CHESTER METROPOLITMG
Chester Metropolitan District o

Regular Commission Meeting
December 12, 2018

The Chester Metropolitan District’s Regular Commission meeting was held at 6:00 pm on Wednesday,
December 12, 2018 at the CMD Office, 155 Wylie Street, Chester, SC. Members attending were: Earl
Thrailkill, Chairman; Jean H. Nichols, Secretary; Raymond Douglas; Michael Brunson; James Simpson;
and George Wilmore. Others in attendance were Fred Castles, Executive Director; Susan Roddey,
Executive Assistant; Andy Litten, District Engineer; Arthur Gaston, Attorney; Tommy McMinn or
Richburg; and Michael Slapnik of Scott & Company.

Chairman Earl Thrailkill called the meeting to order.

Audit:
At this time, Mr. Castles introduced Michael Slapnik of Scott & Company.
Mr. Slapnik presented the FY 2017-2018 audit. A copy of the draft audit is attached to the minutes.

Mr. Castles asked the Commissioners to take the document home for review, and call with any questions
or concerns with the intent to approve the document at the January meeting.

Old Business:

Filter Plant Report- Mr. Castles read the Filter Plant Report for December. A copy of the report is
attached to the minutes.

Engineer’s Report- Mr. Litten read the report for December. A copy of the report is attached to the
minutes.

DMAG Report- Mr. Litten read the report for December. A copy of the report is attached to the
minutes.

Procurement Policy- Mr. Castles stated that copies of the draft Procurement Policy were given to the
Commissioners at the last meeting. Though the document was never formally
adopted, it is the policy CMD has been following for the last ten years. Due to that
fact, Mr. Castles recommended that the Commissioners adopt the policy.

Motion to adopt the CMD Procurement Policy was made by Jean Nichols, Seconded by Michael
Brunson, and unanimously approved.

New Business:

Director’s Update—
- DNR Surface Water Committee: Mr. Castles stated that he has been asked to chair the

committee which will rewrite the existing SC Surface Water Plan. It is one of three committees
DNR has started to revise the 100-year water management plan.




- Tyler Project: We are nearing the end of the startup process. Three payrolls have now been run
out of InCode, and the second Accounts Payable run will take place this week. We are currently
in the process of implementing the Utility Billing portion, which is running in live mode. We
have also purchased an Accounts Receivable module, which will go live in January and assist
with purchasing and inventory. Within the next few weeks, the online payment and pay-by-
phone systems will also be up and running.

Reports:

Director’s Report- Mr. Castles read the Director’s Report for December. A copy of this report is attached
to the minutes.

Hydrant Report-  Mr. Castles read the Hydrant Report for December. A copy of this report is attached
to the minutes.
Financial Report- Mr. Castles stated that do to Mrs. Moon’s illness and the heavy workload with the

software conversion, the Financial Report is unavailable for this month. It will be
made available at the January meeting.

With there being no further business to discuss, the meeting was adjourned. Motion to adjourn was made
by James Simpson, Seconded by Jean Nichols, and unanimously approved.

Approved: Respectfully Submitted:

Date: __January 9, 2019 By: __Susan H. Roddey



Chester Metropolitan District

Agenda

Wednesday, December 12, 2018
6:00 PM

L. Call Meeting to Order

II. Approval of Last Meeting Minutes

III.  Audit

IV. Old Business

A. Filter Plant - Fred Castles

B. Engineer’s Report - Andy Litten

C. DMAG Report - Andy Litten

D. Procurement Policy - Fred Castles
v, New Business

A. Director’s Update - Fred Castles

VI.  Reports

A. Director’s Report - Fred Castles
B. Hydrant Report - Fred Castles
C.  Financial Report - Becky Moon
D. Tyler Billing/Finance Software Update - Becky Moon

VII. Adjourn

This agenda is subject to change up to 24 hours in advance of the meeting.
Public Comment is limited to three (3) minutes per speaker. Only members of the public who have signed up in advance of the
meeting will be allowed to speak.
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Independent Auditor’s Report

To the Board of Commissioners
Chester Metropolitan District
Chester, South Carolina

We have audited the accompanying financial statements of Chester Metropolitan District (the "District") as
of and for the years ended June 30, 2018 and 2017, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements -

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

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



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the District as of June 30, 2018 and 2017, and the changes in its financial position and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United States of
America.

Change in Accounting Principle

As discussed in Note 1 to the financial statements, the District adopted the provisions of GASB Statement No.
75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions during the year
ended June 30, 2018. Our opinion is not modified with respect to this matter. '

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, other postemployment benefits, and pension information on pages 3 through 8 and 32
through 34, respectively, 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 audits 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.

Other Information

Our audits were conducted for the purpése of forming an opinion on the financial statements that collectively
comprise the District’s financial statements. The schedule of certain expenses — budget and actual is presented
for the purpose of additional analysis and is not a required part of the basic financial statements.

The schedule of certain expenses — budget and actual is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the schedule of certain expenses — budget and actual is fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

Columbia, South Carolina
January XX, 2018
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Chester Metropolitan District
Statements of Net Position
June 30,

Assets:
Current assets:
Cash and cash equivalents
Customer receivables, net of allowance of $87,500 and $27,500
for 2018 and 2017, respectively
Unbilled revenue
Due from related party
Other receivables
Prepaid expenses
Inventorics
Investments - U S, government bonds, restricted
Total current assets

Cash and cash equivalents, restricted

Cash surrender value of life insurance

Capital assets, net of accumulated depreciation
Total assets

Deferred outflows of resources:

Contributions to retirement plan after measurement date
Difference between expected and actual retirement plan experience
Difference between projected and actual investment experience
Change in proportionate share of net pension liability
Change in actuarial assumptions on retirement plan
Contnbutions to OPEB afier measurement date
Difference between expected and actual OPEB experience
Deferred loss on bond refunding

Total deferred outflows of resources

Total assets and deferred outflows of resources

Liabilities:
Current liabilities:
Current maturitics of revenus bonds payable
Accounts payable
Due to related party
Accrued interest payable
Accrued payroll and related liabilities
Customer service deposits
Accrued compensated absences, current
Total current liabilities

Accrued compensated absences, net of current portion
Revenue bonds payable, net of current maturitics
OPEB liability
Net pension liability

Total liabilities

Deferred inflows of resources:
Difference between expected and actual relirement plan experience
Change in actuarial assumptions on OPEB
Total deferred inflows of resources
Total liabilities and deferred inflows of resources

Net position:
Net investment in capital assets
Restricted for debt service
Restricted for other purposes
Unrestricted
Total net position

2017
2018 (as restated)

S 5,140,378 4,162,745
358,199 663.538
464,933 438,754

54,371 260,992
73,316 -
55,887 61,260
276,139 279,220
189,568 195.750
6.612.791 6.092.259
1,871,126 2217.172
224,304 202992
12,887,059 13.548.708
21.595,280 22.061.131
300,951 241,639
21,246 43,339
133,036 347,197
390,384 247,237
278,981 -
314,862 63,684
10,574 -
21,343 24,900
1,471,377 967.996
23,066,657 23,029,127
380,000 370,600
281,611 316,990
63,857 97,542
16,427 16,388
206,237 120,032
286,586 295923
67,024 101.056
1,301,742 1.318.431
156,390 92,241
6,241,268 6,634,400
4,236,362 4,409,876
4,765,707 4.180.764
16,701,969 16,635.712
2,641 607
442,691 -
445,332 607
17,147,301 16,636,319
7,234,258 7.910,503
480 57.819
2,060,214 2.355.103
{3,375,596) (3.930.617)
S 5,919,_3& 6.392.808

The accompanying notes are an integral part of these financial statements.
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Chester Metropolitan District

Statements of Revenues, Expenses, and Changes in Net Position

Operating revenues:
Water service
Residual management fees
Expense reimbursements, related party
Capital project fees
Penalties
Water connection fees
Miscellaneous
Total operating revenues

Operating expenses:
Filter plant
Distribution
Administration and general
Depreciation
Meters
Sludge operations
Engincering
MIS
Human resources
Consulting services
Loss on disposal of assets

Total operating expenses

Operating loss

Non-operating income (expenses):
Interest income
Interest expense
Unrealized loss on investment
Total non-operating expenses, net

Contributed capital:
State grants
Total contributed capital

Decrease in net position

Net position, at beginning of year
Net position. at end of year

for the years ended June 30,

2018 2017
S 5176360 S 4,904,456
718,751 683,345
202,904 200,368
155,029 146,663
75970 50,279
35,534 36,106
251,033 169,820
6,615,581 6,191,037
1,512,484 1,476,073
1,176,832 1,266,462
1,764,381 2,104,573
989,224 932,991
289,983 353,233
201,039 284,390
234,994 243,761
214,363 .
214,003 2,076
- 17,620
316,854 -
6,914,157 6,681,179
(298,576) (490,142)
38,128 20,024
(211,322) (152,185)
(1,682) (5,892)
(174,876) (138,053)
- 21,982
- 21,982
(473,452) (606,213)
6,392,308 10,927,326
S 5919356 $ 10.321.113

* Historical information required to restate beginning net position as of July 1, 2016 is not available and given
the nature of the plan, is not practical to obtain on behalf of the District.

The accompanying notes are an integral part of these financial statements.
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Chester Metropolitan District
Statements of Cash Flows
for the years ended June 30,

2018 2017
Cash flows from operating activities:
Cash received from customers and others N 7,048,709 S 5,745,890
Cash paid to employees (2,254,340) (2,195,803
Cash paid to suppliers (2,979.659) (3.132.000)
Net cash provided by operating activities 1.814,710 418.087
Cash flows provided by (used in) capital and related financing activities:
Acquisition and construction of capital asscts (678,578) (1,886,943)
Principle payments on revenue bonds (370,000) (4,780.000)
Interest paid (211,322) (177,085)
Grants received - 67.888
Proceeds from bond i - 7,004,400
Net cash provided by (used in) capital and related financing activities (1,259,900) 228.260
Cash flows provided by investing activities:
Sales of investments 4,500 357.517
Proceeds from sale of capital assets 34,149 -
Interest income 38,128 20,024
Net cash provided by investing activities 76,777 377.541
Net increase in cash and cash equivalents 631,587 1,023,388
Cash and cash equivalents at beginning of year 6.379,917 5.356.029
Cash and cash equivalents at end of year S 7,011,504 S 6.379.917
Reconciliation of operating loss to net cash provided by operating activities:
Operating loss s (298576) $ (490,142)
Adjustments 1o recencile net operating loss to net cash provided
by operating activities:
Depreciation 989,224 932,991
Amortization 3,587 -
Increase in cash surrender value of life insurance (21,312) (20.874)
Change in value of invesiments - (5.392)
Change in assets and liabilities:
Customer receivables 305,339 (280,460)
Unbilted revenue (26.179) (60.8%4)
Due from related party 236,621 (137.873)
Other receivables (73.316) -
Prepaid expenses 8373 2,999
Inventories 3,081 964
Deferred outflows of resources (506,938) (524,306)
Accounts payable (35.379) 58,902
Accrued interest payable (461) (25,646)
Accnied expenses 116322 104,672
Due to related party (33,685) (115.271)
Customer service deposits (9,337) 34,080
Bond premium (13.132) -
Net pension liability $8.4.943 746,115
OPEB liability (173,014) 204,258
Deferred inflows of resources 444,728 (5.536)
Loss on disposal of capital assets 316354 -
Total adjustments 2,113,286 908.229
Net cash provided by operating activities S 814710 S 418.087
A reconciliation of cash and cash equivalenis reflected in the statements of cash flows to the statements of net position are as follows:
Current Restricted Statements of
assets assels Cash Flows
Cash and cash equivalents, June 30, 2016 s 3491329 S 1.864.700 H 5.356,029
Net increase 671.416 352,472 1.023.388
Cash and cash equivalents, June 30, 2017 4,162,745 2.217aMn2 6.379.917
Net increase (decrease) 977.633 (346,046) 631,587
Cash and cash equivalents, June 30, 2018 - 5140378 $ 1.871.126 S 7011504

The accompanying notes are an integral part of these financial statements.



Chester Metropolitan District
Notes to the Financial Statements

Note 1. Summary of Significant Accounting Policies

Organization and Basis of Accounting — Chester Metropolitan District (the “District™) was created in
1964 pursuant to Act Number 379 of the Acts of the General Assembly of the State of South Carolina.
The District's principal purpose is to provide filtered water in substantial quantities in and throughout the
area of Chester County.

The District operates as a self-supporting governmental enterprise and uses accounting policies applicable
to governmental enterprise funds. The District is directed by a governing board whose members (7) are
appointed by the County and town governments serviced by the District.

The District uses the accrual basis of accounting and the economic resources measurement focus for
reporting. The accrual basis of accounting recognizes revenue when earned, regardless of when received.
Expenses are recorded when incurred, regardless of when paid.

Enterprise funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services in connection with an enterprise fund’s
principal ongoing operations. Operating expenses for enterprise funds include the cost of sales and
services, administrative expenses, and depreciation on capital. assets. “All revenues and expenses not
meeting this definition are reported as non-operating revenues and expenses.

Accounting 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 of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. The
most significant estimates include the estimated useful lives of property and equipment and the actuarially
calculated net pension and other post-employment benefit (“OPEB”) liabilities. Management is not aware
of any condition that would affect those estimates in the near term.

Cash and Cash Equivalents — For purposes of reporting cash flows in the financial statements, all
demand deposits and highly liquid debt instruments (including restricted assets) purchased with an initial
maturity of three months or less are considered to be cash equivalents.

Customer Receivables — Customer receivables are obligations due under billing cycles and each customer
is required to remit a deposit before service is activated. The District’s accounts receivable are due from
residential and industrial customers.

Allowance for Doubtful Accounts — An allowance for possible credit losses is recorded and reduces the
carrying value of accounts receivable to its net realizable value. The amount of the reserve is based upon
management’s estimate of currently uncollectible accounts, historical trends, current economic trends, and
other factors. Provisions to increase or decrease the allowance are charged to operations. Account
balances are written off when collection efforts are deemed ineffective. The allowance for doubtful
accounts was approximately $87,500 and $27,500 at June 30, 2018 and 2017, respectively.

Investments — The District categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on the valuation inputs
used to measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical
assets. Level 2 inputs are significant other observable inputs. Level 3 inputs are significant unobservable
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Chester Metropolitan District
Notes to the Financial Statements

Note 1. Summary of Significant Accounting Policies (continued)
Investments (continued)

inputs. At June 30, 2018 and 2017, all of the District’s investments are bank certificates of deposit or U.S.
government bonds with maturities of one year or less, that are valued with Level 1 inputs. Certificates of
deposit are reported at cost plus interest earned which approximates fair value. U.S. government bonds are
reported at fair value.

Unbilled Revenue - The District renders bills to customers on billing cycles that end on various days
throughout the month. Unbilled revenue represents the portion of bills rendered during the month of July
applicable to service provided in June.

Cash Surrender Value of Life Insurance - The District has a life insurance policy on its former
executive director and it had a cash surrender value of approximately $224,000 and $203,000 at June 30,
2018 and 2017, respectively. The death benefit of the policy at June 30, 2018 and 2017, was
approximately $553,544 and $553,439, respectively. '

Inventories - Inventories consist principally of maintenance parts and supplies valued at average cost.

Restricted Assets Not Available for Current Operations — In accordance with revenue bond provnsmns
and loan requirements, revenues have been set aside in special funds for specified purposes. The assets in
these accounts are shown as restricted assets on the statements of net position.

Capital Assets — Property constructed or purchased is stated at cost. . Contributed property is stated at
estimated fair market value on the date received. Interest ‘is “capitalized on significant long-term
construction projects and is depreciated over the useful life of the related asset. Depreciation is computed
over the assets’ estimated useful lives using the straight-line method at the following rates: structures and
distribution lines 2%-4%; buildings 3%-11%; equipment 10%-20%; and vehicles 20%.

When property, plant, and equipment are retired or otherwise disposed of, the asset and accumulated
depreciation are removed from the accounts and the resulting gain or loss is recognized in the statements
of revenues, expenses, and changes in net position.

Capitalization of Interest — The District capitalizes interest paid on bonds during the construction period
of long-lived assets. The amount paid, reduced by interest earned on the unspent funds, is added to the
construction in progress account.

Compensated Absences — Vacations accrue based on years of service with the District. Only full-time
employees are eligible for paid vacations. The compensated absences liability includes accrued annual leave
earned for which the employees are entitled to paid time off or payment at termination.

Deferred inflows/outflows of resources — GASB Statement No. 63 Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position requires that the statement of net
position provide separate sections for deferred inflows and outflows of resources. Deferred outflows of
resources represent a consumption of net position that applies to a future period(s) and so will not be
recognized as an outflow of resources (expense) until then. Employer contributions made
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Chester Metropolitan District
Notes to the Financial Statements

Note 1. Summary of Significant Accounting Policies (continued)
Deferred inflows/outflows of resources (continued)

subsequent to the measurement date of the net pension liability and net OPEB liability are reported as
deferred outflows of resources. The District’s deferred outflows of resources are also determined by the
difference between expected and actual liability experience, difference between projected and actual
investment earnings, change in proportionate share of net pension liability, changes in actuarial
assumptions on the retirement plan, and loss on bond refunding.

Deferred inflows of resources represent an acquisition of net position that applies to a future period(s) and
so will not be recognized as an inflow of resources (revenue) until that time. The District’s deferred
inflows of resources include the difference between expected and actual retirement plan experience and
changes in actuarial assumptions on the OPEB plan.

Net Position — The District reports the following classifications of net position:

Net investment in capital assets: This represents the District’s total investment in capital assets, net
of outstanding debt obligations, if any, related to those capital assets. To the extent debt has been
incurred but not yet expended for capital assets, such amounts are not included as a component of
invested in capital assets, net of related debt.

Restricted net position: Restricted net position consists of assets with constraints placed on the use
of those assets either by external groups such as creditors, grantors, contributors, or laws or
regulations of other governments; or law through constitutional provisions or enabling legislation.

Unrestricted net position: Unrestricted net position represents the remainder of the District’s
liabilities in excess of assets excluding net position reported in other categories.

When the District incurs an expense that may be paid from unrestricted or restricted funds, the District
first uses restricted funds as allowed by legal or contractual requirements.

Implementatibh of New Accounting Standardé and Restatement of Net Position

The Dlstrlct lmplemented GASB Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions (“GASB No. 75”) and GASB Statement No. 85,
Omnibus 2017 (*GASB No. 85”) in the year ended June 30, 2018.

The primary objective of GASB No. 75 is to improve accounting and financial reporting by state and
local governments for postemployment benefits other than pensions. It also improves information
provided by state and local governmental employers about financial support for other postemployment
benefits (“OPEB™) that is provided by other entities. GASB No. 75 establishes standards for
measuring and recognizing liabilities, deferred outflows of resources, deferred inflows of resources,
and expense/expenditures. For defined benefit OPEB, it identifies the methods and assumptions that
should be used to project benefit payments, discount projected benefit payments to their actuarial
present value, and attribute that present value to periods of employee service.
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