to a public entity risk pool for workman's
compensalion insurance and for property and casualty coverage. The public entity risk pool promises to pay to or on
behalf of the insured for covered economic losses sustained during the policy peried in accord with insurance policy
and benefit program limits. Management believes such coverage is sufficient to preclude any significant minsured
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tosses for the covered risks. There has been no significant reduction in coverage and amounts of settlements have not
exceeded coverage in any of the last three years.

The County is also subject to risks of loss from providing health, life, accident, dental, and other medical benefits to
employees, retirees, and their dependents, The County has enrolled substantially all its employees in the State’s health
insurance plans administered by the South Carolina Budget and Control Board.

B. Pension Plan

County employees participate in either the South Carolina Retirement System {SCRS) or the South Carolina Police
Officers Retirement System (PORS), depending on their particular duties. Both plans are administered by the South
Carolina Retirement System and are classified as cost-sharing multiple-employer defined benefit plans, Public
Employee Retirement Systems (PERS). SCRS and PORS provide retirement and disability benefits, cost-of-living
adjustments and death benefits to plan members and beneficiaries. Benefit provisions for SCRS are established
pursuant to Section 9-1-20 of the 1976 South Carolina Code of Laws. Benefit provisions for PORS are established
pursuant to Section 9-11-20 of the Code. The South Carolina Retirement System issues a publicly available stand-
alone report, which may be obtained by writing to South Carolina Retirement System, P.O. Box 11960, Columbia,
South Carolina 29211 or by calling 803-737-6800.

SCRS and PORS members are required to contribute 6.5% of their annual covered salaries, and the County is required
to contribute at an actuarially determined rate. The current actuarially determined rates are 9.385% for the SCRS and
11.363% for the PORS. The contribution requirements of the plan members and the County are established and may be
amended by the South Carolina General Assembly.

The County’s contributions (which equaled required confributions) to the SCRS were $428,024 for fiscal 2012,
$443,800 for fiscal 2011, and $424,829 for fiscal 2010. The County’s contributions (which also equaled required
contributions) to the PORS were $304,316 for fiscal 2012, $291,974 for fiscal 2011, and $261,096 for fiscal 2010.

C. Deferred Compensation Plans

Certain County employees participate in one of two optional deferred compensation plans which are available to them
in conjunction with the State Retirement System, The multiple-employer plans, created under Internal Revenwe Code
Sections 457 and 401(k) are administered for the State Retirement System by third parties. Compensation deferred
under the plans is placed in trust for the contributing employee. The State has no liability for losses under the plans.
Employees may withdraw the current value of their contributions when they terminate their employment with the

County. Employees may also withdraw contributions prior to termination if they meet requirements specified by the
applicable plan,

D. Other Post Employment Benefits

Plan Description

In fiscal 1994, Dillon County Cowncil passed an ordinance to provide for a single-employer defined benefit post-
retirement health benefit plan for retirees who meet certain length of service requirements. Employees with 28
consecutive years of service covered by the South Carolina Retirement System, employees with 25 years of consecutive
service covered by the Police Officers Retirement System, and County Council members with 12 years of service are
eligible to be covered under this plan. Benefits are effective at date of retirement or when the employee is eligible for
retirement benefits. Among other provisions, qualifying employees are eligible to receive continuing health insurance
coverage with the County paying 100% of the employer’s portion of the retiree only insurance premiums. The balance
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is paid by the retired employee. Early retirees are eligible to be on the plan at their own expense. The County's regnlar
insurance providers underwrite the retirees' policies. There is no stand-alone financial report for the plan,

As of July 1, 2010, the measurement date for the plan year, there were 234 covered participants; 12 members were
retirees receiving benefits and 222 were active participants.

Funding Policy

The plan was established and may be amended by County Council. The County currently finances the plan on a pay-as-
you-go basis. During fiscal 2012, the County paid $42,418 (approximately 49% of the total premiums) to cover current
premiums for plan participants. Plan members receiving benefits contributed $44,711, or approximately 51% of the
total premiums, through their required contributions.

Annual OPEB Cost and Nef OPEB Obligation

In the County’s statement of activities, the annual cost (expense) for other post employment benefits (OPEB) is
calculated based on the annual required contribution (ARC) of the employer, which is actuarially determined based on
the requirements and parameters of GASB Statement 45, Accounting and Financial Reporting by Employers for Post
Employment Benefits Other Than Pensions. The ARC represents the amount of funding required that, if paid on an
annual basis, is projected (o cover the normal cost for each year plus the amount necessary to amortize any unfunded
liability over a period not exceeding 30 years. The following table shows the components of the County’s annual
OPEB cost for the year, the amount actually contributed to the plan and any changes in the County’s obligation under
the plan:

Annal required contribution {ARC) for current year: § 230,043
Interest on unfunded OPEB obligation 21,132
Adjustment to ARC (359,047
Amnual OPEB cost (expense) 212,128
Less: acteal contributions (42,418)
Increase in net OPEB obligation 169,710
Net lizbility for OPEB, beginning of year 482,193
et lisbility for OPEB, end of year 5 651,903

The County’s annual OPEB cost, the percentage of annnal OPEB cost contributed to the plan, and the net OPEB
obligation for 2012, 2G11, and for 2010 was as follows:

Fiscal Year Anneal Percentage of
Ended OPEB Anaval GPEB Net OPEB
June 30, Cost Cost Contributed Obligation
2010 5 189,563 20.7% $ 3353825
2011 § 167,097 12.4% $ 482,193
2012 $ 212,128 20.0% $ 651,503
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Funded Status and Funding Progress
The funded status of the plan as of the year end was as follows:

Actuarial accrued liabilities (AAL): $ 2,175,486
Actuarial value of plan assets:

Unfunded AAL (UAAL): $ 2,175,486
Funded ratio; 0%
Covered payroll: $ 6,899,811
UAAL as a percentage of covered payroll: 3L.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 fature, 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, presented as required
supplementary information following the notes to the financial statemets, presents multi-year trend information about
whether the actuarial value of plan assets in increasing or decreasing over time relative to the actuarial accrued
Habilities for benefits,

Actuarial Methods and Assumptions

The Projected Unit Credit actuarial cost method is used to calculate the GASB ARC for the County’sretiree health care
plan, Using the plan benefits, the present health premiums and a set of actuarial assumptions, the anticipated future
payments are projected. The projected unit credit method then provides for a systematic funding for these anticipated
payments. The yearly ARC is computed to cover the cost of benefits being earned by covered members as well as to
amortize a portion of the unfunded accrued liability.

Projections of health benefits are based on the plan as understood by the County and include the types of benefits in
force at the valuation date and the pattern of sharing benefit costs between the County and the County’s employees to
that point. Actuarial calculations reflect a long-term perspective and employ methods and assumptions that are designed
to reduce short-term volatility in actuarial accrued liabilities and the actuarial vatue of assets. Significant methods and
assumplions were as follows:

Actuarial Methods and Assumptions

Investment rate of retumn 4,50%, net of expenses

Actuarial cost method Projected Unit Credit Cost Method

Amortization method Level as a percentage of employee payroll

Amortization Period Open, 30-year period

Salary Growih 3.00% per annum

Inflation 3.00% per annum

Prug Trend Starting at 8.0% for 2011, 7.75% for 2012 and 2013, 7.25% for
2014, and then decreasing by .25% lo 4.5% per year for years afier
2024

Medical Trend Starting at 7.25% and remaining level for 3 years, then decreasing by

-25% per year to 4.5% per year for years afier 2024

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of events
in the future. Amounts determined regarding the funded status and the annual required contributions of the County’s
retiree health care plan are subject to continual revision as actual results are compared to past expectations and new
estimates are made about the future. The required schedule of funding progress presented as required supplementary
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information provides multiyear trend information that shows whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits.

E. Joint Yenture

Dillont County is a participant in 4 joint venture with Marion and Marlbore Counties to develop an industrial park
located i Dillon County. The three counties committed to contribute $250,000 each to provide infrastructure to the
park, a commitment Dillon County met in fiscal 2007. Additional funding for the park is coming from state grants and
loans. Once the park is operating, the three counties will split equally all new tax revenues and expenses from the park
for 20 years.

F. Related Party Transactions

The County provides office space to several state agencies and the Dillon Comnty Chamber of Commerce, all at no
charge. The County provides office space to the City of Dillon in the City-County Complex building. In exchange for
use of the space, the City pays one-third of the operating expenses of the building which totaled $18,923 for fiscal
2012,

G. Construction Commitments

At year end, the County had one outstanding construction contract totaling $239,390. Retainage payable on this
contract at June 30, 2012 was $8,694,

H. Contingent Liabilities

Amonunts received or receivable from grant agencies are subject to audit and adjustment by grantor agencies, principally
the federal government. Any disallowed claims, including amounts already collected, may constitute liabilities of the
applicable funds. The amount, if any, of expenditures which may be disatlowed by the grantor cannot be determined at
this time although the government expects such amounts, if any, to be immaterial.

1. Subsequent Events

Management has evaluated subsequent events through December 10, 2012, the date the financial statements were
available to be issned.
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DILLON COUNTY, SOUTH CARCLINA

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE —
BUDGET AND ACTUAL -- GENERAL FUND
For the Year Ended June 30, 2012

Variance with
Final Budget-

Budgeted Amounts Actual Over
Original Final Amounts {Under)
REVENUES
Property taxes and vehicle fees 3 1,431,200 $ 7431200 0§ 7,793,114 § 361,974
Sales taxes 1,892,302 1,892,302 1,765,650 (126,652}
Intergovernmental revenue 2,060,000 2,060,000 2,724,164 664,164
Licenses and permits 290,200 280,200 287,959 (2,241)
Charges for services 4,190,068 4,190,068 4,544,199 354,131
Fines, fees, and forfeitures 818,800 818,800 691,317 (127,483)
Interest income 40,000 40,000 5,115 {34,385)
Other 55,000 35,0060 58,839 3,839
Total revenues 16,717,570 16,777,570 17,870,417 1,092,847
EXPENDITURES
General government administration:
Assessor 341,898 341,898 332,692 (9,206)
Audit 44,000 44,000 42,750 (1,250}
Auditor 98,121 98,121 92,629 {5,492)
City/County building 40,000 40,000 62,056 22,056
Code enforeement/building inspection 143,310 143,310 157,730 14,420
Computer services/information technology 225,000 225,000 201,977 (23,023
County atiorney 61,060 61,060 63,441 2,381
County council 649,795 649,795 768,357 118,562
Delegation contingencics 6,600 6,600 1,737 1,137
Election/Registration 33,515 53,515 39,578 {13,937}
Insurance 577,850 577,850 282,501 (295,349
Planning 63,510 65,510 69,015 3,505
Pubtic building maintenance 402,790 402,790 359,213 (43,577}
Purchasing 174,160 174,160 102,647 {71,513)
Registration Board 101,286 101,286 94,546 (6,740)
Retirees health insurance - - 42,418 42,418
Treasurer 371,867 371,867 359,119 {12,148)
Miscellaneous 17,922 17,922 46,269 28,347
3,374,684 3,374,684 3,125,275 {249.409)
Administration of Justice:
Clerk of court 502,360 502,360 480,351 (22,609)
Judge expenses 5,500 5,500 19,651 14,151
Jurors 37,000 37,000 25,574 (11,426)
Law Library 20,000 20,000 20,207 207
Magistrates 365,283 365,283 334,328 (30,953)
Solicitor . 90,000 90,000 90,000 -
Public Defender 54,000 54,000 54,000 -
Probate judge 176,308 176,308 154,834 (21,474)
1,250,451 1,230,451 1,178,945 (71,506)
continwed

See independent auditers’ report and notes to required supplementary information.
3]



Paublic Safety and Law Enforcement;
Ambulance service
Animat/litter control

Coroner

Detention Center

Disaster preparedness

E911 Service

Fire Department - #3

Fire Department - Latta

Fire Department - Dillon
Fire Department - Gaddy’s
Fire Department - Lake View
Fire Department - Qak Grove
Rescue squad

Rural fire

Sheriff

Victims assistance

MisceHaneous

Public Works:

Alrport maintenance

Regional airport authority

Roads and bridges

Street lights

Transporiation Committee/C Funds

Sanitation:
Convenience sites
Recycling Center
Transfer station
Wasle tire disposal

Econemic Development:
Clernsen Extension Service
Development Board

Little Pee Dee River Commission
Northeastern Technical College
Pee Dee Coalition

DILLON COUNTY, SOUTH CAROLINA

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE —
BUDGET AND ACTUAL -- GENERAL FUND

For the Year Ended June 30, 2012

Page 2 of 3

Variance with
Final Budpet-

Budgeted Amounts Actual Over
Original Final Amounts {Under)

1,069,751 1,069,751 1,094,923 25,172
131,684 131,684 159,848 28,164
£9,804 89,804 116,415 26,611
2,474,000 2,474,000 2,393,324 (80,676)
81,904 $1,904 95,140 13,236
844,603 780,105 780,105 -
89,190 89,150 94,790 5,600
105,940 105,940 141,189 15,249
194,830 194,830 199,527 4,697
162,885 162,885 176,283 13,398
160,112 160,112 148,123 {11,989)
74,275 74,275 69,431 (4,844)
45,000 45,000 43,035 (1,965)
37,500 37,500 30,809 {6,691)
2,038,600 2,038,600 2,172,634 134,034
77,960 71,960 40,673 (37,287)
- - 9,747 9,747
7,673,038 7,613,540 7,765,996 152,456
8,500 8,500 5,455 {3,045)
19,600 19,600 19,237 (363)
885,600 885,600 842,217 {43,383)
10,378 10,378 11,690 1,312
10,000 10,000 10,769 769
934,078 934,078 889,368 (44,710)
309,420 309,420 368,733 59,313
10,800 10,800 3,207 {7,593)
1,447,561 1,447,561 2,403,471 935,910
40,000 40,000 50,112 10,112
1,807,781 1,807,781 2,825,523 1,017,742
3,000 3,000 3,000 -
125,908 125,908 129,650 3,742
5,000 5,000 18,960 13,960
114,000 114,000 114,000 -
900 900 900 -
18,734 18,734 19,237 503

Pee Dee Regional Council of Governments

See independent auditors® report and notes to required supplententary information
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DILLON COUNTY, SOUTH CAROLINA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

BUDGET AND ACTUAL -- GENERAL FUND

For the Year Ended June 30, 2012

Pee Dce Regional Transportation Authority
Soil Conservation Service
Economic development projects and centifications

Social Services, Health, and Wellare:
Alcohol and Drug Abuse

Council on Aging

Depariment of Social Services

Health Depariment

Indigent medical care

Veteran Affairs

Miscellaneous

Culiure and Recreation:
Library
Recreation

Debt Service:
Principal retirement
Interest

Capital Ouilay:

General government administration
Administration of justice

Public safety and law enforcement

Public works

Santitation

Social services, health, and welfare
Culture and recreation

Total expenditures

Excess (deficiency} of revenues over (under) expenditures

OTHER FINANCING SOURCES
Insurance proceeds

Total other financing sources

Net change in fund balance
Fund balance, beginning of year
Fund balance, end of year

Page 3 of 3

Variance with
Final Budget-
Budgeted Amounts Actual Over

Original Final Amounts (Under)
3,000 3,000 3,000 -
28,300 28,300 21,374 (926)
16,868 16,868 249,603 232,135
315,710 315,710 565,724 250,014
6,000 6,000 659 (5,341)
38,410 38,410 31,637 (773)
32,000 32,000 21,121 {4,879)
22,027 22,027 26,434 4,407
65,200 65,260 60,575 (4,625}
74,873 74,873 74,919 46
800 800 2060 (600)
238,310 239,310 227,545 {11,765}
440,889 440,889 441,326 437
149,715 147,775 147,123 {652)
588,664 588,664 588,449 215)
32,159 32,159 32,159 -
14,841 14,841 10,745 (4,096)
47,000 47,000 42,904 (4,096)
56,000 50,000 435,114 385,114
8,000 §,000 - (8,000)
128,878 128,878 236,732 107,854
271,000 271,000 244,652 (26,348)
50,000 50,000 08,063 48,063
1,000 1,000 - (1,000)
- - 5,500 5,560
508,878 508,878 1,020,061 511,183
16,744,594 16,680,096 18,229,790 1,549,694
32,976 97474 (359,373) (456,847)
- - 21,852 27,952
- 27,952 27,952
32,976 97,474 (331,421) (428,895)
10,031,435 10,031,435 10,031,435 10,031,435
$ 10,064,411  $ 10,028,909 § 9,700,014 $ 9,602,540

See independent auditors’ report and notes to required supplemenitary information
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DILLON COUNTY, SOUTH CAROLINA
NOTES TO SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE — BUDGET AND ACTUAL -- GENERAL FUND
June 30, 2012

A. Budget Basis of Accounting
Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the general fund

and the debt service fund. Project length budgets are adopted for the capital projects fund. All annual appropriations
lapse at fiscal year end.

Each year, the County administrator drafis a budget which is presented to County Council for review and approval.
The Council holds public hearings and adopts either the budget or an emergency ordinance for the payment of essential
services or supplies no later than June 30. An annual millage rate to fund the budgeted expenditures is established by
the County Auditor and approved by County Council as part of the budget process.

The appropriated budget is prepared by fund and department. County department heads may make certain fransfers of
appropriations within their own departmental budgets without approval of Council, and the County Administrator may
make certain transfers within departments without approval of Council. The County Administrator may not make
changes between depariments without Council approval. The legal level of budgetary control is the departnent level.

B. Excess of Expenditures over Appropriations
For the year ended June 30, 2012, general fund expenditures exceeded appropriations by $1,549,694, Revenue

exceeding budgeted amounts and insurance proceeds funded $1,120,799 of the over-expendifures. The remaining
amount was funded by reserves,
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DILLON COUNTY, SOUTH CAROLINA

REQUIRED SUPPLEMENTARY INFORMATION --
SCHEDULES OF FUNDING PROGRESS AND EMPLOYER CONTRIBUTIONS — OTHER

POSTEMPLOYMENT BENEFITS ~-DEFINED BENEFIT HEALTH CARE PLAN
For the Year Ended June 30, 2012

Schedule of Funding Progress

Actuarial
value of
Total assets as
unfunded percentage
Actuarial Actuarial actuarial of actuarial UAAl asa
Value of accrued accrued accrued Annual percentage of
Acluarial Plan liability liabitity liability Covered covered
Fiscal Valuation Assets {AAL) (UAAL) {Funded Ratio) Payroll payroll
Year Date (a) {b) {b)-(a) (a/b) (c) {{b-a)c)
2010 7/1/2008 § 1,780,268  § 1,780,268 0% $6,873,168 25.9%
2011 712010 § - 2,175,486  § 2,175,486 0% $ 6,804,655 32.0%
2012 712010 § 2,175,486 5 2,175,486 0% $6,899,811 31.5%

See¢ independent auditors’ report and notes 10 financial statements
p P
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SUPPLEMENTARY INFORMATION
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DILLON COUNTY, SOUTH CAROLINA
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS

June 30, 2012
Special Debt Non-major
Revenue Service Governmenial
Fund Fund Funds
Assets
Cash and cash equivalents 5 1,857 § -3 1,857
Receivables, net of allowance for doubtful accounts 1,339 63,415 64,754
Due from other funds 905,167 1,670,818 2,575,985
Total assets § 908363 § 1734233 & 2,642,596
Liabilities and Fund Balances
Liabilities:
Accounts payable 5 Lo § - 3 1,070
Deferred revenue - 37,191 37,191
Due te other funds 128,193 - 128,193
Total liabilities 129,263 34,191 166,454

Fund Balances:

Unassigned (128,193) - (128,193)
Restricted for: ‘

Administration of justice 110,741 - 110,741
Public safety and law enforcement 780,619 - 780,619
Economic development 15,933 - 15,933
Debt service - 1,697,042 1,697,042
Total fund balances 779,100 1,697,042 2,476,142
Total Jiabilitics and fund balances $ 908,363 § 1,734,233 § 2642596
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DILLON COUNTY, SOUTH CAROLINA

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE - NONMAJOR GOVERNMENTAL FUNDS

For the Year Ended June 30, 2012

Total
Special Debt Nonmajor
Revenue Service Govemnnental
Fund Fund Funds
Revenues
Property taxes $ 21,807 % 1415722 S 1,437,529
Intergovernmental revenus 242,541 - 242,541
Gifts and grants 6,232 - 6,232
Fines, fees, and forfeitures 138,139 - 138,139
Total revenues 408,719 1,415,722 1,824 441
Expenditures
Current
Administration of justice 55,417 55417
Public safety and law enforcement 134,070 184,070
Economic development 202,072 202,072
Debt Service
Principal retirement 835,810 835,810
Interest - 98,144 98,144
Capital Qutlay
Public safety and law enforcement 59,931 - 59,931
Total expenditures 501,490 933,954 1,435,444
Net change in fund balances (92,771) 481,768 388,997
Fund balances, beginning of year 871,871 1,215,274 2,087,145
Fund balances, cnd of year $ 779,100 $ 1,697,042 $ 2,476,142
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DILLON COUNTY, SOUTH CAROLINA
COMBINING BALANCE SHEET - SPECIAL REVENUE FUNDS

June 30,2012
Clerk of
Santee - Cowrt Child
Sheriff’ Cooper Economic Accommodations Support Federai
Discretionary Grant Development Tax Discretionary Grants
Fund Fund Fund Fund Fund Fund Total
Assets
Cash and cash equivalents $ 1,857 & - $ -3 - $ -8 -8 1,857
Receivables, net of allowance for doubtful
accounts - - - - 1,339 - 1,339
Due from other fonds 779,646 1,237 - 14,696 109,588 - 905,167
Total assets § 781,503 5 1237 % - 8 14,696 5 110927 % - $908,363
Liabilities and Fund Balances (Deficit)
Liabilities:
Accounts payable $ 884 3§ - % - 8 - 5 186§ -5 1070
Due to other fands - - 128,193 - - - 128,193
884 - 128,193 - 186 - 120,263

Fund Balances (Deficits)

Unassigned - - (128,193) - - - {128,193)
Restricted for:

Administration of justice - - - - §10,741 - 110,741
Public safety and law enforcement 780,619 - - - . - 780,619
Economic development - 1,237 - 14,696 - - 15,933
Total fund balances (deficits) 780,619 1,237 (128,193) 14,696 110,741 - 779,100
Total liabilities and fund balances (deficits) $ 781,503 0§ 1,237 $ - 8 14,696 $ 10927 % - $908,363
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DILLON COUNTY, SOUTH CAROLINA
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE (DEFICIT) - SPECIAL REVENUE FUNDS
For the Year Ended June 30, 2012

Clerk of
Santee Court Child
Sheriff Cooper Economic Accommaodations Support Federal
Discretienary Grant Development Tax Discretionary Grants
Fund Fund Fund Fund Fund Fund Total
Revenncs
Taxes - property $ - - 5 21,807 8 - $ - $ - % 21,807
Intergovernmenlal revenue - - - 70,529 26,991 142,021 242,541
Gifts and grants 200 6,032 - - - - 6,232
Fines and forfeits 138,139 - - - - - 133,139
Total revenues 138,339 6,032 21,807 70,529 25,991 142,021 408,719,
Expenditures
Current
Administration of justice - - . - 55,417 - 3541 7!
Public safety and law enforcement 55,323 - - - - 128,747 184,070
Economic development - 4,795 150,000 41,277 - - 202,072
Capital outlay
Public safety ard law enforcement 46,657 - - - - 13,274 39,931
Total expenditures 101,980 4,795 150,000 47,277 55,417 142,021 501 ,4901
Wet change in fund balances 36,359 1,237 (128,193) 23,252 (25,426) - (92,771)
i
Fund balances (deficits), beginning of year 744,260 - - {8,556) 136,167 - 871 ,STlJ
Fuond balances (deficits), end of year 5 780,619 5 1,237 § {128,193) 3 4696  § 110,741 $ - % 779,100

|
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DILLON COUNTY, SOUTH CAROLINA
SCHEDULE OF COURT FINE AND ASSESSMENT ACTIVITY AND EXPENDITURES FOR
VICTIMS SERVICES -- REQUIRED BY STATE LAW
For the Year Ended June 30, 2012

General
Sessions Magistrates Probate
Court Courls Court Total
Fines and fees collected § 411,306 § 409,696 % 10,370 $ 831,372
Assessments collected 3,300 340,898 - 344,198
Surcharges collected 1,924 190,534 - 192,458
Fines and fees retained by County {238,452} {392,356) - (631,348)
Assessmenls retained by Coungy (147 (36,097) - {36,244)
Surcharges retained by County - {11,661) - (11,661)
Fines and assessments remitted to State Treasurer 5 177931 % 500474 % 10,370 688,775
Fines and assessments payable to State Treasurer’s Office on June 30, 2012 (72,634)
Fines and assessmenis payable 1o State Treasurer's Office on Jung 30, 2011 85,859
Fines and assessmenis paid to State Treasurer's Office during fiscal year ended June 30, 2012 $ 702,000
Spent on victims' services:
From assessments and surcharges _ 5§ 40,673

From cther funds R

§ 40,673



DILLON COUNTY, SOUTH CAROLINA
SCHEDULE OF LIBRARY REVENUES AND EXPENDITURES BY SOURCE OF FUNDS —
REQUESTED BY THE STATE LIBRARY
For the Year Ended June 30, 2012

Balance Balance
Beginning End
Source of Funds of Year Revenues Expenditures of Year
Local sources
County funds s - $370,517 $ 370,517 $ -
Fees and fines 4,021 8,903 - 12,924
E-rate funds 248 11,218 - 11,466
American Dream grant 995 - - 995
[nterest 29 - - 29
Gifts and donations 250 - - 250
Total local sources 5,543 390,638 370,517 25,664
State sources
State aid - 70,059 70,059 -
Tolal state sources - 70,059 70,059 -
Federal Sources
Grants to States {CFDA No. 45.310) - 750 750 -
Totat federal sources - 750 750
Total all sources $ 5,543 $ 461,447 $ 441,326 $ 25664
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DILLON COUNTY, SOUTH CAROLINA

SUPPLEMENTARY SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2012

Pass-through

Page i of2

Federal Entity
CFDA Identifying Federal
Federal Grantor/Pass-Through Grantor/Program or Cluster Title Number Number Expenditures
Department of Agriculture Pass-through Programs From:
South Carelina Forest Service
Cooperative Forestry Assisiance 10.664 N/A $ 3,000
Cooperative Forestry Assistance 10.664 P12GI00VFAILD 5,000
8,000
South Carolina Department of Social Services
State Administration Matching Grant Food Stamp Program & Food Stamp Fraud 6,376
Total Department of Agricuiture Programs 14,376
Department of Housing and Urban Devclopment Pass-through Programs From:
South Carolina Department of Commerce
Community Devetopment Block Grants/State’s program and Noa-Entittement Grants in Hawaii 14.228 4-RP-10-007 50,000
Total Department of Housing and Urban Development Programs 50,000
Department of Justice Direet Programs:

Edward Byrne Memorial Justice Assistance Grant Program 16.738 2011-DJ-BX-2510 26,570
Subtotal Department of Justice Direct Programs 26,570
Department of Justice Pass-through Programs From:

South Carolina Department of Public Safety

Edward Byme Memorial Justice Assistance Grant Program 16.738 1G10050 11,572

Edward Byme Memorial Jusiice Assistance Grant Program 16.738 1G11028 52,141
Subtotal Department of Justice Pass-through Programs 129,713
Total Departinent of Justice 156,283
Department of Energy Direct Programs:

ARRA - Energy Efficiency and Conservation Block Grant Program 81.128 EPD-14 63,310
Tofal Departinent of Energy 63,310
National Foundation on the Arts and the Humanities, Office of Library Services

Pass-through Programs Fron:

South Carolina State Library

Grants to States 45.310 N/A 750
Total National Foundation on the Arts and the Humanities, Office of Library Services 750
Department of Health and Human Services Pass-through Programs From:

South Carolina Department of Social Services

Family Preservation (CWS$ Part ) 93.556 N/A 69
Temporary Assistance for Needy Families - TANF Block Grant 93.558 N/A 8,236
Continned

See independent auditors’ report and notes (o schedule of expenditures of federal awards.
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Page 2 of 2
DILLON COUNTY, SOUTIl CARQLINA

SUPPLEMENTARY SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2012

Pass-through

Federal Entity
CFDA Identilying Federal
Federal Grantor/Pass-Through Grantor/Program or Cluster Title Number Number Expendiiures
Child Support Enforcement 93.563 N/A 192,890
Child Support Enforcement 93.563 N/A It
Child Suppont Enforcement 93.563 NIA 55418
248,319
Child Care & Development Block Grant 93.575 N/A 104
Child Welfare Services - State Grant ' 93.645 N/A 363
Title TV-E Foster Care 93.658 NiA 3,351
Social Services Block Grant Administration 93.667 N/A 2,030
Medicaid Administrative 93.778 N/A 5,404
Total Department of Health and Human Services 207,876
Department of Homeland Seeurity Pass-through Programs From;
South Carolina Emergency Management Division
Emergency Management Performance Grants 97.042 TIEMPGOI 36,371
Emergency Management Performance Grants 97.042 12EMPGOIL 8,570
44,941
South Carolina Law Enforcement Division
Homeland Security Grant Program 97.067 11SHSP40 6,389
Total Department of Homeland Security 51,330
Total Expenditores of Federal Awards $ 603,925

See independent auditors” report and notes to schedule of expenditures of federal awards.
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DILLON COUNTY, SOUTH CAROLINA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2012

1. Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”) includes federal grant activity of the
Dillon County under programs of the federal government for the year ended June 30, 2012. The information in this
schedule is presented in accordance with the requirements of the Office of Management and Budget (OMB) Circutar A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Because the Schedule presents only a
selected portion of the operations of Dillon County, it is not intended to and does not present the financial position,
changes in net assets, or cash flows of Dillon County.

2. Summary of Significant Accounting Policies

Expenditures reported ont the Schedule are reported on the modified accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in OMB Circular A-87, Cost Principles for State, Local, and ndian
Tribal Governments, wherein certain types of expenditures are not allowable or are limited as to reimbursement. Pass-
through entity identifying numbers are presented where available.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

County Council
Dillon County
Dilion, South Carolina

We have audited the financial statements of the governmental aclivities, each major fund, and the aggregate
remaining fund information of Dillon County, South Carolina (the County), as of and for the year ended June 30,
2012, which collectively comprise the County’s basic financial statements and have issued our report thereon
dated December 10, 2012. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financia] Reporting

Management of the County is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing our audit, we considered the County’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the County’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
County’s internal control over financial reporting.

Qur consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over financial reporting
that might be deficiencies, significant deficiencies, or material weaknesses and therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified. However, as
described in the accompanying schedule of findings and questioned costs, we identified certain deficiencies in
internal control over financial reporting that we consider to be material weaknesses.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A maferial 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. We consider the deficiencies described as items
F52012-01 and F52012-02 in the schedule of findings and questioned costs to be material weaknesses.

Compliance and Other Matters

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

5t
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We noted certain matters that we reported to management of the County in a separate letter dated December 10,
2012.

Dillon County's response to the findings identified in our audit is described in the accompanying schedule of
findings and questioned costs. We did not audit the County's response and, accordingly, we express no opinion
on it.

This report is intended solely for the information and use of management, County Council, others within the
entity, federal awarding agencies, and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

Columbia, South Carolina @iz A Mm kZ(Ja M} ﬁﬁ
December 10, 2012
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

County Councit
Dillon County
Dillon, South Carclina

Compliance

We have audited Dillon County, South Carolina’s (the County) compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and material
effect on each of the County's major federal programs for the year ended June 30, 2012. The County’s major
federal programs are identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants
applicable to each of its major federal programs is the responsibility of the County's management. Qur
responsibility is to express an opinion on the County’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the County’s compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination of the County’s compliance
with those requirements.

In our opinion, the County complied, in all material respects, with the compliance requirements referred to above
that could have a direct and material effect on each of its major federal programs for the year ended June 30, 2012,

Internal Control over Compliance

Management of the County is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs. In
planning and performing our audit, we considered the County’s internal control over compliance with the
requirements that could have a direct and material effect on a major federal program to determine the auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance, Accordingly, we do not express an opinion on the effectiveness
of the County’s internal control over compliance.
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A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A materinl weakness in interial confrol over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material noncompliance with a
type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely
basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance that
might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of management, County Council, others within the
entity, federal awarding agencies, and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

Columbia, South Carolina @/H /) M\Ma /’LUU; 70/)
December 10, 2012
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DILLON COUNTY, SOUTH CAROLINA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

June 30, 2012
A, SUMMARY OF AUDITORS’ RESULTS
Financial Statements Summary of Auditors’ Resulis
1. Type of auditors’ report issued: Unqualified
2. Internal controls over financial reporting:
a, Material weaknesses identified? Yes
b. Significant deficiencies identified not
considered to be material weaknesses? No
3. Noncompliance material to financial
statements noted? No
Federal Awards
1. Internal control over major programs:
a. Material weaknesses identified? No
b. Significant deficiencies identified not
considered to be material weaknesses? No
2. Typed of auditors’ report issued on
compliance for major programs: Unqualified

. Any audit findings disclosed that are required

to be reported in accordance with section 510
{a) of Circular A-133? No

. Identification of major programs:

CFDA Number Name of Federal Program
81.128 ARRA - Energy Efficiency and Conservation Block Grant Program
93.563 Child Support Enforcement

. Dollar Threshold used to distinguish

between Type A and B programs? $300,000

. Auditee qualified as a low-risk auditee

under Section 530 of Circular A-1337 No

Continued
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DILLON COUNTY, SOUTH CAROLINA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

June 30, 2012

B. FINANCIAL STATEMENT FINDINGS

F52012-01
Type:

Criteria:

Conditiort

Cause:

Recommendation:

Response:

Lack of Adequate Internal Controls
Material Weakness

Sound internal control requires that management establish a control environment in
which it assesses the risks of where financial statement fraud and error can occur and
where assels can be stolen, establish control activities to prevent both, and establish a
flow of information and communication to facilitate financial reporting and to monitor
whether controls are effective and functioning as designed.

Dillon County has not developed all internal controls required to safeguard the County’s
assets and to ensure accurate and timely financial reporting. During the current year, the
County did not properly record capitalized assets and did not fully accrue all revenues
and expenditures. These matters were discovered by the CPA consultant hired by the
County, but the internal detect controls failed to identify these matters during the year.
Sound internal controls require timely detection of these matters, not only annual
detection.

Sound internal control requires that staff be properly trained about the nature of
accounts in the County’s accounting records and staff time needs to be available for
reviewing the County’s accounting records. Further, specific employees need to be
formally designated as responsible for maintaining the accuracy of the accounting
records and then held accountable for duties officially assigned to them. This finding
indicates that these key components of internal control are missing in the County’s
management.

We have recommended that the County hire a Finance Director to oversee internal
controls and financial reporting, The County continues to lack a single person specifically
assigned the duty of overseeing the accounting and finance function. The County relies
on its elected Treasurer to perform many of a Finance Director’s typical duties, butas an
elected official, the Treasurer is not formally obligated to perform these tasks. In
addition, the various accounting functions remain fragmented and are not centrally
located. The County did contract with a CPA firm to provide year-end assistance to
ready the County books for audit. This contractual arrangement has minimized the
number and types of journal entries we have had to propose as a result of our audit and
italso has enabled the County to prepare complete financial statements for audit by us.
But outside of this arrangement, the County still has these internal weaknesses that
remain during the year. Additionally, the external CPA cannot be relied upon to identify
all unrecorded or uncorrected amounts.

We recommend that the County seek to identify a skilled person to oversee the daily
financial operations of the County. Additionally, the County should consider expanding
the role of the CPA consultant to incorporate some accounting procedures and training
objectives through out the year.

Dillon County management, under the leadership of the County Administrator, has
reviewed the finding and will make every attempt to update and promote a financial
environment that is indicative of what is defined as a sound internal control environment
in order to produce financial reports. Dillon County has plans under the new
administration to realign our current staff to insure a sound environment that has more
controls. Additional staff resources will enable the finance department to improve
internal controls. This will be reviewed by management, and appropriate changes made
to address the concerns expressed by the auditor,

Continued
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DILLON COUNTY, SOUTH CAROLINA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

June 30, 2012

B. FINANCIAL STATEMENT FINDINGS, Continued

F52012-02
Type:
Criteria:

Condition:

Cause:

Recommendation:

Response:

Lack of Adequate Controls over Payroll and Accounts Payable Processing
Material Weakness

Internal controls over disbursement functions should provide sufficient controls and
segregation of duties to mitigate the likelihood of fraud occurring and not being detected
during the normal course of staff performing their assigned job duties.

The County has not sufficiently restricted access to various components of the payroll
and accounts payable software modules, nor have they provided sufficient information
to allow appropriate personnel to detect fraud were it to occur.

Due to the County’s use of an automated check signing machine, the likelihood of fraud
occurring is increased substantially. Other components of internal control must be
implemented and enhanced to address the inherent fraud risks present when automated
check signing is used. Current controls do not sufficiently address those risks,

We recommend that the County review the software access privileges for staff involved
in the accounts payable and payroll processing functions to limit access to vendor and
employee master files. Additionally, the transaction approval and check signing
functions should be closely reviewed to ensure that controls over check issuance are
strengthened. Finally, the bank reconciliation process should include a step to compare
approved checks issued to those clearing the bank. The curvent process simply compares
the amounts and check numbers to what is in the accounting system. A fraudulent
transaction would be never detected in this process. The County may also consider
utilization of the positive pay service offered by ils bank to increase its detect
capabilities.

The County intends to continue its review of the internal controls over the payroll and
accounts payable disbursement cycles to identify gaps in internal control. Through the
addition of personnel in the finance department, changes in software security privileges,
the addition of steps to the disbursement cycles, and realignment of duties within the
department, these concerns will be addressed. The County Administrator will review the
controls associated with implementation of a payroll service or with the addition of staff.

C. FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

No matters were reported.
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DILLON COUNTY, SOUTH CAROLINA
SUMMARY SCHEDULE OF PRIOR FINDINGS
June 30, 2012

F52011-01 Lack of Adequate Internal Control
Status: Unresolved. Repeated as FS2012-01.
F52011-02 Lack of Adequate Controls over Payroll and Accounts Payable Processing

Status: Unresolved. Repeated as F52012-02.
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County Council
Dillon County
Dilion, South Carolina

In planning and performing our audit of the financial statements of Dillon County, South Carolina (the “County”)
for the year ended June 30, 2012, in accordance with auditing standards generally accepted in the United States of
America, we considered the County’s internal control over financial reporting (internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the Counly’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the County’s internal control.

However, during our audit we became aware of several matters that are opportunities for strengthening internal
controls and operating efficiency. We previously reported on the County’s internal control in our letter dated
December 10, 2012, This letter does not affect our report dated December 10, 2012, on the financial statements of the
County.

We will review the status of these comments during our next audit engagement. We have already discussed the
comments and suggestions with various County personnel, and we will be pleased to discuss them in further detail
at your convenience, to perform any additional study of these matters, or to assist you in implementing the
recommendations. We have summarized our comments as follows:

Recommendation: The County currently has an other post-employment benefits (OPEB) Hability in the
amount of $2,175,486 representing 31.5% of its annual covered payroll cost. The liability increased by
$395,218 as a result of its last actuarial study. The County is currently funding its OPEB liability on the pay-
as-you-go basis. We recommend that the County develop a funding plan for this Hability. This funding plan
must include the funding of a special type of irrevocable Trust, The South Carolina Other Retirement
Benefits Employer Trust (SCORBET) established by the Municipal Association of South Carolina is a
readily available option for the County to begin saving for this liability. Participation in the Trust will
ensure that the County has allocated resources to fund the liability and will also permit it to secure some
reductions in its actuarially determined Hability amount. It is our understanding that members of the Trust
will also be provided an actuarial valuation meeting the reporting requirements outlined by GASB 45.

Based on our review of management’s corrective actions related to prior audit recommendations, we are repeating
the following recommendation.

1) Recommendation: While auditing the landfill accounts receivable aging and management’s bad debt
determination, we did not identify a requirement that formal approval by County Council or the County
Administrator be obtained prior to any significant amounts being written off. We recommend that this
requirement as well as any other prudent practice in this area be established in wrifting,

2) Recommendation; While testing abatements in the Auditor’s office, we noted that the process is entirely
manual and the opportunity for error is significant. We identified various errors during our testing. While
not significant in dollar amount, we recommend the County still consider opportunities to automate this
process to streamline the process, to reduce personnel costs associated with the manual process, and to
reduce the opportunity for errors.

WWW.Ccew(pas.com






3) Recommendation: We recommend that a physical inventory be completed at least every two years to
ensure County assets are accounted for to strengthen controls over capital assets. Any missing assets need
to be identified and investigated.

These suggestions have been discussed with various County personnel and we will be pleased to discuss these
matters in further detail at your convenience.

We wish to thank management for their support and assistance during our audit.

This report is intended solely for the information and use of County Council, management, and federal and state
awarding agencies, is not intended to be, and should not be used by anyone other than these specified parties.

December 10, 2012

Columbia, South Carolina éfw M kwéﬁﬂ.ﬁk/ ) pﬁ
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December 16, 2012

County Council
Dillon County
Dillon, South Carolina

We have audited the financial statements of Dillon County (the “County”) for the year ended June 30, 2012.
Professional standards require that we provide you with information about our responsibilities under generally
accepted auditing standards, Government Auditing Standards, and OMB Circular A-133 as well as certain
information related to the planned scope and timing of our audit. We have communicated such information in
our letter to you dated June 25, 2012. Professional standards also require that we communicate to you the
following information related to our audit,

Significant Audit Findings

Qualitative Aspects of Acconnting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the County are described in the first note to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during the year. We
noted no transactions entered into by the County during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the proper
period.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from those expected. The most
sensitive estimate affecting the financial statements were:

1. Management’s estimate of the obligation for other post-employment benefits is based on actuarial
valuation completed by Gabriel Roeder Smith & Company.

2. Management's estimate of the allowance for doubtful accounts is based on past collection history
and anticipated future collections of amountis reflected in accounts receivable.

3. Management’s estimate of depreciation is based on anticipated useful lives of each asset.

4. Management’s estimate of landfill closure and post-closure costs for purposes of determining the
long-term liability amount.

We evaluated the key factors and assumptions used to develop these estimates in determining that they are
reasonable in relation to the financial statements taken as a whole.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.

Members ef the American fastitute of Certified Public Accountants and the Seuth Carolina Assodation of Certified Public Accountants
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management. The attached
schedule summarizes uncorrected misstatements of the financial statements. Management has determined that
their effects are immaterial, both individually and in the aggregate, to the financial statements taken as a whole.
In addition, none of the misstatements detected as a result of audit procfedures and corrected by management
were material, either individually or in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to
the financial statements or the auditor’s report. We are pleased to report that no such disagreements arose during
the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation fetter dated December 10, 2012.

Management Consultations with Other Independent Accotntants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on cerfain situations. If a consultation involves application of an
accounting principle to the County’s financial statements or a determination of the type of auditor’s opinion that
may be expressed on those statements, our professional standards require the consulting accountant to check
with us to determine that the consultant has all the relevant facts, To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the County’s auditors. However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to our
retention.

This information is intended solely for the use of County Council and management of the County and is not
intended to be and should not be used by anyone other than these specified parties.

Columbia, Scuth Carolina @M ) Ma& LZ{J%M ) \’ﬂ/_’)

December 10, 2012






Dillon County PAJE
Year End: June 30, 2012 Tierifm Frepared By REVIEWEd by
Adjusting Journal Entries VECC 171012043
Date: 7112011 To 6/30/2012 Pufled Tn TA Progress
Number Date Name Account No Relerence Annctatton Debit Credit Recurrence  Misstatemnent
TEHOL B/30/2012 ACCRUED EXPENSES 10-2-0000-0073-G0 N.03 371653
TEHM 6/30/2012 PROF & CONTRACTUAL SERV 18-7-1010-3380-00 N.08 3,715.53
Accrued payables to altorney
(check 009731)
TEHOZ BAA02012  ACCRUED EXPENSES 10-2-0000-0073-00 4777500
TEH02 6130/2012  SITE CERTIFICAFION F0-7-5010-4420-00 5,000.00
TEHO2 6/30/12012 SITE CERTIFICATION 10-7-5010-4420-00 30,000.00
TEHO2 6/30/2082 SITE CERTIFICATION 10-7-5010-4420-00 10,000.00
TEHO2 G38/2012  SITE CERTIFICATION 10-7-5010-4420-00 2,775.00
Record additional payables for
landfid sendces.
WCCO4  6/30/2012 FCB_ - GD {273 DAY} 10-1-3000-0413-00 ADD 145712
WCCO04  8/30/2012 FCB- CD (92 DAY) 10-1-6000-0021-00 AOD 305.51
WCC04  6/30/20f2 ACCRUEDINTEREST 10-1-0000-0049-00 ADD 282.31
WCC04 673072012 INTEREST INCOME $0-4-0200-0224-00 ADQ 2.024.94
Recosd inlerest Income lhat was
not adjusted by client and atso record accrued interest income.
WCCP5  ©/30/2012 DETENT{ON CENTER INMATE FUND 90-1-0004-0018-C0 ABO 2,561.57
WCCO05 8/30/2012 DUE TO OTHERS 96-2-0000-0000-10 ABO 2581567
Activity since culoff of June 25
not recorded
WCCO07 82002012 LEASE PAYMENT 10-74010-3321-00 M.00. 03 3,848.00
WCCO07  8/30/2012 Oebt payable 20-2-0000-0075-00 1.00.03 3,846.00
Record additional principai
payments unrecorded by dignt.
59,923.04 59,523.04

Het Inceme {Loss)

{85,165.56)

1110/2013
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