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Horry Gounty Schools

November 25, 2014

THE CITIZENS OF HORRY COUNTY,
HORRY COUNTY BOARD OF EDUCATION, AND
DR. CYNTHIA C. ELSBERRY SUPERINTENDENT OF SCHOOLS

The Comprehensive Annual Financial Report (CAFR) of the Horry County Schools (the District) for
the fiscal year ended June 30, 2014, is hereby submitted. Responsibility for both the accuracy of the
information and the completeness and fairness of the presentation, including all disclosures, rests
with the District. To the best of our knowledge and belief, the enclosed information is accurate in all
material respects and reported in a manner designed to present fairly the financial position and
results of operations of the various funds of the District. All disclosures necessary to enable the
reader to gain an understanding of the District's financial activities have been included.

The District's Board of Education is financially accountable for the funds included in this report. The
District is not included in any other "reporting entity" as defined by the Government Accounting
Standards Board Statement 61, “The Financial Reporting Entity.” The Board of Education has
decision-making authority including the power to hire management, the ability to significantly influence
operations and the accountability for fiscal matters. The District accounts for its financial activity using
fund accounting procedures. Note 1 of the financial statements fully describes the various funds used
by the District.

The accounting principles generally accepted in the United States require 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 Horry County Schools' MD&A
can be found immediately following the report of the independent auditors.

THE REPORTING ENTITY

Horry County, South Carolina, is located on the east coast of the United States, bounded on the north
by the North Carolina state line and the east by the Atlantic Ocean. It encompasses 1,134 square
miles of area creating the largest county in landmass east of the Mississippi River and is slightly
larger geographically than the state of Rhode Island. The District serves a county of approximately
289,650 people.

P.O. Box 260005 - 335 Four Mile Road - Conway, SC 28528-6005 - (843) 488-6700 - Fax (843) 488-6722
www.horrycountyschools.net



The District is governed by a twelve-member Board of Education (the Board); eleven members
elected from single-member districts for four-year staggered terms and a chairperson elected at large
for a four-year term. The Board has legal authority for the operation of all public schools in Horry
County. It has complete and final control over County school matters within the framework set by the
State Legislature and the South Carolina Department of Education. The Board acts to interpret the
educational needs of the County and then meets those needs with policies and facilities that stimulate
the student and the learning process.

The Board is also responsible for hiring the Superintendent, who is a professional educator employed
to advise the Board on all matters concerning management of the schools, as well as administering
laws, regulations and policies adopted by the Board. As the leader for teaching and learning for the
District, the Superintendent is responsible for guiding the development of the curriculum and
educational programs that address the needs of students as well as providing leadership and
advocacy for education.



The District has nine attendance areas: Myrtle Beach, Conway, Socastee, North Myrtle Beach, Loris,
Aynor, Green Sea-Floyds, St. James, and Carolina Forest. Each area consists of a high school and
the middle and elementary schools that feed into it. The District operates a total of 51 schools. All
schools in the District are fully accredited by the South Carolina Department of Education and the
Southern Association of Colleges and Schools. The District is the third largest of the State's eighty-
five school districts and ranks second in the State in student enrollment growth during the past ten
years. According to the 135-day average daily membership, the District has a student population of
40,256.

INSPIRING
Horry County Schools pO S S l Bl L[Tl ES

The District provides a full range of programs and services for its students. These include elementary
and secondary course offerings at the general, vocational, college preparatory, and international
baccalaureate levels. A broad range of co-curricular and extra-curricular activities to complement the
students’ curricular programs is also offered.

In addition, Waccamaw Park Public Charter Schools, also known as Bridgewater Academy, Palmetto
Academy of Learning and Success, also known as PALS, the Academy of Hope, Inc., and Palmetto
Academy for Learning Motor Sports, also known as PALM are charter schools under legislation
enacted on June 18, 1996. A charter school is considered a public school and is part of Horry County
Schools for the purposes of state law and state constitution. Because these charter schools are fiscally
dependent on the District and exclusion of their financial information would cause the District’s financial
statements to be incomplete, the financial statements of the charter schools are included in those of the
District as a discretely presented component units.

FINANCIAL INFORMATION
Internal Controls

The administration of the District is responsible for establishing and maintaining an internal control
structure designed to ensure that the assets of the District are protected from loss, theft, or misuse
and to ensure that adequate accounting data is compiled to allow for the preparation of financial
statements in conformity with generally accepted accounting principles (GAAP). The internal control
structure is designed to provide reasonable, but not absolute, assurance that these objectives are
met. The concept of reasonable assurance recognizes that: (1) the cost of a control should not
exceed the benefits likely to be derived and (2) the evaluation of costs and benefits requires
estimates and judgments by management. As management, we assert that, to the best of our
knowledge and belief, this financial report is complete and reliable in all material respects.



Independent Audit

State statutes require an annual audit by an independent Certified Public Accountant. The accounting
firm of McGregor and Company, LLP, Certified Public Accountants, was selected to perform this
audit. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the District for the year ended June 30, 2014, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement presentation. The
independent auditor concluded, based upon the audit, that there was a reasonable basis for
rendering an unmodified opinion that the District's financial statements for the year ended June 30,
2014, are fairly presented in conformity with GAAP. The independent auditors’ report is presented as
the first component of the Financial Section of this report.

Single Audit

As a recipient of federal revenues, the District is required to undergo an annual single audit in
conformity with the provisions of all applicable laws and/or regulations. Information related to this
single audit, including the schedule of expenditures of federal awards, findings and
recommendations, and auditors’ reports on the internal control and compliance with applicable laws
and regulations, is included in the single audit section of this report.

The District is also responsible for ensuring that an adequate internal control structure is in place to
ensure compliance with applicable laws and regulations related to those programs. This internal
control structure is subject to periodic evaluation by the administration of the District. As a part of the
single audit process, tests are made to determine the adequacy of the internal control structure,
including that portion related to federal financial assistance programs, as well as to determine that the
District has complied with applicable laws and regulations.

Budgetary Control

The District approves an annual budget which acts as the financial operating plan for the entire fiscal
year and provides budgetary controls for all components of the District. The objective of these
budgetary controls is to ensure compliance with the annual appropriated budget approved by the
Board of Education. Activities of the General Fund, Special Revenue Funds, Debt Service Fund and
Capital Projects Fund are included in the annual appropriated budget. The legal level of budgetary
control is the fund level. To ensure compliance, the budgetary controls are established by function
and activity within each individual fund. All annual appropriations lapse at year-end with the exception
of those indicated as an assignment of fund balance. The District also maintains an encumbrance
accounting system as one technique of accomplishing budgetary control.

Financial Policies

There have not been any significant changes in financial policies that have a material impact on the
financial statements.



ECONOMIC CONDITION AND OUTLOOK

Development of the County’s predominantly tourist-based economy has been extremely rapid since the
early 1980’s. Most of the County’s 40 miles of beaches have been developed residentially or
commercially while at least 50 percent of the remainder of the County is yet to be developed. Thirty-two
percent of the state's hotel and motel rooms are in Horry County while 40 percent of the state’s second
homes are also located here. According to the U.S. Census Bureau Horry County grew to a permanent
population of over 269,000 in the year 2010 and is expected to exceed 319,000 by the year 2020.
Since 2000, this represents a growth of 72,662 residents, or 37 percent. For years 2011-2013,
population data is estimated.

Horry County Population Growth
2000-2013
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According to the U. S. Census Bureau, Horry County’s population in 2010 was approximately 79.9
percent White, 13.4 percent African-American, and 6.7 percent Other Race. Of this total, approximately
6.2 percent were of Hispanic origin. For 2013, the HCS student population consisted of 64 percent
White, 20.3 percent African-American, and 15.7 percent Other Race. In 2013, 8.9 percent of students
were of Hispanic origin. According to the U.S. Census Bureau 2013 American Community Survey, the
median household income estimate in Horry County was $42,075, compared to the US median
estimate of $52,250. Estimate of per capita income in 2013 for Horry County was $23,021, compared to
the US per capita income estimate of $28,184.

Horry County experienced the largest building bust in its history, with a tremendous decrease in new
construction starting in 2006. This bust came on the heels of the biggest building boom in the County's
history between 2002 and 2006. The boom in construction was a result of a combination of factors
including a strong economy, a maturing market place and a fast-growing tourism base. However, since
2006 the national economic situation has affected Horry County significantly with substantial drops in
construction related employment and expenditures.



Between 2002 and 2006 there were over 22,000 Single Family Residential Permits issued and over
14,000 Multi-Family Units permitted. Horry County building permits in 2006 totaled 10,303. This was a
decrease over 2005 of 10 percent as the downward slide began. Permitting in 2007 ended with 5,235
units, or a decrease of almost 50 percent over 2006. Permitting for 2008 finished with 2,980 permits,
another annual drop of 43 percent. Continuing this trend, permitting in 2009 finished with 1,701 units or
another annual drop of 43 percent. In 2010, a total of 1,498 permits were issued, a drop from 2009 of
approximately 12 percent and the lowest year on record since 1991. In 2011 the permitting began to
rebound with 2,043 units but was still well below previous years. Although this was a 36 percent
increase from 2010, it still represented an 82 percent drop from the high point in 2005. In 2012 permits
totaled 2,304, an increase of 13 percent over the previous year. In 2013, Horry County issued 3,091
permits, which was a 34 percent rise over 2012. Sales of real estate significantly slowed in 2007, 2008,
2009, and 2010 with drops in both single family home sales and condo sales, according to the Multiple
Listing Service. Sales of existing properties are rebounding and should continue to do so.

Horry County Single Family Permits
2001-2013
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Based on the latest research compiled by the SC Department of Parks, Recreation & Tourism, total
domestic visitor spending has an enormous impact on South Carolina and Horry County. In South
Carolina, a total of $17.6 billion was spent on travel or on behalf of tourism in 2012, up 6.8 percent over
2011. In 2012, tourism supported nearly one in ten South Carolina jobs and had a total fiscal impact in
state and local revenues of $1.3 billion. (Source: U.S. Travel Association, January, 2013)

Visitor estimates to Horry County totaled some 15.2 million in 2012. The direct and indirect economic
impact from tourism in Horry County led the State in all travel expenditures, payroll incomes and jobs
directly generated by domestic travel spending in 2013. Domestic travel expenditures in Horry County
were nearly $3.6 billion in 2013, more than 31 percent of the total spent on domestic travel in the State.
Domestic travel expenditures generated over $667 million in payroll and over 38,400 jobs for County
residents. In 2013, Domestic travel in Horry County generated $216 million in state sales tax receipts
and over $135 million in local tax receipts. Horry County ranks first among all SC counties in each of
these categories. (Source: SC Department of Parks, Recreation and Tourism; Myrtle Beach Area
Chamber of Commerce; Travel Industry Association)



There are many amusement attractions spanning the Grand Strand along with over 100 golf courses
located in the area. This constitutes one of the largest concentrations of like facilities in the nation.
Golfers played more than 3.4 million rounds of golf in Horry County during 2012. The state has 368 golf
courses, giving South Carolina the highest number of holes per capita in the United States. In 2011 golf
generated more than $2.7 billion annually for the state’s economy and directly or indirectly created
34,785 jobs, according to a SC Department of Parks, Recreation & Tourism study from April, 2012. This
industry has been instrumental in the expansion of the Horry County tourist season, including early
spring and late fall, as well as strengthening our regular May through October seasons. In addition to
golf, the area boasts eight live entertainment theaters with over 11,000 seats; 1,700 full-service
restaurants; 300 outlet shopping stores, and over 400 hotels with approximately 98,600
accommodation units.
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Located just one mile inland from the Atlantic Ocean, The Myrtle Beach International Airport (MYR)
provides easy service to more than 350 destinations worldwide. MYR recently completed a $118 million
terminal project that expanded the number of gates, baggage claim and security screening areas, while
adding a separate car rental facility and additional parking. MYR is currently served by seven airlines
with non-stop service to more than 25 destinations. In 2015, there are plans to add two additional
gates and spend an additional $20 million to resurface the runway at Myrtle Beach International.
Presently, there are seven airlines servicing MYR: Allegiant, Delta, Porter, Spirit Airlines, United, US
Airways and WestJet. The aviation industry at Myrtle Beach International Airport continues to bring
new technical jobs to the County. Currently, twenty-five different companies employ over 730 people at
the airport with a direct annual payroll of over $17.5 million. The airport and its tenants contribute more
than $42.1 million a year in direct operation expenses to the local economy. In addition to MYR, several
regional airports serve the Myrtle Beach area including: Conway-Horry County Airport (HWY); Grand
Strand Airport-Ramp 66 (CRE); Loris-Twin Cities Airport (5J9).

In 2012, Horry County ranked 13" in the State in agricultural production (crops and livestock) with more
than $101 million in cash receipts, according to the USDA National Agriculture Statistics Service. In
2012, there were 177,569 total acres of farmland in Horry County. In 2002 there was a total of 188,311
acres, indicating a five percent loss of farmland in a ten-year period. This continues to illustrate Horry
County’s decline as a major agricultural producer in South Carolina. In 1996, the County ranked 2™ in
the State and in 2003 it ranked 7". (Source: USDA, data provided every 5 years)



Of recent interest in Horry County has been the development of Sports Tourism. The area is coming to
be recognized across the Southeast as a primary destination for sports tournaments. Grand Park
Athletic Complex, which is located in the Market Common district of Myrtle Beach and was completed
in 2013, boasts seven large multipurpose fields and two youth fields. These fields have lights and
synthetic turf, and are designed to accommodate a variety of sports, including baseball, softball,
lacrosse, soccer and football. For 2012, Myrtle Beach hosted 2,892 teams on its athletic fields.
Presently under construction is the 100,000 square-foot Myrtle Beach Sports Center to be completed in
20156. This indoor facility includes eight basketball courts and 16 volleyball courts that can be
configured for a variety of sports events.

In 2014, North Myrtle Beach opened its own state-of-the-art sports tourism and recreational facility. The
North Myrtle Beach Park and Sports Complex contains six baseball/softball fields and eight
soccer/lacrosse fields. Over 60 sports tourism events were scheduled to be held at the new complex in
2014 including the IQA Quidditch World Cup and the Dixie Softball World Series.

NEW DEVELOPMENTS & ATTRACTIONS

Horry County’s biggest development, Carolina Forest, opened by International Paper, was begun in the
mid 1990's. Carolina Forest is approximately 17 square miles or 10,850 acres. To compare, the City of
Myrtle Beach is also approximately 17 square miles or 10,700 acres. According to the U.S. Census
Bureau the Carolina Forest area grew by 506 percent in population between 2000 and 2010, growing to
over 20,000 residents.

The long awaited Urban Village is now a reality at the former Myrtle Beach Air Force Base. The Market
Common, Myrtle Beach offers an outstanding opportunity to be part of a master planned
redevelopment by the Myrtle Beach Air Force Base Redevelopment Authority. On the 3,790-acre parcel
of land, over $30 million of new infrastructure has been installed, including 29 acres of lakes, new
community parks and four miles of new roads, all contiguous to the Myrtle Beach International Airport.
In the heart of the 100-acre redevelopment is a complimentary mix of retail, restaurant, residential,
hotel, and parking—bringing together the best ideas in land use and urban planning to create a
beautifully designed pedestrian-friendly lifestyle center. The Market Common has become an
important social and economic focal point for Myrtle Beach. In addition to the core redevelopment,
developers have begun construction on several new single family neighborhoods surrounding the core.

SkyWheel Myrtle Beach - May of 2011 marked the grand opening of Myrtle Beach's new attraction,
SkyWheel Myrtle Beach. The giant attraction stands at 196 feet (60 meters) and 18 stories high and
spans two ocean front lots along Ocean Boulevard. It has been specifically designed to include 42
glass enclosed and temperature-controlled gondolas, each of which can hold six people. The
SkyWheel Myrtle Beach also incorporates a complete light show in the evening. The only one of its
kind in the United States, this family-friendly attraction is sure to become an iconic staple for Myrtie
Beach.

Myrtle Beach International Airport Technology, Commerce and Aeronautics Park (ITAP)- ITAP is
a 460 acre Class “A” Aviation Technology, Commerce and Aeronautics Park owned by Horry County.
The park is located on Myrtle Beach International Airport property and has a public entrance from the
Market Common district. Horry County has plans to capitalize on the growing aviation and innovation
industries and position the County as the premier live/work community in the Southeast.

In October of 2014, a ribbon cutting ceremony was held to welcome STARTEK Inc. to Horry County.
STARTEK, a customer support center located in the Carolina Forest area, plans to bring 615 jobs with
an annual economic impact of more than $45 million to the area.



TRANSPORTATION

In order to improve Horry County's transportation system, a major federal interstate is under
consideration. 1-73/1-74 would begin in Michigan and continue through Ohio, West Virginia, Virginia,
North Carolina and end in Charleston, South Carolina, after passing through the Grand Strand. The
Federal Government has allocated $400,000 for South Carolina to do a feasibility study regarding the
project.

In addition, former Governor Beasley approved the most aggressive road construction program in the
history of Horry County, RIDE - Road Improvement and Development Effort in September 1996. Horry
County’s RIDE Project represents a comprehensive solution for transportation problems which pairs
significant funding from the local level with funding provided by the State of South Carolina. Horry
County enacted an ordinance in the fall of 1996 that implemented a 1.5 percent hospitality fee
(accommodations, restaurants, amusements, golf and theaters) effective January 1, 1997. The
purpose of this fee is to provide the financial ability for Horry County to partner with the State of South
Carolina to meet the infrastructure needs of the County. The participating parties of the RIDE project
are Horry County, the South Carolina Transportation Infrastructure Bank and the South Carolina
Department of Transportation. The total cost of the RIDE | program was $774 million ($698 million in
1997 dollars, escalated at 4.5 percent per year over the seven year construction period). The total debt
service over the life of the proposed bonds for the RIDE project is $1.2 billion. Horry County's
contribution to retire the debt is $368 million; the South Carolina Transportation Infrastructure Bank is
expected to fund the balance of the debt service, $859 million. The RIDE Project included a series of
interconnected highway construction and road enhancements that improved the overall transportation
network in Horry County.

The RIDE Il program, submitted to Horry County Council in May 2004, outlined an additional list of
priorities for roadway improvements. To fund these projects, a local option sales tax was passed by
Horry County voters in November of 2006. This sales tax expired on August 30, 2014 which during that
time, $446 million was collected.

The RIDE Ill committee is looking to collect up to $550 million to address high-traffic areas in the
county. This committee will pass its findings and recommendations on to a six-person commission
made up of three members from Horry County League of Cities and three members appointed by the
Horry County Council. That commission’s recommendation would then go to the full County Council
before it is brought to voters for another one-cent sales tax referendum.

AREA ACCOLADES

TRAVEL CHANNEL

“Top 10 Vacation Spots”

Travel Channel listed Myrtle Beach, South Carolina, as one of the Top 70 Vacation Spots. The site
listed the destination as a town that “teems with summertime action along the Strand with beaches,
amusement and water parks, restaurants and live entertainment and a host of hotels ready to pamper
guests young and old.”

TRIPADVISOR

“2012 TripAdvisor Travelers’ Choice Awards”

TripAdvisor named Myrtle Beach as the #3 Best Beach in the United States, and also one of the Top 11
Best in the World. The popular travel website described Myrtle Beach as “distinguished by panoramic
views of the Atlantic, calm waters and soft white sand” and “offers plenty of family attractions, making it
perfect for beach-lovers with kids”. Myrtle Beach was described as “a family-friendly beach
destination—which means in addition to great beaches, there's plenty to do when the kids are sick of
making sand castles. Amusement parks, water sports and golf courses are nearby. And family-friendly
dining and hotels abound.”



