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INDEPENDENT AUDITORS’ REPORT
To the Honorable Mayor and Members of the City Council

City of Liberty           

Liberty, South Carolina

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund information of the City of Liberty, South Carolina (the City) as of and for the year ended June 30, 2008, which collectively comprise the City’s basic financial statements as listed in the table of contents.  These financial statements are the responsibility of the City’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 Auditing 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 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, the business-type activities, each major fund, and the aggregate remaining fund information of the City as of June 30, 2008, and the respective changes in financial position and cash flows, where applicable, thereof for the year then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 22, 2008, on our consideration of the City’s internal control over financial reporting and on our test of its compliance with certain provisions of laws, regulations, contracts, 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 the internal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards and important for assessing the results of our audit.
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To The Honorable Mayor and Members of the City Council
City of Liberty
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The City of Liberty has not presented management’s discussion and analysis, a narrative overview and analysis of the financial activities of the City for the fiscal year ended June 30, 2008, that the Governmental Accounting Standards Board has determined is necessary to supplement, although not required to be a part of the basic financial statements. 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City of Liberty’s basic financial statements. The accompanying supporting schedules are presented for purposes for additional analysis and are not a required part of the basic financial statements. The accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and also, is not a required part of the basic financial statements of the  City of Liberty. The supporting schedules and the schedule of expenditures of federal awards have been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a whole.  
December 22, 2008
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CITY OF LIBERTY, SOUTH CAROLINA

STATEMENT OF NET ASSETS

JUNE 30, 2008









        Primary Government                                                                        


Governmental
  Business-type







                      Activities        
      Activities     
                     Total                 

ASSETS

Current Assets:

Cash and cash equivalents
 $
886,718
$                 -
$
886,718
Receivables (net of allowance for uncollectibles)



Utility billings

230,586
230,586
Other
50,183
243,176
293,359
Internal balances

683,449
683,449
Due from other governments
148,365
-
148,365
Prepaid expenses

30,301 

20,153 

50,454 


Total current assets
 
1,115,567 

1,177,364 

2,292,931
Non-current assets:

Restricted assets


Cash
265,122
47,056
312,178
Capital assets 



Land
114,668
6,414
121,082
Buildings and system improvements
1,138,002
53,915
1,191,917

Roads, sidewalks and City lots
825,164
-
825,164

Water and sewer lines

4,162,111
4,162,111
Vehicles
668,681
152,731
821,412

Machinery and equipment
628,085
412,722
1,040,807

Furniture and fixtures
9,586
-
9,586
Software
30,193
21,208
51,401
Less accumulated depreciation
     (1,864,843)
     (1,584,194)
(3,449,037)

Deferred charges
                 -

3,130 

3,130 

Total non-current assets

1,814,658 

3,275,093 
 
 5,089,751 


Total assets

2,930,225 

4,452,457 

7,382,682 
LIABILITIES

Current liabilities:

Accounts payable
-
333,260
333,260
Accrued liabilities
95,264
110,861
206,125
Accrued interest
9,783
9,421
19,204
Lease obligations, current
48,892
43,424
92,316
Bonds payable, current
60,436
9,837
70,273
Customer deposits subject to refunds
-
17,157
17,157
Internal balances

683,449 

-

683,449 

Total current liabilities

897,824 

523,960 

 1,421,784 
Non-current liabilities

Compensated absences
40,587
15,369
55,956
Lease obligations, non-current
66,228
50,498
116,726
Bonds payable, non-current

355,137 

219,762 

574,899 
      Total noncurrent liabilities

461,952 

285,629 

747,581 


Total liabilities

1,359,776 

809,589 

2,169,365 
NET ASSETS

Invested in capital assets, net of related debt
1,018,843
2,904,516
3,923,359
Restricted for


Local law enforcement and victims’ assistance
26,923
-
26,923

Recreation and tourism
117,316
-
117,316

Debt service
120,883
-
120,893
Unrestricted

286,484 

738,352 

1,024,836
Total net assets
$ 1,570,449 
$
3,642,868 
$
5,213,317 

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

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2008






                                                                     Net Revenues (Expenses) and 




                                                
                                                
Program Revenues                                              
                    Changes in Net Assets                                                                                                                                                                                                                    




                                                                                                                                 Operating                   Capital                   
                       Primary Government                               
                                                                                                                                                                                                                                                                                         Charges For           Grants and
Grants and
                  Governmental
      Business-Type



Function/Programs

Expenses 
     Services
            Contributions
   Contributions                   Activities          
 Activities                       Total     
Primary government


Government activities



General government
$
388,078
$
717,300
$
-
$
-
$
 329,222                $    
-
$
   329,222





Police
813,767

55,635

52,080
-

(706,052)

-
(706,052)





Fire
469,374
168,000
-
73,913

(227,461)

-
(227,461)



Public Works

357,064

128,886

-
-

(228,178)

-
(228,178)


Recreation
 
280,024

80,942

8,668

17,282
 
     (173,132) 
                   -

(173,132)


Total governmental activities

2,308,307

1,150,763

60,748
 
 91,195
 
  (1,005,601)
                   -
 
   (1,005,601)

Business-type activities



Utility system

1,473,891

1,468,058

-

962,690
                   -
      956,857                   
  956,857




Total primary government
$
3,782,198
$
2,618,821

$
60,748
$
1,053,885                    (1,005,601)
       956,857                  
 (48,744)









General Revenues:





Local taxes


846,836
-
846,836




State-shared revenues



98,248
-
98,248




Fines
69,644
-
69,644




Unrestricted investment earnings


21,326
-
21,326




Restricted investment earnings



-
1,576
1,576




Other revenues

50,411 

-

50,411       





Total general revenues 



1,086,465 
  
         1,576
 
   1,088,041 





Changes in net assets



80,864

958,433

1,039,297

      





Net assets, beginning of year 



1,489,585

2,684,435 
    4,174,020 






Net assets, end of year

                                                                                                 
$
1,570,449
$  3,642,868  
$  5,213,317 
             
The accompanying notes are an integral part of the financial statements.
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CITY OF LIBERTY, SOUTH CAROLINA

BALANCE SHEET

GOVERNMENTAL FUND

JUNE 30, 2008
ASSETS 

Assets:



Cash and cash equivalents


$
886,718


Receivables:




Taxes/fines



162,093



Trade accounts


8,915



Other



27,540



Prepaid expenses
30,301


Restricted assets




Cash and cash equivalents


 
265,122






Total assets


$
1,380,689 

LIABILITIES AND FUND BALANCES

Liabilities:



Accrued payroll liabilities


$
41,080


Accrued liabilities


54,184


Internal balances


683,449


Deferred revenue



39,868




Total liabilities



818,581 

Fund Balances:



Restricted for local law enforcement and victims’ assistance


26,923


Restricted for recreation and tourism


117,316


Restricted for debt service


120,883


Unrestricted, reported in



General fund



 
 296,986





Total fund balances


 
 562,108





Total liabilities and fund balances


$
1,380,689
Fund Balances – Total Governmental Fund


$ 
562,108


Amounts reported for governmental activities in the statement






of net assets are different because:






Capital assets used in governmental activities are not financial







resources and, therefore, are not reported in the governmental fund

1,549,536





Long-term liabilities are not due and payable in the current period







and, therefore, are not reported in the governmental fund

(571,280)





Deferred revenue in the governmental fund is susceptible to full







accrual in the entity-wide statements


     39,868





Accrued interest expense is recorded for government-wide statements









but is not recorded in the governmental fund


     
(9,783)
Net Assets Of Governmental Activities


$
1,570,449
The accompanying notes are an integral part of the financial statements.
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CITY OF LIBERTY, SOUTH CAROLINA

 STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE – GOVERNMENTAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2008
REVENUES:






Taxes
$
843,865







Permits and fees


717,300





Fines and forfeitures


69,644







Shared revenues


236,248







Miscellaneous


280,346






Charges for services

240,463





Total Revenues

2,387,866 


EXPENDITURES:



CURRENT:





Administrative Department


349,199







Police Department


769,111







Fire Department


438,779







Public Works Department


297,797





Recreation Department


235,074





Capital Expenditures


261,930 



DEBT SERVICE:





Principal


112,256





Interest

21,931  





Total Expenditures

2,486,077 
Deficiency of revenues





over expenditures


  
(98,211)
OTHER FINANCING SOURCES:






Capital Lease Obligations



60,280
Deficiencies of revenues and other 

financing sources over expenditures



(37,931)
FUND BALANCE, BEGINNING

600,039 
FUND BALANCE, ENDING
$
562,108 
 


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

RECONCILIATION OF THE STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUND

TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2008
Net change in fund balance-total governmental fund


$
(37,931) 
   



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




The governmental fund reports capital outlays as expenditures. However, in the





statement of activities the cost of those assets is allocated over their estimated





useful lives and reported as depreciation expense. This is the amount by 





which capital outlays of $261,930 exceeded depreciation of $190,300 in the





current period.


71,630



Repayment of debt principal is an expenditure in the governmental fund, but the





repayments reduce long-term liabilities in the statement of net assets. This is the





amount of long-term debt payments. 


112,256



Deferred revenue in the governmental fund is susceptible to full accrual on the entity





wide statement. This amount is a net increase in deferred revenue of $2,971.
2,971



Some expenses reported in the statement of activities do not require the use of current





financial resources and are not reported as expenditures in the governmental fund. This





includes the net increase in compensated absences of $7,062.

        (7,062)



Accrued interest expense is recorded for entity-wide statements but is not recorded in





the governmental fund. This includes the net decrease in accrued interest.


(720)



The governmental fund reports the current year’s increase in capital lease obligations 





as an other financing source. However, in the statement of activities the additional 





financing activity is recorded as an additional liability.



(60,280)


Change in net assets of governmental activities


$
80,864 



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

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 

BUDGET AND ACTUAL – GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

_______________________________________________________________________________________________

                                                                                                                                                                                       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                  AMOUNTS         POSITIVE (NEGATIVE)             

REVENUES:



Taxes
$
779,600
$
779,600 
$
843,865
$
64,265


Permits and fees
634,150 
634,150
717,300
83,150


Fines and forfeitures
100,000
100,000
69,644
(30,356)


Shared revenues
225,000
225,000
236,248
11,248


Miscellaneous
248,300
248,300
280,346
32,046


Charges for services

235,500 

235,500 

240,463

4,963





Total Revenues

2,222,550

2,222,550

2,387,866 

165,316
EXPENDITURES:

    
CURRENT:




Administrative Department
420,568

420,568
349,099
71,469



Police Department
733,943

733,943
769,211
(35,268)




Fire Department
434,643

434,643
438,779
(4,136)



Public Works Department
285,086

285,086
297,797
(12,711)




Recreation Department
207,210

207,210
235,074
(27,864)




Capital Expenditures
88,000
88,000
261,930
(173,930)
    DEBT SERVICE:




Principal
49,000

49,000
112,256
(63,256)




Interest

4,100

4,100

21,931
         
(17,831)


 




Total Expenditures
 
 2,222,550

2,222,550 

2,486,077
       
(263,527)
(Deficit) of revenues





over expenditures
  
 -

                      -

    (98,211)
       
(98,211)
OTHER FINANCING SOURCES:




Capital Lease Obligations

   -

-

    60,280

      60,280






Total Other Financing Sources

- 

- 

60,280

60,280
Revenues and other

financing sources (under)

expenditures     
      - 
       -
    (37,931)
(37,931)

FUND BALANCE, BEGINNING

-

-

600,039
        
600,039
               

FUND BALANCE, ENDING
$
             - 
 $
-
$
562,108
$
562,108
The accompanying notes are an integral part of the financial statements.
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CITY OF LIBERTY, SOUTH CAROLINA

STATEMENT OF  NET ASSETS

PROPRIETARY FUND

JUNE 30, 2008
ASSETS

Current Assets



Operational Receivables (net of allowance for uncollectibles)


$
230,586


Grant Receivable



243,176


Prepaid expenses


20,153


Internal balances



683,449 




Total current assets



1,177,364 
Restricted Assets










Cash





47,056




Total restricted assets



47,056
Non-current Assets  


Capital assets






Land




6,414



Buildings and system improvements


53,915



Water and sewer lines


4,162,111


Vehicles




152,731


Machinery and equipment


412,722


Software



21,208



Less: Accumulated depreciation


(1,584,194)


Deferred charges,net



3,130




Total non-current assets



3,228,037 





Total assets


$
4,452,457 
LIABILITIES

Current Liabilities






Accounts payable


 $      333,260


Accrued liabilities


110,861


Accrued interest


9,421


Lease obligations, current


43,424


Bonds payable, current


9,837


Customer deposits subject to refund



17,157




Total current liabilities



523,960
Non-current Liabilities



Compensated absences


15,369


Lease obligations, non-current


50,498


Bonds payable, non-current



219,762




Total non-current liabilities



285,629 




Total liabilities



$     809,589
NET ASSETS






Invested in capital assets, net of related debt


$  2,904,516


Unrestricted




738,352




Total net assets


$
3,642,868
The accompanying notes are an integral part of the financial statements.
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CITY OF LIBERTY, SOUTH CAROLINA

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS –

PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2008
________________________________________________________________________________________________________


OPERATING REVENUES:




Water billings

$
887,049



Sewer billings


581,009 






Total Operating Revenues


1,468,058
OPERATING EXPENSES:




Water Department

739,538



Sewer Department

203,661



County facility fees

375,964



Depreciation

140,268



Amortization


203








Total Operating Expenses


1,459,634


Operating Income 

           8,424
NON-OPERATING REVENUES (EXPENSES):




Grant income

962,690



Interest income

1,576




Interest expense

        (14,257)






Total Non-Operating Revenues (Expenses)


950,009 


Change in net assets


958,433 
NET ASSETS, BEGINNING


2,684,435
NET ASSETS, ENDING

$
3,642,868
The accompanying notes are an integral part of the financial statements.
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CITY OF LIBERTY, SOUTH CAROLINA

STATEMENT OF CASH FLOWS – PROPRIETARY  FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2008
________________________________________________________________________________________________

CASH FLOWS FROM OPERATING ACTIVITIES:



Receipts from customers and users

$
1,410,849


Payments to suppliers

(1,139,638)


Payments to employees

       
 (202,590)










Net cash provided by operating activities


68,621









CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:



Principal paid on revenue bonds, notes payable, 





and lease obligations

(45,076)



Interest paid on revenue bonds, notes payable,





and lease obligations

            (14,257)


Capital assets purchased

(798,200)



Cash provided by grants

719,514



Cash provided by lease obligations

             70,000




Net cash used for capital and related financing activities

      
   (68,019)
CASH FLOWS FROM INVESTING ACTIVITIES



Interest Income
 

1,576 





Net cash provided by investing activities


1,576 






Net increase in cash and cash equivalents

2,178





 Cash And Cash Equivalents, Beginning Of Year


44,878 





  


 

 Cash And Cash Equivalents, End Of Year

$
47,056 









Reconciliation Of Operating Income To Net Cash Provided By Operating Activities:



Operating income

$
8,424



Adjustments to reconcile operating income to net




  
cash provided by operating activities








Depreciation and amortization

140,471







Increase in operational receivables

(58,869)








Increase in prepaid expenses

(3,285)








Decrease in operational accounts payable

(112,068)







Increase in compensated absences

790







Increase in deposits

1,660







Increase in accrued liabilities

107,757







Increase in accrued interest

1,868







Increase in internal balances 

     
   (18,127)







Total adjustments

       
  60,197
Net Cash Provided By Operating Activities

$
68,621 
The accompanying notes are an integral part of the financial statements.
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CITY OF LIBERTY, SOUTH CAROLINA

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2008
________________________________________________________________________________________________

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES


The financial statements of the City of Liberty, South Carolina (the City) have been prepared in conformity with generally accepted accounting principles (GAAP) as applied to governmental units.  The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for established governmental accounting and financial reporting principles.  The more significant of the City’s accounting policies are described below.


Reporting Entity:  The City operates under a Council form of government and provides the following services:  public safety (police and fire), streets, sanitation, water and sewer, and general and administrative.  In evaluating how to define the City, for financial reporting purposes, management has considered all potential component units.  The decision to include a potential component unit in the reporting entity was made by applying the criteria set forth in GAAP.  The basic-but not the only criterion for including a potential component unit within the reporting entity is the governing body’s ability to exercise oversight responsibility.  The most significant manifestation of this ability is financial interdependency.  Other manifestations of the ability to exercise oversight responsibility include, but are not limited to, the selection of governing authority, the designation of management, the ability to significantly influence operations, and accountability for fiscal matters.  A second criterion used in evaluating potential component units is the scope of public service.  Application of this criterion involves considering whether the activity benefits the City and/or its citizens, or whether the activity is conducted within the geographic boundaries of the City and is generally available to its citizens.  A third criterion used to evaluate potential component units for inclusion or exclusion from the reporting entity is the existence of special financing relationships, regardless of whether the City is able to exercise oversight responsibilities.  Based upon the application of these criteria, the financial statements for the City consist only of the funds and account groups of the City.  The City has no oversight responsibility for any other governmental entity.

Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net assets and the statement of activities) report information on all of the nonfiduciary activities of the primary government. For the most part, the effect of interfund activity has been removed from these statements. Governmental activities which are normally supported by taxes and intergovernmental revenues or from specific revenue sources such as grants, are reported separately from business-type activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given function and 2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular function. Taxes and other items not properly included among program revenues are reported instead as general revenues.
Separate financial statements are provided for the governmental fund and the proprietary fund.
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Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources measurement focus and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues are recorded when earned, and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered to be available when they are collectible within the current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the government considers revenues to be available if they are collected within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures related to compensated absences and claims and judgements, are recorded only when payment is due.

The government reports the following major government fund:


The general fund is 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.

The government reports the following major proprietary fund:


The enterprise fund accounts for the activities of the utility services.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial statements.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special assessments. Internally dedicated resources are reported as general revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses generally result from providing services and producing and delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of the enterprise fund are charges to customers for sales and services. Operating expenses for the enterprise fund include the cost of sales and services, administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses.

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

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.
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Assets, liabilities, and net assets or equity

Cash and investments

Cash includes amounts in demand deposits as well as short-term investments with a maturity date within three months of the date acquired by the government. If applicable, investments are stated at cost, which approximates market value.

Receivables and Payables

Outstanding balances between funds are reported as “internal balances.” Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve account in the applicable governmental fund to indicate that they are not available for appropriation and are not expendable available financial resources.

Property taxes, other than vehicle taxes, are normally levied in October and are payable without penalty through the following January 15th. Vehicle taxes are assessed and collected on a monthly, cyclical basis. By contract the City has authorized Pickens County to assess and collect all vehicle taxes. These collections are remitted to the City of Liberty by the Pickens County Treasurer. 

Prepaid Items

Payments made to vendors for services that will benefit periods beyond the end of the fiscal year are recorded as prepaid items.

Restricted Assets: Restricted cash in the general fund consists of fines, assessments, and surcharges retained by the City for the purpose of victims’ assistance. The restricted asset cash is required to be maintained in a separate bank account by the State of South Carolina.

Restricted cash in the general fund also consists of the revenue generated by the hospitality tax to be used by the City exclusively for recreation and tourism development.

Restricted cash in the general fund also consists of the cash held in the Special Tax Allocation Fund which is to be used to provide for the payment of the principal and interest of the Tax Increment Bond, series 2004 and the General Obligation Bond, series 2004.

Restricted cash in the enterprise fund consists of certain resources set aside for the repayment of enterprise fund revenue bonds and certain designated expenses. The reserved cash is limited by applicable bond covenants. Such resources are included in cash on the balance sheet and consist of the following:


Reserved for Contingency
$
11,190

Reserve for Depreciation
11,190

Reserve for Revenue Bond Retirement

24,676


$
47,056
The “sewer contingency” account is used to report resources set aside to meet unexpected contingencies. The “depreciation” account is used to report resources set aside to fund asset renewals and replacements. The “revenue bond retirement” account is used to report resources set aside to subsidize potential deficiencies from the enterprise fund’s operation that could adversely affect debt service payments.

Capital Assets:

Capital assets, which include property, plant, and equipment, are reported in the governmental or business-type activities columns in the government-wide financial statements. Capital assets are defined by the government as assets with an initial, individual cost of more than $500 and an estimated useful life in excess of two years. Such assets are recorded at historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.
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Capital Assets (Continued)

The costs of normal maintenance and repairs (repairs that do not add to the value of the assets or materially extend the assets lives) are not capitalized.

Property, plant, and equipment of the primary government is depreciated using the straight line method over the following estimated useful lives:











 Estimated


                  Assets                                                       Useful Lives                     

         
Buildings
10-40
Years


Roads, sidewalks, and City lots
20
Years


Building Improvements
 4-7
Years


Vehicles
 3-5
Years


Machinery and equipment
 3-10
Years


Furniture & fixtures
 5
Years


Software
 3
Years

Deferred Charges: Expenses of $8,125 incurred in the issuance of water and sewer system revenue bonds have been deferred and are being amortized. The amortization expense for the current fiscal year was $203.

Compensated Absences: It is the City’s policy to permit full-time employees to accumulate limited amounts of earned vacation leave. Upon separation from service, employees receive payment for a portion of unused vacation leave subject to length of service and contract classification. All vacation pay is accrued when incurred in the government-wide and proprietary fund financial statements. 

Long-term obligations

In the government-wide and proprietary fund financial statements, outstanding debt is reported as a liability.

The governmental fund financial statements recognize the proceeds of debt as other financing sources of the current period.

Fund equity

Reserves represent those portions of fund equity that are not appropriable for expenditure or are legally segregated for a specific future use. 
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NOTE 2 – RECONCILATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Explanation of certain differences between the governmental fund balance sheet and the government-wide statement of net assets

The governmental fund balances sheet includes a reconciliation between fund balance – total governmental fund and net assets- governmental activities as reported in the government-wide statement of net assets. One element of the reconciliation states that capital assets used in government activities are not financial resources and, therefore, are not reported in the governmental fund but are reported in the government-wide statements of net assets.

Capital Assets, Net of Depreciation 
$1,549,536




The governmental fund balance sheet includes a reconciliation between fund balance – total governmental fund and net assets – governmental activities as reported in the government-wide statement of net assets. Another element of that reconciliation explains that “long-term liabilities (not due and payable in the next fiscal year) are not reported on the governmental fund balance sheet.  The difference of $571,280 consists of bonds payable of $415,573, capital leases payable of $115,120 and compensated absences payable of $40,587

Deferral revenue, a liability, in the governmental fund is susceptible to the full accrual in the governmental-wide statement of net assets. This is the additional deferred revenue that have been taken into income in the government-wide

statement of net assets.


$
39,868

Deferred Revenue
Another element of the reconciliation states that accrued interest is recorded in the government-wide statements but is not recorded in the governmental fund. This is the additional accrued interest recorded in the government-wide statement of net assets.


Accrued Interest Accrued
$
(9,783)
Explanation of certain differences between the governmental fund statement of revenues, expenditures, and changes in fund balance and the government-wide statement of activities

The governmental fund statement of revenues, expenditures, and changes in fund balance includes a reconciliation between net changes in fund balance – total governmental fund and changes in net assets of governmental activities as reported in the government-wide statement of activities. One element of that reconciliation explains that “The governmental fund reports capital outlays as expenditures in the year of purchase. However, in the statement of activities, the cost of those assets is allocated over their estimated useful lives and reported as depreciation expense.” The details of this $71,630 difference are as follows:


Capital outlay (Current Year)
$
 261,930

Depreciation expense
 
 (190,300)

Net adjustment to increase net changes in fund balances-
$
 71,630 




total governmental fund to arrive at changes in net assets


of governmental activities
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NOTE 2 – RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (CONTINUED)

Another element of the reconciliation states that “payments on long-term debt are reported as expenditures in the governmental fund. The same payments reduce long-term liabilities in the statement of net assets.” The details of this difference are as follows:


Principal repayments:



Notes payable
$ 
 53,983


Bonds payable

58,273 

Net adjustment to increase net changes in fund balance-
$
112,256

total governmental fund to arrive at changes in net assets


of governmental activities
                                                                       


Net adjustment to decrease net changes in fund balance-


total governmental fund to arrive at changes in net assets


of governmental activities
Deferred revenue in the governmental fund is not recognized as income

until receipt. In the entity-wide statements, revenue is recognized on the

full accrual basis.

Adjustments due to the net increase in deferred revenue
$
2,971

Accrued interest expense is not recognized on the governmental


fund statement. Accrued interest is recognized and reported on the


entity-wide statements.


Adjustment due to the net decrease in accrued interest expense. 
$
(720)

Some expenses reported in the statement of activities do not


require the use of current financial resources and are not


reported as expenditures in the governmental fund. These include


the net increase in compensated absences.
$
(7,062)

The governmental fund reports the current year’s increase in capital

lease obligations as an other financing source. However, in the statement 


of activities the additional financing activity is recorded as an additional


liability.
$
(60,280)




-17-

NOTE 3 – STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary information

Budgets and Budgetary Accounting: As set forth in the City Charter, the City Council adopts an annual budget for the general fund and the enterprise fund. The annual budget for the general fund is prepared in accordance with the basis of  accounting utilized by that fund. The budget for the enterprise fund is adopted under a basis consistent with generally accepted accounting principles, except that depreciation and amortization are not considered. Additionally, cash outlays for debt principal and fixed assets funded by operations are budgeted, but treated differently in accordance with generally accepted accounting principles. After joint workshops with the City Council, the Mayor submits to the City Council a proposed operating budget covering the general and enterprise funds for the fiscal year commencing the following July 1. These workshops and hearings are open to the public. The operating budget includes proposed expenditures and the means for financing them. Prior to the beginning of the fiscal year, the budget is legally enacted through passage of an ordinance. Appropriations lapse at the end of each fiscal year.

The Mayor is authorized to transfer budgeted amounts within departments within any fund; however, any revisions that alter the total expenditures of any fund or transfer amounts between departments must be approved by the City Council. The presented budgeted amounts are as originally adopted or as last amended by the City Council. There are no reported differences between the original budget and the final budget. 

Deposits and Investments

At June 30, 2008, the book balance of the City’s cash deposits held at First Citizens Bank was $1,132,941. Of the bank balance, $100,000 was covered by federal depository insurance. Therefore, cash at First Citizens Bank that was not insured by federal depository insurance was $1,032,941 on June 30, 2008.

At June 30, 2008, the bank balance of the City’s cash deposits held at the SunTrust Bank was $10,381. Therefore, all cash was insured by federal depository insurance.

At June 30, 2008, there were $47,056 in certificates of deposit held at First Citizens Bank. All were insured by federal depository insurance.  

As of June 30, 2008 collateral was pledged to secure non-federal depository insured bank deposits of the City of Liberty at First Citizens Bank.

The securities are held as book entries at the Federal Reserve in the name of the First Citizens Bank of North 

Carolina (FCBNC) as Escrow Agent for the First Citizens Bank of South Carolina (FCBSC). FCBNC is an independent, third party entity from FCBSC. The securities are pledged to the entity and can be substituted, but not released, without their consent.

Federal Deposit Insurance Corporation (FDIC) Rules and Regulations, Section 330.14-Public Unit Accounts states that any account of a state, county, municipality or political subdivision shall be separately insured in the amount of up to $100,000 for all time and savings deposits and up to $100,000 for all demand deposits.
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NOTE 3 – STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (CONTINUED)

Due From Other Governments

Due from other Governments to the City of Liberty General Fund at June 30, 2008 consists of the following:


Due from State of South Carolina – General Fund:



Local Option Sales Tax Distributions
$
49,815


Aid To Subdivision Distributions
25,819


Accommodations Tax
1,247


Merchants Inventory Tax
1,662


Pickens County



Property Taxes
35,314


1% Fire Premium
12,573


Juvenile Housing Fees
495


Recyclables
77


Fire Department
18


School Resource Officer Reimbursement from School District
13,020


City of Pickens – Dispatch Services
6,250


City of Anderson



Juvenile Housing Fees
495




City of Pickens



Juvenile Housing Fee
710

Anderson County



Juvenile Housing Fee
275


Oconee County



Juvenile Housing Fee
275


Greenville County



Juvenile Housing Fee
100



Miscellaneous Cities and Counties



Juvenile Housing Fee
          220




Total Due From Other Governments
$
148,365
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NOTE 4 – CAPITAL ASSETS

Capital assets

Capital asset activity for the year ended June 30, 2008 was as follows:

Primary Government



Beginning
Ending

 


 
Balance


Increases


Decreases


Balance

 
Government activities


Capital assets, not being depreciated


Land
$
114,668 
$
-
$
-
$
114,668 
      Total capital assets not being depreciated

114,668 

-

-

114,668 


Capital assets being depreciated


Buildings and improvements
1,116,824
21,178
-
1,138,002

Machinery and equipment
507,128
120,957
-
628,085

Furniture and fixtures
689
8,897
-
9,586

Roads, sidewalks, and city lots
789,547
35,617
-
825,164

Software
30,193
-
-
30,193

Vehicles

744,181 

75,281

(150,781)

668,681 


Total capital assets being depreciated

3,188,562

261,930 

(150,781)

3,299,711 


Less accumulated depreciation for


Buildings
(640,834)
(43,933)
-
(684,767)


Machinery and equipment
(304,121)
(62,427)
-
(366,548)


Furniture and fixtures
(689)
(596)
-
(1,285)


Roads, sidewalks, and city lots
(210,022)
(39,189)
-
(249,211)


Software
(29,984)
(209)
-
(30,193)


Vehicles

(638,006)

(43,946)

149,113 

(532,839)

Total accumulated depreciation

(1,823,656)

(190,300)

149,113 

(1,864,843)


Total capital assets being depreciated, net

1,364,906 

71,630 

(1,668)

1,434,868 

Governmental activities capital assets, net
$
1,479,574 
$
71,630 
$
(1,668)
$
1,549,536 

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


Government activities



General government



$
19,531


Police



42,402


Fire



28,020


Public works



56,447


Recreation




43,901

Total depreciation expense – governmental activities



$
190,301
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NOTE 4 – CAPITAL ASSETS (CONTINUED)

Business-type activities


Beginning
Ending

 


  Balance

  Increases 
  Decreases 


Balance


Capital assets not being depreciated


Land
$
6,414 
$
             -
$              - 
$
6,414
      Total capital assets not being depreciated

6,414 
 
          -

- 

6,414


Capital assets being depreciated


Building and system improvements

53,915
-
-
53,915


Machinery and equipment
350,295
62,427
-
412,722

Water and sewer lines
3,107,229
1,054,882
-
4,162,111

Software
21,208
-
-
21,208


Intangibles
8,125
-
-
8,125


Vehicles

138,581 

       14,150

       -

152,731

Total capital assets being depreciated
 
 3,679,353 

1,131,459
 
    -
 
 4,810,812

Less accumulated depreciation for


Buildings and system improvements
(43,404)
(486)
-
(43,890)


Machinery and equipment
(230,816)
(39,508)
-
(270,324)


Water and sewer lines
(1,056,399)
(73,006)
-
(1,129,405)


Software
(21,208)
-
-
(21,208)


Intangibles
(4,792)
(203)
-
(4,995)


Vehicles
 
       (92,099)
 
    (27,268)

      -

(119,367)

Total accumulated depreciation

   (1,448,718)
 
  (140,471)

- 
 
(1,589,189)


Total capital assets being depreciated, net

2,230,635 
 
  (990,998)

        -

3,221,623 

Governmental activities capital assets, net
$
2,237,049 
($
990,998)
$                - 
$
3,228,037 
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NOTE 6 – LONG-TERM DEBT


The bonds payable of the general fund consist of the following:


Tax increment bond, series 2004 dated December 23, 2004 in the

amount of $450,000. Interest accrues on the bonds at 3.86% per


annum with a maturity date of December 1, 2015.



$ 
344,622

General obligation bond, series 2004 dated December 23, 2004 in 


the amount of $135,000. Interest accrues on the bonds at 3.47% 


per annum with a maturity date of March 1, 2011.



$
70,951







 $ 415,573
The following represents maturity of the general fund bonds payable as of June 30, 2008:


June 30, 2009




$
60,436

June 30, 2010




62,680

June 30, 2011




65,007

June 30, 2012




42,111

June 30, 2013




43,736

Thereafter





141,603



                       






$
415,573
Bonds payable of the enterprise fund consist of the following:


Water System Improvement Revenue Bonds, series 1983,


due in annual installments of $21,305 including interest 


that accrues at 5.00% per annum and the maturity is in

November 2023.



$ 229,599






 $ 229,599
The following represents maturity of the enterprise fund reserve bonds and the note payable as of June 30, 2008:


June 30, 2009

$
9,837

June 30, 2010




10,327

June 30, 2011




10,845

June 30, 2012




11,387

June 30, 2013




11,956

Thereafter





175,247






$
229,599
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NOTE 6  -  LONG TERM DEBT (CONTINUED)  

Annual debt service requirements to amortize all bonds payable including interest outstanding of $175,652 are as follows:


Tax
 General
   Water



Year Ending
Increment
Obligation
    System
   

    June 30    
   Bonds       

       Bonds    

  1983 Bonds
   
     Total     
  


2009
$
50,890
$
25,310
$
21,305
$
97,505



2010
50,890
25,310
21,305
97,505



2011
50,890
25,310
21,305
97,505



2012
50,890
-
21,305
72,195



2013
50,890
-
21,305
72,195


                           Thereafter
 152,671

-

231,248

383,919



$
407,121
$
75,930
$
337,773          $
820,824














During the year ended June 30, 2008, the following changes occurred with the bonds payable:


Balance
Balance
Due



July 1, 2007


Additions


Reductions


June 30, 2008

Within 1 Year



General Fund



Bonds payable
$
473,846
$
-
($
58,273)
$
415,573
$
60,436




$
473,846
$
-
($
58,273)
$
415,573
$
60,436


Enterprise Fund:



Revenue bonds
$
238,994
$
-
($
9,393)
$
229,601
$
9,837

      





$
238,994
$
           -
($
9,393)
$
229,601
$
9,837
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NOTE 7 – CAPITAL LEASE OBLIGATIONS

The City has entered into a lease agreement as lessee to finance the acquisition of two 2008 Dodge Charger police vehicles.  The lease qualifies as a capital lease for accounting purposes and, therefore has been recorded at the present value of the future minimum lease payments as of the date of its inception.  The following is a summary of the equipment leased under this capital lease agreement as of June 30, 2008:



               
  General Fund   





  Police Vehicles

$
44,981
The following is a schedule of the future minimum lease payments required under the capital lease and the present value of the net minimum lease payments as of June 30, 2008:




                       Year Ending



June 30


General Fund





2009
$
15,911




2010

15,911





2011

15,911





Total minimum lease payments

47,733



Less:  amount representing interest


(2,752)




Present value of future minimum




lease payments


$
44,981 
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NOTE 7 – CAPITAL LEASE OBLIGATIONS (CONTINUED)

The City has entered into a lease agreement as lessee to finance the acquisition of various equipment. The lease qualifies as a capital lease for accounting purposes and, therefore has been recorded at the present value of the future minimum lease payments as of the date of its inception. The lease agreement provides for BB & T to make $143,000 available to the City to enable the City to acquire various equipment and to pay off indebtedness on a garbage truck. A garbage truck ($86,236), a trailer ($4,770), a trailer ($9,685), a Toro 60 inch  lawnmower ($7,090), and a Honda TX 300 ($4,000) were purchased. An existing loan ($29,303) was paid off.  





General Fund





Various Equipment/Debt Payment
$
143,000 







            
The following is a schedule of the future minimum lease payments required under the capital lease and the present value of the net minimum lease payments as of June 30, 2008:




                       Year Ending


                               

June 30


General Fund 





2009     
$
31,549





2010
     31,549



Total minimum lease payments
 63,098



Less:  amount representing interest 

(2,778)






Present value of future minimum




lease payments
$
60,320
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NOTE 7- CAPITAL LEASE OBLIGATIONS (CONTINUED)

The City has entered into a lease agreement as lessee to finance the acquisition of one Ford F-750 dump truck, two Chevrolet 1500 trucks, one Chevrolet 2500 truck, one Chevrolet 3500 truck, and one 35 horse power tractor. The lease qualifies as a capital lease for accounting purposes and, therefore has been recorded at the present value of the future minimum lease payments as of the date of its inception.  The following is a summary of the equipment leased under this capital lease agreement as of June 30, 2008:





                                                                                                               Enterprise Fund




Water/Sewer Department Vehicle & Equipment


$
142,000



The following is a schedule of the future minimum lease payments required under the capital lease and the present value of the net minimum lease payments as of June 30, 2008:




                       Year Ending



June 30

Enterprise Fund   





2009
$
31,041



Total minimum lease payments
31,041



Less:  amount representing interest

(752)




Present value of future minimum




lease payments


$
30,289
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NOTE 7- CAPITAL LEASE OBLIGATIONS (CONTINUED)

The City has entered into a lease agreement as lessee to finance the acquisition of one 2007 Chevrolet Impala police vehicle. The lease qualifies as a capital lease for accounting purposes and, therefore has been recorded at the present value of the future minimum lease payments as of the date of its inception.  The following is a summary of the equipment leased under this capital lease agreement as of June 30, 2008:





                                                                                                               Enterprise Fund



Police Vehicle 



$
15,299


The following is a schedule of the future minimum lease payments required under the capital lease and the present value of the net minimum lease payments as of June 30, 2008:




                       Year Ending



June 30

Enterprise Fund   





2009
$
5,480





2010

5,480



Total minimum lease payments
10,960




Less:  amount representing interest

(1,141)




Present value of future minimum




lease payments


$
9,819


-27-

NOTE 7- CAPITAL LEASE OBLIGATIONS (CONTINUED)

The City has entered into a lease agreement as lessee to finance the acquisition of one Chevrolet 1500 truck and one Skid Steer Loader. The lease qualifies as a capital lease for accounting purposes and, therefore has been recorded at the present value of the future minimum lease payments as of the date of its inception.  The following is a summary of the equipment leased under this capital lease agreement as of June 30, 2008:





                                                                                                               Enterprise Fund



Water/Sewer Department Vehicle and Equipment

$
70,000


The following is a schedule of the future minimum lease payments required under the capital lease and the present value of the net minimum lease payments as of June 30, 2008:




                       Year Ending



June 30

Enterprise Fund   





2009
$
15,659





2010

15,659





2011

15,659





2012

15,659





2013
  
7,830



Total minimum lease payments
70,466




Less:  amount representing interest

(6,833)




Present value of future minimum




lease payments


$
63,633
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NOTE 7- CAPITAL LEASE OBLIGATIONS (CONTINUED)

During the year ended June 30, 2008 the following changes occurred in capital leases:





 Balance



Balance
 Due




                                 July 1, 2007

Additions


Payments


June 30, 2008


Within 1 Year

Police Vehicles
$
19,940
$
60,280
($
25,420)
$
54,800
$
19,277
Various Equipment
88,883
-
(28,563)
60,320
29,615
Water Vehicles
59,602
-
(29,313)
30,289
30,289

Water Truck and Skid Steer

-

70,000
 
    (6,367)

63,633

13,135




$
168,425
$
130,280
($
89,663)
$
209,042
$
92,316
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NOTE 8 – RETIREMENT PLANS

The City participates in two statewide multiple employer public employee retirement systems.  Both are cost sharing public employee retirement systems with one exception:  All risks and costs are not shared by the City, but are the liability of the State of South Carolina.  The two retirement systems are funded through city and employee contributions, and the city has no legal obligation for paying benefits. The South Carolina Retirement System covers substantially all of the City’s general employees, and the South Carolina Police Officers Retirement System covers all of the City’s public safety employees. These plans are administered by the Retirement Division of the State Budget and Control Board.

Both the South Carolina Retirement System and the Police Officers Retirement System offer retirement and disability benefits, cost of living adjustments on an ad-hoc basis, life insurance benefits, and survivor benefits. The Plans’ provisions are established under Title 9 of the SC Code of  Laws. Any amendments would necessitate an amendment to the law.

A Comprehensive Annual Financial Report containing financial statements and required supplementary information for the South Carolina Retirement System and the Police Officers Retirement System is issued and publicly available by writing the South Carolina Retirement System, P.O. Box 11960, Columbia, S. C. 29211-1960.

Effective January 1, 2001, newly enrolled members of SCRS must have five years of earned service (paid employment as an employee during which regular contributions are paid to the system) to be eligible to receive a service or disability retirement annuity, or to qualify as a survivor for a monthly annuity after an in-service death. This requirement does not apply to disability retirement eligibility if the disability is the result of a job-related injury.

Both employees and employers are required to contribute to the Plans under the authority of Title 9 of the SC Code of Laws.

Employee-required contributions to the Plans are as follows:


South Carolina Retirement System – 6.50% of salary


South Carolina Police Officers Retirement System – 6.50% of salary

In addition to the above rates, the City of Liberty as a participating employer with the South Carolina Retirement System contributes .15% of payroll to provide a group life insurance benefit for its participants. The City of Liberty as a participating employer under the Police Officers Retirement System also contributes .2% of  payroll to provide a group life insurance benefit and .2% of payroll to provide an accidental death benefit for its participants.

The City’s contribution on behalf of employees is at the following actuarially-determined rates:


South Carolina Retirement System – 9.06% of salary


South Carolina Police Officers Retirement System – 10.30% of salary




All employees contribute at the actuarially required contribution rates.
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NOTE 8 – RETIREMENT PLANS (CONTINUED)

The total required contributions for both plans and the percentage of that amount contributed for the current year and each of the two preceding years are as follows:











                         
Percentage







Amount
                        
Contribution
Year ended June 30, 2008









Employer


           $120,986

100%


Employee


$  78,198

100%


Year ended June 30, 2007







Employer


$105,722

100%


Employee


$  73,179

100%

Year ended June 30, 2006

Employer
$101,641
100%


Employee
$  68,483
100%

As of June 30, 2008 the City of Liberty has no outstanding pension liability or asset computed in accordance with GASB Statement 4 No. 27.

Employees eligible for service retirement may participate in the Teacher and Employee Retiree Incentive Program (TERI). TERI participants may retire and begin accumulating retirement benefits on a deferred basis without terminating employment for up to five years. Upon termination of employment or at the end of the TERI period, whichever is earlier, participants will begin receiving monthly service retirement benefits which will include any cost of living adjustments granted during the TERI period. Because participants are considered retired during the TERI period, they do not earn service credit and are ineligible to receive group life insurance benefits or disability retirement benefits.

NOTE 9 – DEFERRED COMPENSATION PLANS

The City employees may participate in the 457, and/or 401 (k) deferred compensation plans available to state and local governmental employees through the state public employee retirement system. These programs are administered by a state approved nongovernmental third party. There are no employer contributions made by the City to these plans.

NOTE 10 – ECONOMIC DEPENDENCY

The Utility System Enterprise Fund receives approximately 25 percent of its operating revenue from one major customer, Liberty Denim.

NOTE 11 – RISK MANAGEMENT

The City carries commercial insurance through the State of South Carolina Municipal Insurance Risk Finance Fund for its general liability insurance and through the South Carolina Municipal Insurance Trust for its workers’ compensation insurance. The City pays annual premiums for these coverages. Settled claims resulting from these risks have not exceeded insurance coverage in any of the past three years.
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NOTE 12 – COMMUNITY BLOCK GRANT

On July 12, 2007 the City of Liberty was awarded a Community Development Block Grant in the amount of $867,600 to upgrade 24,500 linear feet of water mains throughout the city. The project also included $100,000 in funding from the City for engineering and $300,000 for water facilities from the Appalachian Regional Commission.
The grant period for this project expires in July 2009.

NOTE 13 – SOUTH CAROLINA BUDGET & CONTROL BOARD GRANT #1715

On December 5, 2007 The City of Liberty was awarded a South Carolina Grant of $200,00 for improvements to the City’s water system. This was in conjunction with the Community Development Block Grant awarded by the federal government.
The commitment expires December 5, 2008.

NOTE 14 – VOLUNTEER STRATEGIC ASSISTANCE FIRE EQUIPMENT PILOT PROGRAM GRANT

The City of Liberty was awarded a V-Safe Grant as outlined in the South Carolina Code of Laws 1976, as amended, Section 23-9-10 for $29,866. The grant award is to be used for protecting local communities and regional response areas from incidence of fire, hazardous materials, terrorism, and to provide for the safety of firefighters.
The City of Liberty purchased 5 airpacks and spare cyclinders for the firemen and a 5 inch LDH for the ladder truck purchased from the City of Easley.

NOTE 15 – FEMA GRANT

The City of Liberty was awarded the FY 2007 Assistance To Firefighters Grant in the amount of $44,027. The City  purchased 33 sets of turnout coats and pants for the firemen with the grant award. The City matched a portion of the funds provided by the grant.
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         VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                         ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                  AMOUNTS         POSITIVE (NEGATIVE)
TAXES:


Property
$322,000
$322,000
                 $312,697 
$   
(9,303) 
   
Manufacturer’s
3,000
3,000
6,121

3,121

Local option sales tax
236,000
236,000
272,034

36,034

Merchant inventory

6,600

6,600
6,648
48

Accommodations

2,000

2,000
1,247
(753)

Homestead
52,000
52,000
52,353
353

Hospitality tax
58,000
58,000
79,256
21,256

TIF

 
   100,000
     100,000
    
113,509
 
  13,509 






 
 779,600
     779,600
    843,865
 
    64,265 
PERMITS AND FEES:


Business license
112,000
112,000
123,966
11,966

Franchise fees
489,000
489,000
578,542
89,542

Yard sale fees
150
150
324
174

Building, and miscellaneous permits
 
   33,000
       33,000
     
14,468
 
   (18,532)




 
 634,150
     634,150
   
717,300

83,150 
FINES AND FORFEITURES:


Police fines
   100,000

   100,000
   
69,644
    (30,356)





   100,000
   100,000
   
69,644
  
  (30,356)
  SHARED REVENUES: 


Fire district contract
138,000
138,000
138,000
-


Local governments
     87,000
     87,000

     98,248

 
    11,248 



   225,000
   225,000

   
236248

11,248 

Local government











MISCELLANEOUS:


Interest
30,000
30,000
21,326
(8,674)

Recyclables
800
800
3,216
2,416

Fire Department 1% Funds
12,000
12,000
12,752
752

Pickens Dispatch
25,000
25,000
25,000
-


School Resource Officer Grant
70,000
70,000
52,080
(17,920)


Vehicle sale
12,000
12,000
-
(12,000)

Miscellaneous
-
-
9,435
9,435

S. C. Housing Authority
3,300
3,300
3,331
31


      
          -33-



CITY OF LIBERTY, SOUTH CAROLINA

GENERAL FUND

SCHEDULE OF REVENUES – BUDGET AND ACTUAL (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

________________________________________________________________________________________________

 





       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                 AMOUNTS         POSITIVE (NEGATIVE)
MISCELLANEOUS (CONTINUED):




County Fire Calls 
30,000
30,000
30,000
-




Community Development
-
-
-
-



Cell Tower Rent
9,600
9,600
4,800
(4,800)



Fire Discretionary Income
6,000
6,000
6,000
-




Fire Fund Raiser
7,500
7,500
12,543
5,043



Recreation donations
5,000
5,000
1,350
(3,650)




Pickens County Rec. Capital Funds
30,000
30,000
17,282
(12,718)



Pickens County Rec. Funds
7,100
7,100
7,318
218



Fire V-Safe Grant
-
-
29,886
29,886




Fire EMW Grant

                -
  
      -
       
44,027

     44,027 







     248,300
     248,300

     280,346
     32,046 
CHARGES FOR SERVICES:




Sanitation user fees
113,000
113,000
128,886
15,886



Recreation Department Income
77,500
77,500
80,942
3,442



Juvenile Facility
 
      45,000
       45,000

       30,635

    (14,365)






   
235,500
     235,500

    240,463
    
 4,963 
TOTALS
$2,222,550
$2,222,550
$2,387,866
$165,316
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       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                 FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                 AMOUNTS         POSITIVE (NEGATIVE)
ADMINISTRATION:


Salaries and wages – regular 
$   80,822 
$   80,822

$
  55,813
$  25,009 


Salaries and wages – council
16,200
16,200
16,200
-


Admin health/life insurance
77,600
77,600
80,050
(2,450)

Payroll taxes
7,422
7,422
4,725
2,697

Pension
7,692
7,692
4,986
2,706

Workers compensation/liability insurance
39,000
39,000
31,474
7,526

Legal and accounting
13,000
13,000
11,813
1,187

Maintenance and service contracts
4,000
4,000
33,838
(29,838)


Telephone
4,500
4,500
7,501
(3,001)

Postage
3,500
3,500
2,237
1,263
County collection fees  
-
-
-
-

Department supplies/printing
4,000
4,000
6,503
(2,503)

Seminars, conventions and meetings
2,000
2,000
10,790
(8,790)


Utilities
11,000
11,000
23,140
(12,140)


Dues and subscriptions
2,100
2,100
2,866
(766)

Medical services
-
-
72
(72)


Holiday expense
6,000
6,000
6,393
(393)


Contributions
3,500
3,500
2,346
1,154

Debt service
-
-
76,201
(76,201)


Capital outlays
-
-
46,857
(46,857)


Legion Hut expense
500
500
305
195

Railroad lease
800
800
815
(15)

Landscape maintenance
2,000
2,000
2,473
(473)


Miscellaneous
-
-
349
(349)


Building permit inspection expense
14,000
14,000
12,655
1,345

Alliance Pickens
1,505
1,505
1,505
-


Ashton Ridge tax rebate
-
-
6,266
(6,266)

TIF Expense
100,000
100,000
-
100,000


Contingency fund
10,977
10,977
-
10,977

Planning and zoning
500
500
267
233

Legal expenses
-
-
-
-

Liberty Idol
-
-
14,658
(14,658) 


Pickens County Vision
1,300
1,300
-
1,300

Office furniture and equipment
3,750
3,750
60
3,690 


Ordinance and recodification
2,900
2,900
-
(2,181)


Election expense
-
-
1,518
(1,518)


Bank charges
 
      -
       
-
           7,581
          
(7,581)


Total Administration

   420,568

   420,568    
472,257

         (51,689)
-35-
CITY OF LIBERTY, SOUTH CAROLINA

GENERAL FUND

SCHEDULE OF EXPENDITURES – BUDGET AND ACTUAL (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

____________________________________________________________________________________________


                                                                                                                                                        

 





       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                 AMOUNTS         POSITIVE (NEGATIVE)
POLICE DEPARTMENT:


Salaries and wages – regular
$457,109
$457,109
$465,549
$      (8,440)

Salaries and wages – overtime
8,000
8,000
12,723
(4,723)


Payroll taxes
36,320
36,320
44,107
(7,787)

Drug testing
500
500
25
475

Pension
50,801
50,801
51,605
(804)

Legal and accounting
500
500
335
165

Judge

11,163
11,163
11,386
(223)

Jury

300
300
492
(192)

Office furniture and equipment
2,000
2,000
9,490
(7,490)

Uniforms
7,000
7,000
-
7,000

Maintenance and service contracts
12,000
12,000
6,343
5,657

Maintenance and repairs to equipment
2,000
2,000
1,238
762

Computer expenses
3,000
3,000
1,497
1,503

Maintenance and repairs to buildings
4,000
4,000
-
4,000

Vehicle expense
40,000
40,000
57,530
(17,530)


Telephone
6,500
6,500
6,582
(82)


Department office supplies/printing
3,000
3,000
2,855
145

Seminars, conventions and meetings
2,000
2,000
2,126
(126)

Dues and subscriptions
1,000
1,000
611
389

Medical
500
500
666
(166)

Juvenile Center expenses
7,000
7,000
6,618
382

Shared fines – state
60,000
60,000
42,200
17,800

Victims’ rights
2,500
2,500
2,484
16

Machinery/equipment (non-capital)
-
-
1,257
(1,257)

OSHA immunizations
250
250
-
250

Debt service
21,100
21,100
26,437
(5,337)

Capital outlays
-
-
71,474
(71,474)


Tasers, radar, etc.
4,000
4,000
1,490
2,510

Prisoner expense
2,000
2,000
1,012
988

Postage
1,000
1,000
486
514

Miscellaneous
-
-
3,280
(3,280)


Part-time dispatchers
-
-
-
-

Contributions
500
500
410
90

Training
3,000
3,000
3,540
(540)

Supplies
6,000
6,000
6,513
(513)

Interoperability of loan expense
 
      -
     
-
  
    24,661
    
(24,661)


Total Police Department
 
  755,043
  755,043
 
 867,022
  
(111,979)
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       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                 AMOUNTS         POSITIVE (NEGATIVE)
FIRE DEPARTMENT:


Salaries and wages – regular
$214,068
$214,068
$215,553
$      (1,485)

Salaries and wages – overtime
36,000
36,000
33,946
2,054

Payroll taxes
20,000
20,000
25,111
(5,111)

Pension
27,000
27,000
26,443
557

Drug testing
250
250
133
117

Uniforms
6,000
6,000
4,209
1,791

Maintenance and repairs
6,500
6,500
14,012
(7,512)


Vehicle expense
13,000
13,000
15,100
(2,100)

Telephone
4,000
4,000
5,882
(1,882)


Department office supplies/printing
2,000
2,000
1,646
354

Seminars, conventions and meetings
4,000
4,000
3,093
907

Utilities
2,000
2,000
1,620
126

Dues and subscriptions
1,800
1,800
1,364
436

Fire calls reimbursement
40,000
40,000
40,000
-


Discretionary funds
6,000
6,000
5,685
315

Medical
1,000
1,000
910
90

1% expense
12,000
12,000
13,705
(1,705)


Fire prevention
2,000
2,000
1,842
158

Fund raising 
7,500
7,500
5,774
1,726

Capital outlays
-
-
99,045
(99,045)

Rescue equipment
-
-
4,487
(4,487)

Debt service
-
-
-
-

Miscellaneous
-
-
-
-

Postage
125
125
162
(37)

Training
4,000
4,000
2,846
1,154

Supplies
4,000
4,000
4,712
(712)

Donations
600
600
741
(141)

Machinery/equipment (non capital)
4,000
4,000
-
4,000

Physicals
4,000
4,000
3,040
960

Radios, walkies, and turnouts
8,000
8,000
5,592
2,408

Office furniture and equipment
3,000
3,000
107
2,893

Explorers

         1,800
         1,800
          810
      
990 


Total Fire Department
  
434,643

     434,643
   
537,824

   (103,181)
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       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                 AMOUNTS         POSITIVE (NEGATIVE)
PUBLIC WORKS:


Salaries and wages – regular
$121,136
$121,136
$128,524
$    (7,388)


Salaries and wages – overtime
6,000
6,000
6,743
(743)


Contract labor
-
-
-
-

Payroll taxes
9,800
9,800
10,172
(372)

Drug testing
250
250
87
163

Pension
12,000
12,000
12,332
(332)


Uniforms
6,000
6,000
4,496
1,504

Recycling expense
11,000
11,000
9,113
1,887

Maintenance and repairs
9,500
9,500
7,789
1,711

Vehicle expense
35,000
35,000
34,830
170

Telephone
500
500
616
(116)

Department office supplies/printing
500
500
2,441
(1,941)

Utilities
46,000
46,000
49,770
(3,770)


Medical
500
500
228
272

Asphalt, concrete,gravel
3,000
3,000
2,447
553

Small hand tools
1,000
1,000
1,041
(41)

Capital outlays
-
-
3,833
(3,833)


Debt service
32,000
32,000
31,549
451

Supplies
-
-
1,576
(1,576)


Recycling bins
500
500
552
(52)

Cleaning supplies
4,000
4,000
1,685
2,315

Street signs
2,000
2,000
3,089
(1,089)

Shop supplies
6,000
6,000
4,790
1,210

Leaf bags
2,400
2,400
2,829
(429)

Lawn equipment
2,000
2,000
502
1,498

County Waste Fee
-
-
7,315
(7,315)


Animal Control
-
-
379
(379)


Landscaping materials
  
       6,000
 
      6,000
 
      4,802
      
1,549



Total Public Works
 
 317,086
 
 317,086
 
 333,179
 
(16,093)
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       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                 AMOUNTS         POSITIVE (NEGATIVE)
RECREATION DEPARTMENT:


Salaries and wages – regular
$
71,610
$
71,610
$
76,493
$   
(4,883)


Salaries and wages – overtime
2,500
2,500
4,792
(2,292)


Payroll taxes
5,300
5,300
5,734
(434)

Pension
6,300
6,300
6,685
(385)


Drug testing
-
-
35
(35)


Maintenance and repairs
5,000
5,000
10,161
(5,161)

Vehicle expense
3,500
3,500
2,036
1,464

Uniforms and accessories
22,000
22,000
22,571
(571)


Telephone
2,000
2,000
2,970
(970)


Equipment rental
500
500
-
500

Department office supplies
500
500
918
(418)


Utilities
16,000
16,000
21,307
(5,307)


Concession expense
13,000
13,000
19,833
(6,833)


Field and gym maintenance
9,000
9,000
8,516
484

Concession stand expense
500
500
659
(159)

Team equipment and supplies
7,500
7,500
7,942
(442)


Referees, officials
15,000
15,000
18,967
(3,967)


Insurance, participants
2,500
2,500
2,634
(134)


Program expenses
2,500
2,500
3,287
(787)


County expense
7,100
7,100
2,724
4,376

Light replacements
500
500
472
28

Field maintenance
5,000
5,000
4,825
175

Trophies, banquets
5,000
5,000
6,811
1,811

Safety code update
4,000
4,000
2,768
1,232

Postage
400
400
18
382

Landscape maintenance
-
-
1,799
(1,799)


Donations
-
-
117
(117)


Capital Outlays
       88,000
  
     88,000

 40,721
 
 42,279 


Total Recreation Department
     295,210
 
  295,210
 
  275,795
 
 19,415 




TOTAL DEPARTMENTAL 







EXPENDITURES
$2,222,550
$2,222,550
$2,486,077

$(263,527)
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Allocated to





Collected by
Retained by
Remitted to
 Victims’





                         
     City       


 City Treasurer            State Treasurer
            Assistance   


Fines


$28,503


$28,503





Assessments

$28,601


$  3,195

$25,406


$3,195

Surcharges

$17,012


$  1,350
                  $15,662



1,350








Expenditures








(7,806)


Balance, beginning of year








  16,270

Balance, end of year







$13,009
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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

To the Honorable Mayor and Members of the City Council

City of Liberty

Liberty, South Carolina

We have audited the financial statements of the governmental activities, the business-type activities, and the aggregate remaining fund information of the City of Liberty, South Carolina, as of and for the year ended June 30, 2008, which collectively comprise the City of Liberty’s basic financial statements and have issued our report thereon dated December 22, 2008. 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 Financial Reporting

In planning and performing our audit, we considered the City of Liberty’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 City of Liberty’s internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the City of Liberty’s internal control over financial reporting.
A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the City of Liberty’s ability to initiate, authorized, record, process, or report financial data reliably in accordance with generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of the City of Liberty’s financial statements that is more than inconsequential will not be prevented or detected by the City of Liberty’s internal control. We consider that deficiencies described the accompanying Schedule of Findings And Questioned Costs as items 2008-1 through 2008-4 to be material weaknesses in internal control over financial reporting.
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a remote likelihood than a material misstatement of the financial statements will not be prevented or detected by the City of Liberty’s internal control.
-41-
To the Honorable Mayor and Members of City Council
City of Liberty

Page 2
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 (CONTINUED)

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Liberty’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 or our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed and which are described in the accompanying Schedule of Findings And Questioned Costs as items 2008-5 through 2008-8 as instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.
This report is intended solely for the information and use of management, City Council, others within the entity, and 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.

Curry, P.A.

December 22, 2008
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REPORT ON COMPLIANCE WITH REQUIREMENTS

APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable Mayor and Members of the City Council

City of Liberty

Liberty, South Carolina

Compliance
We have audited the compliance of the City of Liberty, South Carolina, with the types of compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal programs for the year ended June 30, 2008. The City of Liberty’s major federal programs are indentified 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 City of Liberty’s management. Our responsibility is to express an opinion on the City of Liberty’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 City of Liberty’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 City of Liberty’s compliance with those requirements.

In our opinion, the City of Liberty, complied, in all material respects, with the requirements referred to above that are applicable to each of its major federal programs for the year ended June 30, 2008.
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Internal Control Over Compliance

The management of the City of Liberty, 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 City of Liberty’s internal control over compliance with the requirements that could have a direct and material effect on a major federal program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance, 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 City of Liberty’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance 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 noncompliance requirement of a federal program on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to administer a federal program such that there is more than a remote likelihood that noncompliance with a type of compliance requirement of a federal program that is more than inconsequential will not be prevented or detected by the entity’s internal control.
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a remote likelihood that material noncompliance with a type of compliance requirement of a federal program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this section and would not necessarily indentify all deficiencies in internal control that might be 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, City Council, others with the entity, and 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.

Curry, P.A.

December 22, 2008
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Federal
Loan








CFDA                 Grant/Award
Award
Federal
Amount
Federal Grantor/Program Title
 Number  
            Number              
Amount
Expenditures
Outstanding
US Department of Housing and Urban Development


Passed through SC Department of Commerce



Water System Improvements – Community



Development Block Grant
14.228
   4-G-07-001
$
867,600
$
774,687
$             -

US Department of Homeland Security


Federal Emergency Management Agency



Assistance to Firefighters Grant
97.044
           EMW-2007-FO-10430
$
44,027
$
 44,027
$             -
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_________________________________________________________________________________________________________
BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the City of Liberty, 

South Carolina and is presented on the accrual basis of accounting. The information in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, the basic financial statements.
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CITY OF LIBERTY, SOUTH CAROLINA
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2008
_________________________________________________________________________________________________________
Summary of Auditors’ Results:

1. The audit report issued on the financial statements was unqualified.

2. The compliance report for major programs was unqualified.

3. The threshold amount to distinquish between Type A and Type B Programs is $300,000.
4. The City of Liberty, South Carolina did not qualify as a low-risk auditee.
5. The Community Development Block Grant (4-G-07-001) was selected as the major (Type A) program.
Federal Awards Findings and Questioned Costs:
1.  None

Generally Accepted Governmental Auditing Standards Findings and Questioned Costs:




1. See the following Schedule of Findings And Questioned Costs.
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CITY OF LIBERTY, SOUTH CAROLINA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2008

________________________________________________________________________________________________

INTERNAL CONTROL OVER FINANCIAL REPORTING

2008-1 There were a number of transactions that weren’t recorded at year end that were June 30, 2008 transactions.
These transactions/adjustments were made through the course of the audit to bring the financial records to the accrual basis of accounting.

2008-2 In some instances the City’s accounting personnel both bill the revenue and process the revenue (accounts receivable) payment. Therefore, at times there is a lack of segregation of duties in accounting.
2008-3 There is only minimum oversight from the Mayor and Council over the effectiveness of the internal control

procedures of the City.

2008-4 The City’s Mayor and Council provide minimum oversight over the City’s financial accounting records.

.

COMPLIANCE AND OTHER MATTERS

2008-5 A number of businesses failed to supply the required proof of gross receipts with their business applications.

2008-6 Some hospitality taxpayers failed to provide substantiation with their monthly hospitality tax payments.

2008-7 The City of Liberty could not provide a written procurement policy for purchases. The City stated that the City

has adopted the consolidated procurement code, Chapter 35 as their procurement policy.

2008-8 There were a few instances in which invoices were not approved prior to payment and there was an instance in
which a check was issued without a second signature.
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CITY OF LIBERTY, SOUTH CAROLINA

SCHEDULE OF RESPONSES TO THE FINDINGS AND  QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2008

________________________________________________________________________________________________

2008-1
The City will continue to try to record all of the current year’s transactions in the current year’s financial records. The City will enhance their month end and year end cut-off procedures.
2008-2
With the limited accounting staff total and complete segregation of duties will be hard to achieve. However, the City will review the current duties of the accounting personnel and make necessary changes in the segregation of duties to improve the internal control over the financial transactions.

2008-3
The Mayor and Council will review the effectiveness of the internal control system periodically, and they will make necessary enhancements to the City’s internal control system.

2008-4
The Mayor and Council will review the general ledger transactions on a monthly basis. The Mayor will design and implement a monthly transaction checklist to enhance their oversight responsibilities.

2008-5
In all instances business license applicants will be required to provide the appropriate, required proof of gross receipts.

2008-6
The accounting personnel will utilize the South Carolina gross sales report to confirm the sales as provided by the hospitality taxpayers.

2008-7 The City’s procurement policy will be formalized and updated in the current fiscal year.

2008-8
The City will continue to be vigilant in following the approval procedures, and all checks will have the necessary two signatures. 
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CITY OF LIBERTY

FINANCIAL STATEMENTS

For The Year Ended June 30, 2008

