























NOTES TO THE FINANCIAL STATEMENTS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP -

NOTE A -- NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
- Continued ;

In-Kind Contributions: The in-kind contributions consist of the use of facilities and various contractual
services, which are valued at estimated market value. Contractual services are recognized if the services
received a) create or enhance nonfinancial assets, or b) require specialized skills, are provided by
individuals possessing those skills, and would typically need to be purchased if not provided by donation.

Advertising Costs: Costs incurred for preducing and communicating advertising and promotion are
expensed when incurred, which is generally when the advertising and promotion first takes place.
Advertising and promotion expense for the years ended June 30, 2013 and 2012 was $18,493 and
$14,290, respectively.

Concentration of Credit Risk: The Partnership maintains its cash deposits in an account at a financial
institution. All accounts are insured by the Federal Depository Insurance Corporation (FDIC) to the
maximum amount allowed by law. The Partnership has not experienced any losses in such accounts and
does not believe it is exposed to any significant credit risk related to cash for the years ending June 30,
2013 and 2012, respectively.

Concentrations of credit risk with respect to trade receivables arise through extending credit to
customers, generally without requiring collateral. The Partnership maintains an allowance for doubtful
accounts to cover estimated credit losses.

Compensated Absences: The Partnership’s paid time off is accrued at year end for financial reporting
purposes. The liability and expense incurred are recorded as a current liability in the statement of
financial position and as a component of personnel expense in the statement of functional expense.

Reclassifications: Certain reclassifications have been made to the 2012 classifications to make the
presentation comparable to the 2013 presentation. These reclassifications have no impact on net
assets as previously reported.

Subseguent Events: Management of the Partnership has evaluated subsequent events through October
24, 2013 the date the financial statements were available to be issued.
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NOTES TO THE FINANCIAL STATEMENTS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP

NOTE B -- INVESTMENTS

The fair value of investments is estimated based upon quoted market prices for those or similar
investments. See note E for the discussion of fair value measurements. Investments consist of the

following at June 30:

2013 2012
Cost Fair Value Cost Fair Value
Money market fund S 464,733 S 464,733
Mutual funds 978,952 981,825 $ 1,839,651 S 1,856,304
Certificates of deposit 95,000 95,616
Government agency bonds 250,000 247,885
Corporate bonds 455,366 455,545 394,700 388,831

TOTAL S 2,149,051 $ 2,149,988 S 52,329,351 $ 2,340,751

NOTE C -- PROPERTY AND EQUIPMENT

Property and equipment consists of the following as of June 30:

2013 ' 2012
Leasehold improvements S 2,798 S 169,637
Furniture, fixtures and equipment 194,950 88,005
Vehicles 48,898 48,898
246,646 306,540
Less accumulated deprecation (98,221) (236,010)

TOTAL PROPERTY AND EQUIPMENT, NET _$ 148,425 s 70,530

Depreciation expenses were $42,324 and $31,089 for the years ending June 30, 2013, and 2012,
respectively.

NOTE D -- NOTES RECEIVABLE

The Partnership issued two notes receivable for customers. A note in the amount of $15,000, payable
in two installments during 2014, was issued for services rendered during 2012. The second note was
originally issued in 2011 to a customer with a past due balance. The outstanding balance on the note
was re-amortized in June 2012 to accrue interest on past due payments. The note provides for monthly
payments including principal and interest of $1,000 for 31 months bearing an interest rate of 6%. The
note became past due during the year. Past due status is determined by contractual terms. Customer
has agreed to pay $1,500 monthly payments until the account is current. The note was 90 days past
dug at June 30, 2013. The balance on that note at June 30, 2013 was $21,290. Future principal
payments under the notes are as follows for the years ending June 30:

2014 5 29,418
2015 6,872
TOTAL * 36,290
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NOTES TO THE FINANCIAL STATEMENTS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP

NOTE E -- FAIR VALUE MEASUREMENTS

The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (level 1) and the lowest priority to
unobservable inputs (level 3).

The three levels of the fair value hierarchy under FASB ASC 820 are described as follows:

Level1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets that the Partnership has the ability to access.

Level 2 Inputs to the valuation methodology include
e Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in inactive markets;
e Inputs other than quoted prices that are observable for the asset or liability; and

e Inputs that are derived principally from or corroborated by observable market data
by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be
observable for substantially the full term of the asset or liability.

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value. There
have been no changes in the methodologies used at June 30, 2013 and 2012.

Money market: Valued using their net asset value of $1.00 per unit because of the ability to
transact at will at the stable net asset value.

Certificates of deposit: Valued using recently executed transactions, market price quotations
and pricing models that factor in, where applicable, interest rates and volatility.

Mutual funds and corporate bonds: Valued at the closing price reported on the active market on

which the individual securities are traded. Corporate bonds are disaggregated based on their
S&P ratings.
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NOTES TO THE FINANCIAL STATEMENTS

SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP

NOTE E -- FAIR VALUE MEASUREMENTS - Continued

The following table sets forth by level, within the fair value hierarchy, the Partnership's fair value

measurements as of June 30, 2013 and 2012:

Assets at Fair Value as of June 30, 2013

Level 1 Level 2 Level 3 Total
Money market S 464,733 S 464,733
Mutual funds
Federated government obligation 247,885 247,885
Fixed income 981,825 081,825
Corporate bonds
Aa 206,379 206,379
A 249,166 249,166
TOTAL ASSETS AT FAIRVALUE $ 1,694,443 455,545 S 0 S 2,149,988

Assets at Fair Value as of June 30, 2012

Level 1 Level 2 Level 3 Total
Certificates of deposit 95,616 S 95,616
Mutual funds
Federated government obligation S 882,027 882,027
Fixed income 974,277 974,277
Corporate bonds
Aa 156,099 156,099
A 232,732 232,732
TOTAL ASSETS AT FAIRVALUE $ 1,856,304 484,447 S 0 S 2,340,751

A summary of the return on investments consist of the following for the years ended June 30:

2013 2012
Interest S 19,533 S 21,668
Dividends 14,694 16,183
Realized gain (loss) (23,863) (6,398)
TOTAL INVESTMENT INCOME _$ 10,364 $ 31,453
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NOTES TO THE FINANCIAL STATEMENTS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP

NOTE F -- IN-KIND CONTRIBUTIONS

In-kind contributions consist of the following for the years ending June 30:

2013 2012
Office/faculty rent space S 18,345 S 113,074
Software 270,600 270,600
Consulting services 383,211 32,230

TOTAL $ 672,156 S 415,904

NOTE G -- EMPLOYEE BENEFITS

The Partnership has adopted a defined contribution plan and trust, covering substantially all
employees. Employer contributions, if any, are determined at the sole discretion of the Board of
Directors, not to exceed 10% of participant compensation. Contribution expense for the years ended
June 30, 2013 and 2012 were $199,087 and $177,200, respectively.

NOTE H-- OPERATING LEASES

The Partnership leases office space and office equipment under several operating leases, which expire
at various dates through July 2017. Future minimum lease payments are as follows for the years ending
June 30:

2014 5 128,457
2015 137,611
2016 ' 69,872
2017 23,292
Total S 359,232

Lease expense for the years ended June 30, 2013 and 2012, totaled $93,960 and $52,362, respectively.

During 2002, the Partnership entered into a lease for office space that allows for leasehold
improvements to be made in lieu of payments. These improvements, of approximately $167,000, have
been capitalized and are being depreciated over the 10-year term of the lease. Depreciation expense
relating to these leasehold improvements was $6,952 and was fully depreciated for the year ended
June 30, 2012. The lease was not renewed upon expiration of the term.

NOTE [ -- ECONOMIC DEPENDENCY

During the years ended June 30, 2013 and 2012, the Partnership received approximately 47% of total
revenue from various federal and state grants, respectively. While it is anticipated that funding will
continue for several more years, a significant reduction in the level of support, if it were to occur, could
have a material effect on the Partnership's programs and activities.
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NOTES TO THE FINANCIAL STATEMENTS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP

NOTE J-- RELATED PARTIES

The Partnership’s board of directors consists of local manufacturers, representatives from various state
agencies and representatives from Clemson University and the University of South Carolina. The
following related party transactions occurred between the Partnership and its board members for the
years ended June 30: :

2013 2012
Nature of Service
Project revenue S 44,817 S 53,441
Professional fees 9,000 0
Subaward agreements 179,593 365,000
TOTAL $ 233,410 S 418,441

On October 21, 2011 the Partnership created a wholly-owned for-profit entity, Transform, Inc., to invest
in small and medium sized manufacturers in the State of South Carolina. There has been no activity, thus
far, other than organizational costs. The investment in Transform as of June 30, 2013 is $35,000.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To The Board of Directors of
South Carolina Manufacturing Extension Partnership

We have audited 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, the financial statements of South Carolina
Manufacturing Extension Partnership (the “Partnership”), which comprise the statement of financial
position as of June 30, 2013, and the related statements of activities and cash flows for the year then
ended, and the related notes to the financial statements and have issued our report thereon dated
October 24, 2013.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the financial statements, we considered the Partnership’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 opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Partnership’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the Partnership’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.

Our consideration of the 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.
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COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Partnership’s financial statements are free
of 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.

Columbia, South Carolina

October 24, 2013 He 7?44— 6”37; A,
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY OMB CIRCULAR A-133

To The Board of Directors of
South Carolina Manufacturing Extension Partnership

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM

We have audited South Carolina Manufacturing Extension Partnership’s (the “Partnership”) compliance
with the types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that could have a direct and material effect on each of the
Partnership’s major federal programs for the year ended June 30, 2013. The Partnership’s major federal
program is identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs.

MANAGEMENT’S RESPONSIBILITY

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

AUDITORS' RESPONSIBILITY

Our responsibility is to express an opinion on compliance for each of the Partnership’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about the
Partnership’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Partnership’s

compliance.
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OPINION ON EACH MAJOR FEDERAL PROGRAM

In our opinion, the Partnership complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its major federal

program for the year ended June 30, 2013.
REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of the Partnership is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Partnership’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report
on internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Partnership’s internal control over compliance.

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

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

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133.Accordingly, this report is not suitable for any other purpose.

Columbia, South Carolina 7,7‘3 7,4,%_ 6;49”7) /4

October 24, 2013
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP
For the Year Ended June 30,2013

Pass-Through
Federal Grantor / Federal Entity
Pass-Through Grantor CFDA Identifying
Program Title Number Number Expenditures
Direct Programs:
U.S. Department of Commerce
U.S. Department of Commerce National Institute of Standards
And Technology Standards and Technology - MEP
Cooperative Agreement 11.611 S 2,184,489
U.S. Department of Commerce National Institute of Standards
And Technology Standards and Technology - MEP
Environmental Protection Agnecy's E3 Initiative 11.611 4,670
South Carolina Suppliers Scouting Requirements from Veteran
Affairs 11.611 63,033
U.S. Department of Agriculture
Rural Business Enterprise Grant 10.783 20,846
Rural Business Enterprise Grant - ARRA 10.783A 30,728
Technical Assistance and Training 10.761 65,480

Pass-Through Programs:
U.S. Department of Commerce

U.S. Department of Commerce National Institute of Standards
And Technology lllinois Manufacturing Extension Center
Supply Chain Service Department

U.S. Department of Energy
South Carolina Energy Office
Save Energy Now

Total Direct Programs 2,369,246

11.611 70NANB10H315 105,123
81.119 31001 205,291
Total Pass-Through Programs 310,414

TOTAL EXPENDITURES OF FEDERAL AWARDS § 2,679,660
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NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP
June 30, 2013

NOTE A --BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
South Carolina Manufacturing Extension Partnership and is presented on the accrual basis of
accounting, which is described in note A of the Partnership’s financial statements. The information in
this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in the
schedule may differ from amounts presented in, or used in, the preparation of the financial
statements.

NOTE B -- NATIONAL INSTITUTE OF STANDARDS AND TECHNOLOGY GRANT

The National Institute of Standards and Technology (NIST) cooperative agreement is awarded to the
South Carolina Manufacturing Extension Partnership. The Partnership partners with the following
colleges and organizations to provide services: Clemson Research Apparel (Clemson University), The
University of South Carolina’s Center for Manufacturing and Technology, and South Carolina Export
Consortium. This agreement requires non-federal matching of 66.7% to the federal 33.3% share.

The Partnership provided federal awards to NIST sub-recipients during the year ended June 30, 2013
as follows:

Clemson Research Apparel S 79,593
Center for Manufacturing and Technology 200,000
South Carolina Export Consortium 49,128

$ 328,721

The sub-recipient non-federal matching funds as of June 30, 2013 consisted of $506,993 cash match
and $118,092 in-kind match.

NOTE C -- UNITED STATES DEPARTMENT OF AGRICULTURE - RURAL DEVELOPMENT

The United States Department of Agricultures’ Rural Development Office awarded two rural business
development grants to the South Carolina Manufacturing Extension Partnership, in which the
Partnership has partnered with the South Carolina Export Consortium. For the fiscal year ended June
30, 2013, the Partnership provided federal funds to the South Export Consortium in the amount of
$51,574.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP
Year Ended June 30, 2013

SECTION I -- SUMMARY OF AUDITORS’ RESULTS

1.

The auditors’ report expresses an unmodified opinion on the financial statements of South
Carolina Manufacturing Extension Partnership.

No significant deficiencies relating to the audit of the financial statements are reported in the
Independent Auditors’ Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed In Accordance With
Government Auditing Standards.

No instances of noncompliance material to the financial statements of South Carolina
Manufacturing Extension Partnership, which would be required to be reported in accordance with
Government Auditing Standards, were disclosed during the audit.

No significant deficiencies relating to the audit of the major federal award program is reported in
the Independent Auditors’ Report on Compliance for Each Major Program and on Internal Control

Over Compliance Required by OMB Circular A-133.

The auditors’ report on compliance for the major federal award program for South Carolina
Manufacturing Extension Partnership expresses an unmodified opinion on the major program.

Audit findings that are required to be reported in accordance with Section 501(a) of OMB Circular
A-133 are reported in this schedule.

The program tested as a major program was:

National Institute of Standards and Technology Grant 11.611
The threshold used for distinguishing between Types A and B programs was $300,000.

South Carolina Manufacturing Extension Partnership qualifies as a low risk auditee.

SECTION II -- FINDINGS -FINANCIAL STATEMENT AUDIT

None

SECTION III --FINDINGS AND QUESTIONED COSTS-MAJOR FEDERAL AWARD PROGRAMS

None

SECTION IV -- SCHEDULE OF PRIOR FINDINGS AND QUESTIONED COSTS

None
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