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301 McCall Street Commissioners

G R E E R
Greer, SC 29650 Perry J. Williams - Chairman
Pw (864) 848-5500 Eugene G. Gibson
info@greercpw.com Jeffery M. Howell

Michael Richard, P.E.
General Manager

Date: April 12, 2019

To the customers of Greer Commission of Public Works, Greer, South Carolina:

INTRODUCTION

The Comprehensive Annual Financial Report (“CAFR”) of Greer Commission of Public Works (the “Commission”)
for the fiscal years ended December 31, 2018 and 2017 is hereby submitted. This report was prepared by the
Commission’s financial staff and conforms to the guidelines of the Governmental Finance Officers Association
(“GFOA”) and Generally Accepted Accounting Principles (“GAAP”) as prescribed by the Governmental Accounting
Standards Board (“GASB”). The Commission is in compliance with GASB Statement No. 34, entitled “Basic
Financial Statements - For State and Local Governments” (hereafter referred to as GASB Statement No. 34), as
amended by GASB Statement No. 37, entitled “Basic Financial Statements - and Management's Discussion and
Analysis - For State and Local Governments: Omnibus - An Amendment of GASB Statements No. 21 and No.
34", GASB Statement No. 41, entitled “Budgetary Comparison Schedules - Perspective Differences - An
Amendment of GASB Statement No. 34", GASB Statement No. 46, entitled “Net Assets Restricted by Enabling
Legislation - An Amendment of GASB Statement No. 34", and GASB Statement No. 61, entitled “The Financial
Reporting Entity - Omnibus - An Amendment of GASB Statements No. 14 and No. 34”. Responsibility for both
accuracy of the data and the completeness and fairness of the presentation rests with the Commission. To provide
a reasonable basis for making these representations, management of the Commission has established a
comprehensive internal control framework that is designed both to protect the Commission’s assets from loss,
theft, or misuse and to compile sufficient reliable information for the preparation of the Commission’s financial
statements in conformity with GAAP. Because the costs of internal controls should not outweigh their benefits,
the Commission’s comprehensive framework of internal controls has been designed to provide reasonable, rather
than absolute, assurance that the financial statements will be free from material misstatement. To the best of our
knowledge and belief, the enclosed data is accurate in all material respects and is reported in a manner designed
to present fairly, the financial position and results of operations of the Commission. All disclosures necessary to
enable the reader to gain an understanding of the Commission’s financial activities have been included.

The CAFR is presented in four sections: introductory, financial, statistical, and compliance. The introductory
section includes this transmittal letter, a list of Commissioners and operating officers, and the Commission’s
organizational chart. The financial section includes the Management’s Discussion and Analysis, the report of
independent auditor, the basic financial statements, the notes to the financial statements, and supplementary
schedules. The statistical section includes selected unaudited financial and demographic information generally
presented on a multi-year basis. The compliance section includes the report on audits performed in accordance
with Government Auditing Standards.

The Commission’s financial statements have been audited by Mauldin & Jenkins, LLC, a firm of licensed certified
public accountants. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the Commission are free of material misstatement. As part of their audit, the independent auditor
examined, on a test basis, evidence supporting the amounts and disclosures in the financial statements; assessed
the accounting principles used and significant estimates made by management; and evaluated the overall financial
statement presentation. GAAP requires that management provide a narrative introduction, overview, and analysis
to accompany the basic financial statements in the form of Management’s Discussion and Analysis (“MD&A”). This
letter of transmittal is designed to complement the MD&A and should be read in conjunction with it. The
Commission’s MD&A can be found immediately following the report of the independent auditor.
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PROFILE OF THE COMMISSION

The Commission was formed in 1913 for the purposes of providing electricity, water distribution, and sewer
collection and treatment to the residents of the City of Greer. In 1950, the City of Greer’s (“City”) City Council
enacted an ordinance to combine the previously separate systems of the Commission. In 1957, the City Council
enacted an ordinance which founded a natural gas unit to be added to what is now the present-day “System”.

Designation of management, contractual and budgetary authority, funding of deficits, responsibility for debt,
setting of rates, and fiscal management of the affairs of the Commission are the exclusive responsibility of the
Commission. The Commission makes recommendations to the City Council for the issuance of bonds, but is
otherwise authorized under the laws of the state of South Carolina to have full control and management of the
System. The laws of the state of South Carolina provide for three Commissioners to be elected by the public for
six-year, staggered terms, with one seat up for election every two years. The members of the Commission, as of
December 31, 2018, and the number of years of continuous services as Commissioners are as follows:

Years of

Name Service
Eugene Gibson (chairman) 36
Jeffery Howell 20
Perry Williams 9

Waterworks Unit

The Waterworks Unit was established in 1914. The Commission owns and manages two raw water reservoirs,
Lake Cunningham and Lake Robinson. Lake Cunningham is the Commission’s primary water supply and was
constructed on the South Tyger River in 1957. It is approximately 280 surface acres in size. Lake Robinson was
constructed in 1984 and includes approximately 800 surface acres. Lake Robinson is the secondary water supply
and is located just north of Lake Cunningham.

The water treatment plant is located at Lake Cunningham and has a treatment capacity of 24 million gallons per
day (“MGD”) with an average peak flow of 8.62 MGD. The water distribution system operates on three gradient
levels, a high-level system (1,272 ft. mean sea level (“MSL”)), intermediate level system (1,130 ft. MSL), and a
low-level system (1,104 ft. MSL). Each level has two elevated storage tanks for a total capacity of 5.75 million
gallons. The Commission supplies potable water to 19,615 customers and serves all the population within the
City limits and surrounding areas. Over the last year, the Commission experienced a customer growth rate of
2.42% in the Waterworks Unit.

Sewer Unit

The Sewer Unit of the Commission was established in 1914 and provides wastewater collection, treatment, and
disposal by means of its sole wastewater treatment facility. The Maple Creek treatment facility experiences an
average daily processing flow of 2.56 MGD, with a current capacity of 5.0 MGD. The plant received its latest
upgrade in 2009 and is designed for future upgrades to 7.5 MGD and 10.0 MGD to provide for additional capacity
growth. The upgrade included significant improvements to the headworks, influent pumping, sludge handling
facilities, and provides for ultra-violet treatment of the wastewater at the Maple Creek plant. The upgrade also
provided an energy generation plant that will not only provide the energy needed for this wastewater treatment
facility, but will provide additional energy that can be added to the electrical system, and may generate significant
load-side generation credits from our energy provider. Sewer collection and treatment for the Commission’s
13,349 customers is accomplished through approximately 266 miles of collector mains and outfall lines maintained
by the Commission. Over the last year, the Commission experienced a customer growth rate of 3.89% in the
Sewer Unit. The Commission also provides sewer collection services to the customers of Renewable Water
Resources (“ReWa”) that live in the City of Greer and transports this sewage to ReWa'’s treatment facilities.
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Electric Unit

The Electric Unit was established in 1914 and provides for the generation and distribution of electricity to City
residents. In 1927, the Commission ceased generating electricity and from that time initiated the purchase of
power from outside electric utilities to provide its supply of electricity. Up until 1985, the Commission purchased
most of its electric power from Duke Energy Company. During 1985, the Commission began purchasing its
primary supply of electrical power from the Piedmont Municipal Power Agency (“PMPA”), a joint public agency
consisting of ten municipal participants, of which the Commission is a charter member. The Commission also
purchases a portion of its electrical supply from the United States Department of Energy’s Southeastern Power
Agency’s (“SEPA”) allocation of pooled hydroelectric power generated along the Savannah River. Over 90% of
the purchased power is carbon free, generated by nuclear and hydro resources.

The Electric Unit consists of five substations operating 30 circuits. Distribution of 12,470 volts of electricity is
managed with approximately 212 miles of overhead distribution facilities and approximately 241 miles of
underground facilities. The service area served by this unit is approximately 33.31 square miles, including the
City limits and surrounding areas, and serves 18,918 customers. Over the last year, the Commission experienced
a customer growth rate of 4.68% in the Electric Unit.

Natural Gas Unit

The Natural Gas Unit was established during 1957 and provides for distribution of natural gas to residents of the
City and surrounding areas. The transmission originates on the Transcontinental Gas Pipeline Corporation
(“Transco”) mainline in Crescent, South Carolina, from which point gas is transported to the City by means of an
eight-inch high-pressure transmission line which is owned and maintained by the Commission. The Commission
operates and maintains approximately 47 miles of high-pressure lines and approximately 776 miles of intermediate
and distribution lines, along with 106 pressure-reducing and regulating stations. These distribution lines serve
23,078 customers located from the City of Landrum, north of the City of Greer on Highway 14, to south of the City
of Greer along Highway 101 towards the City of Woodruff, encompassing approximately 460 square miles. Over
the last year, the Commission experienced a customer growth rate of 3.98% in the Gas Unit. The Commission
operates one of the few compressed natural gas (“CNG”) fueling stations in the area made available to the public.

SERVING OUR CUSTOMERS

The primary mission of the Commission is to serve our community by providing safe, high quality, and reliable
water, natural gas, electric and wastewater services in an environmentally and fiscally responsible manner
consistent with sound business principles. The utility has the ability to set rates that are competitive with not only
neighboring utilities, but with other providers throughout the region. These rates continue to benefit the growth
and development in the community, while delivering a high value to all customers.

The Commission’s reliability is among the

very best nationally. Of the customers that SEIEIIEE? dC:XYFI

experienced an electric outage, the

occurrence averaged to only one time per 1:g 20

customer, with an average duration was 140 100

nearly 1.20 hours. » 1.20 080 &
3 1.00 060 3

The Commission has a solid commitment | ~ 0% 040 &

to environmental stewardship. The utility is o 020

a member of PMPA, which owns a 25% 0.20 0.00

stake in Unit 2 of the Catawba Nuclear 2014 2015 2016 2017 2018

Generating Station, operated by Duke SAIDI (Hours/Customer) SAIFI (Number/Customer)

Energy, in York, SC. In addition to clean
burning nuclear power, hydro-electric power is purchased from SEPA. Overall, roughly 94% of the Commission’s
power is carbon free. To complement our clean power, the Commission’s CNG fueling station celebrated four
years of service providing low emissions for fueling of vehicles, not only in the surrounding Community, but for
use in approximately 22% of the Commission’s service fleet.
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Capital Investment

The Commission continued to invest in improving and expanding its infrastructure during 2018 by investing more
than $12 million into the System. Investment in new electric and gas infrastructure for providing utilities to new
subdivisions and industries totaled approximately $8.8 million. This investment provided support for the 3.73%
average growth rate.

The Commission continued a pressure uprate Capital Expenditures
project on its southern natural gas transmission | $18,000,000 $16,027,220
i i i i $16,000,000 $15,418,969
pipeline. The pressure uprate project investment 000, $14,323,736 $12.902.471
was approximately $338 thousand and will enable | '4000.00 i
es 3 ek . g . . $12,000,000
additional capacity utilizing existing pipeline $10.000.000 $10,367,378
infrastructure. The Commission also began a | ¢ ), _—
project to repair and replace its water and sewer | g5 00000
aging infrastructure in downtown Greer ahead of | s4.000,000
the upcoming City of Greer’s Streetscape Project. $2,000,000 e
This project will transform downtown Greer into a $0 e
shared street design that will allow the creation of [(=2014 =2015 =2016 =2017 =2018 ]

a pedestrian plaza for special events. The
Commission invested approximately $768 thousand during 2018.

Growth in the Community, Growth in our Business
The Greer community experienced

continued economic growth in its Growth by System
residential, commercial, and 5.0%
industrial sectors. The Commission 4.5%

realized a growth rate of 3.73% 4.0%
during 2018, with a 5-year average 8 3.5%
growth rate of 2.83% across its §3A0%

service area. R 25% /
2.0% a

The region continues to enjoy 1.5%
diverse  employers  with  solid 1.0%
financial footing, including advanced 2015 2016 2017 2018

materials manufacturing, distribution
and logistics, automotive Original
Equipment Manufacturers (“OEMs”), automotive manufacturing and engineering. The BMW North America plant,
located in Greer, SC, exported approximately 70% of its total volume through six southeastern ports, including
Charleston, SC., Savannah and Brunswick, GA, Jacksonville, Miami and Everglades, FL. The exports ultimately
arrived in 140 different countries around the world during 2018, continuing to make this facility the leading United
States automotive exporter, with a value of $8.76 billion. BMW North American announced that it is investing an
additional $600 million in the Greer plant through 2021 to support the manufacturing infrastructure for the current
and future BMW X models.

| =e= E|ectric System ==e= Natural Gas System Water System Sewer System |

During 2018, it was announced that the United States Department of Transportation awarded a $25 million grant
to support the expansion at the South Carolina Ports Authority’s Inland Port located in Greer. This expansion will
increase the terminal capacity to allow for additional storage and processing tracks inside the terminal which will
improve rail capacity, efficiency and flexibility, and expand on-terminal support facilities.

5 GREER CPW COMPREHENSIVE ANNUAL FINANCIAL REPORT 2018



Financial Stewardship, Financial Strength

The Commission operates under established policies for financing, rate setting, and cash management. These
policies serve as parameters for developing annual operating budgets, as well as the 5-year Capital Improvement
Plan. The revenue bond ordinance provides that the rates shall be maintained at levels which yield net revenues
equal to a minimum of 120% of the annual principal and interest requirement in each fiscal year. The management
of the Commission strives to maintain an internal target equal to a minimum of 200% of the annual requirement.

The Commission continued to realize another strong financial performance during 2018. Net revenues exceeded
projections through staff efforts to reduce expenditures and improve efficiencies, while minimizing the effects of
weather patterns changing from the normal patterns of the region. Debt service coverage for 2018 outpaced the
results of previous years with 287% coverage.

Revenues and Debt Service Coverage
$20,000 300%
$18,000 279% 285%
$16,000 . 261% ' 270%
$14,000 - 255%
g $12,000 oo . 240%
S $10,000 : ° 225%
Y $8,000 210%
$6,000 195%
$4,000 180%
$2,000 165%
$- 150%
2014 2015 2016 2017 2018
| mmmm Net Operating Revenues Net Operating Revenues Available for Debt Service |
Awards

Employee dedication is evident by the many awards and recognitions that all aspects of the Commission’s
operations have received:

The South Carolina Department of Health and Environmental Control's (“SCDHEC”) Area Wide
Optimization Program (“AWOP”) is an EPA-sponsored program that recognizes water utilities for continual
production of superior quality water based on strict compliance with rigorous standards. The
Commission’s Water Filter Plant has applied to earn this award for the eleventh consecutive year and the
award is anticipated to be earned during 2019.

The National Association of Clean Water Agencies (“NACWA”) Peak Performance Award was again given
to the Commission’s Maple Creek Waste Water Treatment Plant. The award is given in recognition of
wastewater systems for outstanding compliance with National Pollutant Discharge Elimination Systems
(“NPDES?”) permits. The Commission applied to earn this award for the fourth consecutive year and the
award is anticipated to be earned during 2019.

The American Public Power Association’s (“APPA”) Reliable Public Power Provider (“RP3”) designation
continues to recognize the Commission at the Platinum Level. The RPs designation recognizes public
power utilities that demonstrate proficiency in four key disciplines including reliability, safety, workforce
development and system improvements. The RPsdesignation is awarded for a three-year period.
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Financial Award: The GFOA awarded a Certificate of Achievement for Excellence in Financial Reporting to the
Commission for its CAFR for the fiscal year ended December 31, 2017. This was the fourteenth consecutive year
that the Commission has achieved this prestigious award. To be awarded a Certificate of Achievement, a
government must publish an easily readable and efficiently organized CAFR. This report must satisfy both GAAP
and applicable legal requirements and is valid for a period of one year only.

Acknowledgements

This report could not have been prepared on a timely basis without the efficient and dedicated services of all the
Commission’s employees who assisted and contributed to its preparation. We are thankful for the leadership and
support of the Board of Commissioners who enable the Commission to fulfill its role in providing our customers
with the most reliable services at a reasonable price while protecting the environment and public health.
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GREER COMMISSION OF PUBLIC WORKS
PRINCIPAL OFFICIALS

DECEMBER 31, 2018

From left to right: Gene Gibson (Commissioner), Mike Richard (General Manager),
Perry Williams (Commissioner - Chairman), and Jeffery Howell (Commissioner)
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INDEPENDENT AUDITOR’S REPORT

To the Honorable Chairman and Members of the Commission
Greer Commission of Public Works
Greer, South Carolina

Report on Financial Statements

We have audited the accompanying financial statements of the Greer Commission of Public Works (the
“Commission”), as of and for the years ended December 31, 2018 and 2017, 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 error.

Auditor’s Responsibility

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

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

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

508 HAMPTON STREET, 15" FLOOR « POST OFFICE BOX 36 + COLUMBIA, SOUTH CAROLINA 29201 * 803-799-5810 « FAX 803-799-5554 » www.mjcpa.com
MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANT
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the Greer Commission of Public Works as of December 31, 2018 and 2017, and the changes in financial position
and cash flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Emphasis of Matter

As discussed in Notes 9 and 17, the Commission implemented Governmental Accounting Standards Board (GASB)
Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, as of
January 1, 2017. This standard significantly changed the accounting for the Commission’s total other postemployment
benefits (OPEB) liability and the related disclosures. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion
and Analysis (on pages 13 through 21), the Schedule of the Commission’s Proportionate Share of the Net Pension
Liability on page 51, the Schedule of Commission Pension Contributions on page 52, and the Schedule of Changes
in the Commission’s Total OPEB Liability and Related Ratios on page 53 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 Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise
the Commission’s basic financial statements. The introductory section and the statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The Schedule of Budgeted
and Actual Revenues and Expenses and the Schedule of Divisional Operating Revenue and Expenses (collectively
the “supplementary information”) are also presented for purposes of additional analysis and are not a required part of
the basic financial statements.
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The supplementary information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the supplementary information is fairly stated in all material respects
in relation to the basic financial statements as a whole for the year ended December 31, 2018.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit
of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on
them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 12, 2019, on
our consideration of the 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 solely 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 the effectiveness of the Commission’s 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 Commission’s internal control over financial
reporting and compliance.

N # Gortinas, KKE

Columbia, South Carolina
April 12, 2019
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GREER COMMISSION OF PUBLIC WORKS
MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2018 AND 2017

This Management’s Discussion and Analysis (“MD&A”) of the Greer Commission of Public Works’ (the
“Commission”) provides an overview of the financial activities for the fiscal years ended December 31, 2018, 2017
and 2016. This information serves as an introduction to the financial statements and should be read in conjunction
with the audited financial statements.

Financial Highlights

The Commission continued to show a solid financial position for fiscal year 2018. The Commission is well within
its debt covenants and the more stringent financial policies and guidelines set by the Board and management.
The following are financial highlights for 2018:

13

The Commission’s net position increased by $16,201,252, or 10.08% for 2018 as compared to an increase
of $10,434,195, or 6.94% in 2017.

During the year, the Commission’s operating revenues increased to $96,950,446, which represents a
13.16% increase from the prior year. Operating revenues increased to $85,673,165, or 1.51% in 2017.

Total operating expenses increased to $87,385,011, which represents a 13.31% increase from the prior
year. Total expenses decreased to $77,120,495, or 2.02% in 2017.

Purchased power expenses increased to $36,821,848, up from $35,502,277 last year. This 3.72%
increase is reflected in the total operating expenses shown above. Purchased power decreased from
$36,000,430, or by 1.38%, to $35,502,277 in 2017.

Purchased gas expenses increased to $20,498,377, increased from $13,986,313 last year. This 46.56%
increase is reflected in the total expenses shown above. Purchased gas increased from $12,686,093, or
by 10.25%, to $13,986,313 in 2017.

Capital contributions to the Commission increased by $1,860,825, which represents a 36.84% increase
from the prior year. Capital contributions increased by $1,675,711, or 49.65% in 2017.

Transfers to the City of Greer remained at $1,000,000 for 2018 and 2017.

Debt service coverage for 2018 was 279% of the bond ordinance requirement, which is 120% debt service
coverage, an increase from 2017 of 6.90%. Debt service coverage for 2017 was 261%.

The Commission’s credit ratings continue to remain solid with credit ratings from Moody’s, Standard &
Poor’s and Fitch Ratings with ratings of A1, A+, and AA-, respectively which reflects the declining leverage
and improved coverage of full obligations, competitive retail rates, diverse customer base, and robust
area economics.
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GREER COMMISSION OF PUBLIC WORKS
MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2018 AND 2017

Overview of the Financial Statements

The Commission’s annual statement consists of the Management’s Discussion and Analysis (“MD&A”), the basic
financial statements, required supplementary information, other supplementary information, and the compliance
section. The MD&A serves as an introduction to and should be read in conjunction with the basic audited financial
statements. The basic financial statements include notes which explain in detail information included in the basic
financial statements.

Basic Financial Statements - The basic financial statements of the Commission 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. These statements offer short-term and long-term financial information about its activities.
The basic financial statements include the statement of net position, statement of revenues, expenses, and
changes in net position, statement 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
earning, and expenses are recorded at the time liabilities are incurred, regardless of the timing of the related cash
flows.

Statement of Net Position - The statement of net position includes all the Commission’s assets and liabilities
and provides information about the nature and amounts of investments in resources (assets) and the obligations
to the Commission’s creditors (liabilities). It also provides the basis for computing rate of return, evaluating the
capital structure of the Commission, and assessing the liquidity and financial flexibility of the Commission.

Statement of Revenues, Expenses, and Changes in Net Position - All the current year's revenues and
expenses are accounted for in the statement of revenues, expenses, and changes in net position. 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 fees and other charges, profitability, and
credit worthiness.

Statement of Cash Flows - The statement of cash flows provides information about the Commission’s cash
receipts and cash payments during the reporting period. The statement reports cash receipts, cash payments,
and net changes in cash resulting from operations, investing, and financing activities, and provides comparative
information on the source and use of cash, and the change in the cash balance for each of the last two fiscal
years.

Notes to the Financial Statements — The notes fo the financial statements provide information about accounting
policies, significant account balances and activities, material risks, obligations, commitments, contingencies and
subsequent events, if any.

Required Supplementary Information — In addition to the basic financial statements and accompanying notes,
this report also presents required supplementary information concerning progress in funding its obligation to
provide pension to its employees. The MD&A is also considered required supplementary information.

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.
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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

December 31, 2017 to 2018 2016 to 2017
Restated
FY 2016 FY 2017 FY 2018 Dollars % Dollars %
Increase (decrease) Increase (decrease)
Current and other assets $ 44,772,139 $ 45,898,580 $ 53,677,937 $ 7,779,357 16.95% $ 1,126,441 2.52%
Capital assets 207,900,198 215,083,773 220,871,193 5,787,420 2.69% 7,183,575 3.46%
Total assets $ 252,672,337 $ 260,982,353  $ 274,549,130 $ 13,566,777 5.20% $ 8,310,016 3.29%

Deferred outflows of resources $ 3274982 $ 3,187,947 $ 2505179 $  (682,768) -21.42% $ (87,035)  -2.66%

Long-term debt outstanding $ 72,385180 $ 68,287,078 $ 63,439,534 $ (4,847,544) -7.10% $ (4,098,102) -5.66%
Cther liabilities 31,334,909 34,949,491 36,026,291 1,076,800 3.08% 3,614,582  11.54%
Total liabilities $ 103,720,089  $ 103,236,569 $ 99,465,825 $ (3,770,744) -3.65% $ (483,520)  -0.47%

Deferred inflows of resources $ 265,606 $ 233,912 $ 687,413 $ 453,501 193.88% $ (31,694) -11.93%

Net investment in capital assets $ 131,737,021  $ 143,103,152  $ 153,598,034 $ 10,494,882 7.33% $ 11,366,131 8.63%

Restricted 11,371,266 7,173,310 8,277,810 1,104,500 15.40% (4,197,956) -36.92%
Unrestricted 8,853,337 10,423,357 15,025,227 4,601,870  44.15% 1,570,020 17.73%
Total net position $ 151,961,624  $ 160,699,819  $ 176,901,071 $ 16,201,252 10.08% $ 8,738,195 5.75%

Condensed Statement of Revenues, Expenses and Changes in Net Position

Restated 2017 to 2018 2016 to 2017
FY 2016 FY 2017 FY 2018 Dollars % Dollars %
Increase (decrease) Increase (decrease)

Electric revenues $ 42,731,587 $ 41,944,704 $ 45295406 $ 3,350,702 7.99% $ (786,883) -1.84%
Gas revenues 24,345,989 26,147,506 33,642,411 7,494,905 28.66% 1,801,517 7.40%
Water revenues 8,454,746 8,401,020 8,496,694 95,674 1.14% (53,726) -0.64%
Sewer revenues 5,843,893 6,268,682 6,572,392 303,710 4.84% 424,789 7.27%
Other operating revenues 3,020,885 2,911,253 2,943,543 32,290 1.11% (109,632) -3.63%
Non-operating revenues 46,404 66,237 93,200 26,963 40.71% 19,833 42.74%

Total revenues $ 84,443,504 $ 85,739,402 $ 97,043,646  $ 11,304,244 13.18% $ 1,295,898 1.53%
Purchased power $ 36,000,430 $ 35,502,277 $ 36,821,848 $ 1,319,571 3.72% $  (498,153) -1.38%
Purchased gas 12,686,093 13,986,313 20,498,377 6,512,064 46.56% 1,300,220 10.25%
Depreciation 8,454,337 8,734,655 8,887,018 152,363 1.74% 280,318 3.32%
Other operating expense 18,448,252 18,897,250 21,177,768 2,280,518 12.07% 448,998 2.43%
Non-operating expense 3,496,936 3,235,547 3,342,877 107,330 3.32% (261,389) -7.47%

Total expense $ 79,086,048 $ 80,356,042 $ 90,727,888 $ 10,371,846 12.91% $ 1,269,994 1.61%

Change in net position before capital
contributions and extraordinary items $ 5357456 $ 5383360 $ 6,315758 $ 932,398 17.32% $ 25,904 0.48%

Contributions and extraordinary items

Capital contributions $ 3375124 $ 5,050,835 $ 6,911,660 $ 1,860,825 36.84% $ 1,675711 49.65%
Extraordinary revenues from electrical
demand credits - - 2,973,834 2,973,834  100.00% - 0.00%

Change in net position afer capital
contributions and extraordinary items $ 8,732,580 $ 10,434,195 $ 16,201,252 $ 5,767,057 55.27% $ 1,701,615 19.49%

Beginning net position $143,229,044 $151,961,624 $160,699,819 $ 8,738,195 5.75% $ 8,732,580 6.10%
Cumulative effect of change in

accounting principle $ - $ (1,696,000) $ - $ 1,696,000 -100.00% $ (1,696,000) 100.00%
Ending net position $151,961,624 $160,699,819 $176,901,071 _ $ 16,201,252 10.08% $ 8,738,195 5.75%
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General Trends

During 2018, the Greater Greer area continued to realize the steady growth in the residential, commercial and
industrial base that it has experienced for the past 10 years. The Commission experienced growth in its customer
base adding approximately 2,400 new customers, or 3.73%, continuing the growth trend that has averaged 2.21%
over the past 10 years.

The Commission remains positioned to manage the growth that continues in our service area. We have a plentiful
water supply and the sufficient capacity to manage the demand of our Water and Sewer systems. The five
strategically located Electric substations throughout the service area continue to provide reliable and competitive
Electric services. Our Natural Gas service area is fed by our connections to the Transcontinental Pipeline, which
provides our customers with an abundant supply of commodity.

Financial Position

The Commission employs conservative management principles to maintain sustained and healthy debt service
coverages. This management style lends itself to our continued financial strength and stability. Total assets of
$274,549,130 increased by $13,566,777, or 5.20%, compared to the 2017 increase of $8,310,016. Current and
other assets increased by $7,779,357, or 16.95%, to $53,677,937 from fiscal year 2017 results of $45,898,580.
As we continue to expand and improve our capital infrastructure, the capital assets for fiscal year 2018 increased
by $5,787,420, or 2.69%, to $220,871,193 from fiscal year 2017 results of $215,083,773. Total liabilities
decreased by $3,770,744, or 3.65%, to $99,465,825 from fiscal year 2017 results of $103,236,569. Total liabilities
decreased partly due to the reduction in long-term debt from annual required debt service.

Results of Operations

Operating Revenues: Operating revenues are primarily comprised of electric, natural gas, water and sewer
sales that are supplemented by revenues from connection fees, service charges, collection fees, and some
miscellaneous fees. Total revenues increased by $11,304,244 to $97,043,646 in fiscal year 2018 from
$85,739,402 in fiscal year 2017 due to the net effects of increases to the electric, natural gas, water and sewer
revenues. The increases in the electric, natural gas, water and sewer revenues of 7.99%, 28.66%, 1.14%, and
4.84%, respectively, can be attributed to several factors, but mostly due to weather, growth and commodity prices.
During the fiscal year 2018, temperature patterns experienced in the Upstate region of South Carolina included
two cold patterns that were more severe than recent years past. The heating degree days (“HDD”) during 2018
were 3,070 days, 29.15% higher than the 2,377 days experienced during 2017, and the cooling degree days
(“*CDD”) during 2018 were 2,098 days and increase from 2017 of 16.43%. In addition to the volatility of the
temperatures, the weather patterns also brought to the area 67.96 inches of precipitation, an increase of 27.96%
from 2017 totals of 53.11 inches. The fluctuations in the price of the natural gas commaodity resulted in weighted
average costs of $3.811 per dT, an increase from 2017 of 27.10%.

Operating revenues during 2017 were increased by $1,295,898 to $85,739,402 from $84,443,504 in fiscal year
2016 due to the net effects of increases to the natural gas and sewer revenues, and decreases to the electric and
water revenues. The increase in natural gas and sewer revenues of 7.40% and 7.27%, respectively, and the
increases in electric and water revenues of 1.84% and 0.64%, respectively can be attributed to several factors
including weather, rate increases and commodity prices. During the fiscal year 2017, temperature patterns
experienced in the Upstate region of South Carolina incurred 1,802 cooling degree days (“CDD”) and 2,377
heating degree days (“‘HDD”), a decrease from 2016 of 17.64% and 10.84%, respectively. This decrease in CDD
was a direct factor in the decreased consumption amounts of electricity from our electric customers, while the
decrease in HDD resulted in lower consumption by our natural gas customers. The Upstate region also
experienced an increase in precipitation during fiscal year 2017 that resulted in 53.11 inches of precipitation, an
increase of 54.26% from 2016, which decreased water consumption from our customers by 7.83% compared to
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2016. The price of the natural gas commodity realized by the Commission was 12.26% higher than the 2016
commodity price, which increased the average cost during 2017 to $3.00 per Dekatherm (“dT”), from the 2016
average price of $2.67 per dT.

Other operating revenues increased by $32,290 and decreased by $109,632 during 2018 and 2017, respectively.
The increases are attributable to several factors, including changes in the collection of reconnect fees, sales of
gas, water, and sewer tap fees, sales of inventoried materials, and recovery of bad debts.

During 2018, non-operating revenues increased by $26,963, or 40.71%. These increases are attributable to an
increase in interest earnings from cash balances held at banking institutions. During 2017, non-operating
revenues increased by $19,833, or 42.74%. These increases can be attributed to the increased earnings on
investments.

Operating Expenses: Operating expenses are primarily comprised of the costs to procure electricity and natural
gas for sales to our customers, to provide water treatment and distribution, and sewer collection and treatment.
During 2018, expenses increased by $10,264,516 to $87,385,011, from $77,120,495 in fiscal year 2017, due to
the net effect of an increase in related purchased gas, purchased power and other operating expenses.
Purchased gas costs increased by $6,512,064, or 46.56%, as a result of increased commodity prices and colder
weather experienced in the first and last quarters of 2018. Purchased power costs increased by $1,319,571, or
3.72%, as a result of increased customer demand experienced during the increased temperatures during the
summer months. The Commission’s allocation of power supply during 2018 included 4.11% of hydroelectric
power received from the Commission’s allocation of power provided by SEPA. The Commission also received
$343,823 in Load Side Generation credits from PMPA. Other operating expenses increased by $2,280,518, with
the increase attributable to increases in salaries and benefits, water and wastewater treatment chemicals, and the
operations and maintenance of equipment.

During 2017, expenses increased by $1,531,383 to $77,120,495, from $75,589,112 in fiscal year 2016, due to the
net effect of an increase in expenses related purchased gas, depreciation and amortization, and other operating
expenses, and the decrease in expenses related to purchased power costs. Purchased gas costs increased by
$1,300,220, or 10.25%, as a result of increased commodity prices. The average costs of the natural gas
commodity, per dT, to the Commission was $3.00 and $2.67, respectively, for 2017 and 2016, an increase of
12.26%. Purchase power costs decreased by $498,153, or 1.38%, mainly due to the reduction of customer
demand coupled with the net effect of decreased costs from PMPA of $448,844, or 1.28%, and a decrease in the
power costs provided by SEPA’s allocation of pooled hydroelectric power by $52,102, or 6.35%. The
Commission’s allocation of power supply during 2017 included 3.42% of hydroelectric power. The Commission
also received $336,096 in Load Side Generation credits from PMPA. Other operating expenses increased by
$448,998, with the increase attributable to increases in salaries and benefits, water and wastewater treatment
chemicals, and the operations and maintenance of equipment.

Non-operating expenses increased by $107,330, or 3.32%, to $3,342,877 during 2018. Debt service decreased
by $331,456, or 14.26%, to $1,992,276 due to the annual retirement of long-term debt. The disposal of assets
resulted in loss realized in the amount of $282,974, increase by $371,159 from the gains realized during 2017.

During 2017, non-operating expenses decreased by $261,389, or 7.47%, to $3,235,547 during 2017. Debt service
decreased by $217,623, or 8.56%, to $2,323,732 due to the annual retirement of long-term debt. The gains
realized on the disposal of assets increased by $43,766, or 98.53%.

As a result of these factors, the Commission experienced net revenues over expenses of $6,315,758 and
$5,383,360, respectively, in 2018 and 2017, before capital contributions.
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Capital Contributions and Grants: Capital contributions include cash contributions, non-cash contributions and
grants from various sources such as developers, customer assessments, and state and federal agencies. During
2018, the Commission received $6,911,660 in capital contributions. This was a $1,860,825 increase from fiscal
year 2017 capital contributions of $5,050,835. Capital contributions for 2018 included the following receipts:

e $329,024 received from various sources to offset capital costs related to lighting infrastructure

e $4,065,270 received from various developer contributed properties that consists of water and sewer
infrastructure

e $753,800 received from the City of Greer for contribution of costs for the Highway 29 LED lighting project

e $547,489 received from the Spartanburg Regional Hospital System for contribution of costs for the Gibb
Cancer Center

e $389,200 received from new customers to provide for future capacity needs of the water system

e $763,800 received from new customers to provide for future capacity needs of the sewer system

During 2017, the Commission received $5,050,835 in capital contributions. This was an increase of $1,675,711
from $3,375,124 received during fiscal year 2016.

During 2017, the Commission was awarded $500,000 in Appalachian Regional Commission (ARC) Grants for
assistance in constructing an extension of gravity sewer service in the Bent Creek Basin. This project will provide
sewer services to a planned $50 million commercial and industrial development near the Greenville Spartanburg
International Airport. As of December 31, 2018, this work has yet to be completed.

Extraodinary Revenues: During 2018, PMPA determined that certain conditions were met that enabled them to
issue a base billing demand credit on the Commissions electric rates received from PMPA. These credits are not
customary in nature and are not expected to be frequent in occurrence. During 2018, this amount received from
PMPA as base billing demand credits were $2,973,834.

Transfers to the City: During fiscal years 2018 and 2017, the Commission made transfers to the City of Greer’s
General Fund in the amount of $1,000,000.

Capital Assets and Long-Term Debt

Capital Assets: At the end of 2018, the Commission has invested $365,304,402 in land and a broad range of
infrastructure including electric distribution facilities; electric substations; fiber optic infrastructure and equipment;
water and sewer plants; wastewater facilities; water and sewer lines; maintenance and administration facilities;
vehicles and equipment; and office and computer equipment. Please refer to Note 3 to the financial statements
for additional information on the Commission’s capital assets.

In 2018 and 2017, the Commission’s capital assets increased in the net amount of $12,902,471 and $15,416,971,

respectively. Of this increase, $13,871,592 and $14,235,081, respectively, was for expansion and improvement
to utility plant and the remainder for other operating assets during 2018 and 2017.
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Capital Assets

2017 to 2018 2016 to 2017
FY 2016 FY 2017 FY 2018 Dollars % Dollars %
Increase (decrease) Increase (decrease)

Land $ 263508 $ 2,684,952 $ 2692270 $ 7,318 0.27% $ 49,864 1.89%
Buildings 6,902,526 6,981,188 6,928,372 (52,816) -0.76% 78,662 1.14%
Machinery, equipment, and vehicles 10,368,961 11,149,286 11,044,469 (104,817)  -0.94% 780,325 7.53%
Electric distribution system 55,171,058 57,996,292 63,111,789 5,115,497 8.82% 2,825,234 5.12%
Water distribution system 74,418,130 78,051,517 80,691,782 2,640,265 3.38% 3,633,387 4.88%
Water reservoirs and dams 12,810,716 12,835,008 12,848,308 13,300 0.10% 24,292 0.19%
Recreational facilities 760,131 773,734 773,760 26 0.00% 13,603 1.79%
Gas distribution system 67,555,967 71,533,509 75,292,672 3,759,163 5.26% 3,977,542 5.89%
Disposal plants and sanitary sewer 96,623,279 101,531,322 104,195,666 2,664,344 2.62% 4,908,043 5.08%
Office equipment and software 3,926,914 4,186,350 3,367,544 (818,806) -19.56% 259,436 6.61%
Fiber optic 550,200 550,200 550,200 - 0.00% - 0.00%
Construction in progress 5,261,990 4,128,573 3,807,570 (321,003)  -7.78% (1,133,417)  -21.54%

Subtotal $ 336,984,960 $352,401,931 $ 365,304,402 $ 12,902,471 3.66% $ 15,416,971 4.57%
Less accumulated depreciation 129,084,762 137,318,158 144,433,209 7,115,051 5.18% 8,233,396 6.38%

Net property, plant, and equipment  $ 207,900,198  $215,083,773  $ 220,871,193 $ 5,787,420 2.69% $ 7,183,575 3.46%

The following is a summary of some of the major capital improvements completed and added to the system during
fiscal year 2018.

Improvements and upgrades to the Electric system $ 835,913
Improvements, upgrades and extension of the Natural Gas system 1,130,981
Highway 29 LED lighting project 237,006
High-pressure upgrades for Highway 101 Natural Gas lines 337,836
Genoble Road force main relocation 110,341
Pelham Medical Center campus upgrade for Gibbs Cancer Cener 864,394
Water Filter Plant infrastructure upgrades 208,672
New subdevelopments utility infrastructure 1,822,716
Downtown Greer Water and Sewer infrastructure upgrades 766,797
Maple Creek sewer plant upgrades 217,261
Automated Metering Infrastructure (AMI) project 46,037
Motor vehicles and heavy equipment replacements 456,570
Computers and related equipment replacements 193,499
Equipment and tools for maintaining utility servies and administration 322,786
New meters and upgrades to existing meters 1,619,269
Commission's LED lighting project 49,969

Total major capital improvements $ 9,220,047

Long-Term Debt: At the end of 2018, the Commission had $67,873,093 in aggregate long-term debt, down from
$71,887,006 at the end of fiscal year 2017, a decrease of $4,013,913, or 5.58%. In 2017, the Commission had
$71,887,006 in aggregate long-term debt, decreased from $75,645,005 at the end of fiscal year 2016, a decrease
of $3,757,999, or 4.97%. The changes resulted from scheduled principal payments made on the existing debt,
along with one debt refunding. Please refer to Note 7 to the financial statements for additional information on the
Commission’s long-term debt.
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During 2017 the Commission issued $14,740,000 of refunding bonds to defease the remaining outstanding bonds,
net of all cost of debt, of the Series 2009 Combined Utility System Revenue bonds. The refund transaction
provided the Commission with an economic gain of $1,033,197, or 7.11%.

FY 2016 FY 2017 FY 2018
Weighted Weighted Weighted
Average Average Average
Principal Coupon Principal Coupon Principal Coupon 2017 to 2018 2016 to 2017
Outstanding Rate Outstanding Rate oL ling Rate Dollars % Dollars %
Increase (decrease) Increase (decrease)
Series 2002 revenue bonds $ 23,075,000 5.47% $ 22,865,000 547% $ 22,640,000 5.48% $ (225,000)  -0.98% $ (210,000)  -0.91%
2004 South Carolina SRF loan 6,405,325 2.25% 6,108,242 2.25% 5,804,418 2.25% (303,824)  -4.97% (297,083)  -4.64%
2005 South Carolina SRF loan 5,344,443 2.25% 5,087,851 2.25% 4,825,437 2.25% (262,414)  -5.16% (256,592)  -4.80%
Series 2007 revenue bonds 3,676,828 4.02% 3,404,476 4.02% 3,121,177 4.02% (283,299)  -8.32% (272,352)  -7.41%
2007 South Carolina SRF loan 9,077,583 2.25% 8,426,455 2.25% 7,760,554 2.25% (665,901)  -7.90% (651,128)  -7.17%
Series 2009 refunding bonds 16,055,000 4.03% - 0.00% - 0.00% - 0.00% (16,055,000)  -100.00%
2009 South Carolina SRF loan 4,335,826 2.25% 4,194,982 2.25% 4,051,507 2.25% (143,/475)  -3.42% (140,844)  -3.25%
2013 SC Public Service Authority loan 3,500,000 0.00% 3,500,000 0.00% 3,500,000 0.00% - 0.00% - 0.00%
Series 2015 refunding bonds 4,175,000 2.10% 3,745,000 2.10% 3,310,000 2.10% (435,000) -11.62% (430,000)  -10.30%
Series 2017 refunding bonds - 0.00% 14,555,000 1.99% 12,860,000 1.99% (1,695,000)  -11.65% 14,555,000 0.00%
Total Long-term debt $ 75,645,005 3.58% $ 71,887,006 319% $ 67,873,093 3.24% $ (4,013,913)  -5.58% $ (3,757,999)  -4.97%

The Commission’s current average cost of capital is 3.24% in outstanding debt, with the average cost of capital
being 3.19% and 3.58%, for the years 2017 and 2016, respectively.

Bond Ratings - All outstanding Combined Utility System Revenue Bonds (“Revenue Bonds”) carry an A1, A+
and AA- ratings from Moody’s, Standard & Poor’s, and Fitch Ratings, respectively. During 2017 and 2016, the
Commission received affirmations of each of its ratings from Moody’s and Standard & Poor’s, with Fitch Ratings
issuing an upgrade to its ratings to AA-, from A+.

Limitations on Debt - The Bond Ordinance provides that debt may be issued under the Bond Ordinance from
time to time in such amounts as deemed necessary or advisable to the City, upon request of the Commission, for
any purpose for which bonds may be issued for the benefit of the Commission under the Enabling Act. Prior to
issuing any additional bonds, other than refunding bonds, the Commission is required to prove that the estimated
future net revenues of the Commission are expected to be at least 120% of the actual highest combined debt
service requirement (including debt service on the proposed additional bonds) for the current fiscal year and for
the three fiscal years following the issuance of the additional bonds. The Commission currently reports a
maximum debt service coverage ratio of 279%, 261%, and 255%, for the years 2018, 2017, and 2016,
respectively.

2017 to 2018 2016 to 2017
FY 2016 FY 2017 FY 2018 Dollars % Dollars %

Revenues Increase (decrease) Increase (decrease)
Revenues from operations $ 84397100 $ 85673165 $ 96,950,446 $ 11,277,281 13.16% $ 1,276,065 1.51%
Non-operating revenue 46,404 66,237 93,200 26,963 40.71% 19,833 42.74%
Capacity fees* 1,133,365 1,065,325 1,153,000 87,675 8.23% (68,040) -6.00%

Total revenues $ 85576869 $ 86,804,727 $ 98,196,646 $ 11,391,919 13.12% $ 1,227,858 1.43%
Expenses
Total expenses $ 78086048 $ 79,356,042 $ 89,727,888 $ 10,371,846 13.07% $ 1,269,994 1.63%
Depreciation (8,454,337) (8,734,655) (8,887,018) (152,363) 1.74% (280,318) 3.32%
Bond interest expense (2,541,355) (2,323,732) (2,059,903) 263,829 -11.35% 217,623 -8.56%
Gain (loss) on sale of assets 44,419 88,185 (282,974) (371,159)  -420.89% 43,766 98.53%

Total expenses $ 67,134775 $ 68385840 $ 78,497,993 $ 10,112,153 14.79% $ 1,251,065 1.86%
Income available for debt service $ 18,442,094 $ 18,418,887 $ 19,698,653 $ 1,279,766 6.95% $ (23,207) -0.13%
Maximum annual debt service (ADS) $ 7,229,365 $ 7,056,895 $ 7,056,895 $ - 0.00% $ (172,470) -2.39%
Maximum ADS coverage 255% 261% 279% 6.90% 2.35%

*Although Capacity fees are allocated to Contributions of Capital, they are available for debt service under the Bond Ordinance
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With this continued strong debt service coverage ratio, the Commission has the ability and capacity to issue
additional bonds to fund future capital additions to the System. As a result of the increase in capital reserves and
strategic planning, the Commission currently anticipates internally funding capital projects within the current long-
range Capital Improvement Plan through fiscal year 2023.

Economic Outlook and Final Comments

The economic outlook for the Greenville and Spartanburg Counties continues to show positive trends in several
areas. With the continued increase in the receipt of capacity fees received by the Commission, both Greenville
and Spartanburg Counties are showing continual developer activity, which coincides with economic growth. Both
Greenville and Spartanburg Counties have experienced an increase of 2.3% in the number of jobs as of December
31, 2018 compared to prior year. Unemployment rates for the Greenville and Spartanburg Counties were 3.4%
at the end of 2018 and per capita personal income has increased 8.47% from prior year. Population increases in
both counties mirror the positive trend the Commission has seen in customer growth.

These positive economic indicators promote the financial health and sustainability of the Commission. The
Commission is committed to fiscal responsibility, which is our assurance we will sensibly spend, earn and generate
funds without placing undue hardship on our ratepayers.

The Commission considered a variety of factors in developing the fiscal year 2019 budget, including required rates
by utility and customer class, user fees, and other charges. The Commission is required under the Ordinance to
set rates and fees at levels which are at least sufficient to provide 100% of the amounts required to be deposited
into the Operation and Maintenance Fund for the then current fiscal year, any amounts required to be deposited
into any Debt Service Reserve Fund for the then current fiscal year, and any other amounts necessary to comply
with the terms of the Bond Ordinance or any other contract or agreement with the Bondholders.

The fiscal year 2019 budget provided for no rate increases in any of the Commission’s utility services. For 2019,
requirements, such as increasing legislative environmental requirements mandated for our drinking water and
wastewater treatment facilities, volatile natural gas markets and the rising cost of purchased power, rising health
care costs, and the general overall effects of inflation on our day-to-day operating requirements, must be dealt
with effectively through the rates and fees charged for our services in order to achieve revenue sufficiency and
appropriate levels of debt service coverage for each of the four operating utilities.

The Commission’s customer base for each utility is evaluated in consideration of the City and County projected
population growth, the impacts of annexations, the general economy, and other known factors affecting each
individual utility.

Contacting the Commission’s Finance Manager

This financial report is designed to provide our citizens, customers, and creditors with a general overview of the
Commission’s finances and to demonstrate the Commission’s accountability for the money it receives. Questions
concerning any of the information in this report or requests for additional information should be directed to the
office of: Charles E. Reynolds, Finance Manager, Greer Commission of Public Works, P.O. Box 216, Greer,
South Carolina 29652-0216.
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GREER COMMISSION OF PUBLIC WORKS

STATEMENTS OF NET POSITION

DECEMBER 31, 2018 AND 2017

Restated
2018 2017
ASSETS
Current assets:
Cash and cash equivalents:
Operating $ 27,823,763 $ 23,016,462
Restricted 10,016,986 8,639,503
Total cash and cash equivalents 37,840,749 31,655,965
Receivables:
Customers, less allowance for doubtful accounts
of $275,644 in 2018 and $250,675 in 2017 12,339,079 10,980,345
Inventories 3,329,434 2,910,321
Prepaid expenses 168,675 351,949
Total current assets 53,677,937 45,898,580
Non-current assets:
Utility plant 365,304,402 352,401,931
Less accumulated depreciation (144,433,209) (137,318,158)
Total non-current assets 220,871,193 215,083,773
Total assets $ 274,549,130 $ 260,982,353
Deferred outflows of resources:
Bond defeasance loss $ 277,358 $ 320,370
Deferred outflows from pension 1,940,821 2,811,577
Deferred outflows from other post-employment benefits 287,000 56,000
Total deferred outflows of resources $ 2,505,179 3$ 3,187,947
LIABILITIES
Current liabilities:
Accounts payable $ 6,019,592 $ 6,624,188
Construction contract retainage payable - 85,816
Accrued interest 634,224 658,155
Other accrued expenses 2,749,660 1,563,501
Customer deposits 1,739,175 1,466,193
Current portion of landfill post-closure liability 16,700 17,521
Current portion of long-term debt 4,810,984 4,013,913
Total current liabilities 15,970,335 14,429,287
Landfill post-closure liability 217,100 227,779
Other post-employment liability 3,041,000 2,802,000
Net pension liability 16,797,856 17,490,425
Long-term debt, net of unamortized premium,
and current portion of long-term debt 63,439,534 68,287,078
Total non-current liabilities 83,495,490 88,807,282
Total liablilities $ 99,465,825 $ 103,236,569
Deferred inflows of resources:
Deferred inflows from pension $ 609,413 $ 142,912
Deferred inflows from other post-employment benefits 78,000 91,000
Total deferred inflows of resources $ 687,413 $ 233,912
NET POSITION
Net investment in capital assets $ 153,598,034 $ 143,103,152
Restricted for:
Debt service 435,807 429,032
Capital projects 7,842,003 6,744,278
Unrestricted 15,025,227 10,423,357
Total net position $ 176,901,071 $ 160,699,819

See accompanying notes to the financial statements.
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GREER COMMISSION OF PUBLIC WORKS

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

YEARS ENDED DECEMBER 31, 2018 AND 2017

Restated
2018 2017
Operating revenues:
Electric revenues $ 45,295,406 $ 41,944,704
Gas revenues 33,642,411 26,147,506
Water revenues 8,496,694 8,401,020
Sewer revenues 6,572,392 6,268,682
Other operating revenues 2,943,543 2,911,253
Total operating revenues 96,950,446 85,673,165
Operating expenses:
Purchased power 36,821,848 35,502,277
Purchased gas 20,498,377 13,986,313
Depreciation 8,887,018 8,734,655
Other operating expenses 21,177,768 18,897,250
Total operating expenses 87,385,011 77,120,495
Net operating revenue 9,565,435 8,552,670
Other revenues (expenses):
Interest expense (2,059,903) (2,323,732)
Interest revenue 93,200 66,237
Transfers to the City of Greer (1,000,000) (1,000,000)
Gain/(loss) on disposal of utility plant (282,974) 88,185
Total other expenses, net (3,249,677) (3,169,310)
Change in net position before contributions and extraordinary items 6,315,758 5,383,360
Contributions and extraordinary items
Contributions 6,911,660 5,050,835
Extraordinary revenues from electric demand credits 2,973,834 -
Total contributions and extraordinary items 9,885,494 5,050,835
Change in net position after contributions and extraordinary items 16,201,252 10,434,195
Net position at beginning of the year, as previously reported 160,699,819 151,961,624
Cumulative effect of change in accounting principle - (1,696,000)
Net position at beginning of the year, as restated 160,699,819 150,265,624

Net position at end of the year

$ 176,901,071

$ 160,699,819

See accompanying notes to the financial statements.
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GREER COMMISSION OF PUBLIC WORKS
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2018 AND 2017

Restated
2018 2017
Cash flows from operating activites:
Cash received from customers $ 92,921,151 $ 81,359,987
Cash paid to suppliers (70,523,786) (60,952,147)
Cash paid to employees (7,059,633) (5,960,680)
Other operating revenue 2,943,543 2,911,253
Net cash provided by operating activities 18,281,275 17,358,413
Cash flows from noncapital financing activities:
Payments to City of Greer (1,000,000) (1,000,000)
Extraordinary revenues 2,973,834 -
Net cash used in noncapital financing activities 1,973,834 (1,000,000)
Cash flows from capital and related financing activites:
Increase in utility plants (11,025,192) (13,415,810)
Capital contributions 2,846,390 2,779,683
Proceeds from sale of utility plant 106,572 85,391
Proceeds from issuance of long-term debt - 14,740,000
Repayment of debt (4,007,461) (18,559,174)
Interest paid on long-term debt (2,083,834) (2,477,584)
Net cash used in capital and related financing activities (14,163,525) (16,847,494)
Cash flows from investing activites:
Interest received on investments 93,200 66,237
Net cash used in investing activities 93,200 66,237
Net increase (decrease) in cash and cash equivalents 6,184,784 (422,844)
Cash and cash equivalents at be