




 

 
5

NORTH CHARLESTON SEWER DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

 
 
 

This narrative overview and analysis of the North Charleston Sewer District (hereinafter referred to as the 
Sewer District) Comprehensive Annual Financial Report (CAFR) is provided for readers of the financial 
statements for the fiscal year ended June 30, 2011.  This information is to be used in conjunction with the 
additional information furnished in the preceding letter of transmittal and with the financial statements that 
follow.   
 
Financial Highlights 
 
The CAFR includes all funds and accounts that are controlled by or are dependent on the North Charleston 
Sewer District.  There are no other political subdivisions or entities, which should be included in the reporting 
entity of the Sewer District. The North Charleston Sewer District is a stand-alone enterprise fund that provides 
wastewater treatment to its citizens. 
 

 The assets of the Sewer District exceeded its liabilities at the close of the most recent fiscal year by 
$103,019,198 (net assets).  Of this amount, $ 26,860,870 was reported as unrestricted net assets, 
which represents the amount available to be used to meet ongoing obligations to citizens and creditors. 

 The Sewer District’s total net assets increased by $544,934. 
 The Sewer District’s total debt decreased by $2,440,149 during the fiscal year ended June 30, 2011.  

 
Overview of the Financial Statements 
 
The North Charleston Sewer District’s basic financial statements include two components: 1) proprietary 
financial statements, and 2) notes to the financial statements.  This report also contains required 
supplementary information and additional supplementary information to the basic financial statements.  
 
Proprietary Fund Financial Statements 
 
There are two types of proprietary funds that are used to account for business-type activities: enterprise and 
internal service. Since the Sewer District provides services primarily to citizens it is considered to be an 
enterprise fund.   As a special purpose district that is solely accountable for its operations it is also considered 
a stand-alone enterprise fund and therefore the Sewer District financial statements are not included within 
another governmental unit’s financial statements.  As an enterprise fund the Sewer District imposes fees to the 
citizens to recover the costs of providing services (including capital costs).  The proprietary fund financial 
statements are prepared using the economic resources measurement focus and accrual basis of accounting.  
This method is similar to those used by most businesses and takes into account all revenues and expenses 
connected with the fiscal year, even if cash involved has not been received or paid.  The proprietary financial 
statements include three statements: 
 
The Balance Sheet presents all of the Sewer District’s assets and liabilities, with the difference between the 
two reported as “net assets”.  These assets and liabilities are designated as current or long-term.  Net assets 
are presented as amounts invested in capital assets (net of related debt), restricted for debt service, and the 
balance is reported as unrestricted. Over time, increases or decreases in the Sewer District’s net assets may 
serve as a useful indicator of whether the financial position is improving or deteriorating as well as an indicator 
of the Sewer District’s ability to meet future cost of mandated regulations.   
 
The Statement of Revenues, Expenses, and Changes in Fund Net Assets presents all of the Sewer District’s 
revenues and expenses.  Revenues and expenses are distinguished as operating and non-operating.   
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The Statement of Cash Flows presents all of the Sewer District’s cash inflows and outflows and summarizes 
them by (1) cash flows from operations, (2) noncapital financing activities, (3) capital and related financing 
activities, and (4) investing activities.  This statement also includes a reconciliation to the operating income 
presented in the Statement of Revenues, Expenses, and Changes in Fund Net Assets which assists in the 
analysis of the Sewer District’s ability to generate cash to meet future cash needs.  
 
The proprietary financial statements can be found on pages 10-14 of this report. 
 
Notes to the Financial Statements 
 
The notes provide additional information that is essential to a full understanding of the data provided in the 
proprietary financial statements.  The notes to the financial statements can be found on pages 15-30 of this 
report.   
 
Other Information 
 
In addition to the basic financial statements and the accompanying notes, this report also presents required 
supplementary information and certain other supplementary information showing comparative budgetary and 
historical information.  The Sewer District adopts an annual budget for the sewer fund and capital 
improvements.  
 
Financial Analysis of the Government’s Funds 
 
The Sewer District is increasing unrestricted net assets for current and future large capital expenses that will 
be used to meet permit requirements. Unrestricted net assets of the Sewer District at the end of year equaled 
$26,860,870.  The total growth in net assets was $544,934.  Key factors increasing the net assets were: 
 

 Major capital Assets (infrastructure and equipment) that were constructed and purchased. 
 Continued funding of the rate stabilization account. 
 Connection Permits are allocated for future infrastructure additions and improvements.  

 
North Charleston Sewer District’s Net Assets 

 
 

                2011 2010 
Current, Restricted  and Non-Current Assets 32,914,852 31,063,772 
Capital Assets (net of accumulated depreciation)       98,514,605     102,369,079* 
     Total Assets     131,429,457     133,432,857 
Long-term liabilities outstanding 23,270,543 25,852,309 
Other liabilities   5,139,716   5,106,278 
     Total Liabilities 28,410,259 30,958,587 
Net Assets   
Invested in capital assets, net of related debt 72,979,022 74,393,348 
Restricted   3,179,306   3,005,973 
Unrestricted 26,860,870 25,074,943 
     Total net assets     103,019,198     102,474,264 

*Restated for prior period adjustment. See Note IIIC 
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The following items also had a significant impact in the net asset change: 

 Sewer service revenues were $285,565 greater than the previous year due to a rate increase that was 
adopted for fiscal year 2011 and additional penalties assessed.   

 Permit revenues decreased $266,869 over the previous year. 
 Interest income was $90,103 less than fiscal year 2010 as reduced funds were available to invest and 

interest rates remained low. 
 Operational expenses increased $282,348 due to increases in benefits, utilities, fuel and maintenance. 

Compared to fiscal year 2010, the Administrative division had a 0.1 % increase; the Plant division had 
a 4.9% increase; and the Systems division had a 1.4% increase.   

 Depreciation expenses increased $72,751 during fiscal year 2011 as more assets were added. 
 Non-Operating expenses increased 1.8%, due to a loss on a force main that deteriorated sooner than 

projected.  
 Capital Contributions for 2011 included one small capital contribution from a wholesale customer. 

 
North Charleston Sewer District’s Changes in Net Assets 

 
                2011 2010 
Operating Revenues   

Sewer Service Charges 21,859,275 21,573,710 
Sewer Permit and Origin Fees 761,856 1,028,725 
Late Fees 337,279 334,582 
Miscellaneous Revenues 69,508 76,365 

Non-Operating Revenues   
Interest on Investments 136,463 226,566 
Gain on Disposal of Assets 0 0 
Total Revenues 23,164,381 23,239,948 

Operating Expenses   
Administrative 3,100,584 3,108,501 
Plant Operations 4,737,361 4,515,427 
Systems Operations 4,901,382 4,833,051 
Depreciation 8,169,163 8,096,412 

Non-Operating Expenses   
Interest Expense 1,516,481 1,676,817 
Amortization of Deferred Bond Issue Costs 58,502 58,502 
Loss on Disposal of Assets 145,896 47,820 
Total Expenses 22,629,369 22,336,530 

Excess Before Capital Contributions 535,012 903,418 
Capital Contributions 9,922 1,769 
Increase in Net Assets 544,934 905,187 
Net Assets-Beginning of Year* 

     *102,474,264 
     

101,237,695 
Net Assets-End of Year 103,019,198 102,142,882 

  *Prior Period adjustment see note IIIC. 
 
 
 

Capital Assets  
 
The District’s property, plant, and equipment as of June 30, 2011, totaled $98,514,605 net of accumulated 
depreciation of $108,081,873.  Additions during 2011 totaled $4,467,277 with reductions of $1,992,908. This 
investment in capital assets includes land, buildings, infrastructure, treatment and transportation machinery 
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and equipment, office equipment, and vehicles. All capital assets are recorded at cost.  Assets having a cost of 
$1,000 (software $5,000) or less and a life of 2 years or less are recorded as expenses.  The assets that are 
expensed are tagged and subjected to all asset internal controls.  Depreciation is calculated by using the 
straight-line method over the equipment’s and infrastructures’ estimated useful life.    Depending on the 
specific assets, useful life ranges from three to fifty years.   Additional information on the Sewer District’s 
capital assets can be found in the note IIIB on page 22 of this report.   
 
Major capital asset improvements during the current fiscal year included the following: 
 

 Replacement of the structural support for 54” line at Orvid Street.  
 Gravity trunk-line inspections were completed. 
 Rehabilitation of various pumps and other transportation equipment throughout the Sewer District. 
 Replacement of incinerator grating was completed. 
 Rehabilitation of the plant centrifuge #1. 
 Completion of sewer line rehabilitation in the following areas: Ashley Heights., Russelldale, Cameron 

Terrace, and Park Circle. 
 GIS hardware and software added for Engineering and work crews.  

 
North Charleston Sewer District Capital Assets 

(Net of Depreciation) 
 

                2011 2010 Change ($)  
Land 2,086,045 *2,086,045 0 
Automotive 162,214 212,692 (50,478) 
Buildings 7,153,382 *7,967,648 (814,266) 
Plant Machinery & Equipment 28,352,792 30,251,943 (1,899,151) 
Office Furniture 64,786 72,042 (7,256) 
Other Sewer Equipment 5,160,849 5,194,814 (33,965) 
Sewer Systems 51,902,469 55,149,972 (3,247,503) 
Construction in Process 3,632,068 1,433,923 2,198,145 
Total 98,514,605 *102,369,079 (3,854,474) 

*Restate for prior period adjustment. See Note IIIC 
 
Debt Administration 
 

At June 30, 2011, the District had a number of revenue bond debt issues outstanding.  These issues, net of 
applicable unamortized discount and premium, totaled $25,535,582.   

The Sewer District issued no new debt during fiscal year 2011.  In 2010 Moody’s reevaluated the Sewer 
District revenue bond reaffirming an Aa3 rating and in 2009 Standard & Poor’s assigned an AA+ rating to the 
revenue bonds.  
The Sewer District is authorized to issue General Obligation Bonds under the applicable debt limitation 
provisions of Article X of the South Carolina Constitution.  The Sewer District may incur general obligation debt 
with the authorization of a majority vote of the qualified electors by referendum without limitation as to the 
amount, or the Sewer District may incur general obligation debt without an election in an amount not exceeding 
8% of the assessed value of all taxable property therein. As of the 2010 tax year, the total assessed value of 
property in the Sewer District was $446,515,082 and 8% of such amount is $35,721,207. Currently the Sewer 
District has no outstanding general obligation debt.  Additional information on the Sewer District’s debt service 
can be found in the note IIIE on pages 23-25 of this report.   
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Economic Factors and Next Year’s Budget and Rates 
 
The overall financial condition of the Sewer District is stable as indicated by the increase in net assets over the 
past year.  The 2009-2010 dramatic economic downturn in the local economy affected all local businesses and 
industries which in turn continued to affect the District’s revenues throughout fiscal year 2011.   The following 
factors were considered in preparing the Sewer District’s budget for the 2012 fiscal year: 
 

 Connection fees revenues are expected to remain low due to slow housing starts. 
 Interest rates are projected to stay low. 
 Revenue will be stable. 
 Operations & Maintenance costs will rise due to cost increases experienced in benefits, utilities, fuel 

and safety. 
 Depreciation expense will increase at a slower pace since depreciation for long-term projects coming 

on-line will more closely match assets that will become fully depreciated. 
 

The budget for fiscal year 2012 continues to support the implementation of the TMDL based permit by funding 
the operational testing. The Sewer District’s long range planning outlines that it will fund assets with estimated 
lives of 10 years or less  with pay-as-we-go funding (funds on hand or current revenues).  The planning also 
outlines that it will fund assets with estimated lives greater than 10 year lives with long term debt or pay-as-we-
go funding.  In accordance with this planning, the Sewer District has appropriated $5,123,160 of the 
unrestricted net assets for 2012 fiscal year capital improvements costs associated with trunk line 
rehabilitations, gravity line rehabilitations, vehicles, office equipment and pump station rehabilitations and will 
use $2,670,325 of bond funds for major trunk line rehabilitations and plant equipment replacement. 
 
The Sewer District plans to issue bonds during 2012; it has been over 10 years since the last bonds were 
issued. 
 
The Sewer District’s volume rates for fiscal year 2012 increased 6% to support the operational costs, the loss 
of interest income, reduction in billable volume, and the loss of revenue from the wholesale contract 
termination.   
 
Requests for Information 
 
This financial report is designed to provide a general overview of the Sewer District’s finances for all those with 
an interest in the Sewer District’s finances.  Questions concerning any of the information provided in this report 
or requests for additional financial information should be addressed to the North Charleston Sewer District, 
Office of the Finance Director, PO. Box 63009, North Charleston, South Carolina 29419.  



 NORTH CHARLESTON SEWER DISTRICT 
 BALANCE SHEET 
 June 30, 2011 

Exhibit 1 
Page 1 of 2 

 
 
ASSETS   
  
CURRENT ASSETS  
 Cash and cash equivalents $     16,083,045 
 Investments and accrued interest          9,642,780 
 Accounts receivable, less allowance of $284,232          3,275,384 
 Due from other accounts               42,973 
 Inventories of materials and supplies             528,190 
 Prepaid expenses             243,639 
 Restricted assets: 
  Cash and cash equivalents, including amounts in hands 
      of paying agent for bonds and interest coupons due 

 
 
         2,850,999 

Total Current Assets        32,667,010  
  
NONCURRENT ASSETS  
 Capital assets, less accumulated depreciation        98,514,605 

Net Capital Assets        98,514,605   
  
 Other assets  
  Deferred bond issuance costs, net of amortization             247,842 

Total Other Assets             247,842 
 

Total Noncurrent Assets        98,762,447 
 

Total Assets $   131,429,457 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 See accompanying notes to financial statements. 
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Exhibit 1 

Page 2 of 2 
 
 
LIABILITIES AND NET ASSETS  
  
LIABILITIES 
 CURRENT LIABILITIES  

 

  Current portion of bonds payable $       2,600,174 
  Accounts payable          1,071,623 
  Accrued interest                                    534,365 
  Accrued salaries             185,429 
  Accrued expenses                          165,796 
  Compensated absences               65,758 
  Deferred revenue             340,621 
  Liabilities payable from restricted assets: 
   Accrued interest 

 
            175,950 

Total Current Liabilities          5,139,716 
  
       LONG-TERM LIABILITIES  
  Bonds payable (net of current portion)        22,935,408 
  Compensated absences             335,135 

Total Long-Term Liabilities        23,270,543 
Total Liabilities        28,410,259 

 
NET ASSETS 

 

 Invested in capital assets, net of related debt        72,979,022 
 Restricted for debt service          3,179,306 
 Unrestricted         26,860,870 

Total Net Assets      103,019,198 
 

Total Liabilities and Net Assets $   131,429,457 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes to financial statements. 
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  NORTH CHARLESTON SEWER DISTRICT 
 STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS 
 Year Ended June 30, 2011 
 

Exhibit 2 
 
 

 
OPERATING REVENUES  
 Sewer service charges $      21,859,275 
 Sewer permit and origin fees              761,856 
 Late fees              337,279 
 Miscellaneous revenues                69,508 

Total Operating Revenues         23,027,918 
  
OPERATING EXPENSES  
 Administrative           3,100,584 
 Plant operations           4,737,361 
 System operations           4,901,382 
 Depreciation           8,169,163 

Total Operating Expenses         20,908,490 
  

Net Operating Income           2,119,428 
  
  
NON-OPERATING REVENUES (EXPENSES)  
 Interest on investments              136,463 
 Interest expense          (1,516,481) 
 Amortization of deferred bond issuance costs               (58,502) 
       Loss on disposal of assets             (145,896) 

Total Non-Operating Revenues (Expenses)          (1,584,416) 
 

Income Before Capital Contributions              535,012 
CAPITAL CONTRIBUTIONS  
 Capital contributions received                  9,922 

                 9,922 
 

Increase In Net Assets              544,934 
TOTAL NET ASSETS, beginning of year (as restated)       102,474,264 
 
TOTAL NET ASSETS, end of year 

 
$    103,019,198 

 
 
 
 
 
 
 
 
 
 
 
 
 See accompanying notes to financial statements. 
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 NORTH CHARLESTON SEWER DISTRICT 
 STATEMENT OF CASH FLOWS 
 Year Ended June 30, 2011 

Exhibit 3 
Page 1 of 2 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES:   
 Collections from customers $   22,706,095  
 Cash paid to employees for services       (7,481,433)  
 Cash paid to suppliers for goods and services       (5,420,383)  
 Other operating revenues             69,508  
 
Net Cash Provided By Operating Activities 

 
       9,873,787 

 

 
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES: 

  

 Bond principal payments       (2,536,000)  
 Bond interest payments       (1,501,255)  
 Acquisition and construction of capital assets       (4,260,485)  
 Proceeds from the sale of capital assets               6,692  
 
Net Cash Used For Capital And Related Financing Activities 

     
     (8,291,048)     

 

 
CASH FLOWS FROM INVESTING ACTIVITIES: 

  

 Advances to North Charleston District              (9,311)  
 Repayments of advances by North Charleston District             11,898  
 Purchases of investment securities     (18,704,852)  
 Proceeds from sales and maturities of investments      21,702,313  
 Interest earned on investments           140,154  
 
Net Cash Provided By Investing Activities 

 
       3,140,202 

 

   
NET INCREASE IN CASH AND CASH EQUIVALENTS        4 722,941  
CASH AND CASH EQUIVALENTS,  beginning of year      14,211,103  
 
CASH AND CASH EQUIVALENTS,  end of year 

 
$   18,934,044 

 

 
 
 
 
RECONCILIATION OF CASH AND CASH EQUIVALENTS TO THE BALANCE SHEET: 
 
 Beginning 

of Year 
End 

of Year 
 
Unrestricted cash and cash equivalents 

 
$ 11,424,739 

 
$ 16,083,045 

Restricted cash and cash equivalents      2,786,364      2,850,999 
 
 

 
$ 14,211,103 

 
$ 18,934,044 

 
 
 
 
 See accompanying notes to financial statements. 
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 NORTH CHARLESTON SEWER DISTRICT 
 STATEMENT OF CASH FLOWS 
 Year Ended June 30, 2011 

Exhibit 3 
Page 2 of 2 

 
RECONCILIATION OF OPERATING INCOME TO 
   CASH PROVIDED BY OPERATING ACTIVITIES: 

  

   
 Operating Income  $     2,119,428 
   
 Adjustments To Reconcile Operating Income To 
    Net Cash Provided By Operating Activities: 

  

   
  Depreciation         8,169,163 
  Provision for bad debts            227,561 
  Changes in assets and liabilities: 
   (Increase) decrease in: 
    Accounts receivable 

  
 
         (411,046) 

    Other accounts receivable              26,252 
    Inventory             (37,335) 
    Prepaid expenses              14,110 
   Increase (decrease) in: 
    Accounts payable 

 
 

 
         (204,457) 

    Accrued expenses and compensated absences              55,271 
    Deferred revenues             (85,160) 
 

Total Adjustments 
  

       7,754,359 
   
Net Cash Provided By Operating Activities  $     9,873,787 
   
   
 
 
NONCASH INVESTING, CAPITAL AND RELATED FINANCING ACTIVITIES: 
 
 Amortization of losses on defeasance of bonds 

  
 
 
 
$        138,393 

 Amortization of bond discount              17,477 
 Amortization of bond issuance costs              58,502 
 Amortization of bond premium paid             (60,019) 
   
   
 
 
 
 
 
 
 
 
 
 
 
 
 
 See accompanying notes to financial statements. 
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NORTH CHARLESTON SEWER DISTRICT 
 NOTES TO FINANCIAL STATEMENTS 
 June 30, 2011 
 
 
I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Introduction 
 

The financial statements of the North Charleston Sewer District (hereinafter referred to as the 
Sewer District) have been prepared in conformity with Generally Accepted Accounting Principles 
(GAAP), as applied to local government entities.  The Governmental Accounting Standards Board 
(GASB) is the standard-setting body for governmental accounting and financial reporting.  The 
Sewer District applies all relevant GASB pronouncements. 
 
The accounting and reporting framework and the more significant accounting principles and 
practices are discussed in subsequent sections of this Note.  The remainder of the Notes is 
organized to provide explanations, including required disclosures, of the Sewer District’s financial 
activities for the fiscal year ended June 30, 2011. 
 

B. Financial Reporting Entity 
 

The North Charleston Sewer District was created August 4, 1972 under the provisions of Act 
1768.  The Sewer District operates under a Commission-Manager form of government and 
provides for the collection, treatment and disposal of sewage and industrial effluent within 
portions of Charleston, Berkeley and Dorchester counties.  The Sewer District extends credit to 
its customers in the Sewer District for services provided on a monthly basis. 

 
The nine member Commission is appointed by the Governor of South Carolina for a two year 
term or until their replacement is appointed and qualified.  New officers were elected in July 2011.  
As of June 30, 2011 the Commission consisted of the following members: 
 

 
Mary R. Miller, Chairman    
Gary C. McJunkin, First Vice Chair 
Clifford E. Johnson, Second Vice Chair 
Karen M. Hollinshead, Secretary 
Melinda Chambers, Commissioner  
William Fuller, Commissioner  
George Gomes, Commissioner 
Eugene W. Myers, Commissioner 
Sylderrial T. Pryor, Commissioner 

 
 

The Sewer District is managed by Jimmy L. Green. 
 
 

The Sewer District follows the standards promulgated by GASB Statement No. 14, The Financial 
Reporting Entity, and GASB Statement No. 39, Determining Whether Certain Organizations are 
Component Units, to define the reporting entity.  The financial statements include all operations 
over which the Sewer District is financially accountable.  The Sewer District is not a participant in 
any joint venture and has not identified any entities which would be component units of the Sewer 
District. 
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 NORTH CHARLESTON SEWER DISTRICT 
 NOTES TO FINANCIAL STATEMENTS 
 Continued 
 
 
I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
C. Fund Financial Statements 
 

For governmental accounting purposes the Sewer District constitutes a single proprietary fund 
type known as an enterprise fund.  Fund financial statements include the balance sheet, the 
statement of revenues, expenses and changes in fund net assets, and the statement of cash 
flows. 

 
Proprietary funds are accounted for using the economic resources measurement focus; the 
accounting objectives are determination of net income, financial position, and cash flows.  All 
assets and liabilities associated with a proprietary fund’s activities are included on its balance 
sheet. Proprietary fund equity is segregated into capital assets net of related debt, net assets 
restricted for debt service, and unrestricted net assets. 

 
The Enterprise Fund is used to account for operations that are financed and operated in a 
manner similar to private business enterprises - where the costs (expenses, including 
depreciation) of providing sewer services to the general public on a continuing basis are financed 
primarily through user charges. 

 
D. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
 

The Sewer District utilizes the accrual basis of accounting.  Under this method revenues are 
recorded when earned and expenses are recorded at the time liabilities are incurred. 
 
Proprietary funds distinguish operating revenues and expenses from nonoperating items.  
Operating revenues and expenses generally result from providing services and producing and 
delivering goods in connection with a proprietary fund’s principal ongoing operations.  Principal 
operating revenues for proprietary funds are charges to customers for sales or services.  Principal 
operating expenses are the costs of providing goods or services and include administrative 
expenses and depreciation of capital assets.  Other revenues and expenses are classified as 
nonoperating in the financial statements. 
 
When both restricted and unrestricted resources are available for use, it is the Sewer District’s 
policy to use restricted resources first, then unrestricted resources as needed. 
 
The Sewer District reports the following major enterprise fund: 
 
The Sewer Fund is the only fund of the District.  This fund is used to account for the operating 
activities of the Sewer District’s utilities services. 

 
E. Assets, Liabilities and Fund Net Assets 
 

Cash and Investments 
 

The Sewer District considers cash on hand, demand deposits, and short-term highly liquid 
investments with an original maturity of three months or less when purchased to be cash and 
cash equivalents. 
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 NORTH CHARLESTON SEWER DISTRICT 
 NOTES TO FINANCIAL STATEMENTS 
 Continued 
 
I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Investments are stated at cost or amortized cost, which approximates fair value.  Non-
participating  interest-earning investment contracts, such as bank certificates of deposit whose 
terms are not affected by changes in market rates, are stated at cost.  Money market investments 
and participating interest-earning investment contracts that have a remaining maturity at the time 
of purchase of one year or less are stated at amortized cost, provided the fair value of those 
investments is not significantly affected by the impairment of the credit standing of the issuer or 
by other factors. Money market investments are short-term, highly liquid debt instruments 
including U.S. Treasury and agency obligations and general obligations of the State of South 
Carolina or any of its political units. Carrying values include accrued interest.  Generally, 
investments include certificates of deposit and U.S. Government backed securities with maturities 
of less than one year, but longer maturities are utilized when rates are more favorable. Cash 
deposits are reported at the carrying value, which reasonably approximates fair value. 
 
Investments with fair values lower than cost at June 30, 2011 are stated at cost in the financial 
statements because the declines in fair value are considered to be temporary. 

 
Concentration of Credit Risk and Accounts Receivable 

 
The Sewer District provides credit in the normal course of operations to its customers within the 
North Charleston Sewer District boundaries. The Sewer District provides an allowance for 
doubtful accounts equal to management’s estimate of losses that will be incurred in collection of 
all receivables based on historical trends and other information. It generally requires no collateral 
from its customers.  However, a nonrefundable fee is collected in advance upon initial service to 
its customers.  Credit losses, when realized, have been within the range of the Sewer District’s 
expectations and, historically, have not been significant.  The allowance for doubtful accounts 
netted with accounts receivable was $284,232 as of June 30, 2011.   

 
Inventory of Materials and Supplies 

 
The inventory of materials and supplies is valued at the lower of cost or market, using the 
moving-average method.  The cost of inventories is recorded as an expense when consumed 
rather than when purchased. 

 
Capital Assets and Depreciation 

 
The Sewer District’s property, plant, and equipment with useful lives of more than one year are 
stated at historical cost and comprehensively reported in the basic financial statements.  Donated 
assets are stated at fair value on the date donated.  The Sewer District generally capitalizes 
assets with cost of $1,000 or more as purchases occur.  The costs of normal maintenance and 
repairs that do not add to the asset value or materially extend useful lives are not capitalized.  
Capital assets are depreciated using the straight-line method.  When capital assets are disposed, 
the cost and applicable accumulated depreciation are removed from the respective accounts, and 
the resulting gain or loss is recorded in operations.  Estimated useful lives for depreciable assets 
range as follows: 

Property Class Years 
 
Sewerage system 

 
5 – 50 

Buildings 4 – 50 
Plant and related machinery and equipment 3 – 35 
Vehicles and related equipment 3 – 15 
Other equipment and furniture 3 – 20 
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 NORTH CHARLESTON SEWER DISTRICT 
 NOTES TO FINANCIAL STATEMENTS 
 Continued 
 
 
I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
 
Interest Capitalization 

 
In some situations, interest costs are capitalized as a part of the historical cost of acquiring 
certain assets.  To qualify for interest capitalization, assets must require a period of time before 
they are ready for their intended purpose.  When applicable, interest earned on proceeds of tax-
exempt borrowing arrangements restricted to the acquisition of qualifying assets is offset against 
interest costs in determining the amount to be capitalized.  Interest is not capitalized on assets 
acquired or constructed with gifts and grants (contributed capital) that are restricted by the donor 
or grantor to acquisition of those assets to the extent that funds are available from such grants 
and gifts.  No interest was capitalized during the year ended June 30, 2011. 
 
 
Deferred Debt Expense and Bond Discount/Premium 

 
Bond issuance costs, bond discounts and premiums, and the difference between the 
reacquisition price and the net carrying value of proprietary refunded debt are capitalized and 
amortized over the terms of the respective bonds using methods which approximate the effective 
interest method. 

 
 

Compensated Absences 
 

The Sewer District allows employees to accumulate earned vacation benefits in varying amounts 
to specified maximums depending on tenure with the Sewer District.  Upon proper notification of 
termination of employment, an employee will be paid for accrued vacation days.  As of June 30, 
2011 a liability of $400,893 has been recorded for unused vacation.  Specific years for payment 
of compensated absences classified as long-term liabilities are not determinable. 

 
 

Restricted Assets and Restricted Net Assets 
 

Some assets designated for debt service have been restricted due to requirements placed upon 
the Sewer District by bond issues.  These assets can be used only in a manner consistent with 
the requirements of these bond agreements.  Other debt service funds are not shown as 
restricted since the bond covenants are not as restrictive regarding specific funding requirements.  
Amounts that should be accumulated in restricted assets including any excess cash and 
investments accumulated are reported as restricted net assets. 

 
Restrictions of net assets show amounts that are not appropriate for expenditure or amounts 
legally restricted for specific uses.  The purpose of the net assets restriction is for future debt 
service requirements as previously mentioned. 

 
 

Use of Estimates 
 

The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported 
amounts and disclosures.  Actual results could differ from those estimates. 
 
 
 18 



 NORTH CHARLESTON SEWER DISTRICT 
 NOTES TO FINANCIAL STATEMENTS 
 Continued 
 
 
II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 
 
A. Budgetary Data 
 

Each year the Sewer District adopts an annual budget for the Enterprise Fund on a basis 
consistent with GAAP.  During April/May of each year, the Sewer District manager and staff 
submit a tentative budget to the Commissioners for approval.  Prior to July 1, the Commissioners 
approve the annual budget. All significant revisions must be approved by the Board of 
Commissioners.  The budget, as reported in the supplementary information of the financial 
statements, is as originally passed and subsequently amended.  An encumbrance policy is in 
effect, primarily to facilitate the capital budget process, whereby construction and other 
commitments unspent in the original period budgeted are reappropriated and honored during the 
subsequent year. 

 
III. DETAILED NOTES 
 
A. Deposits and Investments 
 
 Deposits 
 

Deposits consist of demand deposits maintained with various financial institutions.  The Sewer 
District held $9,642,780 in certificates of deposit at various banks at June 30, 2011, which are 
classified as investments on the balance sheet.  However, they are considered cash and cash 
equivalents for collateralization purposes. 
 
Custodial Credit Risk – Deposits 
 
Custodial credit risk is the risk that in the event of a bank failure, the Sewer District’s deposits 
may not be returned to it.  In accordance with Sewer District’s policy, deposits and certificates of 
deposits are typically covered by federal depository insurance (FDIC) or by collateral pledged by 
the financial institutions in which they are being held.  As of June 30, 2011, none of the Sewer 
District’s total bank balance of $21,540,033 was exposed to custodial credit risk as a result of it 
being uninsured and uncollateralized by the bank in which it was being held. 
 

 Investments 
 

Sewer District investments are in accordance with South Carolina Code of Laws Section 6-5-10. 
 

 These state statutes authorize investments in the following: 
 

1. Obligations of the United States and agencies thereof; 
2. General obligations of the State of South Carolina or any of its political units; 
3. Savings and loan association deposits to the extent insured by the Federal Deposit 

Insurance Corporation; 
4. Certificates of deposit and repurchase agreements collateralized by securities of the type 

described in (1) and (2) above held by a third party as escrow agent or custodian, of a 
market value not less than the amount of certificates of deposit and repurchase 
agreements so secured, including interest; and 

5. No load open and closed-end portfolios of certain investment companies with issues of 
the U.S. Government. 

 6. South Carolina Local Government Investment Pool 
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  NORTH CHARLESTON SEWER DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

 Continued 
 
 
III. DETAILED NOTES (Continued) 

 
The South Carolina Local Government Investment Pool (the Pool) is duly chartered and 
administered by the State Treasurer’s Office.  The Pool is a 2a7-like pool that was created by 
state legislation, which restricts the types of securities the Pool can purchase.  Funds deposited 
into the South Carolina Local Government Investment Pool by legally qualified entities are used 
to purchase investment securities as follows: 
 
a. U.S. Government Securities (direct obligations) 
b. Federal Agency Securities 
c. Repurchase Agreements secured by US. Government Securities and/or 
 Federal Agency Securities 
d. A1/P1 Commercial Paper (Moody’s/S&P highest rating) 
 
 
These securities are delivered to a third party financial institution for safekeeping in the name of 
the South Carolina State Treasurer for the purpose of having the Pool classified risk category “A” 
of GASB #3.  Funds belonging to any entity that are on deposit with the Pool represent 
participation units in a portfolio comprised of the above referenced securities. 
 
It is the policy of the State Treasurer’s Office that no derivatives of U.S. Government Securities, 
Federal Agency Securities, or A1/P1 Commercial Paper be purchased by or for the South 
Carolina Local Government Investment Pool.  It is also the policy of the State Treasurer’s Office 
that the weighted average maturity of the Pool portfolio not exceed 60 days. 
 
The Pool is an external investment pool.  In accordance with Governmental Accounting 
Standards Board (“GASB”) Statement No. 31, Accounting and Financial Reporting for Certain 
Investments and for External Investment Pools, investments are carried at fair value determined 
annually based upon quoted market prices.  The total fair value of the Pool is apportioned to the 
entities with funds invested on an equal basis for each share owned, which are acquired at a cost 
of $1.00.  The fair value of the District’s position in the Pool is the same as the value of its Pool 
shares. 
 
At June 30, 2011, Sewer District’s investments included funds invested in the South Carolina 
Local Government Investment Pool, which totaled $7,269,244.  These investments are 
specifically excluded from the categorization described above since the Sewer District has not 
issued securities, but rather it owns an undivided beneficial interest in the assets of the South 
Carolina Local Government Investment Pool.  
 
The Sewer District has no regulatory oversight for the Pool, which is governed and administered 
by the South Carolina Office of the State Treasurer.  The Pool is audited annually by the State 
Auditor’s Office. 
 
Interest Rate Risk 
 
As a means of limiting its exposure to interest rate risk, the South Carolina Local Government 
Investment Pool diversifies its investments by security type and institution. 
 
In accordance with its investment policy the Sewer District manages its exposure to declining 
interest rates by investing primarily in short-term securities. 
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  NORTH CHARLESTON SEWER DISTRICT 
 NOTES TO FINANCIAL STATEMENTS 
 Continued 
 
 
III.   DETAILED NOTES (Continued) 
 
 

As of June 30, 2011, the Sewer District had the following investments: 
 
 
Investments Maturities Fair Value Percentage 
 
 

   

Federated Treasury Obligations ≤.50 month average $          22,097             .3% 
SC Local Gov’t Investment Pool 2.0 month average        7,269,244         99.7% 
 

Total
 
$     7,291,341 

 
      100.0% 

 
 
  

Credit Risk 
 
State laws limit the type of investments as stated above.  As of June 30, 2011 the Sewer District’s 
investments were invested in U.S. government securities, U.S. agencies, and the SC Local 
Government Investment Pool.  The SC Local Government Invest Pool investments are limited by 
state statue.  No rating for the investment pool is available as it is unrated. 
 
 
Concentration of Credit Risk 

 
The Sewer District places no limit on the amount that it may invest in any one issuer.  More than 
five percent of the District’s investments are in the SC Local Government Investment Pool as 
summarized earlier in this disclosure. 
 
 
Custodial Credit Risk - Investments 
 

     This type of risk defines whether the District will be able to recover the value of an investment or 
collateral security that is the possession of an outside party in the event of the failure of the 
counterparty to the transaction.  The policies of the Sewer District and certain bond covenants 
require deposits and investments to be either fully insured or collateralized by obligations of 
Federal and State governmental units.  Also, declines in fair value are considered to be 
temporary; therefore, no valuation allowance has been established for marketable securities.  As 
of June 30, 2011, the District was not exposed to any custodial credit risk for its investments. 

 
 

Note: While cash equivalents are classified on the balance sheet as cash and cash equivalents, 
some are considered investments for collateralization purposes.  
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  NORTH CHARLESTON SEWER DISTRICT 
 NOTES TO FINANCIAL STATEMENTS 
 Continued 
 
III.   DETAILED NOTES (Continued) 

Summary 
 

Investments treated as deposits for collateralization purposes 
Cash and cash equivalents subject to investment 
    collateralization treatment 
Cash and cash equivalents treated as deposits for 
    collateralization purposes 

$     9,642,780 
      
            22,097 
 
     18,911,947 

Total deposits and investments $   28,576,824 
  
Reflected on balance sheet as:  
      Cash and cash equivalents – unrestricted $   16,083,045 
      Investments and accrued interest – unrestricted        9,642,780 
      Cash and cash equivalents – restricted        2,850,999 

Total cash, cash equivalents and investments $   28,576,824 
 
B. Capital Assets 
 
 Changes in Capital Assets 
 

The following is a summary of the changes in capital assets for the fiscal year: 
 

 Balance 
June 30, 2010 

 
Additions 

 
Reductions 

Balance 
June 30, 2011 

Capital assets, not being depreciated:     
   Land $    2,086,045* $            - $             - $     2,086,045 
   Construction in progress       1,433,923      3,153,923         (955,778)        3,632,068 
Total capital assets not being depreciated       3,519,968      3,153,923         (955,778)        5,718,113 
 
Capital assets, being depreciated: 

    

   Sewer system   114,173,786         678,529         (212,437)    114,639,878 
   Buildings     27,736,184*           26,150         (153,326)      27,609,008 
   Plant, machinery, and equipment     43,774,789         705,599      (1,326,919)      43,153,469 
   Vehicles and related equipment       1,684,185           31,929           (16,067)        1,700,047 
   Office furnishings       1,016,463           27,614         (224,608)           819,469 
   Other sewer equipment     12,216,734         799,311           (59,551)      12,956,494 
Total capital assets being depreciated   200,602,141      2,269,132      (1,992,908)    200,878,365 
 
Less accumulated depreciation for: 

    

   Sewer system     59,023,814      3,807,595            94,000      62,737,409 
   Buildings     19,768,536         826,521          139,431      20,455,626 
   Plant, machinery, and equipment     13,522,846      2,604,750       1,326,919      14,800,677 
   Vehicles and related equipment       1,471,493           82,407            16,067        1,537,833 
   Office furnishings          944,421           34,870          224,608           754,683 
   Other sewer equipment       7,021,920         813,020            39,295        7,795,645 

Total accumulated depreciation   101,753,030      8,169,163       1,840,320    108,081,873 
 
Total capital assets being depreciated, net 

 
    98,849,111 

 
    (5,900,031) 

 
        (152,588) 

 
     92,796,492 

     
Total capital assets, net $102,369,079* $  (2,746,108) $   (1,108,366) $   98,514,605 

     
*  As restated 
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  NORTH CHARLESTON SEWER DISTRICT 
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III.   DETAILED NOTES (Continued) 
 
C. Prior Period Adjustment 
 
 During the year it was discovered that real estate and building improvements had been received at 

no cost from the North Charleston District in December 2006, which had never been added to the 
books of the Sewer District.  Because of this discovery, the Sewer District added these capital 
assets to its books at their estimated fair market value of $331,382.  As a result, both capital assets 
and net assets invested in capital assets, net of related debt were understated in previously issued 
financial statements.  Therefore, the June 30, 2010 balances have been restated as follows: 

  
 As Originally 

Reported 
June 30, 2010 

 
As Restated 

June 30, 2010 
Balance Sheet:   
 Capital assets, less accumulated depreciation $  102,037,697 $  102,369,079 
 Net assets invested in capital assets, net of 
    related debt 

 
$    74,061,966 

 
$    74,393,348 

 
 Total net assets 

 
$  102,142,882 

 
$  102,474,264 

 
D. Due from Other Accounts 
 
 The balance at June 30, 2011 consists of amounts due from: 
 

Other local governments   $          29,101  
Vendors and others               13,872  

     
Total   $          42,973  

 
E. Long-Term Liabilities 
 

Long-term liability activity for the year ended June 30, 2011 was as follows: 
  

Balance 
June 30, 2010 

 
 

Additions 

 
 

Reductions 

 
Balance 

June 30, 2011 

Amounts 
Due Within 
One Year 

Revenue Bonds:      
   Issued February 15, 
     1992 

 
$     8,002,615 

 
$     - 

 
$ (2,500,254)

 
$   5,502,361 

 
$  2,675,000 

   Issued February 25, 
     1999 

 
       3,720,356 

  
       - 

 
        (18,269)

 
     3,702,087 

 
         22,000 

   Issued April 5, 2002      17,460,862        -         (60,019)    17,400,843             - 
      29,183,833        -    (2,578,542)    26,605,291     2,697,000 
Less deferred amounts 
  on refundings/issue 
  costs 

    
 
      (1,208,102)

 
 
       - 

 
  
       138,393 

    
 
    (1,069,709) 

 
    
        (96,826) 

Total bonds payable      27,975,731        -    (2,440,149)    25,535,582     2,600,174 
      
Compensated absences           380,667    49,326         (29,100)         400,893          65,758 
      
Total long-term liabilities $   28,356,398 $ 49,326 $ (2,469,249) $ 25,936,475 $  2,665,932 
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III.   DETAILED NOTES (Continued) 
 
 Bonds Payable 
  
 Bonds Payable consists of the following issued at June 30, 2011: 
 
   
Revenue Bonds: 
 

                  

      Issued February 15, 1992, net of discount of 
 $17,638 payable in annual installments ranging 
 from $1,515,000 to $2,845,000 plus interest varying 
 from 6.0% to 6.375% through 2012.  Original amount 
 issued - $54,435,000. 

  
 
 
 
$   5,502,361 

   
      Issued February 25, 1999, net of discount of  
 $20,913 payable in annual installments ranging 
 from $19,000 to $682,000 plus interest at 4.38% 
 through 2018 (net of unamortized loss on early  
 retirement of debt of $240,426).  Original amount 
 issued - $5,408,000. 

  
 
 
 
 
     3,461,661 

   
      Issued April 5, 2002, net of premium of $465,844 
 payable in annual installments ranging from  
  $180,000 to $3,200,000 plus interest varying from 
 3.5% to 5.5% through 2018 (net of unamortized loss 
 on early retirement of debt of $829,283).  Original 
 amount issued - $26,370,000 

  
 
 
 
 
   16,571,560 

     25,535,582 
Less bond payments currently due       2,600,174 

Long-Term Bonds Payable  
  

$ 22,935,408 
 
 
 

The revenue bonds constitute special obligations of the Sewer District secured by a lien on and a 
pledge of the net revenues of the sewer system.  The 1992 bond resolution provides that the 
revenues of the system must be adequate to: 

 
a) service the debt on the prior lien bonds; 
b) cover the operating and maintenance expenses of the system; 
c) provide 125% of the debt service on all other outstanding revenue bonds; 
d) maintain the debt service reserve fund; 
e) provide a reserve for depreciation, and 
f) comply with the terms of the resolution or any other charges, liens or encumbrances on the 

revenue of the system. 
 

The Sewer District complied with this covenant for its fiscal year ended June 30, 2011.   
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III. DETAILED NOTES (Continued) 
 

The annual bond principal and interest requirements as of June 30, 2011 are as follows: 
 

F/Y Ended  Principal Interest  Total 
 

2012 
   

$     2,600,174 
 
$      1,249,136 

  
$     3,849,310 

2013         2,784,977         1,066,759         3,851,736 
2014         2,937,895            909,950         3,847,845 
2015         3,089,895            745,190         3,835,085 
2016         3,256,895            571,724         3,828,619 

2017-2019       10,865,746            575,587       11,441,333 
 
 

  
$   25,535,582 

 
$      5,118,346 

  
$   30,653,928 

 
 

F. Capital Contributions Received 
 

When certain types of capital improvements are made by the Sewer District, some of their wholesale 
customers are required by their contracts to contribute funds towards the costs of these capital 
improvements.  During the year ended June 30, 2011, the Sewer District has recognized capital 
contributions of $1,007 from one of its wholesale customers 
 
During the year the Sewer District entered into a Memorandum of Understanding with the City of 
North Charleston and the County of Charleston whereby they would each reimburse the Sewer 
District 50% of the cost of a temporary sewer connection for a parcel located in the County.  The 
cost incurred during the year totaled $8,915 and is included as capital contributions received. 
 
In July 2008, the Sewer District accepted ownership of the sewer system serving the Charleston 
Naval Complex and Naval Annex from the Charleston Naval Complex Redevelopment Authority 
(RDA) at a total value of $3,720,007.  This value approximated the fair market value of the sewer 
system (including pump stations, sewer lines, force mains, etc.), representing the original costs 
incurred by the RDA, less estimated depreciation on the donated assets, based on information 
provided by the RDA.  This estimated value of $3,720,007 was also included as capital contributions 
received in FY2009.  As part of this transfer of assets, the RDA also paid the Sewer District 
$500,000 to cover resolution of the remaining real estate and legal issues involved with the transfer 
and to pay for the monthly pump station maintenance and contractual capital for FY2009.  As of 
June 30, 2011, $321,887 of the $500,000 received from the RDA has been recognized as income by 
the Sewer District, while the difference of $178,113 remains in Deferred Revenues until the 
remaining issues are resolved, most likely in FY2012. 
 
 

IV. OTHER INFORMATION 
 
A. Commitments and Contingencies 
 
 Construction Contracts 
 

In the normal course of business, the Sewer District enters into agreements with contractors for the 
construction and expansion of the wastewater treatment facilities system.  As of June 30, 2011, the 
Sewer District had capital improvement commitments totaling $2,959,677 and other operations and 
maintenance commitments totaling $4,761. 
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IV. OTHER INFORMATION  (Continued) 

 
Litigation 

 
Various unasserted claims and lawsuits are pending against the Sewer District.  Although the 
outcome of these claims and lawsuits is not presently determinable, it is the opinion of legal counsel 
that resolution of these matters will not have a material adverse effect on the financial condition of 
the Sewer District. 
 

 Discharge Permit Pending 
 

During January and February 2003 the South Carolina Department of Health and Environmental 
Control (DHEC) and the Sewer District reviewed and commented on several versions of a new 
National Pollutant Discharge Elimination System (NPDES) discharge permit.  DHEC issued the final 
version of the permit on February 20, 2003.  After careful review of the terms and conditions of the 
permit the Sewer District decided to appeal the permit in accordance with Regulation 61-72, Volume 
25, S.C. Code of Laws, 1976 as amended. 

 
The appeal has been a lengthy legal procedure which was concluded with a notification from the SC 
Supreme Court on October 18, 2007 that it declined to hear the Sewer District’s flow appeal. 
 
Since an appeal was filed, the entire reissued permit was automatically stayed and the previous 
permit continues in effect until the administrative review has been completed.  Since the review was 
completed SCDHEC has been reviewing permits and preparing to issue new permits.  There was a 
problem that Act 106 of 1999 was written differently than Publicly Owned Treatment Works (POTW) 
entities understood was the intent of the Dissolved Oxygen standard.  SCDHEC delayed issuing the 
new permits to give POTW’s time to propose amendments through their representatives. 
 
Amendment efforts during the 2009 legislative session were unsuccessful.  During the 2010 
legislative session a bill was introduced to amend the Dissolved Oxygen regulatory standard and the 
bill passed March 2010.  This action will move forward SCDEHC’s effort to issue new NPDES 
permits.  It is anticipated that DHEC will issue a draft permit in the near future. 
 

B. Risk Management 
 

The Sewer District 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.  In order to 
manage these risks, the Sewer District is a member of the State of South Carolina Insurance 
Reserve Fund, a public entity risk pool currently operating as a common risk management and 
insurance program for local governments. The Sewer District pays an annual premium to the State 
Insurance Reserve Fund for its general insurance coverage.  The State Insurance Reserve Fund is 
self-sustaining through member premiums and reinsures through commercial companies for certain 
claims. 
 
As a benefit to its employees, the Sewer District provides health, life, accident, dental and other 
medical benefits to employees, retirees, and their dependents through commercial insurance 
companies.  The Sewer District provides a portion of this cost as a fringe benefit to its employees.  
However, the employees and the commercial insurance companies share the risk of unpaid or 
denied claims, rather than the Sewer District. 
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In addition, the Sewer District insures the risk of job related injury or illness to its employees through 
the State Accident Fund, a public entity risk pool operating for the benefit of state agencies and local  
governments.  The Sewer District pays an annual premium on a quarterly basis to the State Agency 
Fund for its workers compensation insurance coverage. 

 
Given the lack of coverage available, the Sewer District has no coverage for potential losses from 
environmental damages, although they do have insurance coverage on their underground storage 
tanks through the State Insurance Reserve Fund.  For all of the above risk management programs, 
there have been no significant reductions in insurance coverage.  Settlement amounts have not 
exceeded insurance coverage for the current year or the three prior years.  For each of the 
insurance programs and public entity risk pools in which they participate, the Sewer District has 
effectively transferred all risk with no liability for unfunded claims. 

 
C. Related Party Transactions 
 

The Commissioners and management of the Sewer District also serve as the Commissioners and 
management of the North Charleston District. 
 
During the year ended June 30, 2011 the Sewer District made several noninterest bearing 
advances, due on demand, to the North Charleston District.  As a result, the Sewer District had 
advances receivable from North Charleston District of $2 at June 30, 2011. 

 
D. Employee Retirement System and Plan 
 

Plan Description 
All regular employees of the Sewer District participate in either the South Carolina Retirement 
System (SCRS) or the Police Officers Retirement System (PORS), which are both cost-sharing, 
multiple-employer defined benefit pension plans administered by the South Carolina Retirement 
System, a Division of the State Budget and Control Board.  The SCRS and PORS provide retirement 
and disability benefits, cost of living adjustments on an ad-hoc basis, group life insurance benefits, 
and survivor benefits to plan members and beneficiaries.  The plans’ 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 is issued and publicly available by writing the South Carolina Retirement 
System, P.O. Box 11960, Columbia, SC 29211-1960 or by accessing their website at 
www.retirement.sc.gov. 
 
Funding Policy 
Plan members are required to contribute 6.5% of their annual covered salary and the Sewer District 
is required to contribute at an actuarially determined rate.  The current rate of SCRS is 9.24% of 
annual covered payroll while the PORS current rate is 11.13% of covered payroll.  The contribution 
requirements of plan members and the Sewer District are established under authority of Title 9 of 
the South Carolina Code of Laws.  The Sewer District’s combined contributions to SCRS and PORS 
for the years ended June 30, 2011, 2010, and 2009 were $464,447, $469,089, and $479,793, 
respectively, which equal 100% of the required contributions for each year. 
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The retirement liability under the SCRS and PORS as of July 1, 2007 was determined in accordance 
with Governmental Accounting Standards Board Statement Number 27, Accounting for Pensions by 
State and Local Governmental Employers.  There was no effect on the pension liability recorded as 
a result of the implementation of GASB 27. 

 
Trend information showing the progress of the System in accumulating sufficient assets to pay 
benefits when due is presented in its annual financial report.  Copies of this report may be obtained 
from the South Carolina Retirement System, as indicated above. 

 
E. Other Postemployment Benefits 
 
 Plan Description 

The Sewer District provides postemployment health and/or dental care benefits, in accordance with 
Sewer District policy, for certain retirees in a defined benefit postemployment health care plan (the 
Plan).  The benefits vary depending on the years of service of the retiree.  For retirees with at least 
ten years but less than twenty years of Sewer District service, the Sewer District allows them to 
continue their health care and dental coverage if the retiree agrees to pay the entire cost, including 
subsequent increases, of their coverage.  Retirees with twenty or more years of Sewer District 
service are eligible for partially funded individual health and/or dental insurance benefits from the 
time of their retirement until Medicare eligibility age, which is currently age 65.  The Sewer District 
will pay a fixed portion of the monthly premium (currently $178 for health and $15 for dental).  This 
amount will be adjusted annually based on trends for individual coverage for eligible retirees who 
agree to pay the remaining portion of the premium. 

 
The plan has 115 covered members; 4 members are retirees receiving benefits and 111 are active 
participants. 
 
The Plan is affiliated with the South Carolina Other Retirement Benefits Investment Trust (SC 
ORBET), an agent multiple-employer irrevocable trust administered by the Municipal Association of 
South Carolina.  SC ORBET issues a publicly available financial report that includes financial 
statements and required supplementary information for the Plan.  A copy of the report may be 
obtained by writing to:  Chief Financial Officer for Risk Management Services, Municipal Association 
of SC, P.O. Box 12109, Columbia, SC  29211. 
 

 Funding Policy  
 The contribution requirements of Plan members and the Sewer District are established and may be 

amended by the Sewer District.  Premiums paid by retirees range from $160 to $170 per month 
based on premiums in effect at the beginning of the Sewer District’s fiscal year. 

 
 The Sewer District’s annual other postemployment benefit (OPEB) cost (expense) is calculated 

based on the annual required contribution (ARC) of the employer, an amount actuarially determined 
in accordance with the parameters of GASB No. 45.  The ARC represents a level of funding that, if 
paid on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded 
actuarial liabilities (or funding excess) over a period not to exceed thirty years.  The current ARC 
rate is .9% of the annual covered payroll. 
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 Annual OPEB Cost and Funded Status and Progress 
 
 For the year ended June 30, 2011, the Sewer District’s annual OPEB cost (expense) of $42,800 was 

equal to the ARC and the amount actually contributed.  Contributions made include $24,632 made 
by the Sewer District to the Plan and $18,168 made by the Sewer District through payment of the 
active employees’ explicit and implicit subsidized benefits. 

 
 The Sewer District implemented GASB Statement No. 45 for the year ended June 30, 2009.  The 

Sewer District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan and 
the net OPEB obligation for FY2011 and the two preceding years were as follows: 

 
 

 
Year Ended 

 
Annual OPEB Cost 

Percentage of Annual OPEB 
Cost Contributed 

 
Net OPEB Obligation 

    
June 30,2009 $  54,000 100% $ -0-       
June 30,2010 $  54,000 100% $ -0-       
June 30,2011 $  42,800 100% $ -0-       

 
 
 At June 30, 2011, the actuarial accrued liability for benefits (AAL) was $364,300 with $108,909 in 

Plan assets, resulting in an unfunded actuarial accrued liability (UAAL) of $255,391.  The funded 
ratio (actuarial value of plan assets/AAL) was 29.9 percent.  The covered payroll (annual payroll of 
active employees covered by the plan) was $4,764,900, and the ratio of the UAAL to the covered 
payroll was 5.4 percent. 

 
 Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and 

assumptions about the probability of occurrence of events far into the future.  Examples include 
assumptions about future employment, mortality, and the healthcare cost trend.  Amounts 
determined regarding the funded status of the Plan and the annual required contributions of the 
employer are subject to continual revision as actual results are compared with past expectations and 
new estimates are made about the future.  The schedule of funding progress is presented as 
required supplementary information following the notes to the financial statements. 

 
 Actuarial Methods and Assumptions 
 Calculations of benefits for financial reporting purposes are based on the substantive plan (the Plan 

as understood by the employer and the Plan members) and include the types of benefits provided at 
the time of each valuation and the historical pattern of sharing of benefit costs between the employer 
and Plan members at that point. 

 
 The actuarial methods and assumptions used are designed to reduce short-term volatility in actuarial 

accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of the 
calculations. 

 
 The Projected Unit Credit Actuarial Cost Method was used in the July 1, 2009 valuation.  The 

actuarial assumptions included a 5% investment rate of return.  For all retirees the healthcare cost 
trend assumption is based on the Getzen Trend Model (8.1% graded to 4.5% over 80 years).  The 
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 Continued 
 
IV. OTHER INFORMATION  (Continued) 

 
 actuarial valuation of the Plan’s assets was equal to the market value of investment assets as of the 

measurement date.  The Plan’s unfunded actuarial accrued liability is being amortized as a level 
percentage of payroll.  The remaining amortization period at June 30, 2011, was twenty-seven 
years. 

 
F. Deferred Compensation Plan 
 

The Sewer District offers its employees a deferred compensation plan under a program 
administered by the South Carolina Deferred Compensation Commission.  The multiple-employer 
deferred compensation plan offers employees the choice of three plans: the Internal Revenue Code 
Section 457 plan; the Internal Revenue Service Code Section 401(k) plan; and the Roth 401(k) plan.  
The Plan, available to all regular Sewer District employees, permits them to defer until future years 
up to 100% of annual gross earnings not to exceed $16,500 for both the 457 plan and for the 401(k) 
plan with an additional $5,500 catch-up provision for employees over age 50 with pre-tax 
contributions.  The Roth 401(k) plan offers employees the opportunity to contribute on an after-tax 
basis.  Employee after-tax contributions for Roth 401(k) participants must be combined with pre-tax 
contributions and cannot exceed these annual limits.  The deferred compensation is not available to 
an employee until termination, retirement, disability, death, or approved hardship. 

 
G. Rate Stabilization Account 
 

Effective July 1, 2001 the Sewer District implemented a rate stabilization account to minimize the 
impact of upgrading its wastewater treatment facilities and the related operation and maintenance 
costs to satisfy the requirements proposed by the South Carolina Department of Health and 
Environmental Control (SCDHEC).  These proposed requirements are associated with new total 
daily maximum load quality limits for the Sewer District’s pending wastewater discharge permit (see 
Note IV. A.).  During the year ended June 30, 2011, a total of $2,359,127 was collected directly 
attributable to the rate stabilization account.  This entire amount is included as sewer service 
charges on the Statement of Revenues, Expenses, and Changes in Fund Net Assets.  In 
accordance with the rate stabilization policy, these funds are being maintained until such time as the 
Commissioners decide to use them to fund future capital improvements to the sewer system.  The 
Commission has budgeted approximately $3,141,000 of these funds to be spent during the year 
ending June 30, 2012 to fund major trunk-line rehabilitations. 
 

H. Subsequent Event 
 

The Sewer District is currently in the process of obtaining general obligation bonds to fund major 
improvements to its sewer system.  The Sewer District anticipates the bond closing will occur in 
December 2011. 
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NORTH CHARLESTON SEWER DISTRICT 
REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF FUNDING PROGRESS FOR THE POSTEMPLOYMENT 
HEALTH CARE PLAN 

 
Exhibit 4 

 
 

 
 

Actuarial 
Valuation 

Date 

 
 

Actuarial 
Value of 
Assets 

 
 

Actuarial 
Accrued 
Liability 

 
 
 

Unfunded 
Liability 

 
 
 

Funded 
Ratio 

 
 
 

Covered 
Payroll 

Unfunded 
Liability as 
Percentage 
of Covered 

Payroll 
       
       
  July 1, 2007 $ -0- $ 482,000 $ 482,000 0% $ 4,325,000 11% 
       
  July 1, 2009 $48,700 $ 364,300 $ 315,600 13% $ 4,764,900 7% 
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 NORTH CHARLESTON SEWER DISTRICT 
 SUPPLEMENTARY CONDENSED BALANCE SHEETS 
 June 30, 2011 and 2010 

Exhibit 5 
 
                                                                                      
 2011 2010 
   
ASSETS   
   
Current Assets   
 Cash and cash equivalents $    16,083,045 $    11,424,739 
 Investments and accrued interest         9,642,780       12,643,932 
 Accounts receivable, net         3,275,384         3,091,899 
 Inventories and other current assets            814,802            810,494 
 Restricted assets: 
  Cash and cash equivalents 

 
        2,850,999 

 
        2,786,364 

Total Current Assets       32,667,010       30,757,428 
   
Capital Assets       98,514,605     102,369,079* 
Deferred Loan Costs, net            247,842            306,344 
       98,762,447      102,675,423  
   

Total Assets $  131,429,457 $  133,432,851 
   
   
LIABILITIES AND NET ASSETS   
   
Liabilities   
 Current liabilities    
  Current portion of bonds and notes payable $     2,600,174 $     2,440,149 
  Accounts payable        1,071,623        1,069,288 
  Accrued interest           534,365           534,825 
  Other accrued expenses           757,604           805,901 
  Liabilities payable from restricted assets: 
   Accrued interest 

 
          175,950 

 
          256,115 

Total Current Liabilities        5,139,716        5,106,278 
   
 Long-term liabilities   
  Bonds, leases and notes payable      22,935,408      25,535,582 
  Compensated absences           335,135           316,727 

Total Long-Term Liabilities      23,270,543      25,852,309 
   
Net Assets    103,019,198    102,474,264* 
   

Total Liabilities and Net Assets $ 131,429,457 $ 133,432,851 
 
 
 
*  As restated 
 
 
 
 
 
 
 
 See independent auditors’ report. 
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 NORTH CHARLESTON SEWER DISTRICT 
 SUPPLEMENTARY SCHEDULE OF REVENUES AND EXPENSES 
 ACTUAL COMPARED TO BUDGET 
 For The Fiscal Year Ended June 30, 2011 

Exhibit 6 
                                                                                       
  

 
Actual 

 
 

Budget 

Variance 
With Final 

Budget 
    
OPERATING REVENUES    
 Sewer service charges $  21,811,538 $  22,516,780 $      (705,242) 
 Sewer permit and origin fees          761,856          613,600          148,256 
 Late fees          337,279          335,000              2,279 
 Outside contracts            47,737             45,000              2,737 
 Miscellaneous revenues            69,508            59,130            10,378 
    

Total Operating Revenues     23,027,918     23,569,510         (541,592) 
    
    
OPERATING EXPENSES    
 Administrative       2,873,023       3,002,418          129,395 
 Plant operations       4,737,361       5,147,839          410,478 
 System operations       4,901,382       5,545,093          643,711 
 Depreciation       8,169,163       8,120,000           (49,163) 
 Provision for bad debts          227,561          200,000           (27,561) 
    

Total Operating Expenses     20,908,490     22,015,350       1,106,860 
    

Net Operating Income       2,119,428       1,554,160          565,268 
    
    
NON-OPERATING REVENUES (EXPENSES)    
 Interest on investments          136,463            83,391            53,072 
 Interest expense      (1,516,481)      (1,516,481)                - 
 Amortization of deferred loan costs           (58,502)           (46,231)           (12,271) 
       Loss on disposal of assets         (145,896)                 -           (145,896) 
Total Non-Operating Revenues (Expenses)      (1,584,416)      (1,479,321)         (105,095) 

   
Income (Loss) Before Capital Contributions          535,012            74,839          460,173 

   
CAPITAL CONTRIBUTIONS               9,922          105,115           (95,193) 

   
INCREASE (DECREASE) IN NET ASSETS $       544,934 $       179,954 $       364,980 
 
 
 

This schedule does not reflect budget or actual construction or capital expenditures. 
 
 
 
 
 
 
 
 
 
 See independent auditors’ report. 
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 NORTH CHARLESTON SEWER DISTRICT 
 SUPPLEMENTARY SCHEDULE OF REVENUES AND EXPENSES 
 ACTUAL COMPARED TO PRIOR YEAR 
 For The Fiscal Years Ended June 30, 2011 and 2010 

Exhibit 7 
                                                                                         
 2011 2010 
   
OPERATING REVENUES   
 Sewer service charges $     21,859,275 $     21,573,710 
 Sewer permit and origin fees             761,856          1,028,725 
 Late fees             337,279             334,582 
 Miscellaneous revenues               69,508               76,365 

Total Operating Revenues        23,027,918        23,013,382 
   
OPERATING EXPENSES   
 Administrative          3,100,584          3,108,501 
 Plant operations          4,737,361          4,515,427 
 System operations          4,901,382          4,833,051 
 Depreciation          8,169,163          8,096,412 

Total Operating Expenses        20,908,490        20,553,391 
   

Net Operating Income          2,119,428          2,459,991 
   
NON-OPERATING REVENUES (EXPENSES)   
 Interest on investments             136,463             226,566 
 Interest expense         (1,516,481)         (1,676,817) 
 Amortization of deferred loan costs              (58,502)              (58,502) 
 Gain (loss) on disposal of assets            (145,896)              (47,820) 

Total Non-Operating Revenues (Expenses)         (1,584,416)         (1,556,573) 
  

Income Before Capital Contributions             535,012             903,418 
  

CAPITAL CONTRIBUTIONS                  9,922                 1,769 
   

INCREASE IN NET ASSETS $          544,934 $          905,187 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 See independent auditors’ report. 
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Statistical Section 
 
This part of the Sewer District’s comprehensive annual financial report presents detailed information as a context 
for understanding what the information in the financial statements, note disclosures, and supplementary information 
says about the Sewer District’s overall financial health. 
 
Contents Page 
 
Financial Trends 

These schedules contain trend information to assist in understanding how the Sewer 
District’s financial performance and well-being have changed over time.  
 
Net Assets by Component 39 
Changes in Net Assets 40 
Schedule of Revenues and Other Income 41 
 

Revenue Capacity 
These schedules contain information to assist in understanding the Sewer District’s most 
significant revenue sources.  
 
Sewer User Charge Rates – Last Ten Fiscal Years 42 
Top Ten Customers -2011 Fiscal Year 43 
Top Ten Customers –Last Ten Fiscal Years 44 
Schedule of Revenues by Customer Type 45 
 
 

Debt Capacity 
These schedules present the District’s current level of outstanding debt and assess the 
current affordability of the debt and the Sewer District’s ability to issue additional debt 
in the future. 
 
Statement of Bonded Debt Limit 46 
Sewer Fund Combined Debt Schedule 47 
Schedule of Revenue Bond Coverage 48 
 

Demographic and Economic Information 
These schedules present the demographic and economic indicators for the Sewer 
District. 
 
Demographic and Economic Statistics 49  
Principal Employers  50 
Budgeted Full-Time Equivalent Positions by Division 51 
 

Operating Information 
These schedules present Sewer District service and infrastructure data.  
 
Operating Performance Measures 52  
Schedule of Operation and Maintenance Expenses 53 
Capital Assets Statistics 54 
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