





































































































ANDERSON REGIONAL JOINT WATER SYSTEM
ANDERSON, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND ACTIVITIES (CONTINUED}

NET POSITION (CONTINUED)

e Unrestricted - This component of net position consists of items that do not meet the definition of "restricted" or "net
investment in capital assets.”

REVENUES AND RECEIVABLES
Revenues and receivables, based on water consumption, are recognized when services are provided and are billed monthly.
ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions. Those estimates and assumptions affect the reported
amounts of assets, deferred outflows of resources, liabilities, and deferred inflows of resources and disclosure of these
balances as of the date of the financial statements. In addition, they affect the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates and assumptions.

NOTE 2 — DEPOSITS AND INVESTMENTS
DEPOSITS

Custodial Credit Risk for Deposits: Custodial credit risk for deposits is the risk that, in the event of a bank failure, the Joint
Water System'’s deposits might not be recovered. The Joint Water System does not have a formal deposit policy for custodial
credit risk but follows the investment policy statutes of the State of South Carolina. As of June 30, 2015, none of the Joint
Water System’s bank balances of approximately $2,533,444 (with a carrying value of approximately $2,178,446) were
exposed to custodial credit risk

INVESTMENTS

As of June 30, 2015, the Joint Water System had the following investments:

Credit Fair Investment Maturities in Years
Investment Type Rating * Value <iyr 1-3 yrs 3-5 yrs > 5 yrs
Guaranteed Investment Contract NR, NR $ 2,537,980 - - - $ 2,537,980

Government Money Market Funds ~ AAAm, Aaamf 3,092,769 3,092,769 - - -

Total $ 5,630,749 3,092,769 - - $ 2,537,980

A |f available, credit ratings are for Standard & Poor's and Moody's Investors Service.
NR - Not rated.

Interest Rate Risk: The Joint Water System does not have a formal policy limiting investment maturities that would help
manage its exposure to fair value iosses from increasing interest rates.

Custodial Credit Risk for Investments: Custodial credit risk for investments is the risk that, in the event of a bank failure,
the government will not be able to recover the value of its investments or collateral securities that are in the possession of an
outside party. The Joint Water System does not have an investment policy for custodial credit risk but follows the investment
policy statutes of the State of South Carolina.

Credit Risk for Investments: Credit risk for investments is the risk that an issuer or other counterparty to an investment will
not fulfill its obligations. The Joint Water System does not have an investment policy for credit risk but follows the investment
policy statutes of the State of South Carolina.

Concentration of Credit Risk for Investments: The Joint Water System places no limit on the amount the Joint Water
System may invest in any one issuer. Investments issued by or explicitly guaranteed by the U.S. Government and
investments in mutual funds, external investment pools and other pooled investments are exempt from concentration of credit
risk disclosures. The Joint Water System’s Guaranteed Investment Contract (*GIC") with Morgan Stanley exceeds 5% of the
Joint Water System'’s investments as of June 30, 2015.
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ANDERSON REGIONAL JOINT WATER SYSTEM
ANDERSON, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2015

NOTE 2 — DEPOSITS AND INVESTMENTS
RESTRICTED CASH, CASH EQUIVALENTS, AND INVESTMENTS

Provisions of the revenue bonds require the Joint Water System to establish various funds and restrict the use of certain cash,
cash equivalents, and investments. A brief description follows:

Current principal and interest payments funds - reports resources accumulated for the next principal and interest payments.

Debt service reserves funds - reports resources set aside to cover potential future deficiencies in the current principal and interest
payments funds.

Renewal and replacement (“R&R") funds - reports resources set aside to primarily fund capital asset replacements.

Cash, cash equivalents, and investments are restricted as follows at June 30:

2015
Current principal and interest payments $ 2,740,600
Debt service reserves 2,890,149
Renewal and replacement 1,678,947
Total restricted cash, cash equivalents, and investments $ 7,309,696

NOTE 3 - CAPITAL ASSETS

Capital asset activity for the Joint Water System for the year ended June 30, 2015, was as follows:

June 30, 2014 Increases Decreases Transfers June 30, 2015

Capital Assets, Non-Depreciable:

Land $ 4,096,896 - - - $ 4,096,896

Construction In Progress 6,004,242 189,028 - (6,162,021) 31,249

Total Capital Assets, Non-Depreciable 10,101,138 189,028 - (6,162,021) 4,128,145
Capital Assets, Depreciable:

Treatment facilities, trunk lines, and

equipment 84,731,097 1,816 - 6,162,021 90,894,934

Buildings 979,380 - - 979,380

Operations and maintenance equipment 735,908 7,500 - - 743,408

Office furniture and fixtures 161,680 9,637 - - 171,217

Vehicles 148,692 - - 148,692

Total Capital Assets, Depreciable 86,756,757 18,853 - 6,162,021 92,937,631

Less: Accumulated Depreciation 20,468,445 2,441,177 - - 22,909,622

Total Capital Assets, Depreciable, Net 66,288,312 (2,422,324) - 6,162,021 70,028,009
Total Capital Assets, Net $ 76,389,450 (2,233,296) - - $ 74,156,154

Depreciation expense and capitalized interest for the year ended June 30, 2015 was $2,441,177 and $0, respectively.
NOTE 4 — DEFERRED LOSSES ON REFUNDINGS

Deferred losses on refunding debt consisted of the following at June 30, 2015.

2015
Deferred losses on refundings $ 3,708,036
Less: accumulated amortization (772,934)
Deferred losses on refundings, net $ 2,935,102

Amortization expense was $257,645 for the year ended June 30, 2015.
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ANDERSON REGIONAL JOINT WATER SYSTEM
ANDERSON, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2015

NOTE 5 — LONG-TERM OBLIGATIONS

REVENUE BONDS PAYABLE

The Joint Water System is obligated on various series of revenue bonds issued for purposes of acquiring water treatment
facilities, equipment and trunk lines. Revenue bonds outstanding are as follows:

JUNE 30,

2015

Series 2009B term bonds dated January 14, 2010, bearing interest at the rate of

3.87%. The Bond is payable in monthly installment of principal and interest

of $47,917 for a period of twelve months through January 14, 2011 and

$76,332 for a period of seventy-two months through January 14, 2017. $ 1,389,335
Series 2011A serial bonds dated June 15, 2011 with annual principal payments

ranging from $90,000 to $2,690,000, plus interest at 2.00 to 5.00 percent

payable semi-annually through July 15, 2026. 24,780,000
Series 2012A serial bonds dated April 18, 2012 with annual principal payments

ranging from $60,000 to $3,250,000, plus interest at 2.00 to 5.00 percent

payable semi-annually through July 15, 2032. 18,640,000
Gross debt 44,809,335
Premium on Series 2011A and 2012A bonds 2,095,359
Net debt 46,904,694
Less current portion (2,335,157)
Long-term portion $ 44569537

Interest expense on revenue bonds totaled $2,054,000 for the year ended June 30, 2015. Amortization of the 2011A bond
premium totaled $270,867 for the year ended June 30, 2015. Amortization of the 2012A bond premium totaled $22,928 for the
year ended June 30, 2015.

Future amounts required to pay principal and interest on revenue bonds outstanding at June 30, 2015 are as foliows:

June 30, Principal Interest Total
2016 $ 2,335,157 1,978,763 $ 4,313,920
2017 2,074,178 1,879,753 3,953,931
2018 1,680,000 1,793,900 3,473,900
2019 1,810,000 1,706,650 3,516,650
2020 1,910,000 1,613,650 3,523,650
2021-2025 11,110,000 6,567,700 17,677,700
2026-2030 14,090,000 3,609,450 17,699,450
2031-2033 9,800,000 601,750 10,401,750

$ 44800336 ___19751615 $§ 64560960

Provisions of the revenue bond agreements require the Joint Water System to maintain user rates sufficient to generate net
earnings, as defined by the agreements, of at least 120 percent of the combined annual principal and interest payments, make
timely payment of principal and interest on all outstanding debt, maintain required funds for debt service reserves, and meet
various other general requirements specified in the bond agreements. Net earnings as defined in the revenue bond agreements
provides that the Joint Water System can add back as income amounts transferred from the R&R fund to defray the costs of
unforeseen contingencies (“‘Contingencies”). During 2015, the Joint Water System transferred $613,887 from the R&R fund to
cover the costs of Contingencies (extensive chemicals purchased to treat the strange taste/odor in the water). Management
believes that the Joint Water System was in compliance with these covenants at June 30, 2015.

The revenue bonds are payable solely from and secured by a pledge of the gross revenues of the Joint Water System.

The Joint Water System'’s 2012 and 2011 bond refundings resulted in a loss of $1,135,739 and $2,572,297, respectively. The
loss is deferred and amortized over the remaining life of the old debt or the life of the new debt, whichever is shorter. Amortization
is expensed over the term as a component of interest expense. The unamortized balance follows the debt for purposes of
calculating the various components of net position. See Note 4 for more details on the outstanding balances of the deferred
losses on refundings at June 30, 2015.
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ANDERSON REGIONAL JOINT WATER SYSTEM
ANDERSON, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2015

NOTE 5 —~ LONG-TERM OBLIGATIONS (CONTINUED)
OTHER LONG-TERM DEBT

On December 16, 2005, the Joint Water System entered into an agreement
with the South Carolina Water Quality Revolving Fund Authority to borrow
up to $4,878,604 to fund construction on the expansion and upgrade of
the Water Treatment Plant. The Joint Water System was reimbursed
costs during construction. On May 1, 2007, the Joint Water System began
making quarterly principal and interest payments. The first 19 payments
of $81,318 at 3 percent and the remaining 61 payments of $77,045 at 2.25
percent.

On April 9, 2009, the Joint Water System entered into an agreement with the
South Carolina Water Quality Revolving Fund Authority to borrow up to
$7,212,765 to fund Water Transmission Main improvements — Phase 1A.
The Joint Water System will be reimbursed for costs during construction.
On July 1, 2010, the Joint Water System began making quarterly principal
and interest payments. The first 6 payments of $114,048 at 3.5 percent
and the remaining 73 payments of $102,682 at 2.25 percent.

On November 29, 2008, the Joint Water System entered into a note agreement
with a financial institution for $686,121 to purchase water treatment
equipment. The note accrues interest at 4.05 percent, with quarterly
principal and interest payments of $20,948 through November 30, 2016.
The note is collateralized by equipment.

On April 19, 2012, the Joint Water System entered into an agreement with the
South Carolina Water Quality Revolving Fund Authority to borrow up to
$8,000,000 to fund Water Transmission Main Improvements — Phase 1B.
The Joint Water System will be reimbursed for costs during construction.
On September 1, 2013, the Joint Water System began making quarterly
principal and interest payments of $125,896 at 2.25 percent interest
through September 1, 2014, effective December 1, 2014 a new quarterly
payment amount of $122,124 was recaiculated with payments through
June 2033.

Less current portion
Long-term portion

Interest expense on the long-term debt totaled $376,470 for the year ended June 30, 2015,

June 30,

2015

$ 3,174,172

5,143,337

121,353

7,213510

15,652,372
945,308

$ 14,707,064

Future amounts required to pay principal and interest on long-term debt outstanding at June 30, 2015 are as follows:

June 30, Principal Interest Total

2016 $ 945,308 345,890 $ 1,291,198
2017 926,124 323,177 1,249,301
2018 904,934 302,472 1,207,406
2019 925,467 281,938 1,207,405
2020 946,466 260,939 1,207,405
2021-2025 5,064,384 972,642 6,037,026
2026-2030 4,526,853 405,911 4,932,764
2031-2033 1,412,836 52,173 1,465,009

$ 15652372 2,945 142 $ 18,597.514
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ANDERSON REGIONAL JOINT WATER SYSTEM
ANDERSON, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2015

NOTE 5 — LONG-TERM OBLIGATIONS (CONTINUED)

CHANGES IN LONG-TERM OBLIGATIONS

Changes in long-term debt for the year ended June 30, 2015.

2015
Balance Balance

June 30, 2014 Additions Reductions June 30, 2015
Revenue bonds $ 47,104,902 - 2205567 % 44,809,335
Net premium/discount on bonds 2,389,154 - 293,795 2,095,359
State revolving loans 16,350,486 - 819,467 15,531,019
Note payable 198,274 - 76,921 121,353

$ 66,042,818 - 3485750 $ 62,557,066

NOTE 6 - EMPLOYEE BENEFITS
INSURANCE

The Joint Water System offers medical and life insurance through the State of South Carolina. The Joint Water System pays the
entire cost of the employee portion of medical and dental coverage, and will pay a portion of dependent coverage if elected by the
employee. Medical and life insurance totaled $147,989 for the year ended June 30, 2015. The Joint Water System does not
provide medical insurance to retirees.

DEFERRED COMPENSATION PLAN

The Joint Water System offers its employees a deferred compensation plan, created in accordance with Internal Revenue Code
Section 457, which is administered and controlled by the State of South Carolina. The plan, available to all Joint Water System
employees, permits them to defer a portion of their salary until future years. Participation in the plan is optional. The deferred
compensation is not available to employees until termination, retirement, death or unforeseeable emergency. Participants’ rights
under the plan are equal to those of general creditors of the Joint Water System in an amount equal to the fair market value of the
deferred account for each participant. CitiStreet (under state contract) is the program administrator of the 457 Plan.

RETIREMENT PLAN

The Joint Water System participates in the State of South Carolina’s retirement plan, which is administered by the South Carolina
Public Employee Benefit Authority ("PEBA”), which was created on July 1, 2012 and administers the various retirement systems
and retirement programs managed by its Retirement Division. PEBA has an 11-member Board of Directors (“PEBA Board"),
appointed by the Governor and General Assembly leadership, which serves as co-trustee and co-fiduciary of the systems and the
trust funds. By law, the Budget and Control Board, which consists of five elected officials, also reviews certain PEBA Board
decisions regarding the funding of the System and serves as a co-trustee of the System in conducting that review. PEBA issues
a Comprehensive Annual Financial Report (“CAFR”) containing financial statements and required supplementary information for
the South Carolina Retirement Systems' Pension Trust Funds. The CAFR is publicly available on the Retirement Benefits’ link on
PEBA'’s website at www.peba.sc.gov, or a copy may be obtained by submitting a request to PEBA, PO Box 11960, Columbia, SC
29211-1960.

PEBA is considered a division of the primary government of the state of South Carolina and therefore, retirement trust
fund financial information is also included in the comprehensive annual financial report of the state.

Plan Description

The South Carolina Retirement System (“SCRS”), a cost-sharing multiple-employer defined benefit pension pian, was
established effective July 1, 1945, pursuant to the provisions of Section 9-1-20 of the South Carolina Code of Laws for the
purpose of providing retirement allowances and other benefits for employees of the state, its public Commissions, and political
subdivisions.

Plan Membership

Membership requirements are prescribed in Title 9 of the South Carolina Code of Laws. A brief summary of the requirements
under the system is presented below.
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ANDERSON REGIONAL JOINT WATER SYSTEM
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NOTES TO THE FINANCIAL STATEMENTS
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NOTE 6 - EMPLOYEE BENEFITS (CONTINUED)

RETIREMENT PLAN (CONTINUED)
Plan Membership (Continued)

SCRS - Generally, all employees of covered employers are required to participate in and contribute to the system as a condition
of employment. This plan covers general employees and teachers and individuals newly elected to the South Carolina General
Assembly beginning with the November 2012 general election. An employee member of the system with an effective date of
membership prior to July 1, 2012, is a Class Two member. An employee member of the system with an effective date of
membership on or after July 1, 2012, is a Class Three member.

Plan Benefits

Benefit terms are prescribed in Title 9 of the South Carolina Code of Laws. PEBA does not have the authority to establish or
amend benefit terms without a legislative change in the code of laws. Key elements of the benefit calculation include the benefit
multiplier, years of service, and average final compensation. A brief summary of benefit terms for the system is presented below.

SCRS - A Class Two member who has separated from service with at least five or more years of earned service is eligible for a
monthly pension at age 65 or with 28 years credited service regardless of age. A member may elect early retirement with reduced
pension benefits payable at age 55 with 25 years of service credit. A Class Three member who has separated from service with
at least eight or more years of earned service is eligible for a monthly pension upon satisfying the Rule of 90 requirement that the
total of the member's age and the member's creditable service equals at least 90 years. Both Class Two and Class Three
members are eligible to receive a reduced deferred annuity at age 60 if they satisfy the five- or eight-year earned service
requirement, respectively. An incidental death benefit is also available to beneficiaries of active and retired members of employers
who participate in the death benefit program.

The annual retirement allowance of eligible retirees or their surviving annuitants is increased by the lesser of one percent or five
hundred dollars every July 1. Only those annuitants in receipt of a benefit on July 1 of the preceding year are eligible to receive
the increase. Members who retire under the early retirement provisions at age 55 with 25 years of service are not eligible for the
benefit adjustment until the second July 1 after reaching age 60 or the second July 1 after the date they would have had 28 years
of service credit had they not retired.

The retirement allowance of eligible retirees or their surviving annuitants is increased by the lesser of one percent or five hundred
dollars every July 1. Only those annuitants in receipt of a benefit on July 1 of the preceding year are eligible to receive the
increase.

Plan Contributions

Contributions are prescribed in Title 9 of the South Carolina Code of Laws. The PEBA Board may increase the SCRS employer
and employee contribution rates on the basis of the actuarial valuations, but any such increase may not result in a differential
between the employee and employer contribution rate that exceeds 2.9 percent of earnable compensation for the SCRS. An
increase in the contribution rates adopted by the PEBA Board may not provide for an increase of more than one-half of one
percent in any one year. If the scheduled employee and employer contributions provided in statute or the rates last adopted by
the PEBA Board are insufficient to maintain a thirty year amortization schedule of the unfunded liabilities of the plan, the PEBA
Board shall increase the contribution rates in equal percentage amounts for the employer and employee as necessary to maintain
the thirty-year amortization period; and, this increase is not limited to one-half of one percent per year.

As noted above, both employees and the Joint Water System are required to contribute to the Plan at rates established and as
amended by the PEBA. The Joint Water System’s contributions are actuarially determined, but are communicated to and paid by
the Joint Water System as a percentage of the employees’ annual eligible compensation as follows for the past three years:

SCRS Rates
2013 2014 2015
Employer Rate:
Retirement 10.45% 10.45% 10.75%
Incidental Death Benefit 0.15% 0.15% 0.15%
Accidental Death Contributions 0.00% 0.00% 0.00%

10.60% 10.60% 10.90%

Employee Rate 7.00% 7.50% 8.00%
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NOTE 6 - EMPLOYEE BENEFITS (CONTINUED)
RETIREMENT PLAN (CONTINUED)

Plan Contributions (Continued)

The required contributions and percentages of amounts contributed by the Joint Water System to the Plan for the past three years
were as follows:

Year Ended SCRS Contributions

June 30, Required % Contributed
2015 $ 113,267 100%
2014 112,013 100%
2013 $ 105,537 100%

Eligible payrolls of the Joint Water System covered under the Plan for the past three years were as follows:

Year Ended
June 30, SCRS Payroll
2015 $ 1,039,146
2014 1,056,723
2013 $ 995,630

Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions

The most recent annual actuarial vafuation reports adopted by the PEBA Board and Budget and Control Board are as of July 1,
2013. The net pension liability of the defined benefit pension plan was therefore determined based on the July 1, 2013 actuarial
valuations, using membership data as of July 1, 2013, projected forward to the end of the fiscal year, and financial information of
the pension trust funds as of June 30, 2014, using generally accepted actuarial procedures. Information included in the following
schedules is based on the certification provided by PEBA’s consulting actuary, Gabriel, Roeder, Smith and Company.

The net pension liability (‘NPL") represents the system’s total pension liability determined in accordance with GASB No. 67 less
the System’s fiduciary net position. For the year ended June 30, 2014, NPL amounts and the change in NPL amounts for SCRS
are as follows:

Plan Fiduciary Net
Position as a Percentage

Plan Fiduciary Net Employers' Net Pension of the Total Pension
Plan Total Pension Liability Position Liability (Asset) Liability
SCRS $ 42,955,205,796 25,738,521,026 $ 17,216,684,770 59.92%

At June 30, 2015, the Joint Water System reported a liability of $2,004,022 for its proportionate share of the net pension liability
for the SCRS. The net pension liability was measured as of June 30, 2014, and the total pension liability for the Plan used to
calculate the net pension liability was determined based on the most recent actuarial valuation report of July 1, 2013 that was
projected forward to the measurement date. The Joint Water System’s proportion of the net pension liability was based on a
projection of the Joint Water System’s long-term share of contributions to the Plan relative to the projected contributions of all
participating South Carolina state and local governmental employers, actuarially determined. At June 30, 2014, the Joint Water
System’s SCRS proportion was 0.011640 percent, which was equal to its proportion measured as of June 30, 2013.
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NOTE 6 - EMPLOYEE BENEFITS (CONTINUED)
RETIREMENT PLAN (CONTINUED)

Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions (Continued)

For the year ended June 30, 2015, the Joint Water System recognized pension expense of approximately $140,459 for the
SCRS. At June 30, 2015, the Joint Water System reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred Outflows Deferred Inflows

Description of Resources of Resources
SCRS
Differences Between Expected and Actual Experience $ 56,786 § -
Net Difference Between Projected and Actual Earnings on Pension Plan Investments - 168,954
Joint Water System's Contributions Subsequent to the Measurement Date 113,267 -
Total SCRS $ 170,053 $ 168,954

Approximately $113,267 that was reported as deferred outflows of resources related to the Joint Water System’s contributions
subsequent to the measurement date to the SCRS will be recognized as a reduction of the net pension liability in the year ended
June 30, 2016. Other amounts reported as deferred outflows of resources and deferred inflows of resources related to the SCRS
will be recognized in pension expense as follows:

Year Ended June 30, SCRS
2016 $ (24,674)
2017 (24,674)
2018 (24,674)
2019 (38,146)
Total $ (112,168)

Actuarial Assumptions and Methods

Actuarial valuations involve estimates of the reported amounts and assumptions about the probability of occurrence of events far
into the future. Examples include assumptions about future employment, mortality, and future salary increases. Amounts
determined during the valuation process are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. South Carolina state statute requires that an actuarial experience study be
completed at least once in each five-year period. The last experience study was performed on data through June 30, 2010, and
the next experience study is scheduled to be conducted after the June 30, 2015 annual valuation is complete.

The following table provides a summary of the actuarial cost method and assumptions used in the July 1, 2013 valuations for the
SCRS:

SCRS
Actuarial Cost Method Entry Age
Actuarial Assumptions;
Investment Rate of Return 7.50%
Salary Increases Levels off at 3.5%
Includes Inflation at 2.75%
Benefit Adjustments Lesser of 1% or $500

The postretiree mortality assumption is dependent upon the member's job category and gender. This assumption
includes base rates which are automatically adjusted for future improvement in mortality using published Scale AA projected from
the year 2000.
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NOTE 6 - EMPLOYEE BENEFITS (CONTINUED)
RETIREMENT PLAN (CONTINUED)

Actuarial Assumptions and Methods (Continued)

Former Job Class Males Females
Educators and Judges RP-2000 Males (with White Collar| RP-2000 Females (with White Collar
adjustment) multiplied by 110% adjustment) multiplied by 95%
General Employees and Members of the | RP-2000 Males multiplied by 100% RP-2000 Females multiplied by 90%

General Assembly

Public Safety, Firefighters and members | RP-2000 Males (with Blue Collar| RP-2000 Females (with Blue Collar
of the South Carolina National Guard adjustment) multiplied by 115% adjustment) multiplied by 115%

The long-term expected rate of return on pension plan investments for actuarial purposes is based upon the 30 year capital
market outlook at the end of the third quarter 2012. The actuarial long-term expected rates of return represent best estimates of
arithmetic real rates of return for each major asset class and were developed in coordination with the investment consultant for
the Retirement System Investment Commission (“RSIC”") using a building block approach, reflecting observable inflation and
interest rate information available in the fixed income markets as well as Consensus Economic forecasts. The actuarial long-term
assumptions for other asset classes are based on historical results, current market characteristics and professional judgment.

The RSIC has exclusive authority to invest and manage the retirement trust funds’ assets. As co-fiduciary of the Systems,
statutory provisions and governance policies allow the RSIC to operate in a manner consistent with a long-term investment time
horizon. The expected real rates of investment return, along with the expected inflation rate, form the basis for the target asset
allocation adopted annually by the RSIC. For actuarial purposes, the long-term expected rate of return is calculated by weighting
the expected future real rates of return by the target allocation percentage and then adding the actuarial expected inflation which
is summarized in the table on the following page. For actuarial purposes, the 7.50 percent assumed annual investment rate of
return used in the calculation of the total pension liability includes a 4.75 percent real rate of return and a 2.75 percent inflation
component.

Long Term Expected
Expected Arithmetic Portfolio Real Rate of

Asset Class Target Allocation Real Rate of Return Return
Short Term 5%
Cash 2% 0.30 0.01
Short Duration 3% 0.60 0.02
Domestic Fixed Income 13%
Core Fixed Income 7% 1.10 0.08
High Yield 2% 3.50 0.07
Bank Loans 4% 2.80 0.11
Global Fixed Income 9%
Global Fixed Income 3% 0.80 0.02
Emerging Markets Debt 6% 410 0.25
Global Public Equity 31% 7.80 2.42
Global Tactical Asset Allocation 10% 5.10 0.51
Alternatives 32%
Hedge Funds (Low Beta) 8% 4.00 0.32
Private Debt 7% 10.20 0.71
Private Equity 9% 10.20 0.92
Real Estate (Broad Market) 5% 5.90 0.29
Commodities 3% 5.10 0.15
Total Expected Real Return 100% 5.88
Inflation for Actuarial Purposes 2.75
Total Expected Nominal Return 8.63
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NOTE 6 - EMPLOYEE BENEFITS (CONTINUED)
RETIREMENT PLAN (CONTINUED)

Discount Rate

The discount rate used to measure the total pension liability was 7.5 percent. The projection of cash flows used to determine the
discount rate assumed that contributions from participating employers in the SCRS will be made based on the actuarially
determined rates based on provisions in the South Carolina State Code of Laws. Based on those assumptions, the System's
fiduciary net position was projected to be available to make all projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.

The following table presents the sensitivity of the Joint Water System’s proportionate share of the net pension liability of the Plan
as of June 30, 2014 to changes in the discount rate, calculated using the discount rate of 7.5 percent, as well as what it would be
if it were calculated using a discount rate that is 1% point lower (6.5 percent) or 1% point higher (8.5 percent) than the current
rate:

1% Decrease Current Discount Rate 1% Increase
Plan (6.5%) (7.5%) (8.5%)

Joint Water System's proportionate share
of the net pension liability of the SCRS $ 2,593,329 2,004,022 $ 1,512,371

Plan Fiduciary Net Position

Detailed information regarding the fiduciary net position of the Plan administered by PEBA is available in the separately issued
CAFR containing financial statements and required supplementary information for the SCRS. The CAFR of the Pension Trust
Funds is publicly available on PEBA's Retirement Benefits’ website at www.retirement.sc.gov, or a copy may be obtained by
submitting a request to PEBA, PO Box 11960, Columbia, SC 29211-1960.

Payable to Plan
The Joint Water System reported a payable of approximately $14,879 to the PEBA as of June 30, 2015, representing required

employer and employee contributions for the month of June 2015 for the SCRS. This amount is included in Accrued Expenses
and Other Liabilities on the financial statements and was paid in July 2015.

NOTE 7 - COMMITMENTS

In February 2013, the Joint Water System entered into a fifteen year agreement for commercial power electric service. During the
initial period of the agreement the Joint Water System is required to pay an excess facilities charge of $1,5635 per month through
February 2028. The agreement expense was $6,140 for the year ended June 30, 2015. Future amounts to be paid for the
commercial power electric service agreement are as follows:

June 30,

2016 $ 18,420
2017 18,420
2018 18,420
2019 18,420
2020 18,420
2021-2028 141,220
$ 233,320

NOTE 8 - MAJOR CUSTOMERS

At June 30, 2015, the Joint Water System had three customers which accounted for 28 percent, 12 percent, and 10 percent of
operating revenue. At June 30, 2015, these customers accounted for 27 percent, 12 percent, and 10 percent of trade accounts
receivable.
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ANDERSON REGIONAL. JOINT WATER SYSTEM
ANDERSON, SOUTH CAROLINA

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ANDERSON REGIONAL JOINT WATER SYSTEM'S PROPORTIONATE SHARE OF THE
NET PENSION LIABILITY - SOUTH CAROLINA RETIREMENT SYSTEM

LAST TWO FISCAL YEARS

Year Ended June 30,
2015 2014
Anderson Regional Joint Water System's Proportion of the Net Pension Liability 0.011640% 0.011640%
Anderson Regional Joint Water System's Proportionate Share of the
Net Pension Liability $ 2004022 $ 2,087,801
Anderson Regional Joint Water System's Covered-Employee Payroll $ 1,056,723 $ 995,630
Anderson Regional Joint Water System's Proportionate Share of the Net Pension
Liability as a Percentage of its Covered-Employee Payroll 189.64% 209.70%
Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 59.92% 56.39%

Notes to Schedule:

The amounts presented for each fiscal year were determined as of June 30th of the preceding year.
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ANDERSON REGIONAL JOINT WATER SYSTEM
ANDERSON, SOUTH CAROLINA

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ANDERSON REGIONAL JOINT WATER SYSTEM'S CONTRIBUTIONS
SOUTH CAROLINA RETIREMENT SYSTEM

LAST TWO FISCAL YEARS

Year Ended June 30,

2015 2014
Contractually Required Contribution $ 113,267 $ 112,013
Contributions in Relation to the Contractually Required Contribution: 113,267 112,013
Contribution Deficiency (Excess) 3$ - $ -
Anderson Regional Joint Water System's Covered-Employee Payroll $ 1039146 $ 1,056,723
Contributions as a Percentage of Covered-Employee Payroll: 10.90% 10.60%
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’S REPORT

Board of Commissioners
Anderson Regional Joint Water System
Anderson, South Carolina

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of
the United States, the financial statements of Anderson Regional Joint Water System, South Carolina (the “Joint Water
System”), as of and for the year ended June 30, 2015, and the related notes to the financial statements, which collectively
comprise the Joint Water System’s basic financial statements, and have issued our report thereon dated September 17,
2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Joint Water System’s internal control
over financial reporting (internal control) to determine the auditing procedures that are appropriate in the circumstances for
the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Joint Water System’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the Joint Water System’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely
basis. A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies. Given
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

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

Purpose of this Report

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

Hsam, Eonmasy oo 1L

Greene, Finney & Horton, LLP
Mauldin, South Carolina
September 17, 2015

47



ANDERSON REGIONAL JOINT WATER SYSTEM

ANDERSON, SOUTH CAROLINA

COMBINING SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
YEAR ENDED JUNE 30, 2015

OPERATING REVENUES
Operations and maintenance
Debt service
Renewal and replacement

Water system
Pump station
Miscellaneous
Total operating revenues

OPERATING EXPENSES
Salaries and wages
Payroll taxes and employee benefits
Operations and maintenance
Professional fees
Insurance

Total operating expenses before depreciation
Depreciation

Total operating expenses

Net operating income (loss)

NON-OPERATING REVENUES (EXPENSES)
Interest income
Water credits
Interest expense
Net non-operating expenses

INCOME (LOSS) BEFORE CAPITAL CONTRIBUTIONS
Contributions in aid of construction

Increase in net position

NET POSITION, beginning of year - as previously reported
Cumulative change in accounting principle - GASB #68/71

NET POSITION, beginning of year - restated

NET POSITION, end of year
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Potable
Water Raw Water Total
3,795,378 106,705 $ 3,902,083
4,636,153 - 4,636,153
1,326,648 14,571 1,341,219
71,144 - 71,144
162,336 - 162,336
9,991,659 121,276 10,112,935
1,116,469 - 1,116,469
433,579 - 433,579
2,873,434 95,174 2,968,608
134,612 - 134,612
94,995 - 94,995
4,653,089 95,174 4,748,263
2,123,205 317,972 2,441 177
6,776,294 413,146 7,189,440
3,215,365 (291,870) 2,923,495
158,133 - 158,133
(144,177) - (144,177)
(2,394,320) - (2,394,320)
(2,380,364) - (2,380,364)
835,001 (291,870) 543,131
3,217 - 3,217
838,218 (291,870) 546,348
14,807,092 6,785,210 21,592,302
(1,975,788) - (1,975,788)
12,831,304 6,785,210 19,616,514
13,669,522 6,493,340 $ 20,162,862






