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INDEPENDENT AUDITOR'S REPORT

To the City Council and Mayor
City of Belton, State South Carolina

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Belton, South Carolina, as of June 30, 2012, and the respective changes
in financial position, and, where applicable, cash flows thereof for the year then ended in conformity with
accounting principles generally accepted in the United Statesof America.

In accordance with Government Auditing Standards, we have also issued our report dated March 19,2013, on our
consideration of the City of Belton, South Carolina's internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information on pages 3 through 9 and 33 through 34 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Belton, South Carolina's fmancial statements as a whole. The combining nonmajor fund
fmancial statements, and the schedule of municipal court fmes, assessments, and surcharges are presented for
purposes of additional analysis and are not a required part of the financial statements. The combining nonmajor
fund fmancial statements and the schedule of municipal court fines, assessments, and surcharges are the
responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects in relation to the fmancial statements as a whole.

Anderson, South Carolina
March 19, 2013
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CITY OF BELTON, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30, 2012

As management of the City of Belton, South Carolina (the City), we offer readers of the City's fmancial statements this
narrative overview and analyses of the fmancial activities of the City for the fiscal year ended June 30, 2012.

FINANCIAL HIGHLIGHTS
Management believes the City's fmancial condition is strong. The following are key financial highlights:

• The total government-wide net assets at the close of the most recent fiscal year were $8,802,108 of which
$1,923,315 was unrestricted.

• The government-wide net assets decreased by $129,596 or 1.45%.
• Total long-term debt decreased by $7,598 or 3.02%.
• The total assets of the governmental funds exceeded its liabilities at the close of the 2012 fiscal year by

$1,172,015.
• Total fund balances of the governmental funds decreased by $215,562 or 15.54%.
• The total governmental funds revenues were $2,594,073, which was less than total governmental funds

expenditures of$2,868,859 by $274,786.
• Other financing sources for governmental funds totaled $59,224 for the recent fiscal year.
• The net change in the proprietary funds included an increase of $19,964 for the water fund and a decrease of

$100,605 for the wastewater fund.

OVERVIEW OF THE ANNUAL FINANCIAL REPORT
Management's Discussion and Analysis (MD&A) serves as an introduction to the basic fmancial statements and
supplementary information. The City's basic financial statements are comprised of three components: I) govemment­
wide financial statements, 2) fund fmancial statements, and 3) notes to the financial statements. This report also contains
other supplementary information in addition to the basic financial statements.

Government-Wide Financial Statements
The government-wide financial statements are designed to provide a broad overview of the City's finances in a
manner similar to private businesses. The statements provide both short-term and long-term information about the
City's financial position. All assets and liabilities of the City are included in the statement of net assets.

The statement of net assets presents information on all of the City's assets and liabilities, with the difference between
the two being reported as net assets. Over time, increases and decreases in net assets may serve as a useful indicator
of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City's net assets changed over the most recent
fiscal year. All changes to net assets are reported at the time that the underlying event giving rise to the change
occurs, regardless of the timing on the related cash flows. This statement also focuses on both the gross and net costs
of the various functions of the City, based only on direct functional revenues and expenses. This is designed to show
the extent to which the various functions depend on general revenues for support.

The activities of the City are presented in two columns on these statements - governmental activities and business­
type activities. A total column for the City is also provided. The governmental activities include the City's basic
services including general government, police, fire, public works, community development, and culture and
recreation. Taxes, licenses, permits and charges for services generally support these activities. The business-type
activities include private sector type activities such as the City's own water and wastewater systems. These activities
are primarily supported by user charges and fees.
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Fund Financial Statements
These statements provide more detailed information about the City's most significant funds - not the City as a whole.
A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The City uses fund accounting to ensure and demonstrate compliance with finance­
related legal requirements as well as for managerial control to demonstrate fiduciary responsibility over the assets of
the City. Traditional fund financial statements are presented for governmental funds and proprietary funds.

Governmental funds - Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable resources
as well as on balances of spendable resources available at the end of the fiscal year. Such information is useful in
evaluating the City's near-term financing requirements. Since governmental fund financial statements focus on near­
term spendable resources, while the governmental activities on the government-wide financial statements have a
longer-term focus, a reconciliation of the differences between the two is provided with the fund financial statements.

Proprietary funds - Proprietary funds are used to report the same functions presented as business-type activities in
the government-wide financial statements. The proprietary fund financial statements are prepared on the same long­
term focus as the government-wide financial statements. The proprietary funds provide the same information as the
government-wide financial statements, only with more detail.

Fiduciary funds - Fiduciary funds are used to account for resources held for the benefit of others outside the City
government. Fiduciary funds are reported separately because the money is not available to support the City's
programs.

Notes to the financial statements - The notes to the financial statements provide information that is essential to the
full understanding of the data provided in the government-wide and fund financial statements and should be read in
conjunction with the financial statements.

Other information - Governments have an option of including the budgetary comparison statements for the General
Fund and major special revenue funds as either part of the fund financial statements within the basic financial
statements or as required supplementary information after the notes to the financial statements. The City has chosen
to present these budgetary statements as part of the required supplementary information.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
The following tables and analysis discuss the financial position and changes to the financial position for the City as a
whole as of and for the years ended June 30, 2012, and June 30, 2011.

Net Assets
As noted earlier, net assets may serve over time as a useful indicator of a government's financial position for the
City. The combined total assets of the City's governmental activities and business-type activities exceeded liabilities
by $8,802,108 at the close of the most recent fiscal year.

By far, the largest portion of the City's total net assets (72.6%) reflects its investment in capital assets (e.g. land,
buildings, machinery and equipment, and vehicles), less any related debt used to acquire those assets that are still
outstanding. The City uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the City's investment in capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.
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Governmental Activities - Revenues by source

$1,000,000

Business-type activities
Net assets of business-type activities decreased in the current year by $80,641 (1.33%). Total business-type activities
expenditures increased $30,853 (2.07%) from prior year. This increase in expenditures was the key element of the
decrease in net assets of the business-type activities for the current year,
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FINANCIAL ANALYSIS OF THE CITY'S FUNDS
As previously mentioned, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The following is a brief discussion of the financial highlights from the fund financial statements,

Property1lI_
contributions contributions

Governmental funds - The focus of the City's governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the City's financing requirements,
Unreserved fund balance may serve as a useful measure of a government's net resources available for spending at the end
of the fiscal year.

Governmental Activities - Expenses

The City's total governmental funds reported a combined ending fund balance of $1,172,015. Of this amount $67,544 is
nonspendable, $461,840 is restricted, and $323,483 is assigned, The unassigned fund balance of $319,148 is available for
new spending,
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The General Fund is the chief operating fund of the City and accounts for the major functions of the government
including general government, public safety, public works, community development, culture, recreation and tourism.
The fund balance decreased $180,499 (19.97%) during the current fiscal year.

Proprietary funds - The City's Proprietary Funds statements provide the same type of information as the government­
wide financial statements, except in more detail. In fiscal year 2012, net assets decreased $80,641 (1.33%).

BUDGETARY HIGHLIGHTS
The City's annual budget is the legally adopted expenditure control document of the City. A budgetary comparison
statement is included for the General Fund. This statement compares the original adopted budget, the final budget and the
actual revenues and expenditures prepared on a budgetary basis. Amendments to the adopted budget may occur
throughout the year in a legally permissible manner.

Budgetary comparison highlights for the current year for the General Fund are as follows:

Revenues and Other Financial Resources
Expenditures
Excess (Deficiency) of Revenues Over (Under) Expenditures

Budget-Final
$ 2,643,800

2,646,800
($ 3,000)

Actual Variance
$ 2,457,625

2,638,124
($ 186,175)

8,676
($ 180,499) ($ 177,499)

Actual General Fund revenues and other revenue sources were less than budgeted revenues and other financing sources
by $186,175. Intergovernmental, property tax, franchise fees, and licenses and permits revenues accounted for the
majority of the decrease of revenues under budgeted amounts. General fund expenditures were less than budgeted
amounts by $8,676. Administration and community development expenditures accounted for the majority of the decrease
of expenditures under the budgeted amounts.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital assets - The City's investment in capital assets for its government-wide activities as of June 30,2012, amounts
to $6,542,529 (net of accumulated depreciation.) This investment in capital assets includes land, improvements other
than buildings, buildings and systems, and machinery and equipment. This year's major capital asset additions included
costs incurred for the construction of an elevator at City Hall and purchases of police vehicles.

Governmental activities Business-type activities

Land
Construction in
progress

Buildings and
system

Improvements
other than
buildings

Machinery and
equipment

Vehicles
Total

June 30, June 30,
2012 2011

$ 288,080 $ 256,080

10,110 215,604

June 30, June 30,
2012 2011

$ 57,418 $ 57,418

96,613

334,490 358,594 4,490,016 4,444,681

578,412 360,524

175,789
377,185

204,175
390,665

140,623
3,603

148,019
4,291

$ 1,753,956 $ 1,580,148 $ 4,788,573 $ 4,870,013

Total
June 30,
2012

June 30,
2011

$ 345,498

96,913

$ 313,498

225,714

4,824,506 4,803,275

578,412 360,524

316,412
380,788

352,194
394,956

$ 6,542,529 $ 6,450,161

Additional information on the City's capital assets can be found in the Notes to Financial Statements in Note 4.
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Debt administration - At year-end the City had $151,912 in notes payable to banks for its government-wide activities.
This is a decrease of$26,480 (14.84%) from the previous year amount of$178,392.

Outstanding Debt
Governmental activities Business-type activities Total
June 30, June 30, June 30, June 30, June 30, June 30,
2012 2011 2012 2011 2012 2011

Notes payable $ $ 11,681 $ 151,912 $ 166,711 $ 151,912 $ 178,392
Compensated
absences 87,319 68,437 4,740 4,740 92,059 73,177

Totals $ 87,319 $ 80,118 $ 156,652 $ 171,4551 $ 243,971 $ 251,569

Additional information on the City's long-term debt can be found in the Notes to Financial Statements in Note 5.

Economic Factors, Next Year's Budget and Rates

General safety and welfare of the community is top priority. Our fire department remains consistent with no staff
changes. We have hired a new police chief upon the retirement of our previous chief. We also have had two police
officers retire over this year and have replaced them. We have acquired four new police cars this year with the
majority of the monies coming from grants. Our police chief is using every available source to equip the officers
with necessary equipment with minimal cost to the City. Our fire chief is continuing to make sure all firefighters are
equipped with the essential equipment and are sufficiently trained. Our fire chief is continuing to diligently work on
our ISO rating.

The parks and recreation facilities continue to improve as ongoing repairs and upgrades take place. Player
participation continues to grow each year.

The Combined Utilities Department has completed the Energy Grant Upgrade System by implementing a system to
allow meters to be read internally. As money is available, the department will continue to replace the old meters with
new ones that will be compatible with this new system. The department is working to improve our water and sewer
lines and upgrading our Ducworth Facility and lagoons to meet DHEC standards. The City is working with USDA
for grant funding for this project.

The City of Belton does not anticipate financial impact from changes with funding from the State and County
governments; nor income from franchise fees and taxes. Belton will continue to operate with a conservative budget.

Contacting the City's financial management
This financial report is designed to provide a general overview of the City's finances for all those with an interest in the
City's finances. Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to Laurie Kennedy, City Treasurer, City of Belton, PO Box 828, Belton, South Carolina
29627.
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Exhibit A
CITY OF BELTON, SOUTH CAROLINA

STATEMENT OF NET ASSETS
JUNE 30, 2012

Primary Government

Governmental Business-
Activities !IRe Total

ASSETS
Cash and cash equivalents $ 1,058,100 $ 1,092,009 $ 2,150,109
Receivables (net of allowance for uncollectibles) 158,333 221,626 379,959
Interest receivable 413 466 879
Intergovernmental receivables 19,440 19,440
Internal balances (36,355) 36,355
Inventories 4,652 17,891 22,543
Prepaids 62,892 10,025 72,917
Restricted assets:
Cash and cash equivalents:
Escheat deposits 9,749 9,749
Municipal Court deposits 13,314 13,314
Customer deposits 118,477 118,477
Note payable covenant deposit 26,336 26,336

Capital assets not being depreciated:
Land 288,080 57,418 345,498
Construction in progress 96,913 96,913

Capital assets net of accumulated depreciation:
Buildings and systems 334,490 4,490,016 4,824,506
Improvements other than buildings 578,412 578,412
Machinery and equipment 175,789 140,623 316,412
Vehicles 377,185 3,603 380,788
Total assets 3,044,494 6,311,758 9,356,252

LIABILITIES
Accounts payable and other current liabilities 108,516 72,990 181,506
Unearned revenue 1,875 1,875
Liabilities payable from restricted assets 8,132 118,660 126,792
Noncurrent liabilities:
Due within one year 19,352 19,989 39,341
Due in more than one year 67,967 136,663 204,630
Total liabilities 205,842 348,302 554,144

NET ASSETS
Invested in capital assets, net of related debt 1,753,956 4,636,661 6,390,617
Restricted for:
Victims' assistance 38,374 38,374
Drug enforcement 13,056 13,056
Firemen's fund 5,398 5,398
Municipal Court 13,314 13,314
Hospitality 391,698 391,698
Debt service 26,336 26,336

Unrestricted 622,856 1,300,459 1,923,315
Total net assets $ 228382652 $ 529632456 $ 828021108

The notes to the financial statements are an integral part of this statement.
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Exhibit B
CITY OF BELTON. SOUTH CAROLINA

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2012

Net (Expense) Revenue and
Program Revenues Changes in Net Assets

Operating Capital
Charges for Grants and Grants and Governmental Business-type

Function I Programs Ex~enses Services Contributions Contributions Activities Activities Total
Primary Government
Governmental Activities:
General government $ 497,923 $ 688 $ $ $ (497,235) $ $ (497,235)
Police 899,230 155,815 17,830 (725,585) (725,585)
Fire 500,753 5,074 25,989 (469,690) (469,690)
Public works 545,200 239,482 19,080 (286,638) (286,638)
Culture and recreation 289,985 6,366 6,542 56,050 (221,027) (221,027)
Interest on long-term debt 55 (55) (55)
Total governmental activities 2,733,146 402,351 11,616 118,949 (2,200,230) (2,200,230)

Business-type Activities:
Water 949,976 945,024 73,441 68,489 68,489
Wastewater 570,239 477,711 (92,528) (92,528)
Total business-type activities 1,520,215 1,422,735 73,441 (24,039) (24,039)

Total Primary Government $ 412533361 $ 138251086 $ 113616 $ 1921390 {2z200z230} {24z039} {2z224z269}

General Revenues:
Taxes 1,087,908 1,087,908
Business licenses 710,064 710,064
Intergovernmental 203,780 203,780
Interest earnings 2,714 1,190 3,904
Payments in lieu of taxes 6,038 6,038
Gain (loss) on sale of capital assets 326 326
Contribution of land 32,000 32,000
Miscellaneous 50,653 50,653

Transfers 57792 {57z792}
Total General Revenues, Special Items, and Transfers 2z151z275 {56z602} 220942673
Change in Net Assets (48,955) (80,641) (129,596)

Net Assets - Beginning 228872607 6z044z097 82931z704
Net Assets - Ending $ 2z8382652 $ 529632456 $ 8z8022108

The notes to the financial statements are an integral part of this statement.
11
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CITY OF BELTON, SOUTH CAROLINA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

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

Net change in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
capital outlay of$307,571 exceeded depreciation expense of$164,657
in the current period.

The net effect of various miscellaneous transaction involving capital assets
(i.e., sales and donations) is to increase net assets.

The issuance oflong-term debt (e.g., bonds, leases) provides current financial
resources to governmental funds, while the repayment of the principal of long-term
debt consumes the current financial resources of governmental funds. Neither
transactions, however, have any effect on net assets. This is the amount of prinicpal
payments of long-term debt in the current period.

Some expenses reported in the statement of activities do not require the use
of current resources, and, therefore, are not reported as expenditures in
governmental funds.
Compensated absences

Change in net assets of governmental activities

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

$ (215,562)

142,914

30,894

11,681

(18,882)

$ (48.955)
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Exhibit G
CITY OF BELTON, SOUTH CAROLINA

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

PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Total
Enterprise

Water Wastewater Funds
OPERATING REVENUES
Charges for services $ 945,024 $ 477,711 $ 1,422,735

OPERATING EXPENSES
Cost of sales and services 836,928 383,625 1,220,553
Administration 62,920 8,738 71,658
Depreciation 50,128 173,077 223,205

Total operating expenses 949,976 565,440 1,515,416

Operating loss (4,952) (87,729) (92,681)

NONOPERATING REVENUES (EXPENSES)
Investment earnings 634 556 1,190
Interest expense (4,799) (4,799)

Total nonoperating revenues (expenses) 634 (4,243) (3,609)

Income (loss) before contributions and transfers (4,318) (91,972) (96,290)

Capital contributions - Grants 73,441 73,441
Capital contributions 864 864
Transfers in 439 20,503 20,942
Transfers out (49,598) (30,000) (79,598)

Change in net assets 19,964 (100,605) (80,641)

Total net assets - beginning 2,155,921 3,888,176 6,044,097

Total net assets - ending $ 2;175;885 $ 317871571 $ 5;963;456

The notes to the financial statements are an integral part of this statement.
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ExhibitH
CITY OF BELTON, SOUTH CAROLINA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Total
Enterprise

Water Wastewater Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers $ 951,957 $ 477,217 $ 1,429,174
Cash paid to suppliers (708,232) (210,335) (918,567)
Cash paid to employees (215z847} (l68z063} (383,910}
Net cash provided (used) by operating activities 27878 98819 126,697

CASH FLOWS FROM NONCAPIT AL FINANCING ACTIVITIES
Increase (Decrease) in due from other funds (20,770) 3,711 (17,059)
Transfers to other funds (49,598) (30,000) (79,598)
Transfers from other funds 439 20,503 20,942
Net cash provided (used) by noncapital financing activities (69,929} (5,786} (75,715}

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Principal payments - revenue bonds and notes (14,799) (14,799)
Interest paid (4,799) (4,799)
Proceeds from capital contributions - grants 163,684 163,684
Purchase of fixed assets (209,615} (63,645} (273,260}
Net cash provided (used) by capital and related financing
activities (45,931} (83,243} (l29,174}

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 633 556 1 189

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS (87,349) 10,346 (77,003)

CASH AND CASH EQUIVALENTS - BEGINNING
(Including restricted assets of $137,316) 967911 345914 1,313,825

CASH AND CASH EQUIVALENTS - ENDING
(Including restricted assets of $144,813) $ 8801562 $ 3561260 $ 11236!822

Reconciliation of operating income to net cash
provided (used) by operating activities:

Operating (loss) $ (4,952) $ (87,729) $ (92,681)
Adjustments to reconcile operating loss to net cash
provided (used) by operating activities:
Depreciation expense 50,128 173,077 223,205
(Increase) decrease in accounts receivable (487) (494) (981)
(Increase) decrease in prepaid items 12,409 (6,406) 6,003
Increase (decrease) in accounts payable (35,817) 19,861 (15,956)
Increase (decrease) in accrued liabilities (823) 510 (313)
Increase (decrease) in customer deposits 7420 7420
Total adjustments 32,830 186,548 219,378

Net cash provided by operating activities $ 271878 $ 981819 $ 1261697

The notes to the financial statements are an integral part of this statement.
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ASSETS
Cash and cash equivalents

Total assets

LIABILITIES
Zion Street payabJes

Total liabilities

CITY OF BELTON, SOUTHCAROLINA
STATEMENTOF FIDUCIARYNET ASSETS

FIDUCIARY FUND
JUNE 30, 2012

The notes to the financial statements are an integral part of this statement.
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Zion Street Senior
Citizens Agency

Fund

$ 1 512

$ 1 512

$ 1 512

$ 1 512



CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30,2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Beiton, South Carolina (the City) have been prepared in accordance with
generally accepted accounting principles in the United States of America (GAAP) applicable to state and local
governments. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant of the City's
accounting policies are described below.

A. Reporting Entity

The City of Belton, South Carolina was incorporated in 1855. It is governed by a mayor and six council members who
serve staggered four year terms. The City operates under the council/mayor form of government by South Carolina law.
The City provides the following services: public safety (police and fire), street maintenance, sanitation, culture-recreation,
public improvements, planning and zoning, and general administrative services. The City also owns and operates a utility
system which provides water and wastewater services. The fmancial statements of the City include all of the above
operations. No other organizations are included in the financial statements and the City is not included in any other
governmental "reporting entity" as defined by GASB, since Council members are elected by the public and have decision­
making authority, the authority to levy taxes, the power to designate management, the ability to significantly influence
operations, and primary accountability for fiscal matters.

B. Government-wide and fund financial statements

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

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

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even
though the fiduciary funds are excluded from the government-wide financial statements. Major individual
governmental funds and major enterprise funds are reported as separate columns in the fund financial statements.

C. Measurement focus, basis of accounting, and financial statement presentation

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

JUNE 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Property taxes, state shared revenue, and charges for services associated with the current fiscal period are all
considered to be susceptible to accrual and, therefore, have been recognized as revenues of the current fiscal period.
Only the portion of special assessments receivable due within the current fiscal period is considered to be susceptible
to accrual as revenue of the current period. All other revenue items are considered to be measurable and available
only when cash is received by the City.

Because governmental fund statements are presented using a measurement focus and basis of accounting different
from that used in the government-wide statements' governmental column, a reconciliation is presented that briefly
explains the adjustments necessary to reconcile ending net assets and the change in net assets.

Major Governmental Funds - The major governmental funds reported by the City are as follows:

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

Hospitality Fund. The Hospitality Fund is used to account for the proceeds of hospitality fees to be segregated for
the expenditures of tourism related costs.

Water Fund. This enterprise fund accounts for the activities of the City-owned water system.

Major Proprietary Funds - The City reports the following major proprietary funds:

Wastewater Fund. This enterprise fund accounts for the activities of the City-owned wastewater system.

In prior years, activities of the water and wastewater operations were reported in one fund. In the fiscal year ending
June 30, 2012, the operations of the wastewater fund are separately reported. The prior year-end balance sheet was
separated between the water and wastewater systems.

Additionally, the City reports the following fund type:

Fiduciary Fund. The fiduciary fund accounts for the assets held by the government in a trustee capacity or as an
agent for individuals, private organizations, other governmental units, and/or funds. The Zion Street Senior
CitizensJund accounts for assets that the government holds for others in an agency capacity.

Private-sector standards of accounting and financial reporting issued through November 30, 1989, generally are
followed in both government-wide and proprietary fund financial statements to the extent that those standards do not
conflict with or contradict guidance of the Governmental Accounting Standards Board. Governments also have the
option of following subsequent private-sector guidance for their business-type activities and enterprise funds, subject
to this same limitation. The government has elected not to follow subsequent private-sector guidance.
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30,2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

As a general rule the effect of interfund activity has been eliminated from the government-wide financial statements.
Exceptions to this general rule are charges between the government's general fund, special revenue funds, and
proprietary funds. Elimination of these charges would distort the direct costs and program revenues reported for the
various functions concerned.

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

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary funds' principal ongoing operations. The principal operating revenues of the water and wastewater
enterprise funds are charges to customers for sales and services. The water fund also recognizes as operating revenue
the portion of tap fees intended to recover the cost of connecting new customers to the system. Operating expenses
for the water and wastewater funds includes the cost of sales and services, administrative expenses, and depreciation
on capital assets. All revenues and expenses not meeting this definition are reported as non-operating revenues and
expenses.

D. Assets, liabilities, and net assets or equity

1. Cash and Investments
Cash and cash equivalents include currency on hand, demand deposits with financial institutions, and short-term
investments with a maturity date within three months of the date purchased. Investments are recorded at fair value.
The calculation of realized gains and losses is independent of calculation of changes in fair value of investments.

State statutes authorize the government to invest in obligations of the U.S. Treasury, obligations of the State of South
Carolina, repurchase agreements, certificates of deposit and the South Carolina Local Government Investment Pool.
Investments for the government are reported at fair value. The reported value of the South Carolina Local
Government Investment Pool is the same as the fair value of the pool shares.

2. Interfund Receivables and Payables
Activity between funds that are representative oflending/borrowing arrangements outstanding at the end of the fiscal
year are referred to as either "due to/from other funds" (i.e., the current portion of interfund loans) or "advances
to/from other funds" (i.e., the non-current portion of interfund loans). All other outstanding balances between funds
are reported as "due to/from other funds." Any residual balances outstanding between the governmental activities
and business-type activities are reported in the government-wide financial statements as "internal balances."

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

3. Accounts Receivable
Accounts receivable represent amounts owed the City for property taxes, water and sewer fees, and franchise fees
and are reflected net of an allowance for uncollectibles.
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30,2012

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

4. Inventories
Significant inventories are valued at cost using the first-inlfirst-out (FIFO) method and are offset equally by a fund
balance reserve account which indicates that they do not constitute expendable available financial resources and
therefore are not available for appropriation. The costs of governmental fund-type inventories are recorded as
expenditures when consumed rather than when purchased.

5. Prepaid Items
Payments to vendors for services that will benefit periods beyond the end of the fiscal year are recorded as prepaid
items in both government-wide and fund financial statements.

6. Restricted Assets
Certain resources are classified as restricted assets on the balance sheet because their use is limited by applicable
laws, grant agreements, or bond covenants.

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

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives
are not capitalized. Major outlays for capital asset and improvements are capitalized as projects are constructed.

Assets Years
5-50
20-30
3-20
5-15

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

Buildings and Systems
Improvements Other Than Buildings
Machinery and Equipment
Vehicles

8. Compensated Absences
It is the government's policy to permit employees to accumulate earned but unused vacation and sick pay benefits.
There is no liability for unpaid accumulated sick leave since the government does not have a policy to pay any
amounts when employees separate from service with the government. All vacation pay is accrued when incurred in
the government-wide and proprietary fund financial statements. A liability for these amounts is reported in
governmental funds only if they have matured, for example, as a result of employee resignations and retirements.

9. Long-term Obligations
In the government-wide financial statements, and proprietary fund types in the fund financial statements, long-term
debt and other long-term obligations are reported as liabilities in the applicable governmental activities, business­
type activities, or proprietary fund type statement of net assets.
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

10. Fund Equity
In the fund financial statements, governmental funds report aggregate amounts for five classifications of fund
balances based on the constraints imposed on the use of these resources. The nonspendable fund balance
classification includes amounts that cannot be spent because they are either (a) not in spendable form - prepaid items
or inventories; or (b) legally or contractually required to be maintained intact.

The spendable portion of the fund balance comprises the remaining four classifications: restricted, committed,
assigned, and unassigned.

Restrictedfund balance. This classification reflects the constraints imposed on resources either (a) externally by
creditors, grantors, contributors, or laws or regulations of other governments; or (b) imposed by law through
constitutional provisions or enabling legislation.

Committedfund balance. These amounts can only be used for specific purposes pursuant to constraints imposed
by formal resolutions or ordinances of the City Council - the government's highest level of decision making
authority. Those committed amounts cannot be used for any other purpose unless the City Council removes the
specified use by taking the same type of action imposing the commitment. This classification also includes
contractual obligations to the extent that existing resources in the fund have been specifically committed for use
in satisfying those contractual requirements.

Assignedfund balance. This classification reflects the amounts constrained by the City's "intent" to be used for
specific purposes, but are neither restricted nor committed. The City Council and Mayor have the authority to
assign amounts to be used for specific purposes. Assigned fund balances include all remaining amounts (except
negative balances) that are reported in governmental funds, other than the General Fund, that are not classified as
nonspendable and are neither restricted or committed.

Unassigned fund balance. This fund balance is the residual classification for the General Fund. It is also used to
report negative fund balances in other governmental funds.

When both restricted and unrestricted resources are available for use, it is the City's policy to use externally
restricted resources first, then unrestricted resources - committed, assigned, and unassigned - in order as needed.

11. Net Assets
In the government-wide financial statements, net assets are classified in the following categories:

Invested in Capital Assets, Net of Related Debt. This amount consists of capital assets net of accumulated
depreciation and reduced by outstanding debt attributed to the acquisition, construction, or improvement of the
assets.

Restricted Net Assets. This amount is restricted by external creditors, grantors, contributors, laws or regulations
of other governments, enabling legislation, or constitutional provisions.

Unrestricted Net Assets. This amount is all the net assets that do not meet the definition of "invested in capital
assets, net of related debt" or "restricted net assets."
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

12. Property Taxes
Anderson County bills and collects real and vehicle property taxes for the City. Property taxes are levied on October
1, and are payable without penalty through January 15. Unpaid taxes attach as an enforceable lien on property as of
the following March 17.

13. Estimates
The preparation of the financial statements in conformity with generally accepted accounting principles requires the
use of management's estimates. Accordingly, actual results could differ from these estimates.

NOTE 2 - DEPOSITS ANDINVESTMENTS

The State of South Carolina General Statutes permits the City to invest in certain types of financial instruments.
Cash is maintained in demand deposits or savings accounts, certificates of deposits, repurchase agreements, or U.S.
Government securities. There were no deposit or investment transactions during the year that were in violation of
either the state statutes or the policy of the City.

As of June 30, 2012, bank balances of the City's deposits were $2,329,873.

Interest rate risk. The City manages its exposure to declines in fair values by limiting its investments to certificates
of deposit which can be sold and withdrawn on demand.

Custodial credit risk - deposits. In the case of deposits, this is the risk that in the event of a bank failure, the City's
deposits may not be returned to it. The City does not have a deposit policy for custodial credit risk. As of June 30,
2012, all of the City's bank balances were insured and collateralized.

Custodial credit risk - investments. For an investment, this is the risk that, in the event of the failure of the
counterparty, the City will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party.

NOTE 3 - RECEIVABLES

Receivables as of June 30, 2012, including the applicable allowance for uncollectible accounts, are as follows:

Governmental Business-type
Activities Activities Total

Receivables:
Accounts $ 68,514 $ 312,429 $ 380,943
Property taxes 63,455 63,455
Hospitality taxes 12,115 12,115
Grants 57,249 57,249
Interest 413 466 879
Gross receivables 201,746 312,895 514,641
Less: Allowance for uncollectibles {43,OOO2 {90,8032 {133,8032
Net receivables $ 158,746 $ 222,092 $ 380,838
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 4 - CHANGES IN CAPITAL ASSETS

Capital assets activity for the governmental activities for the fiscal year ended June 30,2012, was as follows:

Balance Balance
June 30, June 30,

Governmental activities: 2011 Increases Decreases 2012
Capital assets, not being depreciated:
Land $ 256,080 $ 32,000 $ $ 288,080
Construction in progress 10,110 209,985 {220,095}

Total capital assets, not being depreciated 266,190 241,985 {220,095} 288,080

Capital assets, being depreciated:
Buildings and improvements 982,254 982,254
Improvements other than buildings 673,843 246,769 920,612
Machinery and equipment 698,484 15,430 (37,857) 676,057
Vehicles 1,324,588 55,484 {49,565} 1,330,507

Total capital assets, being depreciated 3,679,169 317,683 {87,422) 3,909,430

Accumulated depreciation for:
Buildings and improvements (623,660) (24,104) (647,764)
Improvements other than buildings (313,319) (28,881) (342,200)
Machinery and equipment (494,309) (42,708) 36,749 (500,268)
Vehicles {933,923} {68,964} 49,565 {953,322}

Total accumulated depreciation (2,365,211) (164,657} 86,314 (2,443,554)

Total capital assets, being depreciated, net 1,313,958 153,026 (1,108} 1,465,876

Governmental activities capital assets, net $ 1,580,148 $ 395,011 $ (221,203) $ 1,753,956

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

Governmental activities:
General government
Police
Fire
Public works
Culture and recreation

Total depreciation expense - governmental activities

$ 23,489
23,331
80,576
7,512

29,749
$ 164,657

Current year increase in governmental activities includes purchases of police vehicles and costs incurred toward the
construction of an elevator at City Hall.

During the fiscal year ended June 30, 2012, four acres of property were donated to the City at a value of $32,000.
The donated asset was reported in the government-wide statement of net assets.
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30,2012

NOTE 4 - CHANGES IN CAPITAL ASSETS (continued)

Assets were transferred from the governmental activities to be used in the business-type activities during the fiscal
year ended June 30, 2012. The net amount reported as transfers in the government-wide statement of activities for the
transfer of capital assets was $864.

Capital assets activity for business-type activities for the fiscal year ended June 30, 2012, was as follows:

Balance Balance
June 30, June 30,

Business-type activities: 2011 Increases Decreases 2012
Capital assets, not being depreciated:
Land $ 57,418 $ $ $ 57,418
Construction in progress 215,604 61,817 {l80,508} 96,913

Total capital assets, not being depreciated 273,022 61,817 (180,508} 154,331

Capital assets, being depreciated:
Buildings and systems 8,743,407 254,291 8,997,698
Machinery and equipment 689,400 33,316 722,716
Vehicles 294,630 294,630

Total capital assets, being depreciated 9,727,437 287,607 10,015,044

Accumulated depreciation for:
Buildings and systems (4,298,726) (208,956) (4,507,682)
Machinery and equipment (541,381) (40,712) (582,093)
Vehicles {290,340} {6872 {291,027}

Total accumulated depreciation {5,130,447) {250,355} {5,380,802}

Total capital assets, being depreciated, net 4,596,990 37,252 4,634,242

Business-type activities capital assets, net $ 4,870,012 $ 99,069 $ (180,508) $ 4,788,573

Depreciation expense for the water and wastewater enterprise funds was $50,128 and $173,077, respectively for the
year ended June 30, 2012.

Current year increases in business-type activities includes completion of construction for a water meter monitoring
system and additional cost for projects under construction and not completed as of June 30, 2012.
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 5 - CHANGES IN LONG-TERM DEBT

The following is a summary of changes in long-term debt of the City for the fiscal year ended June 30, 2012:

Balance Balance Amounts
June 30, June 30, due in one

Governmental activities: 2011 Additions Reductions 2012 ~ear
Notes payable:
Note $ 6,239 $ $ (6,239) $ $
Note 5,442 (5,442)
Compensated absences 68,437 18,882 87,319 19,352
Totals $ 80,118 $ 18,882 $ (11,681) $ 87,319 $ 19,352

Balance Balance Amounts
June 30, June 30, due in one

Business-type activities: 2011 Additions Reductions 2012 ~ear
Notes payable:
Note $ 166,711 $ $ (14,799) $ 151,912 $ 15,249
Compensated absences 4,740 4,740 4,740
Totals $ 171,451 $ $ ~14,799l $ 156,652 $ 19,989

Long-term debt at June 30, 2012, was comprised of the following:

Business-type Activities:

May, 2021
Collateralized By:

Balance at
June 30,
2012

Note Payable
To:

Interest
Rate:

SCIRF 3.00%

Monthly
Payment:
$1,633

Maturity Date:
Water Revenues $ 151,912

The annual requirements to amortize notes payable debt outstanding as of June 30, 2012, are as follows:

Year Ending
June 30

Governmental activities Business-type activities

2013
2014
2015
2016
2017

2018-2022
Totals

Principal Interest Principal Interest
$ $ $ 15,249

15,713
16,191
16,684
17,191
70,884

$ 4,349
3,606
3,407
2,915
2,407
4,242

$ $ $ 151,912 $ 20,926
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 6 - INTERFUND RECEIVABLES, PAY ABLES, AND TRANSFERS

The composition of interfund balances as of June 30, 2012, is as follows:

Receivable fund Pa~able fund Amount
General Water $ 9,867

Water General 44,847
Water Wastewater 5,086

Wastewater General 1,375
Total $ 61,175

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

The interfund balance of $5,086 due to the Water fund from the Wastewater fund was eliminated and therefore not
reported in the government-wide statement of net assets.

The composition of interfund transfers for the year ended June 30, 2012, is as follows:

Interfund transfers:
Transferred In:

General Water Wastewater
Transferred out: Fund Fund Fund Total
Hospitality fund $ 14,258 $ 439 $ 905 $ 15,602
Water fund 30,000 19,598 49,598
Wastewater fund 30,000 30,000
Total $ 74,258 $ 439 $ 20,503 $ 95,200

Transfers are used to move unrestricted general fund revenues to finance various programs that the City must account
for in other funds in accordance with budgetary authorizations, including amounts provided as subsidies or matching
funds for various grant programs. Amounts were transferred from the Water and Sewer Enterprise Fund to the
General Fund for administrative costs.

Amounts transferred from the Water fund to the Wastewater fund were for costs of repairs shared by these Enterprise
funds. Total transfers in the amount of $19,598 were eliminated and therefore not reported in the government-wide
statement of activities.
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 7 - RESTRICTED ASSETS

The balances of the restricted asset accounts in the governmental and enterprise fund as of June 30, 2012, are as
follows:

Escheat deposits
Municipal Court deposits
Customer meter deposits
Note payable covenant deposit
Total restricted assets

Governmental Business-type
activities activities

$ 9,749 $
13,314

118,477
26,336

$ 23,063 $ 144,813

NOTE 8 - FUND BALANCES

The following is a summary of the Governmental fund balances of the City as of June 30, 2012:

Major Special Other
General Revenue Fund - Governmental
Fund HosQitali!i:Fund Funds Totals

Nonspendable:
Inventory $ 4,652 $ $ $ 4,652
Prepaids 62,892 62,892

67,544 67,544

Restricted for:
Municipal court 13,314 13,314
Hospitality 391,698 391,698
Victims compensation 38,374 38,374
Drug enforcement 13,056 13,056
Firemen's activities 5,398 5,398

13,314 391,698 56,828 461,840

Assigned to:
Parks and Recreation 941 941
City Hall capital improvements 119,361 119,361
Longevity 59,225 59,225
Insurance premiums 143,956 143,956

323,483 323,483

Unassigned: 319,148 319,148

Total Fund Balance $ 723,489 $ 391,698 $ 56,828 $ 1,172,015
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 9 - RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. The City has joined together with other municipalities in the
state to form the South Carolina Municipal Insurance and Risk Financing Fund (SCMIRF), and the South Carolina
Local Government Assurance Group (SCLGAG), which are public entity risk pools currently operating as common
risk management and insurance programs. The City pays an annual premium to SCMIRF for its general insurance
coverage and a monthly premium to SCLGAG for its employee health, life, and dental insurance coverage.

The SCMIRF is self-sustaining through member premiums and wiJI reinsure through commercial companies for
claims in excess of $1,000,000 for each insured event. The SCLGAG is also self-sustaining through member
premiums and wiJI reinsure through commercial companies for claims in excess of $100,000 for each insured event.
For claims in excess of $40,000 but less than $100,000, the "stop loss" insurance is pooled with other members.

The City also has joined together with other municipalities in the state to form the South Carolina Municipal
Insurance Trust (SCMIT), a public entity risk pool operating as a common risk management and insurance program
for worker's compensation. The City pays an annual premium to SCMIT.

There were no significant reductions in insurance coverage from coverage in the prior year. Settlements have not
exceeded insurance coverage for each of the past three years.

NOTE 10 - EMPLOYEE RETIREMENT BENEFITS

The City contributes to the South Carolina Retirement System (SCRS) and the South Carolina Police Officers
Retirement System (PORS). These plans are cost-sharing, multiple-employer pension plans administered by the
Retirement Division of the State Budget and Control Board. The SCRS and the PORS offer retirement and disability
benefits, cost of living adjustments on an ad-hoc basis, life insurance benefits and survivor benefits. The Plan's
provisions are established under Title 9 of the South Carolina Code of Laws. A Comprehensive Annual Financial
Report containing financial statements and required supplementary information for the South Carolina Retirement
System and Police Officers Retirement System is issued and publicly available by writing the South Carolina
Retirement System, Post Office Box 11960, Columbia, South Carolina 29211-1960.

The SCRS plan members are required to contribute 6.5% of their annual covered salary and the City is required to
contribute at an actuarially determined rate. The current rate is 9.385% of annual covered payroll. The contribution
requirements of plan members and the City are established by Title 9 of the SC Code of Laws. The City's
contributions to the SCRS for the fiscal years ending June 30, 2012, 2011, and 2010, were $63,728, $61,465, and
$68,907, respectively, equal to the required contributions for each year.

The PORS plan members are required to contribute 6.5% of their annual covered salary and the City is required to
contribute at an actuarially determined rate. The current rate is 11.363% of annual covered payroll. The contribution
requirements of plan members and the City are established by Title 9 of the SC Code of Laws. The City's
contributions to the PORS for the fiscal years ending June 30, 2012, 2011, and 2010, were $81,865, $77,636, and
$74,249, respectively, equal to the required contributions for each year.

The City has a tax sheltered annuity program qualified under Section 403(b) of the Internal Revenue Code covering
all eligible employees. If an employee elects to do so, they can contribute a minimum of 2% of eligible wages. Since
the City contributes to the South Carolina Retirement System, no matching contributions are made to this program by
the City.
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30,2012

NOTE 11 - LEASE AGREEMENT

The City signed an agreement with Anderson County School District Two on February 6, 2007, to provide lighting for
a school district football field in the amount of $44,750 and to pay for electricity to operate these lights in exchange
for the use of this field by the Recreation department football teams for a period of twenty years, ending on February
15,2027.

NOTE 12 - COMMITMENTS

The City has a commitment for the upgrading of three Wastewater Treatment Plants within the City to become
compliant with NPDES permitting. Estimated project budget is $6,908,000. Funding from Rural Development has
been obligated in the form of a loan for $4,687,000 and $2,221,000 in grant funds. Construction is expected to start
within the next fiscal year ending June 30, 2013. As of the date of the financial statements, the letter of conditions
with Rural Development has been signed and approval of the final engineering contract is pending review.

NOTE 13 - SUBSEOUENT EVENTS

The City has applied for funding in the form of a loan from Rural Development for a water system upgrade project
estimated to cost $4 million. Should funding be approved for the project, the City would start construction within the
next fiscal year ending June 30, 2013. As of the date of the financial statements, the application had not been
approved.
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CITY OF BELTON, SOUTH CAROLINA
NOTES TO REQUIRED SUPPLEMENTAL INFORMATION

JUNE 30, 2012

NOTE 1 - BUDGETS

The City prepares an annual budget on the General Fund, Special Revenue Funds, the Water Fund, and Wastewater
Fund. The City follows these procedures in establishing the budgetary data reflected in the financial statements:

1. At least forty days prior to July I, the City Administrator submits to the City Council a proposed operating
budget for the fiscal year beginning July 1. The operating budget includes proposed expenditures and the
means of financing them.

2. Two public hearings are conducted at City Hall to obtain taxpayer comments.
3. Prior to July I, the budget is legally enacted through passage of an ordinance.
4. The City Administrator is authorized to transfer budgeted amounts between departments within any fund;

however, the revisions that alter the total expenditures of any fund must be approved by the City Council.
5. The budget for the City is adopted on a basis consistent with generally accepted accounting principles

(GAAP).
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ASSETS
Cash and cash equivalents

Total assets

FUNDBALANCES
Restricted

Total fund balances

Schedule 3
CITY OF BELTON, SOUTHCAROLINA

COMBINING BALANCESHEET
NONMAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS
JUNE 30, ~012

Victims Total Nonmajor
Firemen's Compensation Governmental

Drug Fund Fund Fund Funds

$ 13,056 $ 5,398 $ 38,374 $ 56,828

$ 13,056 $ 5,398 $ 38,374 $ 56,828

$ 13,056 $ 5,398 $ 38,374 $ 56,828

$ 13,056 $ 5,398 $ 38,374 $ 56,828

The notes to the financial statements are an integral part of this statement.
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Schedule 4
CITY OF BELTON, SOUTH CAROLINA

COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

NONMAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Victims Total Nonmajor
Firemen's Compensation Governmental

Drug Fund Fund Fund Funds

REVENUES
Intergovernmental $ $ 5,074 $ $ 5,074
Fines and forfeitures 8,916 8,916
Investment earnings 21 11 64 96

Total revenues 21 5085 8980 14086

EXPENDITURES
Public safety 2496 4756 9622 16874

Total expenditures 2496 4756 9622 16874

Excess (deficiency) of revenues
over (under) expenditures (2,475) 329 (642) (2,788)

Fund balance - beginning 15,531 5069 39016 59616

Fund balance - ending $ 13,056 $ 5,398 $ 38374 $ 56,828

The notes to the financial statements are an integral part of this statement.
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Schedule 5
CITY OF BELTON, SOUTH CAROLINA

SCHEDULE OF MUNICIPAL COURT FINES,
ASSESSMENTS, AND SURCHARGES
FOR THE YEAR ENDED JUNE 30, 2012

Collected by Retained by Remitted to
Municipal City State
Court Treasurer Treasurer

Fines $ 58,485 $ 58,485 $ $

Assessments 59,714 53,048

Surcharges 20,238 17,812

Other surcharges 6889 6889
$ 1451326 $ 581485 ~ 771749 $

Allocated to
Victim's
Assistance

6,666

2,426

9,092

Expenditures:
Public Safety
Total expenditures

$ 9,622
$

Balance carried forward to July 1,2012 $ 38.374

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

37



303 E. CALHOUN STREET
POST OFFICE BOX 1406

ANDERSON, SC 29622-1406

-c>Argo :~~ciates,,,
Certified Public Accountants

TELEPHONE (864) 226-7202
FAX (864) 226-4631

EMAIL: admin@aq::ocpa.com
www.argocpa.com

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the City Council and Mayor
City of Belton, South Carolina

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of City of Belton, South Carolina, as of and for the year
ended June 30, 2012, which collectively comprise the City of Belton, South Carolina's basic financial statements
and have issued our report thereon dated March 19, 2013 . We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis.

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

Compliance and Other Matters

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

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

March 19,2013
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