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

City of Liberty           

Liberty, South Carolina

Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities, each major fund, and the aggregate remaining fund information of the City of Liberty as of and for the year ended June 30, 2014, which collectively comprise the City’s basic financial statements, as listed in the table of contents. 

Management’s Responsibility for the Financial Statements

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

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 from material misstatement.

An audit involves performing procedures to obtain evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
P. O. Box 925

Easley, S. C. 29641

Telephone (864) 855-5621 Fax (864) 855-5622

Member of 

American Institute of Certified Public Accountants

South Carolina Association of Certified Public Accountants
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To the Honorable Mayor and Members of the City Council

City of Liberty

Page Two

INDEPENDENT AUDITORS’ REPORT  (CONTINUED)
Auditor’s Responsibility (Continued)
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

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

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, the aggregate discretely presented component units,  each major fund, and the aggregate remaining fund information of the City of Liberty as of June 30, 2014, and the respective changes in financial position, and where applicable, cash flows there of for the year then ended in accordance with accounting principles generally accepted in the United States of America.
Other Matters 
Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis and the budgetary comparison information on pages 36 through 42 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 supplementary information in accordance with auditing standards generally accepted in the United States of America, which consisted of inquires of management about the methods of preparing the information and comparing the information for consistency with management’s responses to our inquires, the basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Management has omitted the management’s discussion and analysis that accounting principles generally accepted in the United States of America require to be presented to supplement the basic financial statements. Such missing 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. Our opinion on the basic financial statements is not affected by this missing information.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)
Other Matters (Continued)

Other Information
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 Schedule of Fines, Assessments, and Surcharges is presented for purposes of additional analysis and is not a required part of the basic financial statements. The 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 is also not a required part of the basic financial statements.
The Schedule of Fines, Assessments, and Surcharges 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 basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including comparing and reconciling such information directly to the underlying accounting and other records used to prepare the basic financial statements or to the basic financial statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States of America. In our opinion, the Schedule of Fines, Assessments, and Surcharges and the Schedule of Expenditures of Federal Awards are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required By Governmental Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated December 10, 2014, on our consideration of the City of Liberty’s internal control over financial reporting and on our tests 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 in considering the City of Liberty’s internal control over financial reporting and compliance.

Curry, P. A.

Easley, South Carolina

December 10, 2014
-3-

CITY OF LIBERTY, SOUTH CAROLINA

STATEMENT OF NET POSITION
JUNE 30, 2014









        Primary Government                                                                        


Governmental
  Business-type







                      Activities        
      Activities     
                     Total                 

ASSETS

Current Assets:

Cash and cash equivalents
 $
437,749
$                 -
$
437,749
Receivables (net of allowance for uncollectibles)



Utility billings
-
137,896
137,896

Other
57,062
-
57,062
Internal balances
-
722,051
722,051
Due from other governments
198,828
-
198,828
Prepaid expenses

9,971 

4,686 

14,657 


Total current assets
 
703,610 

864,633 

1,568,243
Non-current assets:

Restricted assets


Cash
400,417
19,698
420,115
Capital assets 



Land
114,668
6,414
121,082

Construction In Progress
2,863
-
2,863

Buildings and system improvements
1,576,991
56,013
1,633,004

Roads, sidewalks, and city lots
1,255,696
-
1,255,696

Water and sewer lines
-
5,308,130
5,308,130
Vehicles
905,941
152,731
1,058,672

Machinery and equipment
736,844
427,602
1,164,446
Furniture and fixtures
12,092
-
12,092
Software
32,004
21,208
53,212
Less: accumulated depreciation
     (3,042,915)
     (2,478,965)
(5,521,880)

Intangibles, net
                 -


1,912 

1,912 
Total non-current assets

1,994,601

3,514,743
 
 5,509,344

Total assets

2,698,211 

4,379,376 

7,077,587
LIABILITIES

Current liabilities:

Accrued liabilities
114,769
49,047
163,816
Accrued interest
3,059
5,576
8,635
Capital lease obligations, current
40,708
-
40,708
Bonds payable, current
47,178
13,132
60,310
Customer deposits subject to refunds
-
15,125
15,125
Internal balances

722,051 

-

722,051 

Total current liabilities

927,765 

82,880 

 1,010,645 
Non-current liabilities:
Compensated absences
49,752
11,448
61,200
Capital lease obligations, non-current
32,948
-
32,948
Bonds payable, non-current

48,999 

150,333 

199,332 
      Total noncurrent liabilities

131,699 

161,781 

293,480 


Total liabilities

1,059,464 

244,661 

1,304,125
NET POSITION
Invested in capital assets, net of related debt
1,424,351
3,331,580
4,755,931
Restricted for


Local law enforcement and victims’ assistance
30,114
-
30,114

Recreation and tourism
204,576
-
204,576

Debt service and TIF expenditures
165,727
-
165,727
Unrestricted

     (186,021) 

803,135 

617,114
Total net position
$
1,638,747 
$
4,134,715 
$
5,773,462 

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

STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2014






                                                                     Net Revenues (Expenses) and 




                                                
                                                
Program Revenues                                              
                    Changes in Net Position                                                                                                                                                                                                                    




                                                                                                                               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
$
356,798
$
589,502
$
-
$
-
$
 232,704                $    
-
$
   232,704





Police
800,229

35,232

75,498
21,423

(668,076)

-
(668,076)





Fire
545,998
205,000
-
-

(340,998)

-
(340,998)



Public Works

381,652

120,029

-
-

(261,623)

-
(261,623)


Recreation
 
354,990

103,126

-

-
 
     (251,864) 
                   -

(251,864)


Total governmental activities

2,439,667

1,052,889

75,498
 
 21,423
 
  (1,289,857)
                   -
   (1,289,857)

Business-type activities



Utility system

1,187,939

1,098,239

-

81,925
                   -
     
 (7,775)                 
  (7,775)


Total primary government
$
3,627,606
$
2,151,128

$
75,498
$
103,348                   
 (1,289,857)
      
(7,775)                
 (1,297,632)









General Revenues:





Local taxes


906,133
-
906,133




State-shared revenues



70,934
-
70,934




Fines
172,002
-
172,002




Restricted investment earnings



-
107
107




Other revenues

168,913 

3,014

171,927       





Total general revenues 



1,317,982 
  
         3,121
 
   1,321,103 





Changes in net position



28,125

(4,654)

23,471

      





Net position, beginning of year 



1,610,622

4,139,369 
    5,749,991 






Net position, end of year

                                                                                                
$
1,638,747
$  4,134,715 
$  5,773,462 
             
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, 2014
Assets:



Cash and cash equivalents


$
437,749


Receivables:




Taxes/licenses/fines


221,361



Trade accounts


15,072



Other



19,457



Prepaid expenses
9,971


Restricted assets




Cash and cash equivalents


 
400,417






Total assets


$
1,104,027
Liabilities:



Accrued payroll liabilities


$
58,026


Accrued liabilities


56,743


Internal balances


722,051


Unearned revenue



2,859




Total liabilities



839,679 

Deferred Inflows of Resources:




Unavailable revenue, property taxes

                                                                    
73,515





Total deferred inflows of resources

                                                                    
73,515




Fund Balances:



Nonspendable 




Prepaid expenses


9,971



Restricted 




400,417


Unassigned




      (219,555)





Total fund balances


 
   190,833 





Total liabilities, deferred inflows of resources, and fund balances

$
1,104,027
Fund Balances – Total Governmental Fund


$ 
190,833


Amounts reported for governmental activities in the statement






of net position are different because:






Capital assets used in governmental activities are not financial







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

1,594,184





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







and, therefore, are not reported in the governmental fund

(219,585)





Unearned revenue in the governmental fund is susceptible to






full accrual in the entity-wide statements.


2,859





Property taxes, deferred inflows of resources in the governmental fund,







are susceptible to full accrual in the entity-wide statements.

73,515






Accrued interest expense is recorded for government-wide statements









but is not recorded in the governmental fund.


     
(3,059)
Net Position Of Governmental Activities


$
1,638,747 
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, 2014
REVENUES:


Taxes
$
897,532

Permits and fees

589,548





Fines and forfeitures


172,002






Shared revenues


250,934







Miscellaneous


303,205






Charges for services

245,970





Total Revenues

2,459,191


EXPENDITURES:



CURRENT:





Administrative Department


382,392







Police Department


800,287







Fire Department


498,228







Public Works Department


373,726





Recreation Department


308,737


DEBT SERVICE:





Principal


69,440





Interest

6,739  





Total Expenditures

2,439,549 
Excess of Revenues





Over Expenditures


  
19,642
OTHER FINANCING SOURCES:





Capital Lease


                                                           
49,015






Total Other Financing Sources


                                                           
49,015

Net Change in Fund Balance



68,657
FUND BALANCE, BEGINNING

122,176 
FUND BALANCE, ENDING
$
190,833 
 


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

FOR THE FISCAL YEAR ENDED JUNE 30, 2014
Net change in fund balance - total governmental fund


$  68,657
   



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 depreciation of $222,230 exceeded capital outlays of $158,322 in the





current period.


(63,908)



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





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





amount of long-term debt payments. 


69,440



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





wide statement. This amount is a net increase in unearned revenue of $69.

69



Property taxes, deferred inflows of resources in the governmental fund, are susceptible to full 





 accrual on the entity-wide statements. This amount is a net increase in deferred inflows of $8,532.
8,532




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  $6,918, an increase in expenses.
        (6,918)



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, a reduction in





in expenses.



1,268



The governmental fund reports capital lease obligations as other financing  sources. However in the





entity-wide statements, capital lease obligations are reported as additional liabilities.

(49,015)




Change in net position of governmental activities


$     28,125


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, 2014 

_______________________________________________________________________________________________

                                                                                                                                                                                       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                  AMOUNTS         POSITIVE (NEGATIVE)             

REVENUES:



Taxes
$
813,900
$
813,900 
$
897,532
$
83,632


Permits and fees
581,450 
581,450
589,548
8,098


Fines and forfeitures
130,000
130,000
172,002
42,002


Shared revenues
220,000
220,000
250,934
30,934


Miscellaneous
207,375
207,375
303,205
95,830


Charges for services

255,500 

255,500 

245,970

(9,530)





Total Revenues

2,208,225

2,208,225

2,459,191

250,966
EXPENDITURES:

    
CURRENT:




Administrative Department
284,561

284,561
327,590
(43,029)



Police Department
752,826

752,826
773,893
(21,067)



Fire Department
501,313

501,313
497,270
4,043



Public Works Department
277,886

277,886
315,187
(37,301)



Recreation Department
254,539

254,539
291,108
(36,569)



Capital Expenditures
63,000
63,000
158,322
(95,322)
    DEBT SERVICE:




Principal
67,000

67,000
69,440
(2,440)



Interest

7,100

7,100

6,739
         
361

 




Total Expenditures
 
 2,208,225

2,208,225 

2,439,549
       
(231,324)
Excess of Revenues





Over Expenditures
  
 -
   
      -

    19,642
       
    19,642
OTHER FINANCING SOURCES: 


Capital Lease                                             
               -              
                 -                  
    49,015                    
     49,015






Total Other Financing Sources        
                  -                               -                  
    49,015                    
     49,015

Net Change in Fund Balance 
                                        -
                               -                      68,657
                         68,657



FUND BALANCE, BEGINNING

122,176

122,176

122,176
        
-
               

FUND BALANCE, ENDING
$
     122,176 
 $
122,176
$
190,833
$
68,657
The accompanying notes are an integral part of the financial statements.
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CITY OF LIBERTY, SOUTH CAROLINA

STATEMENT OF NET POSITION
PROPRIETARY FUND

JUNE 30, 2014
ASSETS

Current Assets



Operational Receivables (net of allowance for uncollectibles)


$
137,896


Prepaid expenses


4,686


Internal balances



722,051 




Total current assets



864,633 
Non-current Assets  

Restricted Assets






Cash




         19,698
Capital assets






Land





6,414



Buildings and system improvements


56,013


Water and sewer lines


5,308,130


Vehicles




152,731


Machinery and equipment


427,602


Software




21,208



Less: Accumulated depreciation


(2,478,965)


Intangibles, net




1,912




Total non-current assets



3,514,743 





Total assets


$
4,379,376 
LIABILITIES

Current Liabilities






Accrued liabilities


 $       49,047


Accrued interest


5,576


Bonds payable, current


13,132


Customer deposits subject to refund



15,125




Total current liabilities



82,880
Non-current Liabilities



Compensated absences


11,448


Bonds payable, non-current



150,333




Total non-current liabilities



161,781 




Total liabilities



$     244,661
NET POSITION






Invested in capital assets, net of related debt


$  3,331,580


Unrestricted




803,135




Total net position


$
4,134,715
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 POSITION 

PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2014
________________________________________________________________________________________________________


OPERATING REVENUES:




Water billings

$
433,469



Sewer billings


664,770



Grant


81,925



Miscellaneous


3,014 






Total Operating Revenues


1,183,178
OPERATING EXPENSES:




Water Department

223,980



Water Purchases

197,147



Sewer Department

175,819



County facility fees

291,787



Inter-municipal agreement

98,171



Cramer/Roper fees

49,873



Bad debt expense

5,000



Depreciation

136,472



Amortization


203







Total Operating Expenses


1,178,452


Operating Income 

           4,726
NON-OPERATING REVENUES (EXPENSES):




Interest expense

(9,487)



Interest income

             107






Total Non-Operating Revenues (Expenses)


(9,380)


Change in net position


(4,654)
NET POSITION, BEGINNING


4,139,369
NET POSITION, ENDING

$
4,134,715
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, 2014
________________________________________________________________________________________________

CASH FLOWS FROM OPERATING ACTIVITIES:



Receipts from customers and users

$
1,172,376


Payments to suppliers

(993,652)


Payments to employees

       
 (158,953)










Net cash provided by operating activities


19,771









CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:



Cash decrease in internal balances


(7,964)



Principal paid on revenue bonds
          

(11,941)



Interest paid on revenue bonds
                                                                                                                                                         (9,487)


Capital assets purchased

         (101,912)




Net cash used for capital and related financing activities

      
   (131,304)
CASH FLOWS FROM INVESTING ACTIVITIES:


Interest Income
 

107


Expenditures of certificates of deposit


     (31,680)




Net cash provided by investing activities


(31,573) 





Net decrease in cash and cash equivalents

(31,573)





 Cash And Cash Equivalents, Beginning Of Year


51,271 





  


 

 Cash And Cash Equivalents, End Of Year

$
19,698 









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



Operating income

$
4,726



Adjustments to reconcile operating income to net




  
cash provided by operating activities








Depreciation and amortization

136,675







Increase in operational receivables

(13,902)







Increase in prepaid expenses

(1,198)







Increase in allowance for doubtful accounts

5,000







Decrease in compensated absences

(3,765)







Decrease in deposits

(1,900)







Decrease in accrued liabilities

(105,987)







Increase in accrued interest

                 122







Total adjustments

       
  15,045 
Net Cash Provided By Operating Activities

$
19,771 
The accompanying notes are an integral part of the financial statements.
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CITY OF LIBERTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2014

________________________________________________________________________________________________

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.


The following is a summary of the more significant policies:


GASB Statement No. 62, “Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements” The primary objective of GASB No.62 is to directly incorporate the applicable guidance from certain FASB and AICPA pronouncements into the state and local government accounting and reporting standards.

GASB Statement No. 63, “Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position”  This Statement requires governments to report deferred outflows of resources, deferred inflows of resources, and a net position of the government, which is the residual of all other elements presented in the entity’s statement of financial position. Amounts that are required to be reported as deferred outflows are reported in a statement of net position in a separate section following assets. Similarly, amounts required to be reported as deferred inflows of resources are reported in a separate section following liabilities. The statement of net position reports the residual amount as net position, rather than net assets or equity.
The City adopted the following new Governmental Accounting Standards Board (GASB) pronouncement for the year ended June 30, 2014.                                           
GASB Statement No. 65, “Items Previously Reported as Assets and Liabilities” This Statement requires governments to reclassify certain items as deferred outflows of resources that were previously reported as assets and to reclassify certain items as deferred inflows of resources that were previously reported as liabilities. This Statement also provides other financial reporting guidance related to the impact of the financial statement elements of deferred outflows of resources and deferred inflows of resources. Specifically, the Statement amends the criteria for determining major funds and limits the use of the term deferred in financial statement presentations.
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GASB Statement No. 68, “Accounting and Financial Reporting For Pensions” This Statement will replace GASB Statement No. 27, Accounting for Pensions by State and Local Governmental Employers, as well as the requirements of Statement No. 50, Pension Disclosures, as they relate to pensions that are provided through pension plans administered as trusts or equivalent arrangements (hereafter jointly referred to as trusts) that meet certain criteria. The primary objective of this Statement is to improve accounting and financial reporting by state and local governments for pensions. It also improves information provided by state and local governmental employers about financial support for pensions that is provided by other entities. The Statement establishes standards for measuring and recognizing liabilities, deferred outflows of resources, deferred inflows of resources, and expense/expenditures. For defined benefit pensions, this Statement identifies the methods and assumptions that should be used to project benefit payments, discount projected benefit payments to their actuarial present value, and attribute that present value to periods of employee service. Note disclosure and required supplementary information requirements about pensions are also addressed in the Statement. Distinctions are made regarding the particular requirements for employers based on the number of employers whose employees are provided with pensions through the pension plan and whether pension obligations and pension plan assets are shared. In addition, this Statement details the recognition and disclosure requirements for employers with liabilities (payables) to a defined benefit pension plan and for employers whose employees are provided with defined contribution pensions. This Statement also addresses circumstances in which a nonemployer entity has a legal requirement to make contributions directly to a pension plan. This Statement is effective for fiscal years beginning after June 15, 2014. The City will adopt GASB Statement No. 68 for the year ending June 30, 2015.
Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net position and the statement of activities) report information on all of the non-fiduciary 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.
Measurement focus, basis of accounting, and financial statement presentation

The government-wide and the proprietary fund financial statements are reported using the economic resources measurement focus and the accrual basis of accounting. 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 revenue 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.

-14-
CITY OF LIBERTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2014


________________________________________________________________________________________________

Measurement focus, basis of accounting, and financial statement presentation (Continued)

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 charges to customers or applicants for goods, services, or privileges provided, operating grants and contributions, and 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.
Measurement focus, basis of accounting, and financial statement presentation 

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues and expenses generally result from providing services and producing and delivering goods in connection with a proprietary fund’s principle ongoing operations. The principle 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 non-operating 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 Position or Fund Balance
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. Section 6-5-10 of the SC Code of Laws outlines authorized investments for political subdivisions. The City has chosen to adhere to the SC Code of Laws regarding the type of investments that it is allowed to make as opposed to formally adopting its own deposit and investment policy.
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 January 15th of the next year. 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 Cash:
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.

Furthermore, restricted cash in the General Fund 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 TIF expenditures.

Such General Fund resources are included in cash on the financial statements and consist of the following:

                                     Local Law Enforcement and Victims’ Assistance      
$   30,114
                                     Recreation and Tourism                                                 
204,576    
  
Debt Service and TIF Expenditures                              
   165,727          
                                     Total Restricted Cash in General Fund                      

$ 400,417
Restricted cash in the Enterprise Fund consists of certain resources set aside for the repayment of certain designated expenses.
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Restricted Cash (Continued):
The restricted cash is limited by applicable bond covenants. Such resources are included in cash on the statement of net position and consist of the following:

Reserve for Contingency

$
9,849

Reserve for Depreciation

     9,849

Total Restricted Cash in Enterprise Fund

$
19,698
The “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. 

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 the estimated fair market value at the date of the donation.

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                                                        4-15
Years


Vehicles

 3-5
Years


Machinery and equipment
 3-10
Years


Furniture & fixtures
 5
Years


Software

 3
Years
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.
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Net Position and Fund Balance:
Net position in government-wide and proprietary fund financial statements are classified as invested in capital assets, net of related debt; restricted; and unrestricted. Restricted net position represents constraints on resources that are either externally imposed by creditors, grantors, contributors, or laws or regulation of other governments, or imposed by law through state statute. 

In the governmental fund financial statements, fund balance is composed of five classifications designed to disclose the hierarchy of constraints placed on how the fund balance can be spent.

The governmental fund types classify fund balances as follows:

Non-spendable Fund Balance – This classification includes amounts that cannot be spent because they are either (a) not in spendable form or (b) legally or contractually required to be maintained intact.

Restricted Fund Balance – This classification includes amounts that are restricted to specific purposes externally by creditors or imposed by law.

Committed Fund Balance – This classification is the portion of the fund balance that can only be used for specific purposes imposed by majority vote by the City of Liberty’s governing body (highest level of decision-making authority). Any changes or removal of specific purpose requires majority action by the governing body.

Assigned fund balance – This classification is the portion of the fund balance that the City of Liberty intends to use for specific purposes.

Unassigned fund balance – This classification is the portion of the fund balance that has not been restricted, committed, or assigned to specific purposes or other funds.
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 the City’s financial position and results of operations and disclosure of contingent assets and liabilities.  Actual results could differ from these estimates.

Contingencies:
On February 14, 2000, the City of Liberty adopted a redevelopment plan in which the City outlined various redevelopment projects to be undertaken in a designated redevelopment project area in Liberty. The City issued Tax Increment Bonds and used Tax Increment Funds (TIF) received from Pickens County to fund the redevelopment projects. Tax Increment Funds are generated from real property taxes assessed on the increase in real property tax values of the property located in the redevelopment project area over the real property tax values in the year the redevelopment plan was adopted. The real property taxes generated from the increased assessed value are considered the increment. According to the TIF statute, municipalities that receive Tax Increment Funds are to use those funds for the repayment of principal and interest on Tax Increment Bonds. The TIF statute further requires that any Tax Increment Funds remaining after repayment of the debt service must be remitted annually to the taxing districts. 
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Contingencies (Continued):

Therefore, the Tax Increment Funds in excess of the debt service payment may have to be remitted to the taxing districts by the City for the year ended June 30, 2014. The amount of this adjustment is not determinable and, therefore, has not been reflected in the financial statements.
NOTE 2 – RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Explanation of certain differences between the governmental fund balance sheet and the government-wide statement of net position
The governmental fund balance sheet includes a reconciliation between fund balance – total governmental fund and net position -governmental activities as reported in the government-wide statement of net position. 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 statement of net position.

Capital Assets, Net of Depreciation                                                         $  1,594,184




Unearned revenue, a liability in the governmental fund, is susceptible to full accrual in the government-wide statement of net position. This is the additional unearned revenue that has been taken into income in the 

government-wide statement of net position.

                      Unearned Revenue
$
2,859
Property taxes, deferred inflows of resources in the governmental fund, are susceptible to full accrual in the governmental-wide statement of net position. This is the additional deferred inflows of resources that have been taken into income in the government-wide statement of net position.


Deferred Inflows of Resources



                   $
  73,515
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 position.


Accrued Interest 
$      (3,059)
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NOTE 2 – RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (CONTINUED)

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 balance sheet includes a reconciliation between fund balance – total governmental fund and net position– governmental activities as reported in the government-wide statement of net position. 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 $219,585 consists of bonds payable of $96,177, capital leases payable of $73,656, and compensated absences payable of $49,752.

 
Capital Leases
$     (73,656)


Bonds Payable

(96,177)


Compensated Absences

    (49,752)



$    (219,585)
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 position 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 $63,908 difference are as follows:


Capital outlays (Current Year)
$
 158,322

Depreciation expense
 
 (222,230)

Net adjustment to decrease net changes in fund balances -
$
 (63,908)




total governmental fund to arrive at changes in net position

of governmental activities


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 position.” The details of this difference are as follows:


Principal repayments:



Capital leases
$ 
 24,015


Bonds payable

45,425 

Net adjustment to increase net changes in fund balance-
$
69,440

total governmental fund to arrive at changes in net position

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

Unearned 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.

Adjustment due to the net increase in unearned revenue
$
69
Property taxes, deferred inflows of resources in the governmental fund, are

not recognized as income until receipt. In the entity-wide statements, property

taxes are recognized on the full accrual basis.



Adjustment due to the net increase in deferred inflows of resources
$
8,532
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, a 

reduction in expenses. 
$
1,268
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, an increase in expenses.
$
(6,918)
The governmental fund reports capital lease obligations as other financing

sources. However, in the entity-wide statements, capital lease obligations are 

reported as additional liabilities.

                    $   (49,015)
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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:
Section 330.15 of the Federal Deposit Insurance Corporation’s regulations governs the insurance coverage of the accounts for public units, which includes states, counties, municipalities, or any political subdivisions of the public units. According to Section 330.15, the insurance coverage of public unit accounts depends upon the type of deposit and the location of the insured depository institution of the official custodian. If the public unit and the public unit’s official custodian are located in the same state, then all time and savings deposits owned by the public unit are combined and insured up to $250,000. Also, all demand deposits owned by the public unit are combined and separately insured up to $250,000. However, if the public unit and the public unit’s official custodian are located in different states, time; savings; and demand deposits owned by the public unit are combined and insured up to $250,000. In other words, time and savings deposits would not be insured separately from demand deposits.
At June 30, 2014, the book balance of the City’s cash deposits held at First Citizens Bank was $837,324, and the book balance of the City’s certificates of deposit was $19,698. Of the total book balance of the City’s cash deposits and certificates of deposit, $250,000 was covered by federal depository insurance. Since the City is located in South Carolina, and the official custodian is located in North Carolina, all deposits were combined and insured up to $250,000. Therefore, total deposits at First Citizens Bank that were not insured by federal depository insurance were $607,022 on June 30, 2014.

As of June 30, 2014, collateral was pledged to secure the 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.

-22-

CITY OF LIBERTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2014


________________________________________________________________________________________________

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, 2014 consists of the following:


Due from State of South Carolina – General Fund:


Local Option Sales Tax Distributions
$
64,990

Aid To Subdivision Distributions
15,557

Merchants Inventory Tax
1,662


Property Taxes from Pickens County
73,515

School Resource Officer Reimbursement from School District
17,750


Municipal Association of South Carolina
10,778

SC Regional Housing Authority
5,186




City of Pickens Dispatch Services
9,000

City of Anderson



Juvenile Housing Fees
260

City of Seneca


Juvenile Housing Fees
65



City of Pickens



Juvenile Housing Fees
          65


Total Due From Other Governments
$
198,828
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NOTE 4 – CAPITAL ASSETS

Capital assets

Capital asset activity for the year ended June 30, 2014 was as follows:

Primary Government



Beginning
Ending

 


 
Balance


Increases


Decreases


Balance

 
Government activities


Capital assets, not being depreciated


Land
$
114,668
$
-
$
-
$
114,668

Construction in progress

2,863

-

-

2,863
      Total capital assets not being depreciated

117,531 

-

-

117,531 


Capital assets being depreciated


Buildings and improvements
1,528,313
48,678
-
1,576,991

Machinery and equipment
689,795
47,049
-
736,844

Furniture and fixtures
12,092
-
-
12,092

Roads, sidewalks, and City lots
1,253,196
2,500
-
1,255,696

Software
27,004
5,000
-
32,004

Vehicles

850,846

55,095

-

905,941 


Total capital assets being depreciated

4,361,246

158,322

-

4,519,568

Less: accumulated depreciation for


Buildings
(938,200)
(60,280)
-
(998,480)

Machinery and equipment
(613,765)
(27,405)
-
(641,170)


Furniture and fixtures
(8,742)
(1,802)
-
(10,544)


Roads, sidewalks, and city lots
(521,669)
(67,961)
-
(589,630)


Software
(27,003)
(1,111)
-
(28,114)


Vehicles

(711,306)

(63,671)

- 

(774,977)

Total accumulated depreciation

(2,820,685)

(222,230)

-

(3,042,915)

Total capital assets being depreciated, net

1,540,561 

(63,908)

-

1,476,653 

Governmental activities capital assets, net
$
1,658,092 
$
(63,908)
$
-
$
1,594,184 

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


Government activities



General government



$
25,990


Police



21,890


Fire



49,519


Public works



62,496


Recreation




62,335

Total depreciation expense – governmental activities



$
222,230
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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

56,013
-
-
56,013

Machinery and equipment
426,031
1,571
-
427,602

Water and sewer lines
5,207,789
100,341
-
5,308,130

Software
21,208
-
-
21,208


Intangibles
8,125
-
-
8,125


Vehicles

152,731 

       -

       -

152,731

Total capital assets being depreciated
 
 5,871,897 

101,912
 
    -
 
 5,973,809

Less: accumulated depreciation for


Buildings and system improvements
(46,412)
(504)
-
(46,916)

Machinery and equipment
(403,939)
(4,086)
-
(408,025)

Water and sewer lines
(1,718,203)
(131,882)
-
(1,850,085)

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


Intangibles
(6,010)
(203)
-
(6,213)

Vehicles
 
     (152,731)
 
    -

      -

(152,731)

Total accumulated depreciation

   (2,348,503)
 
  (136,675)

- 
 
(2,485,178)

Total capital assets being depreciated, net

3,523,394 
 
  (34,763)

        -

3,488,631

Governmental activities capital assets, net
$
3,529,808
$
(34,763)
$                - 
$
3,495,045
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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.



$ 
96,177

Total General Fund Bonds Payable



$   96,177
The following represents maturity of the General Fund bonds payable as of June 30, 2014:


June 30, 2015




47,178

June 30, 2016




     48,999
Total General Fund Bonds Payable



$
96,177
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.



$ 163,465

Total Enterprise Fund Bonds Payable



 $ 163,465
The following represents maturity of the enterprise fund reserve bonds as of June 30, 2014:


June 30, 2015




13,132

June 30, 2016




13,788

June 30, 2017




14,478

June 30, 2018




15,202

June 30, 2019




15,962


Thereafter





90,903

Total Enterprise Fund Bonds Payable



$
163,465
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NOTE 6  -  LONG TERM DEBT (CONTINUED)  

Annual debt service requirements to amortize all bonds payable including interest outstanding of $55,188 are as follows:



   Tax
Water



Year Ending
               Increment
                  System
   


     June 30        
 
     Bonds    
      
  1983 Bonds      
 
  Total     
  



2015

$
50,890
$
21,305
$
72,195




2016

50,890
21,305
72,195




2017

-
21,305
21,305




2018

-
21,305
21,305


2019

-
21,305
21,305


                                         Thereafter
 
-

106,525

106,525


                         Total

$
101,780
$
213,050         
$
314,830














During the year ended June 30, 2014, the following changes occurred with the bonds payable:


Balance
Balance
Due



July 1, 2013


Additions


Reductions


June 30, 2014

Within 1 Year



General Fund:


Bonds payable
$
141,602
$
-
($
45,425)
$
96,177
$
47,178

   Total
$
141,602
$
-
($
45,425)
$
96,177
$
47,178


Enterprise Fund:



Revenue bonds
$
175,405
$
-
($
11,940)
$
163,465
$
13,132

      Total 

$
175,405
$
           -
($
11,940)
$
163,465
$
13,132
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NOTE 7 – CAPITAL LEASE OBLIGATIONS

The City has entered into a lease agreement as lessee to finance the acquisition of one 2011 Dodge Avenger 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, 2014:



               
  General Fund   





  Police Vehicle


$
15,860
The following is a schedule of the future minimum lease payments (including interest) required under the capital lease and the present value of the net minimum lease payments as of June 30, 2014:




                       Year Ending



June 30


General Fund





2015
$
     4,250




 
$
4,250



Total minimum lease payments
$
4,250



Less:  amount representing interest


(118)




Present value of future minimum




lease payments


$
4,132 



-28-
CITY OF LIBERTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2014


________________________________________________________________________________________________

NOTE 7 – CAPITAL LEASE OBLIGATIONS (CONTINUED)
The City has entered into a lease agreement as lessee to finance the acquisition of two 2011 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, 2014:



               
  General Fund   





  Police Vehicles

$
60,000
The following is a schedule of the future minimum lease payments (including interest) required under the capital lease and the present value of the net minimum lease payments as of June 30, 2014:




                       Year Ending



June 30


General Fund





2015
$
21,037




 
$
   21,037



Total minimum lease payments
$
21,037



Less:  amount representing interest


(528)




Present value of future minimum




lease payments


$
20,509 



-29-
CITY OF LIBERTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2014


________________________________________________________________________________________________
NOTE 7 – CAPITAL LEASE OBLIGATIONS (CONTINUED)
The City has entered into a lease agreement as lessee to finance the acquisition of a 2005 Freightliner M2 truck for the Public Works Department. 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, 2014:



               
  General Fund   





  Public Works Vehicle

$
49,015
The following is a schedule of the future minimum lease payments (including interest) required under the capital lease and the present value of the net minimum lease payments as of June 30, 2014:




                       Year Ending



June 30


General Fund





2015
$
16,890




2016
$
16,890




2017

$   16,890




 
$
   50,670



Total minimum lease payments
$
50,670




Less:  amount representing interest


(1,655)




Present value of future minimum




lease payments


$
49,015 



-30-
CITY OF LIBERTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2014


________________________________________________________________________________________________

NOTE 7- CAPITAL LEASE OBLIGATIONS (CONTINUED)

During the year ended June 30, 2014, the following changes occurred in capital leases:





 Balance



Balance
 Due




                                 July 1, 2013

Additions


Payments


June 30, 2014


Within 1 Year

Police Vehicles
 $
   48,656
$
-
($
24,015)
$
24,641
$
  24,641
Public Works Vehicle
  
-

49,015
 
    -

49,015

16,067
Total


 $   
48,656
$   49,015

($
24,015)
$
73,656
$
40,708



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. 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 (SCRS) and the Police Officers Retirement System (PORS) 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.
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NOTE 8 – RETIREMENT PLANS (CONTINUED)
Employee-required contributions to the Plans are as follows:


South Carolina Retirement System – 7.50% of salary


South Carolina Police Officers Retirement System – 7.84% 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 – 10.45% of salary


South Carolina Police Officers Retirement System – 12.44% of salary




All employees contribute at the actuarially required contribution rates.

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











                         
Percentage







Amount
                        
Contribution
Year ended June 30, 2014









Employer


           $142,875

100%


Employee


$  88,769

100%


Year ended June 30, 2013







Employer


$140,027

100%


Employee


$  84,080

100%

Year ended June 30, 2012

Employer
$142,108
100%


Employee
$  84,679
100%

Year ended June 30, 2011









Employer


           $135,694

100%


Employee


$  82,841

100%


Year ended June 30, 2010







Employer


$133,733

100%


Employee


$  83,929

100%

As of June 30, 2014, the City of Liberty did not report any outstanding pension liability or asset computed in accordance with GASB Statement 4 No. 27.
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NOTE 8 – RETIREMENT PLANS (CONTINUED)

However, as of June 30, 2015, the City will report an unfunded pension liability (net pension liability) in accordance with GASB Statement No. 68. The net pension liability will be measured as the portion of the present value of projected benefit payments to be provided through the pension plan to current active and inactive employees that is attributed to those employees’ past periods of service (total pension liability), less the amount of the pension plan’s fiduciary net position. Furthermore, the net pension liability will be shown on the fund financial statements to the extent the liability will be expected to be liquidated with expendable available financial resources. The net pension liability will also be shown on the government-wide financial statements. On the fund financial statements, the pension expenditures will be equal to the total of the cash paid by the City to the pension plan and the change between the beginning and ending balances of the amounts expected to be liquidated with expendable available financial resources. On the entity-wide financial statements, the pension expense will be recognized equal to the City’s proportionate share of the plan’s pension expense. 
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. Although 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

During the current fiscal year, the City provided service to approximately 1,400 water customers. The City did not receive a substantial percentage of its operating revenue from any single water customer.  
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.

NOTE 12 – SUBSEQUENT EVENTS

The City has evaluated all subsequent events through December 10, 2014. Per the City, as of this date, there have not been any subsequent events that should have had an effect on the financial statements as of and for the year ended

June 30, 2014.
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NOTE 13 – POST-EMPLOYMENT COST AND ACCRUED POST-EMPLOYMENT COST LIABILITIES


              OTHER THAN PENSIONS

The City has adopted GASB Statement 45. The statement improves the relevance and usefulness of financial reporting by (a) requiring systematic, accrual basis measurement and recognition of post-employment cost (expense) other than pensions over a period that approximates employees’ years of service and (b) providing information about actuarial
accrued liabilities associated with other post-employment benefits and whether and to what extent progress is being made in funding the plan.

The City has adopted GASB Statement 45. The statement improves the relevance and usefulness of financial reporting by (a) requiring systematic, accrual basis measurement and recognition of post-employment cost (expense) other than pensions over a period that approximates employees’ years of service and (b) providing information about actuarial accrued liabilities associated with other post-employment benefits and whether and to what extent progress is being made in funding the plan.

As of June 30, 2014 the City does not have any post-employment cost nor any accrued liabilities associated with post-employment benefits other than pensions.
NOTE 14 – SC DEPARTMENT OF PUBLIC SAFETY GRANT

The City of Liberty received a grant reimbursement in the amount of $24,522 from the SC Department of Public Safety for the year ended June 30, 2014. This grant reimbursement was for cameras and laptops for the police vehicles and patrol uniforms for ten certified officers. Prior to receiving the grant reimbursement, the City had expended $2,568 on the cameras, $18,825 on eight laptops, and $3,129 on police uniforms. The Police Department needed new and updated equipment to enable police officers to better protect and serve the citizens and victims of crime as well as preserve the safety of the police officers. More specifically, the new and updated equipment was needed to expedite the process of entering criminal data, preparing related reports, and searching and updating criminal records. Furthermore, the Police Department needed to replace old uniforms that had been used by many different police officers.  
NOTE 15 – SC MUNICIPAL INSURANCE TRUST GRANT
The City of Liberty received a total of $1,369 in grant reimbursements from the SC Municipal Insurance Trust for the year ended June 30, 2014. The partial reimbursement was for the purchase of police body armor vests that cost a total of $2,738. The City only received reimbursements for one half of the total cost. The body armor vests are to be worn in crowd control situations, drug enforcement activities, and during any high risk assignments.
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NOTE 16 – COMMUNITY DEVELOPMENT BLOCK GRANT

The City was awarded a Community Development Block Grant in the amount of $500,000 for the year ended

June 30, 2012. This grant was for sewer upgrades in the Liberty Woodside Community. The City received bids from several contractors for this sewer project. Enflow Utilities, LLC was chosen by the City as the low bidder. Under the grant, the City was reimbursed by the South Carolina Department of Commerce for invoices submitted from Enflow Utilities, LLC as various stages of the sewer project were completed. The City was required by the South Carolina Department of Commerce to maintain a separate bank account for which grant reimbursements were deposited and for which invoices from Enflow Utilities, LLC were paid. For the year ended June 30, 2014, the City received $81,925 in grant reimbursements from the South Carolina Department of Commerce. The sewer project was completed by June 30, 2014.

NOTE 17 – POST-EMPLOYMENT HEALTH CARE BENEFITS

In addition to providing pension benefits, the City provides certain health care benefits for retired employees through the South Carolina Retirement System. Most all the City’s employees can become eligible for those benefits if they reach normal retirement age while working for the City. Retired participants contribute to the plan by payment of the monthly premiums.
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         VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                         ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                  AMOUNTS         POSITIVE (NEGATIVE)
TAXES:






Property
$   280,000
$   280,000
           $      255,318        
  
$ (24,682)

Vehicle
25,000
25,000
38,629
13,629

Delinquent
20,000
20,000
22,322
2,322
  
Manufacturer’s
-
-
7,320

7,320

Local option sales tax
249,000
249,000
307,639

58,639

Merchant inventory

6,600

6,600
6,648
48

Accommodations

1,300

1,300
-
(1,300)

Homestead
53,000
53,000
52,770
(230)

Hospitality tax
62,000
62,000
76,607
14,607

TIF

114,000
114,000
119,501
5,501

Broker
 
3,000
         3,000

10,778
 
  7,778




 
 813,900
     813,900
                 897,532
 
   83,632 
PERMITS AND FEES:


Business license
110,000
110,000
97,353
(12,647)

Franchise fees
469,000
469,000
484,786
15,786

Yard sale fees
450
450
210
(240)

Building and miscellaneous permits
2,000
2,000
6,953
4,953

Police Fingerprint fees
-
-
30
30


Police Report fees
-
-
16
16


Election fees
 
   -
                -
     
200
 
   200




 
581,450
     581,450
   589,548 

8,098
FINES AND FORFEITURES:


Police fines
   
130,000
     130,000
   
172,002
    
42,002




   130,000
     130,000
   
172,002
  
  42,002
SHARED REVENUES: 


Fire district contract
180,000
180,000
180,000
-

Local governments
     40,000
     40,000

     
70,934
 
   30,934



   220,000
   220,000

   
250,934

30,934













MISCELLANEOUS:


Recyclables
40,000
40,000
41,695
1,695

Fire Department 1% Funds
16,615
16,615
13,516
(3,099)

Pickens Dispatch
36,000
36,000
36,000
-

School Resource Officer Grant
71,000
71,000
71,000
-

Miscellaneous
-
-
348
348

Miscellaneous Insurance Payments
-
-
36,226
36,226


S. C. Housing Authority
4,500
4,500
10,711
6,211
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       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

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




County Fire Calls 
25,000
25,000
25,000
-



Cell Tower Rent
10,560
10,560
10,560
-



Fire Fund Raiser
1,000
1,000
10,657
9,657



SC Department of Public Safety Grant
-
-
24,552
24,552



SCMIT Grant
-
-
1,369
1,369



Rosewood Rental Income
-
-
4,120
4,120



Police Bond Estreatment
-
-
2,371
2,371



Insurance Claims
-
-
5,080
5,080



Capital Leases
-
-
49,015
49,015



Confiscated Drug Cash

                -
  
     -
    
10,000
    
10,000            






     204,675
     204,675

    352,220
   
147,545
CHARGES FOR SERVICES:




Sanitation user fees
122,000
122,000
120,029
(1,971)



Recreation Department athletic fees
53,000
53,000
45,447
(7,553)



Recreation Department concessions
55,000
55,000
49,786
(5,214)



Recreation Department rentals
6,000
6,000
2,290
(3,710)



Recreation Department miscellaneous
7,200
7,200
5,603
(1,597)



Juvenile Facility
 
      15,000
       15,000
       22,815

       7,815






   
258,200
     258,200

     245,970
   
 (12,230)
TOTALS
$2,208,225
$2,208,225
$2,508,206
$299,981
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       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                 FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                 AMOUNTS         POSITIVE (NEGATIVE)
ADMINISTRATION:


Salaries and wages – regular 
$   78,386 
$   78,386

$
80,343
$  
(1,957)

Salaries and wages – council
16,200
16,200
23,475
(7,275)

Admin health/life insurance
64,000
64,000
64,079
(79)

Payroll taxes

6,000
6,000
7,691
(1,691)

Pension
8,310
8,310
8,735
(425)

Workers’ compensation/liability insurance
20,200
20,200
21,175
(975)

Legal and accounting
11,000
11,000
17,424
(6,424)

Maintenance and service contracts
8,000
8,000
12,212
(4,212)

Telephone
6,000
6,000
4,453
1,547

Postage
2,000
2,000
1,824
176

Department office supplies/printing
7,500
7,500
17,364
(9,864)

Seminars, conventions, and meetings
2,000
2,000
1,628
372

Utilities
10,000
10,000
21,432
(11,432)

Dues and subscriptions
2,500
2,500
3,374
(874)

Medical services
100
100
65
35

Holiday and festival expense
7,000
7,000
6,713
287

Contributions
1,000
1,000
4,914
(3,914)

Senior citizens contribution
1,500
1,500
1,254
246



Debt service principal
46,000
46,000
45,425
575

Debt service interest
5,500
5,500
5,466
34

Capital outlays
63,000
63,000
54,802
8,198



Legion Hut expense
350
350
288
62
Railroad lease
15
15
-
15
Landscape maintenance
-
-
553
(553)

Building permit inspection expense
9,000
9,000
12,166
(3,166)

Ashton Ridge tax rebate
-
-
6,386
(6,386)

Planning and zoning
500
500
479
21

Office furniture and equipment
1,000
1,000
354
646

Rosewood expenses
7,000
7,000
-
7,000

Repairs
2,500
2,500
1,795
705

Janitorial supplies
-
-
408
(408)


Election
4,500
4,500
1,945
2,555

Ordinance recodification
6,000
6,000
-
6,000

Bank charges
2,000
2,000
4,470
(2,470)

Vehicle expense
-
-
326
(326)

Miscellaneous
 
      -
       
-
          265

       (265)

Total Administration

   399,061

   399,061    
   433,283

  (34,222) 
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       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                 AMOUNTS         POSITIVE (NEGATIVE)
POLICE DEPARTMENT:


Salaries and wages – regular
473,036
473,036
468,496
4,540
         


Salaries and wages – overtime
8,000
8,000
5,415
2,585

Salaries and wages – municipal judge
12,400
12,400
8,370
4,030

Payroll taxes
37,748
37,748
35,197
2,551

Workers’ compensation insurance
11,000
11,000
12,741
(1,741)

Drug testing
700
700
985
(285)

Pension
60,692
60,692
61,959
(1,267)

Legal and accounting
-
-
1,833
(1,833)

Judge

500
500
2,572
(2,072)

Jury

500
500
795
(295)

Office furniture and equipment
500
500
296
204

Uniforms
5,000
5,000
8,173
(3,173)

Maintenance and service contracts
3,500
3,500
-
3,500

Maintenance and repairs to equipment
1,000
1,000
-
1,000

Computer expenses
3,800
3,800
3,681
119

Maintenance and repairs to buildings
500
500
286
214

Vehicle expense
39,500
39,500
45,401
(5,901)

Telephone
6,000
6,000
4,776
1,224

Department office supplies/printing
3,600
3,600
6,131
(2,531)

Seminars, conventions, and meetings
-
-
359
(359)

Dues and subscriptions
500
500
520
(20)

Medical
500
500
1,022
(522)

Juvenile center expenses
3,600
3,600
2,113
1,487

Shared fines – state
60,000
60,000
93,323
(33,323)

Victims’ rights
8,500
8,500
2,587
5,913

OSHA immunizations
250
250
-
250

Debt service principal
21,000
21,000
24,015
(3,015)

Debt service interest
1,600
1,600
1,273
327

Capital outlays
-
-
26,394
(26,394)

Tasers, radar, etc.
2,000
2,000
2,273
(273)

Prisoner expense
3,000
3,000
2,150
850

Postage
500
500
612
(112)

Contributions
500
500
474
26

Training
2,000
2,000
15
1,985

Medical treatment of prisoners
500
500
-
500

Tech Upgrade
1,000
1,000
-
1,000

Supplies
 
      2,000
     
2,000
  
    1,338
    
662


Total Police Department
  
 775,426

 775,426
 
 825,575
  
(50,149)
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       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                 AMOUNTS         POSITIVE (NEGATIVE)
FIRE DEPARTMENT:


Salaries and wages – regular
225,495
225,495
247,461
(21,966)

Salaries and wages – part-time
20,000
20,000
7,814 
12,186

Salaries and wages – overtime
41,529
41,529
22,272
19,257

Salaries and wages – retention
22,000
22,000
21,789
211

Salaries and wages – volunteer
30,000
30,000
30,000
-

Payroll taxes
25,935
25,935
23,639
2,296

Pension
41,700
41,700
36,525
5,175

Workers’ compensation insurance
7,000
7,000
8,988
(1,988)

Drug testing
400
400
205
195

Uniforms
7,000
7,000
6,780
220
Maintenance and service contracts
2,500
2,500
3,462
(962)
Vehicle expense
13,739
13,739
20,349
(6,610)

Telephone
3,000
3,000
7,062
(4,062)

Department office supplies/printing
800
800
1,635
(835)

Seminars, conventions, and meetings
3,000
3,000
7,076
(4,076)

Utilities
2,500
2,500
1,744
756

Dues and subscriptions
2,000
2,000
2,086
(86)

Medical
2,000
2,000
356
1,644

1% expense
16,615
16,615
14,363
2,252

Fire prevention
2,000
2,000
1,569
431

Fund raising 
1,000
1,000
6,365
(5,365)

Capital outlays
-
-
958
(958)



Rescue equipment
2,000
2,000
1,223
777

Postage
100
100
99
1

Training
2,500
2,500
2,005
495


Training meals
1,500
1,500
914
586

Repairs
3,500
3,500
3,776
(276)



Supplies
3,000
3,000
2,776
224

Physicals
3,000
3,000
2,620
380

Radios, walkies, and turnouts
8,000
8,000
8,320
(320)

Office furniture and equipment
3,000
3,000
2,688
312

Expenses funded by county
2,500
2,500
1,309
1,191

Eplorers

        2,000
         
2,000
              -
      
2,000 


Total Fire Department
  
501,313

     501,313
 
498,228

       3,085 
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       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                         ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                   AMOUNTS         POSITIVE (NEGATIVE)
PUBLIC WORKS:


Salaries and wages – regular
74,160
74,160
77,378
(3,218)

Salaries and wages – recycling
25,750
25,750
21,890
3,860

Salaries and wages – overtime
4,000
4,000
4,143
(143)

Salaries and wages – recycling overtime
2,000
2,000
3,755
(1,755)

Payroll taxes
5,673
5,673
5,919
(246)

Payroll taxes recycling
2,123
2,123
1,785
338

Unemployment
-
-
45
(45)


Workers’ compensation insurance
5,000
5,000
5,166
(166)

Pension
7,861
7,861
8,427
(566)

Pension recycling
2,942
2,942
2,636
306

Uniforms
4,000
4,000
4,289
(289)

Uniforms recycling
400
400
1,266
(866)

Recycling expense
-
-
80
(80)

Maintenance and repairs
4,500
4,500
4,517
(17)

Vehicle expense
35,000
35,000
37,282
(2,282)

Vehicle expense recycling
17,477
17,477
22,336
(4,859)


Telephone expense recycling
500
500
568
(68)

Department office supplies/printing
500
500
504
(4)

Utilities
55,000
55,000
70,276
(15,276)
Medical
300
300
136
164

Asphalt, concrete, gravel
-
-
3,042
(3,042)

Small hand tools
1,000
1,000
-
1,000

Capital outlays
-
-
58,539
(58,539)

Recycling bins
1,000
1,000
-
1,000

Cleaning supplies
2,500
2,500
2,288
212

Shop supplies
3,000
3,000
5,868
(2,868)

Meetings, seminars
-
-
25
(25)

Leaf bags
3,000
3,000
3,157
(157)

Lawn equipment
4,000
4,000
2,273
1,727

County waste fee
14,700
14,700
14,630
70

Inmate meals
-
-
51
(51)

Building removal
-
-
10,985
(10,985)

Animal control
-
-
325
(325)

Recycle dues, memberships
-
-
145
(145)

Recycling purchases
  
       1,500
 
      1,500
 
      -
   
   1,500   



Total Public Works
 
 277,886
 
 277,886
 
 373,726
 
(95,840)
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       VARIANCE  WITH

                                    

                                      BUDGETED AMOUNTS                        ACTUAL                FINAL BUDGET            

                                                                                ORIGINAL                     FINAL                 AMOUNTS         POSITIVE (NEGATIVE)
RECREATION DEPARTMENT:


Salaries and wages – regular

90,000

90,000

87,725
   
2,275

Salaries and wages – overtime
2,000
2,000
7,169
(5,169)

Payroll taxes
6,849
6,849
7,289
(440)

Pension
9,540
9,540
8,421
1,119

Workers’ compensation insurance
1,050
1,050
839
211

Maintenance and repairs
6,000
6,000
6,855
(855)

Vehicle expense
5,000
5,000
8,357
(3,357)

Uniforms and accessories
21,000
21,000
25,054
(4,054)

Telephone
2,500
2,500
1,742
758

Department office supplies
4,400
4,400
4,831
(431)

Recreation supplies
-
-
2,320
(2,320)


Utilities
26,000
26,000
45,431
(19,431)

Concession expense
18,800
18,800
20,695
(1,895)

Field and gym maintenance
5,000
5,000
3,832
1,168

Concession stand expense
600
600
1,308
(708)

Team equipment and supplies
8,500
8,500
6,808
1,692

Referees, officials
24,000
24,000
25,629
(1,629)

Insurance, participants
3,000
3,000
4,325
(1,325)

Program expenses
2,000
2,000
5,510
(3,510)

Light replacements
500
500
76
424

Field maintenance
4,000
4,000
4,465
(465)

Trophies, banquets
3,000
3,000
3,519
(519)

Safety code update
3,000
3,000
3,529
(529)

Postage
600
600
72
528

Landscape maintenance
5,000
5,000
3,396
1,604

Donations
200
200
66
134

Holiday expenses
500
500
205
295

Capital outlays
-
-
17,629
(17,629)

Background checks
-
-
23
(23)

Inmate Meals
-
-
125
(125)

Fund raising
-
-
1,492
(1,492)

Mower gas and repairs
        1,500
        1,500
                -
       1,500


Total Recreation Department
     254,539
 
  254,539

  308,737
 
 (54,198)




TOTAL DEPARTMENTAL 







EXPENDITURES
$2,208,225
$2,208,225
$2,439,549

($231,324)
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Allocated to





Collected by
Retained by
Remitted to
 Victims’





                         
     City       


 City Treasurer            State Treasurer
            Assistance   


Fines


$69,270


$69,270





Assessments

$73,124


$  7,870

$65,254

$
7,870

Surcharges

$29,608

   
$  1,550                  $28,058



1,550








Expenditures








(7,307)


Balance, beginning of year








  11,525

Balance, end of year







$13,638
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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 the SC Department of Commerce


Liberty Woodside


Sewer Improvements-Community



Development Block Grant
14.228
   4-C1-11-022
$
500,000
$
81,925
$             -

US Department of Justice


Passed through the SC Department of Public Safety



Police Equipment and Uniforms
  16.710                    1G09041
$
24,552
$
24,552
$             -
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INDEPENDENT AUDITOR’S 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, 2014, which collectively comprise the City of Liberty’s basic financial statements  and   have  issued  our  report  thereon  dated
December 10, 2014. 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 of the financial statements, we considered the City of Liberty’s internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of expressing our 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. Accordingly, we do not express an opinion on the effectiveness of City of Liberty’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. However, as described in the accompanying schedule of findings and questioned costs, we identified certain deficiencies in internal control that we consider to be material weaknesses and significant deficiencies. 
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 material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. We consider the deficiency 2014-1 described in the accompanying schedule of findings and questioned costs to be a material weakness. 
P. O. Box 925

Easley, S. C. 29641

Telephone (864) 855-5621 Fax (864) 855-5622

Member of 

American Institute of Certified Public Accountants

South Carolina Association of Certified Public Accountants
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To the Honorable Mayor and Members of City Council
City of Liberty

Page 2
INDEPENDENT AUDITOR’S 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)

              Internal Control Over Financial Reporting (Continued)
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention by those charged with governance. We consider the deficiencies 2014-2 through 2014-6 described in the accompany schedule of findings and questioned costs to be significant deficiencies.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the City of Liberty’s financial statements are free from 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 instances of noncompliance or other matters that are required to be reported under Government Auditing Standards and which are described in the accompanying schedule of findings and questioned costs as items 2014-7 through 2014-13.
City of Liberty’s Responses to Findings

The City of Liberty’s responses to the findings identified in our audit is described in the accompanying schedule of responses to the findings and questioned costs. The City of Liberty’s responses were not subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.
Purpose of this Report

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

Curry, P.A.

December 10, 2014
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CITY OF LIBERTY, SOUTH CAROLINA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2014
_______________________________________________________________________________________________
INTERNAL CONTROL OVER FINANCIAL REPORTING
2014- 1  The accounting personnel lack the formalized knowledge and training to prepare the financial statements in accordance with generally accepted accounting principles. This is a material weakness.
2014- 2  There were a number of transactions that weren’t recorded at year end that were June 30, 2014 transactions. These transactions/adjustments were made through the course of the audit to bring the financial records to the accrual basis of accounting.

2014- 3  A number of revenue and expense transactions were recorded in the wrong general ledger accounts. These mispostings were corrected during the course of the audit.
2014- 4  In some instances the City’s accounting personnel both billed and processed the revenue (accounts receivable) payments. Therefore, at times there was a lack of segregation of duties in accounting.

2014- 5  There is only minimum oversight from the Mayor and Council over the effectiveness of the internal control procedures of the City.

2014- 6 The City’s Mayor and Council provide minimum oversight over the City’s financial accounting records.

COMPLIANCE AND OTHER MATTERS
 2014- 7  Eight businesses failed to supply the required proof of gross receipts with their business license applications.                                         
2014- 8  Hospitality tax revenue has been restricted for the development of recreation, facilities, promotion of tourism,                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      and other facilities and activities within the City of Liberty. However, two expenditures were paid out of   hospitality tax that were not used for any of those purposes. Those expenditures were for donations for two of the Recreation Department employees.
 2014- 9

Penalties were not assessed on four businesses that paid their hospitality tax late for the months of September 2013,                                                                          November 2013, March 2014, and April 2014.  Furthermore, two businesses paid their hospitality tax two months late for the months of February 2014 and March 2014 but were only penalized for one month.
2014-10 Under the procurement code and policy, bids are to be obtained for purchases that exceed $2,500. However, the City did not obtain bids for the upgrade of the security alarm system for the Rosewood Center.

2014-11 An inappropriate expenditure was paid out of the TIF bank account. This expenditure was for the purchase of                                                                                                                                                                                  two motor mounts and an engine for the 2001 Chevrolet truck used by the Public Works Department.

2014-12 Of the expenditures that were tested, twelve expenditures were not supported by invoice documentation. Seven 

expenditures were for various meals, vehicle expenditures, and holiday expenditures for the Administrative                             Department. Two expenditures were for shop supplies and uniforms for the Public Works Department. Two additional expenditures were for various memberships and dues for the Water Department. The remaining expenditure was for a vehicle repair for the Fire Department.                                                                                                                                                                                                     
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CITY OF LIBERTY, SOUTH CAROLINA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

_______________________________________________________________________________________________
COMPLIANCE AND OTHER MATTERS (CONTINUED)
2014-13 All checks are to be signed by two authorized check signers. However, one check written to an employee for 







   mileage reimbursement was only signed by one person.
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CITY OF LIBERTY, SOUTH CAROLINA

SCHEDULE OF RESPONSES TO THE FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2014
_________________________________________________________________________________________________________

2014- 1

The City will rely upon the expertise of the auditors to prepare the financial statements in accordance with generally accepted accounting principles.

2014- 2

The City will continue to try to record all of the current year’s transactions in the current year’s financial accounting records. The City will enhance their month-end and year-end cut-off procedures to insure that







all relevant transactions have been recorded.

2014- 3


All general ledger account transactions will be reviewed for recording accuracy in the future.

2014- 4

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.

2014- 5

The Mayor and or a member of Council will review the effectiveness of the internal control system periodically, and they will make necessary enhancements to the City’s internal control system.

2014- 6

The Mayor and or a member of 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.

2014- 7

When applicable the South Carolina Department of Revenue’s gross sales listing will be utilized to confirm gross receipts. 

2014- 8
The City will transfer this money back into the Hospitality bank account.
2014- 9 

The timeliness of Hospitality tax payments as well as the accuracy of the payment of the tax penalties will be monitored more closely in the future.
2014-10 The City will practice better adherence to the procurement code and policy as needed in the future.
2014-11 The City will transfer this money back into the TIF bank account. 

2014-12 The City will be more vigilant in retaining documentation for all purchases made in the future.

2014-13 The City will be more vigilant in ensuring that all checks written in the future are signed by two authorized







   check signers.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         
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