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INDEPENDENT AUDITORS' REPORT

To the Commissioners of the
Isle of Palms Water and Sewer Commission
Isle of Palms, South Carolina

We have audited the accompanying financial statements of the business-type activities of the Isle of
Palms Water and Sewer Commission, as of and for the year ended June 30, 2021, and the related notes
to the financial statements, which collectively comprise the Commission’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

€rror.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free 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 opinions.

Lafayette Village ¢ 820 Johnnie Dodds Blvd.  Suite B ® Mt. Pleasant, SC 29464
Telephone (843) 884-6184 e Fax (843) 884-1354
www.hrgcpas.com



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the Isle of Palms Water and Sewer Commission, as of June 30, 2021, and
the respective changes in financial position, for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 3—10 and 33-35 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 20
2022, on our consideration of the Isle of Palms Water and Sewer Commission’ s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the Isle of Palms Water and Sewer Commission’s internal control over financial reporting and

compliance. ”2 (/KHAA%&H ! “

HYLAND, RUDDY & GARBETT, CPAs, LLC
Mt. Pleasant, SC
January 20, 2022
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of the Commission of Public Works (“The Commission”) financial performance provides an
overview of the Commission’s financial activities for the fiscal year ended June 30, 2021. This information should be read in
conjunction with the financial statements.

Financial Highlights

The Commission continues with the same positive trend in financial position as displayed in fiscal year 2021. The
Commission is well within its debt covenants and the more stringent financial policies and guidelines set by the Commission
and management. The following are financial highlights for the fiscal year 2021:

o Total assets at year-end were $55.61 million and exceeded liabilities that were $18.40 million. Of the total net
position, $8.8 million were unrestricted. Total net position increased from fiscal year-end 2020 to 2021 by
$1,907,376.

e  Operating revenues increased by 8.31 % from $6.26 million to $6.82 million in fiscal year 2021. The increase was
due to increased residential fees for the fiscal year.

Operating expenses before depreciation increased by $183,655 or 5.83 % compared to fiscal year 2020. This change in
expenses was partially attributed to the continued implementation of GASB# 68/71 and the recording of the June 30, 2020,
and the June 30, 2021 pension adjustments in the amount of $23,500 in this report. Ongoing factors affecting the increase in
operating expenses were increases in personal service and professional service costs along with general increases across the
board for other expenses. Operating expenses including depreciation increased by $208,480 or 4.69 %.

e Income from operations for the year was $1.91 million representing a decrease in income from operations of
$(110,693) from fiscal year 2020. Change in net position decreased by $(110,693) from fiscal year 2020. Total
change in net position was $1,907,376 in fiscal year 2021.

e Debt service coverage of 276% exceeded the 125% required by the bond covenant.

e Ratios of total operating revenues to total operating expenses were 1.47 for fiscal year 2021 and 1.41 for fiscal year
2020.

e The Commission increased sewer fees in fiscal year 2021 in conjunction with a 2021 updated rate study. Large
scale projects in the Capital Improvements Program, that has been developed to address both water and sewer issues
brought about by the changing needs of the Island, are being updated and finalized in anticipation of proceeding to
the design phases in fiscal year 2020. The Commission finalized a bond issue to fund the projects associated with
the decommissioning of the Wild Dunes WWTP and consolidation and expansion of the Forest Trails WWTP. The
Commission plans to begin construction in the 2022 fiscal year and anticipate it will be completed in fiscal year
2024 or later.

Overview of Annual Financial Statements

The Commission’s annual financial report consists of the Management’s Discussion and Analysis (MD & A), the Basic
Financial Statements and Other Required Supplementary Information. The MD & A serves as an introduction to the
financial statements and should be read in conjunction with the basic audited financial statements. The basic financial
statements include notes which explain in detail some of the information included in the basic financial statements.

The basic financial statements report information about the Commission using the full accrual basis of accounting in a
manner similar to those used by private sector companies. However, rate-regulated accounting principles applicable to
private sector utilities are not used by government utilities. The basic financial statements include statements of net position,
statements of revenue, expenses and changes in net position, statements of cash flows, and notes to the financial statements.
The Commission accounts for its activities using a single proprietary (enterprise) fund. Under this method, revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred.



Financial Highlights — (Continued)
Overview of Annual Financial Statements

The statements of net position provide information about the types and amounts of resources and obligations at year-end.
The statements of net position present information about all of the Commission’s assets and liabilities, with the difference
being reported as net position. Over time, a change in net position is one indicator of whether the financial position of the
Commission is improving or deteriorating.

The statements of net position provide information about the Commission at year-end, while the statements of revenues,
expenses, and changes in net position present the results of the business activities over the course of the fiscal year.
Information is provided about how net position changed during the year. This statement measures the success of the
Commission’s operations over the past year and can be used to determine whether the Commission has successfully
recovered all its costs through its user charges and fees, profitability and credit worthiness.

The statements of cash flows provide information about the Commission’s cash receipts, cash payments and changes in cash
resulting from operations, investments, and noncapital financing activities as well as capital and related financing activities.
From the statements of cash flows, the reader can obtain comparative information on the source and use of cash and the
change in the cash balance for each of the last two fiscal years.

The notes to the financial statements provide required disclosures and other information that are essential to a full
understanding of material data provided in the statements. The notes present information about the Commission’s accounting
policies, significant account balances and activities, material risks, obligations, commitments, contingencies and subsequent
events, if any. Supplementary information such as debt service coverage is also provided.

The basic financial statements were prepared by the Commission’s staff from the detailed books and records of the
Commission. The basic financial statements were audited and adjusted, if material, during the independent external audit
process.



Financial Analysis

The following comparative condensed financial statements and other selected information serve as the key financial data and

indicators for management, monitoring and planning.

Condensed Financial Statements
Condensed Statement of Net Position

Assets
Current Assets and restricted assets
Noncurrent assets:

Capital assets, net of depreciation
Total Assets

Deferred Outflow of Resources
Deferred Pension Charge
Total Deferred Outflows of Resources

Total Assets and Deferred Outflow of
Resources

Liabilities

Current Liabilities

Liabilities payable from restricted assets
Noncurrent liabilities

Total Liabilities

Deferred Inflows of Resources
Deferred Pension Costs
Total Deferred Inflows of Resources

Net Position

Investment in Capital Assets

Restricted

Unrestricted Reserve: Debt Service
Unrestricted Reserve: Plant Improvement
Unrestricted

Total Net Position

Total Liabilities and Net Position

June 30, June 30, Variance % Increase/
2021 2020 $ Change Decrease
$ 27,220,637 $ 10,840,501 $ 16,380,136 60.18% Increase
28,389,303 27,129,954 1,259,349 4.44% Increase
55,609,940 37,044,924 17,639,485 31.72% Increase
320,555 222,085 98,470 30.72% Increase
320,555 222,085 98,470 30.72% Increase
55,930,495 38,192,540 17,737,955 31.71% Increase
151,919 94,728 57,191 37.65% Increase
306,384 2,024 304,360 99.34% Increase
17,941,554 3,237,813 14,703,741 81.95% Increase
18,399,857 3,334,565 15,065,292 81.88% Increase
192,542 57,255 135,287 70.26% Increase
192,542 57,255 135,287 70.26% Increase
26,883,884 25,859,954 1,023,930 3.81% Increase
547,044 612,377 (65,333)  (11.94)% Decrease
118,560 118,560 0 0.00% N/A
347,050 347,050 0 0.00% N/A
8,811,558 7,862,779 948,779 10.77% Increase
36,708,096 34,800,720 1,907,376 5.20% Increase
$ 55,300,495 $ 38,192,540 $17,107,955 30.94% Increase




Financial Analysis — (Continued)

Condenses Financial Statemnts

Condensed Statement of Revenues, Expenses, and Changes in Net Assets

Operating Revenue
Water, sales and service
Wastewater, sales and service
Other operating revenues
Total Operating Revenues
Operating Expenses
Expenses before depreciation
Depreciation
Total Operating Expenses
Operating Income
Non-operating Revenue (Expenses), Net

Income Before Capital Contributions

Capital Contributions

Depreciation on Assets Acquired with
Proceeds from Federal Grants

Total Capital Contributions

Change in Net Position

Net Position, Beginning of Year

Assets Released from Restriction

Net Position, End of Year

General Trends and Significant Events

June 30, June 30, Variance % Increase/
2021 2020 $ Change Decrease
$ 3,052,464 $ 3,117,995 $ (65,531) (2.15)%  Decrease
2,842,531 2,616,835 252,696 7.94%  Increase
927,917 521,331 406,586 43.82%  Increase
6,822,912 6,256,161 566,751 8.31%  Increase
3,148,451 2,964,796 183,655 5.83%  Increase
1,502,716 1,477,891 24,825 1.65%  Increase
4,651,167 4,442,687 208,480 4.48%  Increase
2,171,745 1,813,474 358,271 16.50%  Increase
(264,369) 204,595 (468,964) (177.39)%  Decrease
1,907,376 2,018,069 (110,693) (5.80)%  Decrease

0 0 0 0.00% N/A

65,333 65,333 0 0.00% N/A

65,333 65,333 0 0.00% N/A
1,972,709 2,083,402 (110,693) (5.61)%  Decrease
34,800,720 32,782,651 2,018,069 5.80%  Increase

(65,333) (65,333) $0 0.00% N/A
$ 36,708,096 $ 34,800,720 $ 1,907,376 5.20%  Increase

Water sales and services decreased by (2.15) % and wastewater sales and services increased by 7.94%. The decrease in water
sales and services was due, in part, by the slight decrease in usage during the fiscal year. The increase in other operating
revenue was due to the impact fees collected for the fiscal year.

Financial Condition

Total assets increased by $17,737,955, or 31.71%, as a result of increases in cash from new bond issued during the year.
Restricted net assets decreased by $65,334, or 11.94%, and unrestricted net assets increased by $948,779 or 10.77%.

Results of Operations

Operating Revenues: The majority of the Commission’s operating revenue comes from water and wastewater sales and
service. A smaller portion of the revenue is made up of other operating revenue that consists of impact fees, tap fees, new
customer charges, rental income, penalty charges, fireline charges, operating interest income and some miscellaneous fees.



Results of Operations — (Continued)

Capital Contributions: Effective July 1, 2003, the Commission adopted GASB Statement No. 33, Accounting and
Financial Reporting for Nonexchange Transactions, which became effective for periods beginning after July 1, 2003. The
types of nonexchange transactions the Commission engages in are primarily capital grants and contributed systems. GASB
Statement No. 33 requires governments to recognize capital contributions to proprietary funds as revenues rather than
contributed capital.

Capital contributions collected by the Commission are made up of three components: cash, grant reimbursements and
contributed systems. The first component, cash, comes from various fees such as impact, tap and change-in-use. Water and
wastewater tap fees are charged at the time of application for service to recover the costs to install the service. Impact fees
are charged to recover the cost associated with expansion of major components of the water and wastewater systems.
Change-in-use fees are charged to water and wastewater customers who require increased water and wastewater flow
capacity. The second component is from grant reimbursements from other governments and the third component is from
systems usually contributed by developers or other governments.

Expenses: The Commission operates the Isle of Palms Reverse Osmosis Water Treatment Plant which treats groundwater
with a finished water capacity of 1.2 million gallons per day (MGD). The Commission also has the ability to purchase 1.5
million gallons per day (MGD) of surface water from Charleston CPW for a total delivery capacity of 2.7 million gallons per
day (MGD). The Commission owns and operates two wastewater treatment facilities; Wild Dunes and Forest Trails.
Combined permitted capacity is 1.37 million gallons per day (MGD).

Total operating expenses of the Commission increased by $208,180 in fiscal year 2021 with personnel services accounting
for 29.5% of total operating expenses. For fiscal year 2020, personnel services accounted for 26% of total operating
expenses. Increases in operating expenses were due primarily to changes in personnel services related to salaried and

benefits. Additionally, pension costs increased due to the continued implementation of GASB 68/71.

Total operating expenses for water and wastewater operations for the last two years are listed below.
2021 & 2020 Operating Expenses

June 30, % of June 30, % of  Variance %

2021 Total 2020 Total $ Change
Amortization 14,133 0.3% 14,132 0.3% $1 0.01%
Bad debt Expense 0 0.0% 0 0.0% $0 0.0%
Depreciation 1,502,716  32.3% 1,477,891  33.3%  $24,825 1.68%
DHEC Fees 70,077 1.5% 38,897 0.9%  $31,180 80.16%
Insurance 81,929 1.8% 103,352 2.3%  $(21,423) (20.73)%
Lab expenses 79,511 1.7% 68,166 1.5%  $11,345 16.64%
Office expenses and supplies 33,521 0.7% 39,301 0.9%  $(5,780) (14.71)%
Other operating expenses 132,242 2.8% 104,589 2.4%  $27,653 26.44%
Personnel services 1,373,315 29.5% 1,153,865 26.0% $219,450 19.02%
Professional and contracted services 224,332 4.8% 200,987 4.5% $23,345 11.62%
Purchased water - Charleston CPW 287,582 6.2% 323,299 7.3% $(35,717) (11.05)%
Repairs and maintenance 494,586  10.6% 566,269  12.7% $(71,683) (12.66)%
Telephone 63,623 1.4% 62,519 1.4% $1,104 1.77%
Utilities 186,749 4.0% 201,480 4.5% $(14,731) (731)%
Vehicle expenses 56,427 1.2% 44,761 1.0% $11,666 26.06%
Water/sewer chemicals and supplies 50,424 1.1% 43,179 1.0% $7,245 16.78%
Total Operating Expenses $4,651,167 100% $4,442,687 100% $208,480 4.69%




Rate Covenant

The Commission has covenanted to maintain rates and charges for our products and services which at all times shall be
sufficient to pay operation and maintenance expense to keep the system in good repair and working order, to provide for the
punctual payment of the principal and interest on all outstanding debt, to maintain the required amounts in the debt service
and debt service reserve accounts, to build and maintain a reserve for depreciation for contingencies and improvements, and
to discharge all obligations imposed by the bond ordinance. The Commission has further covenanted to collect rates and
charges which, together with other income, will reasonably yield annual net earnings of at least 125% of the annual principal
and interest requirement. The net earnings available for debt service for fiscal year 2021 and 2020 was 276% and 547% of
the annual principal and interest requirement, respectively.

Capital Assets and Long-Term Debt

At June 30, 2021, the Commission had $16.69 million in bonds outstanding versus $1.27 million at June 30, 2020, a increase
of 1,313%. This was attributable to a new bond issued during the fiscal year in the amount of $16 million to be used for a
construction of a new water treatment center, as well as paying down the original bond from 2012. The Commission
continues to carry credit ratings of Aa2 by Moody’s. These credit ratings did not change for the fiscal year 2021. At June
30, 2021, the Commission had $53.4 million invested in a broad range of capital assets including buildings, water and sewer
lines, and water and sewer treatment plants. This amount represents a net increase (including additions and deletions) of
$2,762,065, or 5.5%, over June 30, 2020.

Historical Operating Results and Coverage

Below are the historical operating results of the System for the fiscal years 2017 through 2021, together with the debt service coverage in
each year.

2017 2018 2019 2020 2021

Operating Revenues $ 5,700,796 $ 5,781,595 $ 6,306,404 $ 6,256,161 $ 6,822,912
Non-Operating Revenues 44,162 109,948 185,161 246,324 32,669
Total Revenues $ 5744958 § 5891543 $ 6,491,565 $ 6,502,485 $ 6,855,581
Operating Expenses $ 2,610323 $ 2765680 $ 3,043,794 $ 2950,664 $ 3,445489
(Excludes Depreciation)

Net Revenues Available $ 3,134635 § 3,125863 $ 3,447,771 $ 3,551,821 $ 3,410,092
For Debt Service

Debt Service Requirements $ 949,332 $ 995,450 $ 994,725 $ 649,100 $ 1,233,422
Debt Service Coverage 330% 314% 347% 547% 276%

General Statistics — Water System

The System has water meters for each customer. The table below presents the total annual and average monthly metered
usage for the residential, commercial and irrigation customers for fiscal year ended June 30, 2021.

Annual Water

Number of Usage Use/Cust Classes of

Customers (Gallons) Gal/Month Customers
Residential 3,866 271,092,700 5,844 80.7%
Commercial 124 26,630,400 17,885 2.6%
Irrigation and Pool 705 103,817,000 12,276 14.7%
Firelines 96 - - 2.0%
Total 4,791 411,819,000 36,005 100%

The average residential usage for the System in fiscal year 2021 was 5,844 gallons per month.



General Statistics — Water System —(Continued)

Water Flow Rates

The total water flow for the System for the fiscal year 2021 was 464.0 million gallons, and the average daily flow was 1.271
million gallons. The table below sets forth the total annual meter flow and the average daily meter flow in millions of gallons
per day (“MGD”) for the fiscal years 2014 — 2020.

Year Total Pumped (MG) Average Daily Flow (MGD)
2015 432.6 1.185
2016 428.2 1.170
2017 452.0 1.238
2018 427.4 1.171
2019 435.5 1.193
2020 4344 1.187
2021 464.0 1.271

General Statistics — Sewer System

Wastewater Flow Rates

The total wastewater flow for the System for the fiscal year 2021 was 189.243 million gallons, and the average daily flow
was 0.519 million gallons. The maximum daily flow does not exceed the rated hydraulic capacity. The system’s current
permitted capacity is 1.37 MGD. The table below sets forth the total wastewater flow and the average daily wastewater flow
for calendar years 2015 through 2021.

Year Total Flow (MG) Average daily Flow (MGD)
2015 190.096 0.521
2016 195.823 0.535
2017 181.056 0.496
2018 183.756 0.503
2019 174.658 0.479
2020 174.422 0.490
2021 189.243 0.519

Other Potentially Significant Matters

FEMA Grant Award — The Commission was awarded a $2,250,000 FEMA grant, after the June 30, 2018 fiscal year, to
assist with the demolition, flood proofing, and consolidation of the Wild Dunes Wastewater Treatment Facility with the
new Forest Trails Wastewater Treatment Facility. This project is now underway. FEMA has also indicated that
additional funding may become available. On August 31, 2021 a portion of grant revenue in the amount of $70,460 was
received.

AMI Water Metering System — The Commission will begin converting its AMR metering system to an AMI system,
which will allow the Commission to monitor water usage hourly at each meter. This project should be completed by end
of fiscal year ending 2022.

Administration Operational Efficiency — The Commission completed the implementation of an update to the financial
software, GIS and work order system in November 2021.

Bond 2020 Proceeds — On October 29, 2020, The Commission received bond proceeds of $14,770,000 and premium of
$1,348,938.70 for a total of $16,118,938.70 for construction on the Forest Trail Wastewater Plant Consolidation.

Rate Study - The Commission is currently working with a rate consultant who has reviewed how customers are charged
and will soon be proposing a rate structure to confirm that the Commission will be on solid financial footing to proceed
with planned large capital improvements. Additionally, the rate consultant reviewed the cost allocation methodology that
is currently implemented at the Commission. The information provided by the consultant will be used to make any
necessary adjustments to rates, fees, as well as cost allocations.

Fixed Asset Acquisition — The Commission approved the purchase of vacant lot for a future wastewater pump station.




Final Comments
This financial report is designed to provide a general overview of the Commission’s finances for all those interested.

Questions concerning any of the information provided in this report, or requests for additional financial information, should
be addressed to the Comptroller, Commission of Public Works, P. O. Box 528, Isle of Palms, South Carolina 29451.

10



ISLE OF PALMS WATER AND SEWER COMMISSION

STATEMENTS OF NET POSITION

AS OF JUNE 30, 2021 AND 2020

EXHIBIT 1

2020

9,717,052
371,016
608,156

62,529
81,748
27,129,954

37,970,455

222,085

222,085

2,024
94,728
1,894,983

630,000
712,830

3,334,565

57,255

2021

ASSETS

Cash and Cash Equivalents $ 25,989,253

Cash and Cash Equivalents - Restricted 412,476

Accounts Receivable 697,911

Inventories 75,774

Prepaid Expenses 45,223

Capital Assets, Net of Accumulated Depreciation (Note 7) 28,389,303
TOTAL ASSETS 55,609,940
DEFERRED OUTFLOWS OF RESOURCES

Deferred Pension Charge 320,555
TOTAL DEFERRED OUTFLOWS OF RESOURCES 320,555
LIABILITIES

Accounts Payable 31,643

Accrued Interest Payable 306,384

Accrued Paid Time Off/Vacation Payable 120,276

Net Pension Liabilities 1,881,812

Long-TermObligations:

Due Within One Year 640,000
Due in More Than One tear 16,049,742

TOTAL LIABILITIES 19,029,857
DEFERRED INFLOWS OF RESOURCES

Deferred Pension Credits 192,542
TOTAL DEFERRED INFLOWS OF RESOURCES 192,542
NET POSITION

Investment in Capital Assets 26,883,884

Restricted (Note 9) 547,044

Unrestricted Reserve: Debt Service (Note 10) 118,560

Unrestricted Reserve: Plant Improvement (Note 10) 347,050

Unrestricted (Note 10) 8,811,558
TOTAL NET POSITION $ 36,708,096

57,255

25,859,954
612,377
118,560
347,050

7,862,779

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

34,800,720
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ISLE OF PALMS WATER AND SEWER COMMISSION

STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN NET POSITION
AS OF JUNE 30, 2021 AND 2020

OPERATING REVENUE
Residential Sale of Water
Residential Sale of Sewer
Commercial Sale of Water
Commercial Sale of Sewer
Other Operating Revenues

TOTAL OPERATING REVENUE
OPERATING EXPENSES (SCHEDULE 1)
OPERATING INCOME
NONOPERATING REVENUE (EXPENSE)
Interest Income
Gain (Loss) on Sale of Fixed Assets
Debt Service - Interest
Debt Service - Service Charge
TOTAL NONOPERATING REVENUE (EXPENSE)
INCOME BEFORE CAPITAL CONTRIBUTIONS

Depreciation on Assets Acquired with Proceeds from
Federal Grants

TOTAL CAPITAL CONTRIBUTIONS

CHANGE IN NET POSITION

NE AS PREVIOUSLY REPORTED
Assets Released From Restrictions

TOTAL NET POSITION, END OF YEAR

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

EXHIBIT 2
2021 2020
$ 2,848,158 $ 2,939,608
2,564,840 2,255,009
204,306 178,387
277,691 361,826
927,917 521,331
6,822,912 6,256,161
4,651,167 4,442,687
2,171,745 1,813,474
18,469 151,435
14,200 94,889
(297,038) (41,729)
(264,369) 204,595
1,907,376 2,018,069
65,333 65,333
65,333 65,333
1,972,709 2,083,402
34,800,720 32,782,651
(65,333) (65,333)
$ 36,708,096 $ 34,800,720
12



ISLE OF PALMS WATER AND SEWER COMMISSION

STATEMENTS OF CASH FLOWS
AS OF JUNE 30, 2021 AND 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Customers $
Cash Paid to Suppliers and Employees

NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition and Construction of Capital Assets
Proceeds from Issuance of Bonds
Principal Paid on Bond Obligations
Interest Paid on Bond Obligations

NET CASH PROVIDED (USED) BY CAPITAL AND
RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Investment Income

NET CASH PROVIDED (USED) BY
INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT JULY 1, 2020

CASH AND CASH EQUIVALENTS AT JUNE 30, 2021 $

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

EXHIBIT 3
2021 2020
6,822,912 $ 6,256,161
(2,947,176) (3,036,097)
3,875,736 3,220,064
(2,762,445) (1,386,206)
16,118,939 -
(640,000) (955,000)
(297,038) (41,729)
12,419,456 (2,382,935)
18,469 151,435
18,469 151,435
16,313,661 988,564
10,088,068 9,099,504
26,401,729 $ 10,088,068
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ISLE OF PALMS WATER AND SEWER COMMISSION EXHIBIT 3
STATEMENTS OF CASH FLOWS
AS OF JUNE 30, 2021 AND 2020
2021 2020
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating Income (Loss) $ 2,171,745 $ 1,813,474
Adjustments to Reconcile Net Operating Income
(Loss) to Net Cash Provided (Used) by Operating Activities:
Depreciation 1,502,716 1,477,891
Amortization 14,133 14,132
(Increase) Decrease in Accounts Receivable (89,755) (16,076)
(Increase) Decrease in Prepaid Expenses 36,525 (46,382)
(Increase) Decrease in Inventories (13,245) 3,410
Increase (Decrease) in Accounts Payable 31,643 (43,547)
Increase (Decrease) in Other Accrued Liabilities 304,360 -
Increase (Decrease) in Paid Time Off 25,548 17,162
Total Adjustments 1,811,925 1,406,590
NET CASH PROVIDED BY OPERATING ACTIVITIES 3,983,670 3,220,064
RECONCILIATION TO BALANCE SHEETS
Unrestricted Cash and Cash Equivalents 25,989,253 9,717,052
Restricted Cash and Cash Equivalents 412,476 371,016
TOTAL CASH AND CASH EQUIVALENTS $ 26,401,729 $ 10,088,068
The accompanying notes are an integral part of these financial statements. 14



ISLE OF PALMS WATER AND SEWER COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 1. DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES
Description of Entity

The Commissioners of the Isle of Palms Water and Sewer Commission (the Commission) was created and empowered by
the City of Isle of Palms, South Carolina (the City) and the State of South Carolina in 1992 under South Carolina Code of
Laws section 5-31-210. The City of Isle of Palms voters elect five Commissioners who govern the Commission. The
Commissioners have six-year staggered terms.

The Commission will continue to have a fiscal dependency upon the City of Isle of Palms, requiring the City to approve all
debt issuance and grants, however, there is no financial benefit or burden of relationship. Based on accounting standards,
the Commission is not a component unit of the City.

Significant Accounting Policies:
Basis of Presentation and Accounting

The Commission’s financial statements are presented on the full accrual basis of accounting in accordance with accounting
principles generally accepted in the United States of America (GAAP). The Commission applies all relevant Government
Accounting Standards Board (GASB) pronouncements.

All activities of the Commission are accounted for within a single enterprise fund. The accounting and financial reporting
treatment applied to the Commission is determined by its measurement focus. The transactions of the Commission are
accounted for on a flow of economic resources measurement focus. With this measurement focus, all assets and all
liabilities associated with the operations are included on the Statement of Net Position. Net Position (total assets and
deferred outflows less total liabilities and deferred inflows) is segregated into three classes: net investment in capital assets,
restricted, and unrestricted. The Operating Statement (Statements of Revenues, Expenses, and Change in Net Position)
present increases (revenues and capital contributions) and decreases (expenses) in net position.

The GASB standards require the presentation of a Management’s Discussion and Analysis, which precedes the basic
financial statements.

The Commission has established criteria for determining the scope of the reporting entity for financial statement
presentation, in accordance with GASB standards. Accordingly, an accountability perspective has been the basis for
defining the financial reporting entity. These financial statements present the government and all activities for which the
Commission is accountable.

Budgetary Accounting

The Commission adopts an annual operating budget, which includes capital expenditures. The operating budget analyzes
the Commission’s plans to receive and disburse funds for expenses incurred for operation, maintenance, capital outlay for
certain administrative and general functions, certain interest, and other charges for the fiscal year. All unexpended and
unencumbered appropriations remaining in the budget lapse at the end of the fiscal year. Until the accomplishment or
abandonment of the purpose of an appropriation for a capital project, the appropriation does not lapse. Budgets are adopted
on a basis which approximates generally accepted accounting principles, except that the budgetary basis includes
depreciation expense and identifies debt service payments and capital expenditures as uses or expenses and contributed
capital as revenues. The approach used in the Commission’s rate making model is consistent with the budgetary basis of
accounting.

(Continued on Next Page)
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ISLE OF PALMS WATER AND SEWER COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 1. DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)
Cash and Cash Equivalents, Deposits and Investments, and Related Restrictions

Cash and cash equivalents, for purposes of the Statement of Cash Flows, include restricted and unrestricted cash on hand or
on deposit, certain bank money market funds, interest in the State’s Treasurer’s Pool, repurchase agreements, and
investments with an original maturity of three months or less.

The Commission is permitted to invest through various investment advisors in a pool managed by the South Carolina
State Treasurer, certificates of deposit, repurchase agreements, guaranteed insurance contracts and U.S. or State of
South Carolina general obligations. It is the Commission's policy to only invest in these permitted instruments.
Investments are stated at fair value, equal to the value of shares in the above-mentioned pool. 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 per share.

Fair Value Measurements

The Commission 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; and Level 3 inputs are significant unobservable inputs. Gains or losses that result from market
fluctuation are reported in the current period. As of June 30, 2021, all of the Commission's investment in the South
Carolina Local Government Investment Pool (SCLGIP), an investment pool, is valued using significant other
observable inputs (Level 2 inputs).

Restricted asset accounts are established to account for assets reserved for specific purposes. Certain construction and
capital project accounts, and debt service fund accounts are reserved and restricted by certain bond ordinance and
state revolving fund (SRF) loan agreements. Capacity (impact) fees are restricted by State legislation. The restricted
capital projects accounts represent 1) impact fees charged to new customers to recover the costs associated with
unutilized capacity or to build new capacity, 2) special assessments to provide capital improvements, 3) unspent bond
and revolving loan proceeds for capital purposes, 4) related investment income on such accounts and 5) other
customer contributions for which related capital assets have not been funded.

Reserve/restricted funds may to be established at the discretion of the Commissioners from time to time. The action
establishing such reserve funds will define the restricted/unrestricted nature of the fund, the segregation of the fund,
the use and disbursement policy, the accounting and management of the fund, and the inclusion or exclusion of the
fund balance towards any fund balance goal. The Commission has established the following reserve/restricted funds:
capital reserve, impact fee reserve, medical reserve, customer security deposit, and maintenance bond deposit funds.

Accounts Receivable and Charge-Off

Customer receivables represent various volume, availability, impact and special assessment service fees earned but
not yet collected. Unbilled (cycle billings) receivables at year end are estimated to record revenues earned through
year end. Receivables are reported net of applicable allowances for uncollectible accounts and bad debt expense. Bad
debt expense in the amount of $0 and $0 were written off in 2021 and 2020, respectively.

Inventory

Inventories consist of construction material, repair parts, and chemicals. Materials and supply inventories held for use
are stated at cost.

Bond Issue Costs
Bond issue costs consist of the Underwriter’s Discount Fee, insurance premium on policy guaranteeing payment of the

bonds, payments for legal services, payments to rating services for rating the bonds, and various other costs directly
associated with the issuance of the revenue bonds.

(Continued on Next Page)
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ISLE OF PALMS WATER AND SEWER COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 1. DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES — (CONTINUED)
Accumulated Unused Paid Time Off

The Commission’s policy is to allow employees to accumulate unused paid time off benefits up to a maximum of 464
hours.

Claims and Judgments
The Commission records these activities and obligations on the accrual basis when the event occurs and obligation arises.
Property, Plant, and Equipment

Property, plant, equipment, and capacity purchases are classified as capital assets and are recorded at cost, if
purchased or constructed, and the cost exceeds $5,000. Assets acquired through contributions from developers or
other entities are capitalized at their acquisition value, if available, or at an engineer's estimated fair value, or cost to
construct at the date of the contribution. Costs of studies that directly result in specific construction projects are
capitalized. Computer software developed or acquired for internal use, is capitalized and depreciated over anticipated
useful life.

Interest costs during construction are capitalized for qualified property. Interest costs of tax-exempt borrowings are
capitalized net of related investment earnings on the proceeds. Interest is not capitalized on assets acquired or
constructed with gifts and grants (contributions, special assessments) that are restricted by the donor or grantor to
acquisition of those assets.

Losses from impairments of capital assets are recognized for capital assets no longer used or damaged, or for which
their service utility is significantly diminished. Insurance recoveries, which are received or certain as to recovery, are
offset against such impairment losses.

Certain repair, maintenance, studies and other expenses funded by the capital budget, which do not meet the
requirements for capitalization, are presented in the Statements of Revenues, Expenses, and Changes in Net Position as
repairs and maintenance funded by the capital budget.

Assets are depreciated on the straight-line method. Depreciation is calculated using the following estimated useful
life: utility plant and systems, excluding equipment, 20-60 years; water capacity rights, if no contract life, 20-40
years; buildings 30-40 years; site improvement 20-30 years; utility plant equipment and tools 2-20 years; generators
5-25 years; computers 2-15 years, furniture and fixtures 3-30 years; and vehicles 5-10 years.

Years
Buildings 10-30
Water System 50
Sewer System 50
Vehicles, Furniture and Equipment 5-10

Revenue Recognition and Rate Structure

The Commission recognizes revenues from services on the accrual basis and as earned. Water and sewer services are
supplied to customers under a rate structure designed to produce revenues adequate to provide for operating and
maintenance costs, depreciation expense on capital replacement assets, certain debt service and capital costs related to non-
replacement assets.

(Continued on Next Page)
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ISLE OF PALMS WATER AND SEWER COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 1. DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)
Risk Management

The Commission pays premiums to the South Carolina Insurance Reserve Fund and State Accident Fund to cover risks that
may occur during operation. The risks of loss to which the Commission is exposed include loss of property, general tort
liability and workmen’s compensation claims. The South Carolina Insurance Reserve Fund is self-sustaining through
member premiums and reinsured in the commercial market for property losses.

Use of Estimates

Preparation of the Commission’s financial statements, in conformity with generally accepted accounting principles, requires
management to make estimates and assumptions that affect the 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 income and expenses
during the reporting period. Actual results could differ from those estimates.

Deferred Outflows/Inflows of Resources

In addition to assets, the Statements of Net Position will sometimes report a separate section for deferred outflows of
resources. This separate financial statement element, deferred outflows of resources, represents a consumption of net
position that applies to future period(s) and so will not be recognized as an outflow of resources (expense) until then. The
Commission’s deferred loss on refunding qualifies for reporting in this category and results from the difference in carrying
value of the refunded debt and its reacquisition price. This amount is deferred and amortized over the shorter of the life of
the refunded or refunding debt. In addition, three items relating to the Commission’s Retirement Plan qualify for reporting
in this category and are combined in the Statements of Net Position under the heading “Deferred Pension Charge”. The first
item, experience losses, results from periodic studies by the actuary of the Retirement Plan, which adjust the net pension
liability for actual experience for certain trend information that was previously assumed, for example the assumed dates of
retirement of plan members. These experience losses are recorded as deferred outflows of resources and are amortized into
pension expense over the expected remaining service lives of the plan members. The second item, differences between
projected investment return on pension investments and actual return on those investments, is deferred and amortized
against pension expense over a five-year period, resulting in recognition as a deferred outflow of resources. Additionally,
any contributions made by the Commission to the pension plan before year-end but subsequent to the measurement date of
the Commission’s net pension liability are reported as deferred outflows of resources.

In addition to liabilities, the Statements of Net Position will sometimes report a separate section for deferred inflows of
resources. This separate financial statement element, deferred inflows of resources, represents an acquisition of fund
balance that applies to future period(s) and so will not be recognized as an inflow of resources (revenue) until that time.
Two items relating to the Commission’s Retirement Plan qualify for reporting in this category and are combined in the
Statements of Net Position under the heading “Deferred Pension Credits”. The first item, experience gains, results from
periodic studies by the actuary of the Retirement Plan, which adjust the net pension liability for actual experience for
certain trend information that was previously assumed. The second item results from changes in the proportionate share and
differences between employer contributions and the proportionate share of total plan employer contributions. Both of these
items are recorded as deferred inflows of resources and are amortized into pension expense over the expected remaining
lives of the plan members.

Net OPEB Liability

For purposes of measuring the net OPEB (other postemployment benefits) liability, deferred outflows of resources
and deferred inflows of resources related to OPEB, and OPEB expense, the information about the fiduciary net
position of the Isle of Palms Water and Sewer Commission OPEB Plan and additions to/deduction from the OPEB
Plan's fiduciary net position have been determined on the same basic as they are reported by the OPEB Plan. For this
purpose, the Commission recognizes benefit payments when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

(Continued on Next Page)
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ISLE OF PALMS WATER AND SEWER COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 1. DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)
Net Pension Liability

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of the South Carolina
Retirement System (SCRS) and additions to/deductions from SCRS 's fiduciary net position have been determined on
the same basis as they are reported by SCRS. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms. Investments are reported at
fair value.

Net Position Classification

Net position is classified and displayed in three components within the Statements of Net Position.
These three classifications are as follows:

Net Investment in Capital Assets Component of Net Position—This component of net position consists of capital assets,
net of accumulated depreciation and reduced by any debt outstanding against the acquisition, construction or improvement
of those assets. Deferred outflows of resources and deferred inflows of resources that are attributable to the acquisition,
construction, or improvement of those assets or related debt is included in this component of net position.

Restricted Component of Net Position—This component of net position consists of restricted assets reduced by liabilities
and deferred inflows of resources related to those assets.

Unrestricted Component of Net Position—This component of net position is the net amount of the assets, deferred
outflows of resources, liabilities, and deferred inflows of resources that are not included in the determination of the net
investment in capital assets or restricted component of net position.

Capital Contributions

Contributions include impact fees, developer contributions of systems, and other capacity and supplemental support
by other utilities and governments. Impact fees represent charges against new development to recover capital costs
previously incurred for available system capacity or to develop new service capacity. Developers contribute
completed systems they have constructed under state and local guidelines. Developers generally do not desire and are
not permitted to operate water and wastewater systems. Contributed capital is recorded at acquisition value.

Impact fees and developer contributions of systems represent imposed nonexchange transactions and voluntary
nonexchange transactions, respectively. Impact fees are recognized in the Statements of Revenues, Expenses, and
Changes in Net Position when legally enforceable or probable of legal enforcement, or if no restrictions, when use of
the resources is first permitted. Impact fees received from developers and commercial entities are permitted to be used
upon receipt, and subject to refund prior to initiation of construction. Accordingly, impact fees are recognized in the
financial statements upon receipt. An allowance is recorded in anticipation of refunds, when applicable. Historically,
refunds of impact fees have been negligible and assessed as highly remote.

Significant New Accounting Standards Adopted — Change in Accounting Principle

Statement No. 87, Leases was issued in June 2018 and is effective for the first reporting period beginning after June
15, 2021 (fiscal year ending June 30, 2022). This Statement increases the usefulness of government's financial
statements by requiring recognition of certain lease assets and liabilities that previously were classified as operating
leases and recognized as inflows of resources or outflows of resources based on the payment provision of the
contract. It establishes a single model for lease accounting based on the principle that a lease is the financing of the
right to use an underlying asset.

(Continued on Next Page)
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ISLE OF PALMS WATER AND SEWER COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 1. DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)
Significant New Accounting Standards Adopted — Change in Accounting Principle — (Continued)

Statement No. 89, Accounting for Interest Costs Incurred Before the End of a Construction Period was issued in
June 2018 and is effective for reporting periods beginning after December 15, 2020 (fiscal year ending June 30, 2022)
The standard eliminated the requirement/ability to capitalize construction period interest costs as part of the cost of a
capital asset in enterprise funds. This standard should be applied prospectively.

These Statement is being evaluated for their impact on the future financial reporting of the Commission.
NOTE 2. FUNDS CREATED IN ACCORDANCE WITH BOND RESOLUTION

The Water and Sewer System Bond Resolution adopted by the City of Isle of Palms authorized the issuance of Water and
Sewer Revenue bonds aggregating $36,255,602. The resolution provided for the establishment and operation of the
following funds held by the Commission unless otherwise stated:

Operation and Maintenance Fund - Revenues derived and used from the System are to pay the cost and expenses of
operating and maintaining the System.

Revenue Fund - Deposits all revenues.

The Debt Service Fund - A Commission designated trustee holds this fund. The fund provides solely for the payment of
the principal of redemption premium, if any, and interest on each series of bonds as the same respectively falls due.

The Debt Service Reserve Fund - A trustee designated by the Commission holds this fund. Monies used in this fund are
as follows:
e To prevent a default in the payment of, the principal of, or interest on each series of bonds, due to the fact that
monies in the Debt Service Fund are insufficient for such purposes.
e To pay the principal of, interest on, and redemption premium, if any, of the bonds in the event that all outstanding
bonds be redeemed as a whole.
e To effect partial redemption of the bonds, provided that such redemption is undertaken in accordance with the
provisions of the ordinance permitting a partial redemption of bonds and the balance remaining in the Debt Service
Reserve Fund following such partial redemption shall not be less than the reserve fund requirement.
e To effect the retirement of bonds through purchase under the conditions herein prescribed.

Capital Improvement Fund - The use of these monies are solely for the purpose of:
e Restoring or replacing depreciated or obsolete properties of the System.
e The payment of costs of improvements, betterment, and extensions to the System other than those necessary to
maintain the System in good repair and working order.
e The payment of extraordinary maintenance and repairs provided, however, if necessary, monies in the Capital
Improvements Fund may be used to fund any deficiency in the Debt Service Fund or Debt Service Reserve Fund
and be used for any of the purposes for which such Funds were established.

Rebate Fund - The fund itself and the amounts deposited therein shall not be subject to a security interest, pledge,
assignment, lien or charge in favor of the Commission or any holder of a bond. The Commission shall deposit in the Rebate
Fund within 60 days after the end of any bond year an amount such that the amount held in the Rebate Fund after deposit is
equal to cumulative rebate amount. The amount deposited in the Rebate Fund shall be made from the revenues of the
Commission to the extent monies are available.

Construction Fund - A custodian holds this fund. The monies used in the Construction Fund shall be to defray the cost of
the project and to pay any sort of acquisition and construction with respect to the facilities so financed.

(Continued on Next Page)
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ISLE OF PALMS WATER AND SEWER COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 2. FUNDS CREATED IN ACCORDANCE WITH BOND RESOLUTION - (CONTINUED)

Contingency Fund - Monies in the Contingency Fund are to build up a reasonable reserve for improvements, betterment,
and extensions to the System other than the expenses which are reasonably necessary to maintain the System in good repair
and working order, and to defray the cost of unforeseen contingencies.

NOTE 3. CASH DEPOSITS AND INVESTMENTS
Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Commission's deposits may not be returned. The
Commission's policy is to request collateral for all bank deposits in excess of insured amounts, excepting
uncollateralized amounts up to $250,000 per custodian with major banking institutions with high credit rating and
primary financial indicators with federal and state regulator limits. There is no limit placed on the maximum amount
deposited with one institution. As of June 30, 2021, and 2020 all deposit accounts are collateralized.. The carrying
balances of deposits at June 30, 2021 and 2020 were $1,701,896 and $594,124 with corresponding bank balances of
$17,222,234 and $670,375 respectively.

2021 2020
Carrying Balance $ 17,222,677 $ 594,124
Corresponding Bank Balances $ 17,222,234  $ 670,375

Investments

For an investment, custodial credit risk is the exposure that a counterparty fails, absent collateral, the Commission is
unable to recover its investment value. The Commission has no policy restricting the amounts, or percentages of
investments that may be invested in authorized investments. Investments at June 30, 2021 and 2020 were respectively
comprised of $9,141,122 and $9,122,677 funds held by the State Treasurer's Local Government Investment Pool, and
$412,75 and $371,016 funds held by US Bank for debt service. The fair value and cost of these investments were the
same.

The Commission invested certain funds with the South Carolina State Treasurer's Office, which established the South
Carolina Local Government Investment Pool (SCLGIP) pursuant to Section 6-5-10 of the South Carolina Code. The
Pool is an investment trust fund, in which public monies in excess of current needs under the custody of any county
treasurer or any governing body political subdivision of the State may be deposited. The SCLGIP is permitted to
purchase obligations of the United States, its agencies and instrumentalities, and any corporation within the United
States if such obligations bear any of the three highest ratings of at least two nationally recognized rating services.
The investment in the SCLGIP is valued at fair value. The SCLGIP is not rated.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. The risk
is managed within the portfolio using effective duration. Effective duration is a measure of the price sensitivity of a
bond or a portfolio of bonds to interest rates movements given a .50 basis point change in interest rates. It takes into
account that expected cash flows will fluctuate as interest rate changes and provides a measure of risk that changes
proportionately with market rates. The Pool's investment policy requires that the weighted average maturity and
weighted average duration of the actively managed fixed income portfolio should be consistent with the liquidity
requirement of the pool. Information regarding interest rate risk is as follows:

2021 2020
SC Local Government Pool $ 9,141,122 $ 9,122,677
US Bank (Debt Service) 412,475 371,016
Total $ 9,553,597 $ 9,493,693

(Continued on Next Page)
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ISLE OF PALMS WATER AND SEWER COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 4. LONG-TERM OBLIGATIONS

Revenue Bonds

The Commission issues bonds to provide funds for the acquisition and construction of major capital facilities. Revenue
Bonds are directed obligations to be paid solely from revenues derived from operation of the system and pledging the
revenue to such payment.

Details on the Commission’s debt outstanding as of June 30, 2021 are as follows:

Principal Outstanding at
Revenue Bonds Year End

$6,200,000 Revenue Bond Series 2012 issued in October 2012 for cost of facilities and
water treatment plant. Principal is payable annually and interest, at 2% to 3%, semi-
annually. Annual debt service requirements range from approximately $115,000 to
$955,000 through December 2021. $ 640,000

$14,770,000 Revenue Bond Series 2020 issued in October 2020 for cost of facilities and
water treatment plant. Principal is payable annually and interest, at 2% to 5%, semi-

annually. Annual debt service requirements range from approximately $535,000 to
$970,000 through December 2040. 14,770,000

Total Revenue Bonds $ 15,410,000

Interest paid on the debt currently issued by the City is exempt from federal income tax. The Commission sometimes
temporarily reinvests the proceeds of such tax-exempt debt in higher-yielding taxable securities (via the Pool), especially
during construction projects. The federal tax code refers to this practice as arbitrage. Excess earnings (the difference
between the interest on the debt and the investment earnings received) resulting from arbitrage must be rebated to the
federal government. The Commission had no arbitrage liability at June 30, 2021.

Debt Service Requirements to Maturity

Year Ended June 30, Principal Interest Totals
2022 $ 640,000 $ 463,150 $ 1,103,150
2023 535,000 443,750 978,750
2024 560,000 416,000 976,000
2025 590,000 387,250 977,250
2026 620,000 357,000 977,000
2027-2040 12,465,000 2,867,350 15,332,350
Totals $ 15,410,000 $ 4,934,500 $ 20,344,500

Presented below is a summary of changes in long-term obligations for the year ended June 30, 2021:

Due Within
Long-Term Obligations July 1, 2020 Additions Reductions June 30, 2021 One Year
2012 Revenue Bond $ 1,270,000 $ - $ 630,000 $ 640,000 $ 640,000
2020 Revenue Bond -0- 14,770,000 -0- 14,770,000 -0-
Total $ 1,270,000 § 14,770,000 $ 630,000 $ 15,410,000 $ 640,000
Add: Unamortized premium 1,392,532
Less: Unamortized discount (112,791)
Total Reported on Statement
of Net Position $ 16,689,741

(Continued on Next Page)
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ISLE OF PALMS WATER AND SEWER COMMISSION

NOTES TO FINANCIAL STATEMENTS

NOTE 4. LONG-TERM OBLIGATIONS-(CONTINUED)

The Commission incurred interest expense of approximately $297,000 and $42,000, respectively.

NOTE S. PROPERTY, PLANT AND EQUIPMENT

JUNE 30, 2021 AND 2020

A summary of changes in property, plant, and equipment at June 30, 2021 follows:

Nondepreciable
Land
Construction in Progress

Total Capital Assets Not Being
Depreciated

Depreciable
Buildings
Water System
Sewer System
Office Furniture
Trucks and Equipment
Computer System
Communications Equipment
Reverse Osmosis Treatment Facility

Total Capital Assets Being Depreciated
Less: Accumulated Depreciation

Net Depreciable Property Plant and
Equipment

Net Property Plant and Equipment

Balance Balance
July 1, 2020 Increases June 30, 2021

165,203 § 438,506 $ 603,709
767,881 1,163,952 1,931,833
933,084 1,602,458 2,535,542
753,629 111,397 865,026
24,373,174 380,580 24,753,754
20,529,077 592,511 21,121,588
22,651 41,961 64,612
897,080 31,082 928,162
604,789 2,076 606,865
55,275 - 55,275
2,489,196 - 2,489,196
49,724,871 1,159,607 50,884,478
(23,528,001) (1,502,716) (25,030,717)
26,196,870 (343,109) 25,853,761
27,129,954 1,259,349 28,389,303

Depreciation charged to operations was $1,502,716 and $1,477,891 in 2021 and 2020, respectively. The Commission
received monies from both the State of South Carolina and FEMA (See Note 9) to purchase water and sewer lines, ground
storage tank, generators and hurricane shutters. The depreciation on these assets was $65,333 and $65,333 in 2021 and

2020, respectively.

(Continued on Next Page)
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ISLE OF PALMS WATER AND SEWER COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 6. PENSION AND RETIREMENT PLAN

The Commission participates in the State of South Carolina’s retirement plans, which are administered by the 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 Systems and serves as a co-trustee of the Systems 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 and 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 plan, 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 school districts, 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.

* 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 each 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.

(Continued on Next Page)
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NOTE 6. PENSION AND RETIREMENT PLAN — (CONTINUED)
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
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 plans, 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 Commission are required to contribute to the Plans at rates established and as
amended by the PEBA. The Commission’s contributions are actuarially determined, but are communicated to and paid by
the Commission as a percentage of the employees’ annual eligible compensation as follows for the past three years:

SCRS Rates
2019 2020 2021
Employer Rate
Retirement 14.41% 15.41% 15.56%
Incidental Death Benefit 0.15% 0.15% 0.20%
Accidental Death Contributions N/A N/A N/A
Total 14.56% 15.56% 15.71%
Employee Rate 9.00% 9.00% 9.00%
Net Pension Liability

The most recent annual actuarial valuation report adopted by the PEBA Board and Budget and Control Board is as of July
1, 2017. The net pension liability of the System was therefore determined based on the July 1, 2018 actuarial valuations,
using membership data as of July 1, 2018, projected forward to the end of the fiscal year, and financial information of the
pension trust fund as of June 30, 2020, using generally accepted actuarial procedures. Information included in the following
schedules is based on the certification provided by the System’s consulting actuary, Gabriel, Roeder, Smith and Company.

The net pension liability (NPL) is calculated separately for each system and represents that particular system’s total pension
liability determined in accordance with GASB No. 67 less that System’s fiduciary net position. For the year ended June 30,
2020, NPL amounts and the change in NPL amounts for SCRS and PORS are as follows:

Plan Fiduciary
Employer’s Net Position as
Total Plan Fiduciary Net Pension A Percentage of
System Pension Liability Net position Liability(Asset) The Total Pension
SCRS $51,844,187,763 $26,292,418,682 $25,551,769,081 50.7%

At June 30, 2021, the Commissions reported liabilities of approximately $1,881,812 for its proportionate share of the NPLs
for the SCRS Plan. The NPLs were measured as of June 30, 2020, and the total pension liabilities for the Plans used to
calculate the NPLs were determined based on the most recent actuarial valuation report as of July 1, 2017 that was

(Continued on Next Page)
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projected forward to the measurement date. The Commissions’ proportion of the NPLs were based on a projection of the
Commission’s long-term share of contributions to the Plans relative to the projected contributions of all participating South
Carolina state and local governmental employers, actuarially determined. At June 30, 2020, the Commission’s SCRS
proportion was 0.007365 percent, which increased slightly from the prior year.

For the year ended June 30, 2021, the Commission recognized pension expense of approximately $216,000 for the SCRS.
Components of collective pension expense for the year ended June 30, 2021 are presented below:

SCRS
Service cost (annual cost of current service) $ 71,836
Interest on the total pension liability 261,560
Changes in plan benefits -
Plan administrative costs 1,047
Plan member contributions (67,942)
Expected return on plan assets (144,092)
Recognition of current year amortization - Difference between expected 34,954
and actual experience & assumption changes
Recognition of current year amortization - Difference between projected 53,078
and actual investment earnings
Other 114
Total $ 210,556

At June 30, 2021, the Commission reported deferred outflows of resources (deferred pension charges) and deferred inflows
of resources (deferred pension credits) related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Description Resources Resources
SCRS:
Differences Between Expected and Actual Experience $ 21,714 $ 7,116
Assumption changes 2,306 -
Net difference Between Projected and Actual Earnings
On Pension Plan Investments 138,423 -
Changes in proportion and differences between employer
Contributions and proportionate share of contributions 16,579 185,426
Town’s Contributions Subsequent to the Measurement Date 141,533
Total SCRS $ 320,555 $ 192,542

Approximately $141,000 that were reported as deferred outflows of resources related to the Commission’s contributions
subsequent to the measurement date to the SCRS, will be recognized as a reduction of the NPL in the year ended June 30,
2021.

(Continued on Next Page)
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Other amounts reported as deferred outflows of resources and deferred inflows of resources related to the SCRS will be
recognized as an increase or (decrease) in pension expense as follows:

Year Ended June 30, SCRS
2021 $ (23,3006)
2022 (21,825)
2023 (3,712)
2024 35,323
Total $ (13,520)

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 following table provides a summary of the actuarial assumptions and methods used to calculate the TPL as of July 1,
2018.

Actuarial cost method Entry age normal

Investment rate of return 7.25%

Projected salary increase 3.0% to 12.5% (varies by service)*
Benefit adjustments Lesser of 1.00% or $500 annually

*Includes inflation at 2.25%

The post-retiree 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 2021.

The post-retiree 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 2021.

Former Job Classes Males Females
Educators 2016 PRSC Males multip. by 92% 2016 PRSC Males multip. by 98%
General Employees and

Members of the General 2016 PRSC Males multip by 100% 2016 PRSC Males multip by 111%
Assembly

Public Safety and Firefighters 2016 PRSC Males multip by 125% 2016 PRSC Males multip by 111%

The long-term expected rate of return on pension plan investments for actuarial purposes is based upon the 30 year capital
market assumptions. 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.

(Continued on Next Page)
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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 7.25 percent
assumed annual investment rate of return used in the calculation of the total pension liability includes a 5.00 percent real
rate of return and a 2.25 percent inflation component.

Actuarial Assumptions and Methods-(Continued)

Long Term Expected
Expected Arithmetic Portfolio Real Rate
Asset Class Target Allocation Real Rate of Return of Return

Global Equity 51%

Global Public Equity 35% 7.81% 2.73%

Private Equity 9% 8.91% 0.80%

Equity Options Strategies 7% 5.09% 0.36%
Real Assets 12%

Real Estate (Private) 8% 5.55% 0.44%

Real Estate (REITs) 1% 7.78% 0.08%

Infrastructure (Private) 2% 4.88% 0.10%

Infrastructure (Public) 1% 7.05% 0.06%
Opportunistic 8%

GTAA/Risk Parity 7% 3.56% 0.25%

Other Opportunistic Strategies 1% 4.41% 0.04%
Diversified Credit 15%

High Yield Bonds/Bank Loans 4% 4.21% 0.17%

Emerging Markets Debt 4% 3.44% 0.14%

Private Debt 7% 5.79% 0.40%
Conservative Fixed Income 14%

Core Fixed Income 13% 1.60% 0.21%

Cash and Short Duration (Net) 1% 0.56% 0.01%
Total Expected Real Return 100% 5.80%
Inflation for Actuarial Purposes 2.25%
Total Expected Nominal Return 8.05%

Discount Rate

The discount rate used to measure the total pension liability was 7.25 percent. The projection of cash flows used to
determine the discount rate assumed that contributions from participating employers in 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,
each 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 that total pension liability.

The following table presents the collective net pension liability of the participating employers calculated using the discount
rate of 7.25 percent, as well as what it would be if it were calculated using a discount rate that is 1% point lower (6.25
percent) or 1% point higher (8.25 percent) than the current rate.

(Continued on Next Page)
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1% Decrease Current Discount 1% Increase
Rate
System (6.25%) (7.25%) (8.25%)
Proportionate share of the net
pension liability of the SCRS $ 2,332,275 $ 1,881,812 $ 1,505,670

Plans’ Fiduciary Net Position

Detailed information regarding the fiduciary net position of the Plans administered by PEBA is available in the separately
issued CAFR containing financial statements and required supplementary information for 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.

NOTE 7. OTHER POSTEMPLOYMENT BENEFITS

Upon retirement from the Commission, employees who meet certain eligibility requirements have the option to retain
health insurance through the Health Plan paying the applicable retiree rate. The Health Plan and the Commission’s
Personnel Manual establish the requirements for post-employment healthcare benefits. Presently there is one retired
participants who opted to retain health insurance through the Health Plan. For the fiscal year ended June 30, 2021, there
were no material liabilities or expenditures to be required with GASB Statement No. 75, “Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions”.

NOTE 8. HEALTH INSURANCE

The Commission provides a health insurance program for its employees through the SC State Health Plan (Health Plan).
The Commission pays a monthly premium to the insurer for its health coverage (insured plan) with the insurer being
responsible for claims.

NOTE 9. RESTRICTED NET ASSETS
The Commission received monies from both the State of South Carolina and FEMA to purchase water and sewer lines,

ground storage tank and generators starting in 1993 to the present for $2,163,846, which they are amortizing over 10 to 50
years. The amount of restricted net assets is as follows:

2021 2020
Additional Paid-In Capital $ 2,191,783 $ 2,191,783
Depreciation on Assets Acquired with Proceeds
Received (1.644.739) (1,579,406 )
Total Contributed Capital $ 547,044 $ 612,377

(Continued on Next Page)
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The Commission's unrestricted net assets consist of the following:

2021 2020

Reserve:
Debt Service $ 118,560 $ 118,560
Plant Improvement 347,050 347,050
Investment in Capital Assets 26,883,884 25.859954
Subtotal 27,349,494 26,325,564
Unreserved 8,811,558 7.862,779
Total $ 36,161,052 $ 34,188,343

NOTE 11. SUBSEQUENT EVENTS

Subsequent events are events or transactions that occur after the Statement of Net Position date but before the financial
statements are available to be issued. The Commission recognized in the financial statements the effect of all subsequent
events that provide additional evidence about conditions that existed at the date of the Statement of Net Position, including
estimates inherent in the process of preparing the financial statements. The Commission’s financial statements do not
recognize subsequent events that provide evidence about conditions that did not exist at the date of the Statement of Net
Position but arose after the Statement of Net Position and before the financial statements were available to be issued.

Management has evaluated subsequent events through the date the financial statements were available to be issued, and
concluded there were no subsequent events to disclose. In December 2019, a novel strain of coronavirus (COVID-19) was
reported to have surfaced in China. The World Health Organization declared COVID-19 to constitute a “Public Health
Emergency of International Concern” and characterized COVID-19 as a pandemic. The U.S. government implemented
enhanced screenings, quarantine requirements, and travel restrictions in connection with the COVID-19 outbreak. The
spread of this virus began causing business disruptions domestically beginning in January 2020 and are anticipated to
continue for the foreseeable future. The ramifications of COVID-19 did not have an impact on its results. The extent of the
impact of COVID-19 on the Commission’s operational and financial performance will depend on future developments,
including the duration and spread of the outbreak and related restrictions, all of which are highly uncertain and cannot be
predicted.

(Continued on Next Page)
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ISLE OF PALMS WATER AND SEWER COMMISSION
SCHEDULE OF OPERATING EXPENSES

AS OF JUNE 30, 2021 AND 2020

OPERATING EXPENSES

Amortization

Bad Debt Expense

Depreciation

DHEC Fees

Insurance

Lab Expenses

Office Expenses and Supplies

Other Operating Expenses

Personal Services

Professional and Contracted Services
Purchase Water - Charleston CPW
Repairs and Maintenance

Telephone

Utilities

Vehicle Expenses

Water and Sewer Chemicals and Supplies

TOTAL OPERATING EXPENSES

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

SCHEDULE 1
2021 2020

$ 14,133 $ 14,132

1,502,716 1,477,891

70,077 38,897

81,929 103,352

79,511 68,166

33,521 39,301

132,242 104,589

1,373,315 1,153,865

224332 200,987

287,582 323,299

494,586 566,269

63,623 62,519

186,749 201,480

56,427 44,761

50,424 43,179

$ 4,651,167 $ 4,442,687
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COMPARABLE BUDGET AND ACTUAL REVENUES AND EXPENSES
AS OF JUNE 30, 2021 AND 2020

Over (Under)
Budget Actual Difference
OPERATING REVENUE
Residential Sale of Water $ 2,770,000 $ 2,848,158 78,158
Residential Sale of Sewer 2,054,000 2,564,840 510,840
Commercial Sale of Water 180,000 204,306 24,306
Commercial Sale of Sewer 245,000 277,691 32,691
Other Operating Revenues 388,450 927,917 539,467
TOTAL OPERATING REVENUE 5,637,450 6,822,912 1,185,462
OPERATING EXPENSES
Amortization 3,000 14,133 11,133
Bad Debts - - 0)
Depreciation 1,550,000 1,502,716 (47,284)
DHEC Fees 70,000 70,077 77
Insurance 75,000 81,929 6,929
Lab Expenses 68,500 79,511 11,011
Office Expenses and Supplies 49,800 33,521 (16,279)
Other Operating Expenses 156,475 132,242 (24,233)
Personal Services 1,419,700 1,373,315 (46,385)
Professional and Contracted Services 357,845 224,332 (133,513)
Purchase Water - Charleston CPW 354,050 287,582 (66,468)
Repairs and Maintenance 379,205 494,586 115,381
Telephone 40,000 63,623 23,623
Utilities 326,900 186,749 (140,151)
Vehicle Expenses 56,200 56,427 227
Water and Sewer Chemicals and Supplies 51,500 50,424 (1,076)
TOTAL OPERATING EXPENSES 4,958,175 4,651,167 (307,008)
OPERATING INCOME 679,275 2,171,745 1,492,470
NONOPERATING REVENUE (EXPENSE)
Interest Income - 18,469 18,469
Gain (Loss) on Sale of Fixed Assets - 14,200 14,200
Debt Service - Interest - (297,038) (297,038)
Debt Service - Service Charge - - (0)
TOTAL NONOPERATING REVENUE (EXPENSE) - (264,369) (264,369)
NET INCOME BEFORE CAPITAL CONTRIBUTIONS § 679,275 $ 1,907,376 1,228,101
Depreciation on Assets Acquired with Proceeds
from Federal Grants - 65,333 (65,333)
Total Capital Contributions - 65,333 65,333
Change in Net Position $ 679,275 $ 1,972,709 $ 1,293,434

The accompanying notes are an integral part of these financial statements. 32



ISLE OF PALMS WATER AND SEWER COMMISSION
REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ISLE OF PALMS WATER AND SEWER COMMISSIONS'
CONTRIBUTIONS TO THE SOUTH CAROLINA RETIREMENT SYSTEM

Contractually Required Contribution

Contribution in Relation to the Contractually Required Contribution
Contribution Deficiency (Excess)

Isle of Palms Water and Sewer Commissions' Covered-Employee Payroll

Contributions as a Percentage of Covered-Employee Payroll

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

FOR THE YEAR ENDED JUNE 30, 2021

Year Ended June 30,

2021 2020 2019 2018 2017
141,533 $ 127,595 $ 112,405 96,501 87,191
141,533 127,595 112,405 96,501 87,191

- $ - $ - - -
909,594 $ 821,633 $ 893,949 888,247 788,345
15.56% 15.53% 12.57% 10.86% 11.06%
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ISLE OF PALMS WATER AND SEWER COMMISSION
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE ISLE OF PALMS WATER AND SEWER COMMISSIONS'
PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

FOR THE YEAR ENDED JUNE 30, 2021

Year Ended June 30,
2021 2020 2019 2018 2017

Isle of Palms Water and Sewer Commissions' Proportion of the Net Pension Liability 0.007365% 0.008299% 0.008572% 0.008274% 0.008141%
Isle of Palms Water and Sewer Commissions' Proportion Share of the Net Pension Liability $ 1,881,812 $ 1,894,983 $ 1,920,602 $ 1,862,610 $ 1,738,906
Isle of Palms Water and Sewer Commissions' Covered-Employee Payroll $ 909,954 $ 821,633 $ 893,949 $ 888,247 $ 788,345
Isle of Palms Water and Sewer Commissions' Proportion Share of the Net Pension Liability

as a Percentage of its Covered-Employee Payroll 206.80% 230.64% 214.84% 209.70% 220.58%
Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 50.7% 54.4% 54.1% 53.3% 52.9%

Note to Schedule:

The amount presented for each fiscal year were determined as of the preceeding fiscal year.

The accompanying notes are an integral part of these financial statements.
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INDEPENDENT AUDITOR’S 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 STATNDARDS

To the Commissioners of the
Isle of Palms Water and Sewer Commission
Isle of Palms, 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 the governmental activities, each major fund, and the aggregate remaining fund
information of the Isle of Palms Water and Sewer Commission, South Carolina, as of and for the
year ended June 30, 2021, and the related notes to the financial statements, which collectively
comprise the Isle of Palms Water and Sewer Commission, South Carolina’s basic financial
statements, and have issued our report thereon dated January 20, 2022.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Isle of Palms
Water and Sewer Commission, South Carolina’s internal control over financial reporting
(internal control) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Isle of Palms Water and Sewer Commission,
South Carolina’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Isle of Palms Water and Sewer Commission, South Carolina’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 a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. 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.
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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 Isle of Palms Water and Sewer
Commission, South Carolina’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. /Rwdd%& H

HYLAND, RUDDY AND GARBETT
Mt. Pleasant, SC

January 20, 2022
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