TOWN OF WILLIAMSTON
SOUTH CAROLINA

FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008






TOWN OF WILLIAMSTON, SOUTH CAROLINA
TABLE OF CONTENTS

YEAR ENDED JUNE 30, 2008

FINANCIAL SECTION

INDEPENDENT AUDITORS' REPORT
Management's Discussion and Analysis

Basic Financial Statements:
Government-Wide Financial Statements:
Statement of Net Assets

Statement of Activities

Fund Financial Statements:
Balance Sheet - Governmental Funds

Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Assets

Statement of Revenues, Expenditures, and Changes in Fund Balance -
Governmental Funds

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures,
and Changes in Fund Balance to the Statement of Activities

Statement of Net Assets - Proprietary Fund - Water and Sewer Enterprise Fund

Statement of Revenues, Expenses, and Changes in Fund Net Assets - Proprietary Fund -
Water and Sewer Enterprise Fund

Statement of Cash Flows - Proprietary Fund - Water and Sewer Enterprise Fund

Notes to the Basic Financial Statements

Required Supplementary Information:

Budgetary Comparison Schedule - General Fund

Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budgets and Actual

Other Supplementary Information:

Water and Sewer Enterprise Fund

Schedule of Revenues, Expenses, and Changes in Fund Net Assets - Budgets and Actual

Schedule of Court Fines, Assessments, and Surcharges

COMPLIANCE SECTION

Report on Internal Control Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Basic Financial Statements Performed in Accordand8aviéhnment
Auditing Standards

Schedule of Findings and Responses

12

13

14

15

16

17
18

19
20
21

41

43
45

3¢

4






TOWN OF WILLIAMSTON
SOUTH CAROLINA

LISTING OF PRINCIPAL OFFICIALS

Established

1852

MAYOR

Arlar C. Crout

TOWN COUNCIL MEMBERS

David R. Harvell
Marion W. Middleton

J. Michael Looper

TOWN ADMINISTRATOR

Phyllis Lollis

CLERK/TREASURER

Michelle Starnes






INDEPENDENT AUDITORS’ REPORT

Mayor and Members of Town Council
Town of Williamston
Williamston, South Carolina

We have audited the accompanying financial statésnafithe governmental activities, the businesgtyp
activities, and each major fund of the Town of V&lithston, South Carolina (the “Town”), as of and for
the year ended June 30, 2008, which collectiveiyise the Town’s basic financial statements asdis

in the table of contents. These basic financialteshents are the responsibility of the Town's
management. Our responsibility is to express opmion these basic financial statements based on ou
audit.

We conducted our audit in accordance with audistaimdards generally accepted in the United Stdtes o
America and the standards applicable to finanai@ita contained inGovernment Auditing Standards,
issued by the Comptroller General of the UnitedeStaThose standards require that we plan andrperfo
the audit to obtain reasonable assurance aboutettite basic financial statements are free of mahte
misstatement. An audit includes examining, on & tmasis, evidence supporting the amounts and
disclosures in the basic financial statements. aAdit also includes assessing the accounting piaei
used and significant estimates made by managerasniell as evaluating the overall basic financial
statement presentation. We believe that our guditides a reasonable basis for our opinions.

In our opinion, the basic financial statementsmref to above present fairly, in all material retpethe
respective financial position of the governmentzivities, the business-type activities, and eacjom
fund of the Town of Williamston, South Carolina, elsJune 30, 2008, and the respective changes in
financial position and cash flows, where applicalhereof for the year then ended in conformityhwit
accounting principles generally accepted in thedthBtates of America.

In accordance witlGovernment Auditing Standardee have also issued our report dated February 9,
2009, on our consideration of the Town’s internahtcol over financial reporting and on our teststef
compliance with certain provisions of laws, regigias, contracts, and grant agreements and other
matters. The purpose of that report is to desdlibescope of our testing of internal control ofieancial
reporting and compliance and the results of thstirtg, and not to provide an opinion on the intérna
control over financial reporting or on compliancEhat report is an integral part of an audit parfed in
accordance witlisovernment Auditing Standardsd should be considered in assessing the refits
audit.

The accompanying management’s discussion and amalpsl the budgetary comparison schedule, as
listed in the table of contents, are not a requipedt of the basic financial statements but are
supplementary information required by accountiniggiples generally accepted in the United States of
America. We have applied certain limited procedurehich consisted principally of inquiries of
management regarding the methods of measuremenpraséntation of the required supplementary
information. However, we did not audit the infoitioa and express no opinion on it.



Our audit was conducted for the purpose of formdpiapions on the financial statements that colledyiv
comprise the Town’s basic financial statements.e dther supplementary information, as listed in the
table of contents, is presented for purposes oitiaddl analysis and is not a required part of basic
financial statements. We have applied certain échiprocedures, which consisted principally of imigsi

of management regarding the methods of measureamhipresentation of the schedule of revenues,
expenses, and changes in net assets — budgetsctad for the water and sewer enterprise fund.
However, we did not audit the information in thihvedule and express no opinion on it. The scheafule
fines, assessments, and surcharges has been edbj@dhe auditing procedures applied in the aoidit
the basic financial statements and, in our opinierairly stated in all material respects in riglatto the
basic financial statements taken as a whole.

Greene, Finney & Horton, LLP
February 9, 2009



TOWN OF WILLIAMSTON, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2008

This discussion and analysis of the financial penence of the Town of Williamston (the “Town”) piides an overview of
the Town's financial activities for the year endemhe 30, 2008. The intent of this discussion aradyais is to present the
Town'’s financial performance as a whole; readersukhalso review the basic financial statements,rtbtes to the basic
financial statements and the supplemental schetukshance their understanding of the Town'’s fairperformance.

Effective January 1, 2007, the Town elected to gbdts fiscal year from a calendar year end toree BO' year end. This
resulted in the Town having only six months of @pens (revenues and expenditures/expenses) fopribe financial
statements compared to a full year of operatioegefiues and expenditures/expenses) for the cdinantcial statements.
For purposes of the management’s discussion argsis¢éhat follows, a comparable period is equatléoible of the prior
period totals.

FINANCIAL HIGHLIGHTS

X The assets of the Town exceeded its liabilitiesttier year ended June 30, 2008 by approximately588)00 (et
assety Of this amount, approximately $1,282,000 (unfetstd net assets) may be used to meet the govetismen
ongoing obligations to citizens and creditors.

X The government’s total net assets increased by zippately $945,000, as revenues of approximatel$42,000
exceeded expenses of approximately $3,697,000.

X As of the close of the year ended June 30, 20@8,Tthwn’'s General Fund reported an ending fund loalaof
approximately $1,643,000, an increase of approxiat511,000 in comparison with the prior year hata The
increase in the fund balance is due to revenueotme financing sources of approximately $3,07@,6fceeding
the Town'’s operating expenditures of approxima$2y663,000, as noted below.

x Unreserved fund balance for the General Fund wpsoapnately $1,496,000, or 91% of total fund bakaffor the
General Fund at June 30, 2008. Unreserved furahbalfor the General Fund was approximately 58%esferal
Fund expenditures for fiscal year 2008.

X The Town’'s General Fund revenues and other fingnsiturces were approximately $3,074,000 for the gaded
June 30, 2008, compared to approximately $1,197{008 comparative six month period in the prior year. The
Town’s General Fund expenditures were approximal$63,000 for the year ended June 30, 2008, cadpa
approximately $958,000 for a comparative six mqguethiod in the prior year.

x The Town's Water and Sewer Fund revenues were aippately $1,669,000 for the year ended June 308200
compared to approximately $847,000 for a comparsixlenonth period in the prior year. The Town’s téfaand
Sewer Fund expenses were approximately $1,366d00é year ended June 30, 2008, compared to apuatety
$738,000 for a comparative six month period ingher year.

X The Town recorded a liability of approximately $28W0 to reflect the estimated costs to remove €udym its
Wastewater Treatment Plant, as required by DHEC.

x The Town's Water and Sewer Fund had a deficitsnUnrestricted Net Assets of approximately $237,G@0it
funded the engineering costs for the anticipatedstéyeater Treatment Plan (“WWTP”) upgrade internaliging
cash from operations.

X The Town’s capital assets increased by approxim&#09,000 (5%) to approximately $8,694,000 at BMe2008.
The increase was due to capital asset additiomppfoximately $865,000, partially offset by currelepreciation
expense and disposals of approximately $456,000.

X The Town'’s long term obligations decreased by axprately $211,000 (13%) to approximately $1,385,800une
30, 2008 primarily due to scheduled principal pagtadghat were made during the year, partially effsea new
note payable of approximately $82,000 to financesdtpolice cars purchased during the year.

X The Town is currently operating under a conseneovdth DHEC for its WWTP. A major upgrade is requa and
is estimated to cost approximately $10 million. Thewn is working with the Rural Utility Service tobtain
funding for the upgrade. The Town has expendedcsmpately $600,000 in engineering costs relatedhi®
upgrade as of the date of the report.

OVERVIEW OF FINANCIAL STATEMENTS
This report consists of three partdntroductory Section, Financial Sectigwhich includes management’s discussion and

analysis, the basic financial statements, requinggblementary information, and other supplementafgrmation), and
Compliance Section



TOWN OF WILLIAMSTON, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2008

OVERVIEW OF FINANCIAL STATEMENTS (CONTINUED)
Basic Financial Statements

This discussion and analysis are intended to sesven introduction to the Town’s basic financiatements. The Town's
basic financial statements comprise three compsnpéhgovernment-wide financial statements, 2) ffinancial statements,
and 3) notes to the financial statements. Thecamncial statements present two different vi@ivthe Town through the
use of government-wide statements and fund finastéEments. In addition to the basic financiateshents, this report
contains other supplementary information that wihance the reader’s understanding of the finarmzabition of the
Town.

Government-Wide Basic Financial Statements. These basic financial statements include two kinds of statements that
present different views of the Town. Tgevernment-wide basic financial statemesmts designed to provide readers with a
broad overview of the Town’s finances in a mannmilar to a private-sector business.

The Statement of Net Assgiesents information on all of the Town’s asseis labilities, with the differences between the
two reported as net assets. Over time, increases or decreases in net assets may serve esligaiseffl whether the
financial position of the Town is improving or detgating.

The Statement of Activitiegresents information showing how the governmen¢sassets changed during the most recent
period. All changes in net assets are reportesbas as the underlying event giving rise to thengeaoccurs, regardless of
the timing of related cash flows. Thus, revenued expenses are reported in this statement for stmes that will only
result in cash flows in future periods (e.g., utexibd taxes and earned but unused vacation leave).

Both of the government-wide basic financial statetsalistinguish functions of the Town that are pipally supported by
taxes and intergovernmental revenues (governmewtalities) from other functions that are intendedrecover all or a
significant portion of their costs through user faesl charges (business-type activities). The gowental activities of the
Town include General Government, Public Safety,lieulorks and Recreation. The business-type di#viof the Town
are its Water and Sewer operations.

Fund Basic Financial Statements. The remaining basic financial statements faral financial statementhat focus on
individual partsof the Town, reporting its operationsritore detailthan the government-wide basic financial statement

A fundis a grouping of related accounts that is useddmtain control over resources that have beeregaggd for specific
activities or objectives. The Town, like all otlgvernmental entities in South Carolina, uses facwbunting to ensure and
reflect compliance with finance-related legal regoients, such as the General Statutes or the Tdwndget ordinance. All
of the funds of the Town can be divided into thkofeing categories: governmental and proprietanyds.

Governmental fundsire used to account for essentially the same iimectreported as governmental activities in the
government-wide basic financial statements. Howeawdike the government-wide basic financial statats, governmental

fund basic financial statements focus on near-term use&nflable resources, as well as on balances of spendable resources
available at the end of the period. Such infororatinay be useful in evaluating a government’'s mean financing
requirements.

Because the focus of governmental funds is narréfiaer that of the government-wide basic finandiatesnents, it is useful
to compare the information presented for governaidnnhds with similar information presented for govmental activities
in the government-wide basic financial statemeryg.doing so, readers may better understand thg-tlerm impact of the
government’s near-term financing decisions. Bbthdovernmental fund balance sheet and the govetahfand statement
of revenues, expenditures, and changes in fundntedaprovide a reconciliation to facilitate the @amison between
governmental funds and governmental activities.

The Town maintains one type of governmental fundiictv is the General Fund. Information is preseniedthe
governmental fund balance sheet and in the govertah&und statement of revenue, expenditures, drahges in fund
balances for this fund.



TOWN OF WILLIAMSTON, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2008

OVERVIEW OF FINANCIAL STATEMENTS (CONTINUED)

Proprietary Fund. The Town maintains one type of proprietary fundntegprise funds are used to report the same
functions presented as business-type activitighéngovernment-wide financial statements. The Tows@s an enterprise
fund to account for its water and sewer operations.

Notes to the Basic Financial Statements The notes provide additional information that is essential to a full understanding
of the data provided in the government-wide andiffimancial statements.

Other Information — In addition to the basic financial statementd ancompanying notes, this report includes certain
required supplementary information. The Town adag annual budget for its General Fund, as redjlise General
Statutes. A required budgetary comparison schdthgebeen provided for the General Fund to denatestompliance with
this budget. Other supplementary information reférto in the table of contents is presented imntelgidollowing the
required supplementary information.

Figure A-1
Major Features of the Town’s Government-Wide andd-Basic Financial Statements
| Fund Basic Financial Statements

Government-Wide Proprietary
Basic Statements Governmental Funds Funds
Scope Entire Town government. The activities of the Town that Activities the Town operates
are not proprietary. similar to private businesses.
Required financial  f Statement of net assets f Balance sheet f Statement of net assets
statements f Statement of activities f Statement of revenues, f Statement of revenues,
expenditures, and changes in expenses, and changes in net
fund balances assets
f Statement of cash flows
Accounting basis  Accrual accounting and Modified accrual accounting  Accrual accounting and
and measurement economic resources focus. and current financial resource economic resources focus.
focus focus.
Type of All assets and liabilities, both  Only assets expected to be  All assets and liabilities, both
asset/liability financial and capital, and short-used up and liabilities that financial and capital, and shor-
information term and long-term. come due during the period or term and long-term.

soon, thereafter; no capital
assets included.

Type of All revenues and expenses Revenues for which cash is  All revenues and expenses

inflow/outflow during the period/year, received during or soon after during period/year, regardless

information regardless of when cash is the end of the period/year; of when cash is received or
received or paid. expenditures when goods or  paid.

services have been received
and payment is due during the
period/year or soon thereafter




TOWN OF WILLIAMSTON, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2008

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over tinaeuseful indicator of a government’s financialipos. In the case of the
Town, assets exceeded liabilities by approxime®&ly’53,000 at June 30, 2008.

This table provides a summary of the Town’s ne¢tssas of June 30, 2008 and June 30, 2007:

Governmental Activities Business-Type Activities Tlota

2008 2007 2008 2007 * 2008 2007 *
Assets
Other Assets $ 1,949,299 1,390,314 379,021 477,949 2,328,320 % 1,868,263
Capital Assets, Net 2,041,577 1,862,322 6,652,654 6,423,421 8,694,231 8,285,743
Total Assets 3,990,876 3,252,636 7,031,675 6,901,370 11,022,551 10,154,006
Liabilities
Other Liabilities 227,658 170,652 584,064 519,109 811,722 689,761
Long-Term Liabilities 229,085 190,267 1,228,659 1,466,357 1,457,744 1,656,624
Total Liabilities 456,743 360,919 1,812,723 1,985,466 2,269,466 2,346,385
Net Assets
Invested in Capital Assets,

Net of Related Debt 1,868,615 1,718,047 5,456,105 4,991,840 7,324,720 6,709,887
Restricted 146,201 41,251 - - 146,201 41,251
Unrestricted 1,519,317 1,132,419 (237,153) (75,936) 1,282,164 1,056,483
Total Net Assets $ 3,534,133 2,891,717 5,218,952 4,915,904 8,753,085 $ 7,807,621

* Prior year restated — see Note IV for more infation.

Total net assets of the Town’s governmental a@wiincreased by approximately $642,000, or 22%gapgproximately
$3,534,000 at June 30, 2008, compared to approaiynd®,892,000 at June 30, 2007. Unrestrictechesets, the part of net
assets that can be used to finance day-to-day tapesawithout constraints established by debt camésy enabling
legislation, or other legal requirements, increaapgroximately $387,000 to approximately $1,519,80Qune 30, 2008,
compared to approximately $1,132,000 at June 307.20he increase in unrestricted net assetsrisgpily due to revenues
continuing to exceed the normal operating expeaktse Town's governmental activities. See nexgetor further details.

Total net assets of the Town’'s business-type diegtsviincreased by approximately $303,000 or 6%approximately
$5,219,000 at June 30, 2008, compared to approsiyndt, 916,000 at June 30, 2007. This increaseirassets is due to
revenues continuing to exceed the operating exgeotéhe Town's business-type activities. See negepfor further
details. The deficit in unrestricted net assetgseiased due to using cash from operations to fupitataasset additions
related to the Wastewater Treatment Plant upgrade.

The largest portion of the Town’s net assets (apprately $7,325,000 or 84%) reflects its investmientapital assets (i.e.,
land, buildings, furniture and equipment, infrasttue, etc.) less any related outstanding debt tsedquire those assets.
The Town uses these capital assets to providecssrto citizens; consequently, these assets aravadlible for future
spending. Although the Town’s investment in itpital assets is reported net of related debt, sgukhbe noted that the
resources needed to repay this debt must generjydvided from other sources, since the capisdtashemselves cannot
be used to liquidate these liabilities.

At June 30, 2008, the Town is able to report pesibialances in all categories of net assets exuegimess-type unrestricted
net assets.



TOWN OF WILLIAMSTON, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2008

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

This table shows the changes in net assets foretieended June 30, 2008 and the six months ented3d, 2007:

Governmental Activities Business-Type Activities Tlota
Year Ended 6 Months Ended Year Ended 6 Months Ended  r Ereded 6 Months Ended
6/30/08 6/30/07 6/30/08 6/30/07 6/30/08 6/30/07
Revenues
Program Revenues:
Charges for Services $ 494,836 251,581 1,639,496 847,171 2,134,332 1,098,752
Operating Grants 30,000 20,995 - - 30,000 20,995
Capital Grants 241,270 - 29,900 - 271,170 -
General Revenues:
Property and Other Taxes 1,602,501 593,967 - 1,602,501 593,967
Other 603,925 327,711 - - 603,925 327,711
Total Revenues 2,972,532 1,194,254 1,669,396 847,171 414088 2,041,425
Program Expenses:
General Government 470,195 183,909 - 470,195 183,909
Public Safety 1,099,727 514,637 - - 1,099,727 514,637
Public Works 662,832 208,946 - 662,832 208,946
Recreation 90,145 69,077 - 90,145 69,077
Interest and Other Charges 7,217 5,361 - - 7,217 5,361
Water and Sewer - 1,366,348 737,948 1,366,348 737,948
Total Expenses 2,330,116 981,930 1,366,348 737,948 3696 1,719,878
Change in Net Assets 642,416 212,324 303,048 109,223 945,464 321,547
Net Assets, Beginning of Year 2,891,717 2,679,393 3904 5,086,681 7,807,621 7,766,074
Prior Period Adjustment - - - (280,000) - (280,000)
Net Assets, Beginning of Year, Restated 2,891,717 72303 4,915,904 4,806,681 7,807,621 7,486,074
Net Assets, End of Year $ 3,534,133 2,891,717 5,218,952 4,915,904 8,753,085 7,807,621

Governmental Activities. The Town’s net assets increased from 2007 to 2f0&pproximately $642,000 or 22%,
compared to an increase of approximately $212,00@®07. The increase in the change in net afsets 2007 to 2008

was primarily due to (a) the difference in the nisnbf each reporting period (twelve months in auirqgeriod versus six

months in prior period), (b) collection of hospitaltaxes beginning in the current fiscal year, do)l approximately

$250,000 received as grants that was not receivéiteiprior period.

Business-Type Activities. The Town’s net assets increased from 2007 to 2308pproximately $303,000 or 6%. The
increase in the change in net assets from 20088 @as primarily due to (a) the difference in thenths of each reporting
period (twelve months in current period versusmainths in prior period) and (b) lower water and esewxpenses. The
Town also recorded a liability of $280,000 for #stimated cost to remove sludge from its Wastevilaestment Plant. This
liability was reflected as a prior period adjustment, as the sludge accumulatetieopast several years and the cost to
remove it should have been recognized as a liglpitior to 2008.



TOWN OF WILLIAMSTON, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2008

FINANCIAL ANALYSIS OF THE TOWN'S FUNDS

As noted earlier, the Town uses fund accountingemsure and demonstrate compliance with financeeckldegal
requirements.

Governmental Funds The focus of the Town'governmental fundss to provide information on near-term inflows,
outflows, and balances spendableesources. Such information is useful in assegsiagrown’s financing requirements.
Specifically, unreserved fund balance can be aulisadéasure of a government’s net resources avaifablspending at the
end of the period/year. The General Fund is the chief operatingfuhne Town.

At June 30, 2008, the Town's governmental fund rggban ending fund balance of approximately $1@3R Of this
amount, approximately $1,496,000 is unreserved fhathnce, which is available for spending at the guwent's
discretion.

General Fund Revenues

The General Fund is the principal fund that acceunt the daily operations of the Town. Total newes and other
financing sources were approximately $3,074,0002fa08, compared to approximately $1,197,000 foomparative six
month period in the prior year. As with most mupédities in the State of South Carolina, the Tasmdependent on local
property taxes to pay for many of the services iolex) to its citizens. The current millage rate lfwzal property taxes is
110.0 mills. The assessed value is 4% of marketevedr residential property, 6% for commercial prp, and 10.5% for
industrial property. Local property taxes accodrfr 41% (approximately $1,274,000) of total General Fund revenue for
the year ended June 30, 2008.

General Fund Expenditures

The Town’s General Fund expenditures were appraein&2,563,000 for 2008, compared to approxima$&§8,000 for a
comparative six month period in the prior year. eThcrease in governmental expenditures in 2008 wiasarily due to
higher operating costs and capital outlay. The Public Safety dunfpolice and fire) accounted for approximately#0
($1,019,000) of all General Fund expenditures (ekolg capital outlay). The remaining General Fumgbenditures
(excluding capital outlay) came from the areas en&al Government ($451,000), Public Works ($40%),08nd Recreation
($239,000). The Town also had capital outlay ofrapimately $387,000 and debt service expenditugkging to long-term
indebtedness of approximately $61,000 for 2008.

Proprietary Fund. The Town’s proprietary fund provides the same typaformation found in the government-wide basic
financial statements but in more detail. Net Assatthe Enterprise Fund at June 30, 2008 amoutexpproximately
$5,219,000. Factors concerning the operation$isffund have already been addressed in the discus$ the Town’s
business-type activities.

General Fund Budgetary Highlights

The Town’s annual budget is the legally adoptedeerfiure control document of the Town. Budgetarynparison
schedules are included for the governmental furtitha proprietary fund. These statements compereitiginal adopted
budget, the final budget, and the actual revenudseapenditures for the period/year. Amendmenthéoadopted budget
may occur through out the year in a legally perinieananner.

Actual revenues of approximately $3,074,000 for @eneral Fund were approximately $519,000 more thanbudget.
Actual expenditures of approximately $2,563,000tfar General Fund were approximately $8,000 moae the budget.
The difference between budget and actual reversyasmarily due to the additional hospitality tavenue verse budget and
grant revenue that was not budgeted.



TOWN OF WILLIAMSTON, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2008

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

As of June 30, 2008, the Town had invested a neuatrof approximately $8,694,000 in capital assétsis following table
shows the capital asset balances (net of deprac)dtr June 30, 2008 compared to June 30, 2007:

Governmental Activities Business-Type Activities Tlota

2008 2007 2008 2007 2008 2007
Land $ 38,000 38,000 305,416 305,416 343,416 343,416
Construction in Progress - - 360,706 - 360,706 -
Buildings and Improvements 412,139 433,487 2,168 2,704 414,307 436,191
Motor Vehicles 400,841 232,646 30,553 19,444 431,394 252,090
Equipment 338,272 249,805 23,410 21,656 361,682 271,461
Infrastructure / Utility Systems 852,325 908,384 5,930,401 6,074,201 6,782,726 6,982,585
Totals $ 2,041,577 1,862,322 6,652,654 6,423,421 8,694,233 8,285,743

The major capital asset transactions during thiegdor the Town were as follows:

x Depreciation expense of approximately $429,000.

x Purchase of three police cars and Ford F250 famappately $81,997 and $18,376, respectively.

x Purchase of a new rear loader and dump truck farosgmately $163,000.

x Purchase of computer equipment/software for apprately $25,000.

x Purchase of other equipment including sports compighting, paving, and playground for approximstel
$128,000.

X Upgrades to the sewer system of approximately $82,0

X Addition of construction in progress for Cherokeen Station ($79,000), Old South Lagoon Pump Siatio
Replacement ($87,000), and Wastewater Treatment Plaase | ($172,000) and Phase Il ($23,000).

x Disposals of accounting software and Internatiétalker of approximately $28,000.

See the notes to the basic financial statemeniditional information regarding the Town’s capésasets.

Long-Term Obligations

As of June 30, 2008, the Town had total long-ternligations of approximately $1,458,000, as detaibedow. The
following table presents a summary of the Town'sstanding long-term debt for June 30, 2008 comptr&dine 30, 2007:

Governmental Activities Business-Type Activities Tlota

Long-Term Obligations 2008 2007 2008 2007 2008 2007
2002 Note Payable $ 119,707 139,948 - - 119,707 $ 139,948
2005 Note Payable - 4,327 - - - 4,327
2008 Note Payable 53,255 - - - 53,255 -
Water - Sewer Refunding Bonds - 1,212,487 1,452,184 1,212,487 ,452,184
Compensated Absences 56,123 45,992 16,172 14,173 72,295 60,165
Totals $ 229,085 190,267 1,228,659 1,466,357 1,457,748 1,656,624

The major long-term obligation events for the cotygeriod included the following:

X
X

The Town made scheduled principal payments of agmpiately $293,000 during 2008.
The Town entered into a note payable agreemeriG8 for approximately $82,000 to finance the pusehaf three
new police cars; it made the first scheduled payrdaring 2008.



TOWN OF WILLIAMSTON, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2008

CAPITAL ASSET AND DEBT ADMINISTRATION
Long-Term Obligations (continued)

The State of South Carolina limits the amount afegal obligation debt that a unit of government tsmue to 8% of the
total assessed value of taxable property locatdumthat government’s boundaries. The Town'sustaty debt limit at June
30, 2008 was approximately $715,000. The Townritadeneral obligation debt subject to this limdatat June 30, 2008.

See the notes to the basic financial statemengdiditional information regarding the Town'’s loreg#h obligations.
OTHER POTENTIALLY SIGNIFICNANT MATTERS

The Town's Wastewater Treatment Plant (“WWTP”) weited by the South Carolina Department of Heath and
Environmental Control (“DHEC”) in 2005 as it repedly failed to comply with the permitted dischartpaits for
biochemical oxygen demand, fecal coliform and sodpd solids percent removal. The Town submitted a pretreatment
program to DHEC, which was approved and is curyentiprogress. The Town also submitted a Correchiggon Plan for

the required upgrading of the WWTP, which is estaddo cost approximately $10 million.

A Preliminary Engineering Report (“PER”) for thegrade of the WWTP was submitted to DHEC in June/20bie Town
is working with the Rural Utility Service (“RUS"formerly known as the Rural Development AuthoritiR[DA™) to obtain
funding (both grants and loans) for the upgradéhe Town is using an independent engineering firnagsist them in
finalizing the PER and in completing the environtaémssessments required by the RDA for the fundinthe upgrade.
The Town has incurred approximately $361,000 a3uole 30, 2008 (reflected as construction in pragogsthe financial
statements) and an additional $240,000 subsequénine 30, 2008 for the engineering portion ofrdwiired upgrade to the
WWTP. These costs have been funded to date thriotgyimal means (cash from operations), but the Tdags not have the
funds to move forward without external financinfjtHe Town is unable to obtain sufficient fundiray this project, then
management will have no alternative than to tryvéok with DHEC in amending the Corrective ActioraRl

ECONOMIC FACTORS
Economic factors that were considered in prepathieg=Y 09 budget were as follows:

x In 2008, the Town did not annex any additional prtips. There are approximately 3,800 residentadin the
Town, which is in Anderson County (population of appmately 175,000). There has been little popafatgrowth
in the Town since 2000 (approximately 5%).

X The median home cost in Williamston is approxima$103,000, with no appreciation in the last year.

X Compared to the rest of the country, Williamstontsst of living is significantly lower than the USaaage
(approximately 22%).

X The unemployment rate in Anderson County was 9.68%00f December, 2008, compared to the state’s
unemployment rate of 9.5% and 7.6% for the courithe Town’s largest employer recently announceebféy.

Due to the recent downturn in the economy, the Taswvanticipating a shortfall in General Fund revesiin fiscal 2009
compared to the amount budgeted. Primarily, ttemetfalls are due to a decrease in state revefaeshise fees and
property taxes. In response to this estimatedneveshortfall, the Town has established a spenfiegge on all non-
essential spending. Additionally, management gates a reduction of expenditures of up to 20%sir2010 budget as a
result of the downturn. The Town will need to cang to closely monitor and address this revenuefalidn light of the
current economic situation.

REQUESTS FOR INFORMATION
This report is designed to provide a general oeswof the Town’s finances for those with an intéraghis area. Questions

concerning any of the information found in thisagpor requests for additional information shoutdirected to the Mayor,
Town of Williamston, 12 West Main Street, Williametd&SC 29697 or 864-847-7473.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA
STATEMENT OF NET ASSETS

JUNE 30, 2008

ASSETS

Cash and Cash Equivalents
Restricted Cash and Cash Equivalents
Property Taxes Receivable, Net
Accounts Receivable, Net
Unbilled Revenues
Due from Other Governments
Internal Balances
Prepaids
Unamortized Bond Issuance Costs
Capital Assets:

Non-Depreciable

Depreciable, Net

TOTAL ASSETS

LIABILITIES

Accounts Payable
Accrued Salaries and Fringe Benefits
Accrued Interest Payable
Accrued Sludge Removal
Accrued Capacity Encroachment
Due to Other Governments
Deposits
Non-Current Liabilities:
Due Within One Year
Due in More Than One Year

TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets, Net of Related Debt
Restricted For:

Hospitality Taxes

Recreation Expenditures

Other
Unrestricted

TOTAL NET ASSETS

PRIMARY GOVERNMENT

Governmental Business-Type
Activities Activities Totals

$ 1,389,019 287,119 $ 1,676,13
146,201 - 146
86,315 - 86,315
116,333 151,514 267,84
- 68,502 68,502
32,529 29,900 62,42

176,952 (176,952) -
1,950 3,000 4,95(C
- 15,938 15,938
38,000 666,122 704,12,
2,003,577 5,986,532 7,990,1(
3,990,876 7,031,675 11,022,5¢
63,540 182,266 245,80
47,393 9,024 56,417
3,983 2,501 6,484
- 280,000 280,00C
- 49,295 49,295
24,228 - 24,228
88,514 60,978 149,49.
66,039 257,226 323,26
163,046 971,433 1,134,47
456,743 1,812,723 2,269,4€
1,868,615 5,456,105 7,32
85,806 - 85,806
54,581 - 54,581
5,814 - 5,814
1,519,317 (237,153) 1,282,1€
$ 3,534,133 5,218,952 $ 8,753,0¢

The notes to the basic financial statements are an integral part of this statement.

See accompanying independent auditors' report.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2008

FUNCTIONS/PROGRAMS

PRIMARY GOVERNMENT:
Governmental Activities:
General Government
Public Safety
Public Works
Recreation
Interest and Other Charges

Total Governmental Activities

Business-Type Activities:
Water and Sewer

Total Business-Type Activities

TOTAL - PRIMARY GOVERNMENT

PROGRAM REVENUES

NET (EXPENSE) REVENUE AND

CHANGE IN NET ASSETS

Primary Government

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Expenses Services Contributions Contributions Activities Activities Total
$ 470,195 - - - (470,195) - 3% (470,19
1,099,727 171,421 30,000 - (898,306) - (898,
662,832 302,278 - - (360,554) - (360,5
90,145 21,137 - 241,270 172,262 - 172,
7,217 - - - (7,217) - 7,
2,330,116 494,836 30,000 241,270 4910) - (1,564,01C
1,366,348 1,639,496 - 29,900 - 303,048 30¢
1,366,348 1,639,496 - 29,900 - 303,048 303,048
$ 3,696,464 2,134,332 30,000 271,170 (1,564,010) 303,048 1,260,962
General Revenues:
Taxes:
Property Taxe 1,435,183 - 1,435,18:
Hospitality Taxes 167,318 - 167,31¢
Franchise Fees 394,730 - 394,73C
Intergovernmental Revenue 123,782 - 123,782
Licenses and Permits 44,437 - 44,437
Miscellaneous Revenue 39,340 - 39,340
Investment Income 1,636 - 1,636
Total General Revenues 2,206,426 - 2,206,42¢
CHANGE IN NET ASSETS 642,416 303,048 945,46
NET ASSETS, Beginning of Year 2,891,717 5,195,904 8,087,62
PRIOR PERIOD ADJUSTMENT - (280,000) (280,00C
NET ASSETS, Beginning of Year, Restated 2,891,717 4,915,904 BBD
NET ASSETS, End of Year 3,534,133 5,218,952 $ 8,753,0¢

The notes to the basic financial statements are an integral part of this statement.

See accompanying independent auditors' report.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA
BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2008

GENERAL
FUND
ASSETS
Cash and Cash Equivalents $ 1,389,019
Cash and Cash Equivalents - Restricted 146,201
Receivables, Net:
Taxes 86,315
Accounts 116,333
Due from State Agencies 32,529
Due from Water and Sewer Fund 176,952
Prepaid Items 1,950
TOTAL ASSETS 1,949,299
LIABILITIES
Accounts Payable 63,540
Accrued Salaries and Fringe Benefits 47,393
Deposits 88,514
Due to Other Governments 24,228
Deferred Revenue 83,022
TOTAL LIABILITIES 306,697
FUND BALANCE
Reserved for:
Hospitality Taxes 85,806
Recreation Expenditures 54,581
Other 5,814
Unreserved and undesignated:
General Fund 1,496,401
TOTAL FUND BALANCE 1,642,602
TOTAL LIABILITIES AND FUND BALANCE $ 1,949,299

The notes to the basic financial statements are an integral part of this statement.
See accompanying independent auditors' report.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE STATEMENT OF NET  ASSETS

JUNE 30, 2008

TOTAL FUND BALANCE - GOVERNMENTAL FUNDS $ 1,642,602

Amounts reported for the governmental activities in the Statement of Net Assets aretdifferen
because of the following:

Capital assets used in governmental activities are not financial resources and therefore are
not reported as assets in governmental funds. The cost of the assets was $5,665,759
and the accumulated depreciation was $3,624,182. 2,041,577

Property taxes receivable will be collected this year, but are not available soon enpayglfoto
the current period's expenditures, and therefore have been deferred in the funds 83,022

Accrued interest on long-term obligations in governmental accounting is not dpayaite in
the current period and therefore is not reported as a liability in the funds. (3,983)

Long-term liabilities, including notes payable, are not due or payable in the
current period and therefore are not reported as liabilities in the funds. Long-telitreBab
consisted of the following:

Notes Payable (172,962)
Compensated Absences (Sick Pay and Vacations) (56,123)
TOTAL NET ASSETS - GOVERNMENTAL ACTIVITIES $ 3,534,133

The notes to the basic financial statements are an integral part of this statement.
See accompanying independent auditors' report.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

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

YEAR ENDED JUNE 30, 2008

GENERAL
FUND
REVENUES
Property Taxes $ 1,273,812
Hospitality Taxes 167,318
Homestead Exemption 89,687
Manufacturer's Exemption 76,040
Merchant's Inventory 5,406
Franchise Fees 394,730
Licenses and Permits 44,437
Intergovernmental 123,782
Fines and Forfeits 101,421
Sanitation Collection Fees 301,078
Charges for Services 22,337
Resource Officers 70,000
Investment Income 1,636
Grants 271,270
Other 39,340
TOTAL REVENUES ALL SOURCES 2,982,294
EXPENDITURES
Current:
General Government 450,739
Public Safety 1,018,995
Public Works 405,344
Recreation 239,276
Capital Outlay 387,228
Debt Service:
Principal 53,310
Interest and Fiscal Charges 7,907
TOTAL EXPENDITURES 2,562,799
EXCESS OF REVENUES OVER EXPENDITURES 419,495
OTHER FINANCING SOURCES
Issuance of Note Payable 81,997
Proceeds from the Sale of Capital Assets 9,620
TOTAL OTHER FINANCING SOURCES 91,617
NET CHANGE IN FUND BALANCE 511,112
FUND BALANCE, Beginning of Year 1,131,490
FUND BALANCE, End of Year $ 1,642,602

The notes to the basic financial statements are an integral part of this statement.
See accompanying independent auditors' report.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2008

TOTAL NET CHANGE IN FUND BALANCE - GOVERNMENTAL FUNDS $ 511,112

Amounts reported for the governmental activities in the Statement of Activities are differen
because of the following:

Revenues in the Statement of Activities that do not provide current financial resources are not
reported as revenues in the funds. They are considered revenues in the Statement of. Activities (9,762)

Repayment of long-term note principal is an expenditure in the governmentalfubhtise
repayment reduces long-term liabilities in the Statement of Net Assets. 53,310

Proceeds from notes payable provide current financial resources to governmmefgtabtu issuing
debt increases long-term liabilities in the Statement of Net Assets. (81,997)

Interest on long-term obligations in the Statement of Activities differs from the aneparted in the
governmental funds because interest is recognized as an expenditure in thenemdssadue,
and thus requires the use of current financial resources. In the Statement of Adtiwiteger,
interest expense is recognized as the interest accrues, regardless of when it is due. This is the
change in the accrual during the current year. 629

Some expenses reported in the Statement of Activities do not require the use of currgat finan
resources and therefore are not reported as expenditures in the governmental funds. (10,131)

In the Statement of Activities the loss on the disposal of capital assets is reportegsvinéne
governmental funds, proceeds from the disposal of capital assets increasalfiesources.
Thus, the change in net assets differs from the change in fund balance étytibekivalue of the
assets disposed. (17,715)

Governmental funds report capital asset additions as expenditures. However, in the Statkotieiites,
the cost of those assets is allocated over their estimated useful lives as depreciation &kieitsthe
amount by which current year additions of $386,513 exceeded currenepeecidtion of $189,543. 196,97

TOTAL CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 642,416

The notes to the basic financial statements are an integral part of this statement.
See accompanying independent auditors' report.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA
STATEMENT OF NET ASSETS - PROPRIETARY FUND - WATER AND SEWER ENTERPRISE FUND

JUNE 30, 2008

WATER AND SEWER
ENTERPRISE FUND

ASSETS
Current Assets
Cash and Cash Equivalents $ 287,119
Receivables, Net of Allowance for Doubtful Accounts 151,514
Due From Other Governments 29,900
Unbilled Revenue 68,502
Prepaids 3,000
Total Current Assets 540,035
Noncurrent Assets
Unamortized Bond Issuance Costs, Net 15,938
Non-Depreciable Capital Assets 666,122
Depreciable Capital Assets, Net 5,986,532
Total Noncurrent Assets 6,668,592
TOTAL ASSETS 7,208,627
LIABILITIES
Current Liabilities
Accounts Payable 182,266
Accrued Salaries and Fringe Benefits 9,024
Accrued Sludge Removal 280,000
Accrued Capacity Encroachment 49,295
Accrued Interest Payable 2,501
Deposits 60,978
Due to General Fund 176,952
Compensated Absences - Current Portion 5,391
Refunding Revenue Bond Payable - Current Portion 251,835
Total Current Liabilities 1,018,242
Noncurrent Liabilities
Compensated Absences - Noncurrent Portion 10,781
Refunding Revenue Bond Payable - Noncurrent Portion 960,652
Total Noncurrent Liabilities 971,433
TOTAL LIABILITIES 1,989,675
NET ASSETS
Invested in Capital Assets, Net of Related Debt 5,456,105
Unrestricted (Deficit) (237,153)
TOTAL NET ASSETS $ 5,218,952

The notes to the basic financial statements are an integral part of this statement.
See accompanying independent auditors' report.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS - PROPRIETARY FUND -

WATER AND SEWER ENTERPRISE FUND

YEAR ENDED JUNE 30, 2008

OPERATING REVENUES

Charges for Service
Water and Sewer Services
Leachate Treatment
Other Revenues

TOTAL OPERATING REVENUES

OPERATING EXPENSES

Water and Sewer Operations
Administration

TOTAL OPERATING EXPENSES
OPERATING INCOME

NON-OPERATING EXPENSES

Amortization of Bond Issuance Cost
Grant Revenue
Interest Expense

TOTAL NON-OPERATING EXPENSES
CHANGE IN NET ASSETS

NET ASSETS, Beginning of Year
PRIOR PERIOD ADJUSTMENT

NET ASSETS, Beginning of Year, Restated

NET ASSETS, End of Year

WATER AND SEWER
ENTERPRISE FUND

$ 1,550,676
72,177
16,643

1,639,496

1,211,184
84,499

1,295,683

343,813

(4,665)
29,900
(66,000)

(40,765)

303,048

5,195,904
(280,000)

4,915,904

$ 5,218,952

The notes to the basic financial statements are an integral part of this statement.

See accompanying independent auditors' report.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

STATEMENT OF CASH FLOWS - PROPRIETARY FUND - WATER AND SEWER ENTERPRISE FUND

YEAR ENDED JUNE 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received from Customers and Other Revenues
Cash Payments for Goods and Services
Cash Payments to Employees

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Transfers from General Fund
NET CASH PROVIDED BY NON-CAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Acquisition of Capital Assets
Principal Payments on Refunding Revenue Bonds
Interest Payments

NET CASH USED IN CAPITAL AND RELATED FINANCING ACTIVITIES
NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, Beginning of Year

CASH AND CASH EQUIVALENTS, End of Year

Reconciliation of Operating Income to Net Cash Provided by Operating Activities:

Operating Income
Adjustments to Reconcile Operating Income to Net Cash Provided by Operating Activities
Depreciation Expense
Change in:
Accounts Receivable
Unbilled Revenue
Accounts Payable
Accrued Salaries and Fringe Benefits
Accrued Capacity Encroachment
Compensated Absences
Customer Deposits

Net Cash Provided by Operating Activities

WATER AND SEWER
ENTERPRISE FUND

$ 1,616,086
(715,224)
(269,080)

631,782

75,220

75,220

(468,376)
(239,697)
(66,494)

(774,567)

(67,565)

354,684

$ 287,119

$ 343,813
239,143

(12,240)
(6,382)
87,230

(685)

(16,308)

1,999
(4,788)

$ 631,782

The notes to the basic financial statements are an integral part of this statement.

See accompanying independent auditors' report.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA
NOTES TO THE BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008

The Town of Williamston (the “Town”) is an incormied municipality located in Anderson County, So@#rolina. It was
established in 1852. Section 47-26 of the 1962eCafdLaws, as amended (Home Rule Act), requires thunicipalities
adopt a specific form of government. Accordingly, the Town operates undaya-souncil form of government. The
Town council is composed of a mayor and four cdumeimbers (“Council”).

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. The Reporting Entity

The basic financial statements of the Town haven lpgepared in conformity with accounting principtenerally
accepted in the United States of America (“GAAPY applied to governmental units. The Governmental
Accounting Standards Board (“GASB”) is the accepttdndard-setting body for establishing governmenta
accounting and financial reporting principles. There significant of the Town’s accounting policee described
below.

As required by GAAP, the basic financial statemgmesent the Town'’s financial information with @emponent
units. The primary criterion for determining insion or exclusion of a legally separate entity @mmponent unit
is financial accountability, which is presumed taseif the Town both appoints a voting majority thie entity’s
governing body, and either: 1) the Town is abléntpose its will on the entity or, 2) there is agmital for the
entity to provide specific financial benefits ta,impose specific financial burdens on, the Towheither or both
of the foregoing conditions are not met, the entibuld still be considered a component unit ifstfiscally

dependent on the Town. In order to be considdsedlfy independent, an entity must have the aitthto do all

three of the following: (a) determine its budgethesiut the Town having the authority to approve adify that

budget, (b) levy taxes or set rates or chargesowitlapproval by the Town, and (c) issue bonded wéthiout

approval by the Town.

Finally, an entity could be a component unit even if it met all the conditions desahibed if excluding it would
cause the Town’s basic financial statements to Iseading or incomplete. Blended component ugityough
legally separate entities, are in substance, plath® government's operations and data from thests are
combined with data of the primary government. BiEgely presented component units, on the other harel
reported in a separate column in the governmengviidsic financial statements to emphasize theylegyaly

separate from the Town.

Based on the criteria above, the Town does not hayélended or discretely presented componens.unit
Major Operations

All activities for which the Council exercises osight responsibility have been incorporated inwlthsic financial
statements to form the reporting entity. The Towmesic financial statements include the accountallofown

operations, including, but not limited to, genavpkrations and supporting services, public safedjiqe and fire),
streets, sanitation, recreation, water and seweitss.

B. Measurement Focus, Basis of Accounting, and Bagsi§ Presentation

The government-wide basic financial statements, e Statement of Net Assets and the StatemeAttdfities)

report information on all of the non-fiduciary acdties of the Town. For the most part, the effettinterfund

activity has been removed from these basic finhrst@ementsGovernmental activitieswhich normally are
supported by taxes and intergovernmental reveueseported separately frdmsiness-type activities/hich rely
to a significant extent on fees and charges fopstip

The Statement of Activities demonstrates the degra¢hich the direct expenses of a given functiosegment are
offset by program revenuesDirect expensesre those that are clearly identifiable with ac#pe function or
segment.Program revenuemclude 1) charges to customers or applicants pirohase, use, or directly benefit
from goods, services or privileges provideddygiven function or segment and 2) grantsamdributions that
are restricted to meeting the operational or chptguirements of a particular function or segment.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA
NOTES TO THE BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CO NTINUED)
B. Measurement Focus, Basis of Accounting and Basi§ Presentation (Continued)

Taxes and other items not properly included amangram revenues are reported insteageseral revenuesThe
comparison of direct expenses with program reveridestifies the extent to which each business segroe
governmental function is self-financing or drawanfrthe general revenues of the Town.

Government-wide basic financial statementsre reported using the economic resources measuatefocus and
the accrual basis of accounting. Revenues arededavhen earned and expenses are recorded wiediligylis
incurred, regardless of the timing of related ctslvs. Property taxes are recognized as revenudsei year for
which they are levied. Grants and similar items @cognized as revenue as soon as all eligilvgitypuirements
imposed by the provider have been met.

The government-wide statements are prepared usidiffexent measurement focus from the manner inctvhi
governmental fund basic financial statements aepaned (see further detail below). Governmentat fbasic
financial statements therefore, include recondiiatwith brief explanations to better identify thelationship
between the government-wide statements and the statements fomgertal funds.

Governmental fund basic financial statementsare reported using theurrent financial resources measurement
focusand themodified accrual basis of accountingRevenues are recognized as soon as they are both measurable
and available. Revenues are considered tavhdablewhen they are collectible within the current pdrar soon
enough thereafter to pay liabilities of the currgetiod. Property taxes, intergovernmental revenéranchise
taxes, licenses, and interest associated withutrertt period are all considered to be measuratidesasceptible to
accrual and so have been recognized as reventles ofirrent period. For this purpose, the goventroensiders
its revenues to be available if they are colleatdgtthin 60 days of the end of the current periodxpé&nditures
generally are recorded when a liability is incurreb under accrual accounting. However, debt cervi
expenditures, capital lease expenditures, as wedxpenditures related to compensated absenceslant and
judgments, are recorded only when payments areddgayable. Capital asset acquisitions are regp@s capital
outlay expenditures in governmental funds. Proceeds of long-term debt are rapartiedr financing sources.

Property taxes, franchise taxes, licenses, ancesttassociated with the current fiscal periodadireonsidered to be
susceptible to accrual and so have been recogaieslvenues of the current fiscal period. All otlewenue items
are considered to be measurable and availablevdrdy cash has been received by the Town.

When both restricted and unrestricted resourcesaeaéable for use, it is the Town’s practice te usstricted
resources first, then unrestricted resources gsatteeneeded.

Fund basic financial statements report detailedrinition about the Town. The focus of governmefuial basic
financial statements is on major funds rather theporting funds by type. Each major fund is préserin a
separate column.

The accounts of the government are organized aachtgal on the basis of funds. A fund is an inddpenfiscal
and accounting entity with a self-balancing seaofounts. Fund accounting segregates funds angotditheir
intended purpose and is used to aid managemenernmimistrating compliance with finance-related legadl
contractual provisions. There are a minimum nunabéands maintained to keep the accounts congistih legal
and managerial requirements. The following majmdts and fund types are used by the Town.

Governmental Fund Typesare those through which most governmental functafnthe Town are financed. The
Town's expendable financial resources and relassdta and liabilities are accounted for throughegowmental
funds. Governmental funds are accounted for usingurrent financial resources measurement focustlaad
modified accrual basis of accounting.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA
NOTES TO THE BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CO NTINUED)
B. Measurement Focus, Basis of Accounting and Basaf Presentation (Continued)
The following is the Town's major governmental fugpe:

The General Fund, a major fund, is the general operating fund of the Town and astofor all revenues and
expenditures of the Town except those requirecetadzounted for in another fund. All general exenues

and other receipts that are not allocated by lasootractual agreement to other funds are accounted for in the
General Fund. General operating expenditures l@dapital improvement costs that are not paidutino
other funds are paid from the General Fund. Téia budgeted fund, and any fund balance is corsider
resource available for use.

Proprietary Fund Types are accounted for based on the flow of economicurees measurement focus and use
the accrual basis of accounting. Under this metheeknues are recorded when earned and expensescarded

at the time liabilities are incurred. The Town kg all applicable GASB pronouncements, as wellthas
requirements of Financial Accounting Standards Bo@FASB”) Statements and Interpretations, Accoogpti
Principles Board (“APB”) Opinions, and Accounting$earch Bulletins (“ARBs"), issued on or before Bimber
30, 1989, unless they conflict with or contradicd®B pronouncements. The Town has elected notltowche
aforementioned guidance issued after November3&B,1as allowed by GAAP.

Proprietary funds distinguish operating revenues expenses from non-operating items. Operatingmess and
expenses generally result from providing serviced producing and delivering goods in connectionhwat

proprietary fund’s principal ongoing operationshelprincipal operating revenues of enterprise fuar@sprimarily

charges for services and fees. Operating expdosesiterprise funds include the expense for priagidjoods and
services, administrative expenses, maintenancedapceciation of capital assets. All revenues exjknses not
meeting this definition are reported as non-opegatevenues and expenses. Proprietary Fund typksienthe

following funds:

Enterprise Funds are used to account for operations (a) that aenéied and operated in a manner similar to
private business enterprises — where the inteth@fgoverning body is that the costs (expenset dimy
depreciation) of providing goods or services to teneral public on a continuing basis be financed o
recovered primarily through user charges; or (b)emehthe governing body has decided that periodic
determination of revenues earned, expenses inguaretior net income is appropriate for capital reaiance,
public policy, management control, accountabilitiypther purposes.

The Water and Sewer Fundis used to account for water and sewer servicegiged to the residents of
the Town and some surrounding areas.

Fiduciary Fund Typesinclude Trust Funds and the Agency Funds. These funds are used to accasetfoheld
by the Town in a trustee capacity for individuai#)er governments, and/or other funds. Trust Famesccounted
for in essentially the same manner as Proprietands. The Town does not have any fiduciary funds.

C. Assets, Liabilities, and Equity
1. Cash, Cash Equivalents, and Investments

Cash and Cash Equivalents

For purposes of the basic financial statementsthadtatement of cash flows, the Town considergighly
liquid investments (including restricted assets)hwariginal maturities of three months or less (frarhen
purchased) and investments in the South CaroliméeBdnvestment Fund (the “Pool”) to be cash edeivis.
Investments with an initial maturity of more thdmge months (from when purchased) that are nothpsed
from the pool are reported as investments.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CO NTINUED)

C. Assets, Liabilities, and Equity (Continued)

1.

Cash, Cash Equivalents, and Investments (Continued)

Investments

Investments are recorded at fair value. The Tovumvestment policy is designed to operate withirstxg
statutes (which are identical for all funds, fugges, and component units within the State of S@afolina)
that authorize the Town to invest in the following:

(a) Obligations of the United States and agencies thereof;
(b) General obligations of the State of South Gagobr any of its political units;

(c) Savings and Loan Associations to the extent tha same are insured by an agency of the Federal
Government;

(d) Certificates of Deposit and funds in depositcamts with banking institutions provided that such
certificates and funds in deposit accounts areatmthlly secured by securities of the type desdribga)
and (b) above, held by a third party as escrow tagencustodian of a market value, not less than th
amount of the certificates or funds in deposit accounts so secured, inclugirggtinprovided, however,
such collateral shall not be required to the extiet same are insured by an agency of the federal
government;

(e) Collateralized repurchase agreements whentemli&zed by securities as set forth in (a) andafim)ve and
held by the governmental entity or a third partgssrow agent or custodian; and

() No load open-end or closed-end management typesiment companies or investment trusts registered
under the Investment Company Act of 1940, as antenalkere the investment is made by a bank or trust
company or savings and loan association or othantial institution when acting as trustee or agena
bond or other debt issue of that local governmanit, yolitical subdivision, or county treasurertife
particular portfolio of the investment company nvestment trust in which the investment is mades(i)
limited to obligations described in items (a), @)d (e) of this subsection, and (ii) has amonghfsctives
the attempt to maintain a constant net asset \@flome dollar a share and to that end, value #gstashy
the amortized cost method.

The Town’s cash investment objectives are preservaf capital, liquidity and yield. Investmenteastated at
fair value. The Town did not have any investmehisng the year ended June 30, 2008.

Receivables and Payables

During the course of its operations, the Town hamerous transactions occurring between funds. €rhes
transactions include expenditures and transfer@sdurces to provide services, construct assetksarvice
debt. The accompanying basic financial statements generally reflect such transadtamsfers in (out). To
the extent that certain transactions between funds had not been paid or received@a8®f 2008, balances of
interfund receivables or payables have been redorde

All trade and property taxes receivable are showh of an allowance for uncollectible amounts. Trade

receivables are comprised of amounts due fromiemtind individuals for a variety of types of feesarges
and services, including franchise fees, sanitatia@ier, sewer and other fees and charges.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CO NTINUED)

C. Assets, Liabilities, and Equity (Continued)

3.

Inventories and Prepaid Assets

The Town records inventories as expenditures whaohased (purchase method) rather than when used in
future periods (consumption method).

The Town records certain other payments to ven(icgs insurance) as expenditures when used inrdutu
periods (consumption method).

Capital Assets

General capital assets are those assets not spégifielated to activities reported in the propaig fund.
These assets generally result from expenditurédeangovernmental funds. These assets are repiortda
governmental activities column of the governmendavStatement of Net Assets, but are not reporteétian
fund basic financial statements. Capital assdtzad by the proprietary funds are reported baththe
business-type activities column of the governmeigtewStatement of Net Assets and in the respectind f
basic financial statements.

All capital assets are valued at historical cogsiimated historical cost if actual historicaltdsmot available.
Donated capital assets are valued at their estihf@ie market value on the date donated. Publimalo
(“infrastructure™) general capital assets acquipeidr to January 1, 2004, consisting of roads, deg] curbs
and gutters, streets, and sidewalks, drainagemgst@nd lighting systems that were acquired or tbegived
substantial improvements are reported at estimatadrical cost using deflated replacement cogie @ost of
normal maintenance and repairs that do no addetedhue of the asset or materially extend assets lare not
capitalized. The Town maintains a capitalizatiomeshold of $5,000 other than those associated with
infrastructure. The Town’s minimum capitalizatidmeshold for infrastructure assets is $100,000.

All reported capital assets except land and coastm in progress are depreciated. Constructiofepts begin
being depreciated once they are complete, at wiriwh the complete costs of the project are transfeto the
appropriate capital asset category. Improvememetsl@preciated over the remaining useful liveshefrelated
capital assets.

Depreciation is computed using the straight-lirethnd over the following useful lives:

Governmental Activities Business-Type Activities

Description Estimated Lives Estimated Lives
Buildings and Improvements 40years 15 years
Vehicles 5-15 years 10 years
Equipment 5-20 years 10 years
Infrastructure 50years N/A
Water and Sewer System N/A 10 50years
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CO NTINUED)
C. Assets, Liabilities, and Equity (Continued)
5. Compensated Absences

The Town reports compensated absences in accordaititethe provisions of GASB Statement No. 16,
“Accounting for Compensated Absentedhe Town's employees are granted vacation acH Eave in
varying amounts depending upon the length of serticthe Town. Upon termination of employment, an
employee is reimbursed for accumulated vacatiors cey to exceed the total potential accumulatectiat
days within the past 24 months. Sick pay benefitssearned at the rate of one day per month ofreanis
service and may be accumulated up to a maximum26fdhays. Unused sick leave is not reimbursed and
therefore, not reported in the basic financialestants.

The entire compensated absence liability and expéngeported on the government-wide basic findncia
statements. The portion applicable to the prognjefund is also recorded in the proprietary furasib
financial statements. The governmental fund wdbarecognize compensated absences for terminatidn
retirements that occurred prior to year end thatexpected to be paid within a short time subseaioepear
end, if they are material.

6. Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities, and long-terniigitions are reported in the government-wide béisancial
statements. The portion applicable to the propgefands is also recorded in the proprietary furabib
financial statements. All current payables and accrued liabilities from governmental funds are reported in the
governmental fund basic financial statements.

In the government-wide basic financial statemeotsg-term debt and other long-term obligationsraqorted

as liabilities in the Statement of Net Assets. @premiums and discounts, as well as bond issueaosts, are

deferred, if material, and amortized over the tifahe bonds using the straight-line method thareximates

the effective interest method. Amortization of prems, discounts and bond issuance costs are intlide
interest expense. Bonds payable are reported rteeadpplicable bond premiums or discount. Bosdasce

costs, if applicable, are included in other assets.

In the fund basic financial statements, governnieintad types recognize bond premiums and discouass,
well as bond issuance costs, during the curreribgherThe face amount of debt issued is reportedtiasr
financing sources. Premiums received on debt iisssaare reported as other financing sources wht®unts
on debt issuances are reported as other finanseg. ulssuance costs, whether or not withheld fraractual
debt proceeds received, are reported as debt sexpenditures.

7. Fund Balance

In the fund basic financial statements, the Towserees those portions of fund balance which arallieg
segregated for a specific future use or which dorepresent available expendable resources andftierare
not available for appropriation or expenditure. réserved fund balance indicates that portion ofifaquity,

which is available for appropriation in future poes.

The Town’s use of the term “reserve” relative to the fund balance obitsrigmental funds is limited to
indicating that a portion of the fund balance ig awailable for expenditure or is legally segredater a
specific future use. Designations of fund balanggresent tentative management plans that are céutioje
change.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CO NTINUED)

C. Assets, Liabilities and Equity (Continued)

8.

10.

Net Assets

Net assets represent the difference between amsetkabilities in the statement of net assetst aésets are
classified as invested in capital assets net aitedl debt; restricted; and unrestricted. Net asseksted in
capital assets, net of related debt, consist oftalagssets, net of accumulated depreciation, mediury the
outstanding balances of any borrowings used foatugiisition, construction or improvement of thassets.

Outstanding debt which has not been spent is includeithe same net assets component as the unspent
proceeds. Net assets are reported as restricted thiere are limitations imposed on their use eithugh
enabling legislation or through external restrisidmposed by creditors, grantors, contributors, laws or
regulations of other governments.

Accounting Estimates

The preparation of basic financial statements imf@onity with accounting principles generally actapin the
United States of America requires management toenestimates and assumptions. Those estimates and
assumptions affect the reported amounts of asgetsliabilities and disclosure of contingent assatsl
liabilities at the date of the basic financial stagnts. In addition, they affect the reported am®of revenues

and expenditures/expenses during the reportinggberiActual results could differ from those estiezatnd
assumptions.

Comparative Data
Comparative data (i.e. presentation of prior yesal$ for the basic financial statements) have lmexn

presented in each of the statements since their inclusion would mak&tdm@ents unduly complex and
difficult to read.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary Information

The Town'’s budgets are adopted on a basis consistdmaccounting principles generally acceptedha United
States of America. An annual appropriated budgetdopted for the General Fund and Proprietary $urhe
presented budgetary information is as originallg@dd or as amended by Council. All annual appatipns lapse
at fiscal year end.

Prior to June *Lof each year, all agencies of the government sutegiests for appropriation to the Town so that a
budget may be prepared. The budget is preparéahioly function and activity, and includes infornaattion the past
year, current year estimates and requested apatiopis for the next fiscal year.

Council holds two public hearings on the annualgaidwhich must be prepared and adopted no lader tte last
day of June. The level of budgetary control (tisatthe level at which expenditures cannot legalkgeed the
appropriate amount) is established on the budgetvasole.
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[ll. DETAILED NOTES ON ALL FUNDS AND ACTIVITIES

A. Deposits and Investments
Deposits

Custodial Credit Risk for Deposits: Custodial credit risk for deposits is the risktthin the event of a bank failure,
the Town’s deposits might not be recovered. The&rmdoes not have a deposit policy for custodiatlitneésk but
follows the investment policy statutes of the Stt&outh Carolina. Approximately $38,000 of thenfds bank
balances of $1,941,660 as of June 30, 2008 (whachahcarrying value of $1,822,339), were exposezligtodial
credit risk as it was uninsured and uncollaterdlize

Investments

As of June 30, 2008, the Town did not have anystments as defined by GASB Statement No. 40.
Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents consistduedblilowing at June 30, 2008:

Drug Forfeitures $ 4,463
Hospitality Taxes 85,806
Recreation Expenditures 5,581
Other 1,31
Total Restricted Cash and Cash Equivalents $ 146,201

B. Accounts Receivable and Unbilled Revenue

The General Fund has accounts receivable of $116,333 at June 30, 2008, whiehtefieexchise fees, hospitality
taxes and a grant receivable that were availaklara 30, 2008.

The Water and Sewer Fund has accounts receivab$d 5,514 (net of an allowance for doubtful acceunit
$19,348) at June 30, 2008, which represents priynanipaid water and sewer charges through the 16n2008
billing period. In addition, the Water and Sewen#& has $68,502 in unbilled revenues related tematd sewer
usage by customers for the last two weeks of JOA8 that were not billed until July 2008.

C. Property Taxes Receivable and Deferred Revenue

Property taxes on real estate and on personal yopaed taxes on automobiles are billed and cadlbdby
Anderson County, South Carolina, and remitted nigriththe Town of Williamson. Except motor vehil@vhich
the levy date for motor vehicles is the first ddythee month in which the motor vehicle license egpiand these
taxes are due by the last day of the same mombpepy taxes are levied on October 1, based arsaessed value
of approximately $8.9 million at a rate of 110.0llsjiand are payable without penalty through Janddr. On
January 15, a fifteen percent penalty is addedltonpaid taxes. On February 1, an execution c6%% of all
unpaid taxes and penalties is added. On or befaelM16, a notice of delinquent taxes, penalties @sts is
mailed to the property owner advising that if thasenot paid by August 13, the property will b&lsn October.

At June 30, 2008, the Town reported property tagesivable of $86,315, of which $3,293 was receiwétin 60
days after year end. The General Fund reports @efeevenue in connection with receivables for reesrthat are
not considered to be available to liquidate lidiei of the current period. The General Fund alsierd revenue
recognition in connection with resources that hagen received, but not yet earned. At June 3(8,20@ General
Fund reported $83,022 in deferred revenues, aibatable to delinquent property taxes receivable.
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[ll. DETAILED NOTES ON ALL FUNDS AND ACTIVITIES ( CONTINUED)
D. Deposits

The General Fund has a liability for partial paymsesr installments received for fines and courtsgsid by those
who have been given time to pay their fines inghmunt of $88,514 at June 30, 2008. The Water amcSFund
has a liability for customer deposits in the amooh$60,978 related to water/sewer deposits. Témosits are
applied to the customer’s last bill when servicemsninated.

E. Interfund Receivables and Payables

The Water and Sewer Fund has a payable at yeaoehd General Fund in the amount of $176,952 farating
costs paid by the General Fund on behalf of theewand Sewer Fund. This amount will be repaid ffotre
revenues from the Water and Sewer Fund and is tegbém be repaid within one year.

F. Capital Assets

Capital asset activity for the Town’s governmematztivities for the year ended June 30, 2008 wdslimsvs:

Beginming Ending

Govemmental Activities: Balance Increases Decreases Balance
Capital Assets, Non-Depreciable

Land $ 38,000 - -$ 38,000
Total Capital Assets, Non-Depreciable 38,000 - - 38,000
Capital Assets, Depreciable

Buildings and Improvements 853,938 - - 853,938

Moator Vehicles 1,059,916 244,597 58,408 1,246,135

Equipment 52,811 141,916 9,975 724,752

Infrastructure 2,802,934 - - 2,802,934
Total Capital Assets, Depreciable 5,309,629 386,513 68,383 5,627,759
Less: Accumulated Depreciation for

Buildings and Improvements 420,451 21,348 - 441,799

Moator Vehicles 827,300 66,667 48,673 845,294

Equipment 343,006 45,469 1,995 386,480

Infrastructure 1,8%4,550 56,059 - 1,950,609
Total Accumulated Depreciation 3,485,307 189,543 50,668 3,624,182
Total Capital Assets, Depreciable, Net 1,824,322 196,970 17,715 2,003,577
Total Governmental Activities Capital Assets, Net $ 862,322 196,970 17,715 $ 2,041,577

Depreciation expense for the year ended June 38 0 governmental activities was charged to fiomst as

follows:
Depreciation
Governmental Activities: Expense

General Govemment $ 10,897
Public Safety 70,290
Public Works 94,888
Recreation 13,468

Total Depreciation Expense - Govemmental Actisitie $ 189,543
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[ll. DETAILED NOTES ON ALL FUNDS AND ACTIVITIES (  CONTINUED)

F. Capital Assets (Continued)

Capital asset activity for the Town’s business-tgptvities for the year ended June 30, 2008 wdslisvs:

Business-Type Activities:

Capital Assets, Nat being Depreciated

Land
Construction in Progress

Total Capital Assets, Not being Depreciated

Capital Assets, Being Depreciated
Land Improvements
Buildings and Improvements
Mator Vehicles
Equipment
Utility Systems

Total Capital Assets, Being Depreciated

Less: Accumulated Depreciation for

Land Improvemernts
Buildings and Improvements
Motor Vehicles
Equipment
Utility Systems

Total Accumulated Depreciation

Total Capital Assets, Being Depreciated, Net

Beginning Ending
Balance Increases  Decreases Transfers Balance
$ 305416 - - - % 305,416

- 442,961

- (82255) 360,706

305,416 442,961

— T (82,255) 666,122

163,865 -

22,392 -
95,143 18,276
58,750 17,148

12,088,762 -

- - 163,865

- - 22,392

- - 113,419
11,775 - 64,123
- 82,255 12,171,017

12,428,912 35424

11,775 82,255 12,534,816

163,865 - - - 163,865
19,688 536 - - 20,24
75,699 7,167 - - 82,866
37,094 5,385 1,766 - 40,713
6,014,561 226,055 - - 6,240,616
6,310,907 239,143 1,766 - 6,548,284

6,080 (203,719)

10,009 82,255 5,986,532

Total Business-Type Activities Capital Assets, Net $ 428,421 239,242

G. Long Term Obligations

10,009 - $ 6,652,654

The Town'’s long term obligations were comprisedhaf following at June 30, 2008:

X 2002 Water and Sewer Refunding Revenue Bonds iartimint of $2,533,500 to defease the Series 1987 an
1998 Revenue Bonds. It has monthly principal anidrést payments of $25,516 through 2012 at ameistte
rate of 4.95%. Resources from the Water and SBwed have been used to liquidate this obligation.

X 2002 Note Payable for fire fighting equipment ire tamount of approximately $211,000. It has annual
payments of $28,148 beginning in 2004 and continthingugh 2013 with an interest rate of 5.38%. Resgs
from the General Fund have been used to liquidegeobligation.

X 2008 Note Payable for three 2008 Ford Crown Viet®tolice Sedan’s in the amount of $81,997. Itdrasial
payments of $28,742 through February 2010 withndéerést rate of 5.25%. Resources from the Genenadl F
have been used to liquidate this obligation.
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[ll. DETAILED NOTES ON ALL FUNDS AND ACTIVITIES ( CONTINUED)
G. Long Term Obligations (Continued)

The following is a summary of changes in the Towaigy-term obligations for 2008:

Begnning Ending Due Within
Govemmental Activities: Balance Additions Reductions Balance Ore Year
Notes Payable:
2002 Note Payable $ 139,948 - 20,241 119,707 $ 21,385
2005 Note Payable 4,327 - 4,327 - -
2008 Note Payable - 81,997 28,742 53,255 25,946
Total Debt 144,275 81,997 53,310 172,962 47,331
Compensated absences 45,992 36,553 26,422 56,123 18,708
Total Governmental Activities 190,267 118,550 79,732 229,085 66,039
Business-Type Activities:
Bonded Indebtedness:
2002 Refunding Revenue Bond 1,452,184 - 239,697 1,212,487 251,835
Total Bonded Indebtedness 1,452,184 - 239,697 1,212,487 251,835
Compensated absences 14,173 10,833 8,834 16,172 5,391
Total Business-Type Activities $ 1,466,357 10,833 248,531 1,228,659 $ 257,226

Resources from the General Fund and Water and SEwail are used to liquidate the compensated absence
liabilities related to those funds, respectively.

Annual debt service requirements to maturity f@r tiotes payable and the bonded indebtedness fokoas:

Years Ended Notes Payable Bonded Indebtedness Total
June 30 Prinapal Interest Prinapal Interest Principa nterest
2009 $ 47,331 9,559 251,835 54,356 299166$ 63915
2010 49,902 6,989 264,588 41,603 314,490 48,592
2011 23,868 4,279 277,985 28,205 301,853 32,484
2012 25,218 2,930 292,063 14,128 317,281 17,058
2013 26,643 1,505 126,016 1,563 152,659 3,068

Total $ 172962 25262 1,212,487 139,855 1385449% 165117

Article Eight, Section Seven of the South Carol@@nstitution of 1895, as amended, provides thatitypor Town
shall incur any bonded debt which shall exceedtgighcent (8%) of the assessed value of the prppeetein and
no such debt shall be created without the eleabssich City or Town voting in favor of such furth®onded debt.
Prior to Home Rule Act of July 1, 1976, the bondieibt exemption was thirty five percent (35%). Bv@, the
General Assembly reduced the general obligation liteli without voter approval to eight percent (B%§ assessed
valuation; whereas, with a referendum any amountbeafloated. As of June 30, 2008, the Town hataaded
debt subject to the 8% limit of approximately $7008).
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[ll. DETAILED NOTES ON ALL FUNDS AND ACTIVITIES ( CONTINUED)
G. Long Term Obligations (Continued)

In 2002, the Town defeased its 1997 and 1998 RevBonds by placing the proceeds of its 2002 Watdr&ewer

Refunding Revenue Bonds in an irrevocable trugirtwide for all future debt service payments ondltebonds.

Accordingly, the trust account assets and liabifdy the defeased bonds are not included in the nf®wasic

financial statements. On June 30, 2008, approein&l,212,000 of bonds outstanding related toglhesues were
considered defeased.

The Town incurred $40,000 in costs associated thighissuance of the 2002 Water and Sewer Refuritéavgnue
Bonds. These costs are being amortized over feeoli the bonds using the straight-line method, cwhi
approximates the interest method. On June 30,,288&inamortized balance was $15,938.

IV. OTHER INFORMATION
A. Retirement Plan

Plan Description— Substantially all Town employees are members of Soeth Carolina Retirement System
(“SCRS") or the Police Officers Retirement Systéf@RS”). The SCRS and the PORS are cost-sharirlg-mu
employer defined benefit pension plans administénedhe South Carolina Retirement Systems, a dinisif the
South Carolina State Budget and Control Board. Syistems offer retirement and disability benefitsst of living
adjustments on an ad-hoc basis, life insurancefitgia@d survivor benefits. The Plans’ provisi@re established
under Title 9 of the SC Code of Laws. Comprehengimnual Financial Reports containing financiatestaents
and required supplementary information for the &yst are issued and publicly available by writing 8outh
Carolina Retirement System, P.O. Box 11960, ColamBC 29211-1960.

Funding Policy —Both employees and employers are required to ¢nn&ito the Plans under authority of Title 9 of
the SC Code of Laws. Employees covered under P@B® required to contribute 6.5% of their salary.
Employees covered under SCRS were required toibater6.5% of their salary through June 30, 200Be Town
was required to contribute 10.3% of gross earnumgder PORS. The Town was required to contribuf&%.
through June 30, 2008. The Town did not partieipatthe group life insurance for fiscal year 200Bhe Town
contributed amounts equal to the required contidouto the SCRS and PORS of $107,944, $47,473 $8iB15
for the year ended June 30, 2008, the six montdededune 30, 2007, and the year ended Decembe&086,
respectively. Only the South Carolina State Budget Control Board has the authority to establish aménd
funding policy.

B. Risk Management

The Town is exposed to various risks of loss relatetorts, theft of, damage to, and destructioassiets, errors and
omissions, injuries to employees, and natural tésas The Town has joined together with other rcipaidities in
the state to form the South Carolina Municipal hasice and Risk Financing Fund (“SCMIRF”), whichaipublic
entity risk pool currently operating as a commak nnanagement and insurance program. The Towirnshta
general risk insurance through SCMIRF. It paysaanual premium for this coverage. In the year entisw 30,
2008, the Town made premium payments totaling aqmately $60,000. SCMIRF is self-sustaining thrbug
member premiums and reinsures through commerciapaaies. The SCMIRF net assets from its most thcen
issued audited financial statements at Decembe2®X/ were approximately $19,426,000.
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IV. OTHER INFORMATION (CONTINUED)
B. Risk Management (Continued)

The Town has also joined together with other mymailifies in the state to form the South CarolinaniMipal
Insurance Trust (“SCMIT"), a public entity risk dooperating as a common risk management and inseran
program for worker's compensation. The Town pays an annual premium to SCMIT. In itrenged June 30,
2008, the Town made premium payments totaling agmately $28,000. The Trust uses reinsurance aggatnto
reduce its exposure to large workers’ compensdtisaes. SCMIT’s net assets from its most receisyed
audited financial statements at December 31, 2G&é approximately $15,342,000.

The Town has also joined together with other lgmalernments in the South Carolina Local Governmessturance
Group (SCLGAG) to provide medical, dental and lifsurance for its employees. This is also a pudtitity risk
pool operating a common risk management and insargnogram. The group reinsures to cover largeifspe
losses. In the year ended June 30, 2008, the Toade premium payments totaling approximately $20R,0he
SCLGAG’s net assets from its most recently issueditad financial statements at June 30, 2008 were
approximately $9,162,000.

The Town could be in the position of having to maklklitional contributions to a pool if required the financial
condition of the pool. There were no significaatluctions in coverage over the past year and tivere no
settlements exceeding insurance coverage in thatpae fiscal years.

C. Contingent Liabilities
Sewer Operations

The Town's Wastewater Treatment Plant (“WWTP”) vedted by the South Carolina Department of Heath and
Environmental Control (“DHEC”) in 2005 as it repedly failed to comply with the permitted dischatieits for
biochemical oxygen demand, fecal coliform and sodpd solids percent removal. The Town submitted a
pretreatment program to DHEC, which was approvedl iancurrently in progress. The Town also submitted
Corrective Action Plan for the required upgradirfgtle WWTP, which is estimated to cost approximat&l0
million.

A Preliminary Engineering Report (“PER”) for thegrpde of the WWTP was submitted to DHEC in June7200
The Town is working with the Rural Utility Servi¢¢RUS"), formerly known as the Rural DevelopmenttAority
(“RDA") to obtain funding (both grants and loansy the upgrade. The Town is using an independegiheering
firm to assist them in finalizing the PER and imqoeting the environmental assessments requiratidofRDA for
the funding of the upgrade. The Town has incurrpdraximately $361,000 as of June 30, 2008 (refteas
construction in progress on the financial statesjeand an additional approximately $240,000 subesetgio June
30, 2008 for the engineering portion of the reqliivpgrade to the WWTP. These costs have been fuodédte
through internal means (cash from operations),thetTown does not have the funds to move forwartthowi
external financing. If the Town is unable to obtairificient funding for this project, then managemwill have no
alternative than to try to work with DHEC in amemglithe Corrective Action Plan.

Capacity Encroachment

In 1987, the Town executed an agreement with AmeSounty (the “County”) whereby the County is te b
provided a certain portion of the Town’s sewer cifga During 2007, the Town discovered when it &edhe
pretreatment program noted above that it had beeroaching on the County’s capacity for the pasessd years
and continues to do so. Under the terms of a Vedp@ement with the County, the Town began pa$da®00 a
month to the County in January 2007, with $1,358dpapplied to the past due balance and $1,64th&on-going
current encroachment. The Town estimates thatitipaid amount of this encroachment is approximée$d§,295
at June 30, 2008, which is reflected as a curiability.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA
NOTES TO THE BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008

IV. OTHER INFORMATION (CONTINUED)
C. Contingent Liabilities (Continued)
Water Operations

The Town’s water tank is in need of major overtend rehabilitation. In an agreement reached witiEBhHh prior
years, the Town will perform the interior and ekierenovation in the near future, with annual esons and
maintenance thereafter. The Town has executedteacbmith a firm to perform the renovations angtovide the
annual inspections and maintenance at a cost Q¥ $8%nnually for 2009 and 2010, with a base fe®1@f043 for
2011 through 2013, with maximum increases of 5%rirégg in 2014.

Grants

The Town participates in a number of federal aatesassisted grant programs, which are governaggus rules
and regulations of grantor agencies. These praga subject to financial and compliance auditshieygrantors
or their representatives. Such audits could leagduests for reimbursement to the grantor ag&rayxpenditures
disallowed under terms of the grant. The Town bekeit has substantially complied with the confeint
provisions. Based on prior experience, the Townéagement believes such disallowances, if any|dvoat be
significant; therefore no provision has been recorded in the accompanying basalirstatements for such
contingencies.

In addition, the Town must apply for annual reneaafl contracts and grants. Funding is subjecth increases
and reductions at the discretion of the contractosgrantors.

Litigation

Various claims and lawsuits are pending againsithen. Although the outcome of these lawsuitsaspresently
determinable, it is the opinion of the Town's magagnt and legal counsel that resolution of thestensawill not
have a material adverse effect on the financiatlitiam of the Town.

Sludge Removal

During 2008, DHEC inspected the Town’'s sewer opemat informing the Town that its biosolids (slujige
exceeded federal prescribed limits. As a resu#t, Town determined to remove the sludge from itsteveaster
treatment plant cell to comply with the federalnstards and has scheduled the removal during theyeax. The
Town has estimated that it will cost approximat$B80,000 for this remediation treatment based a@ineering
estimates and has recorded a liability for this amas of June 30, 2008. This amount has also teflected as a
prior period adjustment as the sludge accumulated over the past several yehescasti tb remove it should have
been recognized as a liability prior to 2008.

D. Economic Dependency
The Town is dependent upon two textile manufactuf@r approximately 13% of its annual property texenues.
E. Subsequent Events
Due to the recent downturn in the economy, the T@aanticipating a shortfall in General Fund revenin fiscal
2009 compared to the amount budgeted. Primahigsd shortfalls are due to a decrease in statauesgfranchise
fees and property taxes. In response to this asthrevenue shortfall, the Town has establishgekading freeze
on all non-essential spending. Additionally, masragnt anticipates a reduction of expenditures dbug0% in its

2010 budget as a result of the downturn. The Tovwilmeed to continue to closely monitor and addtéss revenue
shortfall in light of the current economic situatio
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

REQUIRED SUPPLEMENTARY INFORMATION - BUDGETARY COMPARI

SON SCHEDULE - GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - BUDGETS AND ACTUAL

YEAR ENDED JUNE 30, 2008

REVENUES

Property Taxes
Hospitality Taxes
Homestead Exemption
Manufacturer's Exemption
Merchant's Inventory
Franchise Fees

Licenses and Permits
Intergovernmental

Fines and Forfeits
Sanitation Collection Fees
Other Charges for Services
Resource Officers
Investment Income
Grants

Other

TOTAL REVENUE ALL SOURCES

EXPENDITURES

General Government:
Salaries and Wages
Payroll Taxes
Retirement
Health Insurance
Transportation Expenditures
Consultants and Contract Services
Operating Expenditures

Total General Government

Public Safety:
Police:
Salaries and Wages
Payroll Taxes
Retirement
Health Insurance
Operating Expenditures

Total Police
Fire:
Salaries and Wages
Payroll Taxes

Retirement
Operating Expenditures

Total Fire

Total Public Safety

GENERAL FUND

ORIGINAL REVISED
BUDGET BUDGET ACTUAL VARIANCE

$ 1,295,800 1,331,000 1,273,812 $ (57,1¢
80,000 80,000 167,318 87,31
86,000 86,000 89,687 3,68
63,000 63,000 76,040 13,04
7,200 7,200 5,406 (1,79
365,849 365,849 394,730 28,8¢
46,000 46,000 44,437 (1,56
161,472 161,472 123,782 (37,6¢
77,400 77,400 101,421 24,02
240,000 240,000 301,078 61,07
16,250 16,250 22,337 6,08

70,000 70,000 70,000 -
500 500 1,636 1,13¢
- - 271,270 271,27C
10,600 10,600 39,340 28,74
2,520,071 2,555,271 2,982,29 427,023
124,003 124,003 106,997 17,0C
9,486 9,486 9,081 40!
11,235 11,235 8,936 2,29
16,204 16,204 15,326 87
500 500 346 154
24,000 24,000 22,000 2,00
615,292 650,492 288,053 362,4:
800,720 835,920 450,739 385, 1¢
550,012 550,012 581,560 (31,5¢
41,831 41,831 48,917 (7,08
54,806 54,806 60,759 (5,95
91,820 91,820 86,885 4,93
142,940 142,940 148,903 (5,9¢
881,409 881,409 927,024 (45,61
26,000 26,000 21,926 4,07
1,989 1,989 1,761 22¢
} - 1,349 (1,349
50,200 50,200 66,935 (16,73
78,189 78,189 91,971 (13,78
$ 959,598 959,598 1,018,995 $ (59,3¢
(Continued)
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TOWN OF WILLIAMSTON, SOUTH CAROLINA
REQUIRED SUPPLEMENTARY INFORMATION - BUDGETARY COMPARI SON SCHEDULE - GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - BUDGETS AND ACTUAL

YEAR ENDED JUNE 30, 2008

GENERAL FUND

ORIGINAL REVISED
BUDGET BUDGET ACTUAL VARIANCE
Public Works:
Street Department:
Salaries and Wages $ 185,020 185,020 203,276 $ (18,2t
Payroll Taxes 14,154 14,154 21,077 (6,92
Retirement 5,436 5,436 13,032 (7,59
Health Insurance 32,407 32,407 28,961 3,44
Transportation Expenditures 100,000 100,000 17 99,98
Operating Expenditures 144,000 144,000 138,981 5,01
Total Public Works 481,017 481,017 405,344 75,6
Recreation:
Salaries and Wages 42,260 42,260 43,228 (96
Payroll Taxes 3,233 3,233 3,308 (7F
Retirement 1,705 1,705 2,547 (84:
Health Insurance 5,401 5,401 12,682 (7,28
Transportation Expenditures - - 280 (280)
Operating Expenditures 154,448 154,448 177,231 (22,7¢
Total Recreation 207,047 207,047 239,276 (32,27
Capital Outlay 7,440 7,440 387,228 (379,78
Debt Service:
Principal 56,342 56,342 53,310 3,03
Interest and Fiscal Changes 7,907 7,907 7,907 -
Total Debt Service 64,249 64,249 61,217 3,03
TOTAL EXPENDITURES 2,520,071 2,555,271 2,562,799 (7,5.
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES - - 419,495 419,49E
OTHER FINANCING SOURCES
Issuance of Note Payable - - 81,997 81,997
Proceeds from the Sale of Capital Assets - - 9,620 9,620
TOTAL OTHER FINANCING SOURCES - - 91,617 91,61
NET CHANGE IN FUND BALANCE - - 511,112 511,112
FUND BALANCE, Beginning of Year 1,131,490 1,131,490 1,131,490 -
FUND BALANCE, End of Year $ 1,131,490 1,131,490 1,642,602 $ 511,1

Note: The budget is presented on the modified atdxasis of accounting, which is consistent witbcamting principles generally accepted in the Uhi
States of America.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS - BDGETS AND ACTUAL

YEAR ENDED JUNE 30, 2008

WATER AND SEWER ENTERPRISE FUND

ORIGINAL REVISED
BUDGET BUDGET ACTUAL VARIANCE
OPERATING REVENUES
Water Services $ 1,174,864 1,174,864 980,377 $ (194,481
Sewer Services 646,000 646,000 570,299 (75,701
Tap Fees 16,365 16,365 5,400 (10,96¢
Reconnect Fees 14,253 14,253 733 (13,52
Leachate Treatment 75,000 75,000 72,177 (2,82
Miscellaneous Revenues 6,200 6,200 10,510 4,31
TOTAL OPERATING REVENUES 1,932,682 1,932,682 1,639,496 (293,186
OPERATING EXPENSES
Water Operations:
Salaries and Wages 228,282 228,282 209,133 19,14¢
Payroll Taxes 16,827 16,827 17,919 (1,09:
Retirement 20,682 20,682 17,729 2,95
Health Insurance 2,251 2,251 30,750 (28,4¢
Transportation Expenses 10,000 10,000 5,181 4,81¢
Operating Expenses 584,303 584,303 438,447 145,85¢
Depreciation - - 138,574 (138,57¢
Total Water Operating Expenses 862,345 862,345 857,733 4,612
Sewer Operations:
Salaries and Wages 54,420 54,420 13,790 40,6
Payroll Taxes 4,163 4,163 1,183 2,98(
Retirement 4,930 4,930 1,559 3,371
Health Insurance 8,966 8,966 1,293 7,67%
Operating Expenses 658,721 658,721 248,145 410,57¢
Depreciation - - 87,481 (87,48
Total Sewer Operating Expenses 731,200 731,200 353,451 377,74¢
Administration:
Salaries and Wages 15,755 15,755 47,471 (31,71
Payroll Taxes 1,205 1,205 5,759 (4,55¢
Retirement 1,427 1,427 4,314 (2,887
Health Insurance 1,800 1,800 10,431 (8,6°
Operating Expenses 18,950 18,950 3,436 15,51«
Depreciation - - 13,088 (13,08
Total Administration Operating Expenses 39,137 39,137 84,499 (45,3¢€
TOTAL OPERATING EXPENSES 1,632,682 1,632,682 1,295,683 336,999
OPERATING INCOME 300,000 300,000 343,813 43,813
NON-OPERATING REVENUES (EXPENSES)
Amortization of Bond Issuance Costs - - (4,665) (4,66
Grant Revenue - - 29,900 29,9C
Interest and Fiscal Changes (300,000) (300,000) (66,000) 234,00¢
TOTAL NON-OPERATING REVENUES (EXPENSES) (300,000) (300,000) (40,765) 259,23t
CHANGE IN FUND NET ASSETS - - 303,048 303,04¢
NET ASSETS, Beginning of Year 5,195,904 5,195,904 5,195,904 -
PRIOR PERIOD ADJUSTMENT (280,000) (280,000) (280,000) -
NET ASSETS, Beginning of Year, Restated 4,915,904 4,915,904 4,915,904 -
NET ASSETS, End of Year $ 4,915,904 4,915,904 5,218,952 $ 303,048
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TOWN OF WILLIAMSTON, SOUTH CAROLINA
SCHEDULE OF COURT FINES, ASSESSMENTS, AND SURCHARGES

YEAR ENDED JUNE 30, 2008

Court Fines and Assessments

Court Fines and Assessments Collected $ 163,953
Court Fines and Assessments Retained by the Town 83,834
Total Court Fines and Assessments Remitted to the State Treasurer 80,119

Court Surcharges

Court Surcharges Collected 30,786

Total Court Surcharges Remitted to State Treasurer 30,786
Victim Fund

Funds Available for Carryforward, Beginning of Year -
Court Assessments Allocated to Victim Fund - Current Year 15,041
Interest Earned on Available Funds 894
Victim Fund Expenditures (Primarily Salaries and Benefits) (15,935)

Funds Available for Carryforward, End of Year $ -
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF B ASIC FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Mayor and Members of Town Council
Town of Williamston
Williamston, South Carolina

We have audited the financial statements of thegowuental activities, the business-type activites] each major fund of
the Town of Williamston, South Carolina (the “ToWnas of and for the year ended June 30, 2008, hwbidlectively
comprise the Town'’s basic financial statements lzenek issued our report thereon dated February®.28Ve conducted
our audit in accordance with auditing standardsegaly accepted in the United States of America #ral standards
applicable to financial audits containedGoovernment Auditing Standardssued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considetieel Town’s internal control over financial repogias a basis for
designing our auditing procedures for the purpdsexpressing our opinions on the basic financiateshents, but not for
the purpose of expressing an opinion on the effentiss of the Town’s internal control over finahai@porting.
Accordingly, we do not express an opinion on thHeativeness of the Town’s internal control ovelaficial reporting.

Our consideration of internal control over finamciaporting was for the limited purpose describedtlie preceding
paragraph and would not necessarily identify aficiEncies in internal control over financial refing that might be
significant deficiencies or material weaknesse®wever, as discussed below, we identified certaiirciéncies in internal
control over financial reporting that we considebe significant deficiencies.

A control deficiency exists when the design or aepien of a control does not allow management orleyees, in the
normal course of performing their assigned funajcdio prevent or detect misstatements on a timagysb A significant
deficiency is a control deficiency, or combinatimincontrol deficiencies, that adversely affects ¢héty’s ability to initiate,
authorize, record, process, or report financial data reliably in accordance withllgeae@pted accounting principles such
that there is more than a remote likelihood that a misstatement of the entity’simeastiaf statements that is more than
inconsequential will not be prevented or detected by the entity’s internal coitfelconsider items 2008-1 and 2008-2
described in the accompanying schedule of findiagg responses to be significant deficiencies iarival control over
financial reporting.

A material weakness is a significant deficiencycombination of significant deficiencies, that iésin more than a remote
likelihood that a material misstatement of the bdgiancial statements will not be prevented oredetd by the entity’s
internal control.

Our consideration of internal control over finameeporting was for the limited purpose describedhie first paragraph of
this section and would not necessarily identifydaficiencies in the internal control that might be significant deficiencies
and, accordingly, would not necessarily discloske sa@nificant deficiencies that are also considetedbe material
weaknesses. However, we consider items 2008-12808-2 described in the accompanying schedule nafirfgs and
responses to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance abouthehdhe Town’s basic financial statements are féamaterial
misstatement, we performed tests of its compliawith certain provisions of laws, regulations, cawts, and grant
agreements, noncompliance with which could havdérectdand material effect on the determination aib financial
statement amounts. However, providing an opiniercampliance with those provisions was not an dhjemf our audit,
and accordingly, we do not express such an opirflibe. results of our tests disclosed an instana@wotompliance that is
required to be reported und&overnment Auditing Standardsd which is described in the accompanying schedfile
findings and responses as item 2008-3.
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We noted certain matters that we reported to manageof the Town in a separate letter February0992

The Town’s responses to the findings identifiecour audit are described in the accompanying sckediufindings and
responses. We did not audit the Town’s responsgsaccordingly, we express no opinion on them.

This report is intended solely for the informat@md use of management, the Town Council, and otiigne the Town and
is not intended to be and should not be used bgrampther than these specified parties.

Greene, Finney & Horton, LLP
Mauldin, South Carolina
February 9, 2009
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

SCHEDULE OF FINDINGS AND RESPONSES

YEAR ENDED JUNE 30, 2008

2008-1: INTERNAL CONTROLS OVER THE ANNUAL FINANCIA L REPORTING PROCESS

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Response:

The Town does not have adequate internal contras its annual financial reporting process that
would allow for the Town to prevent or detect matemisstatements in its basic financial
statements. Instead, the Town has chosen to usxtésnal independent auditors as its internal
control for the annual financial reporting processm the recording of various receivables and
payables on the modified accrual basis to the cororetsi the full accrual basis that is used for
the government-wide financial statements.

The Town should have adequate internal controlsefahan its external independent auditors) in
place that would prevent or detect material misstants from the recording of day-to-day
transactions through to the reporting of thosesimations in its annual financial statements.

The limited resources available at the Town.

There is a higher risk that material misstatementshe basic financial statements will go
undetected.

The Town should consider the cost/benefit factetated to providing adequate internal controls
over its annual financial reporting process.

The Town will continue to evaluate the cost/benfafttors of providing adequate internal controls
over its annual financial reporting process. Quiiye the Town believes it is most cost beneficial
to use its external auditors to perform these fonstrelated to its annual financial reporting
process and to prepare the Town’s annual finasta¢ments.

2008-2: FINANCIAL PROCEDURES AND CONTROLS

Condition:

The Town does not have effective financial procedwand controls to ensure that all transactions
are handled correctly and are recorded timely and accuratelyote the following items during
our audit:

X Hospitality Taxes — During fiscal 2008, the Towrgae collecting hospitality taxes from
entities that sell prepared food and beveragesmilie Town limits. The Town was not
depositing or recording the taxes collected onneely (i.e., daily) basis; instead, they
were holding the taxes collected until all or alinalt of the entities had remitted the
taxes for a given month, at which time they depakithe funds and recorded the
transaction. At times, they were holding checksofegr two months.

X Water and Sewer Billing and Collection Procedure®ne of the clerks prepares the
monthly invoices to customers by entering the megadings and then mailing the
invoices; there is no analysis or review of the thnbilling by management to ensure
that all customers are billed and that the coreeobunts are being recorded to the
appropriate general ledger accounts. The clerksalm® able to make adjustments to
customers’ balances without the review or appr@fahanagement. We noted that the
cash drawers in the front office are not locked during theaddyare shared between the
two clerks. There is also no evidence of reviewthy finance department of customer
balances, collectability for past due accounts, etc

x Police Fines — We noted that police fines are mindp deposited on a timely basis; the
Town usually makes the deposits once a week, butated instances of checks being
held more than two weeks before being deposited. We noted one check reéceived
September 2007 that was not deposited until A& The Town does not record any
of these transactions until after the deposit has Ineade.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

SCHEDULE OF FINDINGS AND RESPONSES

YEAR ENDED JUNE 30, 2008

2008-2: FINANCIAL PROCEDURES AND CONTROLS (CONTINU ED)

Criteria:

Cause:

Effect:

Recommendation:

Response:

x Accounts Payable — We noted a number of transactivet occurred during fiscal 2008
that were not recorded until fiscal 2009 (total eeded $100,000). These transactions
primarily related to an engineering firm used by Trown.

x The Town applied for and was awarded a $20,000tdram the state for playground
equipment, with the funds to be requested fromstate upon completion of the project.
The project was completed in February 2008, butrdagest for reimbursement had not
occurred prior to our arrival for the audit in Janu2009.

x Bank Reconciliations — The Clerk / Treasurer prepdahe monthly bank reconciliations
for the bank accounts maintained by the Town. Harethere is no evidence of review
and approval of these bank reconciliations.

x The Clerk / Treasurer prepares and posts the jbwmiaies that are recorded in the
Town'’s general ledger. However, there is no revaed approval of these journal entries.

X The Clerk / Treasurer is responsible for adding leyges and updating information (pay
rates, withholding and insurance information, etm) the employees. She is also
responsible for entering and processing the wepélyroll, which is a lack of adequate
segregation of duties.

Proper and effective financial procedures and rotsit including the monitoring and review
process, should be in place to ensure that alsai@tions are handled correctly and are recorded
timely and accurately.

A lack of understanding of financial procedured anntrols, combined with the limited financial
personnel at the Town.

There is a higher risk that the books and recofdse Town will be incomplete and that the Town
will not have received all of the funds due themadidlition, the risk of fraud is increased.

The Town should develop and implement effectivericial procedures and controls to ensure
that all transactions are handled correctly and ramorded timely and accurately. We also
recommend that the Town implement an effective taoimg and review process of the Clerk /
Treasurer’s functions. Specifically, all bank recitiations and journal entries prepared by the
Clerk / Treasurer should be reviewed and approvweeither the Town Administrator or other
qualified staff. These reviews should be timelg.(iwithin a week of preparation) and should be
evidenced by appropriate sign-offs. We also recommend that someone othéneth@kerk /
Treasurer input and prepare the Town’s payroll; sheuld be the only one authorized to add
employees or make changes to the employee madster fi

The Town plans on using a consultant to assist neanagt in developing and implementing

effective financial procedures and controls, bemignn the spring of 2009. The consultant will
also provide training to Town personnel to assighis area.
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TOWN OF WILLIAMSTON, SOUTH CAROLINA

SCHEDULE OF FINDINGS AND RESPONSES

YEAR ENDED JUNE 30, 2008

2008-3: INSTALLMENTS RECEIVED FOR COURT FINES AND ASSESSMENTS

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Response:

The South Carolina State Code, Section 14-1-2@festthat if the payment for a fine and

assessment levied in the municipal court is madastallments, the municipal court judge must
treat 40% of each installment as payment for apsassent and distribute it pursuant to Section
14-1-208. The Town is not in compliance with thiatste, as it is retaining 100% of the

installments received until final settlement, atethtime it is making the distributions as required
by Section 14-1-208. The Town was also not maiimigiadequate files and documentation for
installment payments received.

Proper record keeping and adequate files and dauaten should be maintained for all

transactions, including installment payments rezeivi0% of installments received for fines and
assessments must be distributed as required leyst&dtite.

A lack of of emphasis given to this issue.

The failure to follow the state statute is a breatcfiduciary responsibility.

The Town should ensure that it maintains adeqtfilge and documentation for installment

payments received. It should also implement a sydteat will enable it to distribute 40% of

installments received in accordance with stateit#at

It is the position of the Town of Williamston tolffyg comply with South Carolina State Code,

Section 14-1-209. The Town has made progressisnaifea subsequent to June 30, 3008 and
management anticipates that the Town will be intance by the end of the current fiscal year.
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