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The pages that you are viewing on the CD are high resolution scans or images. Those
images are run through our Optical Character Recognition (OCR) software and a searchable
text version of the image is hidden behind the image.

This allows us to provide searchability without compromising the accuracy of the original
document.

The OCR software may straighten, rotate or deskew the document in order to recognize the
text. On clean documents, such as opinions, it is 99.9% accurate. The accuracy does drop
on faxes and poor quality documents. The accuracy of the searchable text is not proofed in
any way.

The search feature takes the accuracy of OCR and the possibility of errors into account and
compensates for it. For example, if you are searching for “ACME”, the search engine comes
across “AEME” on a poor quality image and highlights it.

This is where the search results feature is especially useful. The results are ranked by
relevance, confidence and frequency of occurrence. A document containing “ACME” will rank
higher than one containing “AEME”".
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Optional Security Features

Upon request, we can activate a number of security features:

Documents can be secured through the use of Digital ID files.

Password protect prohibits access to the documents without a password.

Printing of the documents can be disabled.

The ability to change the document in anyway can be disabled.

The ability to select searchable text or graphics can be disabled.
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can be accessed by
clicking on
magnifying glass tool
on the tool bar.
Clicking on the
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to zoom in on it as
shown to the right.
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and “-” buttons to
Increase or decrease
the zoom level.
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CLOSING MEMORANDUM

DOCUMENTS RELATING TO THE ISSUANCE
AND SALE OF $48,755,000 GENERAL OBLIGATION BOND
ANTICIPATION NOTES, SERIES 2009
OF BEAUFORT COUNTY, SOUTH CAROLINA

Dated: March 10, 2009

A. Documents Filed with Clerk of Court

10.

11.

12.

13.

14.

15.

16.

17.

COLUMBIA 946880v1

Certificate of Clerk of Court for Beaufort County, South Carolina (the “County”).

Certified copy of a Resolution of the County Council of the County, adopting the Council-
Administrator form of government for the County.

Certificate of Incumbency of certain officials of the County.
Certificate of Incumbency of members of the County Council.
Certificate of Auditor.

Copy of Ordinance No. 2006/3 Ordering Referendum.
Pre-clearance letter from U.S. Department of Justice.

Copy of Resolution No. 2006-37 Declaring Results of Referendum.
Certificate of Treasurer.

Affidavits of Publication of Notice of Public Hearing in The Island Packet on August 8,
2008.

Certified copy of Ordinance No. 2008/34.

Certified copy of Minutes.

Affidavits of Publication of Summary Notice of Sale in The State on February 17, 2009
Preliminary Official Statement.

Notice of Sale and Bid Form.

Report of Chief Financial Officer.

Filing for Debt Issue of Political Subdivision.



B. Documents Delivered by the County

18. Official Statement.

19. Certificate Regarding Initiative and Referendum Provisions.

20. Federal Tax Certificate.

21. Signature and No-Litigation Certificate.

22. Receipt.

23. Certificate of County Administrator Regarding the Official Statement.
24, Specimen of Note.

25. Form 8038-G.

26. Copies of Rating Letters.

27. Disclosure Dissemination Agent Agreement.

C. Documents Delivered by the Registrar/Paying Agent.

28. Registrar’s Certificate.

D. Documents Delivered by the Purchaser

29. Certificate as to Issue Price.
30. Purchaser’s Receipt for the Notes.
E. Opinion

31. Opinion of McNair Law Firm, Bond Counsel.

COLUMBIA 946880v1



STATE OF SOUTH CAROLINA )

) CERTIFICATE OF CLERK OF COURT
COUNTY OF BEAUFORT )

I, the undersigned, Clerk of Court for Beaufort County, South Carolina, do hereby certify that a
true, correct and full record of the proceedings in connection with the issuance and sale of $48,755,000
General Obligation Bond Anticipation Notes, Series 2009, of Beaufort County, South Carolina, consisting
of the documents and instruments set forth in Exhibit A attached hereto, was filed in this office and
indexed in a special book kept for that purpose on the date hereof.

JIN WITNESS WHEREOF, I have hereunto set my hand and th
Aodif .2009. -

Yo%

Clerk of Court for Beaufort County, South Carolina

e ofcial

"

(SEAL)

COLUMBIA 949544v1



EXHIBIT A

CLOSING MEMORANDUM

DOCUMENTS RELATING TO THE ISSUANCE
AND SALE OF $48,755,000 GENERAL OBLIGATION BOND
ANTICIPATION NOTES, SERIES 2009
OF BEAUFORT COUNTY, SOUTH CAROLINA

Dated: March 10, 2009

A. Documents Filed with Clerk of Court

L.

2.

10.

11.

12.

13.

14.

15.

16.

17.

COLUMBIA 949544v1

Certificate of Clerk of Court for Beaufort County, South Carolina (the “County™).

Certified copy of a Resolution of the County Council of the County, adopting the Council-
Admmistrator form of government for the County.

Certificate of Incumbency of certain officials of the County.
Certificate of Incumbency of members of the County Council.

Certificate of Auditor.

Copy of Ordinance No. 2006/3 Ordering Referendum.
Pre-clearance letter from U.S. Department of Justice.

Copy of Resolution No. 2006-37 Declaring Results of Referendum.
Certificate of Treasurer.

Affidavits of Publication of Notice of Public Hearing in The Beaufort Gazette and
The Island Packet on August 8, 2008.

Certified copy of Ordinance No. 2008/34.

Certified copy of Minutes.

Affidavits of Publication of Summary Notice of Sale in The State on February 17, 2009
Preliminary Official Statement.

Notice of Sale and Bid Form.

Report of Chief Financial Officer.

Filing for Debt Issue of Political Subdivision.



RESOLUTION

ADOPTING THE COUNCIL-ADMINISTRATOR FORM OF GOVERNMENT FOR THE COUNTY OF

BEAUFORT PURSUANT TO TITLE 14, SECTION 3701 (b) OF THE CODE OF LAWS OF

SOUTH CAROLINA.

WHEREAS, Section 14-3701 (b) of the Code of Laws provides that
unless otherwise determined by referendum prior to July 1, 1976, the
County shall beginning on that date have the form of government including
the method of election, number, composition and terms of the governing
body most nearly corresponding to the form in effect in the county

immediately prior to that date; and

WHEREAS, the General Assembly has determined in Section 14-3701L (b)
of the Code of lLaws that Beaufort County was operating under the Council-

Administrator form immediately prior to the date of July 1, 1976; and

WHEREAS, the governing body of Beaufort County cousisted of nine
members, with three elected at large and six elected from districts for two

year terms; and

WHEREAS, There has not been a referendum held in Beaufort County

to determine a form prior to July 1, 1976.

NOW THEREFORE BE IT RESOLVED in accordance with Section 14-3701 (b)
that Beaufort County hereby adopts the Council-Administrator form of

government.

BE IT FURTHER RESOLVED that the County Council shall be composed
of nine members with three elected at large and six elected from districts '

for two year terms.

ADOPTED TH1IS 28th Day of June, 1976.

WITNESSES : COUNTY COUJCLL OF BEAURORT COUNTY
. /’
AT, AL
i ,// //-k(
S f’ 7 — - |
N a0 v 5 -
AL RS PAY artest: L7 L (f," ""4'/4/'?’/‘/’«( i

CAmdnon & ‘
\ Nancy A. /ﬁdrk0V1Lh, Clerk to Council

f




STATE OF SOUTH CAROLINA )
) CERTIFICATE OF INCUMBENCY

COUNTY OF BEAUFORT )

I, the undersigned Clerk of Court for Beaufort County, South Carolina, do hereby certify
that:

1. Sharon P. Burris is Auditor of Beaufort County, South Carolina, her term of
office as such having commenced on July 1, 2006 and will expire on June 30, 2010.

2. Joy Logan is Treasurer of Beaufort County, South Carolina, her term of office as
such having commenced on July 1, 2006 and will expire on June 30, 2010.

3. I, Elizabeth Smith, am Clerk of Court for Beaufort County, South Carolina, my
term of office having commenced on January 1, 2005 and will expire on December 31, 2008.

In witness whereof, I have hereunto set my hand this 10" day of March, 2009.

Clerk of Court for Beaufort County, South Carolina

COLUMBIA 948323v}



STATE OF SOUTH CAROLINA )
) CERTIFICATE OF INCUMBENCY

COUNTY OF BEAUFORT )
L, the undersigned Clerk to the County Council (the “Council”) of Beaufort County, South Carolina
(the “County™), do hereby certify, that:

1. The following constitute the members of the County Council, and the current terms of such
members are as follows:

Name Term Began Term Expires
Wm. Weston J. Newton 1/2007 12/2010
Rick Caporale 1/2007 12/2010
Steven Baer 1/2007 12/2010
Stewart H. Rodman 172007 12/2010
William L. McBride 1/2009 12/2012
Gerald Dawson 1/2009 12/2012
Paul Sommerville 172007 12/2010
Herbert N. Glaze 1/2009 12/2012
Brian Flewelling 1/2009 12/2012
Jerry Stewart 1/2007 12/2010
Laura Van Harten 1/2007 12/2010
2. Wm. Weston J. Newton is Chairman of the County Council, his term of office as Chairman

having commenced on January 2, 2003, and will expire on December 31, 2010.

3. Gary Kubic is County Administrator, his appointment as such having commenced on
January 5, 2004, and will expire at the pleasure of the Council.

4, David Starkey is the Chief Financial Officer of the County, and has been serving as such
since January 2009.

In witness whereof, 1 have hereunto set my hand and the official seal of the County this 10th day of
March, 2009.

s Bk qu Ech 3}
Clerk to County Council, Beaufort County,
South Carolina

(SEAL)

I, the undersigned Wm. Weston J. Newton, Chairman of the Council, hereby certify that Suzanne
M. Rainey is presently Clerk of the Council, her term of office having commenced March 24, 1986, and will

expire at the pleasure of the Council. I
/
oy é ) i/

Chairman, County Council, Beafort 'Cou\nty,
South Carolina

COLUMBIA 946775v1



STATE OF SOUTH CAROLINA )
) CERTIFICATE OF AUDITOR
COUNTY OF BEAUFORT )

I, the undersigned, Auditor of Beaufort County, South Carolina (the “County”), do
hereby certify that according to the records of the County the assessed value of all taxable property in the
County as of June 30, 2008, is $1,660,160,322.

In witness whereof, I have hereunto set my hand this 10th day of March, 2009.

Auditor, Beaufort Couhty, South Carohna

COLUMBIA 948303v1



ORDINANCE 2006/3

ORDERING A REFERENDUM IN BEAUFORT COUNTY, SOUTH
CAROLINA, TO SUBMIT THE QUESTION WHETHER THE COUNTY
SHALL ISSUE NOT EXCEEDING $50,000,000 AGGREGATE PRINCIPAL
AMOUNT GENERAL OBLIGATION BONDS FOR THE SPECIFIED
PURPOSE OF CONTINUING THE BEAUFORT COUNTY RURAL AND
CRITICAL LANDS PRESERVATION PROGRAM; PROVIDING FOR
THE FORM OF THE BALLOT QUESTION TO BE USED; PROVIDING
FOR NOTICE OF THE REFERENDUM; AND PROVIDING FOR ALL
OTHER THINGS NECESSARY TO SUBMIT THE AFORESAID
QUESTION.

Adopted By

THE COUNTY COUNCIL
OF

BEAUFORT COUNTY, SOUTH CAROLINA

THE 23rd DAY OF JANUARY, 2006
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ORDINANCE

ORDERING A REFERENDUM IN BEAUFORT COUNTY, SOUTH CAROLINA, TO
SUBMIT THE QUESTION WHETHER THE COUNTY SHALL ISSUE NOT
EXCEEDING  $50,000,000 AGGREGATE PRINCIPAL AMOUNT GENERAL
OBLIGATION BONDS FOR THE SPECIFIED PURPOSE OF CONTINUING THE
BEAUFORT COUNTY RURAL AND CRITICAL LANDS PRESERVATION
PROGRAM; PROVIDING FOR THE FORM OF THE BALLOT QUESTION TO BE
USED; PROVIDING FOR NOTICE OF THE REFERENDUM; AND PROVIDING FOR
ALL OTHER THINGS NECESSARY TO SUBMIT THE AFORESAID QUESTION.

WHEREAS, Beaufort County is, and has been, experiencing the largest population growth rate of any
county in the State of South Carolina; and

WHEREAS, the Beaufort County Council finds exigent circumstances exist necessitating the need to provide
funding sufficient to continue the land preservation and conservation program known as the Beaufort County “Rural
and Critical Lands Preservation” program (the “Program”) as enacted by Beaufort County Ordinance 99-19, as
amended; and

WHEREAS, heretofore, the Program has been extraordinarily successful under the stewardship of the citizen
advisory committee, the Beaufort County “Rural and Critical Lands Preservation Board,” (the “Board”) which
carries out the Program with the advice, consent and final approval of the Beaufort County Council; and

WHEREAS, in the last five years, interests in nearly 10,000 acres of land have been acquired by the County
under the Program with the initial funding providing therefore; and

WHEREAS, in order to continue the Program, additional funding is necessary; and

WHEREAS, it is the desire of the County Council to place on the November 7, 2006, general election ballot
a referendum question which, if approved by a majority vote of the qualified electors of Beaufort County, would
authorize an issue of not to exceed $50,000,000 in general obligation bonds designated exclusively for use in the
Program,

NOW, THEREFORE, BE IT ORDERED AND ORDAINED BY THE COUNTY COUNCIL OF
BEAUFORT COUNTY, AND IT IS ORDAINED BY THE AUTHORITY OF SAID COUNCIL THAT:

SECTION 1. Findings. The Beaufort County Council (the “Council”), as the governing body of the County
of Beaufort, South Carolina (the “County”), hereby finds and determines:

(a) Article X, Section 14 of the Constitution of the State of South Carolina, 1895, as amended (the
“Constitution”), provides that Counties of the State shall have the power to incur bonded indebtedness in such
manner and upon such terms and conditions as the General Assembly may have heretofore or may hereafter
prescribe.

(b) Article X, Section 14, subsection (6) of the Constitution provides that if general obligation debt is
authorized by a majority vote of the qualified electors of the County voting in a referendum authorized by law,
there shall be no conditions or restrictions limiting the incurring of such indebtedness except (i) those restrictions
and limitations imposed in the authorization to incur such indebtedness; (ii) such general obligation debt shall be
issued within five years of the date of such referendum; and (iii) general obligation debt may be incurred only for
a purpose which is a public purpose and which is a corporate purpose of the County and such debt shall mature
within 40 years from the time such indebtedness shall be incurred.

(c) The provisions of Title 11, Chapter 27, Section 40, Code of Laws of South Carolina, 1976, as amended
(the “Code”), empower the County Council to order any such referendum as is required by Article X of the
Constitution, to prescribe the notice thereof and to conduct or cause to be conducted such referendum in the
manner prescribed by Title 7 Code of Laws of South Carolina, 1976.
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(d) The County Council finds that additional funding is needed in order to continue land acquisition under
the Program enacted by Beaufort County Ordinance 99-19, as amended, and that in addition to the use of other
funds available, the costs of the Program must be defrayed with the proceeds of general obligation bonds of the
County.

(e) The amount of general obligation bonds required for such purposes exceeds the County’s present
constitutional debt limitation unless the question of issuing such bonds is submitted to and approved by the
qualified electors of the County.

(D) It is in the best interest of the County for the County Council to order a referendum to be held in the
County to submit to the qualified electors of the County the question of whether the County shall be empowered
to issue not exceeding $50,000,000 aggregate principal amount of general obligation bonds for the purpose of
funding the Program and costs of issuance of such bonds, including counsel fees.

(g) In order to comply with 42 U.S.C. § 1973c¢, Section 5 of the Voting Rights Act, the County Council must
seek pre-clearance from the United States Department of Justice, Voting Rights Division, for conducting the
referendum. The request for pre-clearance must be received by the Department of Justice more than 60 days prior
to the referendum.

(h) The County Council finds that immediate funding measures must be undertaken as soon as feasible in
order to avoid escalating land costs and lost acquisition opportunities that would be detrimental to the Program
and the citizens of the County and has, therefore, determined that a referendum shall be held on November 7,
2006. Therefore, the County Council has determined to adopt this Ordinance to order the holding of a
referendum, to authorize the submission of a request for pre-clearance pursuant to the Voting Rights Act, to
prescribe the form of notice of election, and to authorize publication of the same.

SECTION 2. Use of Bond Proceeds. The Program, subject to review and modification by the County
Council as circumstances warrant, was approved by the County Council substantially in the form set forth in
Appendix A consisting of a copy of Beaufort County Ordinance 99-19 which is incorporated by reference herein
as if set forth verbatim.

SECTION 3. Order to Hold Referendum. Pursuant to the aforesaid provisions of the Constitution and laws
of the State of South Carolina, there is hereby ordered a referendum to be held in the County (the “Referendum™)
on November 7, 2006, at which Referendum there shall be submitted to all persons residing in the County and
qualified to vote under the Constitution and laws of the State of South Carolina the question of whether the
County shall be empowered to issue, either at one time as a single issue or from time to time as several separate
issues, general obligation bonds of the County in the aggregate principal amount of not to exceed $50,000,000 for
the purpose of funding the costs of the Program as provided herein and related costs which question shall be
substantially in the form set forth in Appendix B, with such changes, if any, as may be deemed necessary by the
appropriate state and local officials upon the concurrence of the Chairman of the County Council.

Pursuant to Title 7, Chapter 13, Section 355, the Referendum question shall be submitted to the Beaufort
County Board of Elections and Voter Registration to be placed on the ballot no later than 12:00 noon on August
fifteenth or, if August fifteenth falls on Saturday or Sunday, not later than 12:00 noon on the following business
day.

SECTION 4. Voting, Polling Places and Hours of Election. The voting precincts in the County for the
Referendum shall be those designated pursuant to Section 7-7-110 of the Code of Laws of South Carolina, 1976,
as amended. The polling places for each of such precincts shall be designated by the Beaufort County Voter
Registration and Elections Board (the “Elections Board”).

The polis shall be opened at 7:00 a.m. and closed at 7:00 p.m. on the date fixed for the Referendum and shall
be held open during said hours without intermission or adjournment.



SECTION 5. Ballots. The Referendum shall be conducted using either voting machines or paper ballots as
provided by State law. Upon approval by the Elections Board, the form of ballots to be used in the Referendum
and the instructions to voters appearing thereon shall be in substantially the form set forth in Appendix B with
such other changes as may be deemed necessary by the appropriate state and local officials upon concurrence of
the Chairman of the County Council.

SECTION 6. Qualifications of Voters. Every person offering to vote must be at least 18 years of age on the
date of the Referendum, must reside in the County and must be duly registered on the books of registration for
Beaufort County as an elector in the precinct in which he or she resides and offers to vote on or before the date on
which said books of registration are closed for the Referendum, and must present his or her registration certificate
or valid South Carolina driver’s license or other form of identification containing a photograph issued by the
South Carolina Department of Public Safety, if not licensed to drive. Any registered elector who meets the
requirements set forth in the preceding sentence and who has moved his or her place of residence within the
County after the date on which said books of registration are closed for the Referendum, but before the date of the
Referendum, shall be entitled to vote in his or her previous precinct of residence in the Referendum.

SECTION 7. Nofice of Referendum. A Notice of Referendum substantially in the form set forth in
Appendix C, shall be published in compliance with the provisions of Sections 7-13-35 and 4-15-50 of the Code of
Laws of South Carolina, 1976, as amended, not less than 60 days prior to the Referendum, not later than two
weeks after such first notice is published, and once not less than 15 days prior to the occasion set for the holding
of the Referendum.

The Elections Board is authorized to change any of the locations of polling places for the Referendum as
deemed necessary or advisable. Appropriate changes are to be made to the Notice of Referendum.

SECTION 8. Voter Registration and Elections Board. A certified copy of this Resolution shall be filed
with the Elections Board accompanied by written notice from the Chairman of the County Council establishing
the date for the Referendum as November 7, 2006. The Elections Board is hereby requested as follows:

(a) To join in the action of the County in providing for the Notice of Referendum in substantially the form
contained herein;

(b) To prescribe the form of a ballot to be used in the Referendum;

(¢) To arrange for polling places for each precinct, or any part of a precinct within the County;

(d) To appoint Managers of Election;

(¢) To provide a sufficient mumber of ballots or voting machines, as the case may be, for the Referendum;

(f) To conduct the Referendum, receive the returns thereof, canvass such returns, declare the results thereof,
and certify such results to the County Council; and

(g) To take other steps and prepare such other means as shall be necessary or required by law in order to
properly conduct the Referendum.

SECTION 9. Pre-clearance Application. Request for pre-clearance of the Referendum pursuant to the
Section 5 of the Voting Rights Act shall be submitted on behalf of the County in a timely fashion by counsel.

SECTION 10. Applicability and Effective Date. This Ordinance shall not be effective until it is reviewed
and pre-clearance is granted by the United States Justice Department pursuant to Section 5 of the Voting Rights
Act of 1965, as amended. This Ordinance shall become effective upon approval and, or, other indication of
compliance with the Voting Rights Act of 1965, as amended, by the United States Department of Justice. Upon
compliance with the provisions of the Voting Rights Act, this Ordinance shall be effective immediately and shall
govern the election for the County of Beaufort, South Carolina.



SECTION 11. Severability. 1f any part of this Ordinance is held by a court of competent jurisdiction to be
unconstitutional, illegal, or invalid for any reason, it shall be construed to have been the legislative intent of the
County Council of Beaufort County, South Carolina, to pass this Ordinance without such unconstitutional, illegal
or invalid provision, and the remainder of this Ordinance shall be deemed and held to be constitutional, lawful
and valid as if such portion had not been included. It this Ordinance or any provision thereof is held by a court of
competent jurisdiction to be inapplicable to any person, group of persons, property, kind of property,
circumstances or set of circumstances, such holding shall not affect the applicability thereof to any other persons,
property or circumstances.

APPROVED AND ADOPTED BY THE COUNTY COUNCIL OF BEAUFORT COUNTY, SOUTH
CAROLINA ON THIS 23RD DAY OF JANUARY, 2006.

COUNT Wcm OF BEAUFORT COUNTY
/ , ﬁ

Wm. Weston. J. Newt’on, Chairman

APPROVED AS TO FORM

Beaufort County Staff Attorney

(SEAL)

ATTEST:

’\.jz,agoe,pu, !\,%@ A

Suzanne M. Rainey, Clerk to Council

First Reading: December 12, 2005
Second Reading: January 9, 2006
Public Hearing: January 23, 2006

Third and Final Reading: January 23, 2006



APPENDIX A
COPY OF BEAUFORT COUNTY ORDINANCE 200672
THE BEAUFORT COUNTY RURAL AND CRITICAL LAND PRESERVATION ORDINANCE, AS
AMENDED
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DIVISION 1. GENERALLY
Sec. 94-61. Title.
This article shall be known as the Rural and Critical Lands Preservation Ordinance.
(Ord. No. 2006/2, 1-9-2006)
Sec. 94-62. Declaration of purpose.
It is the purpose of this article to:

(1) Provide a means by which rural and critical lands may be protected and enhanced as economic and
environmental resources of major importance;

(2) Encourage landowners to make a voluntary longterm commitment to rural and critical land
protection by offering landowners financial incentives and security of land use;

(3) Preserve open space and protect critical and natural resources;

(4) Leverage state, federal, local, and private conservation efforts and development rights purchase funds
and protect the investment of taxpayers in purchased and donated conservation easements;

(5) Provide a means whereby rural landowners can maintain and preserve the rural character of their
land through land conservation;

(6) Provide compensation to landowners in exchange for their relinquishment of the right to develop
their private property;

(7) Reduce and defer the need for major urban infrastructure improvements in the rural areas of the
county and the expenditure of public funds for such improvements through land conservation;

(8) Provide for the purchase of fee simple interests in lands deemed critical to provide for the protection
of the natural resources, historic and cultural significance, regional or local passive recreation potential,
viewscapes or lands suitable for public use; and

(9) Provide for purchase of fee simple interest in lands threatened by development, which if it occurs
will have detrimental effects on land use patterns, traffic, stormwater runoff, water quality or other
conservation objectives.

(Ord. No. 2006/2, 1-9-2006)

Sec. 94-63. Findings.

For the purposes of this article, the county council finds as follows:

(1) Rural and critical lands in many parts of the county are under significant development pressure from
expanding urban areas;

B-2



(2) This urban pressure takes the form of scattered development in wide belts around urban areas, and
brings conflicting land uses into juxtaposition, creates high costs for public services, and stimulates land
speculation;

(3) Many of the rural and critical lands in the county are in jeopardy of being lost due to these activities;

(4) These rural and critical lands constitute unique and irreplaceable land resources of countywide
importance;

(5) There are additional critical lands which are also valued natural and ecological resources which
provide open space for wildlife habitat, clean air, clean water, groundwater recharge, and protection of
cultural resources;

(6) It is the declared policy of the county to provide a voluntary program to acquire or otherwise
permanently protect rural lands and other lands containing critical natural, cultural and historic resources;

(7) It is the policy of the county that rural and critical lands are valued natural and ecological resources
which provide certain needed open space for wildlife habitat, clean air, clean water, groundwater
recharge, and protection of historic and cultural resources; and

(8) It is the policy of the county to provide opportunities, through acquisition of development rights or
conservation easements, to offer opportunities to landowners to protect agricultural lands so that they may
continue to farm the land, as well as to acquire such rights to protect other parcels where the landowner
wishes to retain an ownership interest.

(Ord. No. 2006/2, 1-9-2006)
Sec. 94-64. Definitions.

The following words, terms and phrases, when used in this article, shall have the meanings
ascribed to them in this section, except where the context clearly indicates a different meaning;

Conservation easement means a nonpossessory interest in land, the terms of which restrict or
prevent development or improvement of the land.

Critical lands means any lots, tracts, parcels or areas within the county that possess unique,
significant, or important characteristics as may be identified by the Beaufort Council Rural and Critical
Lands Preservation Board and subject to final approval by the county council. Unique, significant, or
important characteristics include but are not limited to protection of cultural and historic resources and
sites, the potential for medium to high density development, the ability to use the land for walking or
cycling trails, the ability to use the land for public access to waterways, the ability of the land to be used
for the preservation of public views of waterways or other scenic vistas, the quality of the land for
purposes of a wildlife sanctuary, or such other and further characteristics which may be used to further the
goals of the council.

Development right means the right to legally develop or subdivide property under current county
codes and ordinances. The term includes but is not limited to the right to develop property for any
commercial, industrial or residential use except as expressly permitted by this article and as further
defined by article VIII of chapter 106 pertaining to zoning and development standards, as adopted and
amended by the county council.
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Landowner means the record owner(s) of the land or the authorized contract purchaser of the
land.

Rural land means those areas that are zoned for agricultural or farming uses, or which are being
used, or which have the ability to be used, for such purposes.

(Ord. No. 2006/2, 1-9-2006)
Cross references: Definitions generally, § 1-2.

Secs. 94-65--94-90. Reserved.

DIVISION 2. COUNTY RURAL AND CRITICAL LANDS PRESERVATION BOARD*

*Cross references: Boards and commissions, § 2-191 et seq.

See. 94-91. Appointment.

An 11-member county rural and critical lands preservation board shall be appointed by the county
council. One member shall be appointed from each of the 11 county council districts.

(Ord. No. 2006/2, 1-9-2006)
Sec. 94-92. Officers.

The county rural and critical lands preservation board shall elect annually one member of the
board to serve as chairman and one member to serve as vice chairman.

(Ord. No. 2006/2, 1-9-2006)
Cross references: Officers and employees, § 2-56 et seq.

Sec. 94-93. Terms.

The terms of the initial appointees to the county rural and critical lands preservation board shall
coincide with the expiration of the term of the county council district representative who serves the
district which the appointee has been selected to represent. Thereafter, all members shall be appointed for
four-year terms. A vacancy in the membership must be filled for the unexpired term in the same manner
as the initial appointment. The membership is subject to division 1 of article V of chapter 2 of this Code
regulating boards and commissions and appointments thereto as well as the county template ordinance.

(Ord. No. 2006/2, 1-9-2006)

Sec. 94-94. Compensation.



Members of the county rural and critical lands preservation board shall serve without salary, but
the county council shall entitle each member to reimbursement for his actual and necessary mileage
expenses incurred in the performance of his official duties.

(Ord. No. 2006/2, 1-9-2006)
Sec. 94-95. Conflicts of interest.

No member of the county rural and critical lands preservation board shall be disqualified by
reason of his membership from selling any parcel or the development rights of any parcel in which he has
a financial interest, but any member with a direct or indirect financial interest in such parcel shall recuse
himself from any board vote, discussion, or decision regarding such parcel.

(Ord. No. 2006/2, 1-9-2006)
Sec. 94-96. Rules of procedure.

The county rural and critical lands preservation board shall promulgate procedures necessary to
promote the efficient, uniform, and countywide administration of this article.

(Ord. No. 2006/2, 1-9-2006)
Sec. 94-97. Powers and duties.

The county rural and critical lands preservation board shall have, but is not limited to, the
following powers and duties:

(1) Develop and recommend to county council, for adoption by resolution, a set of Beaufort County
Rural and Critical Lands Preservation Program Policies and Guidelines to guide the identification,
prioritization, and management of parcels to be acquired through the county rural and critical [lands]
preservation program. The board may make recommendations to county council for amendments to the
policies and guidelines as the need arises;

(2) Identify, prioritize and recommend to county council rural and critical lands to be acquired through
purchase of development rights, the option to purchase development rights, the fee simple purchase of
property, or the exchange and transfer of title to parcels, as provided for in the county council's adopted
Beaufort County Rural and Critical Lands Preservation Program Policies and Guidelines;

(3) Promote, educate and encourage landowners to participate in the county rural and critical lands
preservation program; and

(4) Perform such other duties as may be assigned by county council.
(Ord. No. 2006/2, 1-9-2006)
Cross references: Administration, ch. 2.

Secs. 94-98--94-168. Reserved.



APPENDIX B
FORM OF BALLOT

OFFICIAL BALLOT -- REFERENDUM
AUTHORIZATION FOR ISSUANCE OF NOT TO EXCEED
$50,000,000 GENERAL OBLIGATION BONDS
TO FUND THE COST OF CONTINUANCE OF THE
BEAUFORT COUNTY RURAL AND CRITICAL LAND PRESERVATION PROGRAM
AND MATTERS RELATING THERETO

BEAUTFORT COUNTY, SOUTH CAROLINA

Precinct
No.

Initials of Issuing Officer

Local Question 1

Shall the County be empowered to issue, either at one time as a single issue or from time to time as
several separate issues, general obligation bonds of the County in the aggregate principal amount not to
exceed $50,000,000, the proceeds of which shall be used for the purpose of defraying the costs of the
County Rural and Critical Land Preservation Program which preserves land by purchasing open land,
development rights and conservation easements in all areas of Beaufort County, in order to alleviate
traffic congestion in high growth areas and to protect water quality, natural lands, wildlife areas,
farmland, parkland, coastal areas, rivers and wetlands, legal fees and costs of issuance of such bonds,
provided that all expenditures shall be prioritized based upon the official criteria and ranking system
established for the County and subject to annual audit?

Yes, in favor of the question [ ]
No, opposed to the question []
If you are in favor of the question, place a check or cross-mark in the square after the

words “Yes, in favor of the question”; if you are opposed to the question, place a check or cross-
mark in the square after the words “No, opposed to the question.”
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APPENDIX C
FORM OF NOTICE OF REFERENDUM

NOTICE OF ELECTION--REFERENDUM
AUTHORIZATION FOR ISSUANCE OF NOT TO EXCEED
$50,000,000 GENERAL OBLIGATION BONDS
TO FUND THE COST OF THE CONTINUANCE OF THE
BEAUFORT COUNTY RURAL AND CRITICAL LAND PROGRAM
AND MATTERS RELATING THERETO
BEAUFORT COUNTY, SOUTH CAROLINA

NOTICE IS HEREBY GIVEN that a Referendum will be held in Beaufort County, South Carolina (the “County”),
on November 7, 2006, for the purpose of submitting to all persons qualified to vote in the County, under the
Constitution and laws of the State of South Carolina the following question:

Local Question 1

Shall the County be empowered to issue, either at one time as a single issue or from time to time as
several separate issues, general obligation bonds of the County in the aggregate principal amount not to
exceed $50,000,000, the proceeds of which shall be used for the purpose of defraying the costs of the
County Rural and Critical Land Preservation Program which preserves land by purchasing open land,
development rights and conservation easements in all areas of Beaufort County, in order to alleviate
traffic congestion in high growth areas and to protect water quality, natural lands, wildlife areas,
farmland, parkland, coastal areas, rivers and wetlands, legal fees and costs of issuance of such bonds,
provided that all expenditures shall be prioritized based upon the official criteria and ranking system
established for the County and subject to annual audit?

Yes, in favor of the question [1
No, opposed to the question []

If you are in favor of the question, place a check or cross-mark in the square after the
words “Yes, in favor of the question™; if you are opposed to the question, place a check or cross-
mark in the square after the words “No, opposed to the question.”

The question is being submitted pursuant to Article X, Section 14 of the Constitution of the State of South Carolina, -
1895, as amended; Title 11, Chapter 27, Section 40, Code of Laws of South Carolina, 1976, as amended, and Title 4,
Chapter 15 of the Code of Laws of South Carolina, 1976, as amended and the Ordinance of the County Council of
Beaufort County adopted the 23" day of January, 2006. If a majority of the qualified electors of the County voting
in the Referendum approve the issuance of the bonds authorized by the question the bonds may be issued by the
County either at one time as a single issue or from time to time as several separate issues but no bonds shall be
issued which are authorized by the Referendum later than five years from the date of the Referendum. The proceeds
of the bonds which are submitted under the question will be used for the purpose of defraying the costs of the Rural
and Critical Land Preservation Program operated by the County together with all related costs of issuance of such
bonds; all to preserve and conserve rural and critical land in Beaufort County.

Every person offering to vote must be at least 18 years of age on the date of the Referendum, must reside in the
County and must be duly registered on the books of registration for Beaufort County as an elector in the precinct in
which he or she resides and offers to vote on or before the date on which said books of registration are closed for the
Referendum and must present his or her registration certificate or valid South Carolina driver’s license or other form
of identification containing a photograph issued by the South Carolina Department of Public Safety, if not licensed
to drive. Any person wishing to register to vote in this election, if registering by mail, must have such registration
postmarked not later than October 7, 2006 addressed to the Beaufort County Voter Registration and Election Board
whose mailing address is: Post Office Drawer 1228, Beaufort, South Carolina 29901, or, if registering to vote in
person, must do so no later than 5:00 p.m. on October 7, 2006 at the Beaufort County Board of Elections and Voter
Registration office located at 102 Industrial Village Road, Beaufort, South Carolina 29902 or at 1 Town Center
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Court, Hilton Head Island, South Carolind 29928. All new registration applicants must provide a social security
number and photo identification or other document that shows the applicant’s name and address in Beaufort County.
Mailed registration applications should attach a copy of the required forms of identification. All applicants not
providing the required forms of identification will be required to provide the information prior to casting a ballot.
Any such registered elector who has moved his or her place of residence within the County after the date on which
the books of registration are closed for the Referendum, but before the date of the Referendum, shall be entitled to
vote in his or her previous precinct of residence in the Referendum; provided, however, in case any registered
elector shall have moved from one precinct in the County to another precinct in the County within 30 days prior to
November 7, 2006, and shall have surrendered his or her voter registration card and has received a new certificate,
such elector may vote in the precinct provided for by such new certificate. Persons who become of age during the
30-day period preceding the Referendum shall be entitled to register before the closing of the books if otherwise
qualified.

Any person eligible to register to vote in the Referendum who has been discharged or separated from his or her
service in the Armed Forces of the United States and has returned home too late to register at the time when
registration is required is entitled to register for the purpose of voting in the Referendum after the discharge or
separation from service up to 5:00 p.m. on the day of the Referendum. A copy of his or her discharge papers is
required. The application for registration must be made at the office of the Beaufort County Board of Elections and
Voter Registration, located at 102 Industrial Village Road, Beaufort, South Carolina 29902, or at I Town Center
Court, Hilton Head Island, South Carolina 29928, and if qualified, the person shall be allowed to cast a vote on the
Referendum at the Beaufort County Board of Elections and Voter Registration office, and shall be issued a
registration certificate stating the precinct in which he or she is entitled to vote in future elections.

The polls shall be open from 7:00 am. until 7:00 p.m. at the polling places designated below and shall be open
during these hours without intermission or adjournment. An appropriate number of Direct Recording Electronic
Voting systems will be provided at the polling places for the casting of ballots on the aforesaid question. Managers
of Election will be appointed by the Beaufort County Board of Elections and Voter Registration. The Managers of
Election shall see that each person offering to vote takes the oath that he or she is qualified to vote at the
Referendum according to the Constitution of this State and that he or she has not voted before in this Referendum.
The precincts within the County and locations of the several polling places for the Referendum are as follows:

BEAUFORT COUNTY VOTING PRECINCTS

PRECINCTS LOCATIONS | TELEPHONE NUMBER

Beaufort 1 Neighborhood Activity Center 843-525-7066
Green Street Gym
1001 Hamar Street
Beaufort, South Carolina

Beaufort 2 Neighborhood Activity Center 843-525-7066
Green Street Gym

1001 Hamar Street
Beaufort, South Carolina

Beaufort 3 Neighborhood Activity Center 843-525-7066
Green Street Gym
1001 Hamar Street
Beaufort, South Carolina

Burton 1A Broad River Elementary School 843-322-8400
474 Broad River Boulevard
Beaufort, South Carolina

Burton 1B Robert Smalls Middle School 843-322-2500
43 W K. Alston Road
Beaufort, South Carolina




Burton 1C

Joseph Shanklin Elementary School
121 Morrall Drive
Beaufort, South Carolina

843-466-3400

Burton 2A

Shell Point Elementary School
81 Savannah Highway
Beaufort, South Carolina

843-322-2800

Burton 2B

District Service Center (Old Name)

District Instructional Support Center (Name Change —
New)

(Old Battery Creek School)

2900 Mink Point Boulevard

Beaufort, South Carolina

843-322-0744

Burton 2C

District Service Center (Old Name)

District Instructional Support Center (Name Change —
New)

(Old Battery Creek School)

2900 Mink Point Boulevard

Beaufort, South Carolina

843-322-0744

Burton 3

Robert Smalls Middle School
43 W.K. Alston Road
Beaufort, South Carolina

843-322-2500

Chechessee

Comprehensive Health Center (Meeting Room)
721 Okatie Highway
Okatie, South Carolina

843-987-7400

Dale / Lobeco

James J. Davis Elementary School
364 Keans Neck Road
Beaufort, South Carolina

843-466-3600

Lady’s Island 1A

Lady’s Island Middle School
30 Cougar Drive
Beaufort, South Carolina

843-322-3100

Lady’s Island 1B

Lady’s Island Elementary School
73 Chowan Creek Bluff
Beaufort, South Carolina

843-322-2240

Lady’s Island 2A

Coosa Elementary School
45 Middle Road
Beaufort, South Carolina

843-322-6100

Lady’s Island 2B

Coosaw Island Community Center

(David Smith Coosaw Island Sams Point Community
center — Name Change)

140 Coosaw River Drive

Beaufort, South Carolina

843-525-0822

Lady’s Island 3A

Broomfield Recreation Center
205 Brickyard Point Road
Beaufort, South Carolina

843-525-4094

Lady’s Island 3B

Lady’s Island Airport
39 Airport Circle
Beaufort, South Carolina

843-770-2003

Mossy Oaks 1A

Corner Stone Christian Church
(Formerly Central Christian Church)
2301 First Boulevard

843-525-9228
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Beaufort, South Carolina

Mossy Oaks 1B

Beaufort Middle School
2501 Mossy Oaks Road
Beaufort, South Carolina

843-322-5700

Mossy Oaks 2

Mossy Oaks Elementary School
2510 Mossy Oaks Road
Beaufort, South Carolina

843-322-2900

Port Royal 1

Port Royal Fire Station
1750 Paris Avenue
Port Royal, South Carolina

843-986-2248

Port Royal 2

Port Royal Fire Station
1750 Paris Avenue
Port Royal, South Carolina

843-986-2248

Seabrook 1

Beaufort County Public Works (Read and Bridges
Department)

120 Shanklin Road

Beaufort, South Carolina

843-846-3910

Seabrook 2

Seabrook Community Center — (Subject to Change)
56 Center Road

Seabrook, South Carolina

Whale Branch Middle School — (Tentative New Site)
2009 Trask Parkway

Beaufort, South Carolina

843-846-3612

Seabrook 3

Grays Hill Community Center
45 Bruce K. Smalls Boulevard
Beaufort, South Carolina

TBA (To Be
Announced)

Sheldon 1

Elijah Washington Health Clinic
211 Paige Point Road
Sheldon, South Carolina

843-846-8148

Sheldon 2

Booker T. Washington Community Center
182 Booker T. Washington Circle
Big Estate, South Carolina

843-846-3960

St. Helena 1A

Penn Center, Inc. (Frissell Community House)
6 Penn Center Circle West
St. Helena Island, South Carolina

843-838-2432

St. Helena 1B

Scott Community Center
242 Scott Hill Road
St. Helena Island, South Carolina

843-838-8300

St. Helena 1C

Polawanna Fire Station 24 (Lady’s Island / St. Helena
Station 24 — Name Change)

100 Polowanna Road

St. Helena Island, South Carolina

843-838-8308

St. Helena 2A

St. Helena Elementary School
1025 Sea Island Parkway
St. Helena Island, South Carolina

843-838-0300

St. Helena 2B

Seaside Community Center
130 Seaside Road
St. Helena Island, South Carolina

843-838-8118

St. Helena 2C

Fripp Island Community Center — All Faith Chapel
205 Tarpon Boulevard

843-838-2207
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Fripp Island, South Carolina

Bluffton 1A

Bluffton Town Hall
20 Bridge Street
Bluffton, South Carolina

843-706-4500

Bluffton 1B

The Bluffton Township District Station 30

2 Bridge Street
Bluffton, South Carolina

843-757-2800

Bluffton 1C

Bluffton Town Hall
20 Bridge Street
Bluffton, South Carolina

843-706-4500

Bluffton 1D

{INew Precinct)

M.C. Riley Elementary School
200 Burnt Church Road
Bluffton, South Carolina

843-706-8300

Bluffton 2A

M.C. Riley Elementary School
200 Burnt Church Road
Bluffton, South Carolina

843-706-8300

Bluffton 2B

Bluffton Elementary School
160 H.E. McCracken Circle
Bluffion, South Carolina

843-706-8500

Bluffton 2C

Bluffton Elementary School
160 H.E. McCracken Circle
Bluffton, South Carolina

843-706-8500

Bluffton 3A

Bluffton Recreation Center
Ulmer Road
Bluffton, South Carolina

843-757-1503

Bluffton 3B

M.C. Riley Elementary School
200 Burnt Church Road
Bluffton, South Carolina

843-706-8300

Bluffton 4A

H.E. McCracken Middle School
250 McCracken Circle
Bluffton, South Carolina

843-706-8700

Bluffton 4B

H.E. McCracken Middle School
250 McCracken Circle
Bluffton, South Carolina

843-706-8700

Bluffton 4C

(New Precinct)

Bluffton Community Center
Goethe Road
Bluffton, South Carolina

TBA (To Be
Announced)

Bluffton 5

(New Precinct)

Bluffton Elementary School
160 H.E. McCracken Circle
Bluffton, South Carolina

843-706-8500

Palmetto Bluff Village of Palmetto Bluff TBA (To Be

(New Precinct) 6 Boat House Street Announced)
Bluffton, South Carolina

Belfair Belfair Activity Center TBA (To Be

(New Precinct) 2 Summerton Drive Announced)

Bluffton, South Carolina

Sun City 1A Pinckney Hall 843-705-4049
114 Sun City Lane
Bluffton, South Carolina

Sun City 1B Pinckney Hall 843-705-4049
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114 Sun City Lane
Bluffton, South Carolina

Sun City 2 Pinckney Hall 843-705-4049
114 Sun City Lane
Bluffton, South Carolina
Sun City 3A Pinckney Hall 843-705-4049
114 Sun City Lane
Bluffton, South Carolina
Sun City 3B Hidden Cypress TBA (To Be
(New Precinct) 672 Col. Thomas Heyward Road Announced)
Bluffton, South Carolina
Sun City 4A Hidden Cypress TBA (To Be
(New Precinct) 672 Col. Thomas Heyward Road Announced)
Bluffton, South Carolina
Sun City 4B Hidden Cypress TBA (To Be
(New Precinct) 672 Col. Thomas Heyward Road Announced)

Bluffton, South Carolina

Daufuskie

Daufuskie Fire Station
400 Haig Point Road
Daufuskie, South Carolina

843-785-2116

Hilton Head 1A

Hilton Head Elementary School for the Creative Arts
(Blue Building)

10 Wilborn Road

Hilton Head Island, South Carolina

843-342-4380

Hilton Head 1B

Hilton Head Elementary School for the Creative Arts
(Blue Building)

10 Wilborn Road

Hilton Head Island, South Carolina

843-342-4380

Hilton Head 2A Indigo Pines 843-342-3228
110 Gardner Drive
Hilton Head Island, South Carolina
Hilton Head 2B Hilton Head Recreation Association (Name Change) 843-681-7273
20 Wilborn Road
Hilton Head Island, South Carolina
Hilton Head 2C Indigo Run Community Center TBA (To Be
(New Precinct) Indigo Pines Plantation Announced)

Hilton Head Island, South Carolina

Hilton Head 3 St. James Baptist Church Annex 843-681-6446
Beach City / Dillon Road
Hilton Head Island, South Carolina
Hilton Head 4A The Cypress Club 843-689-7000
and 4B 20 Lady Slipper Lane
Hilton Head Island, South Carolina
Hilton Head 4C Plantation House 843-681-8090

235 Seabrook Drive
Hilton Head Island, South Carolina

Hilton Head 4D

Plantation House
235 Seabrook Drive
Hilton Head Island, South Carolina

843-681-8090

Hilton Head 5A

Plantation House

843-681-8090
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235 Seabrook Drive
Hilton Head Island, South Carolina

Hilton Head 5B

Plantation House
235 Seabrook Drive
Hilton Head Island, South Carolina

843-681-8090

Hilton Head 5C

Plantation House
235 Seabrook Drive
Hilton Head Island, South Carolina

843-681-8090

Hilton Head 6 A

First Presbyterian Church
540 William Hilton Parkway
Hilton Head Island, South Carolina

843-681-3696

Hilton Head 6B

First Presbyterian Church
540 William Hilton Parkway
Hilton Head Island, South Carolina

843-681-3696

Hilton Head 7A

Christ Lutheran Church
829 William Hilton Parkway
Hilton Head Island, South Carolina

843-785-5560

Hilton Head 7B

Self Family Art Center (Old Name)

Arts Center of Coastal Carolina (Name Change)

14 Shelter Cove Lane
Hilton Head Island, South Carolina

843-686-3945

Hilton Head 8A

St. Luke’s Episcopal Church
50 Pope Avenue
Hilton Head Island, South Carolina

843-785-4099

Hilton Head 8B

St. Luke’s Episcopal Church
50 Pope Avenue
Hilton Head Island, South Carolina

843-785-4099

Hilton Head 9A.

Central Church
975 William Hilton Parkway
Hilton Head Island, South Carolina

843-686-5995

Hilton Head 9B

Central Church
975 William Hilton Parkway
Hilton Head Island, South Carolina

843-686-5995

Hilton Head 10

Spanish Wells Club Pavilion
1 Brams Point Road
Hilton Head Island, South Carolina

843-681-2819

Hilton Head 11

St. Andrews By-The-Sea UMC
20 Pope Avenue
Hilton Head Island, South Carolina

843-785-4711

Hilton Head 12

The Seabrook of Hilton Head, Inc.
300 Woodhaven Drive
Hilton Head Island, South Carolina

843-842-3747

Hilton Head 13

First Baptist Church
2100 South Forest Beach Drive
Hilton Head Island, South Carolina

843-785-4478

Hilton Head 14

Sea Pines Plantation Club
100 North Sea Pines Drive
Hilton Head Island, South Carolina

843-842-1498

Hilton Head 15A

Community Services Associates, Inc.

1785 Greenwood Drive

843-671-1343
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Hilton Head Island, South Carolina

Hilton Head 15B Sea Pines Plantation Ciub 843-842-1498
100 North Sea Pines Drive
Hilton Head Island, South Carolina

Absentee / Fail Beaufort County Board of Elections and Voter 843-470-3752

Safe (Beaufort) Registration Office
102 Industrial Village Road
Beaufort, South Carolina

Absentee / Fail Hilton Head Town Center 843-341-4604
Safe (Hilton Head) | 1 Town Center Court
Hilton Head Island, South Carolina

Voters who are visually impaired, who are physically handicapped, or who are unable to read or write are entitled to
assistance in casting his or her ballot. Assistance may be given by anyone the voter chooses except his or her
employer, an agent of his or her employer, or an officer or agent of his or her union. The Managers of Election must
be notified if assistance is needed. Voters who are unable to enter his or her polling place due to physical handicap
or age may vote in the vehicle in which he or she drove, or were driven. When notified, the Managers will help
voters effectuate curbside voting provision. At least One (1) Direct Recording Electronic iVotronic audible ballot
system will be provided at each precinct for use by disabled voters.

Registered voters may be eligible to vote by absentee ballot. Persons wishing more information concerning absentee
balloting should contact the Beaufort County Board of Elections and Voter Registration, at 102 Industrial Village
Road, Beaufort, South Carolina, Telephone 843-470-4752 or 843-470-3759 or at 1 Town Center Court, Hilton Head
Island, South Carolina 29928, Telephone, 843-341-4604 or 843-341-4625.

The Beaufort County Board of Elections and Voter Registration shall hold a hearing on ballots challenged in the
election on Friday, November 10, 2006, at 10:00 a.m., at the office of the Beaufort County Board of Elections and
Voter Registration, 102 Industrial Village Road, Beaufort, South Carolina 29902, Telephone 843-470-3759.

The process of examining the mailed absentee ballot envelopes will begin at 2:00 p.m. on November 7, 2006, at the
offices of the Beaufort County Board of Elections and Voter Registration, 102 Industrial Village Road, Beaufort,
South Carolina, Telephone 843-470-3759.

ﬂ é/(Z’ 7‘*7KE<1

Wm. Weston J. Newton, Chairman
Beaufort County Council

/'\\ <‘
\(,Z,/u—— é)
/" Jead Sule, Chairman
(«fBeaufdrt County Board of Elections and
Voter Registration
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STATE OF SOUTH CARCLINA )

)
COUNTY OF BEAUFORT )

I, the undersigned, Clerk to Council of the Beaufort County Council, South Carolina (the “County
Council”), do hereby certify that attached hereto is a true, correct and verbatim copy of an Ordinance
duly enacted on the 23™ day of January, 2006, by the County Council, having been read three times at
duly called and properly held public meetings at which a quorum of members attended and remained
present throughout. Copies of the form of the documents referred to therein as presented to the meeting
are on file in the offices of the County.

The Ordinance was enacted by unanimous vote of the members of the County Council. No member
of the Beaufort County Council was absent from the meeting at the time the Ordinance was adopted.

WITNESS my hand this /3 a day ofsk_breeoces; 2006

W B A KL Y Eulh
Clerk to Council, Beaufort County Council
Suzanne M. Rainey

(SEAL)



.S, Departatent ﬂgﬁﬁce
Civil Rights Division

JKT-MSR:SMC:jdh ' Voting Section - NWR

D S oLS 590 Pagheie ftmass
October 11, 2006

Kelly J. Golden, Esq.

Staff Attorney

P.O. Drawer 1228

Beaufort, South Carolina 29901-1228

Dear Ms. Golden:

This refers to the procedures for conducting the Noveraber 7, 2006, special bond and tax
election, for Beaufort County, South Caroling, submitted to the Attorney General pursuant to
Section 3 of the Voting Rights Act, 42 U.8.C. 1973¢. We received your submission on
September 6, 2006.

The Attorney General does not interpose any objection to the specified change. However,
we note that Section 5 expressly provides that the failure of the Attorney General to object does
not bar subsequent litigation to enjoin the enforcement of the change. Procedures for the
Administration of Section 5 of the Voting Rights Act (28 C.F.R. 51.41).

Sincerely, ,
M WJL/ ‘

John Tanner
hief, Voting Section .. .

TOTAL P.@1



Resolution
R-2006-37

RESOLUTION

CERTIFYING AND DECLARING THE RESULTS OF THE GENERAL ELECTION OF
NOVEMBER 7, 2006, LOCAL REFERENDUM QUESTION #1, AUTHORIZING THE
ISSUANCE OF UP TO $50,000,000 OF GENERAL OBLIGATION BONDS FOR THE
PURPOSES OF PURCHASING REAL PROPERTY UNDER THE COUNTY’S RURAL AND
CRITICAL LAND PROGRAM AND FILING THIS RESOLUTION WITH THE CLERK OF
COURT FOR BEAUFORT COUNTY.

WHEREAS, in the general election of November 7, 2006, the citizens were asked to
approve Local Referendum Question #1, authorizing the issuance of up to $50,000,000 of
general obligation bonds for the purposes of purchasing real property under the County’s Rural
and Critical Land program; and

WHEREAS, there were 28,882 votes in favor of the question and 9,229 votes in
opposition to the question, the question was approved by the voters of Beaufort County; and

WHEREAS, these votes have been certified by the Beaufort County Board of Canvassers
on November 10, 2006 and such certification filed with the State Election Commission.

NOW, THEREFORE, in accordance with Section 4-15-60 of the Code of Laws of South
Carolina, 1976, as amended, the County Council of Beaufort County so certifies and declares the
results of this Local Referendum Question #1 and files this resolution with the Clerk of Court for
Beaufort County.

Dated this 11th day of December, 2006.

COUNTY COUNCIL fP BEAUFORT COUNTY

o L 5l

Wm. Weston J. Newton, Chairman

ATTEST:

kjuvga L AL ﬂ_ ?opl)f\

Suzanne M. Rainey, Clerk to Council




STATE OF SOUTH CAROLINA )
) CERTIFICATE OF TREASURER
COUNTY OF BEAUFORT )

I, the undersigned, Treasurer of Beaufort County, South Carolina (the “County”), hereby
certify that the following constitutes the outstanding general obligation indebtedness of the County as of
February 24, 2009.

Date of Issue Interest Rates Maturity Dates Amount OQutstanding
04-15-2001 4.25%-4.50% 02/01/2010-11 $ 3,000,000
03-01-2002 4.00%-5.00% 02/01/2010-22 13,475,000
06-15-2003 2.25%-5.00% 02/01/2010-23 20,850,000
10-15-2004 3.00%-5.00% 02/01/2010-25 29,600,000
11-02-2006 3.50%-8.00% 03/01/2009-26 16,650,000
11-30-2006 4.00%-5.00% 03/01/2009-26 29,500,000
10-03-2007 4.00%-5.00% 03/01/2009-27 25,350,000
11-07-2007 4.00%-5.00% 02/01/2010-20 17.255,000

Total $155,680,000

In witness whereof, I have hereunto set my hand this 10® day of March, 2009.

Q

Treasuri?, }Eeailfort Coijnw, South Carolina
N/ i

Y o
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STATE OF )
SOUTH CAROLINA )  AFFIDAVIT
COUNTY OF BEAUFORT )

Personally appeared before me a Notary Public, in and for
State and County, aforesaid, Sara Johnson Borton who being
duly sworn according to law, deposes and says that she is the
Publisher of The Island Packet, a newspaper published
Sunday through Saturday every week in Beaufort County.
Notice of Public Hearing: County Council of Beaufort
Aug. 25th; Principal amounts not exceeding $46,500,000
(the “Notes”) was published in the issue(s) of The Island

Packet on August 8, 2008.
&M A‘AAW’\ /)}\/\/

Sara Johnson Borton,
Publisher

Subscribed and sworn to before
me this this 11th day of August, 2008

s, té;_gfw;@/@

Notary Public for South Carolina
My Commission Expires September 5, 2010




NOTICE OF PUBLIC
HEARING

Notice is hereby given
that a public hearing will
be held by the County
Council of Beaufort Coun-
ty, South Carolina (the
“County™), in the Bluffton
Btanch Library, 120 Pal-
metto Way, Bluffton,
South Carolina, at 6:00
p.m. on Monday, August
25, 2008.

The purpose of the pub-
li¢ hearing is to consider
an Ordinance providing
for the issuance and sale
of General Obligation
Bond Anticipation Notes
of Beaufort County, South
carolina, in the principal
amount of not exceeding
$46,500,000 (the “Notes™).
The proceeds of the
Notes will be used for the
purpdses of providing
funds (i) to defray the
costs of: the County Rural
and Critical Land Preser-
vation Program by pur-
chasing open land,
development rights and
conversation easements
in all areas of Beaufort
County (the “Referen-
dum Projects”); (ii) to
pay the costs of certain
capital projects approved
by the County (the “Capi-
tal Projects™) and (iii) to
pay the costs of issu-
ance of the Notes..

The proceeds of general
obligation bonds to be
issued by the County wili
be used to pay the prin-
cipal and interest on the
Notes. In addition, the
full faith, credit, and tax-
ing power of the County
will be pledged for the
payment of the principal
of and knterest on the
Boids and a tax, without
fimit, will be levied on
and collected annually, in
the same manner other
County taxes are levied
and collected, on all tax-
able property of the
County sufficient to pay
to principal of and inter-

est on the Bonds as they
respectively mature and -
to create such sinking
fund as may be neces-
sary therefor. :

At the public hearing all
taxpayers and residents
of the County and any -
other interested persons
who appear wiil be given . :
an opportunity to !
express their views for or
against the Ordinance
and the issuance of the
Bonds.

COUNTY COUNCIL OF
BEAUFORT COUNTY,
SOUTH CAROLINA



STATE OF SOUTH CAROLINA )
) CERTIFIED COPY OF ORDINANCE NO. 2008/34

COUNTY OF BEAUFORT )

I, the undersigned Clerk to the County Council (the “County Council”) of Beaufort County, South
Carolina (the “County™), do hereby certify that attached hereto is a copy of Ordinance No. 2008/34 entitled
“ORDINANCE 2008/34 AUTHORIZING THE ISSUANCE AND SALE OF NOT EXCEEDING
$48,755,000 OF GENERAL OBLIGATION BOND ANTICIPATION NOTES TO PROVIDE FUNDS
FOR REFERENDUM PROJECTS AND CAPITAL PROJECTS OF THE COUNTY; FIXING THE FORM
AND DETAILS OF THE NOTES; AUTHORIZING THE CHAIR OF COUNTY COUNCIL AND THE
COUNTY ADMINISTRATOR OR THEIR DESIGNEES TO DETERMINE CERTAIN MATTERS
RELATING TO THE NOTES; PROVIDING FOR THE PAYMENT OF THE NOTES AND THE
DISPOSITION OF THE PROCEEDS THEREOF; AND OTHER MATTERS RELATING THERETO”
(the “Ordinance”), which was enacted by the County Council at a meeting duly called and held September
8, 2008, at which a quorum was present and acting throughout, which Ordinance has been compared by me
with the original thereof, and that such copy is a true, correct and complete copy thereof, and that such
Ordinance has been duly enacted and has not been modified, amended or repealed and is in full force and
effect on and as of the date hereof in the form attached hereto.

In witness whereof, I have hereunto set my hand this 10th day of March, 2009.

Jakaa £ & m >.ub &
Clerk to County Council of Beaufort County,
South Carolina

(SEAL)

COLUMBIA 946884v1
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BEAUFORT COUNTY, SOUTH CAROLINA

ORDINANCE 2008/34

AUTHORIZING THE ISSUANCE AND SALE OF NOT
EXCEEDING $48,755,000 OF GENERAL OBLIGATION BOND
ANTICIPATION NOTES TO PROVIDE FUNDS FOR
REFERENDUM PROJECTS AND CAPITAL PROJECTS OF THE
COUNTY; FIXING THE FORM AND DETAILS OF THE NOTES;
AUTHORIZING THE CHAIR OF COUNTY COUNCIL AND THE
COUNTY ADMINISTRATOR OR THEIR DESIGNEES TO
DETERMINE CERTAIN MATTERS RELATING TO THE
NOTES; PROVIDING FOR THE PAYMENT OF THE NOTES
AND THE DISPOSITION OF THE PROCEEDS THEREOF; AND
OTHER MATTERS RELATING THERETO.

September 8, 2008
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AN ORDINANCE

AUTHORIZING THE ISSUANCE AND SALE OF NOT EXCEEDING $48,755,000
OF GENERAL OBLIGATION BOND ANTICIPATION NOTES TO PROVIDE
FUNDS FOR REFERENDUM PROJECTS AND CAPITAL PROJECTS OF THE
COUNTY; FIXING THE FORM AND DETAILS OF THE NOTES;
AUTHORIZING THE CHAIR OF COUNTY COUNCIL AND THE COUNTY
ADMINISTRATOR OR THEIR DESIGNEES TO DETERMINE CERTAIN
MATTERS RELATING TO THE NOTES; PROVIDING FOR THE PAYMENT
OF THE NOTES AND THE DISPOSITION OF THE PROCEEDS THEREOF;
AND OTHER MATTERS RELATING THERETO.

BE IT ORDAINED BY THE COUNTY COUNCIL OF BEAUFORT COUNTY, SOUTH
CAROLINA, AS FOLLOWS:

SECTION 1. Findings. The County Council (the “County Council”) of Beaufort County,
South Carolina (the “County™), hereby finds and determines:

(a) Article X, Section 14 of the Constitution of the State of South Carolina, 1895, as
amended (the “Constitution™), provides that counties may incur general obligation bonded indebtedness
upon such terms and conditions as the General Assembly may prescribe by general law subject to the
following limitations: (i) such debt must be incurred only for a purpose which is a public purpose and a
corporate purpose for a county and (ii) unless excepted from the bonded debt limit, such debt may be
issued in an amount not exceeding eight percent of the assessed value of all taxable property of such
county (the “Bonded Debt Limit”).

(b) Pursuant to Chapter 15, Title 4, Code of Laws of South Carolina 1976, as amended (the
same being and hereinafter referred to as the “County Bond Act”), the governing body of any of the
counties of the State may issue general obligation bonds for any authorized purpose and in any amount
not exceeding such county’s applicable Bonded Debt Limit.

) The County Bond Act provides that as a condition precedent to the issuance of bonds an
election be held and result favorably thereto. Chapter 27, Title 11, Code of Laws of South Carolina 1976,
as amended (the “Article X Enabling Act™) provides that if an election be prescribed by the provisions of
the County Bond Act, but is not required by the provisions of Article X, then in every such instance, no
election need be held (notwithstanding the requirement therefor) and the remaining provisions of the
County Bond Act shall constitute a full and complete authorization to issue bonds in accordance with
such remaining provisions.

(d) The assessed value of all the taxable property in the County as of April 15, 2007, is
$1,586,137,424. Eight percent of the assessed value is $126,890,994. As of the date hereof, the
outstanding general obligation debt of the County subject to the limitation imposed by Article X, Section
14(7) of the Constitution is $65,385,000. Thus, the County may incur not exceeding $61,606,994 of
additional general obligation debt within its Bonded Debt Limit.

(e) In a referendum (the “Referendum”) held in the County on November 7, 2006, the
following question was submitted to the qualified electors of the County:

Shall the County be empowered to issue, either at one time as a single issue or from time
to time as several separate issues, general obligation bonds of the County in the aggregate
principal amount not to exceed $50,000,000, the proceeds of which shall be used for the



purpose of defraying the costs of the County Rural and Critical Land Preservation
Program which preserves land by purchasing open land, development rights and
conversation easements in all areas of Beaufort County, in order to alleviate traffic
congestion in high growth areas and to protect water quality, natural lands, wildlife areas,
farmland, parkland, coastal areas, rivers and wetlands, legal fees and costs of issuance of
such bonds, provided that all expenditures shall be prioritized based upon the official
criteria and ranking system established for the County and subject to annual audit?

The Referendum was duly conducted and a majority of the qualified electors of the County voted in favor of
the issuance of the general obligation bonds.

6} Article X, Section 15 of the Constitution further provides that general obligation bond
anticipation notes may be issued in anticipation of the proceeds of general obligation bonds which may
lawfully be issued under such terms and conditions that the General Assembly may prescribe by law.

® Pursuant to the provisions of Title 11, Chapter 17 of the Code of Laws of South Carolina,
1976, as amended (“Title 11, Chapter 17”), any county, whenever authorized by general or special law to
issue bonds, may, pending the sale and issuance thereof, borrow in anticipation of the receipt of the
proceeds of the bonds. Such provisions also provide that if any approval be necessary prior to the
issuance of bonds by the county, the county must obtain the same approval prior to the issuance of
temporary financing provided therein.

(h) The County Council finds that pending the issuance and sale of general obligation bonds it
is necessary and in the best interest of the County to provide for the issuance and sale of general obligation
bond anticipation notes of the County pursuant to the provisions of the Constitution and laws of the State
of South Carolina for the purposes of providing funds: (i) to defray the costs of: the County Rural and
Critical Land Preservation Program by purchasing open land, development rights and conversation
easements in all areas of Beaufort County (the “Referendum Projects”) as set forth on the attached Exhibit
A; (ii) to pay the costs of certain capital projects approved by the County (the “Capital Projects”) as set
forth on the attached Exhibit A; and (iii) to pay the costs of issuance of the notes. The portion of the par
amount of the notes in the maximum amount of $20,000,000, the proceeds of which will be used for the
Referendum Projects, will not count against the County’s constitutional debt limit.

SECTION 2. Authorization and Details of Bonds. Pursuant to the provisions of the
Constitution and laws of the State of South Carolina, there is hereby authorized to be issued general
obligation bonds of the County in one or more series in an aggregate amount not exceeding $51,000,000.
The bonds authorized hereunder shall be identified as “General Obligation Bonds of Beaufort County,
South Carolina” (the “Bonds™). The proceeds of the Bonds will be used to pay the outstanding notes
authorized herein. In order to reduce issuance costs, the Bonds may be issued as part of another issue of
bonds comprising the Bonds and separately authorized bonds. The Bonds may be designated with such
further series description and designation as shall be determined by the County Administrator of the
County prior to any sale. The Bonds may be issued in one or more series and may be sold in conjunction
with any other bonds heretofore or hereafter authorized.

SECTION 3. Authorization and Details of Noftes. Pursuant to the provisions of the
Constitution and laws of the State of South Carolina, there is hereby authorized to be issued general
obligation bond anticipation notes of the County for the purposes set forth in Section 1(e) above in an
aggregate amount not exceeding $48,755,000. The notes authorized hereunder shall be identified as
“General Obligation Bond Anticipation Notes of Beaufort County, South Carolina” (the “Notes™).
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The Notes will initially be issued under the DTC Book-Entry-Only System in the form of a single
fully registered note, registered in the name of Cede & Co. as the registered owner and nominee of The
Depository Trust Company, New York, New York, which will act as securities depository for the Notes.
The Notes shall be dated as of the first day of the month in which the Notes are delivered to the initial
purchaser(s) thereof or such other date as shall be selected by the County Administrator; shall be in
denominations of $5,000 or any integral multiple thereof not exceeding the principal amount of the Notes;
shall be numbered from R-1 with an appropriate series designation, if any; shall bear interest from their
date as may be accepted by the County Administrator at the time of the sale thereof; and shall mature in
annual instaliments as determined by the County Administrator.

Both the principal of and interest on the Notes shall be payable in any coin or currency of the
United States of America which is, at the time of payment, legal tender for public and private debs,

SECTION 4. Delegation of Certain Details of the Notes to the Administrator and Chair. The
Council hereby expressly delegates to the County Administrator and the Chair the authority, with respect
to the Notes, to determine (a) the principal amount, the date of sale, and the maturity date of the Notes;
(b) the redemption provisions, if any, for the Notes; (c) the Registrar/Paying agent for the Notes; (d}
whether to publish notice of the adoption of this ordinance under the provisions of Section 11-27-40(8),
Code of Laws of Scuth Carolina, 1976, as amended; and (e} such other matters regarding the Notes as are
necessary or appropriate. The Chair and County Administrator are further directed to consult with the.
County’s financial advisor and bond counsel in making any such decisions.

The County Administrator is hereby authorized and directed to conduct the sale of the Notes
pursuant to the provisions of Section 13 hereof. The County Council hereby expressly delegates to the
County Administrator the authority to award the sale of the Notes in accordance with a notice of sale
referenced in Section 13, provided that the net interest cost of the Notes shall not exceed 6% unless
authorized by a separate resolution of the County Council.

SECTION S, Registrar/Paying Agent. Both the principal of and interest on the Notes shall be
payable in any coin or currency of the United States of America which is, at the time of payment, legal
tender for public and private debts. Within twenty-four hours of the sales of the Notes, the County shall
appoint a Registrar/Paying Agent therefor.

SECTION 6. Registration and Transfer. The County shall cause books (herein referred to as
the “registry books”) to be kept at the offices of the Registrar/Paying Agent, for the registration and
transfer of the Notes. Upon presentation at its office for such purpose, the Registrar/Paying Agent shall
register or transfer, or cause to be registered or transferred, on such registry books, the Notes under such
reasonable regulations as the Registrar/Paying Agent may prescribe.

Each Note shall be transferable only upon the registry books of the County, which shall be kept
for such purpose at the principal office of the Registrar/Paying Agent, by the registered owner thereof in
person or by his duly authorized attorney upon surrender thereof together with a written instrument of
transfer satisfactory to the Registrar/Paying Agent, duly executed by the registered owner or his duly
authorized attorney. Upon the transfer of any such Note, the Registrar/Paying Agent on behalf of the
County shall issue in the name of the transferee a new fully registered Note, of the same aggregate
principal amount, interest rate, and maturity as the surrendered Note. Any such Note surrendered in
exchange for a new registered Note pursuant to this Section shall be canceled by the Registrar/Paying
Agent.
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The County and the Registrar/Paying Agent may deem or treat the person in whose name any
fully registered Note shall be registered upon the registry books as the absolute owner of such Note,
whether such Note shall be overdue or not, for the purpose of receiving payment of the principal of and
interest on such Note and for all other purposes and all such payments so made to any such registered
owner or upon his order shall be valid and effectual to satisfy and discharge the liability upon such Note
to the extent of the sum or sums so paid, and neither the County nor the Registrar/Paying Agent shall be
affected by any notice to the contrary. In all cases in which the privilege of transferring Notes is
exercised, the County shall execute and the Registrar/Paying Agent shall authenticate and deliver Notes in
accordance with the provisions of this Ordinance. Neither the County nor the Registrar/Paying Agent
shall be obliged to make any such transfer of Notes during the period beginning on the day after the 15th
calendar day of the month next preceding an interest payment date on such Notes and ending on such
interest payment date.

SECTION 7. Record Date. The County hereby establishes a record date for the payment of
interest or for the giving of notice of any proposed redemption of Notes, and such record date shall be the
15th day of the calendar month next preceding an interest payment date on such Notes or, in the case of
any proposed redemption of Notes, such record date shall not be more than 15 days prior to the mailing of
notice of redemption of Notes.

SECTION 8. Lost, Stolen, Destroyed, or Defaced Notes. In case the Notes shall at any time
become mutilated, or be lost, stolen or destrayed, or be so defaced as to impair the value thereof to the
owner, the County shall execute and the Registrar/Paying Agent shall authenticate and deliver at the
principal office of the Registrar/Paying Agent, or send by registered mail to the owner thereof at his
request, risk and expense, a new Note of the same interest rate and maturity and of like tenor and effect in
exchange or substitution for and upon the surrender for cancellation of such defaced, mutilated or partly
destroyed Note, or in lieu of or in substitution for such lost, stolen or destroyed Note. In any such event
the applicant for the issuance of a substitute Note shall furnish the County and the Registrar/Paying Agent
evidence or proof satisfactory to the County and the Registrar/Paying Agent of the loss, destruction,
mutilation, defacement or theft of the original Note, and of the ownership thereof, and also such security
and indemnity in such amount as may be required by the laws of the State of South Carolina or such
greater amount as may be required by the County and the Registrar/Paying Agent. Any duplicate Note
issued under the provisions of this Section in exchange and substitution for any defaced, mutilated or
partly destroyed Note or in substitution for any allegedly lost, stolen or wholly destroyed Note shall be
entitled to the identical benefits under this Ordinance as was the original Note in lieu of which such
duplicate Note.

All expenses necessary for the providing of any duplicate Note shall be borne by the applicant
therefor.

SECTIONS. Book-Entry-Only System.

(a) Notwithstanding anything to the contrary herein, so long as the Notes are being held under a
book-entry system of a securities depository, transfers of beneficial ownership of the Notes will be
effected pursuant to rules and procedures established by such securities depository. The initial securities
depository for the Notes will be The Depository Trust Company (“DTC”), New York, New York. DTC
and any successor securities depositories are hereinafter referred to as the “Securities Depository.” The
Notes shall be registered in the name of Cede & Co., as the initial securities depository nominee for the
Notes. Cede & Co. and successor securities depository nominees are hereinafter referred to as the
“Securities Depository Nominee.”
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(b) As long as a book-entry system is in effect for the Notes, the Securities Depository Nominee
will be recognized as the holder of the Notes for the purposes of (i) paying the principal, interest and
premium, if any, on such Notes, (ii) giving any notice permitted or required to be given to Noteholders
under this ordinance, (iii) registering the transfer of Notes, and (iv) requesting any consent or other action
to be taken by the holders of such Notes, and for all other purposes whatsoever, and the County shall not
be affected by any notice to the contrary.

(c) The County shall not have any responsibility or obligation to any participant, any beneficial
owner, or any other person claiming a beneficial ownership in any Notes which are registered to a
Securities Depository Nominee under or through the Securities Depository with respect to any action
taken by the Securities Depository as holder of such Notes.

(d) The County shall pay all principal, interest and premium, if any, on Notes issued under a
book-entry system, only to the Securities Depository or the Securities Depository Nominee, as the case
may be, for such Notes, and all such payments shall be valid and effectual to fully satisfy and discharge
the obligations with respect to the principal of and premium, if any, and interest on such Notes.

(e) In the event that the County determines that it is in the best interest of the County to
discontinue the book-entry system of transfer for the Notes, or that the interests of the beneficial owners
of the Notes may be adversely affected if the book-entry system is continued, then the County shall notify
the Securities Depository of such determination. In such event, the County shall appoint a
Registrar/Paying Agent which shall authenticate, register, and deliver physical certificates for the Notes in
exchange for the Notes registered in the name of the Securities Depository Nominee.

{(f) In the event that the Securities Depository for the Notes discontinues providing its services,
the County shall either engage the services of another Securities Depository or arrange with a
Registrar/Paying Agent for the delivery of physical certificates in the manner described in (¢} above.

(g) In connection with any notice or other communication to be provided to the holders of Notes
by the County or by the Registrar/Paying Agent with respect to any consent or other action to be taken by
the holders of Notes, the County or the Registrar/Paying Agent, as the case may be, shall establish a
record date for such consent or other action and give the Securities Depository Nominee notice of such
record date not less than 15 days in advance of such record date to the extent possible.

SECTION 10. Execution of Notes. The Notes shall be executed in the name of the County with
the manual or facsimile signature of the Chair attested by the manual or facsimile signature of the Clerk to
County Council under a facsimile of the seal of the County which shall be impressed, imprinted or
reproduced thereon. The Notes shall not be valid or become obligatory for any purpose unless there shall
have been endorsed thereon a certificate of authentication. The Notes shall bear a certificate of
authentication manually executed by the Registrar/Paying Agent in substantially the form attached hereto
as Exhibit B.

SECTION 11. Form of Notes. The Notes shall be in substantially the form attached hereto as
Exhibit B.

SECTION 12. Security for Notes. For the payment of the principal of and interest, if necessary,
on the Notes as they respectively mature there are hereby pledged the proceeds of the Notes and the full faith,
credit and taxing power of the County. The County at its option may also utilize any other funds available
therefor for the payment of the principal of and interest on the Notes.
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SECTION 13. Exemption from Taxation. Both the principal of and interest on the Notes shall
be exempt, in accordance with the provisions of Section 12-2-50, Code of Laws of South Carolina, 1976,
as amended, from all State, county, municipal, County and all other taxes or assessments, direct or
indirect, general or special, whether imposed for the purpose of general revenue or otherwise, except
inheritance, estate and transfer taxes, but the interest thereon may be includable in certain franchise fees
or taxes.

SECTION 14. Sale of Notes, Form of Notice of Sale. The Notes shall be sold at public sale. A
summary Notice of Sale shall be published not less than seven days prior to the date fixed for sale, in a
newspaper having general circulation in the State of South Carolina and, if deemed appropriate by the
County Administrator, in a financial publication published in the City of New York, State of New York.
The official Notice of Sale shall be distributed simultaneously with the distribution of the Preliminary
Official Statement prepared in connection with the Notes, and shall be in the form attached hereto as
Exhibit C, with such modifications as may be determined to be necessary by the financial advisor, if any,
and bond counsel. The County Administrator may determine to establish a fixed date of sale in the notice
or provide for the subsequent dissemination in electronic form of the date selected for such sale, in which
event such subsequent notice shall be provided not less than 48 hours prior to the time and date fixed for
sale. In the event a fixed date of sale is provided in the notice, such date may be modified by a
subsequent notice in electronic form not less than 48 hours prior to the date fixed for the rescheduled sale.

SECTION 15. Deposit and Use of Proceeds. The proceeds derived from the sale of the Notes
are to be used for the purposes set forth in Section 1(h) above, and shall be applied by the County solely
to the purposes for which the Notes have been issued, except that the premium, if any, shall be placed ina
sinking fund.

SECTION 16. Preliminary and Final Official Statement. The County Council hereby
authorizes and directs the County Administrator to prepare, or cause to be prepared, a Preliminary
Official Statement to be distributed to prospective purchasers of the Notes together with the Notice of
Sale of the Notes. The County Council authorizes the County Administrator to designate the Preliminary
Official Statement as “near final” for purposes of Rule 15¢2-12 of the Securities Exchange Commission.
The County Administrator is further authorized to see to the completion of the final form of the Official
Statement upon the sale of the Notes so that it may be provided to the purchaser of the Notes.

SECTION 17. Defeasance.

(a) If the Notes issued pursuant to this Ordinance shall have been paid and discharged, then the
obligations of the Ordinance hereunder, and all other rights granted thereby shall cease and determine.
The Notes shall be deemed to have been paid and discharged within the meaning of this section under any
of the following circumstances:

(i) If a bank or other financial institution (the “Escrow Agent”) shall hold, at the stated
maturities of the Notes, in trust and irrevocably appropriated thereto, moneys for the full payment
thereof; or

(ii) If default in the payment of the principal of the Notes or the interest thereon shall
have occurred, and thereafter tender of payment shall have been made, and the Escrow Agent
shall hold, in trust and irrevocably appropriated thereto, sufficient moneys for the payment
thereof to the date of the tender of payment; or

(iii) If the County shall have deposited with the Escrow Agent, in an irrevocable trust,
either moneys in an amount which shall be sufficient, or direct general obligations of the United
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States of America, which are not subject to redemption by the issuer prior to the date of maturity
thereof, as the case may be, the principal of and interest on which, when due, and without
reinvestment thereof, will provide moneys, which, together with the moneys, if any, deposited
with the Escrow Agent at the same time, shall be sufficient to pay, when due, the principal,
interest, and redemption premium or premiums, if any, due and to become due on the Notes and
prior to the maturity date of the Notes, or, if the County shall elect to redeem the Notes prior to
their stated maturities, and shall have irrevocably bound and obligated itself to give notice of
redemption thereof in the manner provided in the form of the Notes herein, on and prior to the
redemption date of the Notes, as the case may be; or

(iv) If there shall have been deposited with the Escrow Agent either moneys in an
amount which shall be sufficient, or direct general obligations of the United States of America or
agencies thereof, the principal of and interest on which, when due, will provide moneys which,
together with the moneys, if any, deposited with the Escrow Agent at the same time, shall be
sufficient to pay, when due, the principal and interest due and to become due on the Notes on the
maturity thereof.

(b) In addition to the above requirements of paragraphs (i), (ii), (iii), and (iv), in order for this
Ordinance to be discharged, all other fees, expenses, and charges of the Escrow Agent have been paid in
full at that time.

(c) Notwithstanding the satisfaction and discharge of this Ordinance, the Escrow Agent shall
continue to be obligated to hold in trust any moneys or investments then held by the Escrow Agent for the
payment of the principal of, premium, if any, and interest on, the Notes, to pay to the owners of the Notes
the funds so held by the Escrow Agent as and when payment becomes due.

(d) Any release under this Section shall be without prejudice to the rights of the Escrow Agent to
be paid reasonable compensation for all services rendered under this Ordinance and all reasonable
expenses, charges, and other disbursements and those of their respective attorneys, agents, and
employees, incurred on and about the performance of the powers and duties under this ordinance.

(¢) Any moneys which at any time shall be deposited with the Escrow Agent by or on behalf of
the County for the purpose of paying and discharging any Notes shall be and are hereby assigned,
transferred, and set over to the Escrow Agent in trust for the respective holders of the Notes, and the
moneys shall be and are hereby irrevocably appropriated to the payment and discharge thereof. If,
through lapse of time or otherwise, the holders of such Notes shall no longer be entitled to enforce
payment of their obligations, then, in that event, it shall be the duty of the Escrow Agent to transfer the
funds to the County.

(f) In the event the Notes are not to be redeemed within the 60 days next succeeding the date the
deposit required by Section 16(a)(iii) or (iv) is made, the County shall give the Escrow Agent irrevocable
instructions to mail, as soon as practicable by registered or certified mail, a notice to the owners of the
Notes at the addresses shown on the registry books that (i) the deposit required by subparagraph (a)(iii) or
(a)(iv) of this Section 16 has been made with the Escrow Agent, (ii) the Notes are deemed to have been
paid in accordance with this Section and stating the maturity or redemption dates upon which moneys are
to be available for the payment of the principal of, and premium, if any, and interest on, the Notes, and
(iii) stating whether the County has irrevocably waived any rights to redeem the Notes, or any of them,
prior to the maturity or redemption dates set forth in the preceding clause (ii).

(g) The County covenants and agrees that any moneys which it shall deposit with the Escrow
Agent shall be deemed to be deposited in accordance with, and subject to, the applicable provisions of

7

COLUMBIA $27255v2



this Section, and whenever it shall have elected to redeem Notes, it will irrevocably bind and obligate
itself to give notice of redemption thereof, and will further authorize and empower the Escrow Agent to
cause notice of redemption to be given in its name and on its behalf.

SECTION 18. Tax and Securities Laws Covenants.

(a) The County covenants that no use of the proceeds of the sale of the Notes shall be made
which, if such use had been reasonably expected on the date of issue of such Notes would have caused the
Notes to be “arbitrage bonds,” as defined in the Code, and to that end the County shall comply with the
applicable regulations of the Treasury Department previously promulgated under Section 103 of the
Internal Revenue Code of 1986 (the “Code”), as amended, and any regulations promulgated under the
Code so long as the Notes are outstanding,.

(b) The County further covenants to take all action necessary, including the payment of any
rebate amount, to comply with Section 148(f) of the Code and any regulations promulgated thereunder.

(¢) The County covenants to file IRS Form 8038-G at the time and in the place required therefor
under the Code.

(d) The County hereby covenants and agrees that it will comply with and carry out all of the
provisions of a Disclosure Dissemination Agent Agreement between the County and Digital Assurance
Certification, L.L.C., to be executed by the County Administrator and dated the date of delivery of the
Notes, which will meet the requirements of (i) Rule 15¢2-12 promulgated by the Securities and Exchange
Commission and (ii) Section 11-1-85, Code of Laws of South Carolina, 1976, as such may be amended,
which requires the County to file with a nationally recognized municipal securities information
repository, a copy of its annual independent audit within 30 days of receipt and event-specific information
within 30 days of an event adversely affecting more than 5% of its revenues or 5% of its tax base.

SECTION 19. Notice of Public Hearing. The County Council hereby ratifies and approves the
publication of a notice of public hearing regarding the Note and this Ordinance, such notice in substantially
the form attached hereto as Exhibit D, having been published in The Island Packet and The Beaufort Gazette,
newspapers of general circulation in the County, not less than 15 days prior to the date of such public
hearing,

SECTION 20. Notice Pursuant to Section 11-27-40, Paragraph 8, of the Code of Laws of
South Carolina, 1976. In order that the Council may proceed as soon as possible to issue and deliver the
Notes, the County Administrator may determine that the County avail itself of the provisions of paragraph
8 of Section 11-27-40, Code of Laws of South Carolina, 1976, as amended. If such determination is
made, the notice prescribed thereby shall be provided in substantially the form attached hereto as Exhibit
E.

SECTION 21. Retention of Professionals and Service Providers. The County Council hereby
retains Ross, Sinclaire & Associates, LLC as financial advisors and McNair Law Firm, P.A., as bond
counsel in connection with the issuance of the Notes.

The County Council hereby further authorizes the County Administrator to enter into such
contractual arrangements with printers and the suppliers of other goods and services necessary to the sale,
execution, and delivery of the Notes as is necessary and desirable. To the extent feasible, such
arrangements shall be made with persons of sound reputation after obtaining two or more bids for such
services; however, the County Administrator is authorized to make such arrangements without obtaining
bids or quotes where (i) the services to be provided are unique, (ii) it is impractical to obtain bids in order

8
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to comply with any time requirements with respect to the issuance and sale of the Notes, or (jii) the
County has had previous experience with a supplier who has performed reliably and satisfactorily.

The County Council hereby further authorizes the County Administrator to enter into such
contractual arrangements with printers and the suppliers of other goods and services necessary to the sale,
execution, and delivery of the Notes as is necessary and desirable. To the extent feasible, such
arrangements shall be made with persons of sound reputation after obtaining two or more bids for such
services; however, the County Administrator is authorized to make such arrangements without obtaining
bids or quotes where (i) the services to be provided are unique, (ii) it is impractical to obtain bids in order
to comply with any time requirements with respect to the issuance and sale of the Notes, or (iii) the
County has had previous experience with a supplier who has performed reliably and satisfactorily.

SECTION 22. Authorization to Execute Documents. The County Council hereby authorizes
the Chair and Clerk of County Council, the County Administrator and the Controller of the County to
execute such documents and instruments as may be necessary to effect the issuance of the Notes.

SECTION 23. General Repealer. All rules, regulations, resolutions and parts thereof,
procedural or otherwise, in conflict herewith or the proceedings authorizing the issuance of the Notes are,

to the extent of such conflict, hereby repealed and this Ordinance shall take effect and be in full force
from and after its adoption.

[Signature Page to Follow]
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Adopted this 8" day of September, 2008,

BEAL (})R’i COUNTY, SOUTH CAROLINA

z/«fm/]aé’? ’\“"’4

(SEAL)

ATTEST:
TN
s’?fa 2h Lkt d P &
Clerk to County Council

First Reading, By Title Only: July 28, 2008
Second Reading: August 1 7008

Public Hearing: August 25, 2008

Third and Final Reading: September 8, 2008

COLUSBIA 272852

Chair of County Council
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PROJECT LIST

Rural and Critical Lands Program $20,000,000.00
CIP Projects for FY 2007 - 2008
Land Acquisition - Law Enforcement 1,000,000.00
Land Acquisition - DSN Administration Building 1,000,000.00
Upgrade / Replace Radio Equipment 8,000,000.00
Specialized Equipment - Traffic Management 410,000.00
Specialized Equipment - Broadcast meetings 32,000.00
Software Upgrade - Tax System / CAMA 800,000.00
CC Haigh Boat Landing 750,000.00
Port Royal Sands Boat Landing 750,000.00
Buchwalter Park Recreation Center 1,800,000.00
Burton Wells Park - Phase |l 1,600,000.00
Coastal Discovery Museum - Town of Hilton Head 300,000.00
St Helena Library 2,255,000.00
Contingency 58,000.00

$18,755,000.00
Law Enforcement / Detention Center $10,000,000.00
Total $48,755,000.00

EXHIBIT A



EXHIBIT B

FORM OF NOTE
UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION BOND ANTIICIPATION NOTE
SERIES
No. R-
Interest Maturity Original
Rate Date Issue Date Cusip

REGISTERED OWNER:
PRINCIPAL AMOUNT: DOLLARS

KNOW ALL MEN BY THESE PRESENTS that Beaufort County, South Carolina (the
“County™) hereby acknowledges itself indebted, and for value received promises to pay to the registered
owner hereof, the principal sum of Dollars ($ ) at the principal
office of , in the City of __» State of ____onthe ___ day of

, 2009, and to pay interest (calculated on the basis of a 360-day year of twelve 30-day
months) on said principal sum from the date hereof, at the rate of %, payable upon the maturity
of this note. This note is not subject to prepayment prior to its maturity.

Both the principal of and interest on this note are payable in any coin or currency of the United
States of America which is, at the time of payment, legal tender for the payment of public and private
debts.

This note represents a series of general obligation bond anticipation notes (the “Notes”), issued
by the County, pursuant to the authorization of Title 11, Chapter 17, Code of Laws of South Carolina
1976, as amended, in anticipation of the receipt of the proceeds to be derived from the general obligation
bonds of the County to be issued pursuant to and in accordance with the provisions of the Constitution
and Laws of the State of South Carolina including Article X, Section 15 of the Constitution of the State of
South Carolina, 1895, as amended; Title 11, Chapter 27, Code of Laws of South Carolina, 1976, as
amended; Title 59, Chapter 71, Code of Laws of South Carolina, 1976, as amended, the favorable results
of a referendum, and an ordinance duly enacted by the Beaufort County Council on ,
2008 (the “Ordinance”). The full faith, credit and taxing power of the County and the proceeds to be
derived from the sale of bonds are pledged for the payment of the principal of and interest on the Notes.

The Notes are being issued by means of a book-entry system with no physical distribution of
certificates to be made except as provided in the Ordinance. One certificate registered in the name of the
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Securities Depository Nominee is being issued and is required to be deposited with the Securities
Depository. The book-entry system will evidence positions held in the Notes by the Securities
Depository’s participants, beneficial ownership of the Notes in the principal amount of $5,000 or any
multiple thereof being evidenced in the records of such Participants. Transfers of ownership shall be
effected on the records of the Securities Depository on the records of the Securities Depository and its
participants pursuant to rules and procedures established by the Securities Depository and its Participants.

as Registrar/Paying Agent will recognize the Securities Depository
Nominee, while the registered owner of the Notes, as the owner of the Notes for all purposes, including
payments of principal of and redemption premium, if any, and interest on the Notes, notices and voting.
Transfer of principal and interest payments to Participants of the Securities Depository will be the
responsibility of the Securities Depository, and transfer of principal, redemption premium, if any, and
interest payments to beneficial owners of the Notes by Participants of the Securities Depository will be
the responsibility of such participants and other nominees of such beneficial owners. The County and
Registrar/Paying Agent will not be responsible or liable for such transfers of payment or for maintaining,
supervision or reviewing the records maintained by the Securities Depository, the Securities Depository
Nominee, its Participants or persons acting through such Participants. While the Securities Depository
Nominee is the owner of the Notes, notwithstanding the provision hereinabove contained, payments of
principal of, redemption premium, if any, and interest on the Notes shall be made in accordance with
existing arrangements between the Registrar/Paying Agent or its successors under the Resolution and the
Securities Depository.

This note and the interest hereon are exempt from all State, county, municipal, County, and all
other taxes or assessments of the State of South Carolina, direct or indirect, general or special, whether
imposed for the purpose of general revenue or otherwise, except inheritance, estate and transfer taxes but
the interest on this note may be included for certain franchise fees or taxes.

IT IS HEREBY CERTIFIED AND RECITED that all acts, conditions and things required by the
Constitution and Laws of the State of South Carolina to exist, to happen, or to be performed precedent to
or in the issuance of this note, do exist, have happened, and have been performed in regular and due time,
form and manner, and the amount of this note, and the issue of which this note is one, does not exceed
any constitutional or statutory limitation.

IN WITNESS WHEREOF, BEAUFORT COUNTY, SOUTH CAROLINA, has caused this Note
to be signed with the signature of the Chair of the County Council, attested by the signature of the Clerk
to the County Council and the seal of the County impressed, imprinted, or reproduced hereon.

BEAUFORT COUNTY, SOUTH CAROLINA

(SEAL)

Chair, County Council
ATTEST:

Clerk to County Council
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[FORM OF REGISTRAR/PAYING AGENT’S CERTIFICATE OF AUTHENTICATION]

Date of Authentication:

This note is one of the Notes described in the within mentioned Ordinance of Beaufort County,
South Carolina.

[REGISTRAR/PAYING AGENT]
as Registrar/Paying Agent

By:

Authorized Officer



The following abbreviations, when used in the inscription on the face of this Note, shall be
construed as though they were written out in full according to applicable laws or regulations.

TEN COM -  as tenants in common UNIF GIFT MIN ACT -

TEN ENT -  as tenants by the Custodian
entireties (Cust) (Minor)
JT TEN - as joint tenants with right under Uniform Gifts to Minors
of survivorship and not as Act
tenants in common {state)

Additional abbreviations may also be used though not in above list.
(FORM OF ASSIGNMENT)

FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto

(Name and Address of Transferee)

the within Note and

does hereby irrevocably constitute and appoint
attorney to transfer the within Note on the books kept for registration thereof, with full power of
substitution in the premises.

Dated:

Signature Guaranteed

Signature must be guaranteed by
a participant in the Securities Transfer
Agent Medallions Program (STAMP)

(Authorized Officer)

Notice: The signature to the assignment must correspond
with the name of the registered owner as it appears

upon the face of the within Note in every particular,
without alteration or enlargement or any change
whatever
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EXHIBIT C
FORM OF NOTICE OF SALE
NOTICE OF SALE
$ GENERAL OBLIGATION BOND ANTICIPATION NOTES, SERIES
OF BEAUFORT COUNTY, SOUTH CAROLINA

Sealed, facsimile and electronic bids for the purchase of all but not part of the above notes (the “Notes”)
will be received by Beaufort County, South Carolina (the “County”), in the case of sealed and facsimile

bids, at the offices of the County Administrator, , Beaufort, South Carolina, and in the
case of electronic bids, via PARITY (as explained below) until ___ (Eastern Time) on
, ___,2008.

BID SUBMISSION: Sealed and facsimile bids must be submitted on bid forms furnished by the County.
Sealed bids shall be enclosed in a sealed envelope marked on the outside “Proposal for the Purchase of

the County of Beaufort County, South Carolina, $ _ General Obligation Bond Anticipation
Notes, Series _.” Bids submitted by facsimile should be preceded by a cover sheet addressed to the
Superintendent and should be sent only once to (843) . Electronic proposals must be submitted

through i-Deal's Parity Electronic Bid Submission System (“Parity”). No electronic bids from any other
providers of electronic bidding services will be accepted. Information about the electronic bidding
services of Parity may be obtained from i-Deal, 1359 Broadway, 2™ Floor, New York, New York 10018,
Customer Support, telephone (212) 404-8102. The County, McNair Law Firm, P.A. and Ross, Sinclaire
& Associates, LLC shall not be responsible for any failure, misdirection or error in the means of
transmission selected by any bidder.

GOOD FAITH DEPOSIT: No good faith deposit will be required.

NOTE DETAILS: The Notes will be issued in book-entry form in the denomination of $5,000 or any

integral multiple thereof. The Notes will be dated as of _ , 2008, the expected date of
delivery, and due on ___,2009. Interest, calculated on the basis of a 360-day year of twelve 30-
day months, will be payable at maturity on ,2009.

REDEMPTION PROVISIONS: The Notes are not subject to optional redemption prior to maturity.
RATINGS: A Moody’s rating has been applied for.

INTEREST RATES: Bidders must specify the fixed rate of interest the Notes shall bear according to the
following restrictions: (a) the interest rate may not exceed six percent (6%) and (b) the interest rate

specified must be a multiple of 1/100th of one percent.

REGISTRAR/PAYING AGENT: Within twenty-four hours of the sale of the Notes, the County will
designate a registrar/paying agent (the “Registrar/Paying Agent”) for the Notes.



BASIS OF AWARD: The Notes will be awarded to the responsive bidder whose bid results in the lowest
NET INTEREST COST (the “NIC”) to the County. The NIC will be calculated as the total interest
from _, 2008 to , 2009, minus any premium. If two or more bids provide for
the same lowest NIC, the County shall award the bid to the bidder whose bid is in the best interest of the
County to be determined by the County in its sole discretion, and such determination shall be final. Any
bid for less than par will be rejected. The County reserves the right to reject any and all bids and to
waive informalities in any or all bids.

In order to calculate the yield on the Notes for federal tax law purposes and as a condition precedent to
the award of the Notes, the successful bidder will be required to disclose to the County the price (or yield
to maturity) at which the Notes will be reoffered to the public.

The Notes will be awarded or all bids will be rejected by no later than 2:00 P.M. (Eastern Time) on the
day bids are opened, , 2008.

SECURITY: The full faith, credit and taxing power of the County and the proceeds derived from the sale
of bonds are pledged to the payment of the principal of and interest on the Notes.

AUTHORIZATION: The Notes are being issued pursuant to Article X, Section 15 of the Constitution of
the State of South Carolina, Title 11, Chapter 17, Code of Laws of South Carolina, 1976, as amended, the
favorable results of a referendum, and a resolution duly adopted by the Board of Education of the County
on , 2008.

INTEREST AND PRINCIPAL PAYMENTS: Payment of principal of and interest on the Notes will be
made directly by the Registrar/Paying Agent to Cede & Co., as the registered owner of the Notes and
nominee for The Depository Trust Company (“DTC”), on , 2008, in immediately
available funds.

CUSIP NUMBERS: It is anticipated that CUSIP numbers will be printed on the Notes, but neither the
failure to print such numbers on the Notes nor any error with respect thereto shall constitute cause for
failure or refusal by the successful bidder to accept delivery of and pay for the Notes.

DELIVERY AND PAYMENT: Delivery of the properly executed Notes is expected to be made through

DTC on or about , 2008. Payment for the Notes shall be made in immediately available
funds.
OFFICIAL STATEMENT: The Preliminary Official Statement, dated _,2008, has

been deemed final by the County for purposes of paragraph (b)(1) of Rule 15¢2-12 of the Securities and
Exchange Commission (the “Rule”) but is subject to revision, amendment and completion in a final
Official Statement as provided in the Rule. Within seven (7) business days of the bid opening date, the
County will deliver the final Official Statement to the successful bidder in sufficient quantity to comply
with the Rule.
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LEGAL OPINION AND CLOSING CERTIFICATES: The County will furnish upon delivery of the
Notes: a Receipt for the Notes; a Signature and No-Litigation Certificate; a Rule 15¢2-12 Centificate; a
Federal Tax Certificate, and the approving opinion of MeNair Law Firm, P.A., Columbia, South Carolina,
as Bond Counsel, all without cost to the purchasers.

INFORMATION FROM PURCHASER: At or before delivery, the purchaser of the Notes shall
provide a certificate to the County in a form acceptable to Bond Counsel stating the information necessary
to enable the County to determine the issue price of the Notes as defined in Section 1273 or 1274 of the
Internal Revenue Code of 1986, as amended.

ADDITIONAL INFORMATION: The Preliminary Official Statement, Official Notice of Sale and
Official Bid Form of the County with respect to the Notes are available via the internet at
hittps/fwwav.rsamunicom and will be furnished to any person interested in bidding for the Notes upon
request to MeNair Law Firm, P. A., Post Office Box 11390, Columbia, South Carolina 29211, attention:
Francenia B. Heizer, Esquire, telephone (803) 799-9800, e-maik theizer@@menair.net.  The Preliminary
Official Statement shall be reviewed by bidders prior to submitting a bid. Bidders may not rely on this
Official Notice of Sale as to the complete information concemning the Notes. For additional information,
please contact the County's Financial Advisor, Brian Nurick, Ross, Sinclaire & Associates, 1219
Assembly  Street, Columbia, South Carolina 29201, telephone (800} 255-0795, e-mail:
bourick@rsamund.com.
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EXHIBIT D

FORM OF NOTICE OF PUBLIC HEARING
NOTICE OF PUBLIC HEARING

Notice is hereby given that a public hearing will be held by the County Council of Beaufort County,
South Carolina (the “County™), in the Bluffton Branch Library, 120 Palmetto Way, Bluffion, South Carolina,
at 6:00 p.m. on Monday, August 25, 2008.

The purpose of the public hearing is to consider an Ordinance providing for the issuance and sale of
General Obligation Bond Anticipation Notes of Beaufort County, South Carolina, in the principal amount of
not exceeding $48,755,000 (the “Notes”). The proceeds of the Notes will be used for the purposes of
providing funds (i) to defray the costs of: the County Rural and Critical Land Preservation Program by
purchasing open land, development rights and conversation easements in all areas of Beaufort County (the
“Referendum Projects™); (ii) to pay the costs of certain capital projects approved by the County (the “Capital
Projects™} and (iii) to pay the costs of issuance of the Notes.

The proceeds of general obligation bonds to be issued by the County will be used to pay the principal
and interest on the Notes. In addition, the full faith, credit, and taxing power of the County will be pledged
for the payment of the principal of and interest on the bonds and a tax, without limit, will be levied on and
collected annually, in the same manner other County taxes are levied and collected, on all taxable property of
the County sufficient to pay to principal of and interest on the bonds as they respectively mature and to create
such sinking fund as may be necessary therefor.

At the public hearing all taxpayers and residents of the County and any other interested persons who
appear will be given an opportunity to express their views for or against the Ordinance and the issuance of the
Bonds.

COUNTY COUNCIL OF BEAUFORT COUNTY,
SOUTH CAROLINA



EXHIBIT E

FORM OF NOTICE OF ADOPTION OF AN ORDINANCE
NOTICE OF ADOPTION OF AN ORDINANCE

Notice is hereby given that on __, 2008, the Beaufort County Council adopted an
ordinance entitled: Ordinance No. “AUTHORIZING THE ISSUANCE AND SALE OF NOT
EXCEEDING $48,755,000 OF GENERAL OBLIGATION BOND ANTICIPATION NOTES TO
PROVIDE FUNDS FOR REFERENDUM PROJECTS AND CAPITAL PROJECTS OF THE
COUNTY; FIXING THE FORM AND DETAILS OF THE NOTES; AUTHORIZING THE
CHAIR OF COUNTY COUNCIL AND THE COUNTY ADMINISTRATOR OR THEIR
DESIGNEES TO DETERMINE CERTAIN MATTERS RELATING TO THE NOTES;
PROVIDING FOR THE PAYMENT OF THE NOTES AND THE DISPOSITION OF THE
PROCEEDS THEREOF; AND OTHER MATTERS RELATING THERETO” (the “Ordinance”).

Pursuant to Section 11-27-40(8) of the South Carolina Code of Laws, 1976, as amended, unless
a notice, signed by not less than five (5) qualified electors of the County, of the intention to seek a
referendum is filed both in the office of the Clerk of Court of the County and with the Clerk of the
County Council, the initiative and referendum provisions of South Carolina law, Sections 4-9-1210 to 4-
91230, South Carolina Code of Laws 1976, as amended, shall not be applicable to the Ordinance. The
notice of intention to seek a referendum must be filed within twenty (20) days following the publication
of this notice of the adoption of the aforesaid Ordinance in a newspaper of general circulation in
Beaufort County.

By order of the Beaufort County Council, , 2008.

Chair, Beaufort County Coungcil



STATE OF SOUTH CAROLINA )
) CERTIFIED COPIES OF MINUTES

COUNTY OF BEAUFORT )

I, the undersigned, hereby certify that I am the duly qualified Clerk to the County Council (the
“County Council”) of Beaufort County, South Carolina (the “County”), and as such official I further certify
that T am the recorder and custodian of the official records of the County Council of the County and that
attached hereto are copies of the excerpts of minutes of meetings of the County Council of the County held
on July 28, 2008, August 11, 2008, August 25, 2008, and September 8, 2008, and I have compared such
copies with the official records of minutes of said meetings in my official custody and that such copies are
true, correct and complete transcripts from the original records of minutes insofar as the original record of
minutes relates to the reading, public hearing and enacting of Ordinance No. 2008/34 which authorizes the
issuance and sale of not exceeding $48,755,000 General Obligation Bond Anticipation Notes of the County.

In witness whereof, I have hereunto set my hand this 10th day of March, 2009.

/’;EE&&CLL &t m. 32 2> 5
Clerk to County Council of Beaufort County,
South Carolina

(SEAL)

COLUMBIA 946887v1
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July 28, 2008

Official Proceedings
County Council of Beaufort County

July 28, 2008

The electronic and print media were duly notified in

accordance with the State Freedom of Information Act

The regularly scheduled meeting of the County Council of Beaufort County was held at 4:00 p.m., Monday, July 28, 2008, in the
arge meeting room of the Bluffton Branch Library, 120 Palmetto Way, Bluffton, South Carolina.

Chairman Weston Newton, Vice Chairman W.R. “Skeet” Von Harten, and members Steven Baer, Rick Caporale, Gerald Dawson,
Herbert Glaze, William McBride, Stewart Rodman, D. Paul Sommerville, Gerald Stewart and Laura Von Harten.

°LEDGE OF ALLEGIANCE

I'he Chairman led those present in the Pledge of Allegiance to the Flag.

NVOCATION

Ir. Herbert Glaze gave the Invocation.

MOMENT OF SILENCE

>pl. Mike Brewton

'he Chairman called for a moment of silence in remembrance of Cpl. Mike Brewton, who died July 22, 2008. He was an employee
f the Sheriff's Department.

REVIEW OF PROCEEDINGS OF THE REGULAR MEETING HELD JUNE 23, 2008

here were no corrections or additions made to the minutes of the regular meeting held June 23, 2008.

 was moved by Mr. McBride, seconded by Mr. Glaze, that Council approve the proceedings of the regular meeting held June 23,
008. The vote was: FOR - Mr, Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr.
ommerville, Mr. Stewart, Ms. L. Von Harten and Mr. W.R. Von Harten. The motion passed .

ttp://library2.municode.com/minutes/DocView/30071/1/224/239 2/28/2009
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second reading text amendments to the Beaufort County Zoning and Development Standards Ordinance, to the Beaufort County
Zoning and Development Standards Ordinance), Section 106-2103(C)—Multi-Family Developments (exempts affordable multi-family
developments up to 70 units from the one-quarter mile spacing requirement for Urban Zoning Districts in Section 106-1187(B)) and,
further, deletes the text, “Upon review an approval by the Zoning Board of Appeals” and “as a special use”. The vote was: FOR -
Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Stewart and Ms. L. Von Harten. OPPOSED — Mr. Sommerville
and Mr. W.R. Von Harten. ABSTAINED — Mr. Rodman. RECUSAL — Mr. Newton (left the room and was not present for any of the
discussion). The motion passed .

Mr. Newton returned to the room.

The Vice Chairman returned the gavel to the Chairman in order to continue the meeting.

The Chairman announced that a public hearing on this issue would be held on Monday, August 11, 2008, beginning at 6:00 p.m. in
the large meeting room of the Hilton Head Island Branch Library, 11 Beach City Road, Hilton Head Island.

PROPOSED DISASTER RECOVERY AND RECONSTRUCTION ORDINANCE

It was moved by Mr. McBride, as Community Services / Public Safety Committee Chairman (no second required), that Council
approve on second reading a proposed Disaster Recovery and Reconstruction Ordinance. The vote was: FOR — Mr. Baer, Mr.
Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr.
W.R. Von Harten. The motion passed .

The Chairman announced that a public hearing on this issue would be held on Monday, August 11, 2008, beginning at 6:00 p.m. in
the large meeting room of the Hilton Head Island Branch Library, 11 Beach City Road, Hilton Head Istand.

TEXT AMENDMENTS TO THE BEAUFORT COUNTY STORMWATER UTILITY ORDINANCE, ARTICLE I, SECTION 99-108,
GENERAL FUNDING POLICY (TO INCREASE THE SINGLE-FAMILY UNIT RATE)

2 text amendment to the Beaufort County Stormwater Utility Ordinance, Article Il, Section 99-108, General Funding Policy (an
ncrease of $5.57 to the current Single Family Unit (SFU) rate to bring it to a revised $50 rate). The vote was: FOR — Mr. Baer, Mr.

Harten. OPPOSED - Mr. McBride. The motion passed .

'he Chairman announced that a public hearing on this issue would be held on Monday, August 11, 2008, beginning at 6:00 p.m. in
he large meeting room of the Hilton Head Island Branch Library, 11 Beach City Road, Hilton Head Island.

AN ORDINANCE AUTHORIZING A GENERAL OBLIGATION BOND BORROWING OF AN AMOUNT NOT TO EXCEED
5,000,000

t was moved Mr. Rodman, seconded by Mr. Sommerville, that Council approve on first reading, by title only, an ordinance
uthorizing a general obligation bond borrowing of an amount not to exceed $5,000,000 .

Vr. Rodman stated during the FY 2009 budget process, administration had suggested that rather than pay for equipment out of the
jeneral fund, it may be appropriate to issue a general obligation bond borrowing with a short life equal to the equipment life of a
ouple of years, because you would not want to borrow long term for that kind of equipment. Therefore, the general fund budget was
tructured with that in mind. As presently structured, staff is looking toward a three-year bond borrowing.

he vote was: FOR -~ Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr.
Stewart, Ms. L. Von Harten and Mr. W.R. Von Harten. The motion passed .

AN ORDINANCE AUTHORIZING A GENERAL OBLIGATION ANTICIPATION NOTE BORROWING OF AN AMOUNT NOT TO

ittp://library2 .municode.com/minutes/DocView/30071/1/224/239 2/28/2009
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EXCEED $46,500,000

it was moved Mr. Rodman, seconded by Mr. Sommerville, that Council approve on first reading, by title only, an ordinance
authorizing a general obligation anticipation note borrowing of an amount not to exceed $46.500.000 .

Mr. Rodman explained this bond borrowing contains three components: $20 million for the Rural and Critical Lands Program, $16.5
million for Capital Improvement Projects, and $10 million for Law Enforcement and /or Detention Center upgrades. There are
potentially two ways to move forward with the borrowing. One way is to take the approved projects, borrow the money, have the
money on hand, and then use it as it is needed. The second way is to borrow some portion of that money, have it on hand, use it,
and then at a subsequent point in time actually do the permanent borrow. There are two factors: first, by issuing anticipation notes
there is a little more borrowing, as needed, which may be advantageous; second, the financial advisor and staff agree the
relationship of long-term rates and short-term borrowing are such that this would be advantageous on the part of their
recommendation.

Mr. McBride cannot support the motion until he sees the $16.5 million list of Capital Improvement Projects.

Mr. Baer cannot support this item at this time because no detail was provided for study and review prior to the meeting. He objects
to pro-forma readings without data. :

Mr. Tom Henrikson, Chief Financial Officer, stated the $16.5 million was the $16.5 million approved by Council on February 11,
2008. The CIP includes 11 projects: Buckwalter Park Recreational Community Center $1,800,000; CAMA - Tax Billing and
Collecting $800,000; Burton Wells Regional Park, Phase I $1,600,000; Radio Rebanding $8,000,000; ITS Camera Installation
(Bluffton Parkway) $410,000; Land Acquisition for DSN Program/Administration Building $1,000,000; Communications Studio
$32,000; C.C. Haigh, Jr. Boat Landing (ramp/float improvements) $750,000; Port Royal Boat Landing (The Sands) Parking
Improvements $750,000; Land Acquisition for future construction sites (Sheriff’s Office); and $1,000,000; Coastal Discovery Museum
Honey Horn building renovation / stabilization $300,000.

W.R. Von Harten. OPPOSED - Mr, Baer, Mr. Dawson and Mr. McBride. The motion passed .

TEXT AMENDMENTS TO THE BEAUFORT COUNTY ZONING AND DEVELOPMENT STANDARDS ORDINANCE,
REGARDING THE INTERIM STANDARDS FOR THE BLUFFTON COMMUNITY PRESERVATION DISTRICT

Mr. Tony Criscitiello, Planning Director, stated the Land Management Committee has received a resolution from the Bluffton
Community Preservation District requesting a change in the Interim Standards, Appendix D, of the Zoning and Development
Standards for the Bluffton Community Preservation District to allow the change to reflect one unit for every three acres as opposed to
he current standard which is one unit for every acre. The reason for this resolution was to allow for the Interim Standards to be put
n place to allow for the CP Committee to finish its work which is entering the very last stage of the May River Community
“reservation District. The interest of the CP Committee was to put in place something which would hold in abeyance any opportunity
o develop property in the CP boundaries that would at one unit to the acre.

t was moved Mr. W.R. Von Harten, as Land Management Committee Chairman (no second required), that Council approve on first
eading, by title only, text amendments to the Beaufort County Zoning and Development Standards Ordinance, regarding the
nterim standards for the Bluffton Community Preservation District (prospective application). The vote was: FOR — Mr. Baer, Mr.
_aporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr.
N.R. Von Harten. The motion passed .

SOUTHERN BEAUFORT COUNTY ZONING MAP_AMENDMENT FOR R600-040-003B; 25.05 ACRES AT 1270 FORDING
SLAND ROAD, TO BE KNOWN AS TANGER OUTLET 1 PUD; FROM COMMERCIAL REGIONAL (CR) TO PLANNED UNIT
DJEVELOPMENT (PUD)

VIr. Tony Criscitiello, Planning Director, stated this issue involves a zoning amendment for a Planned Unit Development (hereinafter
PUD”) in the area that is now occupied by Tanger Outlet 1. This is a PUD as opposed to current zoning which is Commercial
Regional. The Planning staff recommended denial of the PUD principally because of the functionality and the design of the PUD for
he Master Plan site plan. The Planning Commission heard the staff recommendation and decided to support the moving forward of
he PUD on to the Land Management Committee with a proviso that staff provide a series of recommendations which would travel
long and accompany the PUD to Council. That has happened. At the Land Management Committee on July 16, 2008, based on
he directive from the Planning Commission, Mr. Criscitiello provided a memorandum to the Land Management Committee. The
nemorandum contained three parts. The first is to allow for staff and the applicant’s design team to get together to work out
lifferences of opinion in regard to the site design and in regard to its effectiveness and functionality. The second part is to take into
onsideration the opinions of the County Transportation Engineer. The third part, because of the request of the applicant to the PUD

\ttp://library2.municode.com/minutes/DocView/30071/1/224/239 2/28/2009
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ADJOURNMENT

Council adjourned at 7:43 p.m.
COUNTY COUNCIL OF BEAUFORT COUNTY

By:

Wm. Weston J. Newton, Chairman

ATTEST:

Suzanne M. Rainey, Clerk to Council

Ratified: August 11, 2008

http://library2.municode.com/minutes/DocView/30071/1/224/239 2/28/2009
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ADJOURNMENT

Council adjourned at 7:43 p.m.
COUNTY COUNCIL OF BEAUFORT COUNTY

By:

Wm. Weston J. Newton, Chairman

ATTEST:

Suzanne M. Rainey, Clerk to Council

Ratified: August 11, 2008

http://library2.municode.com/minutes/DocView/30071/1/224/239 2/28/2009
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August 11, 2008

Official Proceedings
County Council of Beaufort County

August 11, 2008

The electronic and print media were duly notified in

accordance with the State Freedom of Information Act

The regularly scheduled meeting of the County Council of Beaufort County was held at 4:00 p.m., Monday, August 11, 2008, in the
large meeting room of the Hilton Head Island Branch Library, 11 Beach City Road, Hilton Head Island, South Carolina.

Chairman Weston Newton, Vice Chairman W.R. “Skeet” Von Harten, and members Steven Baer, Rick Caporale, Gerald Dawson,
Herbert Glaze, William McBride, Stewart Rodman, D. Paul Sommerville, Gerald Stewart and Laura Von Harten.

PLEDGE OF ALLEGIANCE

The Chairman led those present in the Pledge of Allegiance to the Flag.

INVOCATION

Mr. Gerald Dawson gave the Invocation.

REVIEW OF PROCEEDINGS OF THE REGULAR MEETING HELD JULY 28, 2008

There were no corrections or additions made to the minutes of the regular meeting held July 28, 2008.

t was moved by Mr. McBride, seconded by Mr. Glaze, that Council approve the proceedings of the reqular meeting held July 28,
2008. The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr.
Sommerville, Mr, Stewart, Ms. L. Von Harten and Mr. W.R. Von Harten. The motion passed .

PUBLIC COMMENT

I'he Chairman recognized Mr. Thomas C. Barnwell, Jr., a Hilton Head Island resident, who congratulated Council for its very positive,
aggressive, and meaningful activities with the Board of Education. He also congratulated Council on its Land Buying Program. The
~ounty needs a transportation study.

Ms. Joni Dimond, a Hilton Head Island resident, is looking forward to the day when the Sea Islands are recognized as territories by
he federal government. She is here today, mostly in memory of Ms. Margaret Simmons, who died August 9, 2008. Ms. Simmons
ppeared before Council many times regarding the naming of Robert Smalls Parkway. US Congressman Robert Smalls was a very
yrilliant man.

Ir. John Smith, a Sheldon resident, stated the Bull Point Plantation housing project is located at the intersection of US Highways

1ttp://library2.municode.com/minutes/DocView/30071/1/224/240 2/28/2009



Auglst 11, LUVO Pages>orll

AN ORDINANCE AUTHORIZING A GENERAL OBLIGATION BOND BORROWING OF AN AMOUNT NOT TO EXCEED
$5,000,000

It was moved by Mr. Rodman, as Finance Committee Chairman (no second required), that Council approve on second reading an
ordinance authorizing a general obligation bond borrowing of an amount not to exceed $5,000,000 .

Mr. Rodman explained historically many of the items that had short lives were handled under the operating budget. This particular
year Council looked at actually borrowing against those items, but having a shorter maturing bond to match the general life of the
items. Administration had identified $8.8 million in items that fell into that category and, staff has reduced that down to $5 million as
they scrubbed that list. The Finance Committee met earlier today and recommends Council approve the bond issuance on second
reading, but it was contingent upon coming back to the August 18, 2008, Finance Committee meeting to review one item of a
significant dollar amount,i.e., Voice Over Internet Protocal (VolP) in the amount of $2.7 million which is a little over 50% of the $5
million borrowing. The Finance Committee will provide a final recommendation to Council, as a result of the August 18 Finance
Committee, and hold the public hearing at the August 25 Council meeting.

Mr. Newton referenced the list of automobiles and pick up trucks requested that started at approximately $8 million and, staff has
reduced that amount to $5 million. Staff has determined, based on the criteria, $3.8 million worth of capital needs are not needed in
this budget cycle. In staff's opinion all of the remaining items are appropriate for inclusion in this year’s budgeting cycling.

Mr. Gary Kubic, County Administrator, agreed in the affirmative. The rolling stock is handled in conjunction with the Fleet
Management Program. Staff pays particular interest in those vehicles that will pass from front line to secondary. This year staff is
going to give added emphasis to fuel-efficient vehicles. Two such vehicles were purchased this year. Staff is in the process of
evaluating the best use for those two vehicles.

The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr.
Stewart, Ms. L. Von Harten and Mr. W.R. Von Harten. The motion passed .

The Chairman announced a public hearing on this issue would be held on Monday, August 25, 2008, beginning at 6:00 p.m. in the
arge meeting room of the Bluffton Branch Library, 120 Palmetto Way, Bluffton.

AN ORDINANCE AUTHORIZING A GENERAL OBLIGATION ANTICIPATION NOTE BORROWING OF AN AMOUNT NOT TO

Mr. Rodman explained this bond borrowing contains three components: $20 million for the Rural and Critical Lands Program, $16.5
nillion for Capital Improvement Projects, and $10 million for Law Enforcement and /or Detention Center upgrades. There are
otentially two ways to move forward with the borrowing. One way is to take the approved projects, borrow the money, have the
noney on hand, and then use it as it is needed. The second way is to borrow some portion of that money, have it on hand, use it,
and then at a subsequent point in time actually do the permanent borrow. There are two factors: first, by issuing anticipation notes
here is a little more borrowing, as needed, which may be advantageous; second, the financial advisor and staff agree the
elationship of long-term rates and short-term borrowing are such that this would be advantageous on the part of their
ecommendation. During the August 11 Finance Committee meeting held earlier today, there was insufficient time for members of
liscuss this matter in detail. Administration has advised that it would not be harmful if Council were to delay consideration of second
eading approval until the August 25, 2008 meeting.

Nithout objection from Council, the Chairman carried over consideration of second reading approval until the August 25, 2008,
~ouncil meeting.

'he Chairman announced a public hearing on this issue would be held on Monday, August 25, 2008, beginning at 6:00 p.m. in the
arge meeting room of the Bluffton Branch Library, 120 Palmetto Way, Bluffton.

TEXT AMENDMENTS TO THE BEAUFORT COUNTY ZONING AND DEVELOPMENT STANDARDS ORDINANCE,
APPENDIX J (DALE COMMUNITY PRESERVATION/CP), DIVISION 2 (DALE MIXED USE DISTRICT), SECTION 2.7
ADDITIONAL DEVELOPMENT STANDARDS—PLACEMENT (EXEMPTS COMMERCIAL DAYCARE CENTERS FROM

SIZE REQUIREMENT iN DALE CP MIXED USE DISTRICT)
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Pinckney Point Dock Permit and Buckingham Landing Dock Permit

it was moved by Mr. W.R. Von Harten, seconded by Mr. Caporale, that Council pursue the appropriate appeals relative to Pinckney
Point dock permit and Buckingham Landing dock permit and engage Cotton Harness, Esquire, from Charleston, South Carolina, to
represent the County’s interest in that regard. The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride,
Mr. Newton, Mr. Rodman, Mr. Stewart, Ms. L. Von Harten and Mr. W.R. Von Harten. ABSENT ~ Mr. Sommerville. The motion

Bull Point

It was moved by Mr. W.R. Von Harten, seconded by Mr. Dawson, that Council authorize the filing of an appeal with regard to a recent

FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Stewart, Ms. L. Von Harten and
Mr. W.R. Von Harten. ABSENT — Mr. Sommerville. The motion passed .

ADJOURNMENT

Council adjourned at 7:43 p.m.
COUNTY COUNCIL OF BEAUFORT COUNTY

By:

Wm. Weston J. Newton, Chairman

ATTEST:

Suzanne M. Rainey, Clerk to Council

Ratified:
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August 25, 2008

Official Proceedings
County Council of Beaufort County

August 25, 2008

The electronic and print media were duly notified in

accordance with the State Freedom of Information Act

The regularly scheduled meeting of the County Council of Beaufort County was held at 4:00 p.m., Monday, August 25, 2008, in the
large meeting room of the Bluffton Branch Library, 120 Palmetto Way, Bluffton, South Carolina.

Chairman Weston Newton, Vice Chairman W.R. “Skeet” Von Harten, and members Steven Baer, Rick Caporale, Gerald Dawson,
Herbert Glaze, William McBride, Stewart Rodman, D. Paul Sommerville, Gerald Stewart and Laura Von Harten.

PLEDGE OF ALLEGIANCE

The Chairman led those present in the Pledge of Allegiance to the Flag.

INVOCATION

Mr. Gerald Dawson gave the Invocation.

REVIEW OF PROCEEDINGS OF THE REGULAR MEETING HELD AUGUST 11, 2008

There were no corrections or additions made to the minutes of the regular meeting held August 11, 2008.

t was moved by Mr. McBride, seconded by Mr. Glaze, that Council approve the proceedings of the reqular meeting held August 11,
2008. The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr.
Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr. W.R. Von Harten. The motion passed .

PUBLIC COMMENT

he Chairman recognized Mr. Jim Bequette, a member of the Board of Education, who stated the School District has not received
any information from the County regarding the reduction in the tax base switching from 6% to 4% valuation. The School District has
eceived information from Mr. Ed Hughes, Assessor, regarding the assessable transfer of interest (ATI) funds which are
approximately $5 million less than originally projected. The Board of Education needs any and all financial information regarding the
School District. He expects better performance from the County in the future.

Ir. David Tedder, a Lady’s Island resident, expressed support regarding the renaming of the A.B. “Buddy” Lubkin Boat Landing,
i/k/a Station Creek, to the “Buddy” and “Zoo” Boat Landing. He has had the privilege of knowing both individuals.

r. Paul Norris, a Berkeley Hall resident, expressed opposition to any zoning change regarding St. Gregory the Great Catholic
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Motion to table.

It was moved by Mr. Stewart, seconded by Mr. Baer, that Council table the motion until the September 22, 2008, Council meeting.
The vote was: FOR - Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr.
Stewart and Mr. W.R. Von Harten. OPPOSED — Ms. L. Von Harten. The motion passed .

TEXT AMENDMENTS TO BEAUFORT COUNTY ZONING AND DEVELOPMENT STANDARDS ORDINANCE (ZDSOQ), ARTICLE
Xill, SECTION 106-2828(B)(4) PRIVATE WATER SYSTEMS REQUIRING FIRE FLOW BE ESTABLISHED ACCORDING TO
INTERNATIONAL FIRE CODE TABLE B105.1; AND SECTION 106-2828(C) ALTERNATIVE WATER SUPPLY TEXT CHANGE
CODE SHQULD BE 1142 INSTEAD OF 1231

Mr. Tony Criscitiello, Planning Director, stated Section 106-2828(B) of the Zoning and Development Standards Ordinance
(hereinafter “ZDSO”) references the 1SO (Insurance Service Office). This is incorrect. The correct guidelines are from the
International Fire Code, Table 105.1. The planning staff and Planning Commission recommend making this change within the
ordinance.

It was moved by Mr. Sommerville, as Land Management Committee Vice Chairman (no second required), the Council approve on
first reading text amendments to Beaufort County Zoning and Development Standards Ordinance, Article XIif, Section 106-2828(B)
(4) Private Water Systems requiring fire flow to be established according to International Fire Code Table B105.1: Section 106-2828
(C) Alternative water supply text change code shall be 1142 instead of 1231. The vote was' FOR — Mr. Baer, Mr. Caporale, Mr.
Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr. W.R. Von
Harten. The motion passed . :

TEXT AMENDMENT TO BEAUFORT COUNTY ZONING AND DEVELOPMENT STANDARDS ORDINANCE (ZDSO), ARTICLE V
(USE _REGULATIONS), TABLE 106-1426 (ACCESSORY AND MISCELLANEOUS USE STANDARDS): TO PERMIT

FREESTANDING TWQ-CAR GARAGES ON ANY RESIDENTIAL LOT

Mr. Tony Criscitiello, Planning Director, explained in order to build a two car garage, you need a principal residential unit of 1760
square feet. A typical two car garage is 528 feet which is 30% of the size of the principal structure. The text amendment will exclude
two car garages from the 30% size limitation rule. The Planning Commission recommended approval, however the County Planning
Commission made a modification to that rule that garages shall not exceed the height of the principal structure. We will provide an
exception for two car garages less than 600 square feet on individual single family residential lots in terms of free standing
structures.

t was moved by Mr. Sommerville, as Land Management Committee Vice Chairman (no second required), the Council approve on
irst reading a  text amendment to Beaufort County Zoning and Development Standards Ordinance (ZDSO), Article V (Use
Regulations), Table 106-1426 (Accessory and Miscellaneous Use Standards): to permit freestanding two-car garages _on_any
esidential lot with the recommendation that these shall not exceed the height of the structure . The vote was: FOR — Mr. Baer, Mr.

Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart and Mr. W.R. Von Harten.
OPPOSED — Ms. L. Von Harten. The motion passed .

PUBLIC HEARINGS

AN ORDINANCE AUTHORIZING A GENERAL OBLIGATION BOND BORROWING OF AN AMOUNT NOT TO EXCEED
55,000,000

'he Chairman asked Mr. Rodman to give the Finance Committee report prior to the opening the public hearing. The Finance
~ommittee met earlier today and recommends Council approve the bond issuance on third and final reading having received a
resentation on Voice over Interet Protocal (VoIP) system which amounts of $2.7 million of the $5 million borrowing.

t was moved by Mr. Rodman, as Finance Committee Chairman (no second required), that Council approve on third and final reading
In_ordinance authorizing a general obligation bond borrowing of an amount not to exceed $5,000,000. The vote was: FOR — Mr.
3aer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr, Rodman, Mr. Sommerville, Mr. Stewart, Ms. L. Von
farten and Mr. W.R. Von Harten. The motion passed .

Ar. Rodman explained historically many of the items that had short lives were handled under the operating budget. This particular
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year Council looked at actually borrowing against those items, but having a shorter maturing bond to match the general life of the
items. Administration had identified $8.8 million in items that fell into that category and, staff has reduced that down to $5 million as
they scrubbed that list.

The Chairman opened a public hearing at 6:35 p.m. for the purpose of receiving information from the public regarding an ordinance
authorizing a general obligation bond borrowing of an amount not to exceed $5,000,000. After calling three times for public comment
and receiving none, the Chairman declared the hearing closed at 6:36 p.m.

It was moved by Mr. Rodman, as Finance Committee Chairman (no second required), that Council approve on third and final reading
an ordinance authorizing a general obligation bond borrowing of an amount not to exceed $5,000,000. The vote was: FOR - Mr.
Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart, Ms. L. Von
Harten and Mr. W.R. Von Harten. The motion passed .

AN ORDINANCE AUTHORIZING A GENERAL OBLIGATION ANTICIPATION NOTE BORROWING OF AN AMOUNT NOT TO
EXCEED $46,500,000

The Chairman asked Mr. Rodman to give the Finance Committee report prior to the opening the public hearing.

It was moved by Mr. Rodman, as Finance Committee Chairman (no second required). that Council restore / add back the $2,255,000
for the construction of a St. Helena Island Library, that had been previously approved, but then a portion of the money had been
redirected to other projects. The net result increases the amount of the general obligation anticipation note borrowing from
$46,500,000 to $48,755,000. The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Rodman, Mr.
Sommerville and Ms. L. Von Harten. OPPOSED — Mr. Newton, Mr. Stewart and Mr. W.R. Von Harten. The motion passed .

The Chairman opened a public hearing at 6:39 p.m. for the purpose of receiving information from the public regarding an ordinance
authorizing a general obligation anticipation note borrowing of an amount not to exceed $48,755,000. After calling three times for
public comment and receiving none, the Chairman declared the hearing closed at 6:40 p.m.

Mr. Newton is happy to support the addition of $2,255,000 for construction of a library on St. Helena Island tonight with caveat that
the County does not borrow these dollars until they are needed.

Mr. Sommerville suspects the St. Helena Island library is going to be, in part, a Gullah / Geechee Cultural Center in addition to being
a library. Council needs to do everything it can to identify and solicit alternate sources of funding for the library construction and
operations. Let us not loose site of the fact that if the County does not have to carry the entire cost of the project, then let's don't.
There are a lot of people, who, in the past, have spoken up said they want to help and it is a great idea, and then disappeared into
he woodwork when it came time of write the check.

Mr. Stewart encouraged everyone to write to their Congressman, ask for the money. Council should not borrow money and pay
nterest on money that will not be used in the near future. Wait and borrow it when there is a plan, strategy, and timing for the
oroject.

t was moved Mr. Rodman, seconded by Mr. Sommerville, that Council approve on second reading an ordinance authorizing a
jeneral obligation anticipation note borrowing of an amount not to exceed $48,755,000. The vote was: FOR — Mr. Baer, Mr.
Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr. W.R. Von
Jarten. OPPOSED — Mr. Rodman. The motion passed .

TEXT AMENDMENTS TO THE BEAUFORT COUNTY ZONING AND DEVELOPMENT STANDARDS ORDINANCE,
APPENDIX J (DALE COMMUNITY PRESERVATION/CP), DIVISION 2 (DALE MIXED USE DISTRICT), SECTION 2.7
ADDITIONAL DEVELOPMENT STANDARDS—PLACEMENT (EXEMPTS COMMERCIAL DAYCARE CENTERS FROM
SIZE REQUIREMENT IN DALE CP MIXED USE DISTRICT)

'he Chairman opened a public hearing at 6:45 p.m. for the purpose of receiving information from the public regarding text
imendments  to theBeaufort County Zoning and Development Standards Ordinance, Appendix J (Dale Community
’reservation/CP), Division 2 (Dale Mixed Use District), Section 2.7 Additional Development Standards—Placement (exempts
ommercial daycare centers from size requirement in Dale CP Mixed Use District). After calling three times for public comment and

1ttp://library2.municode.com/minutes/DocView/30071/1/224/241 2/28/2009



Page l4 o1 14

MDUSUOL &, LUVO

$50.000. The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr.
Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr. W.R. Von Harten. The motion passed .

The Vice Chairman returned the gavel to the Chairman in order to continue the meeting.

PUBLIC COMMENT

There were no requests to speaking during public comment.

Council adjourned at 8:02 p.m.
COUNTY COUNCIL OF BEAUFORT COUNTY

By:

Wm. Weston J. Newton, Chairman

ATTEST:

Suzanne M. Rainey, Clerk to Council

Ratified: September 22, 2008
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September 8, 2008

Official Proceedings
County Council of Beaufort County

September 8, 2008

The electronic and print media were duly notified in

accordance with the State Freedom of Information Act

The regularly scheduled meeting of the County Council of Beaufort County was held at 4:00 p.m., Monday, September 8, 2008, in
Council Chambers of the Administration Building, 100 Ribaut Road, Beaufort, South Carolina.

Chairman Weston Newton, Vice Chairman W.R. “Skeet” Von Harten, and members Steven Baer, Rick Caporale, Gerald Dawson,
Herbert Glaze, William McBride, Stewart Rodman, D. Paul Sommerville, Gerald Stewart and Laura Von Harten.

PLEDGE OF ALLEGIANCE

The Chairman led those present in the Pledge of Allegiance to the Flag.

INVOCATION

Mr. William McBride gave the Invocation.

PUBLIC COMMENT

'he Chairman recognized Mrs. Valerie Truesdale, School District Superintendent, who thanked Mr. William Winn, Emergency
Mlanagement Director, and his team for their efforts in tracking Hurricane Hanna and keeping the community informed. She thanked
council for supporting and amending the School District FY 2009 budget appropriating not to exceed $1,737,974 of anticipated
rdditional revenue for the payoff of outstanding 8% bonded indebtedness.

Irs. Amanda O’Nan, Hilton Head High School principal, thanked Council for their financial support. This summer the Board of
~ducation funded and held a week long Summer Institute. Original projections were 200 teachers participating; however, 700
eachers attended this meeting.

r. Dan Durbin, Beaufort High School principal, thanked Council for their financial support. There is a huge demand for new
echnology within our schools today.

Ar. Ed Burnes, Battery Creek High School principal, commended Council for partnering with the School District to enhance the
chool system. Teachers visit their students’ home and talk with parents about their child’s strongest and weakest areas. He urged
~ouncil to continue funding programs for the School District in an effort to help children reach their highest expectations.

Ar. Patrick Getsinger, a Hilton Head Island resident, has worked with Mr. Jim Robinson, developer of Okatie Village. Okatie Village
epresents the latest concept in land development. This development will attract quality residents, quality businesses, and job
pportunities for the local community.
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Alliance. The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr.
Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr. W.R. Von Harten. The motion passed .

AN ORDINANCE AUTHORIZING A GENERAL OBLIGATION ANTICIPATION NOTE BORROWING OF AN AMOUNT NOT TO
EXCEED $48,755,000

It was moved by Mr. Rodman, as Finance Committee Chairman (no second required), that Council approve on third and final reading
an ordinance authorizing a general obligation anticipation note borrowing of an amount not to exceed $48,755,000. The vote was:
FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart, Ms. L.
Von Harten and Mr. W.R. Von Harten. The motion passed .

MOTION TO EXTEND

it was moved by Mr. McBride, seconded by Mr. Baer, that Council extend its meeting beyond 8:00 p.m. The vote was: FOR — Mr.
Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart, Ms. L. Von
Harten and Mr. W.R. Von Harten. The motion passed .

AN ORDINANCE TO REDUCE THE ASSESSMENT RATIO ON BOATS (FROM 10.5% TO 6%)

It was moved by Mr. Rodman, as Finance Committee Chairman (no second required), that Council approve on first reading, by tifle
only, an ordinance to reduce the assessment ratio on boats (from 10.5% to 6%). The vote was: FOR — Mr. Baer, Mr. Caporale, Mr.
Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr. W.R. Von Harten. OPPOSED - Mr. Dawson, Mr.
Glaze and Mr. McBride. The motion passed .

PUBLIC HEARINGS

AN ORDINANCE TO AMEND THE BEAUFORT COUNTY SCHOOL DISTRICT 2008 / 2009 BUDGET

Mr. Rodman, as Finance Committee Chairman, recapped the process Council has been through with the Board of Education in
terms of approving their FY 2008 — 2009 budget. The 2008 beginning fund balance was $13.3 million, revenues anticipated for the
year ended June 30, 2008 were $161.3 million, expenditures anticipated for the year ended June 30, 2008 were $155.6 million (a
reduction from what the School District has anticipated in their budget), and that came down to an year ended June 30, 2008 fund
valance of $19 million. The District’s excepted 2009 revenues were $167.4 million and, Council appropriated expenditures were
$166.9 million. There are several components of this process: (i) The ATI component - The assessable transfers of interest (ATI)
unds would actually create some additional revenue. The District asked / identified $3,750,000 in ATI funds and asked if they couid
move that, along with approximately another $400,000 in excess of revenues over expenditures effective June 30, 2008, into the
jebt side of the budget. (ii) The TIF component — The tax increment financing (TIF) funds is a reduction of $500,000 the District has
o pay back to the TIF. (iii) The Tier Ill component — This issue relates to sales taxes. The District received additional
eimbursement from the Department of Education in the amount of $7.8 million in FY 2008 as well as $7.8 million in FY 2009. (iv)
I'he State of South Carolina budget component — The budget the state passed is an approximate 3% reduction. Some of that will
low through to the District. Council agrees with the District's assessment that it would be good to reserve an extra $1 million as a
ossible short fall. (v) The debt service revenues component — The District has realized a small pick up in the debt service revenue
ver what was estimated in the amount of $4 million.

'he Chairman opened a public hearing at 6:04 p.m. for the purpose of receiving information from the public regarding an ordinance
o amend the School District FY 2009 budget appropriating not to exceed $1,737,974 of anticipated additional revenue for the payoff
of outstanding 8% bonded indebtedness. After calling three times for public comment and receiving none, the Chairman declared
he hearing closed at 6:05 p.m.

Ir. Newton stated during the discussion regarding the excess funds coming from collections this fiscal year, other than the payment
o the 8% bonded indebtedness, the remaining excess collection, above and beyond that was identified by the Board of Education
ieeded to run schools next year, would go into the fund balance.

Ar. Rodman replied in the affirmative based upon definition.
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Mr. Newton remarked there has been much discussion about what this issue is all about, why there is $6 million to $8 million being
collected, and what is going to happen to it.

Mr. Rodman responded the money will reside in the fund balance. If, and when it is collected, that would certainly leave the
possibility, during the year, if the Board of Education felt that there was need or it was desirable to pay down some additional debt,
Council could always consider that during the year. Or if they had some other strategic initiative that they thought they wanted to
undertake to spend that money, they could certainly come back to Council and ask to adjust the appropriation.

It was moved by Mr. Rodman, seconded by Mr. Baer, that Council approve on third and final reading an ordinance to amend the
School District FY 2009 budget appropriating not to exceed $1,737.974 of anticipated additional revenue for the payoff of outstanding
8% bonded indebtedness. The vote was: FOR - Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr.
Rodman, Mr. Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr. W.R. Von Harten. The motion passed .

The Chairman passed the gavel to the Vice Chairman in order to receive committee reports.

COMMITTEE REPORTS

The Vice Chairman announced there were no committee reports.

The Vice Chairman passed the gavel back to the Chairman in order to continue the meeting.

PUBLIC COMMENT

There were no requests to speaking during public comment.

CALL FOR EXECUTIVE SESSION

It was moved by Mr. Stewart, seconded by Mr. Baer, that Council go immediately into executive session for the purpose of receiving
egal advice relating to pending and potential claims covered by the attorney-client privilege. The vote was: FOR — Mr. Baer, Mr.
Caporale, Mr. Dawson, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr.
N.R. Von Harten. The motion passed .

EXECUTIVE SESSION

Council adjourned at 8:45 p.m.
COUNTY COUNCIL OF BEAUFORT COUNTY

By:

Wm. Weston J. Newton, Chairman

\TTEST:

>uzanne M. Rainey, Clerk to Council
atified: October 13, 2008

ittp://library2.municode.com/minutes/DocView/30071/1/224/242 2/28/2009



- SUMMARY
NGTHEE=-OF
SALE

$48.755,000" GENERAL
OBLIGATION BOND
ANTICIPATION NOTES,
SERIES 2009
BEAUFORT COUNTY,
SOUTH CAROLINA
Proposals by hand deliv-
ery, facsimile or electron-
ic bid will be received by
the Courty Administrator
of . Beaufort County,

South Carolina  (the,

"County”) pursuant to the
Official Notice of Sale.
Sale Date:  Tuesday,
© February 24, 2009
Sale Time: 11:00 am,
South Carolina time- -
Notes Dated: March 10,
2009
Maturity: March 10,
2010
Redemplion Provisions!
The ‘Notes will not be
subject to redemplion
as stated therein.
Book-Entry-Only:  The
Notes will be .book-
entry-onty. .
tegal Opinion:  McNair
Law Firm, PA.,-Colum-
" bla, South Carolina
The . Notes will - be
issued in.book-entry-only
form as a single note,” A
copy of the Preliminary
Cfticial -Statement - in
deemed linal
the Citic
arg: available
internet at
hip Mwww rsamuni.com.
For additional. informa-
tion, please contact .the
"Tounty's Bond Counsel,
Francenia = B.  Heizer,
Esquire, McNaib - Law
Firm, P.A,, - telephone
(803) 793-5B0C; - e-mail;
Theizer @menair.net. - -or
the - County's financial
advisor, Brian:  Nurick,
Ross, Sinclalre & Assaéi-
ates, LLC, telephone
(800) 255-0785; " e-mail:
bhurick @fsamuni.com,
"Preliminary, subject to
change. S

.. B04T

THE STATE-RECORD CO., INC.
Columbia, South Carolina
publisher of

TheH

STATE OF SOUTH CAROLINA
COUNTY OF RICHLAND

Personally appeared before me, Brian Nalepa, Advertising Operations
Manager of THE STATE, and makes oath that the advertisement,

. Summary Notice of Sale $48,755,000 General Obligation Bond Anticipation Notes,

‘Series 2009 Beaufort County, SC

.was inserted in THE STATE, a daily newspaper of general circulation for the State
of South Carolina published in the City of Columbia, State and County aforesaid,
in the issues of

February 17, 2009

Subscribed and sworn to before me

on this day February 23, 2009

/Q////J/&év/ /: A@W/ Notary Public
A

My commission expires

March 10, 2013 “Errors- the liability of the publisher on account of errors in
or omissions from any adverfisement will in no way exceed
the amount of the charge for the space occupied by the item in

error, and then only for the first incorrect insertion.”



Under ne eircumstances shall this

This Prefiminary Official Statement and the information contained herein are subject to completion or amendment.

Preliminary Official Statement constitute an offer to sell or the selicitation of an offer to buy, ner shall there be any sales of these Bonds in any jurisdiction in

which such offer, solicitation or sale would be unlawful prior te registration or qualification under the laws the laws of any such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED FEBRUARY 17, 2009

b

RATINGS:
Moody’s Investors Service: “MIG 17
Standard & Poor’s: “SP-1+"
(See “RATINGS” herein)
NEW ISSUE - BOOK-ENTRY-ONLY

Assuming the County’s continued compliance with certain covenants, in the opinion of Bond Counsel, interest on the Bonds is
excludable from gross income for federal income tax purposes under existing statutes, regulations and court decisions. Interest on the
Bonds is not an item of tax preference for purposes of an individual’s alternative minimum tax. Under the present laws of the State of
South Carolina, the Bonds and the interest thereon will be exempt from all South Carolina income taxation except estate or other transfer
taxes and certain franchise taxes. Such opinion is subject to certain limitations and conditions described in the Section of this Official
Statement entitled “TAX EXEMPTION AND OTHER TAX MATTERS.”

$48,755,000 GENERAL OBLIGATION BOND ANTICIPATION NOTES, SERIES 2009
BEAUFORT COUNTY, SOUTH CAROLINA

Dated: March 10, 2009 Due: March 10, 2010

The General Obligation Bond Anticipation Notes, Series 2009 (the “Notes™) are issued in anticipation of the
issuance of general obligation bonds. The Notes will be general obligation debt of Beaufort County, South Carolina (the
“County”), and as such the full faith, credit, resources and taxing power of the County will be irrevocably pledged for the
payment thereof. See “THE NOTES-Security” herein.

The Notes will be issued initially as a single fully registered note in book-entry only form and when issued will be
registered to Cede & Co., as nominee for the Depository Trust Company, New York (“DTC”), to which principal and
interest payments on the Notes will be made. Individual purchases of Notes will be made in book-entry form only, in the
principal amounts of $100,000 or any integral multiple thereof. So long as Cede & Co., as nominee of DTC, is the
registered owner of the Notes, references herein to the holders of the Notes or registered owners of the Notes shall mean
Cede & Co. and shall not mean the beneficial owners of the Notes. So long as Cede & Co. is the registered owner of the
Notes, the principal and interest on the Notes are payable to Cede & Co. as nominee for DTC, which in turn will remit such
principal and interest to the DTC Participants (as defined herein) for subsequent disbursements to the beneficial owners of
the Notes. See “THE NOTES” — Book-Entry Only System.” will serve as Registrar/Paying Agent
for the Notes.

The Notes will be dated March 10, 2009. Interest will be calculated on the basis of a 30-day month, 360-day year.
The Notes will are not subject to redemption prior to their stated maturity as described herein.

CUSIP  Principal Interest
Maturity No. Amount* Rate Yield
March 10, 2010

Bids will be received until 11:00 a.m., South Carolina time, Tuesday, February 24, 2009, in the office of the County
Administrator located at 100 Ribaut Road, Room 156, Beaufort, South Carolina. The Notes are offered when, as and if
issued and subject to the approving opinion as to legality of McNair Law Firm, P.A., Columbia, South Carolina. It is
expected that the Notes in definitive form will be available for delivery on or about March 10, 2009.

This cover page contains certain information for quick reference only. It is net a summary of this issue. Investors
must read the entire official statement to obtain information essential to the making of an informed decision. The County
deems the Preliminary Official Statement to be final as of its date for purposes of S.E.C. Rule 15¢2-12, except information
which may be omitted therefrom pursuant to Rule 15¢2-12.

Dated: _,2009.



COUNTY COUNCIL
OF BEAUFORT COUNTY, SOUTH CAROLINA

Wm. Weston J. Newton, Chairman
Paul Sommerville, Vice Chairman
Steven Baer
Rick Caporale
Gerald Dawson
Brian E. Flewelling
Herbert N. Glaze
William L. McBride
Stewart H. Rodman
Jerry Stewart
Laura Von Harten

Gary Kubic
County Administrator

David Starkey
Chief Financial Officer

Bond Counsel

McNair Law Firm, P.A.
Columbia, South Carolina

Financial Advisor

Ross, Sinclaire & Associates, LLC
Columbia, South Carolina



TABLE OF CONTENTS

INTRODUCTION 1
THE NOTES 1
IDESCRIPTION ..vvveveisetetseseaseseseassseeasseeeseasaeea e sacsessasasteeemeacs st e s b e Seseh e £Ee 84445 £ L e L0 c0 e ce s ne s st em s eh e s bbbt 1
REDEMPTION PROVISIONS ... ..v.vovscoesemceetnsaseneamesscasessssesseosesssasnsasssasssssssaes s e sescaebe bt eus i s sass st s s ebsr s aas s s s 1

BOOK-ENTRY=ONLY SYSTEM .. .eeeeieteeieeeeiteeeouseesmessmesssaasssasssesearaseasesconnesessnssamssesasramaimasonsstssatmesassassosinsiosssssiorssisanss 1
PURPOSES. .o ee oo oot ee e e e e et e te ez e s s e eseeeeesneaseassaasasseesssassaes e smsesomrem e easeans e e an s es s s aRs S et ba s e SRt £ et e ek et e s bt et e e e e e e rn e e ne s 3
SECURITY « oot e e e e e e e+ ee e eeem et ee e et eaeeees s aaneasssasssssersansnee e easeasaneabe st esseaa s e besassamsr e s s an s e eeess s e eanae e s r e e e st et van

THE COUNTY aoriererrcenisseraessasssesssmassssissonsssssassssmstsssssncatatassssssstassssassssesassssrsssssssssssstasssetssssssnsssssssssassestssssensesssssareses S

GENERAL DESCRIPTION
FORM OF GOVERNMENT
COUNTY EMPLOYEES <o iiteiieeeeeeievree et eaenesnneseeneneseaneesenecesans
SERVICES PROVIDED ..civiiiiiivrieeeeieeeeeeeveeasneeeeieesesreseaeneeaans
SERVICES PROVIDED BY OTHER GOVERNMENTAL ENTITIES
FRINGE BENEFITS, RETIREMENT, AND HEALTH INSURANCE
LIABILITY INSURANCE
SCHOOL DISTRICT ..vvveeevnreraeeeceeenee .

DEBT STRUCTURE 8

LEGAL DEBT LIMIT OF THE COUNTY
QUTSTANDING INDEBTEDNESS...........
OTHER FINANCIAL OBLIGATIONS .eeeeeieiireraceoasesseeeessssssesarsnessasssssssessssesmsasseseeasseessrasreasssnmstessssrmssesresorsnnnsasssssnneesasse
COMPOSITE DI EBT SERVICE .ot eeeeeeeeeeseseeecesiessaastsesaatusressasssassaesseeaasnseaseeaataeeessetasanantessnssasssseasanssneaearnasanaesssnsesssnen
GENERAL OBLIGATION DEBT ON A PER-CAPITA BASIS.
ANTICIPATED CAPITAL NEEDS ....oieoreeeeeeeeeeereseeenieeene
LEGAL DEBT LIMIT OF INCORPORATED MUNICIPALITIES AND SPECIAL PURPOSE DISTRICTS ..c.ccuvvenmemeniammcairnnee. 11
LEGAL DEBT LIMIT OF SCHOOL DISTRICTS
OVERLAPPING DEBT ceviiiiiiiciieeieiteeeestr e seieeanreevsevesnesensaessessone .

MISCELLANEOUS DEBT INFORMATION . ....oveoeiiieiieieeeeveasiaeeasaesasssasssananssarasseosssenneeasmesonseeasnssssatessssesssatssssensassses sossens

CERTAIN FISCAL MATTERS 13

PROPERTY ASSESSMENT RATES ... cveivtieeteseeecvtesrasteeassonsresmasssasstasesansseseorasessesssissssseeesasarsinssrassessssissssstessssassssascssssses
STATE TAX REFORM ......cconene. e e ereaetensneeraes
HOMESTEAD EXEMPTIONS -- PROPERTY TAX RELIEF ...
PAYMENTS IN LIEU OF TAXES ..ot teceeieeeteeieeeeieesteaeessseseseseseesnsasssaessssasassasnseessecabransescosaesassesiasnnssassosssssneassarssssssinsons
ASSESSED VALUE OF TAXABLE PROPERTY IN THE COUNTY ..ieeiieirmtiirreesscesseereesamesesessiosassnsssessnescesrnseassassssnsmnss
ESTIMATED TRUE VALUE OF ALL TAXABLE PROPERTY IN THE COUNTY ....
EXEMPT MANUFACTURING PROPERTY IN THE COUNTY ..ooviiieriereermrensrrestesemseraoestesseesnessanesses saacasaesonssnsessnsnusasosns
TAXRATES 1ottt e e e a s s s e ssae e eeaeaeaane

TAX COLLECTION PROCEDURE ....ccceovevemieernrraane

TAX COLLECTIONS FOR LAST FIVE YEARS
TEN LARGEST TAXPAYERS ...ooccivereanerneecennnee

VEHICLE LICENSE FEES. .. oo ieieeeteeeeeeeeeieee e e e tee st e sessasssasassseasssaansesassasassseeaeeesreesosasansstonsassomstessnanmeraneeessassisesssistessts 20
COUNTY INVESTMENT POLICY ¢ oot eeee et e e et e eveeeasssassssaamnseasssaaseatesseameeaasseaneae s et e enatraseesaamerassansamnecaneos 20

FINANCIAL AND TAX INFORMATION 22

FIVE YEAR SUMMARY OF GENERAL FUND OPERATIONS. ... itveveereeeresiecerssessssassrsnsessesseseesssasessassssssesssessessansesssessasse 22
FINANCIAL STATEMENTS .otiiiitteieererteeeeeeerntnsesasstassessessisseraasssessasmseteassnnsssasamsesssstaree imsarsaos st esessessaiussessaraassesessansiossan 23
BUDGET PROCEDURE ...ttt eeeeee e e st s e e eeeeeenesaasssassssssanse e sbats s aessmste st beeaen sessennmaaeeaesasanaaeeranamaeassansanecseansn 23
GENERAL FUND BUDGET FOR THE 2008-2009 FISCAL YEAR .eoveoveieeiirsiareseeiasessessaeareesesssessasssassesssessesseacenssonnenes 24




ECONOMIC AND DEMOGRAPHIC INFORMATION 24

LOCATION AND HISTORY .....cvveeneenn ettt e etaats et et aate it aeneensnrneetanrens 24
COMMERCE AND DEVELOPMENT ..oireititeeeeieiitieessesussmaeasssetceanasaaaaa st eeessmaeasssuseeaaseimnenesesmnnssaesssnsnesesonnns .24
AGRICULTURE AND FORESTRY ..eeeivtiettreeerieeaeteeeassnseeeseeaasesesssmessssnssesneeancsaeeseennsasanses .25
POPULATION GROWTH .ot oeeeieie e ieerreeeeieteeaasaeaaeeseeesetaesseasstsessassnaaesassaeesenmanssasssaesanmnnnee .25
PER CAPITA PERSONAL INCOME ..oiieeeiitiieeeei e eeieese et e sntaaasse e eesnmaeesensaeeeeeeen e ...26
MEDIAN FAMILY INCOME ...oouieioeiiieeerieereeetneeteessestsessesssasssasssasasessassaessessessmersmesneeenses 27
MEDIAN AGE AND EDUCATION LEVELS ..o vcitiiierecetveossonsresssssrsasasissssesssssssesseasssssssasermtesoneaanesecesestemseesoesrsasesssossesnes 27
CONSTRUCTION ACTIVITY «ovnveetieeiaeetneerasessassssenssressaassassassssamsssseassasssssesssseascessnessssasersstentasomessseesstsmmesaseosasassssrssesans 27

RETAIL SALES 1ot eteteeteee s eeteeeeeeeeeeaaaeraeassseasassaasnneesesssassssasssmaasssaassansssesmsansneeernsensnsseans .28
CAPITAL INVESTMENT -ttt et e e e et oo e e e e e teeee e e easae e s es e sneanseeensesamnsaassnsestsenasesaassseassaesssseaaneeeansnaennsaesaseasaseeranneann 28
MAJOR MANUFACTURING ESTABLISHMENTS ...ttt iteitreeeesraeueesseatesesssessssssssneessssasnssanssnseeasssasessanssssesnsserasessasesenns 28

LARGEST NONINDUSTRIAL EMPLOYERS ..ottt screiererceesaeesse e seresssaaecaenenas .29

T OURISM ..ot veeeeeeeeeeeeeeeeues e e eesmssssaasssseseesesssaseessanaaseessnneesesnsaneansasaasssnseeeanssss e aassassssessnsema e aassneeesasssbneenantssaeenanns
TUNEMPLOYMENT e et e et eeeaetesssaesreeeaeasasestossaaasttaaasssssaasnsnssssasasesassssnaaanneesesassssasessnseseaesensesseeaaansesaeanonaereseonsnnee
LABOR FORCE ..ottt eete e e e eaeesaeeaeae e e et amasneaeanssasaeeeraeasaeersanennearansaeas
FACILITIES LOCATED WITHIN OR SERVING THE COUNTY oiietiiiiiiitiieeisie e e eiiteeieanraeeesseeaseseeeneeesasaneaaaassnneesaseonmenns
FINANCIAL INSTITUTIONS .eoetteoeiuteecsersrensasaesseeeesmasanssasesasstasasssssssamssssassssessesnssssaesnnnssesssseeessemmmssaseesonmsesssssastessesssnsaees 33
TAX EXEMPTION AND OTHER TAX MATTERS 33
OPINION OF BOND COUNSEL ..ottt ettt eeeeeeieeeeeeaeeassseessaeesaasssseanseanseesssaesassessssasassesasseesnseseestssesaneemnumanssasonensesnosease
INTERNAL REVENUE CODE OF 1986....
SOUTH CAROLINA TAXATION ...ooeeieosteieeeeetesesiessneesraissseesasnssasesssssssassassssasssssassssnsssssnsatessasnseeessamamensasesseneosnsasseesacen
LEGAL MATTERS 34
OPINIONS .ot eerteeeteeetvesesestssssssssasssesstassssnsasnsansssessransesnsasssnsanssaraneses
LITIGATION .
UNITED STATES BANKRUPTCY CODE . ..oitittiiieee it e ceteeeeuteearsaasssassessssasssessassseassasassessssassssesssstsassasvsnseresnsaoasneosoneeras 34
RATINGS 35
UNDERWRITING 35
CERTIFICATE CONCERNING THE OFFICIAL STATEMENT 35
FINANCIAL ADVISOR 36
CONTINUING DISCLOSURE UNDERTAKING 36
MISCELLANEOUS 36

APPENDIX A - Financial Statements of the County for the Fiscal Year Ended June 30, 2008
APPENDIX B - Form of Legal Opinion
APPENDIX C - Form of Disclosure Dissemination Agent Agreement

i



INTRODUCTION

This Official Statement is provided for the purpose of furnishing certain information in
connection with the public invitation for bids for the purchase of $48,755,000 General Obligation Bond
Anticipation Notes, Series 2009 (the “Notes”) of Beaufort County, South Carolina (the “County”). This
Official Statement has been prepared under the supervision of David Starkey, Chief Financial Officer.
The information furnished herein includes a description of the Notes, the County and its indebtedness, tax
information, economic data, financial information and other matters. Also included are certain
information and data pertaining to the County and the State of South Carolina (the “State”).

THE NOTES
Description

The Notes will be general obligation notes of the County; will be issued initially as a single fully
registered note in book-entry only form and when issued will be registered to Cede & Co., as nominee for
DTC. Purchases of beneficial interest in the Notes will be made in book-entry form only, in the
denomination of $100,000 or any integral multiple thereof. The Notes will be dated March 10, 2009, the
expected date of delivery, and will mature on March 10, 2010. Interest shall be calculated on a 360-day
year, 30-day month basis.

Redemption Provisions
The Notes shall not be subject to redemption prior to maturity.
Book-Entry-Only System

Beneficial ownership interests in the Notes will be available only in book-entry form. Beneficial
owners of the Notes (“Beneficial Owners”) will not receive physical Notes certificates representing their
interests in the Notes purchased. So long as DTC or its nominee is the registered owner of the Notes,
references in this Official Statement to the Holders of the Notes shall mean DTC or its nominee and shall
not mean the Beneficial Owners. Unless and until the book-entry only system has been discontinued, the
Notes will be available only in book-entry form in principal amounts of $100,000 or any integral multiple
thereof.

THE FOLLOWING DESCRIPTION OF DTC, ITS PROCEDURES AND RECORD KEEPING
ON BENEFICIAL OWNERSHIP INTERESTS IN THE NOTES, PAYMENT OF INTEREST AND
OTHER PAYMENTS ON THE NOTES TO DTC PARTICIPANTS (AS DEFINED HEREIN) OR TO
BENEFICIAL OWNERS, CONFIRMATION AND TRANSFER OF BENEFICIAL OWNERSHIP
INTERESTS IN THE NOTES AND OF OTHER TRANSACTIONS BY AND BETWEEN DTC, DTC
PARTICIPANTS AND BENEFICIAL OWNERS IS BASED ON INFORMATION FURNISHED BY
DTC.

Depository Trust Company. The Depository Trust Company (“DTC”), New York, New York
will act as securities depository for the Notes. The Notes will be issued as fully-registered notes
registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be
requested by an authorized representative of DTC. One fully-registered Note certificate will be issued for
the Notes, in the aggregate principal amount of the Notes, and will be deposited with DTC.

DTC Participants and Indirect Participants. DTC, the world’s largest depository, is a limited-
purpose trust company organized under the New York Banking Law, a “banking organization” within the
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meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing
corporation” within the meaning of the New York Uniform Commercial Code and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended.
DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments from over 100 countries that DTC’s
participants (“Direct Participants™) deposit with DTC. DTC also facilitates the post-trade settlement
among Direct Participants of sales and other securities transactions in deposited securities through
electronic computerized book-entry transfers and pledges between Direct Participants’ accounts. This
eliminates the need for physical movement of certificated Notes. Direct Participants include both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations and certain
other organizations. DTC is a wholly owned subsidiary of The Depository Trust & Clearing Corporation
(“DTCC”). DTCC, in turn, is owned by a number of Direct Participants of DTC and Members of the
National Securities Clearing Corporation, Fixed Income Clearing Corporation and Emerging Markets
Clearing Corporation (NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies and clearing corporations that clear through or
maintain a custodial relationship with a Direct Participant, either directly or indirectly (the “Indirect
Participants”). DTC has Standard & Poor’s highest rating: AAA.  The DTC Rules applicable to its
Participants are on file with the Securities and Exchange Commission. More information about DTC can
be found at www.dtce.com and www.dtc.org.

Beneficial Owners. Purchases of Notes under the DTC system must be made by or through
Direct Participants, which will receive a credit for the Notes on DTC’s records. The ownership interest of
each actual purchaser of each Note (“Beneficial Owner™) is in turn to be recorded on the Direct and
Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchases. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Notes are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in Notes, except in the event that the use of the book-entry only system for the Notes is
discontinued.

Transfers and Exchanges. To facilitate subsequent transfers, all Notes deposited by Direct
Participants with DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such
other name as may be requested by an authorized representative of DTC. The deposit of Notes with DTC
and their registration in the name of Cede & Co., or such other nominee do not effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Notes. DTC’s
records reflect only the identity of the Direct Participants to whose accounts such Notes are credited,
which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain
responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants; by Direct
Participants to Indirect Participants; and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Notes may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the Notes, such
as redemptions, tenders, defaults, and proposed amendments to the Ordinance. For example, Beneficial
Owners of Notes may wish to ascertain that the nominee holding the Notes for their benefit has agreed to
obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to
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provide their names and addresses to the Registrar and request that copies of notices be provided directly
to them.

Notices; Redemption. Redemption notices shall be sent to DTC. If less than all of the Notes are
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in the Notes to be redeemed.

Consents and Voting. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent
or vote with respect to the Notes unless authorized by a Direct Participant in accordance with DTC’s
procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the Registrar, as soon as
possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to
those Direct Participants to whose accounts the Notes are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

Principal and Interest Payments. Redemption proceeds, distributions and dividend payments on
the Notes will be made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of
funds and corresponding detail information from the Registrar and Paying Agent, on the payable date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the case with
securities held for the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC, Agent, the Registrar or the County subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of principal,
redemption premium, if any, and interest to Cede & Co. (or such other nominee as may be requested by
an authorized representative of DTC) is the responsibility of the County or the Paying Agent, and
disbursement of such payments to the Direct Participants will be the respounsibility of DTC, and
disbursements of such payments to Beneficial Owners will be the responsibility of the Direct and Indirect
Participants. THE COUNTY CAN GIVE NO ASSURANCE THAT DIRECT AND INDIRECT
PARTICIPANTS WILL PROMPTLY TRANSFER PAYMENTS TO BENEFICIAL OWNERS.

DTC may discontinue providing its service as depository for the Notes at any time by giving
reasonable notice to the Registrar or the County. Under such circumstances, in the event that a successor
depository is not obtained, Notes are required to be printed and delivered.

The County may decide to discontinue use of the system of book-entry-only transfers through
DTC (or a successor securities depository). In that event, Notes will be printed and delivered to DTC.

The foregoing information in this section concerning DTC and DTC'’s book-entry-only system has
been obtained from sources the County believes to be reliable, but the County takes no responsibility for
the accuracy thereof.

Purposes

Ordinance No. 2008/34 adopted by the County on September 8, 2008 (the “Ordinance”), provides
that the proceeds of the Notes will be used for the purposes of: (i) defraying the costs of: the County Rural
and Critical Land Preservation Program by purchasing open land, development rights and conversation
easements in all areas of the County; and (ii) paying the costs of issuance of the Notes in anticipation of
the issuance of general obligation bonds of the County and the receipt of the proceeds thereof.



Security

For the payment of the principal and interest on the Notes as they respectively mature and for the
creation of such sinking fund as may be necessary therefor, the full faith, credit and taxing power of the
County are irrevocably pledged and there shall be levied annually by the County auditor and collected by
the County treasurer in the same manner as other County taxes are levied and collected, as tax, without
limit, on all taxable property in the County sufficient to pay the principal and interest of the Notes as they
respectively mature and to create such sinking fund as may be necessary therefor.

In addition, Article X of the Constitution of the State of South Carolina, 1895, as amended,
provides:

If at any time any political subdivision shall fail to effect the punctual payment of the
principal of or interest on its general obligation debt, then, in such instance, the State
Treasurer shall withhold from such political subdivision sufficient moneys from any state
appropriation to which such political subdivision may be entitled and apply so much as
shall be necessary to the payment of the principal and interest on the indebtedness of the
political subdivision then due.

The following table shows the amount of such State appropriations subject to being withheld
under the foregoing provisions of Article X received by the County for the last five fiscal years for which
information is available and the amount the County projects to receive in the current fiscal year:

Fiscal Year Amount
Ended June 30 Received
2004 $5,376,815
2005 5,546,441
2006 5,697,599
2007 6,267,441
2008 6,970,132
2009* 7,200,000
*Projected
Authorization

The Notes will be issued pursuant to and in accordance with the Constitution and laws of the
State, including Article X, Section 14 of the Constitution of the State of South Carolina, 1895, as
amended; Title 4, Chapter 15 and Title 11, Chapters 17 and 27, Code of Laws of South Carolina 1976, as
amended; the favorable results of a referendum; and the Ordinance duly adopted by County Council.

Initiative and Referendum

Section 4-9-1220, Code of Laws of the State of South Carolina 1976, as amended (the "Code™)
provides that within 60 days after the enactment of any ordinance authorizing the issuance of bonds, the
repayment of which requires a pledge of the full faith and credit of a county, a petition signed by 15% of the
qualified electors of the county may be filed requesting that any such ordinance be repealed. If such
ordinance is not repealed, the question of repeal of the ordinance must be submitted to the electors within one
year.



A county, under Section 11-27-40 of the Code, may publish a notice in a newspaper of general
circulation in the county of the adoption of an ordinance authorizing general obligation bonds. In the event
such a notice is published, the above initiative and referendum provisions would not be applicable unless a
notice, signed by not less than five qualified electors, of the intention to seed a referendum, were to be filed
with the clerk of court of the county and the clerk of the county council within 20 days following such
publication.

The Ordinance authorizing the Notes was enacted on September 8, 2008. No notice of intention to
seek a referendum within the 60-day period was filed.

Defeasance

The obligations of the County under the Ordinance and the pledges, covenants and agreements of
the County therein made or provided for, shall be fully discharged and satisfied as to any portion of the
Notes, and such Note or Notes shall no longer be deemed to be outstanding when:

(a) such Note or Notes shall have been purchased by the County and surrendered to the County
for cancellation or otherwise surrendered to the County or the Paying Agent and is canceled or subject to
cancellation by the County or the Paying Agent; or

(b) payment of the principal of and interest on such Notes either (i) shall have been made or
caused to be made in accordance with the terms thereof, or (ii) shall have been provided for by
irrevocably depositing with the Paying Agent in trust and irrevocably set aside exclusively for such
payment (1) moneys sufficient to make such payment, or (2) Government Obligations (as defined below)
maturing as to principal and interest in such amounts and at such times as will ensure the availability of
sufficient moneys to make such payment and all necessary and proper fees, compensation and expenses of
the Paying Agent. At such time as the Notes shall no longer be deemed to be outstanding thereunder, such
Notes shall cease to draw interest from the due date thereof and, except for the purposes of any such
payment from such moneys or Government Obligations as set forth in (ii) above, shall no longer be
secured by or entitled to the benefits of the Ordinance.

“Government Obligations” means any of the following:
(a) non-callable direct obligations of the United States of America or agencies thereof or
obligations, the payment of principal or interest on which, in the opinion of the Attorney General of the

United States, is fully and unconditionally guaranteed by the United States of America; and

(b) non-callable, U.S. Treasury Securities - State and Local Government Series (“SLGS”).

THE COUNTY
General Description

The County is located in the southeastern corner of the State of South Carolina, known as the
“Lowcountry.” With a land arca of approximately 637 square miles, it is bordered to the south and east by
the Atlantic Ocean, to the west by Jasper County, and to the north by Hampton County and Colleton
County. The County stretches nearly 30 miles along the Atlantic Ocean and includes 64 major islands
and hundreds of small islands.



Form of Government

The County operates under the Council-Administrator form of government in accordance with
Title 4, Chapter 9 of the Code of Laws of South Carolina, 1976, as amended (the “Home Rule Act”). The
County Council consists of 11 members who are elected in each general election from single member
districts for four year terms beginning on January 1 of the year of their election. Beginning in 1994, five
members are elected in presidential election years and six members are elected in other general election
years. The council elects a Chairman at its first meeting in January following the general election. The
members of the County Council, their occupations, the districts they represent and the years in which their
present terms expire are as follows:

Name Occupation District Term Ends
Wm. Weston J. Newton, Chairman Attorney Bluffton/ Daufuskie Island #4 12/2010
Paul Sommerville, Vice Chairman Management Consultant  Lady’s Island/Beaufort #7 12/2010
Steven Baer Electrical Engineer Hilton Head #2 12/2010
Rick Caporale Telecommunications Hilton Head Island #1 12/2010
Consultant
Gerald Dawson Minister Sheldon/Dale/Lobeco #6 12/2012
Brian E. Flewelling Title Abstractor Burton #9 12/2012
Herbert N. Glaze Public Educator Burton #8 12/2012
William L. McBride Retired Public Educator  St. Helena Island #5 12/2012
Stewart H. Rodman Businessman Hilton Head #3 12/2010
Jerry Stewart Businessman Sun City #10 1272010
Laura Von Harten Marketing/Product Dev.  Beaufort/Port Royal #11 12/2010

In addition to the County Council, the County has six other elected officials who are responsible
for the duties specified in the legislation establishing their offices: Auditor, Coroner, Sheriff, Clerk of
Court, Probate Judge, and Treasurer.

County Employees

The County Council appoints a County Administrator who serves at the pleasure of County
Council and is responsible for County operations, subject to supervision of County Council. The County
Administrator has the responsibility for preparing the County’s annual budget for submission to County
Council prior to the beginning of each fiscal year. The County Administrator supervises the expenditure
of appropriated funds. Changes in the budget in the course of the fiscal year must be approved by County
Council. See “FINANCIAL AND TAX INFORMATION - Budget Procedure.”

Following are brief resumes of the County Administrator, the Chief Financial Officer, and the
Treasurer, who comprise the principal financial officials of the County.

Gary Kubic, County Administrator. Mr., Kubic, holds a Juris Doctor degree from the University
of Akron School of Law, and a Bachelor of Science degree in Business Administration from Ohio State
University. Prior to coming to work for the County, Mr. Kubic was Administrator of Mahoning County,
Ohio from 1993 to 2003. Prior to his tenure with Mahoning County, Mr. Kubic served the City of
Youngstown for 18 years, including 8 years as Finance Director. He was appointed County
Administrator in December 2003.



David Starkey, Chief Financial Officer. Mr. Starkey, a graduate of the University of South
Carolina and the University of Delaware, obtained his CPA certification in 2005. Prior to coming to work
for the County in November 2007, Mr. Starkey was an audit manager at ElliottDavis, LLC. He was
appointed to Chief Financial Officer in January 2009.

Joy Logan, Treasurer. Ms. Logan was elected and began serving her first term as County
Treasurer on January 2, 1991. Previous to serving as Treasurer, Ms. Logan was self-employed as an
investment advisor and accountant.

As of June 30, 2008, the County employed 1,209 full-time employees, consisting of:

Department Full Time
General Government 268
Public Safety 458
Public Works 125
Public Health 27
Public Welfare 122
Culture and Recreation 159
Enterprise Funds 50
Total 1,209

Services Provided

The County provides various local services which are funded primarily from the County’s ad
valorem tax levy as reflected in its annual budget for the fiscal year ended June 30, 2006; these services
include: administrative services; judicial services; law enforcement; public works, community and human
services; and other miscellaneous services. The County also collects fees and user charges to offset the
cost of providing certain of these services.

Services Provided by other Governmental Entities

The municipalities located within the County (including the City of Beaufort, the Town of Port
Royal, the Town of Bluffton, and the Town of Hilton Head Island) also provide many of the services
listed above and, in some cases, additional services not provided by the County. In addition, several
special purpose districts created by State legislation, some of which have taxing authority, provide certain
services with funds from taxes levied and collected on their behalf by the County. Water and sewer
services are provided by the Beaufort-Jasper Water and Sewer Authority and municipalities and other
public service districts within the County. Fire protection is provided by organized fire districts, public
service districts, voluntary fire fighting units and municipal fire departments.

County government does not control these separate bodies. Refuse collection is franchised to
private contractors. Household garbage transfer stations are provided at various locations throughout the
County.

Fringe Benefits, Retirement, and Health Iasurance
The County maintains an employee health insurance plan for all full-time County employees.

Premiums are paid to Blue Cross / Blue Shield for health insurance coverage and United Concordia for
dental coverage. The employees pay premiums for spouse and/or dependent coverage.



All full-time employees of the County are under the Retirement Plan established by the State of
South Carolina for county employees. The plan is funded on a matching basis, using an actuarial method,
by the employees and the County. The employees contribute 6.5% of their gross salary. The County’s
share is 10.3% of the total gross salaries of policemen and 9.06% of the total gross salaries of all other
employees. In the opinion of the independent actuary servicing all of the State’s pension plans, the plans
remain actuarially sound and the sufficiency of the retirement funds to provide benefits called for by the
plans may be safely anticipated.

The County provides all employees with worker’s compensation insurance through participation
in the South Carolina Association of Counties Self-Insurance Trust.

All employees must contribute 7.65% of their gross salaries for Social Security (FICA),
consisting of 6.2% for Old Age Survivor Insurance and 1.45% for Medicare, which contributions are
matched by the County.

Liability Insurance

Subject to specific immunity set forth in the South Carolina Tort Claims Act (the “Act”), local
governments including the County are liable for damages not to exceed $300,000 per incident/person and
$600,000 per occurrence/aggregate. No punitive or exemplary damages are permitted under the Act.
Insurance protection to units of local government is provided from either the South Carolina Insurance
Reserve Fund established by the State Budget and Control Board, private carriers, self-insurance or
pooled self-insurance funds. The County currently maintains liability insurance coverage with the South
Carolina Insurance Reserve Fund. In the opinion of the County’s Interim Administrator, the amount of
liability coverage maintained by the County is sufficient to provide protection against any loss arising
under the Act.

School District

The School District of Beaufort County (the “School District”) is coextensive with the County.
The School District, which was established by State legislation, provides certain services with funds from
taxes levied and collected for it by the County. The School District currently operates 16 elementary
schools, six middle schools, four senior high schools, one early childhood center, and one career
education center.

DEBT STRUCTURE
Legal Debt Limit of the County

Article X, Section 14 of the Constitution of the State of South Carolina, 1895, as amended (the
“Constitution”), provides that counties shall have the power to incur bonded indebtedness in such manner
and upon such terms and conditions as the General Assembly shall prescribe by general law. General
obligation debt may be incurred only for a public and corporate purpose in an amount not exceeding 8%
of the assessed value of all taxable property of such county without the necessity of holding a
referendum. General obligation debt authorized by a majority vote of the qualified electors of the County
voting in a referendum may be incurred without limitation as to amount. Title 4, Chapter 15 of the Code
provides that the governing bodies of the several counties of the State may issue general obligation bonds
to defray the cost of any authorized purpose and for any amount not exceeding its applicable
constitutional debt limit.



Under Article X, Section 14 of the Constitution, bonded indebtedness of the County existing on
November 30, 1977, and bonded indebtedness authorized by a majority vote of the qualified electors of
the County voting in a referendum is not considered in determining the County’s 8% debt limitation.

The County’s debt limitation is computed below:

Assessed Value (tax year 2007) $1,660,160,322
x8%

$ 132,812,826

$ 65385000

$ 67,427,826

Constitutional Debt Limit
Qutstanding Debt Subject to Limit
Legal Debt Limit Without a Referendum

$20,000,000 of the Notes will be issued pursuant to a Referendum held in the County on November 7, 2006; the
remaining amount of Notes issued (a2 maximum of $28,755,000) will count against the County’s constitutional debt
limit. Simultaneously with the issuance of the Notes, the County intends to issue its $5,000,000 General Obligation
Bonds, Series 2009A (the “2009A Bonds™), which will also count against its constitutional debt limit.

Outstanding Indebtedness

The following table sets forth the amount of general obligation indebtedness of the County
(including special assessment districts) at the end of each of the past five fiscal years:

Year Ended General Obligation
June 30 Indebtedness
2004 $ 86,000,000
2005 106,175,000
2006 100,645,000
2007 141,670,000
2008 177,515,000

Description of General Obligation Indebtedness by Issue

The following table gives specific information concerning all general obligation issues of the
County outstanding as of the date hereof.

Date of Interest Maturity Amount

Issue Rates Dates Outstanding
04-15-2001 4.25%-4.50% 02/01/2010-11 $ 4,410,000
03-01-2002 4.00%-5.00% 02/01/2010-22 15,380,000
06-15-2003" 2.25%-5.00% 02/01/2010-23 21,750,000
10-15-2004° 3.00%-5.00% 02/01/2010-25 29,900,000
11-02-2006 3.50%-8.00% 03/01/2009-26 16,650,000
11-30-2006 4.00%-5.00% 03/01/2009-26 29,500,000
10-03-2007° 4.00%-5.00% 03/01/2009-27 25,350,000
11-07-2007* 4.00%-5.00% 02/01/2010-20 17,295,000
Total $160,235,000

U'$11,750,000 is included in 8% debt limit -
2.$9.900,000 is included in 8% debt limit

* Debt approved by referendum
4$7.295.000 is included in 8% debt limit



Other Financial Obligations

The County has one outstanding equipment lease. The ten-year contract with Motorola requires
payments of $40,000 per year from 2004 to 2014. The balance as of June 30, 2008 is $210,091.

Composite Debt Service
The following table sets forth the debt service requirements for the County’s outstanding bonds

and the projected debt service on the 2009A Bonds with interest on the 2009A Bonds computed at a
projected net interest cost of 2.123%.

Projected
Fiscal Year Principal and Interest  Principal and Interest Total Debt
Ending June 30 on Outstanding Bonds  on Proposed Bonds Service
2009 $12,874,979 $ 50316 $ 12,925,295
2010 13,255,504 1,719,628 14,975,132
2011 13,460,506 1,720,845 15,181,351
2012 12,243,606 1,724,181 13,967,787
2013 12,632,375 - 12,632,375
2014 12,841,438 - 12,841,438
2015 13,341,231 - 13,341,231
2016 13,488,794 - 13,488,794
2017 13,811,069 - 13,811,069
2018 13,811,238 - 13,811,238
2019 14,320,363 - 14,320,363
2020 14,830,100 - 14,830,100
2021 12,991,325 - 12,991,325
2022 14,510,238 - 14,510,238
2023 14,006,750 - 14,006,750
2024 13,233,875 - 13,233,875
2025 9,927,313 - 9,927,313
2026 6,709,813 - 6,709,813
2027 2,508,000 __ - 2,508,000
Total: $234,798,517 $5,214,970 $240,013,487
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General Obligation Debt on a Per-Capita Basis
The following table sets forth the amount of general obligation indebtedness and capital lease
obligations of the County for each of the past five fiscal years expressed per capita and as a percent of

assessed property value:

General Obligation and

Year Ended Lease Purchase County Debt % of Assessed
June 30 Indebtedness Per Capita' Value
2004 $ 81,285,300 $ 62082 8.79%
2005 106,473,150 789.22 6.92
2006 125,914,926 903.70 8.37
2007 141,910,588 988.14 8.97
2008 177,725,091 1,201.48 10.71

! Based on estimates of a 2002 population of 124,799 a 2003 population of 128,559, a 2004 population of
130,933, a 2005 population of 134,910, a 2006 population of 139,333, a 2007 population of 143,614, and
a 2008 population of 147,922.

Source: County
Anticipated Capital Needs

The County developed a five-year capital improvements program in coordination with the
comprehensive long-range plan adopted by County Council during 1998. This program is reviewed
annually to ensure that the projects are prioritized appropriately based on current needs and
circumstances.

The County’s capital improvement plan is currently under review. The County has completed a
Southern Regional Plan and is in the process of completing a Northern Regional Plan. When complete,
the County will develop a County-wide capital improvement plan blending the two plans.

Legal Debt Limit of Incorporated Municipalities and Special Purpose Districts

Under the provisions of Article X, Section 14 of the Constitution, each incorporated municipality
and special purpose district may, in such manner and upon such terms and conditions as the General
Assembly shall prescribe by general law (a) incur general obligation debt authorized by a majority vote of
the qualified electors thereof voting in a referendum, without limitation as to amount, and (b} incur,
without an election, general obligation debt (in addition to bonded indebtedness existing on November
30, 1977, and bonded indebtedness authorized by a majority vote of qualified electors}) in an amount not
exceeding eight percent (8%) of the assessed value of all taxable property therein.

Legal Debt Limit of School Districts

Article X, Section 15 of the Constitution empowers each school district of the State to incur
general obligation debt in such manner and upon such terms and conditions as the General Assembly shall
prescribe by law. After November 30, 1982, each school district may incur general obligation debt, upon
such terms and conditions as the General Assembly may prescribe, in an amount not exceeding 8% of the
assessed value of all taxable property of such school district. Bonded indebtedness existing on November
30, 1982, and bonded indebtedness authorized by a majority vote of the qualified electors of the school
district voting in a referendum will not be considered in the computation of the 8% limitation.
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Overlapping Debt

The following table sets forth the total amount of indebtedness in each political subdivision and
special purpose district which overlaps the County, either in whole or in part which was outstanding as of
June 30, 2008.

Percentage
Applicable
Qutstanding Debt to County
Political Subdivision
Beaufort County School District $292,895,000 100%
Municipalities
City of Beaufort 100%
Town of Hilton Head 70,585,000 100%
Town of Port Royal 738,118 100%
Town of Bluffton 14,509,079 100%
Special Purpose Districts
Broad Creek PSD 6,435,000 100%
Fripp Island PSD 5,451,440 100%
Hilton Head #1 PSD 51,675,750 100%
South Beach PSD 4,520,000 100%
Special Tax/Fire District'
Bluffton Fire 1,688,191 100%
Burton Fire 100%
Daufuskie Island Fire 51,120 100%
Lady Island/St. Helena Fire 1,740,522 100%
Sheldon Fire District 509,222 100%

!ssued by County, but not includable against 8% debt limit
Source: Beaufort County Comprehensive Annual Financial Report for Fiscal Year Ended June 30, 2008

Miscellaneous Debt Information

The County has not defaulted in the payment of principal or interest, or in any other material
respect, with respect to any of its securities at any time within the last 25 years, nor has the County within
such time issued any refunding bonds for the purpose of preventing a default in the payment of principal
or interest on any of its securities then outstanding. The County has not used the proceeds of any bonds
or other securities (other than tax anticipation Bonds) for current operating expenses at any time within
the last 25 years.
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CERTAIN FISCAL MATTERS
Property Assessment Rates
Article X of the South Carolina Constitution mandates that the assessment of all property, both
real and personal, shall be equal and uniform and that the following ratios shall apply in the appropriate

classifications of property:

) Real and Personal Property of Manufacturers and Utilities -- 10.5% of fair market value;

2) Transportation Companies for Hire (railroads and pipelines) -- 9.5% of fair market value;

3) Inventories of Business Establishments — 6% of fair market value; !

@) Legal Residence and not more than five contiguous acres -- 4% of fair market value;

(5) Agricultural property used for such purposes owned by individuals and certain small
corporations -- 4% of use value (if the property owner makes proper application and
qualifies);

(6) Agricultural and timberlands belonging to large corporations (more than 10 shareholders)
- 6% of use value; (if the property owner annually makes proper application and
qualifies);

) All other real property -- 6% of fair market value; and
(8) Motor Vehicles -- 6%; and
) All other personal property -~ 10.5% of fair market value.

M The business inventory tax provided for by Section 12-37-1420, Code of Laws of South Carolina, 1976, as amended, has been phased out

by a 1984 amendment thereto, Act No. 512, Part II, Section 16(3), page 3036 of the 1984 Acts of the General Assembly of the State of
South Carolina. The amendment also provides that the exemption is conditioned on the appropriation by the State to the counties, school
districts and municipalities for each year an amount equal to the tax revenue not collected by reason of the exemption. The amendment
further provides that the business inventory exempted from property taxation shall nevertheless be considered taxable property for purposes
of bonded indebtedness pursuant to Sections 14 and 15 of Article X of the South Carolina Constitution and for purposes of computing the
“index of taxpaying ability” pursuant to item (3) of Section 3 of Act No. 163 of 1977 (South Carolina Education Finance Act). Pursuant to
Act No. 540 of 1986, page 4875 of the Acts of the General Assembly of the State of South Carolina, the aforementioned appropriation by
the State was set at a constant level based upon the amount of the appropriation to each political subdivision in 1987.

In South Carolina, local taxes for counties, schools and special purpose districts are levied as a
single tax bill which each taxpayer must pay in full. Taxes are levied by the Auditors of the various
counties. In the County, current and delinquent tax collections are made through the office of the County
Treasurer. Tax bills are mailed from the County Treasurer's office on September 30 or as soon thereafter
as is practicable. Real and personal property taxes (except taxes on motor vehicles) are payable on a
monthly basis and are payable on or before January 15 without penalty. A penalty of 3% is added on
January 16th, an additional penalty of 7% is added on February 2nd and an additional penalty of 5% is
added on March 17th, at which time the office of the County Treasurer issues orders of execution on all
unpaid accounts. The County Sheriff is authorized to seize by appropriate means the personal property of
a defaulting taxpayer. Thereafter, such property may be sold to satisfy unpaid personal property taxes.
Delinquent taxes on real property may be collected through sale of the property by the County.

The South Carolina Department of Revenue (“DOR”) has been charged with the responsibility of
taking steps mecessary to ensure equalization of assessments statewide in order that all property is
assessed uniformly and equitably throughout the State, and may require reassessment of any part or all of
the property within a County. Under law enacted by the South Carolina General Assembly in 1995, every
fourth year the County and the State are required by law to effect an appraisal of all property within the
County and to implement that appraisal as a new assessment in the following year. The County is
completing a reassessment in Fiscal Year 2008 which will be implemented in Fiscal Year 2009.
Regulations adopted by the DOR prior to the 1995 law and which are still in place also require that a
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reappraisal program must be instituted by a county if the median appraisal for all property in such county
(as a whole or for any class of property) is higher than 105% or lower than 80% of fair market value.

The Comptroller General of the State may extend the time for assessment and collection of taxes
by county officials. Unpaid taxes, both real and personal, constitute a first lien against the property taxed.

The County Assessor appraises and assesses all the real property and mobile homes located
within such county and certifies the results to the County Auditor. The County Auditor appraises and
assesses all motor vehicles, marine equipment, business personal property and airplanes. The DOR
furnishes guides for use by the counties in the assessment of automobiles, automotive equipment, and
certain other classes of property and directly assesses the real and personal property of public utilities,
manufacturers and also of business equipment.

Each year the DOR certifies its assessments to the County Auditors each of whom prepares
assessment summaries from the respective certifications, determines the appropriate millage levies,
prepares tax bills and then in September charges the County Treasurer with the collection. South
Carolina has no statewide property tax.

State Tax Reform

On June 1, 2006, the South Carolina General Assembly adopted House Bill 4449 which became
Act 388 (“Act 388”), which provides, among other things, a new mechanism for the funding of a portion
of school operations and a limitation on annual growth in millage levied by political subdivisions and
school districts for operations.

Sales Tax Imposition; Exemption of Owner-Occupied Property from School Operating Taxes.

Pursuant to Act 388, an additional one percent sales tax will be imposed State-wide beginning on
June 1, 2007. The additional tax does not apply to certain items, including certain accommodations (e.g.,
hotels, motels, campgrounds and the like), items taxed at a defined maximum tax (e.g., automobiles, taxed
at a maximum of $300, regardless of sales price), and unprepared food (upon which the 5% tax was
reduced to 3% on October 1, 2006, and then eliminated on November 1, 2007). Receipts from the new
one percent sales tax must be credited to the “Homestead Exemption Fund” created pursuant to Act 388.

Effective beginning with tax year 2007, all owner-occupied real property in the State will be
exempted from ad valorem real property taxes levied for school district operations (the “New Homestead
Exemption”). Proceeds of the sales tax deposited in the Homestead Exemption Fund will be distributed
to all school districts of the State in substitution for the ad valorem real property taxes not collected as a
consequence of the New Homestead Exemption, provided, however, that in no event shall the amount of
sales taxes distributed to the school district or districts within any county be less than $2,500,000 in the
aggregate.

As described above, the New Homestead Exemption is for owner-occupied real property.
Commercial property and other nonowner-occupied residences will continue to be subject to ad valorem
real property taxes, including for school district operations. See “—Local Option Sales Tax for
Additional Tax Relief”

Act 388 provides that reimbursement in Fiscal Year 2007-08 for amounts not collected by reason
of the New Homestead Exemption shall be equal to the amount estimated to be otherwise collected in
Fiscal Year 2007-08 by the school district from school operating millage imposed on owner-occupied
residential property therein. Beginning in Fiscal Year 2008-09 and continuing each year thereafter, the
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aggregate reimbursement to the school districts of the State will increase by an amount equal to the
percentage increase in the previous year of the Consumer Price Index, Southeast Region, as published by
the United States Department of Labor, Bureau of Labor Statistics plus the percentage increase in the
previous year in the population of the State as determined by the Office of Research and Statistics of the
State Budget and Control Board. The aggregate amount of the reimbursement increase in any year will be
distributed among the school districts of the State proportionately based on each school district’s
weighted pupil units as a percentage of statewide weighted pupil units as determined annually pursuant o
the State’s “Education Finance Act.”

Any amounts remaining in the Homestead Exemption Fund after the distribution of moneys as
described in the preceding paragraphs must be distributed to the 46 counties of the State, proportionately
based upon population, and applied as a credit against ad valorem real property taxes levied against, first,
owner-occupied real property, and, thereafter, to all other classes of taxable property, for county operating
purposes.

To the extent revenues in the Homestead Exemption Fund are insufficient to pay all
reimbursements to the school districts of the State as described above, the difference must be paid from
the State’s general fund. Enforcement of the requirement described in the preceding sentence is not self-
executing, and will in each applicable year be subject to the appropriation of the necessary amounts by the
General Assembly.

Limitation on Millage Increases

Act 388 also imposes a limitation on increases in millage levied for operational purposes by all
political subdivisions and school districts. As of July 1, 2007, annual millage levies may increase only at
a rate equal to the sum of (a) the increase in the consumer price index, plus (b) the rate of population
growth of the political subdivision or school district, as the case may be. This limitation does not apply to
millage that is levied to pay bonded indebtedness. This limitation may be overridden by a vote of two-
thirds of the governing body of the political subdivision or school district, as applicable, but only for the
following purposes and only in a year in which such condition exists:

(1) a deficiency of the preceding year;

(2) any catastrophic event outside the conirol of the governing body such as a natural
disaster, severe weather event, act of God, or act of terrorism, fire, war, or riot;

3) compliance with a court order or decree;
4) taxpayer closure due to circumstances outside the control of the governing body

that decreases by ten percent or more the amount of revenue payable to the taxing jurisdiction in
the proceeding year; or

) compliance with a regulation promulgated or statute enacted by the federal or
state government after the ratification date of Act 388 for which an appropriation or a method for
obtaining an appropriation is not provided by the federal or state government.

Local Option Sales Tax for Additional Tax Relief

Act 388 further authorizes the imposition within a county, subject to approval by referendum, of a
local sales tax to provide additional property tax relief. The local sales tax authorized by Act 388 may
only be imposed to the extent necessary to provide a 100% credit to all classes of taxable property against
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(a) county operating taxes, (b) school operating taxes, or (¢) both, as set forth on the referendum ballot.
In no event, however, may the rate of such local sales tax exceed one percent. Act 388 also provides a
procedure for rescinding this local sales tax, as well as any other local sales taxes in force as of June 1,
2006. No assurance can be given that the County will not conduct such a referendum, or that such a local
option sales tax will not be implemented within the County.

Act 388 further provides that if a county has enacted a tax increment financing redevelopment
plan, or other financing plan that relies upon property tax for its funding to retire indebtedness or pay for
project costs, the rate of the local option sales tax must be set in an amount that considers the full funding
for the project or retirement of indebtedness, which includes compliance with any covenants in the
governing documents authorizing the indebtedness. The revenues of such tax attributable to the funding
replacement for a tax increment redevelopment financing plan or other plan that relies upon property tax
for its funding must be distributed by the county treasurer pursuant to Title 4, Chapter 10 of the Code of
Laws of South Carolina 1976, as amended.

Reassessment Valuations Limited

Act 388 also provides that the growth in valuation of real property atiributable to reassessment
may not exceed 15% for each five-year reassessment cycle. Growth in valuation resulting from
improvements to real property is exempt from this restriction. Moreover, upon the sale of any parcel of
real property or other “assessable transfer of interest” including long-term leases, conveyances out of
trusts, and other defined events, but excluding transfers between spouses, such parcel will be reassessed to
its then-current market value. The limitations on reassessment described in this paragraph were approved
in a State-wide referendum held on November 7, 2006.

Homestead Exemptions -- Property Tax Relief

South Carolina provides, among other exemptions, two exemptions for homesteads. The first is a
general exemption from all ad valorem property taxes and applies to the first $50,000 of the fair market
value of the dwelling place of persons who are over 65 years of age, totally and permanently disabled or
legally blind (the “Homestead Exemption”). In the case of the Homestead Exemption, the State
reimburses each taxing entity the amount to which it is entitled to by April 15 of each year from the
State’s general fund. The County received $926,764 in the 2007-08 Fiscal Year and projects to receive
$1,030,000 in the 2008-09 Fiscal Year. The second exemption (the “Property Tax Relief Exemption”),
which was replaced as of July 1, 2007 with a more extensive exemption pursuant to Act 388, applies only
to ad valorem taxes levied for school operating budgets (exclusive of amounts in those budgets for the
payment of lease-purchase agreements for capital construction) (the “School Taxes”) and has no effect on
county and municipal taxes.

Payments in Lieu of Taxes

An industrial project which involves an initial investment of at least $5,000,000, and is owned by
a county (or counties) and leased to the industrial user of such project may provide in the lease agreement
between the parties for a fee in lieu of taxes with respect to such project, provided that this lease

agreement provides for:

(H Before the property is placed in service, a payment equal to the taxes that would
otherwise be due on the undeveloped property had it remained taxable;

2) After the property is placed in service, an annual payment for not more than twenty years
determined in accordance with one of several formulas, all of which calculations must be made on the
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basis that the property, if taxable, is allowed all applicable ad valorem tax exemptions except certain
exemptions allowed to manufacturers.

3) At the conclusion of the payments determined pursuant to items (1) and (2), an annual
payment equal to the taxes due on the project as if it were taxable.

“) Gross revenues of a school district in which a project is located in any year such fee is
paid may not be less than gross revenues of the district in the year before the first year for which such fee
is paid. In negotiating the fee, the parties shall assume that the formulas for the distribution of State aid at
the time of the execution of the agreement will remain unchanged for the duration of the agreement.

Distribution of the payment in lieu of taxes on the project must be made in the same manner and
proportion that the millage levied for school and other purposes would be distributed if the property were
taxable. Millage rates must be determined for school and other purposes as if the property were taxable.
Projects on which these payments in lieu of taxes are made are considered taxable property at the level of
the negotiated payment for purposes of calculating bonded indebtedness limits, and for purposes of
computing the index of taxpaying ability pursuant to the South Carolina Education Financing Act. From
the date of execution of the agreement the lessee of the project has not more than five years in which to
meet the required minimum investment level required. If this requirement is not timely met, all property
financed under the lease agreement reverts retroactively to the tax treatment otherwise applicable to such

property.
Assessed Value of Taxable Property in the County

The assessed value of all taxable real and personal property (non-industrial property) and the
assessed value of all real and personal industrial property in the County for each of the last five tax years
are set forth below. The growth in resort and residential communities has been the principal factor in the
increase in assessed valuation in the County over the period.

Tax Real Personal Total
Year Assessed True Assessed True Assessed True

2003 $ 740,613,636 $15,649,673,497 $184,242,061  $1,897,765,656 $ 924,855,697 $17,547,438,153
2004 1,354,125,807 27,588,978,918 184,286,675 1,911,616,663 1,538,412,482 29,500,595,581
2005 1,342,243,568 27,504,991,147 162,980,756 2,029,648,269 1,505,224,324 29,435,639,416
2006 1,397,740,562 31,569,997,800 184,669,523 2,419,677,833 1,582,410,085 33,989,675,633

2007 1,452,621,579 32,753,008,310 207,538,743 2,626,086,500 1,660,160,322 35,379,094,810

' Reassessment. Effective for the calendar year 2004, the County reassessed all real property located
within the County. This was the first reassessment in six years. This reassessment resulted in an 83%
increase in the amount of the assessed value for real property within the County. The adjustments
resulting from appeals of the reassessed values are reflected in the 2005 and 2006 values.

Source: Beaufort County Comprehensive Annual Financial Report for Fiscal Year Ended June 30, 2008
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Estimated True Value of All Taxable Property in the County

The estimated true value of all taxable property in the County for Tax Year 2007 is
$31,537,913,733.

Tax Year 2007 Tax Year 2007
Classification of Property Assessed Value  Estimated True Value
1. Real Property (non-manufacturing) and Mobile Homes $1,496,222,741.00  $28,978,905,592.00
2. Motor Vehicles 91,447,129.00 1,524,118,817.00
3. Public Utilities 35,059,355.00 333,898,619.00
4. Manufacturing Property (Real and Personal) 2,672,730.00 25,454,571.00
5. Marine Equipment/Boats 10,255,687.00 97,673,210.06
6. Business Personal Property 58,966,952.00 561,590,019.00
7. Railroads 1,708,655.00 16,272,905.00
8. Fee in Lieu Property -0- -0-
TOTAL $1,696,333,249.00% $31,537,913,733.00

*This figure does not include the following:

(1) Manufacturers reimbursement assessed value

(2) Business Personal Property Lock-In assessed value
(3) Motor Carrier reimbursement assessed value
Source: County Auditor

Exempt Manufacturing Property in the County

Article X, Section 3 of the Constitution provides that all new manufacturing establishments
located in any county after July 1, 1977, and all additions (in excess of $50,000) to existing
manufacturing establishments are exempt from ad valorem taxation for five years for county taxes only.
No exemption is granted from school or municipal taxes, although municipal governing bodies may by
ordinance grant a similar exemption to manufacturing establishments. Presently there is no exempt
manufacturing property located in the County.

Tax Rates

The millage assessed for County operations and debt service in each of the last five fiscal years is
set forth below:

2003 2004 2005 2006 2007
Operations 40.1 429 32.7 33.7 37.7
Debt Service 7.2 7.2 5.4 5.4 54
Real Property Program 2.0 2.0 1.5 1.5 2.5
Solid Waste/Recycling 4.7 59 4.5 4.5 N/A
Total 54.0 58.0 441 45.1 45.6

Source: County Auditor

18



Tax Collection Procedure

In the County, taxes are collected for County and school purposes as a single tax bill which must
be paid in full by the individual taxpayer. Taxes are collected on a calendar year basis. Real and personal
property taxes in the County are payable on or before January 15 of each year for the prior tax year with
the exception of taxes on motor vehicles. All personal property taxes on motor vehicles are due on or
before the last day of the month in which the license tag for motor vehicles expires. If real property taxes
are not paid on or before January 15, a penalty of 3% is added; if not paid by February 1, an additional
penalty of 7% is added; if not paid on or before March 17, an additional penalty of 5% is added and taxes
go into execution. Unpaid taxes, both real and personal, constitute a first lien against the property. The
County Treasurer is empowered to seize and sell so much of the defaulting taxpayer’s estate -- real and
personal or both -- as may be sufficient to satisfy the taxes.

Act 388 permits counties to allow real property taxpayers to elect to pay their taxes in six
installments each year for tax years beginning after 2006.

Tax Collections for Last Five Years

The following table shows operational, general fund, debt service fund, real property program and
solid waste/recycling fund taxes levied (adjusted to include additions, abatements, and nulla bonae) for
the County, taxes collected as of June 30 of the year following the year in which the levy was made, and
the amount of delinquent taxes (which taxes include taxes levied in prior years but collected in the year
shown) and the percentage of taxes collected for the last five fiscal years.

Current Delinquent Total
Fiscal Adjusted Current Taxes Percentage Taxes Percentage
Year Tax Levy Collected Collected Collected Collected
2004 $53,641,630 $50,203,062 93.6% $4,251,126 101.5%
2005 63,554,010 60,416,187 95.1 3,438,851 100.5
2006 66,885,604 62,744 316 93.8 3,426,155 98.9
2007 70,512,827 66,902,823 93.4 3,631,521 98.5
2008 76,299,793 73,235,825 94.1 3,079,627 98.0

Source: County Treasurer
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Ten Largest Taxpayers

The 10

largest taxpayers in the County, the assessed value of each, and the amount and the

percentage of 2007 tax year taxes paid by each to the County Treasurer for all County, municipal and
other taxes collected by the County Treasurer, are shown below.

Percentage of

Taxpayer Assessed Value Taxes Paid Total Taxes Levied
Marriott Resort $18,718,480 $ 3,550,827 4.7%
South Carolina Electric & Gas 14,331,614 3,169,518 4.2
Palmetto Electric 8,768,002 1,798,248 2.4
May River Forest LL.C 4,502,402 1,102,381 14
Columbia Properties Hilton Head 3,939,414 817,776 1.1
Hargray Telephone Company 4,096,782 817,238 1.1
SCG Hilton Head Property 3,692,358 740,978 1.0
Sea Pines Resort LL.C 3,165,271 631,732 0.8
Greenwood Development Corp 3,160,148 631,718 0.8
United Telephone Company 1,744,630 407,794 05
Total $66,119,101 $13,668,210 17.9%

Source: County Treasurer and County Comprehensive Annual Financial Report, 2008.

Vehicle License Fees

The County has imposed a vehicle license fee since January 1, 1994. Collections of the fee for
the past five fiscal years and an estimate for the current fiscal year are as follows:

Fiscal Year Collections
2004 $1,040,711
2005 1,110,061
2006 1,179,920
2007 1,213,910
2008 1,320,930
2009* 1,350,000

*Estimate.
Source: County.

County Investment Policy

Pursuant to Section 6-5-10 of the Code of Laws of South Carolina, 1976, as amended, the County
Treasurer may invest money subject to his control and jurisdiction in the following types of investments:

(1
)
©)

“

Obligations of the United States and agencies thereof]

General obligations of the State of South Carolina or any of its political units;

Savings and Loan Associations to the extent that the same are insured by an agency of the
federal government;

Certificates of deposit where the certificates are insured by an agency of the federal
government or, if not so insured, are collaterally secured by securities of the type
described in (1) and (2) above held by a third party as escrow agent or custodian, of a
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market value not less than the amount of the certificates of deposit so secured, including

interest;

'S Repurchase agreements when collateralized by securities as set forth in Section 6-5-10;
and

(6) No load open-end or closed-end management type investment companies or investment

trusts registered under the Investment Company Act of 1940, as amended, where the
investment is made by a bank or trust company or savings and loan association or other
financial institution when acting as trustee or agent for a bond or other debt issue of that
local government unit, political subdivision, or county treasurer if the particular portfolio
of the investment company or investment trust in which the investment is made (i) is
limited to obligations described in items (1), (2), and (5) above, and (ii) has among its
objectives the attempt to maintain a constant net asset value of one dollar a share and to
that end, value its assets by the amortized cost method.

In addition to these investments, the State has established a South Carolina Pooled Investment
Fund into which any county treasurer may deposit public moneys in excess of current needs. The State
Treasurer may invest the moneys of the fund in the same types of investments provided for in Section
6-5-10 above (as well as those permitted in Sections 11-9-660 and 11-9-661) and then may sell to all
political subdivisions of the State participation units in the fund which shall be legal investments for the
subdivisions in addition to the investments and deposits authorized in the sections detailed herein.
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FINANCIAL AND TAX INFORMATION
Five Year Summary of General Fund Operations

The following table sets forth a summary of the County’s General Fund operations for the fiscal
years ended June 30, 2004, through 2008.

2004 2005 2006 2007 2008
Revenues
Property Taxes $39,902,961 $47.419,184 $49,557,808 $55,872,654 360,474,820
Licenses and Permits 2,618,619  3.393.994 4,635,798 4,879,471 3,894,583
Intergovernmental 6,018,623 6,073,748 6,402,451 7,813,256 8,649,634
Charges for Services 9,795,154 12,179,930 13,256,653 11,643,392 10,568,767
Fines and Forfeitures 1,023,973 882,229 872,216 1,150,081 1,029,600
Interest 113,045 64,028 966,561 1,336,688 1,015,196
Miscellaneous 238,122 311,610 418.423 1,561,330 565.823
Total Revenues $59,710,497 $70,324,723 $76,109910 $84,256,872 §$86,198,423
Expenditures
General Government $14,573,990 $15,616,654 $17,145467 $18,956,722 $20,963,806
Public Safety 26,905,522 29,301,879 31,551,018 35,583,070 38,617,353
Public Works 7,313,102 7,897,503 8,159,421 15434287 15,946,656
Public Health 2,168,726 2,172,343 2,490,990 2,731,723 2,975,284
Public Welfare 709,052 717,165 729,436 867,699 931,321
Culture and Recreation 3.148.082 6,702,500 7.302.362 7.938.119 8,658,731
Total Expenditures $54.818.474 $62,408,044 $67,378,694 $81,511,620 $88,093,151
Excess Revenues Over
(Under) Expenditures $ 4,892,023 § 7,916,679 § 8,731,216 2,745,252 (1,894,728)
Other Financing Sources (Uses)
Operating Transfers In 47,265 62,458 1,219,512 455,547 2,251,087
Operating Transfers Out' (3.837.216) (1.334.387) (1,378.585) (1,848,341) (2.241.888)
Total Other Financing
Sources (Uses) $(3,789,951) $(1,271,929) § (159,073) $(1,392,794) § 9,199
Net Change in Fund Balance 1,102,072 6,644,750 8,572,143 1,352,458 (1,885,529)
Prior Period Adjustment L - . (77,431) e
Fund Balances July 1 $ 4.048.528 § 5,150,600 $11,795.350 $20.367.493 $21,642,520
Fund Balance June 30 $ 5.150.600 $11.795,350 $20,367.493 $21,642,520 §$19.756.991

Source: Audited financial statements provided by the County.

! General operating funds that are transferred to special funds thereby restricting their uses.

Note: The County projects a fund balance of $18,199,750 as of June 30, 2009.
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Financial Statements

The financial statements of the County for years ended June 30, 2005, 2006, 2007, and 2008 have
been audited by Elliott Davis, LLC. The financial statements of the County for year ended June 30, 2004,
have been audited by Robinson Grant & Co., P.A. A portion of the audited financial statements of the
County for the year ended June 30, 2008, is attached to this Preliminary Official Statement as Appendix
A. Copies of complete audited financial statements for the year ended June 30, 2008, and prior years are
available for inspection at the County offices.

Budget Procedure

The Constitution provides that each county shall prepare and maintain annual budgets which
provide for sufficient income to meet its estimated expenses for each year. Whenever ordinary expenses
of a county for any year shall exceed the income, the governing body of the county is required to provide
for levying a tax in the ensuing year sufficient, with all other sources of income, to pay the deficiency in
the preceding year, together with the estimated expenses for the ensuing year. These requirements
generally have been interpreted so as to allow for payment of expenses from funds on hand or transfers, to
the extent such funds are available for such purposes.

The Home Rule Act provides that the fiscal year for county governments begins on July 1 of each
year and ends on June 30 of the following year. The County Council is required to adopt annually, prior
to the beginning of each fiscal year, operating and capital budgets for the operation of county government.
The budgets must identify the sources of anticipated revenue including taxes necessary to meet the
financial requirements of the budgets adopted.

In the County, the County Administrator is responsible for submitting prior to June 1, a proposed
operating and capital budget for the fiscal year commencing July 1. The Council shall provide for the
levy and collection of taxes necessary to meet all budget requirements except as provided for by other
revenue sources. After County Council legally enacts operating and capital budgets through passage of an
ordinance, the County Administrator, or his designee, is authorized to transfer funds among operating
accounts or among capital accounts within a department. The County may make supplemental
appropriations which shall specify the source of funds for such appropriations. A supplemental
appropriation is defined as an appropriation of additional funds which have come available during the
fiscal year and which have not been previously obligated by the current operating or capital budget.
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General Fund Budget for the 2008-2009 Fiscal Year

The following is a summary of the General Fund Budget of the County for the fiscal year ending
June 30, 2009.

FY 2009 Budget

Revenues
Property Taxes $ 76,643,504
Licenses and Permits 4,164,073
Intergovernmental 8,895,480
Charges for Services 11,718,496
Fines and Forfeitures 894,475
Interest 922,746
Miscellaneous . 456.600
Total Revenues $103,695,374
Expenditures
General Government $ 23,985,642
Public Safety 41,870,795
Public Works 16,960,038
Public Health 5,297,121
Public Welfare 1,014,675
Cultural and Recreation 13,905,100
Total Expenditures $103,033,371

ECONOMIC AND DEMOGRAPHIC INFORMATION
Location and History

The County is located in the southeastern part of the State and is part of the four-county
“Lowcountry” area of South Carolina. The County is bordered on the east by the Atlantic Ocean, on the
north by Colleton County, and on the west by Hampton and Jasper Counties. It includes more than 60
small islands designated as “sea islands,” the largest of which are connected by highway bridges.

The County was formed in 1769, and currently has a land area of 587 square miles. The County is
one of the fastest growing in South Carolina, with an estimated 2007 population of 147,316. The County
seat is the City of Beaufort (2007 estimated population 11,868). Since the 1600’s, agriculture has played
an important role in the economy of the Lowcountry. Currently, however, the Lowcountry generally and
the County, specifically, although farming and timber are still present, have significantly diversified their
economic base.

Commerce and Development

The County is a center for tourism, retirement and the associated services, and the military in
South Carolina. Hilton Head Island, Fripp Island and Hunting Island are all located in the County and are
examples of the economic boom in the leisure and resort industries. Interstate Highway 1-95, a major
north-south artery from Maine to Florida, runs just a few miles from the County and has helped the tourist
industry significantly. A four-lane spur through the County connects I-95 with U.S. 278 to Hilton Head
Island, also part of the County.
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Major residential developments in Southern Beaufort County include Sun City Hilton Head, a
5,000-acre community with more than 4,000 homes and about 8,000 residents within the County. The
Beaufort County portion of the community is built out. The community will expand into a neighboring
county in order to more than double its current number of homes. Additional developments in the
southern part of the County include Spring Island, Callawassie Island, Colleton River Plantation, Belfair
and Westbury Park. Sun City Hilton Head, a Del Webb / Pulte Homes senior community, has a
significant economic impact. It has created more than 1,000 permanent jobs, will increase the County’s
tax base by 25 percent over the next five years, and was the spark for the increased commercial
construction along the U.S. 278 Corridor, including a Target store, Wal-Mart Superstore, Home Depot
and several major supermarkets. In northern Beaufort County, communities continue to develop at
Lady’s Island, Cat Island, Dataw Island, Habersham, Bray’s Island and throughout the City of Beaufort.

CareCore National, LLC constructed a new headquarter facility in the Town of Bluffton in
2007/2008 which created 190 new jobs in 2007 and 125 new jobs in 2008. The total expected for new
employment is 350.

The Port of Port Royal, the former break-bulk cargo port of the South Carolina State Ports
Authority, is located in the County. The State is currently secking to sell the 51 acres formerly occupied
by the port at the waterfront edge of downtown Port Royal, preferably at a price of $26 million to $27
million, to a developer who would transform the property into a mixed-use commercial and residential
development.

The U.S. Marine Corps Recruit Depot at Parris Island, the Marine Corps Air Station-Beaufort,
and the Beaufort Naval Hospital are all located within the County. These locations have benefited by the
Department of Defense closing certain other military bases in the nation. In 2007, there were 6,988 active
military and 926 civilians working for the Department of Defense at the Recruit Depot alone.

University of South Carolina — Beaufort (“USCB”), the Lowcountry’s regional senior campus of
the University of South Carolina, is located in the County. In 2006, USCB’s Small Business Development
Center, a free consulting service for entrepreneurial start-ups, helped 14 new businesses get started,
helped save or create 70 local jobs and provided $4.76 million in business loans.

Agriculture and Forestry

Only 12 percent of the County’s land is used for agriculture. In 2007, the County ranked last in
the State in production of hay. Preliminary cash receipts for crop and livestock production in the County
in 2007, the latest year for which information is available, amounted to $7,099,000, including crops at
$5,553,000 and livestock and livestock products at $1,546,000, according to the Department of Applied
Economics & Statistics at Clemson University and the South Carolina Agricultural Statistics Service.

Twenty-nine percent of the County’s land is forested, and the County ranks 13th among the
State’s 46 counties in delivered value of timber. The delivered value of harvested timber sold in 2005, the

latest year for which information is available, was $24,464,553.

Population Growth

The U.S. Department of Commerce, Bureau of the Census, reports that the 2000 census
population of the County was 120,937, This represents a 40% increase in population over the 1990
census figure of §6,425.
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The following table illustrates the population growth of the County. Population statistics for the
State and the United States are included for comparison purposes.

Beaufort County South Carolina United States
Year Population % change Population % change Population % change
1970 51,136 - 2,590,516 - 203,302,031 -
1980 65,364 28% 3,121,820 21% 226,545,805 11%
1990 86,425 32 3,486,703 12 248,709,873 10
2000 120,937 40 4,012,012 15 281,421,906 13
2007* 147,316 22 4,407,709 10 301,621,157 7

*Estimated
Source: U.S. Department of Commerce, Bureau of the Census, Population Division.

The 2000 Census populations and 2007 population estimates of the incorporated municipalities
located in the County are set forth in the table below.

Municipality 2000 Census 2007 Estimate
Town of Hilton Head Island 33,862 33,994

City of Beaufort 12,950 11,868
Town of Port Royal* 3,950* 10,212%
Town of Bluffton 1,275 4,054

*A portion of Port Royal’s growth between the 2000 census and the 2007 estimate is due to annexation.
Source: U.S. Department of Commerce, Bureau of the Census, Population Division.

Per Capita Personal Income
The County ranked first in the State in per capita personal income in 2006, the last year for which

data is available. The per capita personal income in the County, the State and the United States for each
of the last five years for which information is available is shown below.

Year County State United States
2002 $33,956 $25,370 $30,795
2003 34,832 25,880 31,466
2004 37,474 27,039 33,090
2005 40,005 28,460 34471
2006 41,724 29,767 36,276

Source: U.S. I_D-ei)artment of Commerce, Bureau of Economic Analysis
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Median Family Income

The County had a median family income of $63,000 for 2006 (the latest estimate available). This
income level ranks the County as the second highest in the State. The table below shows the median
family income for the County, State and the United States for the last five years:

Year County State United States
2002 $58,800 $49,200 $54,400
2003 62,000 52,400 56,500
2004 62,000 52,400 57.500
2005 62,150 52,400 58,000
2006 63,000 52,900 59,600

Source: U.S. Department of Housing and Urban Development
Median Age and Education Levels

The U.S. Bureau of the Census reports that the median age of the population of the County was
35.8 in 2000, up from 30.5 in 1990. According to the U.S. Bureau of the Census, in 2000 (the last year
for which complete statistics are available) the County ranks second in the State with 33.2% of its
population 25 years or older holding a bachelor’s degree or equivalent.

Construction Activity

The following table shows the approximate number of building permits issued in the County and
the approximate cost of construction represented by those permits in each of the last five complete years
for which information is available. New construction has, of course, been affected by general economic
conditions in the United States affecting real estate activity.

Residential
Year Ended Number of Construction
December 31 Units Costs
2003 2,802 $ 542,876,697
2004 2,942 613,341,112
2005 4,650 1,000,991,167
2006 3,448 890,986,323
2007 2,224 530,146,319

Source: County Building Inspector
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Retail Sales

Effective June 1, 2007, the State of South Carolina increased the sales tax it imposes on all retail
sales from 5% to 6%. In November 2007, the State of South Carolina eliminated the sales tax on
unprepared food for state sales tax purposes only. The following table shows the level of gross retail
sales over the last five years for which information is available for businesses located in the County:

Year Ended Total Increase
December 31 Retail Sales QOwver Previous Year
2003 $3,158,157,797 n/a
2004 3,414,415,525 256,257,728
2005 3,646,847,632 232,432,107
2006 3,908,542 .814 261,695,182
2007 3,973,795,733 65,252,919

Source: South Carolina Department of Revenue
Capital Investment

The following table sets forth the total announced capital investment for new and expanded
industry within the County for the last three years for which information is available.

New New
Year Investment Employment
2006 $14,000,000 370
2007 17,200,000 215
2008 5,115,000 125

Source: South Carclina Department of Commerce and the Lowcountry Economic Network

Major Manufacturing Establishments

The ten largest industrial entities located in the County, their products and their approximate
number of employees are listed below.

Number
Name Product of Employees
Resort Services, Inc. Cleaning chemicals 265
Island Packet Daily newspaper publisher 100
NUFARM Specialty Products, Inc. Chemical intermediates, dyes, surfactants 92
Beaufort Gazette Newspapers: printing and publishing 77
Rea Construction Asphalt hot mix 65
Athena Corp. Polymer bathtubs, countertops, showers 54
Kigre, Inc. Solid state laser components, laser glass 45
Data Publishing Co., Inc. Yellow pages publishing 34
2 Stroke International Engines and parts 30
Caribbean Clear International, Ltd. Water purification systems for pools 30

Source: South Carolina Department of Commerce
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Largest Nonindustrial Employers

The following table shows the ten largest non-industrial employers located within the County and
the type of business for each:

Name Type of Business
Beaufort County School District Education
Wal-Mart Associates, Inc. Retail

County of Beaufort Government
Department of Defense Military
Beaufort Memorial Hospital Healthcare
Marine Corps Community Services Military
Publix Super Markets, Inc. Retail

Tenet Health System Hilton Head, Inc. Healthcare
Hargray Communications Group, Inc. Telecom
Marriott Resorts Hospitality Corp. Hotel/Tourism

Source: South Carolina Employment Security Commission (May 2008)
Tourism

In 2007, tourists spent more than $1 billion in Beaufort County, according to a report by the
South Carolina Department of Parks, Recreation and Tourism entitled “The Economic Impact of Travel
on South Carolina Counties.” In 2007, tourism was responsible for $211 million in payroll and 13,200
jobs in the County. The County ranked third in the State on these measures, behind only Horry County
(where Myrtle Beach is located) and Charleston County. The table which follows provides information
concerning the tourism economy of the County and illustrates growth trends in the County for the last five
years.

Annual Resort Guests/Visitors and Estimated E}i{penditures1

Number of Annual
Year Guests Expenditures
2002 2,195,530 $1,490,000,000
2003 2,183,231 1,488,418,000
2004 2,248,389 1,532,839,000
2005 2,302,370 1,569.281,000
2006 2,235,121 1,704,375,000

' Figures for Hilton Head Island only.
Source: Greater Beaufort Chamber of Commerce
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Unemployment

The average unemployment rate in the County for each of the last 12 months for which data is
available is shown below:

Unemployment

Date Rate
January 2008 5.0%
February 2008 4.4
March 2008 4.0
April 2008 3.9
May 2008 43
June 2008 5.1
July 2008 5.7
August 2008 5.8
September 2008 53
October 2008 6.0
November 2008 6.3(p)
December 2008 7.0(p)

(p) Preliminary.
Source: U.S. Department of Labor, Bureau of Labor Statistics; South Carolina Employment Security
Commission.

The average unemployment rates in the County, the State and the United States for each of the
last five years is shown below:

Year County State U.s.
2003 4.7% 6.7% 6.0%
2004 49 6.8 5.5
2005 4.9 6.7 51
2006 4.7 6.4 4.6
2007 44 5.9 4.6

Source: U.S. Department of Labor, Bureau of Labor Statistics
Labor Force

The labor force of the County has experienced rapid growth in the categories of wholesale and
retail trade, services and government. The increases in these areas have more than offset the declines in

construction related employment.

The composition of the civilian labor force in the County, based on place-of-work basis, for the
last five years for which information is available, is as follows:
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Nonagricultural Wage and Salary Employment

(By Place of Work)
Sector 2002 2003 2004 2005 2006
Manufacturing 1,119 1,155 1,217 1,169 1,250
Non-Manufacturing
Construction & Mining 7,988 8,761 8,476 8,478 8,870
Transportation and Public Utilities 1,431 1,431 1,418 1,586 1,621
Wholesale and Retail Trade 10,932 11,012 11,304 11,827 12,113
Information 981 995 952 916 1,014
Finance, Insurance, and Real Estate 7412 7,802 8,469 9,547 10,633
Services (including Agricultural Services) 33,631 34,684 36,615 37,333 38,292
Government 20,524 20,320 20,161 20,196 20,238
TOTAL 84,467 86,599 89,042 91,487 94,480

Source: South Carolina Employment Security Commission, Labor Market and Information Division

The labor force participation rate of residents of the County (regardless of place of employment)
for the past five years is as follows:

Labor Force Estimates
(By Place of Residence)

2003 2004 2005 2006 2007(p)
Civilian Labor Force 56,279 59,135 61,787 63,279 65,083
Employment 53,614 56,214 58,777 60,297 62,198
Unemployment 2,665 2,921 3,010 2,982 2,885

() Preliminary.

Workers involved in labor disputes are included among the employed. Total employment also includes
agricultural workers, proprietors, self-employed persons, workers in private households, and unpaid
family workers.

Source: South Carolina Employment Security Commission, Labor Market Information

Facilities Located Within or Serving the County

Transportation. Three U.S. Highways run through the County. U.S. 17 runs north-south along
the coast, connecting the County with Charleston to the north and Savannah, Georgia to the south. U.S.
21 connects U.S. 17 with the City of Beaufort, several islands in northern Beaufort County, and the
furthest east point in the County: Hunting Island State Park. U.S. 278 comnects U.S. 17 with southern
Beaufort County, including Hilton Head Island. The County is served by approximately 133 motor freight
carriers. Rail facilities are provided in the County by CSX Railroad which interfaces with Port Royal
Railroad at Yemassee, and Amtrak provides passenger service.

There are two airports located in the County, the Beaufort County Airport, on Lady’s Island, and
the Hilton Head Island Airport. The Hilton Head Island facility is currently serviced by USAir from
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Charlotte and American Eagle from Raleigh/Durham. The terminat at the Hilton Head Island Airport was
completed in November 2002. The Beaufort County Airport is maintained for general aviation service
only.

Hospital Facilities. Beaufort Memorial Hospital (“Beaufort Memorial™) is a non-profit hospital
accredited by the Joint Commission on Accreditation of Healthcare Organizations for 197 beds (169
acute, 14 rehab and 14 mental health). It employs 1,200 people, including a medical staft of more than
150 physicians, 100 percent of whom are board-certified. The main hospital is located in the City of
Beaufort. Beaufort Memorial’s cancer center in the Town of Port Royal is affiliated with Duke
University. Beaufort Memorial’s clinic in the Town of Bluffton includes doctors’ offices, laboratory, x-
ray and health education programs. Hilton Head Regional Hospital, within the Town of Hilton Head
Island, has 85 staffed beds, including 61 acute care units, 20 intensive care units and 4 post-partum units.
A U.S. Naval Hospital is also located within the County which has 49 staffed beds and 5 intensive care
unit beds.

Recreation. Hunting Island State Park (“Hunting Island”) is located in the County. Hunting Island
is South Carolina’s most popular state park, attracting more than a million visitors each year. The 5,000-
acre park includes five miles of beach, thousands of acres of marsh, tidal creeks and maritime forest, a
saltwater lagoon and ocean inlet. Amenities include a fishing pier and some of the state’s most desirable
campsites and cabins, some of which were built by the Civilian Conservation Corps in the 1930s. T he
park also includes South Carolina’s only publicly accessible historic lighthouse. Dating from the 1870s,
the Hunting Island Lighthouse is 170 feet tall.

K-12 Education. The School District of Beaufort County (the “School District”) is coextensive
with the County. The School District, which was established by State legislation, provides certain
services with funds from taxes levied and collected for it by the County. The School District currently
operates 16 elementary schools, six middle schools, four senior high schools, one early childhood center,
and one career education center. There are also three major private schools located in the County, each
offering grades K-12: Beaufort Academy, Hilton Head Preparatory School, and Hilton Head Christian
Academy.

Higher Education. University of South Carolina — Beaufort (“USCB”), the Lowcountry’s
regional senior campus of the University of South Carolina, is located in the County. USCB itself has two
campuses in the County: one in the City of Beaufort, and the other in the Town of Bluffton, near Hilton
Head Island. USCB offers baccalaureate degrees and provides local access to graduate courses and
programs through the USC Extended Graduate Campus. USCB had a spring 2008 headcount enrollment
of 1,317 students.

Technical College of the Lowcountry, a public two-year institution, has two campuses in the
County: one in the City of Beaufort, the other in the Town of Bluffton. It also has field education offices
at the Marine Corps Air Station and Parris Island Marine Recruit Depot. Technical College of the
Lowcountry offers more than 70 degree, diploma, or certificate programs, and is fully accredited by the
Commission on Colleges of the Southern Association of Colleges and Schools (SACS). It had a spring
2008 headcount enrollment of 1,821 students.

Webster University, a private graduate institution, has three campuses in the County: at the
Beaufort Naval Hospital, Marine Corps Air Station, and Parris Island Marine Recruit Depot. Each
location offers Masters in Business Administration degrees as well as masters degrees in other subject
areas.
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Financial Institutions

According to the Federal Deposit Insurance Corporation, as of June 30, 2008, there were 65
branches of 20 commercial banks in the County, with total deposits of $2,295,000,000 as well as 13
branches of 5 savings institutions with total deposits of $441,000,000. The continuing reorganization of
the banking system in the United States, with its attendant mergers and consolidations, is likely to affect
the total number of branch offices in the County.

TAX EXEMPTION AND OTHER TAX MATTERS
Opinion of Bond Counsel

Certain legal matters with regard to the issuance of the Notes are subject to the approval of
McNair Law Firm, P.A. Columbia, South Carolina, Bond Counsel, whose approving opinion will be
available at the time of the delivery of the Notes. In the opinion of Bond Counsel, based upon existing
statutory rulings and court decisions, and subject to the qualifications set for the under “Internal Revenue
Code of 1986 below, the interest on the Notes is excludable from gross income for federal income fax
purposes. The proposed form of Bond Counsel’s opinion appears as Appendix B to this Official
Statement.

Internal Revenue Code of 1986

The Internal Revenue Code of 1986, as amended (the “Code™) includes provisions that relate to
tax-exempt obligations, such as the Notes, including, among other things, permitted uses and investment
of the proceeds of the Notes and the rebate of certain net arbitrage earnings from the investment of such
proceeds to the United States Treasury. Noncompliance with these requirements may result in interest on
the Notes becoming subject to federal income taxation retroactive to the date of issuance of the Notes.
The County has covenanted to comply with the requirements of the Code to the extent required to
maintain the exclusion of interest on the Notes from gross income for federal tax purposes. Failure of the
County to comply with the covenant could cause the interest on the Notes to be taxable retroactively to
the date of issuance.

The Code imposes an alternative minimum tax on a taxpayer's alternative minimum taxable
income if the amount of such alternative minimum tax is greater than the amount of such taxpayer’s
regular income tax. Interest on the Notes is not an item of tax preference for purposes of the individual
and corporate alternative minimum tax; however, such interest will be includable in the adjusted net book
income or adjusted current earnings of a corporation for purposes of computing the alternative minimum
tax imposed on corporations.

Purchasers of the Notes should consult their tax advisors with respect to collateral tax
consequences of ownership of the Notes, such as the calculation of alternative minimum tax,
environmental tax or foreign branch profits tax liability, the tax on passive income of S corporations, the
inclusion of Social Security or other retirement payments in taxable income, or the portion of interest
expense of a financial institution which is allocable to tax-exempt interest.
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Bond Counsel has not undertaken to determine (or inform any person) whether any action taken
(or not taken) or event occurring {or not occurring) after the date of issuance of the Notes may affect the
tax exemption of interest on the Notes. In rendering its opinion, Bond Counsel will rely upon a certificate
of the County with respect to certain material facts solely within their respective knowledge relating to the
application of the proceeds of the Notes.

South Carolina Taxation

In the opinion of Bond Counsel, the Notes and the interest payments thereon are exempt from all
State taxation except estate or other transfer taxes. Section 12-11-20 of the South Carolina Code of Laws
of 1976, as amended, imposes upon every bank engaged in business in the State a fee or franchise tax
computed at the rate of 4-1/2% of the entire net income of such bank. Regulations of the South Carolina
Tax Commission require that the term “entire net income” includes income derived from any source
whatsoever including interest on obligations of any state and any political subdivision thereof. Interest on
the Notes will be included in such computation.

LEGAL MATTERS
Opinions

The issuance of the Notes is subject to the favorable opinion of McNair Law Firm, P.A., Bond
Counsel, as to the validity of the issuance of the Notes under the Constitution and laws of the State of
South Carolina.

McNair Law Firm, P.A. has assisted the County by compiling certain information supplied to
them by the County and others and included in this Official Statement, but McNair Law Firm, P.A. has
not made an independent investigation or verification of the accuracy, completeness or fairness of such
information. The opinion of McNair Law Firm, P.A. will be limited solely to the legality and
enforceability of the Notes, and no opinion will be given with respect to this Official Statement.

Litigation

There is no controversy or litigation of any nature now pending or, to the knowledge of the
County officials, threatened to restrain or enjoin the issuance, sale, execution or delivery of the Notes or
the levy and collection of taxes to pay the Notes; or questioning the proceedings or authority pursuant to
which the Notes are issued and taxes levied; or questioning or relating to the validity of the Notes, or
contesting the corporate existence of the County or the titles of its present officers to their respective
offices.

The absence of such litigation will be confirmed at the time of delivery of the Notes.
United States Bankruptcy Code

This undertaking of the County should be considered with reference to Chapter 9 of the
Bankruptcy Code, 11 U.S.C. 901, et seq., as amended, and other laws affecting creditors’ rights and
municipalities generally. Chapter 9 permits a municipality, political subdivision, public agency, or other
instrumentality of a State that is insolvent or unable to meet its debts as such debts mature to file a
petition in the United States Bankruptcy Court for the purpose of effecting a plan to adjust its debts;
directs such a petitioner to file with the court a list of its creditors; provides that the filing of the petition
under that Chapter operates as a stay of the commencement or continuation of any judicial or other
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proceeding against the petitioner; directs a petitioner to file a plan for the adjustment of its debts; permits
the petitioner in its plan to modify the rights to payment of its creditors; and provides that the plan must
be accepted in writing by or on behalf of creditors; and provides that the plan must be accepted in writing
by or on behalf of creditors of each impaired class of claims holding at least two-thirds in amount and
more than one-half in number of the creditors which have accepted or rejected the plan. The plan may be
confirmed notwithstanding the negative vote of one or more classes of claims if the court finds that the
plan is in the best interest of creditors, is feasible, and is fair and equitable with respect to the dissenting
classes of creditors. A petitioner has the right to reinstate indebtedness under its plan according to the
original maturity schedule of such indebtedness notwithstanding any provision in the documents under
which the indebtedness arose relating to the insolvency or financial condition of the debtor before the
confirmation of the plan, the commencement of a case under the Bankruptcy Code, or the appointment of
or taking possession by a trustee in a case under the Bankruptcy Code or by a receiver or other custodian
prior to the commencement of a case under the Bankruptcy Code.

RATINGS

Moody’s Investors Service, Inc. (“Moody’s”) and Standard & Poor’s Ratings Group (“S&P”)
(collectively, the “Rating Services”) have assigned their municipal bond ratings of “MIG 1” and “SP-1+,"
respectively, to the Notes. Such ratings reflect only the views of the Rating Services and an explanation
of the significance of such ratings may be obtained from the Rating Services. The County has furnished
to the Rating Services certain information and materials respecting the County and the Notes. Generaily,
the Rating Services base their ratings on such information and materials and on investigations, studies and
assumptions furnished to and obtained and made by them. There is no assurance that such ratings will
remain unchanged for any period of time or that they may not be lowered or withdrawn entirely by the
Rating Services, if in their judgment circumstances so warrant. Any such downward revision or
withdrawal of such ratings may have an adverse effect on the market price of the Notes.

UNDERWRITING
[TO BE COMPLETED AFTER THE SALE]

The Notes have been purchased at a competitive sale from the County for resale by
(the “Purchaser”). The Purchaser has agreed, subject to certain conditions, to
purchase the Notes at par plus a bid premium of $ . The initial public offering yield of the
Notes are as shown on the front cover page of this Official Statement and may be changed from time to
time by the Purchaser. The Purchaser may also allow a concession from the public offering prices to
certain dealers. If all of the Notes are sold at the public offering yields or prices as set forth on the inside
front cover page of this Official Statement, the Purchaser anticipates total selling compensation of
$ for the Notes. The Purchaser has received no fee from the County for underwriting the
Notes.

CERTIFICATE CONCERNING THE OFFICIAL STATEMENT

Concurrently with the delivery of the Notes, the Administrator of the County will deliver to the
purchaser of the Notes a certificate which will state that, to the best of his knowledge, this Official
Statement did not as of its date and as of the sale date, and the final Official Statement does not, as of the
date of delivery of the Notes, contain an untrue statement of a material fact or omit to state a material fact
required to be included therein for the purpose for which this Official Statement or the final Official
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Statement is to be used or necessary to make the statements therein, in the light of the circumstances
under which they were made, not misleading, providing such certificate shall not include consideration of
information supplied by, or which should have been supplied by, the successful bidder for the Notes.

FINANCIAL ADVISOR

Ross, Sinclaire & Associates, LLC has acted as Financial Advisor to the County in connection
with the issuance of the Notes. In this capacity, Ross, Sinclaire & Associates, LLC provided technical
assistance in the preparation of the offering documents and assisted the County in preparing for this
financing.

CONTINUING DISCLOSURE UNDERTAKING

The County has covenanted, pursuant to Section 11-1-85, South Carolina Code of Laws 1976, as
amended, to file with a central repository for availability in the secondary bond market, an annual
independent audit within 30 days of its receipt and event specific information within 30 days of an event
adversely affecting more than 5% of tax revenue or the County’s tax base.

In order to provide certain continuing disclosure with respect to the Notes in accordance with
Rule 15¢2-12 of the United States Securities and Exchange Commission under the Securities Exchange
Act of 1934, as the same may be amended from time to time (“Rule 15¢2-127), the County has entered
into a Disclosure Dissemination Agent Agreement (“Disclosure Dissemination Agreement”) for the
benefit of the holders of the Notes with Digital Assurance Certification, L.L.C. (“DAC”), under which the
County has designated DAC as Disclosure Dissemination Agent. The form of Disclosure Dissemination
Agreement is attached hereto as Exhibit C.

The County previously has executed its Continuing Disclosure Certificates or Disclosure
Dissemination Agent Agreements in connection with the issuance of its general obligation debt as set
forth in the table entitled “General Obligation Debt by Issue” contained herein. In the past, the County
has not timely filed annual reports; however, as of the date of this Official Statement, the County is
current with respect to the requirements of its continuing disclosure obligations.

MISCELLANEOUS

Any statements in this Preliminary Official Statement involving matters of opinion or estimates,
whether or not expressly so stated, are intended as such and not as representations of fact.

Reference herein to the State Constitution and legislative enactments are ouly brief summaries of
such provisions thereof and do not purport to describe with particularity all provisions thereof.

36



Please address further inquiries, or requests for additional copies of this Preliminary Official
Statement to Gary Kubic, County Administrator, Beaufort County, South Carolina, 100 Ribaut Road,
Room 156, Beaufort, South Carolina 29901-1228, Telephone (843) 470-2592; the County’s Bond
Counsel, Francenia B. Heizer, Esquire, McNair Law Firm, P.A., 1301 Gervais Street, 17th Floor,
Columbia, South Carolina 29201, Telephone (803) 799-9800, e-mail: fheizer@mcnair.net; or the
County’s Financial advisor, Brian G. Nurick, Financial Advisor, Ross, Sinclaire & Associates, LLC, 1219
Assembly ~Street, Columbia, South Carolina 29201, telephone (800) 255-0795, e-mail:
bnurick@rsamuni.com.

The delivery of this Preliminary Official Statement and its use in connection with the sale of the
Notes has been duly authorized by officials of the County in their capacity.

{s/ Gary Kubic
County Administrator, Beaufort County, South Carolina
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B - Elliott Davis, LLC
ws Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Beaufort County Council
Beaufort County
Beaufort, South Carolina

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of Beaufort County,
South Carolina (the County) as of and for the year ended June 30, 2008 which collectively comprise the
County’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of County’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of Beaufort County as of June 30, 2008, and the
respective changes in financial position and cash flows, where applicable, thereof and the respective
budgetary comparison for the general fund for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated January
23, 2009 on our consideration of Beaufort County’s internal control over financial reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in

- accordance with government auditing standards and should be considered in assessing the results of our

audit.
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Management’s Discussion and Analysis and required supplementary information, as listed in the
Table of Contents, is not a required part of the basic financial statements but is supplementary
information required by the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

QOur audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County’s basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements, general, debt service, and capital project fund budgetary
comparison information, Clerk of Court and Magistrates fees and fines schedule, and statistical tables as
listed in the Table of Contents are presented for the purpose of additional analysis and are not a required
part of the basic financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a
required part of the basic financial statements of Beaufort County, South Carolina. The combining and
individual nonmajor fund financial statements, general fund, debt service, and capital project fund
budgetary comparison information, Clerk of Court and Magistrate fees and fines schedule, and
accompanying Schedule of Expenditures of Federal Awards have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly presented,
in all material respects, in relation fo the basic financial statements taken as a whole. The introductory
section and statistical tables have not been subjected to auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

Eiott Dawia, LLC

Columbia, South Carolina
January 23, 2009
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

As management of Beaufort County, South Carolina (the County), we affer the readers of the County’s financial statements this namative
overview and analysis of the financial activities of Beaufort County, South Carolina for the fiscal year ended June 30, 2008. We encourage the
readers to consider the information presented here in conjunction with additional infermation that we have fumished in our fetier of transmittal,

which can be found on pages 1 through 5 of this report.

FINANCIAL HIGHLIGHTS
The assets of Beaufort County exceeded its liabiltties at June 30, 2008 by $186,562,593 (net assets). Of this amount $45,708,829

(unrestricted net assets) may be used to meet the govemment's ongoing obligations to citizens and creditars.

The government's total net assets increased by $50,508,667 during the fiscal year ended June 30, 2008 with a $51,846,774
increase resutting from govémmenta! activities and a $1,338,107 decrease resulting from business type activities.

At the close of the current fiscal year, the County’s govemmental funds reported combined ending fund balances of $155,615,408,
an increase of $46,983,609 in comparison with the prior year. Approximately 33 percent, $51,782,717, is available for spending at

the government's discretion {unreserved, undesignated fund balance).
At the end of the current fiscal year, the County’s unreserved fund balance for the general fund was $18,928,748, or approximately

21 percent of the general fund expenditures and transfers.
Beaufort County's net capital assets increased by $43,073,897 during the current fiscal year. The increase in govemmental

activities net capital assets of $43,785,718 was mostly the result of several purchases of property through the Real Properly
Purchase Program and the construction of the Bluffton Parkway and of several other road projects throughout the County with the

County’s Road Improvement Program.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the County’s basic financial statements. The County's basic
financial statements comprise three components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes {o
the financial statements. This report also contains aother supplementary information in addition fo the basic financial statements

themselves.

Government-wide financial statements — The govemment-wide financial statements are designed to provide readers with a broad
overview of the County's finances, in a manner similar to a private-sector business. In particular, these statements include all assets and

tiabilities using the accrual basis of accounting used by most private sector companies.

The stafement of net assets presents information on all of the County’s assets less its fabifities, with the difference between the two
reported as net assefs. Over time, increases or decreases in net assets may serve as a useful indicator of whether the financial position

of the County is improving or deteriorating.

The statement of activities presents information showing how the government's net assets changed during the mast recent fiscal year.
All changes in net assets are reported as soon as the uhderlying event giving rise to the change occurs, regardiess of the timing of
refated cash flows. Thus, revenues and expenses are reported in this statement for some items that will only result in cash flows in future

fiscal periods (e.g., uncollected taxes and eamned but unused vacation leave).

Both the government-wide financial statements distinguish functions of the County that are principaily supported by taxes and
intergovernmental revenues (govemmental activities) from other functions that are intended to recover all or a significant portion of their
costs through user fees and charges (business-type activities). The govemmental aclivities of the County include generat government,
public safety, public works, public health, public welfare, and cultural and recreation. The business-type aclivities include the garage,
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

stormwater utility, the Lady's Island Airport, and the Hiton Head Island Airport. The business-type activities function for all practical
purposes as departments of the County, and therefore have been included as integral parts of the primary government.

The government-wide financial statements can be found on pages 27 through 29 of this report.

Fund financial statements — A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The County, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legat requirements. Al of the funds of Beaufort County can be divided into three

categories: governmental funds, proprietary funds, and fduciary funds.

Governmental funds — Govemmental funds are used to account for essentially the same functions as governmental activities of the
government-wide financial statements. However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-ferm inflows and outflows of spendable resources, as well as on balances of spendable resources avallable at
the end of the fiscal year. Such information may be useful in evaluating the Gounty’s near-term financing requirements.

Because the focus of govemnmental funds is narrower than that of the govemment-wide financial statements, it is useful to compare the
information presented for govemmental funds with similar information presented for govemmental activities in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of the government's near-term financing
decisions. Baoth the governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in
fund balances provide a reconciiiation to facilitate this comparison between governmental funds and govemmental activities.

information is presented separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund, County wide general obligation bonds fund, sales tax projects fund, real
property program fund, and the Bluffton Parkway project fund, all of which are considered to be major funds. Data from the other
governmental funds are combined into a single, aggregated presentation. Individual fund data for each of these nonmajor governmentat

funds is provided in the form of combining statements elsewhere in this report.

The County adopts an.annual appropriated budget for its general fund. A budgetary comparison statement has.been provided for the
general fund to demenstrate compliance with this budget.

The basic fund financial statements can be found on pages 30 through 36 of this repo?t,

Propriatary funds — The County maintains four different types of propristary funds, alt of which are enterprise funds. Enterprise funds
‘are used to report the same functions as business-fype activities in the government-wide financial statements. The County uses
enterprise funds to account for its garage, stormwater utility, Lady’s Istand Airport, and Hilion Head Island Airport operations. These
funds report the services provided by the County for which the County charges a user fee or charge intended to recover all or a

~ significant portion of their costs.

Proprietary funds provide the same type of information as the govetnment-wide financial statements, only in more detail. The proprietary
fund financiat statements provide separate information for the garage, stormwater utifity, Lady's Isfand Airport, and the Hilton Head Istand
Airport, all of which are considered to be major funds of the County.

The basic proprietary fund financial statements can be found on pages 37 through 40 of this report.
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BEAUFORT COUNTY, SOCUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Fiduciary funds — Fiduciary funds are used to account for resources held for the benefit of parties outside the govermnment. Fiduciary
funds are not reflected in the government-wide financial statements because the resources of those funds are not available to support the
County’s own programs. The accounting used for the fiduciary funds is much like that used for proprietary funds.

The statement of fiduciary net assets can be found on page 41 of this report.

Notes to the financial statements — The notes provide additional information that is essential to a full understanding of the data
provided in both the government-wide and the fund financial statements. The notes are presented on pages 42 through 66 of the report.

Other supplemental information — In addition to the basic financial statements and accompanying notes, this report also presents

certain supplemental information that further supports the financial statements.

The combining statements referred to easlier in connection with nonmajor governmental funds are presented within this section of this

report and can be found on pages 67 through 129.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net assets may serve over time as a useful indicator of a government's financiai position. In the case of Beaufort

County, assets exceeded liabilities by $186,562,593 as of June 30, 2008.

Of this amount, $92,246,900 (approximately 49 percent) reflects the County’s investment in capital assets (land, buildings and
equipment); less any related debt used to acquire those assets that is still outstanding. The County uses these capital assets to provide
services to citizens; consequently, these assels are nol avaifable for future spending.' Although the County’s investment in its capital
assets is reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to repay the debt. An additional portion of the County’s net assets,
$48,605,864 (approximately 26 percent), represents resources that are restricted to the repayment of the County’s bonded indebledness.
The remaining balance of unrestricted net assets, $45,709,829 (approximately 25 percent), may be used fo meet the govermnment's

ongoing obligations to citizens and creditors.

At the end of the current fiscal year, Beaufort County is able to report positive balances in all three categories of net assets, both for the
government as a whole, as well as for its separate governmental and business-type activities.
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BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Beaufort County’s Net Assets
June 30, 2008 and 2007

Governmental Activities Business-type Activities Totat
2008 2007 2008 2007 2008 2007
Current and Other Assets $ 170,545486 $ 124,774,702 $ 3,001,168 $ 2,841,688 $ 173,546,654 § 127,616,391
Capital Assets 258415 419 214,628,701 23,334,636 24,046,457 281,750,055 238,676,158
Total Assets $_428960905 $.339.404.403 $_26335804 $.26888146  $.455206709 $.366.292,549
Long-Term Liabilities $ 240,014,260 $ 200,391,184 $ 1940821 $ 195847 $ 241,955,181 $ 200,587,041
Other Liabilities 24,174,156 26,087,494 2,604,779 3,564,088 26,778,935 29,651,582
Total Liabilities $ 264188416 $.226478688 $._.4545700 $_3,750935  $.266734116 $.2302368623
Net Assets:
Invested in Capital Assets
Net of Related Debt $ 70675038 $ 52,775,852 $ 21,571,862 $ 24,046,457 $ 92,246,900 $ 76,823,309
Restricted for Debt Service 48,605,864 18,695,106 - - 48,605,864 18,695,106
Unrestricted (Deficit) 45,491,587 41,453,767 218242 {918,246} 45.709.829 40,535,511
$. 164772489 5112925719 $.21,790104 $.23.128211  $_186562503 $.136.053,920

The County's total net assets increased by $50,508,667 during the 2008 fiscal year. Key elements of this increase are as follows:

e 'There was an increase in the County’s governmental current and other assets of $45.7 million, which increased mostly because of
the $19.3 million increase in cash within the County’s County wide general obligation bonds fund as of June 30, 2008 compared o
June 30, 2007. This increase resulted from the cash realized but not spent as of June 30, 2008 from the County’s $17.5 million
refunding bond issuance. Also, the County’s sales fax projects fund's cash increased by approximately $16.3 miliion and other
current assets increased by $3.1 million over the previous fiscal year due to the 1% referendum local sales tax monies realized for
the full fiscal year. The 1% referendum local sales tax collections began in the last quarter of the 2007 fiscal year. Additionally,
there was a $5.1 million increase in the New River Tax Increment Financing's (TIF) debt service fund equity in pooled cash and
investments. The $5.1 million increase was the result of the County's TIF reconclliation and an increase of $2 million in tax

revenues from the 2007 fiscal year to the 2008 fiscal year.

e The County's governmental net capital assets increased by $43.8 million. This increase occurred mostly from the County's $21.6
million in purchases of fand and easements, $19.7 million of investments in infrastructure, and $4.0 million in upgraded radios for
improved communications abifities in the event of emergencies. See the capital assets and debt administration section below for

more detail.

.  The $17.5 million bond issuance and a $25.5 million bond issuance were also the main cause of the increases within the County's
governmental activities restricted for debt service net assets and long-term liabilities. The increases in debt service net assets and

{ong-term liabilities were $38.9 miliion and $39.7 mitlion, respectively.

« . Forthe County's business-type activities, there was an increase of approximately $.7 million in liabilities. This increase mostly
related to the $1.8 million note the County's general fund issued to the Hitton Head Istand Airport for the consfruction of hangers at
the airport, net of the Hilton Head Island Airport's net $.4 million pay-down of its current advances from the County’s general fund,
the Lady's Island Airport's net $.2 miflion pay-down of its current advances from the County's general fund, and a $.1 million
decrease in Hilton Head lsland Airport’s accounts payable from June 30, 2007 to June 30, 2008.
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. Revenues:

Program Revenues:
Charges for Services
Operating Grants and
Contributions
Capital Grants and
Contributions
General Revenues:
Property Taxes
Grants and Contributions
Unrestricted Investment
Earnings
Transfers in / (Out)
Miscellaneous
Total Revenues

Program nses
Governmental Activities:
General Government
Public Safety

Public Warks

Public Health

Public Welfare

Cultural and Recreation
Interest

Business-Type Activities:
Garage

Stormwater Utility
Lady’s Island Airport
Hilton Head Airport
Total Expenses

Excess Revenues over

Expenses

Net Assets, Beginning

Net Assets, Ending

BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Beaufort County’s Changes in Net Assets
For the Fiscal Years Ended June 30, 2008 and 2007

Govemmental Activities Business-type Activities Total

2008 2007 2008 2007 2008 2007
$ 31,413,093 $ 32,302,521 $ 10,385,146 § 8,887,802 $ 41,798,238 $ 41,180,323
8,312,520 6,980,330 244,468 219,079 8,556,988 7,199,409
33,285,927 8,567,228 1,004,624 1,334,933 34,290,551 9,902,161
81,399,195 72,584,375 - - 81,399,195 72,584,375
9,621,104 7,719,638 - - 9,621,104 7,719,639
4,701,846 4,173,902 86,760 174,319 4,788,606 4,354,221
1,863,867 - (1.863,867) ; - -
9,342 263 2,838,808 270 4320 9342 533 2843128
179,939,815 135,172,803 9,857,401 10.620.453 189,787,216 145,793,258
27,566,886 24,863,032 - - 27,566,886 24,863,032
45,505,447 40,322,530 - - " 45,505,447 40,322,590
21,017,930 19,507,135 - - 21,017,830 18,607,135
9,545,159 8,434,863 - - 9,545,158 8,434,863
2,082,811 1,460,053 - - 2,082,811 1,460,053
11,682,873 10,527,430 - - 11,682,973 10,527,430
10,691,835 9,238,679 - - 10,691,835 9,238,679
- - 4,778,275 4,186,346 4,778,275 4,186,346
- - 2,896,205 2,528,367 2,896,205 2,528,367
- - 845,648 673,942 845,648 673,942
- = 2675379 2,107,556 2.675.378 2,107,556
128,093,041 114,353,782 11,195,608 9,486,211 139,288.548 123,849,993
51,846,774 20,819,021 (1,338,107} 1,124,242 5¢,508,667 21,943,263
112,925,715 92,106,694 23,128,211 22.003.969 136,053,926 114,110,663
$.112,925 715 $.21780104 $.23128211  $.186562.503 $.136.053.920

$.164.772.489
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 -

Govemmental activities increased the County's net assets by $51.8 million, thereby accounting for 103 percent of the total growth in the net
assets of the County (net of the decrease in the County’s business-type activities net assets). Key elements of this net increase are as

follows:

The County’s.vgovernmenial capital grants and contributions revenues increased by $24.7 miflion compared to the 2007 fiscal year,
which was mostly due to the $20.9 million increase in the Cou nty’s sales tax projects fund revenues. As stated above the sales tax
projects fund relates to the 1% referendum local sales tax collections which were realized for the full 2008 fiscal year, as opposed to

part of the 2007 fiscal year (the first year of collections). i
o Inthe 2008 fiscal year property tax revenues increased by approximately $8.8 million {or 12.1%) over the 2007 fiscal year. The N
12.1% increase of property tax revenues in the 2008 fiscal year over the 2007 fisca! year is compared to a $3.9 million or 5.6% o
increase in property tax revenues in the 2007 fiscal year over the 2006 fiscal year and compared to a $3.0 million or 4,6% increase
in property fax revenues in the 2006 fiscal year over the 2005 fiscal year. increases in property taxes were due to increased millage

rates, increasing property values, increasing development, and an increasing population. R

Miscellaneous revenues also increased by $8.4 million, which was fueled mostly from $6.5 milfion in fitigation seftiement funds
realized by the County. $6.0 of the $6.5 million in seftlement funds refated to the settiement between the County and the builder of

the County’s administrative complex. O

The County’s public safety expenditures increased by $5.2 milfion during the 2008 fiscal year as compared to the 2007 fiscal year.
The increase resulted mostly from a $1.2 million other post employment benefits (OPEB) liability expenditure increase in fiscal year
2008 compared to fiscal year 2007. Starting in fiscal year 2008, the County began to recognize a total $3.4 million annual OPEB {0
cost, of which $1.2 milion is allocated to-the County’s public safety function, The recognized aliocated OPEB cost is in compliance ;‘. '
with the Governmentat Accounting Standards Board (GASB) issued Statement No. 45 entitled Accounting and Financial Reporting '
for Postemployment Benefits other than Pensions, which took effect in the 2008 fiscal year for the County. Additionally, purchases
of non-capitalized assets increased by $1.1 million in the 2008 fiscal year compared fo the 2007 fiscal year and the book value of
assets disposed totaled approximately $.2 milfion in the 2008 fiscal year, compared to no net book value of assets disposed of in the

C
2007 fiscal year. P

L

Business-type activities decreased the County’s net assets by $1.3 million, thereby accounting for a negative 3 percent of the total growth in (
the net assets of the County. Key elements of this netincrease ‘are as follows: \ i

. Expenses for the Hilton Head Island Airport increased by approximately $:2.4 milfion during the 2008 fiscal year compared {o the
2007 fiscal year. The cause of the increase resulted mostly from the County issuing a $1.8 million note in fiscal year 2008 for
hangers completed at the County’s expense at the Hilton Head Island Airport in fiscal year 2007.

-15- -




Lot BEAUFORT COUNTY, SOUTH CAROLINA
) MANAGEMENT'S DISCUSSION AND ANALYSIS
S FOR THE FISCAL YEAR ENDED JUNE 30, 2008

; Revenues by Source - Govemmental Activities
K Operating Grants
L Grants and  and Contributions  All Other Taxes
i Centributions not 486% 8.8%
Restricted

; 5.3%

Capital Grants and

;-‘ Charges for Seirvices . Contributions

o 17.5% 18.5%

:\; Expenditures by Program - Governmental Activities

- Public Health )

- 75% Public Welfare Public Safety

" Interest o 35.6%

oo Cultural and 1.6% .

: 8.3%

S Recreation

L 9.1%

a2l . Public Works

16.4% < General Government

21.5%
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Revenues by Source - Business-Type Activities

Hilton Head Island Lady's tsland Airport
: 8.0%
o t e
> - 49:8%

Stomwater Utility
33.0%

Expenses by Source - Business-Type Activities

Hilton Head Island
Airport Lady’s island Airport
O
23.9% 7.5% Garage

Stomwater Utility
25.9%
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS

As nioted earlier, Beaufort County uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental funds — The focus of the County's governmental funds is to provide information on near-term inflows, outflows, and balances
of spendable resources. Such information is useful in assessing the County’s financing requirements. in particular, unreserved fund bafance
may serve as a useful measure of a government's net resources available for spending at the end of the fiscal year.

Af the of the end of the current fiscal year, the County’s governmental funds reported combined ending fund balances of $155,615,408, an
increase of $46,983.809 in comparison with the prior year. Approximately one third of this total amount ($51,782,717) constitutes unreserved,
undesignated fund balance, which is available for spending at the government's discretion. The remainder of the fund balance is reserved to
indicate that it is not available for new spending because it has already been committed to 1) to liquidate contracts and purchase orders
($22,899,299), 2) to fund planned capital projects ($32,327,528), and 3) to pay debt service ($48,605,864).

General Fund — The general fund is the main operating fund of the County. At the end of the current fiscal year, unreserved, undesignated
fund balance of the general fund was $18,929,748, while the total fund balance was $19,756,991. As a measure of the general fund's
liquidity, a comparison is made of both unreserved fund bafance and total fund Balance to total fund expenditures. Unreserved fund bafance
represents approximately 21% of total general fund expenditures and transfers, while total fund balance represents approximately 22% of total

general fund expenditures.

County Wide General Obligation Bonds Fund — At the end of the current fiscal year, the total fund balance of the county wide general
obligation bonds fund was $21,807,616, all of which was reserved for debt service. The county wide general obligation bonds fund recognized
revenues of $11,527,395, total expenditures of $12,416,747, and $21,605,128 in other financing sources, for a net change in fund balance of
$20,715,776. '

Sales Tax Projects Fund — At the end of the current fiscal year, the total fund balance of the sales tax projects fund was $22.899,230, of
which $20,771,536 was reserved for encumbrances and $2,127,694 was reserved for capital projects. The sales tax projects fund recognized
revenues of $25,930,718 and total expenditures of $6,846,156, for a net change in fund balance of $19,084,562.

Real Property Program Fund — At the énd of the current fiscal year, the total fund balance of the reaf property program fund was $3,130,185,
all of which was reserved for capital projects. The real property program fund recognized revenues of $5488,156, total expenditures of
$20,908,819, and $20,000,000 in other financing sources, for a net change in fund balance of $4,589,337.

Bluffton Parkway Project Fund — At the end of the cument fiscal year, the total fund balance of the Bluffton Parkway project fund was
$3,630,417, of which $1,283,116 was reserved for encumbrances and $2,347,301 was reserved for capital projects. The Bluffion Parlway
project fund recognized revenues of $134,620, total expenditures of $10,587.211, and $5,500,000 in other financing sources, for a net change
in fund balance of {$4,962,591).

Details of the County’s govemmental funds are shown in the government-wide financial statements. Further details of the County’s general
fund are shown on Schedule “A” and further details of the County’s nonmajor governmental funds are shown on Schedules “B”, “C”, “D” and

“E

Proprietary funds ~ The focus of the County’s proprietary funds is to provide infarmation on near-term inflows, outflows, and balances of
spendable resources. Such information is useful in assessing the County proprietary funds’ financing requirements. As restrictions,
commitments, and other limitations on net assets significantly affect the availability of fund resources for future use, unreserved net assets
may serve as a useful measure of a goverament's proprietary net resources available for spending at the end of the fiscal year.
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BEAUFORT COUNTY, SOUTH CAROLINA {0
MANAGEMENT'S DISCUSSION AND ANALYSIS -
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

As of the end of the current fiscal year, the County's proprietary funds reported combined ending net assets of $21,790,104 an decrease of ”
$1,338,107 in comparison with the prior year. The decrease was mostly the result of the transfer of $1.8 miifion from the Hilton Head island j
Airport to the County's general fund, which corresponded to hangers the County built for the airport in the fiscal years 2007 and prior. in fiscal -
year 2008, the County reclassified the hangers from a contribution to a fiability and issued a $1.8 million note to the Hilton Head Island Airport.

Garage — At the end of the current fiscal year, the net assets of the garage fund was $183,300, of which $231,178 was invested in capital
assets, net of related debt, leaving a deficit balance of $47,878 in unrestricted net assets. The garage fund recognized operating revenues of i
$4,913,862, total operating expenses of $4,778,275, and $270 in net non-operating revenues, for a change in net assets of $135,857. {“ }

Stormwater Utility — At the end of the current fiscal year, the net assets of the stormwater utifity fund was $3,076,393, of which $1,432,554
was invested in capial assets, net of related debt, leaving a balance of $1,643,839 in unrestricted net assets. The stormwater utility fund —
recognized operating revenues of $3,233,196, total operating expenses of $2,896,205, and $19,681 in net non-operating revenues, for a \\ D
change in net assets of $356,672. {

Lady's Island Airport ~ At the end of the current fiscal year, the net assets of the Lady's Island Airport fund was $3,091,388, of which

$3,309,380 was invested in capital assets, net of related debt, leaving a deficit balance of $307,992 in unrestricted net assets. The Lady's {
Isfand Airport recognized operating revenues of $729,620, total operating expenses of $781,425, and $6,304 in net non-operating expenses, {0
for a change in net assets of (358,109). P

[N

Hilton Head Island Airport - At the end of the current fiscal year, the net assets of the Hilton Head Island Airport fund was $15,439,023, of .
which $16,508,750 was invested in capital assets, net of related debt, leaving a deficit balance of $1,069,727 in unresiricted net assets. The { i
Hilton Head Isiand Alrport recognized operating revenues of $1,752,936, total operating expenses of $2,204,325, and $1,321,138 in net non-

operating expenses, for a change in net assets of {$1 ,772,527). ‘f
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GENERAL FUND BUDGETARY HIGHLIGHTS

BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Original Budget to Final Budget Comparison for the Fiscal Year Ended June 30, 2008

Revenues:
Taxes
Licenses and Permits
Intergovernmental
Charges for Services
Fines and Forfeitures
Interest
Miscellaneous

Total Revenues

Expendituzes:

General Governiment

Public Safety

Public Works

Public Health

Public Welfare

Culture and Recreation
Total Expenditures

Excess of Revenues Over (Under)

Expenditures

Other Financing Sources (Uses)

Transfers In
Transfers Out
Totaf Other Financing
Sources {Uses)

Net Change in Fund Balance

Fund Balance at the
Beginning of the Year

Fund Balance at the
End of the Year

~20 -

Variance with
Qriginal Budget
Original Final Positive
Budqet Budget {Negative)
$ 61,828,000 $ 61,828,000 $ -
5,461,603 5,461,603 -
7,894,349 7.894,349 -
11,649,817 11,649,817 -
864,440 864,440 -
705,000 705,000 -
315,100 315100 -
88,718,309 88,718,309 -
23,054,464 21512717 1,541,747
39,010,991 39,941,525 {930,534)
16,727,486 17,557,837 (830,351)
2,665,656 3,067,186 (401,530}
471,585 986,085 (514,500}
8,693,301 8,828,337 135,036
90,623,483 91,893,687 (1,270,204}
{1,905,174) {3,175,378) (1,270,204)
4,957,500 5,812,500 855,000
{3,060,572) (3.060,572) -
1,896,928 2,751,928 855,000
(8.:246) (423,450) (415.204)
21642520 21,642,520 -
$ 21634274 £5.21219070 & __ (415204}




BEAUFORT COUNTY, SOUTH GAROLINA (o
MANAGEMENT'S DISCUSSION AND ANALYSIS g
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 —

The general fund original budget's net assets varied from its final budget's net assets by ($415,204). Key elements of this net budget

increase are as follows:

)

e  The County's general govemnment original expenditures budget was revised downward by approximately $1.5 million during the i /;
2008 fiscal year. In this, there was a $1.6 million decrease in the County's general contingency budget and a $.7 million decrease in ()

the County’s various agency subsidies from their original budgeted amounts. These decreases were actually allocations out of the “\

B

general government’s expenditures budget to other general fund expenditure types. See the other key elements below for more
detail. The decreases in the County's general government budget were offset mostly by increases of approximately $.2 million in )

purchased professional services within the County planning and comprehensive plan’s budget, approximately $.2 million in N

_ purchased services budget increases within the County business license office relating to professional services purchases for the N
business license audit, and approximately $.2 million in direct subsidies budget increases for the County’s housing coordinator. ‘ -

«  The public safety expenditures budget was revised upward by $.9 million. This mostly came from $1.2 million in capital expenditure Z\W.\)
additions to the County's public safety budget. These extra expenditures included approximately $.9 million in capital expenditures {\__“}

on vehicles for the Sheriff's Department. The $1.2 milfion increase in capital expenditures was mostly offset by budget adjustments R

that decreased fhe Sheriffs Office personnel budget. Some of the $1.2 million in public safety expenditure budget increases were Li
aflocations from the County's general govemment expenditures general contingency. See above for more detail. -

o  There also was an increased $.8 million budget revision to the County’s public works expenditures. This included an additional $.5 )
million in budget incrzases for the County’s faciliies maintenance department and public works department for capital asset L)

expenditures. Additionally, there was a $.2 milfion original to final budget increase within the public works department’s purchased ;
¢

services, most of which was aftributable fo cleaning services. )
s  Additionally, there was a net $.5 million County public welfare expenditure budget increase relating to subsidy budget increases. In :
this, the County increased the original subsidy budgets of the Lowcountry Regional Transit Authorit& by $247,000 and the budgets
of Senior Services of Beaufort and Together for Beaufort by $70,000 each. These public welfare expenditure budget increases \ M
came mostly from the $.7 million general government agency subsidy allocation. See above for more detail. .
s+  The public health expenditure budget was revised upward by approximately $.4 million mostly due to a $.2 million increase in the =
County’s mosquito control department’s capital asset expenditures budget and a $.2 million increase in the County's public heaith -

subsidies, $140,000 of which went to an increased subsidy budget for Coastal Empire Mental Health. These public health . \
general government agency subsidy allocation. See above for mare

expenditure budget increases came mostly from the $.7 miflion
detail. o

Lastly, the original budget for transfers into the County's general fund was increased by approximately $.9 million. This was '
accounting for an additional expected $855,000 draw down of fund balance by the County's general fund.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Final Budget to Actual Comparison for the Fiscal Year Ended June 30, 2008

. Variance
with Final Budget
Final Positive
- Budget Actual __Negative
Revenues:
' Taxes $ 61828000  $ 60,474,820 $(1,353,180)
Licenses and Pemits 5,461,603 3,894,583 (1,567,020}
. Intergovernmental 7,894,348 8,649,634 755,285
Charges for Services 11,649,817 10,568,767 (1,081,050)
Fines and Forfeitures 864,440 1,029,600 165,160
Interest 705,000 1,015,196 310,196
Miscellaneous 315,100 565,823 250,723
Total Revenues 88,718,309 86,198,423 (2,519,886}
o Expenditures:
General Govemment 21,612,717 20,963,806 548,911
Public Safety 39,941 525 38,617,353 1,324,172
Pubiic Works 17,557,837 15,046,656 1,611,181
P Public Health 3,067,186 2,975,284 91,902
- Public Welfare 986,085 931,321 54,764
Lo Culture and Recreation 8,828,337 8.658.731 169,606
Total Expenditures 91,893,687 §8,093,151 3,800,536
{jf Excess of Revenues Over (Under)
- Expenditures (3,175,378) (1,894,728) 1,280,650
O Other Financing Sources (Uses)

) {-Q :';1 Transfers In 5,812,500 2,251,087 (3,561,413)
o Transfers Out (3,060,572) (2.241,888) 818,684
- Totat Other Financing
Sources (Uses) 2,751,928 9,199 (2,742,729)
& Net Change in Fund Balance (423,450) {1,885,529) (1,462,079}
\ .

" Fund Balance at the
\ Beginning of the Year 21,642 520 __ 21642520 -
Fund Balance at the
End of the Year $ 21219070 $ 19756991 & (1482079
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

The actual net assets of the County’s general fund criginal budget’s net assets varied from its final budgef’s net assets by {$415,204). Key -
i

elements of this net budget increase are as follows:

The County’s tax revenues were approximately $1.4 million less than the final budget had projected. The shorifall in tax revenues

was primarily caused by the downturn in the housing market and increased home foreclosures, which foliows national housing and

foreclosure trends.
«  The County’s licenses and permits fevenues were also approximately $1.6 million fess than the final budget had projected due to

the fact that the County's building permit revenues were $.9 milfion less than budgeted and the County's business license revenues

were $.7 million less than budgeted. These shorifalls in revenues were caused primarily by the declining economy, especially within
new housing construction. =
Additionally, actuai charges for services revenues were approximately $1.0 million less than budgeted. This was caused mostly L
from a $1.2 million shortfall within the register of deeds’ revenues from the original budget. This too was mostly caused from the

national downtum in the housing market. L
o Toreact to the decreasing revenues, the County decreased its expenditures by approximately $3.8 million. These decreases came -
mostly within a $1.3 million positive budget fo actual variance within public safefy expenditures and a $1.6 million positive budget to N

actual variance within public works expenditures.
The $1.3 million positive variance within the County’s public safety expenditures from the final budget came mo!

personnel expenditures being a combined $.7 million less within the County’s sherifPs office, communicationsftraffic

actuat capital expenditures were

o stly from

management department, and emergency services depariment. Additionally,

approximately $.3 million less than budget within the County’s emergency services department.

o The $1.6 million positive variance within the County's public works expenditures from the final budget came mostly from L)

$1.1 million less in purchased solid waste disposal services used by the County’s solid waste/recycling department. Also, 7
personne! expenditures were approximately $.5 million less than budgeted for the County’s facilities maintenance, public S

works, engineering, and solid waste/recycling departrhents. L

o Lastly, transfers in were approximately $3.6 wmillion less than budgeted. This was due to the fact that the County originally had i !
planned to use the $56.3 million of the general fund prior year's fund balance. The $5.3 million prior year fund balance was not used \ _}

and was offset partially by a $1.8 million transfer from the County’s Hilton Head Island Airport proprietary fund related to the County K}
issuing a $1.8 million note in fiscal year 2008 for hangers completed at the County's expense at the Hilton Head Island Airport in o

fiscal year 2007. -
[EE
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BEAUFORT COUNTY, SOUTH CARCLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capitai Assets ~ Beaufort County’s investment in capital assets for its govemmental and business-type activities as of June 30, 2008 was
$281,750,055 (net of accumulated depreciation). This investment in capital assets includes land and easements, buildings and improvements,
infrastructure, and equipment. The total increase in the County’s investment in capital assels for the current fiscal year was 18 percent (in
which governmental activities capital assets increased by approximately 21 percent and business-type activities capital assets decreased by

approximately 3 percent).
Beaufort County’s Capital Assets
{Net of Depreciation)
June 30, 2008 and 2007

Governmental Activities Business-type Activities Total

2008 2007 2008 2007 2008 2007
tand and Easements $ 75884513 § 54310250 $ 13,802,425 § 13,802,425 $ 89,686,938 § 68,112,675
Construction in Progress 15,160,362 29,618,525 53,169 63,867 16,213,521 29,682,392
Buildings and Improvements 86,889,036 87,489,329 7,364,694 7,604,784 94,253,730 95,004 113
Infrastructure 65,844,924 33,292,748 - - 65,844,924 33,202,748
Equipment 14,636,584 9,918,849 2,114,358 2.575.381 16,750,942 12,494,230
Total Capital Assets $.258415419 $.214620701 §_23334636 $.24046457 5281750065 9238676158

Major capital asset events during the cument fiscal year inciuded the following:

s  The County purchased approximately $21.6 milfion in governmental activities land and easements for the County’s rural and critical -

lands program.
s Also, the County made approximately $19.7 million of investments in infrastructure, wﬁich included $10.4 million in additional

improvements to the Bluffton and Buckwalter Parkways.
«  In addition, the County purchased $4.0 million in upgraded radios for improved communications abilities in the event of
emergencies, which is included in governmental aclivities equipment.

Additional information on the County’s capital assets can be found in note 4 on pages 48 through 50 of this report.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 -

Long-Term Debt — At the end of the current fiscal year, Beaufort County had $242,247,865 of total long-term debt outstanding. Of this

amount, $177,515,000 comprises of debt backed by the full faith and credit of the government.

Beaufort County’s Outstanding Debt

June 30, 2008 and 2007
Governmental Activities Business-type Activities Total
2008 2007 2008 2007 2008 2007
General Obligation Bonds $ 177,515,000 § 141,670,000 3 - $ : - $ 177,515,000 § 141,670,000
TIF Revenue Bonds 62,760,000 63,190,000 - - 62,760,000 63,190,000
Notes Payable - - 1,762,774 382,191 1,762,774 382,191
Capital Leases 210,091 240,588 - - 240,091 240,588

Total Outstanding Debt $.240485001 $_205100588 S 1762774 9382191  $.242.247.863 $.205,482.779
Major outstanding debt events during the current fiscal year included the following:

s In September 2007, the County issued $25,500,000 of Generat Obligation Bonds bearing interest rates of 4.0% to 5.0% and with
varying maturity dates through 2027. $20,000,000 of the proceeds of these bonds was used for the County’s rural and critical lands
projects and the remaining $5,500,000 of the proceeds of these bonds was used for the Buckwalter Parkway extension.

»  in October 2007, the County issued $17,530,000 of General Obiigation Bonds bearing interest rates of 4.0% to 5.0% and with

varying maturity dates through 2020. The proceeds of these bonds were used for various County projects.
»  The County issued a $1.8 miliion note from the County's general fund lo the Hilton Head Island Airport for the construction of
hangers at the airport, which were completed in the 2007 fiscal year.

+  Lastly, there was $8,064,914 in debt service principle paid during the fiscal year.

The County maintains an underlying, uninsured “AA” bond rating from Standard & Poor's Rating Group, an underlying, uninsured “Aa2” bond
rating from Moody’s Investors Service, and an underlying, uninsured *AA-" bond rating from Fitch for its most recent general obligations bonds.
Additionally the County maintains an underlying, uninsured “A-" bond rating from Standard & Poor's Rating Group, and an insured "AA" bond

rating from Fitch for its most recent TIF revenue bonds.

State statutes fimit the amount of general obligation debt a governmental entity may issue to 8 percent of its total assessed valuation less debt
issued by referendum and debt issued and paid by other sources. The current debt limitation for the County is $88,104,325. Beaufort County

was $44,708,501 under this legal limit at June 30, 2008.

Additional information on the County's long-term debt can be found in note 5 on pages 51 through 56 of this report.
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BEAUFORT COUNTY, SOUTH CAROLINA
0 MANAGEMENT'S DISCUSSION AND ANALYSIS
- FOR THE FISCAL YEAR ENDED JUNE 30, 2008

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The unemployment rate for Beaufort County was 3.7 percent at June 30, 2008, which is a decrease from a rate of 4.3 percent a year
ago. This compares favorably with the State of South Carolina’s average unemployment rate of 6.1 percent at June 30, 2008 and

the national average unemployment rate of 5.6 percent.
The housing market downtum began to affect the County during the 2008 fiscal year, however the downturn in the County was

much less severe than in other areas around the country.
o  The cost of living in this region still compares favorably to other areas of the country.

All of these factors were considered in preparing Beaufort County’s budget for the 2008 fiscal year.

, During the 2008 fiscal year, unreserved, undesignated fund balance in the general fund decreased by $624,026. No fund balance of the
S general fund has been appropriated for spending in the County’s 2009 fiscal year original budget.

("3 REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of Beaufort County's finances for afi those with an interest in the govemmient's
finances. Questions concerning any of the information provided in this report or requests for addifional financial information should be
addressed fo the Finance Department, Post Office Box 1228, Beaufort, SC 28901-1228.
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Window to the Pa

“ The elegant tabby ruins of the Edwards plantation house on Spring
Island have a mystical quality. Old-time South Carolina coastal
construction with tabby aesthetically intrigues me and although most
historic tabby buildings have been destroyed by fire, the timeless
beauty of their ruins remains a tribute to the enslaved workers who

built them, ”




Exhibit 1
BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF NET ASSETS

(. dune 30, 2008
M Govemmental Business-Type
A Activities Activities Totals
o ASSETS
o Current Assefs .
_” Cash and Equity in Pooled Cash and {nvestments $ 141,745,277 $ 1,393,504 3 143,138,781
‘N Receivables, Net 16,589,114 1,231,671 17,820,785
bl Due from Other Govemnments 5,636,303 - 5,636,303
7 N
iy Advances to Other Funds 1,750,033 - 1,750,033
P inventories - 304,267 304,267
R Propaid Expenditures 91,717 71,726 163,443
{ 165,812,444 3,001,168 168,813,612
Noncurrent Assets
Equity in Pooled Investments 3,009,390 - 3,000,390
Advances to Other Funds 1,723,652 - 1,723,652
4,733,042 - 4,733,042
{5 Capital Assets
R Non-Depreciable 91,044,875 13,855,584 104,900,459
e Depreciable 167,370,544 9,479,052 176,849,566
(L 268,415,419 23,334,636 281,750,055
{3
o Total Assels 428,960,905 26,335,804 455,286,709
LIABILITIES
Liabilities
Accounts Payable 9,456,445 746,544 10,202,889
Accrued Payrofl 2,931,028 108,202 3,038,230
Accrued Interest Payable 3,648,037 - 3,648,037
Current Porfion of Long Term Debt 6,476,701 39,122 6,515,823
Advances Payable fo Other Funds - 1,710,911 1,710,911
Due to Others 1,656,323 ~ 1,656,323
Deferred Revenues 5,622 - 5,622
24,174,156 2,604,779 26,778 935
" Long Temm Liabilitles
. Accrued Compensated Absences 2,763,940 77,411 2,841,351
Net Other Postemployment Benefits Obligation 3,241,930 139,858 3,381,788
Long-Term Obligations 234,008,350 1,723,662 235,732,042
240,014,260 1,940,921 241,855,181
Total Liabilities 264,188,416 4,545,700 268,734,116
NET ASSETS
Invested in Capital Assets, Net of Related Debt 70,675,038 21,571,862 92,246,900
Restricted for Debt Service 48,606,864 - 48,605,864
Unrestricted {Deficit) 45,491,587 218,242 45,709,829
Total Net Assets $ 164,772,489 $ 21,790,104 $ 186,562,593

The accompanying notes are an integral part of these financial statements.
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BEAUFORT COUNTY, SOUTH CAROLINA P

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2008 ‘.
Program Revenues L
Charges for Operating Grants Capital Grants i
Expenses Services and Contributions and Contributions .
Functions/Programs et
Governmental Activities ;o
General Government $ 27566886 $ 13170035 $ 827,308 § 5,010,000 A
Public Safety 45 505,447 7,980,064 1,096,323 795,350
Public Works 21,017,930 7,016,889 552,578 27,480,577 i
Public Health 9,545,159 410,076 4,816,142 -

Public Welfare 2,082,811 16,525 478,095 - ’
Cultural and Recreation 11,682,973 2,809,504 542,074 - -
Interest 10,691,835 - - - P
Total Governmental Activities 128,093,041 31,413,003 8,312,520 33,285,927 \
Business-Type Activities K .
Garage 4,778,275 4,913,862 - - i
Stormwater Utility 2,896,205 3,233,196 - - T
Lady's istand Alrport 845,649 729,620 - 121,787 (.
Hilton Head Airport 2,675,379 1,508,468 244,468 882,837 (o

Total Business-Type Activities 11,195,508 101,385,146 244,468 1,004,624

Ay

Total $ 139288549 § 41798239 § 8556988  § 34290561

General Revenues & Transfers
Taxes
Grants and Contributions Not Restricted O
Unrestricted Investment Eamings S
Transfers in/ (Qut)
Miscellaneous

Total General Revenues & Transfers O

Change in Net Assels

Net Assets, Beginning

Net Assets, Ending N

The accompanying notes are an integral part of these financial statements. -
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Exhibit 2

Net (Expense) Revenue and

Ty Changes in Net Assets
o Primary Government
L Govemmental Business Type
) Activities Activities Totals
{n $ (8.559,543) § - % (8,559,543)
{35,623,710) - (35,623.710)
\‘ - 14,032,114 - 14,032,114
- (4,318,941) - 4,318,941)
S {1,588,191) - {1,588,191)
j - {8,331,395) - (8,331,395)
D, _ (10,691,835) - {10,691,835)
(G (55,081,501) - (55,081,501)
{5
. 135,587 135,587
4 - 336,991 336,991
' - 5,758 5,758
- (39,606) (39,606)
- 438,730 438,730
) $  (55081501) § 438,730 $_ (54642771
$ 81,399,195 $ -8 81,399,195
9,621,104 - 9,621,104
4,701,846 86,760 4,788,606
1,863,867 {1,863,867) .
Lo 9,342,263 270 9,342,533
106,928,275 (1,776,837) 105,151,438
_ 51,846,774 (1,338,107) 50,508,667
112,925.715 23,128,211 136,053,026

$ 164,772 489 $ 21,790,104 $ 186,562,593
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BEAUFORT COUNTY, SOUTH CAROLINA

BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2008
County Wide
General
Ohbligation Sales Tax
General Bonds Projects
ASSETS
Cash and Equity in Pooled Cash and Investments $ 16,963,419 $ 20,230,545 $ 16,285,029
Receivables, Net 4,063,589 1,705,490 7,783,702
Due from Other Governments 2,750,352 49 -
Advances to Other Funds 3,473,685 - -
Prepaid Expenditures 85,848 - -
Total Assets $ 27,336,804 $ 21,936,084 3 24,068,731
LIABILITIES AND FUND EQUITY
Liabilities
Accounts Payable $ 2,967,386 3 - 3 1,169,501
Accrued Payrolt 2,569,817 . - -
Due to Others 1,308,938 - -
Deferred Property Tax Revenue 703,762 128,468 -
Defemred Revenue - - .
Total Liabifities 7,579,903 128,468 1,169,501
FUND BALANCE
Reserved for Encumbrances 827,243 - 20,771,536
Reserved for Capital Projects - - 2,127,684
Reserved for Debt Service - 21,807,616 -
Unreserved 18,929,748 - -
Total Fund Balance 19,756,991 21,807,616 22,899,230
Totatl Liabilities and Fund Balance $ 27,335,894 $ 21,936,084 $ 24,068,731

The accompanying notes are an integral part of these financial statements.
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Real Bluffton Nonmaijor Total
Property Parkway Governmental Govemmental
Program Project Funds Funds

2,929;831 3,361,646 $ 84,984 397 144,754,667
210,000 323,912 2,502,421 16,589,114
- - 2,885,902 5,636,303

- - - 3,473,685

- - 5,868 91,717
3,139,631 3,685,558 $ 90,378,588 170,545,486
9,446 55,141 $ 5,254,971 8,456,445

- - 331,211 2,931,028

- - 347,385 1,656,323

- - 48,430 880,660

- - 5,622 5,622

9,446 55,141 5,987,619 14,930,078

- 1,283,116 17,404 22,898,299
3,130,185 2,347,301 24,722,348 32,327,528
- - 26,798,248 48,605,864

- - 32,852,969 51,782,717
3,130,185 3,630,417 84,390,969 155,615 408
3,139,631 3,685,558 $ 50,378,588 170,545,486
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Exhibit 3

Continued

BEAUFORT COUNTY, SOUTH CAROLINA e

RECONCILIATION OF THE BALANGCE SHEET OF GOVERNMENTAL ﬂ

FUNDS TO THE STATEMENT OF NET ASSETS -

June 30, 2008 e

Total Governmental Fund Balances (Exhibit 3) $ 155,615,408

Amounis reported for governmental activities in the statement of net assets are different because: /
Capital assels used in governmental activities are not financial resources and, therefore, are

not reported in govermnmental funds 258,415,419 .

Other fong-term assets are not available to pay for current period expenditures and, therefore,

are reported as deferred in governmental funds - property taxes 880,660 Lo

Long-term liabilities, including bonds payable, are not due and payabie in the current period \ J

and, therefore, are not reported in governmental funds P

Accrued Interest Payable (3,648,037) \

Current Portion of Long Term Debt (6,476,701) L

Accrued Compensated Absences ’ (2,763,940) o

Net Other Post Employment Benefits Obligation (3,241,930)

Long-term obligations (234,008,390) Lo

Net Assets of Governmental Activities $ 164,772,489

=
"
3

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

[ac Bean

“I had just come across the word allée in a mystery novel set in France, but
hadn’t made the connection with our Southern variety until I drove past this
one. I did a double-take and made a probable illegal U-turn to take its
picture in the early morning ‘slant of light.” I love perspective shols
anyway, especially ones like these that curve away into infinity.”




BEAUFORT COUNTY, SOUTH CAROCLINA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2006

County Wide
General
Obligation Sales Tax
General Bonds Projects
Revenues
Taxes $ 60,474,820 $ 9107612 3 -
Licenses and Permits 3,894,583 - -
Intergovemmental 8,649,634 187,213 25,631,506
Charges for Services ) 10,568,767 - -
Fines and Forfeitures 1,028,600 - -
Interest 1,015,186 787,746 399,212
Settlements - - -
Miscellaneous - 565,823 1,444,824 -
Total Revenues 86,198,423 11,527,395 25,930,718
Expenditures
General Govermnment 20,963,806 - -
Public Safety 38,617,353 - -
Public Works 15,846,656 - -
Public Health 2,975,284 - -
Public Welfare 931,321 - -
Cultural and Recreation 8,658,731 - -
Debt Service - Principat - 6,685,000
Debt Service - Interest and Fees - 5,731,747 -
Capital Projects - - 6,846,156
Total Expenditures 88,083,151 12,416,747 6,846,156
£xcess of Revenues Over (Under) Expenditures (1,804,728) {889,352) 19,084,562
Other Financing Sources (Uses)
Issuance of Bonds - 17,530,000 -
Transfers In 2,251,087 4,075,128 -
Transfers Out {2,241,888) - -
Total Other Financing Sources (Uses) 9,199 21,605,128 -
Net Change in Fund Balance {1,885,529) 20,715,776 19,084,562
Fund Balance at the Beginning of the Year 21,642,520 1,091,840 3,814,668
" Fund Balance at the End of the Year $ 19,756,991 $ 21,807,616 $ 22899,230

The accompanying notes are an integral part of these financial statements.
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Real Blufiton Nonmajor Totals
Property Parkway Govemmental Governmental
Program Project Funds Funds

$ - $ ~ $ 11,336,860 $ 80,919,392
- - 11,349,933 15,244,516
5,010,000 - 11,841,198 51,219,551
- - 4,311,877 14,880,644

- - 258,333 1,287,933

488,149 134,620 1,876,923 4,701,846

- - 8,503,786 6,503,786

7 - 1,080,806 3,091,560
5,498,156 134,620 48,559,816 177,849,228
- - 3,318,141 24,281,947

- - 4,012,204 42,629,557

- - 3,558,404 19,505,060

- - 6,673,427 9,648,711

- - 621,330 1,552,651

- - 705,935 9,364,666

- - 930,000 7,615,000

- - 4,387,498 10,119,245

20,908,818 10,597 211 12,680,483 51,042,649
20,808,819 10,597,211 36,897,402 175,759,486
{15,410,663) {10,462,591) 11,662,514 2,089,742
20,000,000 5,500,000 - 43,030,000

- - 12,516,563 18,842,778
- {14,737.023) (16,978,911}

20,000,000 5,500,000 {2,220 ,460) 44,893,867

4,589,337 (4,962,591) 9,442,054 46,983,609

{1,459,152) 8,593,008 74,948 915 108,631,799

$ 3,130,185 $ 3,6830417 $ 84,390,963 $ 155,615,408
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BEAUFORT COUNTY, SOUTH CAROLINA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2008

Total Net Change in Fund Balances - Governmental Funds (Exhibit 4)
Amounts reported for governmental activities in the statement of activities are different because:

Government funds report capital outlays as expenditures. However, in the statement of activities
the cost of those assets are allocated over thelr estimated useful lives and reported as depreciation
expense. This is the amount by which capital outlay excluded depreciation in the curent period
Capital Outlay
Depreciation

In the statement of activities, the loss on disposal of capital assets is reported. Conversely,
govemnmental funds do not report any gain or loss on disposal of capital assets.
Net Book Value of Capital Assets Disposed

Because some property taxes will not be coliected for several months after the County’s fiscal
year ends, they are not considered "available" revenues in the governmental funds
Increase in Deferred Property Taxes

The issuance of iong-term debt (bonds, ieases) provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds. Neither transactions has any affect on net assets

tssuance of Long-Term Bonds

Bond Principal Payments

Capital Lease Principal Payments

Some expenses reported in the statement of activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in governmental funds

increase in Accrued Interest
increase in Accrued Compensated Absences
increase in Other Post Employment Benefit Cost

Change in Net Assets of Governmental Activities

The accompanying notes are an integral part of these financial statements.
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$ 46,983,609

54,716,472

{10,741,5637)

(189,217)

479,803

{43,030,000)
7,615,000
30,497

{6573,289)
{202,634}

(3,241,930

$ 51,846,774




Exhibit §

. BEAUFORT COUNTY, SOUTH CAROLINA
L STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
S BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended June 30, 2008

GENERAL
= Variance
3 with Final Budget
0 Original Final Positive
o Budget Budget Actual {Negative)
L Revenues
T Taxes $ 61,828,000 $ 61,828,000 $ 60,474,820 $ (1,353,180}
o Licenses and Pemits 5,461,603 5,461,603 3,894,583 (1,567,020)
L intergovernmental 7,894,349 7,894,349 8,649,634 755,285
. Charges for Services 11,649,817 11,649,817 10,568,767 (1,081,050}
N Fines and Forfeitures 864,440 864,440 1,028,600 165,160
Interest 705,000 705,000 1,015,196 310,196
Miscellaneous 315,100 315,100 565,823 250,723
0 Total Revenues 88,718,309 88,718,309 86,198,423 (2,519,886}
. v Expenditures )
o General Government 23,054,464 21,512,717 20,963,806 548,911
Public Safety 38,010,991 39,941,525 38,617,353 1,324,172
Public Works 16,727,486 17,557,837 15,946,656 1,611,181
Public Health 2,665,656 3,067,186 2,975,284 91,902
Public Welfare 471,585 986,085 931,321 54,764
o Cultural and Recreation 8,693,301 8,828,337 8,658,731 169,606
b Total Expenditures 90,523,483 91,893,687 88,003,151 3,800,536
{. Excess of Revenues Over (Under) Expenditures (1,805,174) (3,175,378} (1,894,728) 1,280,650
ko Other Financing Sources {Uses)
{ ] Transfers in - 4,957 500 5,812,500 2,251,087 {3,561,413)
(i Transfers Out (3,060,572) (3,060,572 (2,241,888) 818,684
\ Total Other Financing Sources (Uses) 1,896,928 2,751,928 9,199 (2,742,728
4
Net Change in Fund Balance (8,246) {423,450) (1,885,529) (1,462,079}
Fund Balance at the Beginning of the Year 21,642,520 21,642 520 21,642,520 -
Fund Balance at the End of the Year $ 21,634,274 $ 21,219,070 3 19,756,991 $ (1,462,079)

The accompanying notes are an integral part of these financial statements.
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ASSETS
Current Assets
Cash and investments with Trustee
Receivables, Net
fnternal Balances
Inventories
Prepayments
Total Current Assets

Capital Assets
Accumulated Depreciation

Total Assets

LIABILITIES
Liabllities
Account Payable
Accrued Payrolf
Current Portion of Advances
Payable to General Fund
Total Current Liabilities

Long Term Liabilities
Accrued Compensated Absences
Net Other Postemployment
Benefits Obligation
Advances Payable to General Fund
Total Long Term Liabilities

Total Liabilities

NET ASSETS

Invested in Capital Assets, Net
of Related Debt

Unrestricted (Deficit)

 Total Net Assets

BEAUFORT COUNTY, SOUTH CAROLINA

Exhibit 6

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
June 30, 2008
Stormwater Lady'’s island Hilton Head
Garage Utility Airport Airport Totals

$ 2,169 $ 1,390,763 $ 372 $ 200 $ 1,393,504

313,459 371,112 68,072 479,028 1,231,671

- - {240,000} 240,000 -

135,650 108,102 59,515 - 304,267
71,726 - - - 71,726
523,004 1,870,977 {112,041) 719,228 3,001,168
417,789 2,431,367 3,967,504 23,121,164 29,937,824
(186,611) {998,813) (568,124} (4,849,640) (6,603,188)
231,178 1,432,554 3,399,380 18,271,524 23,334,636

$ 754,182 $ 3,303,531 $ 3,287,339 $ 18,990,752 $  26,335804
566,007 23,885 82,624 74,018 746,544

1,933 63,682 4922 37,665 108,202

- - 103,849 1,646,184 1,750,033

567,940 87.577 191,395 1,757,867 2,604,772

145 44,457 1,758 31,060 77411

2,797 95,104 2,797 39,160 139,858

- - - 1,723,652 1,723,652

2,942 139,561 4,556 1,793,862 1,940,921
570,882 227,138 195,951 3,561,729 4,545,700
231,178 1,432,554 3,399,380 16,508,750 21,571,862
(47,878) 1,643,839 {307,992) (1,069,727) 218,242

$ 183,300 § 3,076,393 $  3.091,388 $ 15,439,023 $ 21,790,104

-The accompanying notes are an integral part of these financial statements.
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Exhibit 7
Jo BEAUFORT COUNTY, SOUTH CAROLINA
f'\ STATEMENT OF REVENUES, EXPENSES AND CHANGES N FUND NET ASSETS
L PROPRIETARY FUNDS
For the Year Ended June 30, 2008
'
Stormwater Lady's (sland Hiltors Head
) Garage Utifity Airport Airport Totals
L Operating Revenues
N Garage 8illings $ 1,773,853 $ - $ - $ - $ 1,773,853
! Fuel and Oil Sales 3,140,009 - 599,504 - 3,739,513
£ Stormwater Utility Fees - 2,910,758 - - 2,910,758
Stormwater Utifity Project Billings - 316,307 - - 316,307
Hanger Leases - - - 30,000 30,000
o0 FBO Concesslons - - - 22,005 22,005
. FBO Fuel Comission ; - . 96,985 96,985
Concession Sales - - 8,362 - 8,362
{3 Firefighting Fees - - - 267,911 267,911
o Landing Fees - - 14,894 196,266 211,160
Parking/Taxi Fees - - - 45,245 45,245
Rentals - - 105,852 827,399 934,251
) Passenger Facliities Charges - - - 101,257 101,257
1400 TSA Revenues - - - 143,211 143,211
¢ Other Charges - 6,131 8 22,657 28,796
, Tatal Operating Revenues 4,913,882 3,233,198 729,820 1,752,936 10,629,614
Operating Expenses
Costs of Sales and Services 2,893,750 - 438,114 - 3,331,864
Personnel 52,830 1,677,522 108,969 936,470 2,776,841
Purchased Services 1,793,146 385,734 166,559 579,634 2,925,073
Suppflies 11,925 539,600 13,371 54,939 619,835
Depreciation 26,574 293,348 53,412 633,282 1,006,617
Total Operating Expenses 4,778,275 2,896,205 781,425 2,204,325 10,660,230
Qperating Income {Loss} 135,587 336,991 {51,805) (451,389) {30,618}
Non-Operating Revenues (Expenses)
FAA Grants - - 80,703 864,230 954,933
SCAC Grants - - 31,084 18,607 49,691
Non-Operating Grant Expenditures - - (64.224) (376,873) {441,097)
Transfers Out - - {63,867} (1,800,000) {1,863,867)
Gain (Loss) on Sale of Property and Equipment 270 - - - 270
{nterest Earned - 18,681 - 67,079 86,760
interest Expense - - - (94,181) (84,181}
Total Non-Operating Revenues 270 19,681 {6,304) (1,321,138) (1,307,491
Change in Net Assets 135,857 356,672 (58,1089} (1,772,527 {1.338,107)
Net Assets, Beginning 47,443 2,719,721 3,149,497 17,211,550 23,128,211
Net Assels, Ending $ 183300 § 3076393 $  3.001.388 § 15438023 § 21,790,104

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




Exhibit 8 ¢

Sheet 1 )

BEAUFORT COUNTY, SOUTH CAROLINA ' -
STATEMENT OF CASH FLOWS O
PROPRIETARY FUNDS .

For the Year Ended June 30, 2008 \<

Stormwater Lady's Island Hilton Head .
Garage Utitity Airport Airport Totals .

Cash Flows from Operating Activities:

Cash Received from Customers and Users $ 4861328  § 2866008 $ 877,108 § 2176480 § 10,780,921
Cash Paid to Employees {49,474) {1,552,308) (106,794) (893,291) (2,600,868)
Cash Paid to Suppliers {4,687,834) {1,008,569) (828.878) (1,215,642) {7,740,923)

124,015 305,131 (57,563) 67,547 439,130

Cash Flows from Capital and Related Financing Activities: :
- - 80,703 864,230 954,093 -

FAA Grants
SCAC Grants - - 31,084 18,607 48,691
Non-Operating Grant Expenditures - - {64,224} {376,873} {441,097}
Proceeds from Sale of Capital Assets 270 - - - 270 \ '
Purchase of Capital Assets (122,116} (109,556) - (126,991) (358,663) o
Principal Payment on Debt . - - {419,418} (419,418) L
Interest Paid on Debt - - - (94,181) (84,181} :
(121,846} {108,556) 57,563 (134,626) (308,465) N
Cash Flows from Investing Activities:
Interest Eamed - 19,681 - 67,078 86,760
Nat increase in Cash and Cash Equivalents 2,169 215,256 - - 217,425
Cash and Cash Equivalents, July 1, 2007 - 1,175,507 372 200 1,176,078
Cash and Cash Equivalents, June 30, 2008 $ 2,169 $ 1,390,763 $ 372 $ 200 $ 1,383,504

The accompanying notes are an integral part of these financial statements.
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Exhibit 8

Lo Sheet 2
o - BEAUFORT COUNTY, SOUTH CAROLINA
S STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended June 30, 2008
Stormwater tady's Island Hitton Head
Garage Utility Airport Airport Totals
Reconciliation of Operating Income to Net Cash Flows from Operating Activities:
Operating Income (l.oss) $ 135887 $ 336,991 $ {51,805 $  {451,389) 3 (30,616}
. Adjustments te Reconcile:
Depreciation 26,674 293,349 53,412 633,282 1,006,617
Changes in Assets and Liabilities: )
{Increase) Decrease in Accounts Receivable (52,539) (367,187) 147,489 423,544 151,307
{Increase) Decrease in Inventories (64,540) - {28,820) - {93,360)
tncrease (Decrease) in Accounts Payable 75,527 (83,235) (182,014) {581,069) {770.791)
Increase {Decrease) in Accured Payroll 464 {14,348) (381) (27,031) {41,2986)
fncrease {Decrease) in Accrued
Compensated Absences 145 44 457 1,759 31,050 77,411
Increase {Decrease) in Net Other
Postemployment Benefits Obligation 2,797 95,104 27957 39,160 139,858
(38,146) {325,209} (59,170) {114,346} (536,871}
Net Cash Flow from Operating Activities $ 124,015 $ 305,131 $  (57563) 8 67,547 $ 439,130
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BEAUFORT COUNTY, SOUTH CARCLINA
STATEMENT OF FIDUCIARY NET ASSETS
AGENCY FUNDS
June 30, 2008

ASSETS
Cash and Equity in Pooted Cash and Iinvestments

Total Assets
LIABILITIES

Due to Agency
Total Liabilities

The accompanying notes are an integral part of these financial statements.
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$ 91,176,012
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policies

The financial statements of Beaufort County, South Carolina, have been prepared in conformity with acesunting principles (GAAP)
generally accepted in the United States of America as applied to govemnmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting principles. The County
also applies Financial Accountihg Standards Board (FASB) statement and interpretations issued on or before November 30, 1989 to its
govemmental and business-type activities and to its proprietary funds provided they do not conflict with or contradict GASB
pronouncements. The more significant of the govemment's accounting policies are described below.

Reporting Entity

Beaufort County operates under the Council/Administrator form of government with Council members elected for four-year
terms from each of the eleven single-member districts. This report includes ait funds of Beaufort County that are controlled by
this goveming body, and are considered to be the *reporting entity” known as Beaufort County.

GovernmentWide Financial Statements
The statement of net assets and the statement of activities display information about the County as a whole. These statements

include the financial activities of the primary government, except for fiduciary funds. Forthe mostpart, the effect of interfund
activity has been removed from the statements. The statements distinguish between those activities of the County that are

governmental and those that are considered business-type aclivities.

The statementof net assets presents the financial condition of the governmental and business-type activities for the Gounty at
year-end. The statementof activities presents a comparison between direct expenses and program revenues for each program
orfunction of the County’s governmental activities and for the business-type activities of the County. Directexpenses are those
that are specifically associated with a service, program, or department and therefore clearly identifiable to a particufar function.
Program revenues include charges paid by the recipient for the goods or services offered by the program, grants and
contributions that are restricted to meeting the operational or capital requirements of a particular program, and interestearned
on grants thatis required to be used to support a particular program. Revenues which are not classified as program revenues
are présented as general revenues of the County, with certain limited exceptions. The comparison of di?eét expenses with
program revenues identifies the extent to which each business segment or governmental function is self-financing or draws

from the general revenues of the County.

Fund Financial Statements .
During the year, the County segregates transactions related to certain County functions or activities in separate funds in order fo
aid financial management and to demonstrate legal compliance. Fund financial statementsare designed to present financial
information of the County at this more detafled fevel. The focus of govemnmental and enterprise fund financial statements is on
major funds. Each major fund is presented in a separate column. Nonmajor funds are aggregated and presented in a single

column. Fiduciary funds are reported by type.

Measurement Focus, Basis of Accounting, and Financial StatementPresentation

The government-wide financial statements are reported using the economic resources management focus and the accrual
basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when eamed
and expenses are recorded when a fability is incurred, regardiess of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as revenue as Soon as
all eligibility requirements imposed by the provider have been met.
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Summary of Significant Accounting Policies — Continued:

Govemmentalfund financial statements are reported using the current financial resotrces measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon enough thereafterto pay liabilities of the
current period. Forthis purpose, the government considers revenues to be available if they are collected within 60 days of the
end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures refated to compensated absences and claims and judgments, are

recorded only when payment is due. y

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. All other revenue itemns are
considered to be measurable and available only when cash is received bythe government,

The government reports the following major governmental funds:
The general fund is the government's primary operating fund. It accounts for all financial resources of the general

government, except those required to be accounted for in another fund.

The county wide general obligation bond fund accounts for the expenditures of the bond proceeds of the bonds

issued for various capital pojects throughout the County.

The sales tax projects fund accounts for the expenditure of the 1% iocal sales tax referendum proceeds which are
used for various capital projects throughout the County.

‘The real property purchase program fund accounts for the expenditure of bond proceeds of the bonds issued for the
purchase of rural and critical lands within the County.

The Bluffton Parkway project fund accounts for the expenditure of the bond proceeds of the bonds issued forthe
construction of the Bluffton Parkway and for improvernents to the Buckwaiter Parkway.

The County reports the following major enterprise funds:
The garage fund accounts for the activities of the County's garage operations.

“The stormwater utility fund accounts for the activitiesof the County's stormwater utility operations.
The Lady's Island Airport fund accounts for the activities of the County’s airport operations on Lady's Istand.

The Hilton Head fsland Airport fund accounts for the activities of the County's airport operations on Hitton Head
Island.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policies ~ Continued:

Additionally, the government reports the fotiowing fund types:

Special Revenue Funds
The special revenue funds are used to account for the proceeds of specific revenue sources (other than

special assessments, or major capital projects) that are legally restricted to expenditures for specified

purposes.

Debt Service Funds
Debt service funds are used to account for the accumulation of resources for, and the payment of, general

long-term debt principal and interest.

Capital Projects Funds
Capital projects funds are used to account for financial resources to be used for the acquisition or

construction of major capital facilities.

Agency Funds
The agency funds account for monies held on behalf of school districts, special districts, and other

agencies that use the County as a depository or property taxes are collected on behalf of the other

govemnments.

As a genera rule the effect of interfund activity has been eliminated from the govemmentwide financial statements. Exceptionsto this

- general rule are charges between the government’s garage function and various other functions of the government. Elimination of these

charges would distort the direct costs andprogram revenues reported for the various functions concemed.

Amount reported as program revenues include (1) charges to customers or applicants for goods, services, or privileges provided, {2)
operating grants and contributions, and (3) capital grants and contributions. internally dedicated resources are reported as general

revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses generally
result from providing services and producing and defivering goods in connectionwith a proprietary fund’s principal ongoing operations.
Thve principal operating revenues of the County enterprise fund are charges to customers for sales and services. Operating expanses for
enterprise funds include the cost of sales and services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government's policy to use restricted resources first, then

- unrestricted resources as they are needed.

Net Assets - Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of related debt

. consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowing used for the acquisition

construction or improvements of those assets. Net assets are reported as restricted when there are limitations imposed ontheir use either

- through the enabling legislation adopted by the County or through external restriction imposed by creditors, grantors, laws, of regulations

of other governments. Net assets invested in capital assets net of related debt were as follows:




BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
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Summary of Significant Accounting Policies — Continued:

Net Capital Assets $ 258,415,419
Less: Current Portion of Long Termn Cebt (6,476,701)
Long Term Obligations {234,008,390)

Add Unspent Bond Proceeds: Sales Tax Projects 22,899,230
Real Property Program 3,130,185

Rluffton Parkway Project 3,630,417

Capital Projects Funds 23.084,878

$ ... 70676038

Deferred revenue - Deferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied. On
govemnmental fund financial statements, receivables that will not be collected within the available period have also been reported as

deferred revenue.

Equity in Pooled Cash and Investments - The County maintains a pooled cash and investment account for afl funds for accounting and
investmentpurposes. This gives the County the ability to investidie cash for short periods of time and to earn the most favorable available
rate of return. The “equity in pooled cash and investments” represents the amount of pooled cash and investments owned by each fund of
the County. Certain individual funds may reflect a cash deficit, from time to time. These cash deficits are not considered an equity
transfer since the transfer has not been approved by County Counciland is considered to be temporary in nature.

Investments - Investments consist of certificates of deposit and repurchase agreements. With the majority of the ‘County'sinvestments
maturing in less than 1 year, all investments are recorded at cost, which approximates market value.

Receivables - All receivables are reported at their gross value and when appropriate, are reduced by the estimated portion that is

uncoliectible.

Inventories - Inventories consist of fuels and supplies (enterprise funds) and are stated at the lower of “first-in, first-out” cost or market.

Capital Assets - Capital assets purchased or acquired with an original cost of $3,000 or more are reported at historical costor estimated
historical cost. Contributed assets are reported at fair market value as of the date received. Additions, improvements and other capital
outlays that significantly extend the useful life of an assetare capitalized. Other costs incurred for repairs and maintenance are expensed
as incurred. Depreciation on all assets is calculated on the straight-line basis starting in the month of purchase/completion over the

following estimated useful fives:

Buildings 25 years
improvements 25 years
{nfrastructure 25 years
Equipment 5- 10 years

Long-Term Obligations — in the government-wide financial statements and proprietary funds financial statements, long-term debt and other
lohg-term obfigations are reported as liabilities in the applicable government activities, business-type activities, or proprietary fund type
statement of net assets. Bond premiums and discounts are deferred and amortized over the life of the bonds using the effective inferest
method. Bonds payable are reported net of applicable bond premium or discount. Bond issuanoe cosis are reported as deferred charges

and amortized over the term of related debt.
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Summary of Significant Accounting Policies — Continued:

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond issuance costs, during
the current period. The face amount of debt issued is reported as bond proceeds. Premiums received on debt issuances are reported as
interest on investments while discounts and issuance costs are reported as interest and fees expenditures.

Compensated Absences — The Counly accrues compensated absences and associated employee-related costs when eamed by the

employee.

Due to and from Other Funds/Internat Balances— Interfund receivables and payables in the fund financiz! statements and internal
balances in the governmentwide financial statements arise from interfund transactions and are recorded by all funds affected in the
periad in which transactions are executed. As a general rule, the effect of interfund activity has been efiminated from the

government-wide financial statements.

Revenues— Substantially all governmental fund revenues are accrued. Property taxes are billed and collected within the same period in

which the taxes are levied.
Expenditures — Expenditures are recognized when the related fund fiability is incurred.

Use of Estimates — The preparation of financial statements in conformity with generally accepted accounting principles requires
management fo make estimates and assumptions that affect the County’s financial position and results of cperations and disclosure of
contingent assets and liabilities. Actial results could differ from those estimates.

Budgets and Budgetary Accounting - The County uses GAAP as the basis for its budgeting and uses the following procedures in
establishing the budgetary data reflected in the financial statements:

(1) The County Administrator submits to County Council, prior o June 1, proposed operating, special revenue, debt service, and
capital improvement {C1P) budgets for the fiscal year commencing July 1. The operating, special revenue, debt service, and
CIP budgets include proposed expenditurss, revenues, and financing sources.

{2) The Council requires such changes to be made as it deems necessary, provided the budget remains in balance and is subject
to the notice of hearing requirements of Section4-9-140 of the South Carolina Statutes.

{3) Public hearings are held pursuant to Section 4-8-140 of the South Carolina Statutes in order for the Council fo adopt the
tentative and final budget.

{4} Prior to July 1, the operating, special revenue, debt service and CIP budgets are legally enacted through passage of an

ordinance setting forth anticipated revenues and appropriations by fund.

{5) The County Administratoror his designee is authorized to transfer funds among operating accounts or among capital accounts
within a depariment, All transfers between departments and programs or between operating and capital accounts must be
authorized by the Council in accordance with Section 4-9-140 of the South Carolina Statutes. In accordance with County
Ordinance #2006/14, Section 12, amounts of $10,000 or less can be approved by the Council Chairrnan and/or Councll Finance
Committee Chgirman; transfers of $5,000 or less can be approved by the County Administrator and/or his designee.
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Surmary of Significant Accounting Poficies - Confinued:

(6) Formal budgetary integration is employedas a measurement control device for ali governmental funds of the County. The level o
on which expenditures may not legally exceed appropriations is the fund level. ;

(G Budgets for the govemmental fund types are adopted on a basis consistent withgenerally accepted accounting principles.

(8) Revenues in excess of the current budget ordinance may be expended as directed by the revenue source or for the purpose for
which the funds were generated without further approval by County Council, as per Section 14 of County Ordinance #2006/14.

Cash and Equity in Pooled Cash and Investments

Custodial Credit Risk - Deposits
Custodial credit risk is the risk that in the event of a bank failure, the County’s deposits may not be returned. The County does nothavea

deposit policy for custodial credit risk. At June 30, 2008, the carrying amount ofthe County's depositswas $28,151,959 and the bank

bafance was $25,146,322. State law requires that all of the County’s deposits be covered by FDIC insurance or by collatera! held by the )
pledging financial institutions’ trust department in the County’s name. {' '\}

[
investments et

As of June 30, 2008, the County has the following investments: -

Investment maturities (in years) P

Fair Less than S
Investment Type ___Value 1 1-5 e
US Treasury Obligations $ 2728847  $ 2,728,847 $ -
US Government Agency Obligations 199,149,403 186,140,013 3,009,390 - !
201,878,250 198,868,860 3,009,390 s
N
South Carolina Local Government Lo
Investment Pool 7,293,974 7,293,974 - )
$209,172.224 $206,162.834 $.2.009,390 ("

interest Rate Risk
The County does not have a formal investment poficy that limits investment maturities as a means of managing its exposure to fair value

losses arising from increasing interest rates.

Credit Risk
The County has no investment policy that would further nimit its investment choices other than state law. As of June 30, 2008, the

underlying security ratings of the County'sinvestmentin the Sputh Carolina Local Government Investment Pool (LGIP) may be obtained
from the LGIP's complete financial statements. These financial statements may be obtained by writing to the following address:

The State Treasurer's Office

t ocal Government investment Pool

Post Office Box 11778 :
Colurnbia, SC 20211 ‘

The County's investments in U.S. Goverament Agency Obligations were rated Aa by Moody's Investors Services.
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Cash and Equity in Pooled Cash and Investments -~ Continued:

Concentration: of Credit Risk
The County places no fimit on the amount the County may investin any one issuer. As of June 30, 2008, the County had investments with

three issuers thatexceeded 5% of total investments.

Receivables/Due from Other Govermments

Altproperty taxes receivable are shown netof aIibwanoes for uncoliectibles. The County considers afl taxes fo be collectible; therefore, no

allowance for uncollectibies has been established.

The foltowing details receivables -net by fund:

County Wide
General Sales
General Obfigation Tax
Fund Bonds __ Projects
Property Tax Receivable $ 745,743 $ 149,879 $ -
Licenses and Fees Receivable 74,678 - -
Accounts Receivable - Other 1,762,774 1,555,611 7.783.702
$.4.063,589 $..1.705490 $_ZI83.702
Real Bluffton Nonmajor
Property Parkway Govemnmental
_Program _Project . Funds
Property Tax Receivable $ - $ - $ 51,458
Licenses and Fees Receivable - - 1,443,805
Accounts Receivable- Other 210,000 323812 1,007,158
$_.210.000 $.. 323912 $_2.502.421
Key dates in the property tax cycle for tax year2007 are as follows:
2004

Assessment Date
Property Taxes Levied September 3, 2007
Tax Bills Rendered October 1, 2007
Property Taxes Payable March 16, 2008

Delinquency Date parch 17,2008
Tax Sale Dates : QOctober 6 - 7, 2008
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Receivables/Due from Other Govemments — Continued:

The following details the due from other governments by fund:

State Aid to Subdivisions

General Government Programs

Public Safety Programs

Public Works Programs

Alcohol & Drug Programé

Disabilities and Special Needs Programs
Public Welfare Programs

Cuitural & Recreational Programs

2005 Bond Projects -

Capital Assets

Governmental Activities

Capital Assets not Being Depreciated:
Land & Easements
Constryction in Progress

Totat Capital Assets not Being Depreciated 83928775

Other Capital Assets:

Buildings & improvermnents

Infrastructure

Equipment

Total Other Capital Assets

Accumulated Depreciation —
Buildings & Improvements

Accumuiated Depreciation —

‘ Infrastructure

Accumuiated Depreciation —
Equipment

Total Accumulated Depreciation

Other Capital Assets, Net

County Wide
General Nonmajor
General Obligation Governmental
Fund Bonds Funds
$ 2,003,755 $ 49 $ -
746,597 - 184 556
- - 585,142
- - 1,258,394
- - 55,388
- - 24,488
- - 18,881
- - 58,515
- - 699,538
$.2,750,352 L I— . $..2.885902
Balance Disposais Balance
June 30, 2007 Additions or Transfers June 30, 2008
$ 54,310,250 $ 21,574,623 $ - $ 75,884,613
29.618,525 33,242,802 47,700,865 15,160,362
54 817,065 47 700,965 91,044,875
125,903,725 4,435,711 206,740 130,132,696
37,016,835 34,727,071 - 71,743,806
34,971.638 8,437,590 994 592 42,414,636
197,892,198 47 600,372 1,201,332 244 291,238
38,414,396 5,028,482 200,218 43,243,660
3,724087 2,174,895 - 5,898,982
25052789 3,537,160 811,897 27,778,052
67,191,272 10,741,537 1,012.115 76,920,694
130,700,926 36,858,835 189,217 _ 167,370,544
$.91675.900 $47,890.182 $.258415419

Governmental Activiies Capital Assets, Net$..214,629.701

For the capital assets of the governmental activities, depreciation is computed on the straightdine method of depreciation over the
estimated useful lives of the assets, which range from five to fwenty-five years. Depreciation expense for the yearended June 30, 2008

was $10,741,537 and the accumulated depreciation as of June 30, 2008 was $76,920,694.
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The depreciation expense was alfocated as follows:

General Government $ 2,605,845

Public Safety 3175223

Public Works 2,887.0%0

Public Health 80,493

Public Welfare 188,077

Cuitural and Recreation 1,803,808

Total $10,741 537
Business-Type Activities

Balance Disposals Balance
June 30, 2007 Additions or Transfers June 30, 2008

Capital Assets not Being Depreciated:
Land & Easements $ 13,802,425 $ - $ - $ 13,802425
Construction in Progress 63,867 623634 634,342 53,159
Total Capital Assets not Being Depreciated _ 13,866,202 623,634 634,342 13,855,584
Other Capital Assets:
Buildings & Improvements 11,499,363 228,945 - 11,728,308
Equipment 4,411,370 76,559 133,998 4353031
‘Total Other Capital Assels 15,910,733 305,504 133,998 16,082,239
Accumulated Depreciation —

Buildings & Improvements 3,894,578 469,035 - 4,363,614
Accumulated Depreciation -

Equipment 1,835,989 537,582 133,998 2.233,573
Total Accumulated Depreciation 5,730,568 1,006,617 133,998 6,603,187
Other Capital Assets, Net 10,180,165 (701,113 - ... 9479052
Business-Type Activities Capital Assets, Net $.24,048 457 $. (I7479) $_. 634342 $..23.334636

For the capital assets of the business—type activities, depreciation is computed on the straight-line method of depreciation over the
estimated useful lives, which range from five o twenty-five years, of the assets. Depreciation expense for the year ended June 30, 2008
was $089,822 and the accumulated depreciation as of June 30, 2008 was $5,603,187.

The depreciation expense was allocated as follows:

Garage $ 26,574
Stormwater Utility 293,349
Lady's Island Airport 53,412
Hilton Head Airport 633,282
Total $1.006617
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Long-Term Obligations

Govemmental Business-type

_ Activities _Activities
General Obligation Bonds $ 177,515,000 $ -
TIF Revenue Bonds 62,760,000 -
Note Payable - 1,762,774
Capital Leases 210081 -

$.240485001 $_1.762.774

General Oblination Bonds

in June 1999, the County issued $9,100,000 in General Obligation bonds, bearing interest rates of 4.60% to 5.25% and with varying
maturity dates through 2008. The proceeds of these bonds were used for various County projects including the purchase of development
rights on Lemon Isfand, the construction of the Buckwalter Parkway, the minor renovations of various County buildings and pak fadilities,
and other governmental projects within the County. These bonds were retired during the 2008 fiscal year.

In April 2001, the County issued $30,000,000 in General Obligation bonds, bearing interest rates of 4.375% to 5.25% and with varying
maturity dates through 2020. The proceeds of these bonds were used as follows: $10,000,000 for the purchase of real property programs
as approved by referendum in November 2000, $1 £,000,000 to pay the bond anticipation notes issued May 2000, and $10,000,000 for
various Cournity projects including the purchase of telecommunications equipment, the construction of additional faciiities for the Detention
Center, the construction of additional hangars atthe Lady's island Airport , and for other governmental projects within the County.

in May 2002, the County issued $25,100,000 in General Obligation bonds, bearing interest rates of 3.0% to 4.875% and with varying
‘maturity dates through 2022. The proceeds of these bonds were used as follows: $10,50,000 to pay off the outstanding bonds and
related costs of the 1993 General Obligation issue and $14,000,000 for various County projects to include the purchase of
telecommunications equipment, improvements fo various county parks, construction of solid waste drop off centers, and for other

govermnment construction projects within the County.

in June 2003, the County issued $25,500,000 in General Obfigation bonds, bearing interest rates of 2.0% to 5.0% and with varying
malurities through 2023. The proceeds of these bonds were used as follows: $10,000,000 for the purchase of real property program as
approved by referendum in November 2000, $5,000,000 for paving'and improving roads within the County, and $10,500,000 for various
County projects including the purchase of telecommunications equipment, improvements to various County parks, and for other

governmental construction projects within the County.

in November 2004, the County issued $30,500,000 in General Obligation bonds bearing interest rates of 3.0% to 5.0% and with varying
maturities through 2025. The proceeds of these bonds were used as follows: $20,000,000 for the purchase of real property program as
apf:roved by referendum in November 2000, and $1 0,500,000 for various County projects including the purchase of various publicworks
and public safety vehicles, improvements to various County parks, and for other governmental construction projects within the Gounty.

In November 2006, the County issued $17,500,000 in General Obligation bonds bearing interest rates of 3.5% to 8.0% and with varying
maturities through 2026. The proceeds of these bonds were used for various County projects.

In December 2006, the County issued $30,000,000 in General Obtigation honds bearing interest rates of 4.0% t0 6.75% and with varying
maturifies through 2026. The proceeds of these bonds were used to “pay off the County’s Bond Anticipation Notes of $25,000,000 and
provide additional funds for the construction of the Biufton Parkway Project.
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Long Term QObligations — Confinued:

in September 2007, the County issued $25,500,000 of General Obligation Bonds bearing interest rates of 4.0% to 5.0% and with varying
maturity dates through 2027. $20,000,000 of the proceeds of these bonds was used for the County’s rural and critical lands projects, as
approved by referendum in November 2006, and the remaining $5,500,000 of the proceeds of these bonds was used for the Buckwalter

Parkway extension.

in October 2007, the County issued $17,530,000 of General Obligation Bondsbearing inferest rates of 4.0% to 5.0% and with varying
maturity dates through 2020. The proceeds of these bonds were used for various County projects.

The 2001, 2002, 2003, 2005, 2006, 20068, 2007, and 20078 general obligation bonds are collateralized by the fuil faith and credit of the

County and are payable from ad valorem taxes.

Generat obligation bonds accounted for in the County's Statement of Net Assets consist of the following at June 30, 2008:

Rates and Original Qutstanding

Description . Dates Mafurity Issue at June 30, 2008
1899 Improvement Bonds 4.6% - 5.25%

21 and 8/1 2008 $ 9,100,000 $ -
2001 County Bonds 4.375% - 5.25%

2/1 and 81 2020 30,000,000 21,690,000
2002 County Bonds 3.0% - 4.875%

) 211 and 8/1 2022 25,100,000 15,380,000

2003 County Bonds 2.0% - 5.0%

2/1 and 8/1 2023 25,500,000 21,750,000
2005 County Bonds 3.0%-5.0%

2/1 and 81 2025 30,500,000 29,900,000
2006 County Bonds 3.5%-8.0%

371 and 911 2026 17,500,000 16,650,000
20068 County Bonds 4.0%-6.75%

3/1 and 91 2026 30,000,000 28,500,000
2007 County Bonds 4.0% - 5.0% )

3/1 and 91 2026 25,500,000 25,350,000
20078 County Bonds 4.0% - 50%

2/1 and 8/1 2026 17,530,000 17,295,000

$210.730.000 $177.515.000
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A schedule of the debt servicerequiremnents associated with the general obligation bonds follows:

For the Year Ended June 30, 2008

Fiscal 2001 2002 2003 2005 2006
Year Improvement County County County County
Ending Bonds __Bonds Bonds __Bonds . Bonds
2008 $ 2,493,004 $ 2,298,225 $ 1,773,500 % 1,667,875 $ 1,203,313
2010 2,493,079 2,587,025 1,803,250 1,808,875 1,235,813
2011 2,489,869 2,568,625 1,828,312 1,795,875 1,266,563
2012 2,481,019 1,111,526 1,899,563 1,781,875 1,292,563
2013 2,476,519 1,113,681 1,966,563 1,817,250 1,319,000
2014-2018 12,265,857 5,697,375 10,409,815 10,976,750 6,836,125
2019-2023 4,849,425 4,532,175 10,467,932 18,541,250 7,035,250
2024-2027 - - - 9,572,500 4,235750
Total 29,548,772 20,108,531 30,148,943 48,061,750 24,424 377
Less Amount
Representing Interest __ 7,858,772 4,728,531 8,398,943 18,161,750 7.774.371
Net $.21.690,000  $15380000  $24,750000  $20.900.000  $16650.000
Fiscal 20058 2007 2007B
Year County County County
_Ending Bonds Bonds Bonds Total
2009 $ 1,841,250 $ 1,400,031 $ 783,500 $13,760,698
2010 1,917,250 1,514,031 781,900 14,141,223
2011 1,989,250 1,623,031 785,300 14,346,226
2012 2,057,250 1,727,031 2,368,500 14,719,326
2013 2,151,250 1,826,031 2,363,300 15,103,594
2014-2018 11,500,250 10,248,655 11,614,300 79,449,127
2019-2023 14,044,250 14,436,312 4,580,000 75,486,601
2024-2027 8,664,125 9.906,626 - 32,379,001
Total 44,134,875 39,681,748 23,276,800 259,385,796
Less Amount
Representing Interest _ 14,634,875 14,331,778 5,981,800 81,870,796
Net $.29.500000  $25350000  $17.295000  $177.515.000

Total interest paid on bonds outstanding for the year ended June 30, 2008 was $6,887,865.
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. For the Year Ended June 30, 2008

5. Long Term Obiigations — Continued:

e The following is a schedule of principal payments for all general obligation bonds:

P Fiscal Year
i Ending Amount
{3 2009 $  5930,000
2010 6,530,000
C A 2011 7,000,000
2012 7,645,000
L 2013 8,335,000
{ 2014-2018 51,720,000
\ 2019-2023 60,630,000
2024-2027 29,725,000
Total $ 177.515.000

Tax Increment Financing Revenue Bonds

in December 2002, the County issued $40,000,000 in Tax Increment Financing Revenue Bonds for the New River TIF District, bearing
interest rates of 3.0% to 5.5% and with varying maturities through 2027. The proceeds of these bonds were used to provide infrastructure
and other improvements within the Tax Increment Financing District, including puildings for bath the University of South Carolina —

b Beaufort and the Technical Coliege of the Lowcountry.

in November 2003, the County issued $23,680,000 in Tax Increment Revenue Bonds for the Bluffton TIF District, bearing interest rates of
2.0% to 5.0% and with varying maturities through 2028. The proceeds of these bonds were used to paythe outstanding bond anticipation
note and to provide infrastructure improvements within the Tax Increment Financing District.

i The foliowing is a schedule of the debt service requirements:

. Fiscal Year New River Biuffton
Ending e TiF Total

2008 $ 2,286,382 $ 1,334,955 $ 3,621,337
2010 2,546,463 1,395,780 3,950,063
2011 2,813,262 1,489,150 4,302,412
2012 2,993,463 1,575,275 4,568,738
2013 3,172,350 1,731,275 4,903,625
2014-2018 17,506,450 10,048,550 27,555,000
2019-2023 18,226,325 14,221,250 32,447,575

. 2024-2028 14,934,750 5582 250 20,517,000
Total 64,479,445 37,386,305 101,865,750
Less Amount Representing nterest 24,928 445 14,176,306 39,105,750
Net $39.550.000 $23,210,000 $62.760.000

Total interest paid on bands outstanding for the years ended June 30, 2008 as $3,118,698.
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Long Temn Obligations - Continued:

Notes Payable

in September 2000, the Countyissued a.note for $1,325,000 for the balance owed on the purchase of land for the Hilton Head Island
Airport. The note was payable in annual payments of $205,836, including interestat 5.1 % through Sepiember 2008, however the note

was paid off in full during the 2008 fiscal year.

Advances fromthe General Fund

In September 2007, the County issued a note for $1,600,000 for the balance owed for the construction of hangers at the Hilton Head
istand Airport. The note was payable in quarterly payments of $31,634, including interest at 5.0 % through June 2032. The current
portion of this note as of June 30, 2008 was $39,122. Advances from thegeneral fund also included $1,710,911 at June 30, 2008 for

advances for certain operating expenses.

Capital Leases

As of June 30, 2008, the County has one lease-purchase agreement fo purchase communication equipment with a lease term of 10years
and an interest rate of3.95%. The communication equipment under this capifal lease is included in the equipment in Note 4.

The following is a schedule of future minimum lease payments under this capital lease, together with the present value of net minimum

lease payments atJune 30, 2008.

Fiscal Year
Ending Amount
2008 $ 40,000
2010 40,000
2011 40,000
2012 40,000
. 2013 - 40,000
2014 40,000
Total 240,000
Less Amount Representing Interest 29,909
Net $__. 210001

The County records capital lease payments as current year expenditures in the fund to which the lease applies. The liability for capital

leases and the associated assets are recorded.

Totalinterest paid on capital leases for the yearended June 30, 2008 was approximately $9,503 which was recorded as an expenditure in
the Special Revenue Fund for E-811 equipment.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Long Term Obfigations - Confinued:

Governmental Activities Changes in Long-Term Obligations

Balance
_June 30, 2007
General Obligation Bonds $ 141,670,000
TiF Revenue Bonds 63,190,000
Capital Leases 240588
Totals $ 205,100,588

Business-Tvpe Activities Changes in Long-Term Obligations

Batance
June 30, 2007
Notes Payable $... 382191
Combined Changes in Long-Term Obligations
Balance
June 30, 2007
General Obligation Bonds $ 141,670,000
TIF Revenue Bonds 63,190,000
Notes Payable 382,191
Capital Leases 240588
Totals $206482779

Current Portion of Long Term Obligations

The current portion of long term obligations is computed as follows:

General Obligations Bonds $ 5,930,000
TIF Revenue Bonds 515,000
Notes Payable 39,122

31.701

$ 6515823

Capital Leases
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Additions
$ 43,030,000

$.43.030.000

_Additions
51,800,000

—Additions
$ 43,030,000

1,800,000

;_M

Balance
Retirements June 30, 2008
$ 7,185,000 $177,515,000
430,000 62,760,000
30497 210.091
$...7.645497 $240485.091
Balance
Retirements June 30, 2008
$_..419411 $.. 1762774
Balance
Retirements June 30, 2008
$ 7,185,000 $177,515,000
430,000 62,760,000
419,417 1,762,774

30,497
$_.8.064.914

210,081

$242.247,868




BEAUFORT COUNTY, SOUTH CAROLINA N
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008 -

Accrued Compensated Absences

The County considers accrued compensated absences fo be long term liabilities. P

Govemmentat Activities Changes in Long-Term Obligations ) . .
o

Balance Balance i
June 30, 2007 _ Additions Retirements June 30, 2008 o
Accrued Compensated Absences $ _2.560806 $...3.069 788 $_.. 2867154 $..2.763.240 [

Business-Type Activities Chandes in Long-Term Obligations i

Balance . Balance .
June 30, 2007 Additions _ Retirements June 30, 2008 PN
Accrued Compensated Absences $__._ 62289 $__100,906 . B5784 $___T7411 A

Note: The business-type activitiesaccrued compensated absences balance at June 30, 2007 was included inaccrued payroll '

Interfund Transfers -
The foliowing interfund transfers were made during the year ended June 30, 2008. These transfers were permanent in nature and :

as such there are not any anticipated repayments.

Recipient Fund Transferring Fund Amount
General Fund Nenmajor Special Revenue Funds $ 451,087
General Fund Proprietary Funds 1,800,000
Nonmajor Special Revenue Funds General Fund 2,241,888
Nonmajor Debt Service Funds Nonmajor Special Revenue Funds 9,632,486 N
Nonmajor Debt Service Funds Nonmajor Capital Projects Funds 461,925 L
Nonmajor Capital Projects Funds Nonmajor Capital Projects Funds 4,191,525 .
Nonmajor Capital Projects Funds Proprietary Funds 63,867 {

$—-18.863.867
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Segment nformation for Businesstype Activities

The County maintains four Enterprise Funds which provide garage {vehicle repair), stormwater utility and airport services.

Segment information is as follows:

Consolidated Statement of Net Assels:

Assets:
Current Assets
Capital Assets, Net
Total Assetls

Liabilities:

Current Liabilities

Accrued Compensated

Absences
Net Other Postemployment
Benefits Obligation
Advances Payable to
General Fund
Total Liabilities
Net Assets:

Invested in Capital Assets,
Net of Related Deabt
Unrestricted {Deficit)

Total Net Assets
Total Liabilities and
Net Assets

Stormwater t ady’s Island Hiton Head

Garage Utility Aimort Aimport __Yotals
$ 523,004 $ 1,870,977 $ (112,041) $ 719,228 $ 3,001,168
231,178 1,432,654 3,399,380 18,271,524 23,334 636
$. 754182 $._3303531 $.3287330 $_18.990752  $26.335.804
$ 567,940 $ 87,577 $ 181,385 $ 1,757,867 $ 2,604,779
145 44,457 1,759 31,050 77,411
2,797 95,104 2,797 39,160 139,858
- - - 1,723,652 1,723,652
570,882 227,138 195,951 3,551,729 4,545,700
231,178 1,432,554 3,399,380 16,508,750 21,571,862
{47.878) 1,643,839 (307.992) 1,069,727} 218,242
183,300 3,076,393 3,091,388 15,439,023 21,790,104
$.___ 754182 $_3303531 $.3287.339 §_18900752  $26335804
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Segment Information for Businesstype Activities— Continued:

Consolidated Statement of Revenues, Expenses, and Net Assets:

-59 -

Stormwater Lady's island Hilton Head
Garage Utility Airport Aimport Totals
Operating Revenues $ 4,913,862 $ 3,233,196 $ 729,620 $ 1,752,936 $10,629,614
Cost of Sales and Services 2,893,750 - 438,114 - 3,331,864
Operating Expenses before 1,857,951 2,602,856 289,899 1,571,043 6,321,749

Depreciation
Depreciation 26,574 293,349 53412 633,282 1,006,617
Operating Income (Loss) § 135587 §$___336991  $. (51,805  $._{451.389)  $_(30.616)
Nonoperating Revenues/

{Expenses):

FAA Grants - - 90,703 864,230 954,933

SCAC Grants - - 31,804 18,607 49,691

Nonoperating Grant

Expenditures - - (64,224) (376,873) {441,097}
Transfers Out - - ‘ (63,867} {1,800,000) (1,863,867
Gain (Loss) on

Sale of Equipment 270 - - - 270

interest Earned - 19,681 - 67,079 86,760

interest Expense - - - (94,181} (84,181}
Total Nonoperating Revenues/

(Expenses) 270 19.681 {6,304} (1.321,138) (1,307.491%
Change in Net Assets 135,857 356,672 (58,109) (1,772,527) (1,338,107)
Net Assets, Beginning 47 443 2,719,721 3,149,497 17,211,550 23128211
Net Assets, Endirg $__ 183300 $_30763093 $.3001388  $_15439023  $21.790.104

onsolidated Statement of Cash Flows:
Stormwater Lady's island Hilton Head
Garage Utility Aimportt Airport __Totals
Net Cash Provided (Used) By:
Operating Activities 124,015 305,131 {57,563) 67,547 433,130
Noncapita! Financing
Activities - - 57,563 (7.635) 49,928
Capital and Related
Financing Activities {121,8486) (109,556) - {126,991} (358,393)
Investing Activities - 19,681 - 67,079 86,760
Net increase / (Decrease) 2,168 215,256 - - 217,425
Beginning Cash and
Cash Equivalents - 1,175,507 372 200 1,176,079
Ending Cash and
Cash Equivalents $ 2169  $..1390763 § 32 & 200  $..1393.504
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Operaling Leases

The County leases certain office space and machinery and equipment under cancelable operating leases. Under the terms of the lease
agreements, the County's obligation to continue rental obligations is contingentupon the continued appropriation of funds by the County
for that purpose. Total rental expenses for the year ended June 30, 2008 were approximately $625,000.

The following is a schedule of minimum commitments for operating lease payments:

Fiscal Year

_Ending _Amount
2009 $ 417,496
2010 185,202
2011 133,856
2012 44,296
2013 ' 8,774
2014-2026 ‘ 138
Total $ 770462

Deferred Compensation Plans

Al state and local government employees can participate in a deferred compensation plan created in accordance with Intemal Revenue
Code 457. The plan, administered by the state public employee retirement systemthrough a state épproved nongovermnimental third party,
permits govemmental employees to defer a portion of their salary until future years. The deferred compensation is not available to an
employee until termination, retirement, death, or unfc»feseeabfe emergency. Contributions by employees under the 457 program totaled
$245,814 for the year ended June 30, 2008. There are no employer contributions made by the County to this plan. Participant account

balances are not included in these financial statements.

Countyemployees may participate in a 401{k) deferred compensation plan available to state and local governmental employees through
the state public employee retirement system. The 401(k) program is administered by a state approved nongovernmental third party.
Contributions by employees under the 401(k) program totaled $864,928 for the year ended June 30, 2008. There are no employer
contributions made by the County to this plan. Partighant account balances are not included in these financial statements.

Retirement Pians

The Governmental Accounting Standards Board (GASB) issued Statement No. 27 entitled Accounting for Pensions by State and Local
Government Employees in November 1894. This Statement supersedes the requirements of GASB Statement No. 5. The following
information is provided in order to meet the disclosure requirements prescribed in paragraph 20 of GASB 27.

Substantially ali full time, permanent County employees are required by law (Title 9 of the S. C. Code of Laws} to participate in statewide,
cost sharing multiple-employer defined benefit pension plans administered by the State Refirement System. Generally all employees, with
the exception of law enforcement personnel and certain others, participate in the South Carolina Retirement System (SCRS). Law
enforcement personnel and certain other employees participate in the South Carolina Police Officers Retirement System (PORS).

Both the South Carolina Retirement Systemand Police Officers Refirement System offer retirement and disability benefits, cost of living

adjustments on an ad-hoc basis, life insurance benefils, and survivor benefits. The Plans’ provisions are established under Title 9 of the
SC Code of Laws.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIA. STATEMENTS
For the Year Ended June 30, 2008

Retirement Pians — Continued:

A Comprehensive Annual Financial Report containing financial statements and required supplementary information for the South Carolina
Retirement System and Police Officers Retirement System is issued and publicly available by writing the South Carolina Retirement
System, P.O. Box 11960, Columbia, SC 2921 1-1960.

Actuarially established employer contribution rates are as foliows:

Retirement Program

Group
Unfunded Accidental Life
Accrued Death Insurance
Normmal Liability Program Program Total
SCRS 5.00% 4.06% NiA A5% . 8.21%
PORS 8.43% 1.87% 20% .20% 10.70%

Contribution rates are developed by the SCRS and PORS using the entry age normal cost method. The nommail contribution rate to cover
current cost has been determined as a level percentage of payroll. A market related value of plan assets is used for actuarial vatuation
purposes. Gains and losses are reflected in the unfunded acerued liabilities that are being amortized by regular annual contributionsas a
leve! percent of payroll within a 30-year period, assuming 4.25% annual payroll growth for SCRS and PORS.

All employers contribute at the actuarially required contribution rates.

Contribution Information: ... SCRsS _____PORS
Covered Payroll $32,207,198 $ 15,038,476
Employee Contributions 2,062,311 977,500
Employee Contribution Rate {Based upon Salary) 6.50% 8.50%
Employer Contribution Rate; Includes Group 9.06% 10.30%

Life Coverage in both SCRS and PORS and
Accidental Death Coverage in PORS (Based upon Salary)

The County’s employer contribution to the SCRS for the years ended June 30, 2008, 2007 and 2006 were $2,966,289, $2,309,121, and
$1,894,176 respectively, which are equal to the required contributions.

The County’s employer contribution to the PORS for the years ended June 30, 2008, 2007 and 2006 were $1,608,117, $1,458,815, and
$1,339,817 respectively, which are equal to the required contributions.

Vesting Requirements:

With five years of service, an employee is entitled to a deferred annuity commencing at age 60 under the SCRS and at age 55 under the
PORS.
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For the Year Ended June 30, 2008

Retirement Plans — Confinued:

Retirement Benefits:

Retirement benefits of patticipants in the SCRS and the PORS are currently determined as foliows:
SCRS - The maximum monthly retirement allowance at age 65 or 30 years'service is generally determined by the following formuta:

e  Total 12 highest consecutive quarters of salary {divide by 3).
e Muitiply the amount by 1.62%.
e Multiply the results by the total months of creditable service.

«  Divide results by 12.

PORS - The retirement benefit at age 55 or 25 years' service is generally determined consistent with the aforementioned SCRS
formula, except that the average salary is multiplied by 2.14% for Class 1 members.

Early Refirement - SCRS

Age Service required Early Retirement Penalty
at least 60 None 5% for each year of age under 65
§5 25 4% for each year of servke under 30

Full formula retirement is available with 30 years of service, regardless of age, or age 65.

There are no early refirement provisions under PORS. A member must have 25 years service for full retirement or must be age 55 with &

years service; both criteria provide for full formula benefit with no reduction.

Employees eligible for service retirement may participate in the Teacher and Retiree Incentive Program (T ERJ). TERI participants may
retire and begin accumulating retirement benefits on a deferred basis without terminating employment for up to five years. Upon
fermination of employment or at the end of the TER! period, whichever is earlier, participants will begin receiving monthly service
retirement benefits which will include any cost of living adjustments granted during the TER! period. Because participants are considered
retired during the TERI period, they do not make SCRS contributions, do not earn service credit, and are ineligible to receive group life
insurance benefits or disability retirement benefits. Effective July 1, 2006, TERI participants who entered the program before July 1, 2005
do not have to contribute SCRS as long as they are covered under the TERI program.

Disability Retirement
in order to receive Disability Retisment benefits, an employee must have 5 years of credited service unless the injury is job related.

Recipients receive a service retirement benefit based upon continued service to age 65 for SCRS and to age 55 for PORS with no change

in compensation.

Accidental Death Program

Under this provision of the PORS, an annuity is provided to the surviving spouse (or the specified beneficiary) of a member whose death
was while in performance of duty. The annuity would equal 50% ofmembers’ compensation at the time of death.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Retirement Plans— Continued:

Group Life Insurance Benefits

A lump-sumpaymentequal to one year s salary is payable to the beneficiary upon the death of an active member with at least one year of
service. There is no service requirement for death resulting from actual performance of duties. Lump-sum payments of up to $3,000
(SCRS) or $4,000 (PORS) are payable to a retiree’s beneficiary based upon years of service at retirement.

Withdrawal of Emplovee Contribution

Accumulated contributions and credited interest payable are paid within 6 months but not less than 90 days after termination of all covered

employment.
Post Retirement Increase

Annual increases in retirement benefits are calculated at 4% per year, provided the Consumer Price Index (CP1) for the prior calendar year
was 3% or higher. Ifthe CPlis less than 3%, CPlis granted. Increases are approved annually subject fo compliance with funding policy.

Statewide Pian Actuarial Information

The South Carolina Retirement Systems do not determine separate measurements of assets and pension benefit obligations for individual
employers. An actuarial valuation is performed for the systemsannually. No changes in actuarial assumptions orbenefit provisions have
occurred subsequent to July 1, 1695, The interest rate assumption for actuarial purposes is 7.25%. An assumption of future COLA
adjustments was removed (SCRS and PORS) and the method of valuing assets was changed from book value to a smoothed market

value.

The Systemsuse a projected benefit method for actuariaf valuation with level percentage entry age, nommal costand open-end unfunded
accrued liability. At July 1, 2008, based upon the actuarial method used for funding purposes:

SCRS PORS
Unfunded Accrued Liability $ 9,725,073,000 $ 530,440,000
Liquidation Period 30 years 18 years

Other Post Employment Benefits{(OPEB)

Plan Description

The County provides post-retirement health, life and dental care benefits, as per the requirements of a focal ordinance, for cetfain retirees.
Substantially alf employees who retire under the State retirements plans are eligible to continue their coverage with the County paying
100% of the premium for those with 28 or more years of setvice, 756% of the premium for those with 20 years {o 27 years of service and
50% of the premium for those with 15 years to 20 years of service. On June 9, 2008, the County closed these benefits to all employees
hired after June 9, 2008. As of year-end there were 60 employees who had retired with the County and were recelving health insurance

benefits.
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(J
{W 12 Other Post Employment Benefits (OPEB) — Continued:
{0
b Funding Policy
o ' ,
{5 The contribution requirements of plan members and the County are established and may be amended by the County. The required
I contribution is currently based on pay-as-you-go financing requirements. For the year ended June 30, 2008, the County recognized
:‘:' expenditures of $8,694,422 for current healthcare premiums,
; .
AR
{3 Annual OPEB Cost and Net OPEB Obligation
{0
. The County's annual OPEB cost is calculated based on the annual required contribution of the employer (ARC), an amount actuarily
(“:’) determined In accordance with the parameters of GASB Statement45. The ARG represents a level of funding that, if paid onan ongoing
(&_} basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or funding excess)over a period notto
{ exceed 30 years. The following table shows the components of the County’s annual OPEB cost for the year, the amount actually

contributed to the plan, and changes in the County’s net OPEB:

Annual Required Contribution $ 3,381,788
interest on Net OPEB Obligation -
/ Adjustment to Annual Required Contribution -
e 3,381,788

] Annual OPEB Cost
L Contributions Made ————

{ Increase in Net OPEB Obligation 3,381,788
& . , Net Obligation — Beginning of Year . -
. Net Obligation — End of Year $.___3.381788
\ H .
L. The County’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB obligation for the 2008
{ fiscal year were as follows; '
o Percentage
L Fiscal of Annual
o Year Annual OPEB Cost Net OPEB
{0 Ending OPEB Cost Contributed Obligation
k - 2008 $ 3,381,788 100.0% $ 3,381,788
- Funded Status and Funding Progress

I As of May 6, 2008, the most recent actuarial valuation date, the plan was 0.0% funded. The actuarial accrued liability for benefits was
> $34.2 million, resulting in an unfunded actuarial accrued liability (UAAL) of $34.2 million. The covered payroll (annual payroll of active
employees covered by the plan) was approximately $46,695,744, and the ratio of the UAAL to the coverd payroll was 73.2 percent.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examples include assumptions about future employment, mortality, and the healthcare costtrend.
Amounts determined regarding the funding status of the plan and annual required contributions of the employer are subject to continual
revision as actual results are compared with past expectations and new estimates are made about the future. The schedule of funding
progress, presented as required supplementary information following the notes to the financial statements, presents muiti-year trend
information about whether actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued fiabilities for

benefits.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Other Post Employment Benefits (OPEB) — Continued:

Funded Status and Funding Progress

Projections of benefits for financial reporting purposes are pased on the substantive plan (the plan as understood by the employer and the
plan members) and include the types of benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and plan members fo that point. The actuarial metheds and assumptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued fiabilities and the actuarial value of assets, consistent with the

long-term perspective of the calculations.

in the May 6, 2008 actuarial valuation, the projected unit credit method was used. The actuarial assumptions included 24.00% investment
rate of return {net of administrative expenses), whichis the blended rate of the expected long-term investment returns on plan assets on
the County's own investments calcuiated based on the funded levelof the plan at the valuation date, and an annual healthcare cost trend
rate of 8.00% in 2008 decreasing to the ultimate rate of 5.00% in 2014. Also, the actuarial assumptions included a 3.75% annual salary
rate increase and 3.75% for an annual inflation rate. The UAAL is being amortized via the level percentage method, which amortizes the
UAAL as a constant percent of payroll The remaining amortization period at June 30, 2008was 29 years.

Accrued Compensated Absences and Other Benefits

Effective February 15, 1993, Beaufort County adopted a new leave policy for all employees. The TOWP/SCA policy was replaced with a
policy granting Personal Leave Days and Personal Disability Leave. Under the new policy, employees were entitled to a maximum
Personal Leave balance of 280 hours. Upon termination, employees wilf be paid for all unused, unpaid Personal Leave up to this
maximum. The liability recorded at June 30, 2008, to cover unused, unpaid Personal Leave including fringe benefits totaled $2,763,840.

The entire $ 2,763,940 is considered a long-term liability.

All leave hours accrued in excess of this Personal Leave maximum were accrued to the employee’s Personal Disabitity leave account. A
maximum of 360 hours may be maintained in an employee's Personal Disability leave account. The only accruaito this balance occurs
when an employee’s Personal Leave account exceeds 280 hours, at which time excess hours are "rolled over” to the Personal Disability

_-{eave account. Personal Disability leave is to be usedin the case of an extended or life threatening fllness. This account can only be used
once all accrued hours in the Personal Leave account have been usedto a palance of 80 hours or less. The employee must present a

doctor's statementverifying the disability or illness in order to utilize his/her Personal Disability leave. Employees with remaining SCA
feave balances may retain those balances. The same rules govering the use of Personal Disability leave apply fo the use of SCA leave.
Upon termination of employment with Beaufort County, no payment for any unused SCA or Personal Disability leave will be made.

The County does not provide post empioyment health care benefits except those mandated by the Consolidated Omnibus Budget
Reconciliation Act (COBRA). The requirements established by COBRA are fully funded by employees who elect coverage under the Act,

and no direct costs are incurred by the County.

Commitments and Contingencies

On November 22, 1991, the County entered into a 20 year lease agreement with the General Services Administration of the U. S.
Government (GSA) for the use of the former Beaufort County Courthouse building by GSA as a Federal Courthouse. Under this
agreement, the County renovated the building in accordance with GSA specifications at an approximate costof $1,933,744. Financing
has been arranged for the fundling of these costs and the County has assigned all rights and interest in the lease paymentsfrom GSA to
the lender. The terms and required payments on the lease are the same as the terms and required payments on the iean. After the
payment of the loan and the end of the lease term, the asset will remain as property of the County.
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14.

15.

16.

BEAUFORT COUNTY, SOUTH CARCLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Commitments and Contingencies~ Continued:

Arbitrage rules - State and local bonds issued after 1984 are subject to arbitrage restrictions as enacted by the Federal Government. To

retain the bands' tax exempt status, local governments must complywith the regulations as adopted by the governmentexpend all of the

bond proceeds within designated periods which could be up to three years. The County is in compliance with all arbitrage rules.

As of June 30, 2008, the County has cutstanding construction contracts of $26,847,774.

Risk Management and Litigation

The County is exposed to various risks of losses related to torts; thefts of; damage to and destruction of assets; erors and omissions;
injuries to employees; and natural disaster. The County manages fisk through employee educationa and prevention programs and
through the purchase of casuatlty and liability insurance. Allrisk management activities are accounted for in the General Fund.

Expenditures and clairns are recognized when itis probable that a loss has occurred and the amount of the loss can be reasonability
estimated. In determining claims, events that might create claims, but for which none have been reported are considered.

The County is a party to severa! lawsuits which seek to recover property taxes paid under protest and to overturn property sold at “tax

sales.” The County's attorney estimates that the amount of actual or potential claims against the County at June 30, 2008 will not
materially affect the financial conditions of the County. Therefore, the General Fund contains no provision for estimated claims.

Fund Equity Deficits and Subsequent Events

At June 30, 2008, the 20068 hond projects fund had a deficit balance of $3,877,798 and the accommodationstax program fund had a
deficit balance of $85,490. However, these individual accounts are offset by a positive fund balance in the generalfund.

After June 30, 2008, the County entered into several operating leases. The lease paymentsare reflected in the schedule of minimum

commitments for operating icase payments in Note 9.

During November 2008 through January 2009, the Gounty repurchased $1,670,000 of its Biuffton TIF bonds on the open marketfor less
than par. it is noted that the debt will not be defeased until 2008, when these bonds are cancetlled.
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(Date of Delivery)

Beaufort County, South Carolina

BEAUFORT COUNTY, SOUTH CAROLINA
GENERAL OBLIGATION BOND ANTICIPATION NOTES, SERIES 2009
$48,755,000

We have served as bond counsel for Beaufort County, South Carolina (the “County”) in
connection with the issuance of $48.755,000 General Obligation Bond Anticipation Notes, Series 2009
dated _,2009 (the “Notes™). In such capacity, we have examined such law and certified
proceedings, certifications, and other documents as we have deemed necessary to render this opinion.

Regarding questions of fact material to our opinion, we have relied on the certified proceedings
and other certifications of public officials and others furnished us without undertaking to verify the same
by independent investigation.

Based on the foregoing, we are of the opinion that, under existing law:

1. The Notes have been authorized and executed by the County and are valid and binding
general obligations of the County.

2. The County has power and is obligated to levy and collect annually a tax, without limit,
on all taxable property in the County sufficient to pay the principal of and interest on the Notes as they
respectively mature and to create such sinking fund as may be necessary therefor.

3. Interest on the Notes is excluded from gross income for federal income tax purposes and
is not an item of tax preference for purposes of the federal alternative minimum ftax imposed on
individuals and corporations; however, such interest is taken into account in determining adjusted current
earnings for the purpose of computing the alternative minimum tax imposed on certain corporations. The
opinion set forth in the preceding sentence is subject to the condition that the County comply with all
requirements of the Internal Revenue Code of 1986 (the “Code”) that must be satisfied subsequent to the
issuance of the Notes in order that interest thereon be, or continue to be, excluded from gross income for
federal income tax purposes. The County has covenanted to comply with such requirements. Failure to
comply with certain of such requirements may cause interest on the Notes to be included in gross income
for federal income tax purposes to be retroactive to the date of issuance of the Notes.

4, Under the laws of the State of South Carolina, the Notes and the interest thereon are
presently exempt from all taxation in the State, except estate or other transfer taxes. It should be noted,
however, that Section 12-11-20, Code of Laws of South Carolina 1976, as amended, imposes upon every
bank engaged in business in the State a fee or franchise tax computed on the entire net income of such
bank which includes interest paid on the Notes.

The rights of the owners of the Notes and the enforceability of the Notes are limited to
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights
generally, and by equitable principles, whether considered at law or in equity.

We express no opinion regarding the accuracy, adequacy, or completeness of the Official
Statement relating to the Notes. Further, we express no opinion regarding tax consequences arising with

respect to the Notes other than as expressly set forth herein.
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This opinion is given as of the date hereof, and we assume no obligation to revise or supplement
this opinion to reflect any facts or circumstances that may hereafter come to our attention, or any changes
in law that may hereafter occur.

Very truly yours,

McNAIR LAW FIRM, P.A.
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FORM OF DISCLOSURE DISSEMINATION AGENT AGREEMENT

This Disclosure Dissemination Agent Agreement (the “Disclosure Agreement”), dated as of
March 10, 2009, is executed and delivered by Beaufort County, South Carolina (the “Issuer”) and Digital
Assurance Certification, L.L.C., as exclusive Disclosure Dissemination Agent (the “Disclosure
Dissemination Agent” or “DAC”) for the benefit of the Holders (hereinafter defined) of the Bonds
(bereinafter defined) and in order to provide certain continuing disclosure with respect to the Bonds in
accordance with Rule 15¢2-12 of the United States Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time (the “Rule”).

SECTION 1.  Definitions. Capitalized terms not otherwise defined in this Disclosure Agreement shall
have the meaning assigned in the Rule or, to the extent not in conflict with the Rule, in the Official
Statement (hereinafter defined). The capitalized terms shall have the following meanings:

“Annual Report” means an Annual Report described in and consistent with Section 3 of this
Disclosure Agreement.

“Annual Filing Date” means the date, set in Sections 2(a) and 2(f), by which the Annual Report is
to be filed with the Repositories.

“Annual Financial Information” means annual financial information as such term is used in
paragraph (b)(5)(i) of the Rule and specified in Section 3(a) of this Disclosure Agreement.

“Audited Financial Statements” means the financial statements (if any) of the Issuer for the prior
fiscal year, certified by an independent auditor as prepared in accordance with generally accepted
accounting principles or otherwise, as such term is used in paragraph (b)(5)(i) of the Rule and
specified in Section 3(b) of this Disclosure Agreement.

“Bonds” means the bonds as listed on the attached Exhibit A, with the 9-digit CUSIP numbers
relating thereto.

“Certification” means a written certification of compliance signed by the Disclosure
Representative stating that the Annual Report, Audited Financial Statements, Voluntary Report or
Notice Event notice delivered to the Disclosure Dissemination Agent is the Annual Report,
Audited Financial Statements, Voluntary Report or Notice Event notice required to be submitted
to the Repositories under this Disclosure Agreement. A Certification shall accompany each such
document submitted to the Disclosure Dissemination Agent by the Issuer and include the full
name of the Bonds and the 9-digit CUSIP numbers for all Bonds to which the document applies.

“Disclosure Representative” means the Chief Financial Officer, the senior member of the Issuer
or his or her designee, or such other person as the Issuer shall designate in writing to the
Disclosure Dissemination Agent from time to time as the person responsible for providing
Information to the Disclosure Dissemination Agent.

“Disclosure Dissemination Agent” means Digital Assurance Certification, L.L.C, acting in its
capacity as Disclosure Dissemination Agent hereunder, or any successor Disclosure
Dissemination Agent designated in writing by the Issuer pursuant to Section 9 hereof.

“Holder” means any person (a) having the power, directly or indirectly, to vote or consent with
respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through
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nominees, depositories or other intermediaries) or (b) treated as the owner of any Bonds for
federal income tax purposes.

“Information” means the Annual Financial Information, the Audited Financial Statements (if any)
the Notice Event notices, and the Voluntary Reports.

“Notice Event” means an event listed in Sections 4(a) of this Disclosure Agreement.

“MSRB” means the Municipal Securities Rulemaking Board established pursuant to Section
15B(b)(1) of the Securities Exchange Act of 1934.

“National Repository” means any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule. The list of National Repositories maintained by the United
States Securities and Exchange Commission shall be conclusive for purposes of determining
National Repositories. Currently, the following are National Repositories:

1. DPC Data Inc.
One Executive Drive
Fort Lee, New Jersey 07024
(201) 346-0701 (phone)
(201) 947-0107 (fax)
http://www.dpcdata.com
Email: nmmsir@dpcedata.com

2. Interactive Data Pricing and Reference Data, Inc.
Attn: NRMSIR
100 William Street, 15" Floor
New York, New York 10038
(212) 771-6999 (phone); 800-689-8466
(212) 771-7390 (fax)
http://www.interactivedate-prd.com
Email: NRMSIR@interactivedate.com

3. Bloomberg Municipal Repository
100 Business Park
Skillman, NJ 08558
(609) 279-3225 (phone)
(609) 279-5962 (fax)
hitp://bloomberg.com/markets/rates/municontacts.html
Email: Munis@Bloomberg.com

4. Standard & Poor’s Securities Evaluations, Inc.
55 Water Street
45™ Floor
New York, New York 10041
(212) 438-4595 (phone)
(212) 438-3975 (fax)
http://www.disclosuredirectory.standardandpoors.com/
Email: nrmsir_repository@sandp.com
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“Official Statement” means that Official Statement prepared by the Issuer in connection with the
Bonds as listed on Appendix A.

“Repository” means the MSRB, each National Repository and the State Depository (if any).

“State Depository” means any public or private depository or entity designated by the State of
South Carolina as a state information depository (if any) for the purpose of the Rule. The list of
state information depositories maintained by the United States Securities and Exchange
Commission shall be conclusive as to the existence of a State Depository. Currently, the
following depositories are listed by the Securities and Exchange Commission as available State
Depositories:

1. Municipal Advisory Council of Michigan
1445 First National Building
Detroit, Michigan 48226-3517
(313) 963-0420 (phone)
(313) 963-0943 (fax)
jackie@macmi.com

2. Municipal Advisory Council of Texas
PO Box 2177
Austin, TX 78768-2177
(512) 476-6947 (phone)
(512) 476-6403 (fax)
mac@mactexas.com

3. Ohio Municipal Advisory Council
9321 Ravenna Road, Unit K
Twinsburg, OH 44087-2445
(330) 963-7444 (phone)

(800) 969-OMAC (6622) (phone)
(330) 963-7553 (fax)

sid_filing@ohiomac.com

“Trustee” means the institution identified as such in the document under which the Bonds were
issued.

“Voluntary Report” means the information provided to the Disclosure Dissemination Agent by
the Issuer pursuant to Section 7.

SECTION 2. Provision of Annual Reports.

(a) The Issuer shall provide, annually, an electronic copy of the Annual Report and
Certification to the Disclosure Dissemination Agent, together with a copy for the Trustee, not later than
30 days prior to the Annual Filing Date. Promptly upon receipt of an electronic copy of the Annual
Report and the Certification, the Disclosure Dissemination Agent shall provide an Annual Report to each
National Repository and the State Depository (if any) not later than 210 days after the end of each fiscal
year of the Issuer, commencing with the fiscal year ending June 30, 2009. Such date and each
anniversary thereof is the Annual Filing Date. The Annual Report may be submitted as a single document
or as separate documents comprising a package, and may cross-reference other information as provided in
Section 3 of this Disclosure Agreement.



(b) If on the fifteenth (15th) day prior to the Annual Filing Date, the Disclosure
Dissemination Agent has not received a copy of the Annual Report and Certification, the Disclosure
Dissemination Agent shall contact the Disclosure Representative by telephone and in writing (which may
be by ¢-mail) to remind the Issuer of its undertaking to provide the Annual Report pursuant to Section
2(a). Upon such reminder, the Disclosure Representative shall either (1) provide the Disclosure
Dissemination Agent with an electronic copy of the Annual Report and the Certification) no later than
two (2) business days prior to the Annual Filing Date, or (ii) instruct the Disclosure Dissemination Agent
in writing that the Issuer will not be able to file the Annual Report within the time required under this
Disclosure Agreement, state the date by which the Annual Report for such year will be provided and
instruct the Disclosure Dissemination Agent that a Notice Event as described in Section 4(a)(12) has
occurred and to immediately send a notice to each National Repository or the MSRB and the State
Depository (if any) in substantially the form attached as Exhibit B.

{c) If the Disclosure Dissemination Agent has not received an Annual Report and
Certification by 12:00 noon on the first business day following the Annual Filing Date for the Annual
Report, a Notice Event described in Section 4(a)(12) shall have occurred and the Issuer irrevocably
directs the Disclosure Dissemination Agent to immediately send a notice to each National Repository or
the MSRB and the State Depository (if any) in substantially the form attached as Exhibit B.

(d) iIf Audited Financial Statements of the Issuer are prepared but not available prior to the
Annual Filing Date, the Issuer shall, when the Audited Financial Statements are available, provide in a
timely manner an electronic copy to the Disclosure Dissemination Agent, accompanied by a Certificate,
together with a copy for the Trustee, for filing with each National Repository and the State Depository af

any).

(e) The Disclosure Dissemination Agent shall:
1) determine the name and address of each Repository each year prior to the Annual
Filing Date;

(i1) upon receipt, promptly file each Annual Report received under Section 2(a) with
each National Repository, and the State Depository, (if any);

(iiiy  upon receipt, promptly file each Audited Financial Statement received under
Section 2(d) with each National Repository, and the State Depository (if any};

(iv) upon receipt, promptly file the text of each disclosure to be made with each
National Repository or the MSRB and the State Depository (if any) together with
a completed copy of the MSRB Material Event Notice Cover Sheet in the form
attached as Exhibit C, describing the event by checking the box indicated below
when filing pursuant to the Section of this Disclosure Agreement indicated:

1. “Principal and interest payment delinquencies,” pursuant to Sections 4(c)
and 4(a)(1);

2. “Non-Payment related defaults,” pursuant to Sections 4(c) and 4(a)(2);

3. “Unscheduled draws on debt service reserves reflecting financial

difficulties,” pursuant to Sections 4(c) and 4(a)(3);

4. “Unscheduled draws on credit enhancements reflecting financial
difficulties,” pursuant to Sections 4(c) and 4(a)(4);
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5. “Substitution of credit or liquidity providers, or their failure to perform,”
pursuant to Sections 4(c) and 4(a)(5);

6. “Adverse tax opinions or events affecting the tax-exempt status of the
security,” pursuant to Sections 4(c) and 4(a)(6);

7. “Modifications to rights of securities holders,” pursuant to Sections 4(c)
and 4(a)(7);

8. “Bond calls,” pursuant to Sections 4(c) and 4(a)(8);

9. “Defeasances,” pursuant to Sections 4(c) and 4(a)(9);

10. “Release, substitution, or sale of property securing repayment of the

securities,” pursuant to Sections 4(c) and 4(a)(10);
11. “Ratings changes,” pursuant to Sections 4(c) and 4(a)(11);

12. “Failure to provide annual financial information as required,” pursuant to
Scction 2(b)(ii) or Section 2(c), together with a completed copy of
Exhibit B to this Disclosure Agreement;

13. “Other material event notice (specify),” pursuant to Section 7 of this
Agreement, together with the summary description provided by the
Disclosure Representative.

v) provide the Issuer evidence of the filings of each of the above when made, which
shall be by means of the DAC system, for so long as DAC is the Disclosure
Dissemination Agent under this Disclosure Agreement.

® The Issuer may adjust the Annual Filing Date upon change of its fiscal year by providing
written notice of such change and the new Annual Filing Date to the Disclosure Dissemination Agent,
Trustee (if any) and the Repositories, provided that the period between the existing Annual Filing Date
and new Annual Filing Date shall not exceed one year.

SECTION 3.  Content of Annual Reports.

(a) Each Annual Report shall contain Annual Financial Information with respect to the Issuer,
including the information provided in the Official Statement under the headings: “Security,” “QOutstanding
Indebtedness,” “Assessed Value of Taxable Property in the County,” “Estimated True Value of All
Taxable Property in the County,” “Tax Rates,” “Tax Collections for Last Five Years,” and “Ten Largest
Taxpayers.”

(b) Audited Financial Statements prepared in accordance with GAAP as described in the Official
Statement will be included in the Annual Report.

Any or all of the items listed above may be included by specific reference from other documents,
including official statements of debt issues with respect to which the Issuer is an “obligated person” (as
defined by the Rule), which have been previously filed with each of the National Repositories or the
Securities and Exchange Commission. If the document incorporated by reference is a final official



statement, it must be available from the MSRB. The Issuer will clearly identify each such document so
incorporated by reference.

SECTION 4. Reporting of Notice Events.

(a) The occurrence of any of the following events, if material, with respect to the Bonds
constitutes a Notice Event:

1. Principal and interest payment delinquencies;

2. Non-payment related defaults;

3. Unscheduled draws on debt service reserves reflecting financial difficulties;

4. Unscheduled draws on credit enhancements relating to the Bonds reflecting financial
difficulties;

5. Substitution of credit or liquidity providers, or their failure to perform;

6. Adverse tax opinions or events affecting the tax-exempt status of the Bonds;

7. Modifications to rights of Bond holders;

8. Bond calls;

9. Defeasances;

10. Release, substitution, or sale of property securing repayment of the Bonds;

11. Rating changes on the Bonds;
12. Failure to provide annual financial information as required; and

13. Other material event notice (specify)

The Issuer shall promptly notify the Disclosure Dissemination Agent in writing upon the occurrence of a
Notice Event. Such notice shall instruct the Disclosure Dissemination Agent to report the occurrence
pursuant to subsection (c). Such notice shall be accompanied with the text of the disclosure that the Issuer
desires to make, the written authorization of the Issuer for the Disclosure Dissemination Agent fo
disseminate such information, and the date the Issuer desires for the Disclosure Dissemination Agent to
disseminate the information.

b) The Disclosure Dissemination Agent is under no obligation to notify the Issuer or the
Disclosure Representative of an event that may constitute a Notice Event. In the event the Disclosure
Dissemination Agent so notifies the Disclosure Representative, the Disclosure Representative will within
five business days of receipt of such notice, instruct the Disclosure Dissemination Agent that (i) a Notice
Event has not occurred and no filing is to be made or (ii) a Notice Event has occurred and the Disclosure
Dissemination Agent is to report the occurrence pursuant to subsection (c), together with the text of the
disclosure that the Issuer desires to make, the written authorization of the Issuer for the Disclosure
Dissemination Agent to disseminate such information, and the date the Issuer desires for the Disclosure
Dissemination Agent to disseminate the information.
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(c) If the Disclosure Dissemination Agent has been instructed by the Issuer as prescribed in
subsection (a) or (b){ii) of this Section 4 to report the occurrence of a Notice Event, the Disclosure
Dissemination Agent shall promptly file a notice of such occurrence with the State Depository (if any)
and (i) each National Repository, or (i) the MSRB.

SECTION 5.  CUSIP Numbers.  Whenever providing information to the Disclosure
Dissemination Agent, including but not limited to Annual Reports, documents incorporated by reference
to the Annual Reports, Audited Financial Statements, notices of Notice Events, and Voluntary Reports
filed pursuant to Section 7(a), the Issuer shall indicate the full name of the Bonds and the 9-digit CUSIP
numbers for the Bonds as to which the provided information relates.

SECTION 6.  Additional Disclosure Obligations. The Issuer acknowledges and understands
that other state and federal laws, including but not limited to the Securities Act of 1933 and Rule 10b-5
promulgated under the Securities Exchange Act of 1934, may apply to the Issuer, and that the failure of
the Disclosure Dissemination Agent to so advise the Issuer shall not constitute a breach by the Disclosure
Dissemination Agent of any of its duties and responsibilities under this Disclosure Agreement. The
Issuer acknowledges and understands that the duties of the Disclosure Dissemination Agent relate
exclusively to execution of the mechanical tasks of disseminating information as described in this"
Disclosure Agreement.

SECTION 7.  Voluntary Reports.

(a) The Issuer may instruct the Disclosure Dissemination Agent to file information with the
Repositories, from time to time pursuant to a Certification of the Disclosure Representative
accompanying such information (a “Voluntary Report™).

(b) Nothing in this Disclosure Agreement shall be deemed to prevent the Issuer from
disseminating any other information through the Disclosure Dissemination Agent using the means of
dissemination set forth in this Disclosure Agreement or including any other information in any Annual
Report, Annual Financial Statement, Voluntary Report or Notice Event notice, in addition to that required
by this Disclosure Agreement. If the Issuer chooses to include any information in any Annual Report,
Annual Financial Statement, Voluntary Report or Notice Event notice in addition to that which is
specifically required by this Disclosure Agreement, the Issuer shall have no obligation under this
Disclosure Agreement to update such information or include it in any future Annual Report, Annual
Financial Statement, Voluntary Report or Notice Event notice.

SECTION 8. Termination of Reporting Obligation. The obligations of the Issuer and the
Disclosure Dissemination Agent under this Disclosure Agreement shall terminate with respect to the
Bonds upon the legal defeasance, prior redemption or payment in full of all of the Bonds, when the Issuer
is no longer an obligated person with respect to the Bonds, or upon delivery by the Disclosure
Representative to the Disclosure Dissemination Agent of an opinion of nationally recognized bond
counsel to the effect that continuing disclosure is no longer required.

SECTION 9. Disclosure Dissemination Agent. The Issuer has appointed Digital Assurance
Certification, L.L.C. as exclusive Disclosure Dissemination Agent under this Disclosure Agreement. The
Issuer may, upon thirty days written notice to the Disclosure Dissemination Agent and the Trustee,
replace or appoint a successor Disclosure Dissemination Agent. Upon termination of DAC’s services as
Disclosure Dissemination Agent, whether by notice of the Issuer or DAC, the Issuer agrees to appoint a
successor Disclosure Dissemination Agent or, alternately, agrees to assume all responsibilities of
Disclosure Dissemination Agent under this Disclosure Agreement for the benefit of the Holders of the
Bonds. Notwithstanding any replacement or appointment of a successor, the Issuer shall remain liable
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until payment in full for any and all sums owed and payable to the Disclosure Dissemination Agent. The
Disclosure Dissemination Agent may resign at any time by providing thirty days’ prior written notice to
the Issuer.

SECTION 10. Remedies in Event of Default. In the event of a failure of the Issuer or the
Disclosure Dissemination Agent to comply with any provision of this Disclosure Agreement, the Holders’
rights to enforce the provisions of this Agreement shall be limited solely to a right, by action in
mandamus or for specific performance, to compel performance of the parties’ obligation under this
Disclosure Agreement. Any failure by a party to perform in accordance with this Disclosure Agreement
shall not constitute a default on the Bonds or under any other document relating to the Bonds, and all
rights and remedies shall be limited to those expressly stated herein.

SECTION 11. Duties. Immunities and Liabilities of Disclosure Dissemination Agent.

(a) The Disclosure Dissemination Agent shall have only such duties as are specifically set forth in
this Disclosure Agreement. The Disclosure Dissemination Agent’s obligation to deliver the information
at the times and with the contents described herein shall be limited to the extent the Issuer has provided
such information to the Disclosure Dissemination Agent as required by this Disclosure Agreement. The
Disclosure Dissemination Agent shall have no duty with respect to the content of any disclosures or
notice made pursuant to the terms hereof. The Disclosure Dissemination Agent shall have no duty or
obligation to review or verify any Information or any other information, disclosures or notices provided to
it by the Issuer and shall not be deemed to be acting in any fiduciary capacity for the Issuer, the Holders
of the Bonds or any other party. The Disclosure Dissemination Agent shall have no responsibility for the
Issuer’s failure to report to the Disclosure Dissemination Agent a Notice Event or a duty to determine the
materiality thereof. The Disclosure Dissemination Agent shall have no duty to determine, or liability for
failing to determine, whether the Issuer has complied with this Disclosure Agreement. The Disclosure
Dissemination Agent may conclusively rely upon certifications of the Issuer at all times.

THE ISSUER AGREES TO INDEMNIFY AND SAVE THE DISCLOSURE DISSEMINATION
AGENT AND ITS RESPECTIVE OFFICERS, DIRECTORS, EMPLOYEES AND AGENTS,
HARMLESS AGAINST ANY LOSS, EXPENSE AND LIABILITIES WHICH THEY MAY INCUR
ARISING OUT OF OR IN THE EXERCISE OR PERFORMANCE OF THEIR POWERS AND
DUTIES HEREUNDER, INCLUDING THE COSTS AND EXPENSES (INCLUDING ATTORNEYS
FEES) OF DEFENDING AGAINST ANY CLAIM OF LIABILITY, BUT EXCLUDING LIABILITIES
DUE TO THE DISCLOSURE DISSEMINATION AGENT’S GROSS NEGLIGENCE OR WILLFUL
MISCONDUCT.

The obligations of the Issuer under this Section shall survive resignation or removal of the Disclosure
Dissemination Agent and defeasance, redemption or payment of the Bonds.

b) The Disclosure Dissemination Agent may, from time to time, consult with legal counsel
(either in-house or external) of its own choosing in the event of any disagreement or controversy, or
question or doubt as to the construction of any of the provisions hereof or its respective duties hereunder,
and neither of them shall incur any liability and shall be fully protected in acting in good faith upon the
advice of such legal counsel. The fees and expenses of such counsel shall be payable by the Issuer.

SECTION 12. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Issuer and the Disclosure Dissemination Agent may amend this Disclosure Agreement
and any provision of this Disclosure Agreement may be waived, if such amendment or waiver is
supported by an opinion of counsel expert in federal securities laws acceptable to both the Issuer and the
Disclosure Dissemination Agent to the effect that such amendment or waiver does not materially impair
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the interests of Holders of the Bonds and would not, in and of itself, cause the undertakings herein to
violate the Rule if such amendment or waiver had been effective on the date hereof but taking into
account any subsequent change in or official interpretation of the Rule; provided neither the Issuer or the
Disclosure Dissemination Agent shall be obligated to agree to any amendment modifying their respective
duties or obligations without their consent thereto.

Notwithstanding the preceding paragraph, the Disclosure Dissemination Agent shall have the
right to adopt amendments to this Disclosure Agreement necessary to comply with modifications to and
interpretations of the provisions of the Rule as announced by the Securities and Exchange Commission
from time to time by giving not less than 20 days written notice of the intent to do so together with a copy
of the proposed amendment to the Issuer. No such amendment shall become effective if the Issuer shall,
within 10 days following the giving of such notice, send a notice to the Disclosure Dissemination Agent
in writing that it objects to such amendment.

SECTION 13. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the
Issuer, the Trustee of the Bonds, the Disclosure Dissemination Agent, the underwriter, and the Holders
from time to time of the Bonds, and shall create no rights in any other person or entity.

SECTION 14. Governing Law. This Disclosure Agreement shall be governed by the laws of the
State of New York {other than with respect to conflicts of laws).

SECTION 15. Counterparts.  This Disclosure Agreement may be executed in several

counterparts, each of which shall be an original and all of which shall constitute but one and the same
instrument.
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The Disclosure Dissemination Agent and the Issuer have caused this Continuing Disclosure
Agreement to be executed, on the date first written above, by their respective officers duly authorized.

DIGITAL ASSURANCE CERTIFICATION, L.L.C.,
as Disclosure Dissemination Agent

By:
Name:
Title:

BEAUFORT COUNTY, SOUTH CAROLINA,
as Issuer

By:
Name:
Title:




Name of Issuer
Obligated Person(s)
Name of Bond Issue:

Date of Issuance:
Date of Official Statement

CUSIP Number:

EXHIBIT A
NAME AND CUSIP NUMBERS OF BONDS

Beaufort County, South Carolina

David Starkey Chief Financial Officer

General Obligation Bond Anticipation Notes, Series 2009,
$48,755,000

, 2009
February 24, 2009




EXHIBIT B
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer Beaufort County, South Carolina

Obligated Person(s) David Starkey, Chief Financial Officer

Name of Bond Issue: General Obligation Bond Anticipation Notes, Series 2009,
$48,755,000

Date of Issuance: _,2009

Date of Official Statement February 24, 2009

NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual Report with respect to the
above-named Bonds as required by the Disclosure Agreement, dated as of March 10, 2009, between the
Issuer and Digital Assurance Certification, L.L.C., as Disclosure Dissemination Agent. The Issuer has
notified the Disclosure Dissemination Agent that it anticipates that the Annual Report will be filed by

Dated:

Digital Assurance Certification, L.L.C., as Disclosure Dissemination Agent, on behalf of the Issuer

ce: Issuer
Obligated Person
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EXHIBIT C
MATERIAL EVENT NOTICE COVER SHEET

This cover sheet and material event notice should be sent to the Municipal Securities Rulemaking Board
or to all Nationally Recognized Municipal Securities Information Repositories, and the State Information
Depository, if applicable, pursuant to Securities and Exchange Commission Rule 15¢2-12(b)(5)(1)(C) and

(D).

Issuer’s and/or Other Obligated Person’s Name:

Issuer’s Six-Digit CUSIP Number:

or Nine-Digit CUSIP Number(s) of the bonds to which this material event notice relates:

Number of pages of attached material event notice:

Description of Material Events Notice (Check One):

1. Principal and interest payment delinquencies

2. Non-Payment related defaults

3. Unscheduled draws on debt service reserves reflecting financial difficulties
4. Unscheduled draws on credit enhancements reflecting financial difficulties
5. Substitution of credit or liquidity providers, or their failure to perform

6. _ Adverse tax opinions or events affecting the tax-exempt status of the security
7. Modifications to rights of securities holders

8. Bondcalls

9. Defeasances

10. _ Release, substitution, or sale of property securing repayment of the securities
11. _ Rating changes

12. _ Failure to provide annual financial information as required

13, Other material event notice (specify)

14.

I hereby represent that I am authorized by the issuer or its agent to distribute this information publicly:

Signature:

Name: Title:

Employer: Digital Assurance Certification, L.L.C.

Address:

City, State, Zip Code:

Voice Telephone Number:




OFFICIAL NOTICE OF SALE

$48,755,000
BEAUFORT COUNTY, SOUTH CAROLINA
GENERAL OBLIGATION BOND ANTICIPATION NOTES, SERIES 2009

Bid Date: February 24, 2009, 11:00 a.m.

NOTICE IS HEREBY GIVEN that sealed, facsimile and electronic bids for the purchase of all but not
part of the above notes (the “Notes™) will be received by the Beaufort County Administrator on behalf of
Beaufort County, South Carolina (the “County”), in the case of sealed and facsimile bids, at the offices of
the County Administrator, 100 Ribaut Road, Room 156, Beaufort, South Carolina, and in the case of
electronic bids, via Ipreo (as explained below) until 11:00 a.m. (South Carolina Time) on Tuesday,
February 24, 2009.

BID SUBMISSION: Sealed and facsimile bids must be submitted on bid forms furnished by the County.
Sealed bids shall be enclosed in a sealed envelope marked on the outside “Proposal for the Purchase of
Beaufort County, South Carolina, General Obligation Bond Anticipation Notes, Series 2009,
$48,755,000.” Bids submitted by facsimile should be preceded by a cover sheet addressed to Gary Kubic,
County Administrator and should be sent only once to (843) 470-2592. Electronic proposals must be
submitted through i-Deal’s Ipreo Electronic Bid Submission System (“Ipreo”). No electronic bids
from any other providers of electronic bidding services will be accepted. Information about the
electronic bidding services of Ipreo may be obtained from i-Deal, 1359 Broadway, 2nd Floor, New
York, New York 10018, Customer Support, telephone (212) 849-5021. The County, McNair Law
Firm, P.A. and Ross, Sinclaire & Associates, LLC shall not be responsible for any failure, misdirection or
error in the means of transmission selected by any bidder.

GOOD FAITH DEPOSIT: No good faith deposit is required.

NOTE DETAILS: The Notes will be issued initially as a single fully registered note in book-entry only
form and when issued will be registered to Cede & Co., as nominee for DTC. Purchases of beneficial
interest in the Notes will be made in book-entry form only, in the denomination of $100,000 or any
integral multiple thereof. The Notes will be dated March 10, 2009, the expected date of delivery, and due
on March 10, 2010. Interest, calculated on the basis of a 360-day year of twelve 30-day months, will be
payable at maturity on March 10, 2010.

REDEMPTION PROVISIONS: THE NOTES WILL NOT BE SUBJECT TO REDEMPTION.
RATINGS: Moody’s and Standard & Poor’s ratings have been applied for.

INTEREST RATES: Bidders must specify the fixed rate of interest the Notes shall bear according to the
following restrictions: (a) the interest rate may not exceed six percent (6%) and (b) the interest rate
specified must be a multiple of 1/100th of one percent.

BASIS OF AWARD: The Notes will be awarded to the responsive bidder whose bid results in the lowest
NET INTEREST COST (the “NIC”) to the County. The NIC will be calculated as the total interest
from March 10, 2009 to March 10, 2010, minus any premium. If two or more bids provide for the same
lowest NIC, the County shall award the bid to the bidder whose bid is in the best interest of the County to
be determined by the County in its sole discretion, and such determination shall be final. ANY BID FOR



LESS THAN PAR WILL BE REJECTED. The County reserves the right to reject any and all bids and
to waive informalities in any or all bids.

In order to calculate the yield on the Notes for federal tax law purposes and as a condition precedent to
the award of the Notes, the successful bidder will be required to disclose to the County the price (or yield
to maturity) at which the Notes will be reoffered to the public.

The Notes will be awarded or all bids will be rejected by no later than 3:00 P.M. (Eastern Time) on the
day bids are opened, February 24, 2009.

SECURITY: The proceeds derived from the sale of bonds are pledged to the payment of the principal of
and interest on the Notes. In addition, the full faith, credit and taxing power of the County are also
pledged for the payment of the Notes.

AUTHORIZATION: The Notes are being issued pursuant to Article X, Section 14 of the Constitution of
the State of South Carolina, 1895, as amended; Title 4, Chapter 15 and Title 11, Chapters 17 and 27,
Code of Laws of South Carolina 1976, as amended; the favorable results of a referendum; and Ordinance
No. 2008/34 duly enacted by the County Council on September 8, 2008.

INTEREST AND PRINCIPAL PAYMENTS: Payment of principal of and interest on the Notes will be
made directly by the Registrar/Paying Agent to Cede & Co., as the registered owner of the Notes and
nominee for The Depository Trust Company (“DTC”), on March 10, 2010, in immediately available
funds.

CUSIP NUMBERS: It is anticipated that CUSIP identification numbers will be set forth on the Notes,
but neither the failure to print such numbers on any Note nor any error with respect thereto shall
constitute cause for failure or refusal by the purchaser thereof to accept delivery of and pay for the Notes
in accordance with the terms of its proposal. The CUSIP Service Bureau charge for the assignment of
such numbers shall be the responsibility of and shall be paid for by the successful bidder.

DELIVERY AND PAYMENT: Delivery of the properly executed Notes is expected to be made through
DTC on or about March 10, 2009. Payment for the Notes shall be made in immediately available funds.

OFFICIAL STATEMENT: The Preliminary Official Statement has been deemed final by the County
for purposes of paragraph (b)(1) of Rule 15¢2-12 of the Securities and Exchange Commission (the
“Rule”) but is subject to revision, amendment and completion in a final Official Statement as provided in
the Rule. Within seven (7) business days of the bid opening date, the County will deliver the final Official
Statement to the successful bidder in sufficient quantity to comply with the Rule.

FINANCIAL ADVISOR: Ross, Sinclaire & Associates, LL.C has acted as Financial Advisor to the
County in connection with the issuance of the Bonds. In this capacity, Ross, Sinclaire & Associates, LLC
provided technical assistance in the preparation of the offering documents and assisted the County in
preparing for this financing.

LEGAL OPINION AND CLOSING CERTIFICATES: The County will furnish upon delivery of the
Notes: a Receipt for the Notes; a Signature and No-Litigation Certificate; a Rule 15¢2-12 Certificate; a
Federal Tax Certificate; and the approving opinion of McNair Law Firm, P.A., Columbia, South Carolina,
as Bond Counsel, all without cost to the purchaser.



INFORMATION FROM PURCHASER: At or before delivery, the purchaser of the Notes shall
provide a certificate to the County in a form acceptable to Bond Counsel stating the information necessary
to enable the County to determine the issue price of the Notes as defined in Section 1273 or 1274 of the
Internal Revenue Code of 1986, as amended.

ADDITIONAL INFORMATION: The Preliminary Official Statement, Official Notice of Sale and
Official Bid Form of the County with respect to the Notes are available via the internet at
http://www.rsamuni.com and will be furnished to any person interested in bidding for the Notes upon
request to McNair Law Firm, P. A., Post Office Box 11390, Columbia, South Carolina 29211, attention:
Francenia B. Heizer, Esquire, telephone (803) 799-9800, e-mail: fheizer@menair.net. The Preliminary
Official Statement shall be reviewed by bidders prior to submitting a bid. Bidders may not rely on this
Official Notice of Sale as to the complete information concerning the Notes. For additional information,
please contact the County’s Financial Advisor, Brian Nurick, Ross, Sinclaire & Associates, LLC, 1219
Assembly Street, Columbia, South Carolina 29201, telephone (800) 255-0795, e-mail:
bruricki@wrsamuni.com.

February 17, 2009.



PROPOSAL FOR PURCHASE OF NOTES
$48,755,000 GENERAL OBLIGATION BOND ANTICIPATION NOTES, SERIES 2009
OF BEAUFORT COUNTY, SOUTH CAROLINA

Bid Date: February 24, 2009; 11:00 a.m.
County Council Bids transmitted by Fax: (843) 470-2592
Beaufort County, South Carolina

For your legally issued, properly executed $48,755,000 General Obligation Bond Anticipation Notes,
Series 2009 (the “Notes”), as more fully described in your Official Notice of Sale, which is hereby incorporated
herein and made a part of this proposal, we will pay the sum of $48,755,000 plus a premium of $ .

The Notes will bear interest at the following fixed rate: % per annum.

The bidder hereby acknowledges that it has received and reviewed the County’s Preliminary Official
Statement.

The following is for information only and is not
to be considered a part of this proposal.

Total interest from March 10, 2009

to Maturity $
Premium $
Net Interest Cost (NIC) %

Submitted by:

Name of Bidder

Mailing Address

City, State Zip
( )
Telephone Number

By:

ACCEPTANCE CLAUSE

The foregoing proposal accepted this 24th day of February, 2009.

Admunistrator, Beaufort County, South Carolina

COLUMBIA 945444v1



REPORT OF CHIEF FINANCIAL OFFICER
AS DESIGNEE TO THE COUNTY ADMINISTRATOR
BEAUFORT COUNTY, SOUTH CAROLINA

TO:  BEAUFORT COUNTY COUNCIL

On February 24, 2009, in accordance with Ordinance No. 2008/34 enacted by the County

Council of Beaufort County, South Carolina (the “County”) on September 8, 2008, I received nine (9) bids
for the purchase of the $48,755,000 General Obligation Bond Anticipation Notes, Series 2009 (the
“Bonds”) of the School District as follows:

Name of Bidder Net Interest Cost
J. P. Morgan Securities, Inc. 0.642% with a bid premium of $540,205.40
Citigroup Global Markets, Inc. 0.697% with a bid premium of $391,502.65
Banc of America Securities, LLC 0.700% with a bid premium of $268,152.50
Morgan Stanley & Co., Inc. 0.701% with a bid premium of $267,664.95
Barclays Capital, Inc. 0.701% with a bid premium of $389,552.45
Goldman Sachs & Co. 0.732% with a bid premium of $374,438.40

Wachovia Bank, National Association 0.738% with a bid premium of $615,288.10

Southwest Securities, Inc. 0.767% with a bid premium of $601,149.15

Janney Montgomery Scott LLC 0.909% with a bid premium of $532.00

March 10, 2009

COLUMBIA 946987v1

Taccepted the bid of J. P. Morgan Securities, Inc. for the purchase of the Bonds.

Respectfully submitted,

3 4

Chief Financial Officer, Beaufort County. South Carolina



STATE OF SOUTH CAROLINA
OFFICE OF THE STATE TREASURER
FILING FOR DEBT ISSUE BY POLITICAL SUBDIVISION

1. Name of Issuer: Beaufort County, South Carolina
2. Issuer Category:

X (a) County

____ {b) Municipality

(¢) School District
(d) Special Purpose District
(e) Other

3. Date and Title of Issue:
March 10, 2009, General Obligation Bond Anticipation Notes. Series 2009. Beaufort County,

South Carolina

4., Type Obligation:
{a) General Obligation Bond
X {b) General Obligation BAN, TAN

(c) Revenue Bond

(d) Other

(Specify - i.c.: capital lease, note, mortgage, loan, etc.)
5. Purpose of Issuance

__ (a) Water Utlity
(b) Electric Utility
(c) Gas Utility

(d) Industrial Revenue

(e) Single Family Mortgage Revenue
(f) Sewer System

(g) Parks/Recreation

(h) Streets/Bridges

(1) Drainage/Flood Control

X (j) Government Facilities

(k) Other — Specify

6. Original Principal to be Borrowed: $48.755,000

COLUMBIA 947061v1



7. Interest Rate:

If more than one rate, give average effective rate 0.642% (NIC)

g. Schedule of Prin(:,ipal Amounts Due and Rates for the above indebtedness (Use Schedule of
Principal):

9. Schedule of Principal and Interest Due for the above indebtedness (Use Schedule of Principal and

Interest): See attached schedule

Dated: March 1 ;2009 -

Administrator, BeauforsCounty, South Carolina

i F Tl
RECEIVED this 1O day of March, 2009.

p ¢M\~W d
S s Qoo

for State Treasurer of the State of South Carolina

COLUMBIA 947061v1



Beaufort County, South Carolina
General Obligation Bond Anticipation Notes, Series 2009
FINAL: Sold to JP Morgan Securities on 02.24.09 - Delivery on 03.10.09

Debt Service Schedule
Date Principal Coupon interest Total P+!
03/10/2009 - - - -
334102010 48,755,000.00 1.750% 853,212.50 49,608,212.50
Fotal $48,755,000.00 - $853,212.50 $49,608,212.50
Bord Year Dollars $48,755.00
Average Life 1.000 Years
Average Coupon 1.7500000%
Net Interest Cost (NIC) 0.6420000%
True Interest Cost (TIC) 0.6339598%
Bond Yield for Arbitrage Purposes 0.5794124%
All Inclusive Cost (AIC) 0.9114263%

IRS Form 8038
Net Interest Cost ) 0.5802517%
Weighted Average Maturity 1.000 Years

2008A BAN | issue Summary | 2/24/2009 | 1:58 PM

Ross, Sinclaire & Associates, LLC
Public Finance - BNurick




DAT Bond®

RATINGS:
Moody’s Investors Service: MIG 1
Standard & Poor’s: SP-1+

(See “RATINGS” herein)
NEW ISSUE - BOOK-ENTRY-ONLY

Assuming the County’s continued compliance with certain covenants, i the opimion of Bond Counsel, interest on the Bonds is
excludable from gross income for federal income tax purposes under existing statutes, regulations and court decisions. Interest on the
Bonds 1s not an item of tax preference for purposes of an individual's alternative mmmum tax. Under the present laws of the State of
South Carolina, the Bonds and the interest thereon will be exempt from all South Carolina income taxation except estate or other transfer
laxes and certain franchise taxes. Such opmion is subject 1o certam limitations and conditions described m the Section of this Official
Statement entitled “TAX EXEMPTION AND OTHER TAX MATTERS.”

$48,755,000 GENERAL OBLIGATION BOND ANTICIPATION N OTES, SERIES 2009
BEAUFORT COUNTY, SOUTH CAROLINA

Dated: March 10, 2009 Due: March 10, 2010

The General Obligation Bond Anticipation Notes, Series 2009 (the “Notes”) are issued in anticipation of the
issuance of general obligation bonds. The Notes will be general obligation debt of Beaufort County, South Carolina (the
“County”), and as such the full faith, credit, resources and taxing power of the County will be irrevocably pledged for the
payment thereof. See “THE NOTES-Security” herein.

The Notes will be 1ssued mutially as a single fully registered note m book-entry only form and when issued will be
registered to Cede & Co., as nominee for the Depository Trust Company, New York (“DTC”), to whuch principal and interest
payments on the Notes will be made. Individual purchases of Notes will be made in book-entry form only, in the principal
amounts of $5,000 or any integral multiple thereof. So long as Cede & Co., as nominee of DTC, is the registered owner of
the Notes, references herem to the holders of the Notes or registered owners of the Notes shall mean Cede & Co. and shall
not mean the beneficial owners of the Notes. So long as Cede & Co. 1s the registered owner of the Notes, the principal and
interest on the Notes are payable to Cede & Co. as nomunee for DTC, which mn turn will remit such principal and interest to
the DTC Participants (as defined herein) for subsequent disbursements to the beneficial owners of the Notes. See “THE
NOTES” — Book-Entry Only System.” Wells Fargo Bank, N.A., Atlanta, Georgia, will serve as Registrar/Paying Agent for
the Notes.

The Notes will be dated March 10, 2009. Interest will be calculated on the basis of a 30-day month, 360-day year.
The Notes are not subject to redemption prior to their stated maturity as described herein.

CUSIP Principal Interest
Maturity No. Amount Rate Yield
March 10, 2010 0743470A1 $48,755,000 1.75% 0.58%

The Notes are offered when, as and if issued and subject to the approving opinion as to legality of McNair Law
Firm, P.A., Columbia, South Carolina. It 15 expected that the Notes in defimtive form will be available for delivery on or
about March 10, 2009.

This cover page contains certain information for quick reference only. It is not a summary of this issue. Investors
must read the entire official statement to obtain mformation essential to the making of an mformed decision. The County

deems the Preliminary Official Statement to be final as of its date for purposes of S.E.C. Rule 15¢2-12, except information
which may be omitted therefrom pursuant to Rule 15¢2-12.

J. P. MORGAN SECURITIES, INC.

Dated: February 24, 2009.
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INTRODUCTION

This Official Statement 1s provided for the purpose of furnishing certain information in
connection with the public invitation for bids for the purchase of $48,755,000 General Obligation Bond
Anticipation Notes, Series 2009 (the “Notes”) of Beaufort County, South Carolina (the “County”). This
Official Statement has been prepared under the supervision of David Starkey, Chief Financial Officer.
The information furnished herein includes a description of the Notes, the County and its indebtedness, tax
information, economic data, financial mformation and other matters. Also included are certamn
information and data pertaining to the County and the State of South Carolina (the “State™).

THE NOTES
Description

The Notes will be general obligation notes of the County; will be issued initially as a smgle fully
registered note m book-entry only form and when 1ssued will be registered to Cede & Co., as nominee for
DTC. Purchases of beneficial interest m the Notes will be made m book-entry form only, m the
denomination of $5,000 or any integral multiple thereof. The Notes will be dated March 10, 2009, the
expected date of delivery, and will mature on March 10, 2010. Interest shall be calculated on a 360-day
year, 30-day month basis.

Redemption Provisions
The Notes shall not be subject to redemption prior to maturity.
Book-Entry-Only System

Beneficial ownership interests m the Notes will be available only 1 book-entry form. Beneficial
owners of the Notes (“Benetficial Owners™) will not receive physical Notes certificates representing their
interests in the Notes purchased. So long as DTC or its nomunee is the registered owner of the Notes,
references n this Official Statement to the Holders of the Notes shall mean DTC or its nominee and shall
not mean the Beneficial Owners. Unless and until the book-entry only system has been discontiued, the
Notes will be available only in book-entry form in principal amounts of $5,000 or any mtegral multiple
thereof.

THE FOLLOWING DESCRIPTION OF DTC, ITS PROCEDURES AND RECORD KEEPING
ON BENEFICIAL OWNERSHIP INTERESTS IN THE NOTES, PAYMENT OF INTEREST AND
OTHER PAYMENTS ON THE NOTES TO DTC PARTICIPANTS (AS DEFINED HEREIN) OR TO
BENEFICIAL OWNERS, CONFIRMATION AND TRANSFER OF BENEFICIAL OWNERSHIP
INTERESTS IN THE NOTES AND OF OTHER TRANSACTIONS BY AND BETWEEN DTC, DTC
PARTICIPANTS AND BENEFICIAL OWNERS IS BASED ON INFORMATION FURNISHED BY
DTC.

Depository Trust Company. The Depository Trust Company (“DTC”), New York, New York
will act as securities depository for the Notes. The Notes will be issued as fully-registered notes
registered n the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be
requested by an authorized representative of DTC. One fully-registered Note certificate will be issued for
the Notes, 1n the aggregate principal amount of the Notes, and will be deposited with DTC.



DTC Participants and Indirect Participants. DTC, the world’s largest depository, is a limited-
purpose trust company organized under the New York Banking Law, a “banking organization” within the
meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing
corporation” within the meaning of the New York Uniform Commercial Code and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended.
DTC holds and provides asset servicing for over 2.2 million 1ssues of U.S. and non-U.S. equity issues,
corporate and municipal debt 1ssues, and money market instruments from over 100 countries that DTC’s
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement
among Direct Participants of sales and other securities transactions m deposited securities through
electronic computerized book-entry transfers and pledges between Direct Participants’ accounts. This
eliminates the need for physical movement of certificated Notes. Direct Participants include both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations and certam
other organizations. DTC is a wholly owned subsidiary of The Depository Trust & Clearing Corporation
(“DTCC”). DTCC, in turn, is owned by a number of Direct Participants of DTC and Members of the
National Securities Clearing Corporation, Fixed Income Clearing Corporation and Emerging Markets
Clearing Corporation (NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system 1s also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust compantes and clearing corporations that clear through or
maintain a custodial relationship with a Direct Participant, either directly or indirectly (the “Indirect
Participants”). DTC has Standard & Poor’s highest rating: AAA.  The DTC Rules applicable to its
Participants are on file with the Secunties and Exchange Commussion. More mformation about DTC can
be found at www.dtcc.com and www.dtc.org.

Beneficial Owners. Purchases of Notes under the DTC system must be made by or through
Direct Participants, which will receive a credit for the Notes on DTC’s records. The ownership mterest of
each actual purchaser of each Note (“Beneficial Owner”) 1s n turn to be recorded on the Direct and
Indirect Participants’ records. Beneficial Owners will not receive wnitten confirmation from DTC of their
purchases. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Notes are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in Notes, except in the event that the use of the book-entry only system for the Notes is
discontinued.

Transfers and Exchanges. To facilitate subsequent transfers, all Notes deposited by Direct
Participants with DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such
other name as may be requested by an authorized representative of DTC. The deposit of Notes with DTC
and their registration in the name of Cede & Co., or such other nominee do not effect any change m
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Notes. DTC’s
records reflect only the identity of the Direct Participants to whose accounts such Notes are credited,
which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remamn
responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Drirect Participants; by Direct
Participants to Indirect Participants; and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Notes may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the Notes, such
as redemptions, tenders, defaults, and proposed amendments to the Ordinance. For example, Beneficial
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Owners of Notes may wish to ascertan that the nominee holding the Notes for their benefit has agreed to
obtain and transmt notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to
provide their names and addresses to the Registrar and request that copies of notices be provided directly
to them.

Notices; Redemption. Redemption notices shall be sent to DTC. If less than all of the Notes are
being redeemed, DTC’s practice is to determune by lot the amount of the interest of each Direct
Participant in the Notes to be redeemed.

Consents and Voting. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent
or vote with respect to the Notes unless authorized by a Direct Participant in accordance with DTC’s
procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the Registrar, as soon as
possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to
those Direct Participants to whose accounts the Notes are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

Principal and Interest Payments. Redemption proceeds, distributions and dividend payments on
the Notes will be made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice 1s to credit Direct Participants’ accounts upon DTC’s receipt of
funds and corresponding detail information from the Registrar and Paymg Agent, on the payable date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as 1s the case with
securities held for the accounts of customers in bearer form or registered m “street name,” and will be the
responsibility of such Participant and not of DTC, Agent, the Registrar or the County subject to any
statutory or regulatory requirements as may be m effect from time to time. Payment of principal,
redemption premium, if any, and interest to Cede & Co. (or such other nominee as may be requested by
an authorized representative of DTC) 1s the responsibility of the County or the Paying Agent, and
disbursement of such payments to the Direct Participants will be the responsibility of DTC, and
disbursements of such payments to Beneficial Owners will be the responsibility of the Direct and Indirect
Participants. THE COUNTY CAN GIVE NO ASSURANCE THAT DIRECT AND INDIRECT
PARTICIPANTS WILL PROMPTLY TRANSFER PAYMENTS TO BENEFICIAL OWNERS.

DTC may discontinue providing its service as depository for the Notes at any time by giving
reasonable notice to the Registrar or the County. Under such circumstances, in the event that a successor
depository 1s not obtained, Notes are required to be printed and delivered.

The County may decide to discontinue use of the system of book-entry-only transfers through
DTC (or a successor securities depository). In that event, Notes will be printed and delivered to DTC.

The foregoing information in this section concerning DTC and DTC’s book-entry-only system has
been obtained from sources the County believes to be reliable, but the County takes no responsibility for
the accuracy thereof.

Purposes

Ordinance No. 2008/34 adopted by the County on September 8, 2008 (the “Ordinance”), provides
that the proceeds of the Notes will be used for the purposes of: (i) defraying the costs of: the County Rural
and Critical Land Preservation Program by purchasing open land, development rights and conversation
easements 1n all areas of the County; and (ii) paying the costs of issuance of the Notes in anticipation of
the 1ssuance of general obligation bonds of the County and the receipt of the proceeds thereof.



Security

For the payment of the principal and interest on the Notes as they respectively mature and for the
creation of such sinking fund as may be necessary therefor, the full faith, credit and taxing power of the
County are irrevocably pledged and there shall be levied annually by the County auditor and collected by
the County treasurer in the same manner as other County taxes are levied and collected, as tax, without
limit, on all taxable property in the County sufficient to pay the principal and mterest of the Notes as they
respectively mature and to create such sinking fund as may be necessary therefor.

In addition, Article X of the Constitution of the State of South Carolina, 1895, as amended,
provides:

If at any time any political subdivision shall fail to effect the punctual payment of the
principal of or mnterest on its general obligation debt, then, in such instance, the State
Treasurer shall withhold from such political subdivision sufficient moneys from any state
appropriation to which such political subdivision may be entitled and apply so much as
shall be necessary to the payment of the principal and nterest on the mndebtedness of the
political subdivision then due.

The following table shows the amount of such State appropriations subject to bemng withheld
under the foregoing provisions of Article X received by the County for the last five fiscal years for which
mformation is available and the amount the County projects to receive i the current fiscal year:

Fiscal Year Amount
Ended June 30 Received
2004 $5,376,815
2005 5,546,441
2006 5,697,599
2007 6,267,441
2008 6,970,132
2009* 7,200,000
*Projected
Authorization

The Notes will be issued pursuant to and in accordance with the Constitution and laws of the
State, including Article X, Section 14 of the Constitution of the State of South Carolina, 1895, as
amended; Title 4, Chapter 15 and Title 11, Chapters 17 and 27, Code of Laws of South Carolina 1976, as
amended; the favorable results of a referendum; and the Ordinance duly adopted by County Council.

Initiative and Referendum

Section 4-9-1220, Code of Laws of the State of South Carolina 1976, as amended (the "Code")
provides that within 60 days after the enactment of any ordinance authorizing the issuance of bonds, the
repayment of which requires a pledge of the full faith and credit of a county, a petition signed by 15% of the
qualified electors of the county may be filed requesting that any such ordinance be repealed. If such
ordinance is not repealed, the question of repeal of the ordinance must be submitted to the electors within one
year.



A county, under Section 11-27-40 of the Code, may publish a notice m a newspaper of general
circulation m the county of the adoption of an ordinance authorizing general obligation bonds. In the event
such a notice is published, the above initiative and referendum provisions would not be applicable unless a
notice, signed by not less than five qualified electors, of the intention to seed a referendum, were to be filed
with the clerk of court of the county and the clerk of the county council within 20 days following such
publication.

The Ordinance authorizing the Notes was enacted on September 8, 2008. No notice of intention to
seek a referendum within the 60-day period was filed.

Defeasance

The obligations of the County under the Ordinance and the pledges, covenants and agreements of
the County therein made or provided for, shall be fully discharged and satisfied as to any portion of the
Notes, and such Note or Notes shall no longer be deemed to be outstanding when:

(a) such Note or Notes shall have been purchased by the County and surrendered to the County
for cancellation or otherwise surrendered to the County or the Paymg Agent and is canceled or subject to
cancellation by the County or the Paying Agent; or

(b) payment of the principal of and interest on such Notes erther (i) shall have been made or
caused to be made in accordance with the terms thereof, or (ii) shall have been provided for by
irrevocably depositing with the Paymg Agent in trust and irrevocably set aside exclusively for such
payment (1) moneys sufficient to make such payment, or (2) Government Obligations (as defined below)
maturing as to principal and interest in such amounts and at such times as will ensure the availability of
sufficient moneys to make such payment and all necessary and proper fees, compensation and expenses of
the Paying Agent. At such time as the Notes shall no longer be deemed to be outstanding thereunder, such
Notes shall cease to draw mterest from the due date thereof and, except for the purposes of any such
payment from such moneys or Government Obligations as set forth m (ii) above, shall no longer be
secured by or entitled to the benefits of the Ordinance.

“Government Obligations” means any of the followng:
(a) non-callable direct obligations of the United States of America or agencies thereof or
obligations, the payment of principal or mterest on which, in the opinion of the Attorney General of the

United States, is fully and unconditionally guaranteed by the United States of America; and

b non-callable, U.S. Treasury Securities - State and Local Government Series (“SLGS”).

THE COUNTY
General Description

The County 1s located in the southeastern comner of the State of South Carolina, known as the
“Lowcountry.” With a land area of approximately 637 square miles, it is bordered to the south and east by
the Atlantic Ocean, to the west by Jasper County, and to the north by Hampton County and Colleton
County. The County stretches nearly 30 miles along the Atlantic Ocean and includes 64 major islands
and hundreds of small islands.



Form of Government

The County operates under the Council-Administrator form of government in accordance with
Title 4, Chapter 9 of the Code of Laws of South Carolina, 1976, as amended (the “Home Rule Act”). The
County Council consists of 11 members who are elected in each general election from single member
districts for four year terms beginning on January 1 of the year of their election. Beginning in 1994, five
members are elected in presidential election years and six members are elected in other general election
years. The council elects a Chairman at 1ts first meeting m January following the general election. The
members of the County Council, their occupations, the districts they represent and the years m which their
present terms expire are as follows:

Name Occupation District Term Ends
Wm. Weston J. Newton, Chairman Attorney Bluffton/ Daufuskie Island #4 12/2010
Paul Sommerville, Vice Chairman Management Consultant ~ Lady’s Island/Beaufort #7 12/2010
Steven Baer Electrical Engineer Hilton Head #2 12/2010
Rick Caporale Telecommunications Hilton Head Island #1 12/2010
Consultant
Gerald Dawson Minister Sheldon/Dale/Lobeco #6 12/2012
Brian E. Flewelling Title Abstractor Burton #9 12/2012
Herbert N. Glaze Public Educator Burton #8 12/2012
William L. McBride Retired Public Educator  St. Helena Island #5 12/2012
Stewart H. Rodman Businessman Hilton Head #3 12/2010
Jerry Stewart Businessman Sun City #10 12/2010
Laura Von Harten Marketing/Product Dev.  Beaufort/Port Royal #11 12/2010

In addition to the County Council, the County has six other elected officials who are responsible
for the duties specified n the legislation establishing their offices: Auditor, Coroner, Sheriff, Clerk of
Court, Probate Judge, and Treasurer.

County Employees

The County Council appoints a County Administrator who serves at the pleasure of County
Council and is responsible for County operations, subject to supervision of County Council. The County
Administrator has the responsibility for preparing the County’s annual budget for submussion to County
Council prior to the beginning of each fiscal year. The County Administrator supervises the expenditure
of appropriated funds. Changes in the budget in the course of the fiscal year must be approved by County
Council. See “FINANCIAL AND TAX INFORMATION - Budget Procedure.”

Following are brief resumes of the County Administrator, the Chief Financial Officer, and the
Treasurer, who comprise the principal financial officials of the County.

Gary Kubic, County Administrator. Mr. Kubic, holds a Juris Doctor degree from the University
of Akron School of Law, and a Bachelor of Science degree in Business Administration from Ohio State
University. Prior to coming to work for the County, Mr. Kubic was Adminstrator of Mahoning County,
Ohio from 1993 to 2003. Prior to his tenure with Mahoning County, Mr. Kubic served the City of
Youngstown for 18 years, including 8 years as Finance Director. He was appointed County
Administrator in December 2003.



David Starkey, Chief Financial Officer. Mr. Starkey, a graduate of the University of South
Carolina and the University of Delaware, obtained his CPA certification in 2005. Prior to coming to work
for the County in November 2007, Mr. Starkey was an audit manager at ElliottDavis, LLC. He was
appointed to Chief Financial Officer m January 2009.

Joy Logan, Treasurer. Ms. Logan was elected and began serving her first term as County
Treasurer on January 2, 1991. Previous to serving as Treasurer, Ms. Logan was self-employed as an

mvestment advisor and accountant.

As of June 30, 2008, the County employed 1,209 full-time employees, consisting of:

Department Full Time
(General Government 268
Public Safety 458
Public Works 125
Public Health 27
Public Welfare 122
Culture and Recreation 159
Enterprise Funds _ 50
Total 1,209

Services Provided

The County provides various local services which are funded primarily from the County’s ad
valorem tax levy as reflected 1n its annual budget for the fiscal year ended June 30, 2006; these services
include: admmistrative services; judicial services; law enforcement; public works, community and human
services; and other miscellaneous services. The County also collects fees and user charges to offset the
cost of providing certain of these services.

Services Provided by other Governmental Entities

The municipalities located within the County (including the City of Beaufort, the Town of Port
Royal, the Town of Bluffton, and the Town of Hilton Head Island) also provide many of the services
listed above and, in some cases, additional services not provided by the County. In addition, several
special purpose districts created by State legislation, some of which have taxing authority, provide certain
services with funds from taxes levied and collected on their behalf by the County. Water and sewer
services are provided by the Beaufort-Jasper Water and Sewer Authority and municipalities and other
public service districts within the County. Fire protection is provided by organized fire districts, public
service districts, voluntary fire fighting units and municipal fire departments.

County government does not control these separate bodies. Refuse collection is franchised to
private contractors. Household garbage transfer stations are provided at various locations throughout the
County.

Fringe Benefits, Retirement, and Health Insurance
The County maintains an employee health insurance plan for all full-time County employees.

Premiums are paid to Blue Cross / Blue Shield for health msurance coverage and United Concordia for
dental coverage. The employees pay premiums for spouse and/or dependent coverage.



All full-time employees of the County are under the Retirement Plan established by the State of
South Carolina for county employees. The plan is funded on a matching basis, using an actuarial method,
by the employees and the County. The employees contribute 6.5% of their gross salary. The County’s
share is 10.3% of the total gross salaries of policemen and 9.06% of the total gross salaries of all other
employees. In the opinion of the independent actuary servicing all of the State’s pension plans, the plans
remam actuarially sound and the sufficiency of the retirement funds to provide benefits called for by the
plans may be safely anticipated.

The County provides all employees with worker’s compensation insurance through participation
in the South Carolina Association of Counties Self-Insurance Trust.

All employees must contribute 7.65% of their gross salaries for Social Secunity (FICA),
consisting of 6.2% for Old Age Survivor Insurance and 1.45% for Medicare, which contributions are
matched by the County.

Liability Insurance

Subject to specific immunity set forth in the South Carolina Tort Claims Act (the “Act™), local
governments including the County are liable for damages not to exceed $300,000 per incident/person and
$600,000 per occurrence/aggregate. No punitive or exemplary damages are permntted under the Act.
Insurance protection to units of local government is provided from either the South Carolina Insurance
Reserve Fund established by the State Budget and Control Board, private carriers, self-msurance or
pooled self-insurance funds. The County currently maintains liability insurance coverage with the South
Carolina Insurance Reserve Fund. In the opinion of the County’s Interim Administrator, the amount of
liability coverage mamtained by the County 1s sufficient to provide protection against any loss arising
under the Act.

School District

The School District of Beaufort County (the “School District”) 1s coextensive with the County.
The School District, which was established by State legislation, provides certan services with funds from
taxes levied and collected for it by the County. The School District currently operates 16 elementary
schools, six middle schools, four senior high schools, one early childhood center, and one career
education center.

DEBT STRUCTURE
Legal Debt Limit of the County

Article X, Section 14 of the Constitution of the State of South Carolina, 1895, as amended (the
“Constitution”), provides that counties shall have the power to incur bonded indebtedness in such manner
and upon such terms and conditions as the General Assembly shall prescribe by general law. General
obligation debt may be incurred only for a public and corporate purpose m an amount not exceeding 8%
of the assessed value of all taxable property of such county without the necessity of holding a
referendum. General obligation debt authorized by a majority vote of the qualified electors of the County
voting in a referendum may be incurred without limutation as to amount. Title 4, Chapter 15 of the Code
provides that the governing bodies of the several counties of the State may 1ssue general obligation bonds
to defray the cost of any authorized purpose and for any amount not exceeding its applicable
constitutional debt limit.



Under Article X, Section 14 of the Constitution, bonded indebtedness of the County existing on
November 30, 1977, and bonded indebtedness authorized by a majority vote of the qualified electors of
the County voting in a referendum 1s not considered in determining the County’s 8% debt limitation.

The County’s debt limitation is computed below:

Assessed Value (tax year 2007) $1,660,160,322
x8%

Constitutional Debt Limmt $ 132,812,826

QOutstanding Debt Subject to Limut $ 55,830,000

Legal Debt Lirmt Without a Referendum $ 79,982,826

$20,000,000 of the Notes will be 1ssued pursuant to a Referendum held in the County on Nevember 7, 2006; the
remaining amount of Notes issued (a maximum of $28,755,000) will count agamst the County’s constitutional debt
limit. Simultaneously with the issuance of the Notes, the County intends to 1ssue its $5,000,000 General Obligation
Bonds, Series 2009A (the “2009A Bonds”), which will also count against its constitutional debt lirmt.

QOutstanding Indebtedness

The following table sets forth the amount of general obligation indebtedness of the County
(including special assessment districts) at the end of each of the past five fiscal years:

Year Ended General Obligation
June 30 Indebtedness
2004 $ 86,000,000
2005 106,175,000
2006 100,645,000
2007 141,670,000
2008 177,515,000

Description of General Obligation Indebtedness by Issue

The following table gives specific information concerning all general obligation ssues of the
County outstanding as of the date hereof.

Date of Interest Maturity Amount

Issue Rates Dates Outstanding
04-15-2001 4.25%-4.50% 02/01/2010-11 $ 3,000,000
03-01-2002 4.00%-5.00% 02/01/2010-22 13,475,000
06-15-2003' 2.25%-5.00% 02/01/2010-23 20,850,000
10-15-2004° 3.00%-5.00% 02/01/2010-25 29,600,000
11-02-2006 3.50%-8.00% 03/01/2009-26 16,650,000
11-30-2006° 4.00%-5.00% 03/01/2009-26 29,500,000
10-03-2007° 4.00%-5.00% 03/01/2009-27 25,350,000
11-07-2007* 4.00%-5.00% 02/01/2010-20 17,255,000
Total $155,680,000

1'$5.850,000 is included in 8% debt limit
% $9.600,000 is included in 8% debt limut
* Debt approved by referendum

#$7,255,000 is included in 8% debt limit



Other Financial Obligations

The County has one outstanding equipment lease. The ten-year contract with Motorola requires
payments of $40,000 per year from 2004 to 2014. The balance as of June 30, 2008 1s $210,091.

Composite Debt Service

The following table sets forth the debt service requirements for the County’s outstanding bonds
and the 2009A Bonds.

Fiscal Year Principal and Interest  Principal and Interest Total Debt
Ending June 30 on Outstanding Bonds on Bonds Service
2009 $12,874,979 $ - $ 12,874,979
2010 13,255,504 311,500 13,567,004
2011 13,460,506 1,960,625 15,421,131
2012 12,243,606 3,090,000 15,333,600
2013 12,632,375 - 12,632,375
2014 12,841,438 == 12,841,438
2015 13,341,231 == 13,341,231
2016 13,488,794 -- 13,488,794
2017 13,811,069 - 13,811,069
2018 13,811,238 -~ 13,811,238
2019 14,320,363 - 14,320,363
2020 14,830,100 - 14,830,100
2021 12,991,325 - 12,991,325
2022 14,510,238 --- 14,510,238
2023 14,006,750 - 14,006,750
2024 13,233,875 - 13,233,875
2025 9,927,313 -- 9,927,313
2026 6,709,813 - 6,709,813
2027 2,508,000 - 2,508,000
Total: $234,798,517 $5,362,125 $240,160,642
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General Obligation Debt on a Per-Capita Basis
The following table sets forth the amount of general obligation indebtedness and capital lease
obligations of the County for each of the past five fiscal years expressed per capita and as a percent of

assessed property value:

General Obligation and

Year Ended Lease Purchase County Debt % of Assessed
June 30 Indebtedness Per Capita’ Value
2004 $ 81,285,300 $ 620.82 8.79%
2005 106,473,150 789.22 6.92
2006 125,914,926 903.70 8.37
2007 141,910,588 988.14 8.97
2008 177,725,091 1,201.48 10.71

' Based on estimates of a 2002 population of 124,799 a 2003 population of 128,559, a 2004 population of
130,933, a 2005 population of 134,910, a 2006 population of 139,333, a 2007 population of 143,614, and
a 2008 population of 147,922.

Source: County
Anticipated Capital Needs

The County developed a five-year capital improvements program m coordination with the
comprehensive long-range plan adopted by County Council during 1998. This program is reviewed
annually to ensure that the projects are prioritized appropriately based on current needs and
circumstances.

The County’s capital improvement plan is currently under review. The County has completed a
Southern Regional Plan and 1s in the process of completing a Northern Regional Plan. When complete,
the County will develop a County-wide capital improvement plan blending the two plans.

Legal Debt Limit of Incorporated Municipalities and Special Purpese Districts

Under the provisions of Article X, Section 14 of the Constitution, each incorporated mumcipality
and special purpose district may, in.such manner and upon such terms and conditions as the General
Assembly shall prescribe by general law (a) incur general obligation debt authorized by a majority vote of
the qualified electors thereof voting in a referendum, without limitation as to amount, and (b) incur,
without an election, general obligation debt (in addition to bonded indebtedness existing on November
30, 1977, and bonded indebtedness authorized by a majority vote of qualified electors) in an amount not
exceeding eight percent (8%) of the assessed value of all taxable property therem.

Legal Debt Limit of School Districts

Article X, Section 15 of the Constitution empowers each school district of the State to incur
general obligation debt in such manner and upon such terms and conditions as the General Assembly shall
prescribe by law. After November 30, 1982, each school district may incur general obligation debt, upon
such terms and conditions as the General Assembly may prescribe, in an amount not exceeding 8% of the
assessed value of all taxable property of such school district. Bonded indebtedness existing on November
30, 1982, and bonded ndebtedness authorized by a majority vote of the qualified electors of the school
district voting m a referendum will not be considered in the computation of the 8% limitation.

11



Overlapping Debt

The following table sets forth the total amount of indebtedness in each political subdivision and
special purpose district which overlaps the County, either in whole or in part which was outstanding as of
June 30, 2008.

Percentage
Applicable
Qutstanding Debt to County

Political Subdivision
Beaufort County School District $292.895,000 100%
City of Beaufort 100%
Town of Hilton Head 70,585,000 100%
Town of Port Royal 738,118 100%
Town of Bluffton 14,509,079 100%
Special Purpose Districts
Broad Creek PSD 6,435,000 100%
Fripp Island PSD 5,451,440 100%
Hilton Head #1 PSD 51,675,750 100%
South Beach PSD 4,520,000 100%
Special Tax/Fire District'
Bluffton Fire 1,688,191 100%
Burton Fire 100%
Daufuskie Island Fire 51,120 100%
Lady Island/St. Helena Fire 1,740,522 100%
Sheldon Fire District 509,222 100%

"Issued by County, but not includable agamst 8% debt limit
Source: Beaufort County Comprehensive Annual Financial Report for Fiscal Year Ended June 30, 2008

Miscellaneous Debt Information

The County has not defaulted in the payment of principal or mterest, or in any other material
respect, with respect to any of its securities at any time within the last 25 years, nor has the County within
such time 1ssued any refunding bonds for the purpose of preventing a default in the payment of principal
or interest on any of its securities then outstanding. The County has not used the proceeds of any bonds
or other securities (other than tax anticipation Bonds) for current operating expenses at any time within
the last 25 years.
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CERTAIN FISCAL MATTERS
Property Assessment Rates
Article X of the South Carolina Constitution mandates that the assessment of all property, both

real and personal, shall be equal and uniform and that the following ratios shall apply in the appropriate
classifications of property:

) Real and Personal Property of Manufacturers and Utilities -- 10.5% of fair market value;
2 Transportation Companies for Hire (railroads and pipelines) -- 9.5% of fair market value;
3 Inventories of Business Establishments - 6% of fair market value;"

4 Legal Residence and not more than five contiguous acres -- 4% of fair market value;

5 Agricultural property used for such purposes owned by individuals and certain small
corporations -- 4% of use value (if the property owner makes proper application and
qualifies);

6) Agricultural and timberlands belonging to large corporations (more than 10 shareholders)
-- 6% of use value; (if the property owner annually makes proper application and
qualifies);

(7 All other real property -- 6% of fair market value; and

(8) Motor Vehicles -- 6%; and

9 All other personal property -- 10.5% of fair market value.

M The business inventory tax provided for by Section 12-37-1420, Code of Laws of South Carolina, 1976, as amended, has been phased out

by a 1984 amendment thereto, Act No. 512, Part 11, Section 16(3), page 3036 of the 1984 Acts of the General Assembly of the State of
South Carolina. The amendment also provides that the exemption 1s conditioned on the appropriation by the State to the counties, school
districts and municipalities for each year an amount equal to the tax revenue not collected by reason of the exemption. The amendment
further provides that the business mventory exempted from property taxation shall nevertheless be considered taxable property for purposes
of bonded mdebtedness pursuant to Sections 14 and 15 of Article X of the South Carolina Constitution and for purposes of computing the
“index of taxpaying ability” pursuant to item (3) of Section 3 of Act No. 163 of 1977 (South Carolina Education Finance Act). Pursuant to
Act No. 540 of 1986, page 4875 of the Acts of the General Assembly of the State of South Carolina, the aforementioned appropnation by
the State was set at a constant level based upon the amount of the appropriation to each political subdivision in 1987

In South Carolina, local taxes for counties, schools and special purpose districts are levied as a
single tax bill which each taxpayer must pay m full. Taxes are levied by the Auditors of the various
counties. In the County, current and delinquent tax collections are made through the office of the County
Treasurer. Tax bills are mailed from the County Treasurer's office on September 30 or as soon thereafter
as 1s practicable. Real and personal property taxes (except taxes on motor vehicles) are payable on a
monthly basis and are payable on or before January 15 without penalty. A penalty of 3% is added on
January 16th, an additional penalty of 7% 1s added on February 2nd and an additional penalty of 5% 1s
added on March 17th, at which time the office of the County Treasurer issues orders of execution on all
unpaid accounts. The County Sheriff is authorized to seize by appropriate means the personal property of
a defaulting taxpayer. Thereafter, such property may be sold to satisfy unpaid personal property taxes.
Delinquent taxes on real property may be collected through sale of the property by the County.

The South Carolina Department of Revenue (“DOR”) has been charged with the responsibility of
taking steps necessary to ensure equalization of assessments statewide in order that all property is
assessed uniformly and equitably throughout the State, and may require reassessment of any part or all of
the property within a County. Under law enacted by the South Carolina General Assembly in 1995, every
fourth year the County and the State are required by law to effect an appraisal of all property within the
County and to implement that appraisal as a new assessment in the following year. The County is
completed a reassessment in Fiscal Year 2008 which will be implemented in Fiscal Year 2009.
Regulations adopted by the DOR prior to the 1995 law and which are still in place also require that a
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reappraisal program must be instituted by a county 1f the median appraisal for all property in such county
(as a whole or for any class of property) 1s higher than 105% or lower than 80% of fair market value.

The Comptroller General of the State may extend the time for assessment and collection of taxes
by county officials. Unpaid taxes, both real and personal, constitute a first lien against the property taxed.

The County Assessor appraises and assesses all the real property and mobile homes located
within such county and certifies the results to the County Auditor. The County Auditor appraises and
assesses all motor vehicles, marine equipment, busmess personal property and airplanes. The DOR
furnishes guides for use by the counties in the assessment of automobiles, automotive equipment, and
certain other classes of property and directly assesses the real and personal property of public utilities,
manufacturers and also of business equipment.

Each year the DOR certifies its assessments to the County Auditors each of whom prepares
assessment summaries from the respective certifications, determines the appropriate millage levies,
prepares tax bills and then in September charges the County Treasurer with the collection. South
Carolina has no statewide property tax.

State Tax Reform

On June 1, 2006, the South Carolina General Assembly adopted House Bill 4449 which became
Act 388 (“Act 388”), which provides, among other things, a new mechanism for the funding of a portion
of school operations and a limitation on annual growth in millage levied by political subdivisions and
school districts for operations.

Sales Tax Imposition, Exemption of Owner-Occupied Property from School Operating Taxes.

Pursuant to Act 388, an additional one percent sales tax will be imposed State-wide begmning on
June 1, 2007. The additional tax does not apply to certain items, including certain accommodations (e.g.,
hotels, motels, campgrounds and the like), 1tems taxed at a defined maximum tax (e.g., automobiles, taxed
at a maximum of $300, regardless of sales price), and unprepared food (upon which the 5% tax was
reduced to 3% on October 1, 2006, and then eliminated on November 1, 2007). Receipts from the new
one percent sales tax must be credited to the “Homestead Exemption Fund” created pursuant to Act 388.

Effective beginning with tax year 2007, all owner-occupied real property in the State will be
exempted from ad valorem real property taxes levied for school district operations (the “New Homestead
Exemption”). Proceeds of the sales tax deposited in the Homestead Exemption Fund will be distributed
to all school districts of the State in substitution for the ad valorem real property taxes not collected as a
consequence of the New Homestead Exemption, provided, however, that in no event shall the amount of
sales taxes distributed to the school district or districts within any county be less than $2,500,000 in the

aggregate.

As described above, the New Homestead Exemption is for owner-occupied real property.
Commercial property and other nonowner-occupied residences will continue to be subject to ad valorem
real property taxes, including for school district operations. See “—Local Option Sales Tax for
Additional Tax Relief.”

Act 388 provides that reimbursement in Fiscal Year 2007-08 for amounts not collected by reason
of the New Homestead Exemption shall be equal to the amount estimated to be otherwise collected
Fiscal Year 2007-08 by the school district from school operating millage imposed on owner-occupied
residential property therein. Beginning in Fiscal Year 2008-09 and continuing each year thereaiter, the
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aggregate reimbursement to the school districts of the State will increase by an amount equal to the
percentage increase in the previous year of the Consumer Price Index, Southeast Region, as published by
the United States Department of Labor, Bureau of Labor Statistics plus the percentage increase in the
previous year in the population of the State as determined by the Office of Research and Statistics of the
State Budget and Control Board. The aggregate amount of the reimbursement increase in any year will be
distributed among the school districts of the State proportionately based on each school district’s
weighted pupil units as a percentage of statewide weighted pupil units as determined annually pursuant to
the State’s “Education Finance Act.”

Any amounts remaining in the Homestead Exemption Fund after the distribution of moneys as
described in the preceding paragraphs must be distributed to the 46 counties of the State, proportionately
based upon population, and applied as a credit against ad valorem real property taxes levied against, first,
owner-occupied real property, and, thereafter, to all other classes of taxable property, for county operating
purposes.

To the extent revenues in the Homestead Exemption Fund are imsufficient to pay all
reimbursements to the school districts of the State as described above, the difference must be paid from
the State’s general fund. Enforcement of the requirement described 1n the preceding sentence is not self-
executing, and will i each applicable year be subject to the appropriation of the necessary amounts by the
General Assembly.

Limitation on Millage Increases

Act 388 also imposes a limitation on mcreases in millage levied for operational purposes by all
political subdivisions and school districts. As of July 1, 2007, annual millage levies may increase only at
a rate equal to the sum of (a) the increase in the consumer price index, plus (b) the rate of population
growth of the political subdivision or school district, as the case may be. This limitation does not apply to
millage that is levied to pay bonded indebtedness. This limitation may be overridden by a vote of two-
thirds of the governing body of the political subdivision or school district, as applicable, but only for the
following purposes and only in a year in which such condition exists:

(O a deficiency of the preceding year;

2) any catastrophic event outside the control of the governing body such as a natural
disaster, severe weather event, act of God, or act of terrorism, fire, war, or riot;

3 compliance with a court order or decree;

4 taxpayer closure due to circumstances outside the control of the governing body
that decreases by ten percent or more the amount of revenue payable to the taxing jurisdiction in
the proceeding year; or

5) compliance with a regulation promulgated or statute enacted by the federal or
state government after the ratification date of Act 388 for which an appropriation or a method for
obtaining an appropriation is not provided by the federal or state government.

Local Option Sales Tax for Additional Tax Relief
Act 388 further authorizes the imposition within a county, subject to approval by referendum, of a
local sales tax to provide additional property tax relief. The local sales tax authorized by Act 388 may

only be imposed to the extent necessary to provide a 100% credit to all classes of taxable property against
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(a) county operating taxes, (b) school operating taxes, or (c) both, as set forth on the referendum ballot.
In no event, however, may the rate of such local sales tax exceed one percent. Act 388 also provides a
procedure for rescinding this local sales tax, as well as any other local sales taxes in force as of June 1,
2006. No assurance can be given that the County will not conduct such a referendum, or that such a local
option sales tax will not be implemented within the County.

Act 388 further provides that if a county has enacted a tax increment financing redevelopment
plan, or other financing plan that relies upon property tax for its funding to retire indebtedness or pay for
project costs, the rate of the local option sales tax must be set in an amount that considers the full funding
for the project or retirement of indebtedness, which includes compliance with any covenants n the
governing documents authorizing the indebtedness. The revenues of such tax attributable to the funding
replacement for a tax mcrement redevelopment financing plan or other plan that relies upon property tax
for 1ts funding must be distributed by the county treasurer pursuant to Title 4, Chapter 10 of the Code of
Laws of South Carolina 1976, as amended.

Reassessment Valuations Limited

Act 388 also provides that the growth m valuation of real property attributable to reassessment
may not exceed 15% for each five-year reassessment cycle. Growth in valuation resulting from
improvements to real property is exempt from this restriction. Moreover, upon the sale of any parcel of
real property or other “assessable transfer of nterest” including long-term leases, conveyances out of
trusts, and other defined events, but excluding transfers between spouses, such parcel will be reassessed to
its then-current market value. The limitations on reassessment described in this paragraph were approved
in a State-wide referendum held on November 7, 2006.

Homestead Exemptions - Property Tax Relief

South Carolina provides, among other exemptions, two exemptions for homesteads. The firstis a
general exemption from all ad valorem property taxes and applies to the first $50,000 of the fair market
value of the dwelling place of persons who are over 65 years of age, totally and permanently disabled or
legally blind (the “Homestead Exemption”). In the case of the Homestead Exemption, the State
reimburses each taxing entity the amount to which 1t 1s entitled to by April 15 of each year from the
State’s general fund. The County received $926,764 in the 2007-08 Fiscal Year and projects to receive
$1,030,000 in the 2008-09 Fiscal Year. The second exemption (the “Property Tax Relief Exemption™),
which was replaced as of July 1, 2007 with a more extensive exemption pursuant to Act 388, applies only
to ad valorem taxes levied for school operating budgets (exclusive of amounts m those budgets for the
payment of lease-purchase agreements for capital construction) (the “School Taxes”) and has no effect on
county and municipal taxes.

Payments in Lieu of Taxes
An mdustrial project which involves an mitial investment of at least $5,000,000, and is owned by
a county (or counties) and leased to the industrial user of such project may provide in the lease agreement

between the parties for a fee in lieu of taxes with respect to such project, provided that this lease
agreement provides for:

n Before the property is placed in service, a payment equal to the taxes that would
otherwise be due on the undeveloped property had it remained taxable;

2) After the property is placed in service, an annual payment for not more than twenty years
determined m accordance with one of several formulas, all of which calculations must be made on the
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basis that the property, 1f taxable, 1s allowed all applicable ad valorem tax exemptions except certain
exemptions allowed to manufacturers.

3) At the conclusion of the payments determined pursuant to items (1) and (2), an annual
payment equal to the taxes due on the project as if it were taxable.

(4) Gross revenues of a school district in which a project is located in any year such fee is
paid may not be less than gross revenues of the district in the year before the first year for which such fee
1s paid. In negotiating the fee, the parties shall assume that the formulas for the distribution of State aid at
the time of the execution of the agreement will remain unchanged for the duration of the agreement.

Dustribution of the payment in lieu of taxes on the project must be made in the same manner and
proportion that the millage levied for school and other purposes would be distributed 1f the property were
taxable. Millage rates must be determined for school and other purposes as 1f the property were taxable.
Projects on which these payments in lieu of taxes are made are considered taxable property at the level of
the negotiated payment for purposes of calculating bonded indebtedness limits, and for purposes of
computing the index of taxpaying ability pursuant to the South Carolina Education Financing Act. From
the date of execution of the agreement the lessee of the project has not more than five years in which to
meet the required mimmum investment level required. If this requirement 1s not timely met, all property
financed under the lease agreement reverts retroactively to the tax treatment otherwise applicable to such

property.
Assessed Value of Taxable Property in the County

The assessed value of all taxable real and personal property (non-industrial property) and the
assessed value of all real and personal industnal property in the County for each of the last five tax years
are set forth below. The growth in resort and residential communities has been the principal factor in the
increase in assessed valuation n the County over the period.

Tax Real Personal Total

Year Assessed True Assessed True Assessed True

2003 $ 740,613,636 $15,649,673,497 $184,242.061 $1,897,765,656 $ 924,855,697 $17,547,438,153
2004 1,354,125,807 27,588,978918 184,286,675 1,911,616,663 1,538,412,482  29,500,595,581
2005 1,342,243 568 27,504,991,147 162,980,756 2,029,648,269 1,505,224,324 29,435,639,416
2006 1,397,740,562 31,569,997,800 184,669,523 2,419,677,833 1,582,410,085 33,989,675,633
2007 1,452,621,579 32,753,008,310 207,538,743 2,626,086,500 1,660,160,322  35,379,094,810

' Reassessment. Effective for the calendar year 2004, the County reassessed all real property located
within the County. This was the first reassessment in six years. This reassessment resulted in an 83%
increase in the amount of the assessed value for real property within the County. The adjustments
resulting from appeals of the reassessed values are reflected in the 2005 and 2006 values.

Source: Beaufort County Comprehensive Annual Financial Report for Fiscal Year Ended June 30, 2008
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Estimated True Value of All Taxable Property in the County

The estimated true value of all taxable property m the County for Tax Year 2007 1s
$31,537,913,733.

Tax Year 2007 Tax Year 2007
Classification of Property Assessed Value  Estimated True Value
1. Real Property (non-manufacturing) and Mobile Homes $1,496,222,741.00  $28,978,905,592.00
2. Motor Vehicles 91,447,129.00 1,524,118,817.00
3. Public Utilities 35,059,355.00 333,898,619.00
4. Manufacturing Property (Real and Personal) 2,672,730.00 25,454,571.00
5. Marine Equipment/Boats 10,255,687.00 97,673,210.00
6. Business Personal Property 58,966,952.00 561,590,019.00
7. Railroads 1,708,655.00 16,272,905.00
8. Feen Lieu Property -0- -0-
TOTAL $1,696,333,249.00* $31,537,913,733.00

*This figure does not include the following:

(1) Manufacturers reimbursement assessed value

(2) Business Personal Property Lock-In assessed value
(3) Motor Carrier reimbursement assessed value
Source: County Auditor

Exempt Manufacturing Property in the County

Article X, Section 3 of the Constitution provides that all new manufacturing establishments
located in any county after July 1, 1977, and all additions (in excess of $50,000) to existing
manufacturing establishments are exempt from ad valorem taxation for five years for county taxes only.
No exemption 1s granted from school or municipal taxes, although municipal governing bodies may by
ordinance grant a similar exemption to manufacturing establishments. Presently there is no exempt
manufacturing property located in the County.

Tax Rates

The millage assessed for County operations and debt service m each of the last five fiscal years is
set forth below:

2003 2004 2005 2006 2007
Operations 40.1 42.9 327 33.7 37.7
Debt Service 7.2 7.2 5.4 54 5.4
Real Property Program 2.0 2.0 1.5 1.5 2.5
Solid Waste/Recyching 4.7 59 4.5 4.5 N/A
Total 54.0 58.0 44.1 45.1 45.6

Source: County Auditor
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Tax Collection Procedure

In the County, taxes are collected for County and school purposes as a single tax bill which must
be paid m full by the individual taxpayer. Taxes are collected on a calendar year basis. Real and personal
property taxes i the County are payable on or before January 15 of each year for the prior tax year with
the exception of taxes on motor vehicles. All personal property taxes on motor vehicles are due on or
before the last day of the month in which the license tag for motor vehicles expires. If real property taxes
are not paid on or before January 15, a penalty of 3% is added; 1if not paid by February 1, an additional
penalty of 7% 1s added; if not paid on or before March 17, an additional penalty of 5% is added and taxes
go mto execution. Unpaid taxes, both real and personal, constitute a first lien against the property. The
County Treasurer is empowered to seize and sell so much of the defaulting taxpayer’s estate -- real and
personal or both -- as may be sufficient to satisfy the taxes.

Act 388 permits counties to allow real property taxpayeré to elect to pay their taxes in six
mmstallments each year for tax years beginning after 2006.

Tax Collections for Last Five Years

The followng table shows operational, general fund, debt service fund, real property program and
solid waste/recycling fund taxes levied (adjusted to include additions, abatements, and nulla bonae) for
the County, taxes collected as of June 30 of the year following the year m which the levy was made, and
the amount of delinquent taxes (which taxes include taxes levied in prior years but collected in the year
shown) and the percentage of taxes collected for the last five fiscal years.

Current Delinquent Total
Fiscal Adjusted Current Taxes Percentage Taxes Percentage
Year Tax Levy Coliected Collected Collected Collected
2004 $53,641,630 $50,203,062 93.6% $4,251,126 101.5%
2005 63,554,010 60,416,187 95.1 3,438,851 100.5
2006 66,885,604 62,744,316 93.8 3,426,155 98.9
2007 70,512,827 66,902,823 93.4 3,631,521 98.5
2008 76,299,793 73,235,825 94.1 3,079,627 98.0

Source: County Treasurer
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Ten Largest Taxpayers
The 10 largest taxpayers in the County, the assessed value of each, and the amount and the
percentage of 2007 tax year taxes paid by each to the County Treasurer for all County, municipal and

other taxes collected by the County Treasurer, are shown below.

Percentage of

Taxpayer Assessed Value Taxes Paid Total Taxes Levied
Marriott Resort $18,718,480 $ 3,550,827 4.7%
South Carolina Electric & Gas 14,331,614 3,169,518 4.2
Palmetto Electric 8,768,002 1,798,248 2.4
May River Forest LLC 4,502,402 1,102,381 1.4
Columbia Properties Hilton Head 3,939,414 817,776 1.1
Hargray Telephone Company 4,096,782 817,238 1.1
SCG Hilton Head Property 3,692,358 740,978 1.0
Sea Pmnes Resort LLC 3,165,271 631,732 0.8
Greenwood Development Corp 3,160,148 631,718 0.8
United Telephone Company _ 1,744,630 407,794 0.5
Total $66,119,101 $13,668,210 17.9%

Source: County Treasurer and County Comprehensive Annual Financial Report, 2008.
Vehicle License Fees

The County has imposed a vehicle license fee since January 1, 1994. Collections of the fee for
the past five fiscal years and an estimate for the current fiscal year are as follows:

Fiscal Year Collections
2004 $1,040,711
2005 1,110,061
2006 1,179,920
2007 1,213,910
2008 1,320,930
2009* 1,350,000

*Estimate.
Source: County.

County Investment Policy

Pursuant to Section 6-5-10 of the Code of Laws of South Carolina, 1976, as amended, the County
Treasurer may invest money subject to his control and jurisdiction in the following types of investments:

) Obligations of the Umited States and agencies thereof;

(2) General obligations of the State of South Carolina or any of 1ts political units;

(3) Savings and Loan Associations to the extent that the same are msured by an agency of the
federal government;

4) Certificates of deposit where the certificates are msured by an agency of the federal
government or, 1f not so insured, are collaterally secured by securities of the type
described in (1) and (2) above held by a third party as escrow agent or custodian, of a
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market value not less than the amount of the certificates of deposit so secured, mcluding

interest;

(5) Repurchase agreements when collateralized by securities as set forth in Section 6-5-10;
and

(6) No load open-end or closed-end management type mvestment companies or investment

trusts registered under the Investment Company Act of 1940, as amended, where the
investment is made by a bank or trust company or savings and loan association or other
financial institution when acting as trustee or agent for a bond or other debt issue of that
local government unit, political subdivision, or county treasurer 1f the particular portfolio
of the mvestment company or investment trust in which the mvestment 1s made (i) 1s
hmuted to obligations described m items (1), (2), and (5) above, and (i1) has among 1ts
objectives the attempt to maintamn a constant net asset value of one dollar a share and to
that end, value 1ts assets by the amortized cost method.

In addition to these investments, the State has established a South Carolina Pooled Investment
Fund mto which any county treasurer may deposit public moneys 1n excess of current needs. The State
Treasurer may invest the moneys of the fund in the same types of mvestments provided for in Section
6-5-10 above (as well as those permitted in Sections 11-9-660 and 11-9-661) and then may sell to all
political subdivisions of the State participation units 1n the fund which shall be legal mvestments for the
subdivisions in addition to the mvestments and deposits authorized in the sections detailed heremn.
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FINANCIAL AND TAX INFORMATION
Five Year Summary of General Fund Operations

The following table sets forth a summary of the County’s General Fund operations for the fiscal
years ended June 30, 2004, through 2008.

2004 2005 2006 2007 2008

Revenues

Property Taxes $39,902,961 $47.419,184 $49,557,808 $55,872,654 $60,474,820

Licenses and Permaits 2,618,619 3,393,994 4,635,798 4,879,471 3,894,583

Intergovernmental 6,018,623 6,073,748 6,402,451 7,813,256 8,649,634

Charges for Services 9,795,154 12,179,930 13,256,653 11,643,392 10,568,767

Fines and Forfeitures 1,023,973 882,229 872,216 1,150,081 1,029,600

Interest 113,045 64,028 966,561 1,336,688 1,015,196

Miscellaneous 238,122 311,610 418,423 1.561,330 565,823

Total Revenues $59,710,497 $70,324,723 $76,109,910 $84,256,872 $86,198.423

Expenditures

General Government $14,573,990 $15,616,654 $17,145467 $18,956,722 $20,963.806

Public Safety 26,905,522 29,301,879 31,551,018 35,583,070 38,617,353

Public Works 7,313,102 7,897,503 8,159,421 15,434,287 15,946,656

Public Health 2,168,726 2,172,343 2,490,990 2,731,723 2,975,284

Public Welfare 709,052 717,165 729,436 867,699 931,321

Culture and Recreation 3,148,082 6,702,500 7,302,362 7,938,119 8,658,731
Total Expenditures $54,818,474 $62,408,044 $67,378,694 $81,511,620 $88,093,151
Excess Revenues Over
(Under) Expenditures $ 4,892,023 § 7,916,679 $ &,731,216 2,745,252 (1,894,728)
Other Financing Sources (Uses)

Operating Transfers In 47265 62,458 1,219,512 455,547 2,251,087

Operating Transfers Out’ (3.837.216) (1.334.387) (1,378,585) (1.848.341) (2,241.888)
Total Other Financing

Sources (Uses) $(3,789,951) $(1,271,929) $ (159,073) $(1,392,794) § 9,199

Net Change m Fund Balance 1,102,072 6,644,750 8,572,143 1,352,458 (1,885,529)
Prior Period Adjustment - — - (77,431 ——

$ 4,048,528 $ 5.150,600 $11,795.350
$ 5,150,600 $11,795.350 $20.367,493

$20,367.493  $21.642.520
$21,642,520 $19.756,991

Fund Balances July 1
Fund Balance June 30

Source: Audited financial statements provided by the County.
' General operating funds that are transferred to special funds thereby restricting their uses.
Note: The County projects a fund balance of $18,199,750 as of June 30, 2009.

22



Financial Statements

The financial statements of the County for years ended June 30, 2005, 2006, 2007, and 2008 have
been audited by Elliott Davis, LLC. The financial statements of the County for year ended June 30, 2004,
have been audited by Robinson Grant & Co., P.A. A portion of the audited financial statements of the
County for the year ended June 30, 2008, is attached to this Preliminary Official Statement as Appendix
A. Copies of complete audited financial statements for the year ended June 30, 2008, and prior years are
available for mspection at the County offices.

Budget Procedure

The Constitution provides that each county shall prepare and maintam annual budgets which
provide for sufficient income to meet its estimated expenses for each year. Whenever ordinary expenses
of a county for any year shall exceed the income, the governing body of the county is required to provide
for levying a tax in the ensuing year sufficient, with all other sources of income, to pay the deficiency in
the preceding year, together with the estimated expenses for the ensuing year. These requirements
generally have been interpreted so as to allow for payment of expenses from funds on hand or transfers, to
the extent such funds are available for such purposes.

The Home Rule Act provides that the fiscal year for county governments begins on July 1 of each
year and ends on June 30 of the following year. The County Council is required to adopt annually, prior
to the beginning of each fiscal year, operating and capital budgets for the operation of county government.
The budgets must identify the sources of anticipated revenue including taxes necessary to meet the
financial requirements of the budgets adopted.

In the County, the County Administrator 1s responsible for submutting prior to June 1, a proposed
operating and capital budget for the fiscal year commencing July 1. The Council shall provide for the
levy and collection of taxes necessary to meet all budget requirements except as provided for by other
revenue sources. After County Council legally enacts operating and capital budgets through passage of an
ordinance, the County Admunistrator, or his designee, 1s authorized to transfer funds among operating
accounts or among capital accounts within a department. The County may make supplemental
appropriations which shall specify the source of funds for such appropriations. A supplemental
appropriation is defined as an appropriation of additional funds which have come available during the
fiscal year and which have not been previously obligated by the current operating or capital budget.
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General Fund Budget for the 2008-2009 Fiscal Year

The following 1s a summary of the General Fund Budget of the County for the fiscal year ending
June 30, 2009.

FY 2009 Budget

Revenues
Property Taxes $ 76,643,504
Licenses and Permits 4,164,073
Intergovernmental 8,895,480
Charges for Services 11,718,496
Fines and Forfeitures 894,475
Interest 922,746
Miscellaneous 456,600
Total Revenues $103,695,374
Expenditures
General Government $ 23,985,642
Public Safety 41,870,795
Public Works 16,960,038
Public Health 5,297,121
Public Welfare 1,014,675
Cultural and Recreation 13,905,100
Total Expenditures $103,033,371

ECONOMIC AND DEMOGRAPHIC INFORMATION
Location and History

The County is located 1 the southeastern part of the State and is part of the four-county
“Lowcountry” area of South Carolina. The County is bordered on the east by the Atlantic Ocean, on the
north by Colleton County, and on the west by Hampton and Jasper Counties. It includes more than 60
small islands designated as “sea islands,” the largest of which are connected by highway bridges.

The County was formed in 1769, and currently has a land area of 587 square miles. The County is
one of the fastest growing m South Carolina, with an estimated 2007 population of 147,316. The County
seat 1s the City of Beaufort (2007 estimated population 11,868). Since the 1600’s, agriculture has played
an mmportant role in the economy of the Lowcountry. Currently, however, the Lowcountry generally and
the County, specifically, although farming and timber are still present, have significantly diversified their
economic base.

Commerce and Development

The County is a center for tourism, retirement and the associated services, and the military in
South Carolina. Hilton Head Island, Fripp Island and Hunting Island are all located m the County and are
examples of the economic boom in the leisure and resort industries. Interstate Highway 1-95, a major
north-south artery from Maine to Florida, runs just a few miles from the County and has helped the tourst
industry significantly. A four-lane spur through the County connects I-95 with U.S. 278 to Hilton Head
Island, also part of the County.
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Major residential developments in Southern Beaufort County include Sun City Hilton Head, a
5,000-acre community with more than 4,000 homes and about 8,000 residents within the County. The
Beaufort County portion of the community is built out. The community will expand into a neighboring
county in order to more than double its current number of homes. Additional developments in the
southern part of the County include Spring Island, Callawassie Island, Colleton River Plantation, Belfair
and Westbury Park. Sun City Hilton Head, a Del Webb / Pulte Homes senior community, has a
significant economic 1mpact. It has created more than 1,000 permanent jobs, will increase the County’s
tax base by 25 percent over the next five years, and was the spark for the mcreased commercial
construction along the U.S. 278 Cornidor, including a Target store, Wal-Mart Superstore, Home Depot
and several major supermarkets. In northern Beaufort County, communities continue to develop at
Lady’s Island, Cat Island, Dataw Island, Habersham, Bray’s Island and throughout the City of Beaufort.

CareCore National, LLC constructed a new headquarter facility m the Town of Bluffton in
2007/2008 which created 190 new jobs in 2007 and 125 new jobs in 2008. The total expected for new
employment 1s 350.

The Port of Port Royal, the former break-bulk cargo port of the South Carolina State Ports
Authonty, 1s located m the County. The State is currently seeking to sell the 51 acres formerly occupied
by the port at the waterfront edge of downtown Port Royal, preferably at a price of $26 million to $27
million, to a developer who would transform the property into a mixed-use commercial and residential
development.

The U.S. Marine Corps Recruit Depot at Parris Island, the Marine Corps Awr Station-Beaufort,
and the Beaufort Naval Hospital are all located within the County. These locations have benefited by the
Department of Defense closing certain other military bases in the nation. In 2007, there were 6,988 active
military and 926 civilians working for the Department of Defense at the Recruit Depot alone.

University of South Carolina — Beaufort (“USCB”), the Lowcountry’s regional senior campus of
the Umiversity of South Carolina, 1s located mn the County. In 2006, USCB’s Small Business Development
Center, a free consulting service for entrepreneurial start-ups, helped 14 new businesses get started,
helped save or create 70 local jobs and provided $4.76 million in business loans.

Agriculture and Forestry

Only 12 percent of the County’s land is used for agriculture. In 2007, the County ranked last in
the State 1n production of hay. Preliminary cash receipts for crop and livestock production in the County
m 2007, the latest year for which information is available, amounted to $7,099,000, including crops at
$5,553,000 and livestock and livestock products at $1,546,000, according to the Department of Applied
Economics & Statistics at Clemson University and the South Carolina Agricultural Statistics Service.

Twenty-mne percent of the County’s land is forested, and the County ranks 13th among the
State’s 46 counties in delivered value of timber. The delivered value of harvested timber sold in 2005, the
latest year for which information 1s available, was $24,464,553.
Population Growth

The U.S. Department of Commerce, Bureau of the Census, reports that the 2000 census

population of the County was 120,937. This represents a 40% increase in population over the 1990
census figure of 86,425.
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The following table illustrates the population growth of the County. Population statistics for the
State and the United States are included for comparison purposes.

Beaufort County South Carolina United States
Year Population % change Population % change Population % change
1970 51,136 - 2,590,516 - 203,302,031 -
1980 65,364 28% 3,121,820 21% 226,545,805 11%
1990 86,425 32 3,486,703 12 248,709,873 10
2000 120,937 40 4,012,012 15 281,421,906 13
2007* 147,316 22 4,407,709 10 301,621,157 7

*Estimated
Source: U.S. Department of Commerce, Bureau of the Census, Population Division.

The 2000 Census populations and 2007 population estimates of the incorporated municipalities
located in the County are set forth in the table below.

Municipality 2000 Census 2007 Estimate
Town of Hilton Head Island 33,862 33,994

City of Beaufort 12,950 11,868
Town of Port Royal* 3,950* 10,212%*
Town of Bluffton 1,275 4,054

*A portion of Port Royal’s growth between the 2000 census and the 2007 estimate is due to annexation.
Source: U.S. Department of Commerce, Bureau of the Census, Population Division.

Per Capita Personal Income
The County ranked first in the State in per capita personal mncome in 2006, the last year for which

data is available. The per capita personal income in the County, the State and the Umted States for each
of the last five years for which information is available is shown below.

Year County State United States
2002 $33,956 $25,370 $30,795
2003 34,832 25,880 31,466
2004 37,474 27,039 33,090
2005 40,005 28,460 34,471
2006 41,724 29,767 36,276

Source: U.S. Department of Commerce, Bureau of Economic Analysis
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Median Family Income

The County had a median family income of $63,000 for 2006 (the latest estimate available). This
income level ranks the County as the second highest in the State. The table below shows the median
family income for the County, State and the Umited States for the last five years:

Year County State United States
2002 $58,800 $49,200 $54,400
2003 62,000 52,400 56,500
2004 62,000 52,400 57,500
2005 62,150 52,400 58,000
2006 63,000 52,900 59,600

Source: U.S. Department of Housmg and Urban Development
Median Age and Education Levels

The U.S. Bureau of the Census reports that the median age of the population of the County was
35.8 in 2000, up from 30.5 1n 1990. According to the U.S. Bureau of the Census, in 2000 (the last year
for which complete statistics are available) the County ranks second in the State with 33.2% of its
population 25 years or older holding a bachelor’s degree or equivalent.

Construction Activity

The following table shows the approximate number of building permits issued mn the County and
the approximate cost of construction represented by those permits in each of the last five complete years
for which information 1s available. New construction has, of course, been affected by general economic
conditions in the United States affecting real estate activity.

Residential
Year Ended Number of Construction
December 31 Units Costs
2004 2,942 $ 613,341,112
2005 4,650 1,000,991,167
2006 3,448 890,986,323
2007 2,224 530,146,319
2008 1,326 185,428,771

Source: County Building Inspector
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Retail Sales

Effective June 1, 2007, the State of South Carolina mncreased the sales tax it imposes on all retail
sales from 5% to 6%. In November 2007, the State of South Carolina eliminated the sales tax on
unprepared food for state sales tax purposes only. The followmg table shows the level of gross retail
sales over the last five years for which information 1s available for busiesses located in the County:

Year Ended Total Increase
December 31 Retail Sales Over Previous Year
2003 $3,158,157,797 n/a
2004 3,414,415,525 256,257,728
2005 3,646,847,632 232,432,107
2006 3,908,542.814 261,695,182
2007 3,973,795,733 65,252,919

Source: South Carolina Department of Revenue
Capital Investment

The following table sets forth the total announced capital investment for new and expanded
industry within the County for the last three years for which information is available.

New New
Year Investment Employment
2006 $14,000,000 370
2007 17,200,000 215
2008 5,115,000 125

Source: South Carolina Department of Commerce and the Lowcountry Economic Network
Major Manufacturing Establishments

The ten largest industrial entities located m the County, therr products and their approximate
number of employees are listed below.

Number
Name Product of Employees
Resort Services, Inc. Cleaning chemcals 265
Island Packet Daily newspaper publisher 100
NUFARM Specialty Products, Inc. Chemical mntermediates, dyes, surfactants 92
Beaufort Gazette Newspapers: printing and publishing 77
Rea Construction Asphalt hot mix 65
Athena Corp. Polymer bathtubs, countertops, showers 54
Kigre, Inc. Solid state laser components, laser glass 45
Data Publishing Co., Inc. Yellow pages publishing 34
2 Stroke International Engines and parts 30
Caribbean Clear International, Ltd. Water purification systerns for pools 30

Source: South Carolina Department of Commerce
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Largest Nonindustrial Employers

The following table shows the ten largest non-industrial employers located within the County and
the type of business for each:

Name Type of Business
Beaufort County School District Education
Wal-Mart Associates, Inc. Retail

County of Beaufort Government
Department of Defense Military
Beaufort Memorial Hospital Healthcare
Marine Corps Community Services Military
Publix Super Markets, Inc. Retail

Tenet Health System Hilton Head, Inc. Healthcare
Hargray Communications Group, Inc. Telecom
Marriott Resorts Hospitality Corp. Hotel/Tourism

Source: South Carolina Employment Secunty Commission (May 2008)
Tourism

In 2007, tourists spent more than $1 billion in Beaufort County, according to a report by the
South Carolina Department of Parks, Recreation and Tourism entitled “The Economic Impact of Travel
on South Carolina Counties.” In 2007, tourism was responsible for $211 million 1n payroll and 13,200
jobs in the County. The County ranked third in the State on these measures, behind only Horry County
(where Myrtle Beach is located) and Charleston County. The table which follows provides information
concerning the tourism economy of the County and illustrates growth trends in the County for the last five
years.

Annual Resort Guests/Visitors and Estimated Expenditures’

Number of Annual
Year Guests Expenditures
2002 2,195,530 $1,490,000,000
2003 2,183,231 1,488,418,000
2004 2,248,389 1,532,839,000
2005 2,302,370 1,569,281,000
2006 2,235,121 1,704,375,000

" Figures for Hilton Head Island only.
Source: Greater Beaufort Chamber of Commerce
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Unemployment

The average unemployment rate in the County for each of the last 12 months for which data is
available 1s shown below:

Unemployment

Date Rate
January 2008 5.0%
February 2008 4.4
March 2008 4.0
April 2008 39
May 2008 43
June 2008 5.1
July 2008 5.7
August 2008 58
September 2008 53
October 2008 6.0
November 2008 6.3(p)
December 2008 7.0(p)

(p) Preliminary.
Source: U.S. Department of Labor, Bureau of Labor Statistics; South Carolina Employment Security
Commission.

The average unemployment rates in the County, the State and the United States for each of the
last five years 1s shown below:

Year County State Us.
2003 4. 7% 6.7% 6.0%
2004 4.9 6.8 5.5
2005 4.9 6.7 5.1
2006 4.7 6.4 4.6
2007 4.4 5.9 4.6

Source: U.S. Department of Labor, Bureau of Labor Statistics

v

Labor Force
The labor force of the County has experienced rapid growth in the categories of wholesale and
retail trade, services and government. The increases in these areas have more than offset the declines in

construction related employment.

The composition of the civilian labor force in the County, based on place-of-work basis, for the
last five years for which information is available, is as follows:
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Nonagricultural Wage and Salary Employment

(By Place of Work)
Sector 2002 2003 2004 2005 2006
Manufacturing 1,119 1,155 1,217 1,169 1,250
Non-Manufacturing
Construction & Minimng 7,988 8,761 8,476 8,478 8,870
Transportation and Public Utilities 1,431 1,431 1,418 1,586 1,621
Wholesale and Retail Trade 10,932 11,012 11,304 11,827 12,113
Information 981 995 952 916 1,014
Finance, Insurance, and Real Estate 7,412 7,802 8,469 9,547 10,633
Services (including Agricultural Services) 33,631 34,684 36,615 37,333 38,292
Government 20.524 20.320 20.161 20.196 20.238
TOTAL 84,467 86,599 89,042 91,487 94,480

Source: South Carolina Employment Security Commission, Labor Market and Information Division

The labor force participation rate of residents of the County (regardless of place of employment)
for the past five years 15 as follows:

Labor Force Estimates

(By Place of Residence)
2003 2004 2005 2006 2007(p)
Civilian Labor Force 56,279 59,135 61,787 63,279 65,083
Employment 53,614 56,214 58,777 60,297 62,198
Unemployment 2,665 2.921 3,010 2,982 2,885

(P Preliminary.

Workers involved in labor disputes are included among the employed. Total employment also mcludes
agricultural workers, proprietors, self-employed persons, workers in private households, and unpaid
family workers.

Source: South Carolina Employment Security Commission, Labor Market Information

Facilities Located Within or Serving the County

Transportation. Three U.S. Highways run through the County. U.S. 17 runs north-south along
the coast, connecting the County with Charleston to the north and Savannah, Georgia to the south. U.S.
21 connects U.S. 17 with the City of Beaufort, several islands in northemn Beaufort County, and the
furthest east point in the County: Hunting Island State Park. U.S. 278 connects U.S. 17 with southern
Beaufort County, including Hilton Head Island. The County is served by approximately 133 motor freight
carriers. Rail facilities are provided in the County by CSX Railroad which mterfaces with Port Royal
Railroad at Yemassee, and Amtrak provides passenger service.

There are two airports located in the County, the Beaufort County Airport, on Lady’s Island, and
the Hilton Head Island Amport. The Hilton Head Island facility is currently serviced by USAir from
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Charlotte and American Eagle from Raleigh/Durham. The terminal at the Hilton Head Island Airport was
completed in November 2002. The Beaufort County Airport is mamtained for general aviation service
only.

Hospital Facilities. Beaufort Memorial Hospital (“Beaufort Memorial”) is a non-profit hospital
accredited by the Jomnt Commission on Accreditation of Healthcare Organizations for 197 beds (169
acute, 14 rehab and 14 mental health). It employs 1,200 people, including a medical staff of more than
150 physicians, 100 percent of whom are board-certified. The mam hospital 15 located m the City of
Beaufort. Beaufort Memorial’s cancer center in the Town of Port Royal 1s affiliated with Duke
University. Beaufort Memorial’s clime in the Town of Bluffton includes doctors’ offices, laboratory, x-
ray and health education programs. Hilton Head Regional Hospital, within the Town of Hilton Head
Island, has 85 staffed beds, including 61 acute care units, 20 intensive care units and 4 post-partum units.
A U.S. Naval Hospital 1s also located within the County which has 49 staffed beds and 5 intensive care
unit beds.

Recreation. Hunting Island State Park (“Hunting Island”) 1s located mn the County. Hunting Island
1s South Carolina’s most popular state park, attracting more than a million visitors each year. The 5,000-
acre park includes five miles of beach, thousands of acres of marsh, tidal creeks and maritime forest, a
saltwater lagoon and ocean inlet. Amenities mclude a fishing pier and some of the state’s most desirable
campsites and cabins, some of which were built by the Civilian Conservation Corps in the 1930s. The
park also mcludes South Carolina’s only publicly accessible historic lighthouse. Dating from the 1870s,
the Hunting Island Lighthouse 1s 170 feet tall.

K-12 Education. The School District of Beaufort County (the “School District™) is coextensive
with the County. The School District, which was established by State legislation, provides certamn
services with funds from taxes levied and collected for it by the County. The School District currently
operates 16 elementary schools, six middle schools, four senior high schools, one early childhood center,
and one career education center. There are also three major private schools located in the County, each
offering grades K-12: Beaufort Academy, Hilton Head Preparatory School, and Hilton Head Christian
Academy.

Higher Education. University of South Carolina — Beaufort (“USCB”), the Lowcountry’s
regional senior campus of the University of South Carolina, 1s located i the County. USCB 1tself has two
campuses in the County: one m the City of Beaufort, and the other in the Town of Bluffton, near Hilton
Head Island. USCB offers baccalaureate degrees and provides local access to graduate courses and
programs through the USC Extended Graduate Campus. USCB had a spring 2008 headcount enrollment
of 1,317 students.

Technical College of the Lowcountry, a public two-year mstitution, has two campuses m the
County: one in the City of Beaufort, the other in the Town of Bluffton. It also has field education offices
at the Marine Corps Air Station and Parrs Island Marine Recruit Depot. Technical College of the
Lowcountry offers more than 70 degree, diploma, or certificate programs, and is fully accredited by the
Commission on Colleges of the Southern Association of Colleges and Schools (SACS). It had a spring
2008 headcount enrollment of 1,821 students.

Webster University, a private graduate institution, has three campuses in the County: at the
Beaufort Naval Hospital, Marine Corps Air Station, and Parris Island Marme Recruit Depot. Each
location offers Masters in Business Admunistration degrees as well as masters degrees in other subject
areas.
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Financial Institutions

According to the Federal Deposit Insurance Corporation, as of June 30, 2008, there were 65
branches of 20 commercial banks in the County, with total deposits of $2,295,000,000 as well as 13
branches of 5 savings institutions with total deposits of $441,000,000. The continuing reorganization of
the banking system in the United States, with its attendant mergers and consolidations, is likely to affect
the total number of branch offices in the County.

TAX EXEMPTION AND OTHER TAX MATTERS
Opinion of Bond Counsel

Certain legal matters with regard to the issuance of the Notes are subject to the approval of
McNair Law Firm, P.A. Columbia, South Carolina, Bond Counsel, whose approving opinion will be
available at the time of the delivery of the Notes. In the opinion of Bond Counsel, based upon existing
statutory rulings and court decisions, and subject to the qualifications set for the under “Internal Revenue
Code of 1986” below, the interest on the Notes 1s excludable from gross income for federal income tax
purposes. The proposed form of Bond Counsel’s opimon appears as Appendix B to this Official
Statement.

Internal Revenue Code of 1986

The Internal Revenue Code of 1986, as amended (the “Code”) mcludes provisions that relate to
tax-exempt obligations, such as the Notes, including, among other things, permutted uses and mvestment
of the proceeds of the Notes and the rebate of certain net arbitrage earnings from the investment of such
proceeds to the United States Treasury. Noncompliance with these requirements may result in interest on
the Notes becoming subject to federal income taxation retroactive to the date of issuance of the Notes.
The County has covenanted to comply with the requirements of the Code to the extent required to
maintain the exclusion of interest on the Notes from gross income for federal tax purposes. Failure of the
County to comply with the covenant could cause the interest on the Notes to be taxable retroactively to
the date of issuance.

The Code imposes an alternative mimimum tax on a taxpayer's alternative minimum taxable
mcome if the amount of such alternative minimum tax is greater than the amount of such taxpayer’s
regular income tax. Interest on the Notes is not an item of tax preference for purposes of the individual
and corporate alternative minimum tax; however, such interest will be includable in the adjusted net book
mcome or adjusted current earnings of a corporation for purposes of computing the alternative minimum
tax imposed on corporations.

Purchasers of the Notes should consult their tax advisors with respect to collateral tax
consequences of ownership of the Notes, such as the calculation of alternative munimum tax,
environmental tax or foreign branch profits tax liability, the tax on passive income of S corporations, the
inclusion of Social Security or other retirement payments in taxable income, or the portion of nterest
expense of a financial institution which 1s allocable to tax-exempt interest.
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Bond Counsel has not undertaken to determine (or inform any person) whether any action taken
(or not taken) or event occurring (or not occurnng) after the date of issuance of the Notes may affect the
tax exemption of interest on the Notes. In rendering its opinion, Bond Counsel will rely upon a certificate
of the County with respect to certain matenal facts solely within their respective knowledge relating to the
application of the proceeds of the Notes.

South Carolina Taxation

In the opinion of Bond Counsel, the Notes and the interest payments thereon are exempt from all
State taxation except estate or other transfer taxes. Section 12-11-20 of the South Carolina Code of Laws
of 1976, as amended, imposes upon every bank engaged in business in the State a fee or franchise tax
computed at the rate of 4-1/2% of the entire net mcome of such bank. Regulations of the South Carolina
Tax Commission require that the term “entire net income” includes mcome derived from any source
whatsoever including interest on obligations of any state and any political subdivision thereof. Interest on
the Notes will be included in such computation.

LEGAL MATTERS
Opinions

The 1ssuance of the Notes is subject to the favorable opinion of McNair Law Firm, P.A., Bond
Counsel, as to the validity of the 1ssuance of the Notes under the Constitution and laws of the State of
South Carolina.

McNair Law Firm, P.A. has assisted the County by compiling certain information supplied to
them by the County and others and included n this Official Statement, but McNair Law Firm, P.A. has
not made an independent investigation or verification of the accuracy, completeness or fairness of such
information. The opinion of McNair Law Firm, P.A. will be limited solely to the legality and
enforceability of the Notes, and no opinion will be given with respect to this Official Statement.

Litigation

There 1s no controversy or litigation of any nature now pending or, to the knowledge of the
County officials, threatened to restrain or enjoin the issuance, sale, execution or delivery of the Notes or
the levy and collection of taxes to pay the Notes; or questioning the proceedings or authority pursuant to
which the Notes are issued and taxes levied; or questioning or relating to the validity of the Notes, or
contesting the corporate existence of the County or the titles of its present officers to their respective
offices.

The absence of such litigation will be confirmed at the time of delivery of the Notes.
United States Bankruptcy Code

This undertaking of the County should be considered with reference to Chapter 9 of the
Bankruptcy Code, 11 U.S.C. 901, et seq., as amended, and other laws affecting creditors’ rights and
municipalities generally. Chapter 9 permits a municipality, political subdivision, public agency, or other
mnstrumentality of a State that is insolvent or unable to meet 1ts debts as such debts mature to file a
petition in the United States Bankruptcy Court for the purpose of effecting a plan to adjust its debts;
directs such a petitioner to file with the court a list of its creditors; provides that the filing of the petition
under that Chapter operates as a stay of the commencement or continuation of any judicial or other
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proceeding aganst the petitioner; directs a petitioner to file a plan for the adjustment of its debts; permuts
the petitioner m its plan to modify the rights to payment of its creditors; and provides that the plan must
be accepted 1n writing by or on behalf of creditors; and provides that the plan must be accepted in writing
by or on behalf of creditors of each impaired class of claims holding at least two-thirds in amount and
more than one-half in number of the creditors which have accepted or rejected the plan. The plan may be
confirmed notwithstanding the negative vote of one or more classes of claims if the court finds that the
plan is in the best interest of creditors, is feasible, and is fair and equitable with respect to the dissenting
classes of creditors. A petitioner has the right to remstate indebtedness under 1ts plan according to the
original maturity schedule of such mdebtedness notwithstanding any provision in the documents under
which the indebtedness arose relating to the insolvency or financial condition of the debtor before the
confirmation of the plan, the commencement of a case under the Bankruptcy Code, or the appointment of
or taking possession by a trustee in a case under the Bankruptcy Code or by a receiver or other custodian
prior to the commencement of a case under the Bankruptcy Code.

RATINGS

Moody’s Investors Service, Inc. (“Moody’s”) and Standard & Poor’s Ratings Group (“S&P”)
(collectively, the “Rating Services”) have assigned their municipal bond ratings of “MIG 17 and “SP-1+,”
respectively, to the Notes. Such ratings reflect only the views of the Rating Services and an explanation
of the significance of such ratings may be obtained from the Rating Services. The County has furnished
to the Rating Services certain information and matenals respecting the County and the Notes. Generally,
the Rating Services base their ratings on such information and materials and on investigations, studies and
assumptions furnished to and obtained and made by them. There is no assurance that such ratings will
remain unchanged for any period of time or that they may not be lowered or withdrawn entirely by the
Rating Services, 1f m therr judgment circumstances so warrant. Any such downward revision or
withdrawal of such ratings may have an adverse effect on the market price of the Notes.

UNDERWRITING

The Notes have been purchased at a competitive sale from the County for resale by J. P. Morgan
Securities, Inc. (the “Purchaser”). The Purchaser has agreed, subject to certan conditions, to purchase the
Notes at par plus a bid premium of $540,205.40. The imtial public offering yield of the Notes are as
shown on the front cover page of this Official Statement and may be changed from time to time by the
Purchaser. The Purchaser may also allow a concession from the public offering prices to certain dealers.
If all of the Notes are sold at the public offering yields or prices as set forth on the inside front cover page
of this Official Statement, the Purchaser anticipates total selling compensation of $26,815.25 for the
Notes. The Purchaser has received no fee from the County for underwriting the Notes.

CERTIFICATE CONCERNING THE OFFICIAL STATEMENT

Concurrently with the delivery of the Notes, the Administrator of the County will deliver to the
purchaser of the Notes a certificate which will state that, to the best of his knowledge, this Official
Statement did not as of its date and as of the sale date, and the final Official Statement does not, as of the
date of delivery of the Notes, contain an untrue statement of a matenal fact or omit to state a material fact
required to be included therein for the purpose for which this Official Statement or the final Official
Statement is to be used or necessary to make the statements therein, in the light of the circumstances
under which they were made, not misleading, providing such certificate shall not include consideration of
information supplied by, or which should have been supplied by, the successful bidder for the Notes.
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FINANCIAL ADVISOR

Ross, Sinclaire & Associates, LLC has acted as Financial Advisor to the County in connection
with the issuance of the Notes. In this capacity, Ross, Sinclaire & Associates, LLC provided technical
assistance in the preparation of the offering documents and assisted the County in preparing for this
financing.

Ross, Sinclaire & Associates, LLC may, through the competitive bidding process, acquire as
principal, or as a participate in a syndicate of underwriters, all or a part of the Bonds mcluding those upon
which Ross, Sinclaire & Associates, LLC has rendered financial advice. Prior to 1ts participation in the
competitive bidding process, Ross, Sinclaire & Associates, LLC will obtain the written and express
consent of the School District to Ross, Sinclaire & Associates, LLC’s participation 1 the possible
purchase as principal of the Bonds, provided that such bid is submitted electronically only. In the absence
of such consent, Ross, Sinclaire & Associates, LLC, will not participate in the competit

CONTINUING DISCLOSURE UNDERTAKING

The County has covenanted, pursuant to Section 11-1-85, South Carolina Code of Laws 1976, as
amended, to file with a central repository for availability in the secondary bond market, an annual
mdependent audit within 30 days of its receipt and event specific information within 30 days of an event
adversely affecting more than 5% of tax revenue or the County’s tax base.

In order to provide certain continuing disclosure with respect to the Notes mn accordance with
Rule 15¢2-12 of the United States Securities and Exchange Commission under the Securities Exchange
Act of 1934, as the same may be amended from time to time (“Rule 15¢2-12”), the County has entered
into a Disclosure Dissemination Agent Agreement (“Disclosure Dissemination Agreement”) for the
benefit of the holders of the Notes with Digital Assurance Certification, L.L.C. (“DAC”™), under which the
County has designated DAC as Disclosure Dissemination Agent. The form of Disclosure Dissemination
Agreement 1s attached hereto as Exhibit C.

The County previously has executed its Continuing Disclosure Certificates or Disclosure
Dissemination Agent Agreements in connection with the issuance of its general obligation debt as set
forth 1n the table entitled “General Obligation Debt by Issue” contained herein. In the past, the County
has not timely filed annual reports; however, as of the date of thus Official Statement, the County is
current with respect to the requirements of its continuing disclosure obligations.

MISCELLANEOUS

Any statements in this Prelimmary Official Statement imnvolving matters of opimon or estimates,
whether or not expressly so stated, are intended as such and not as representations of fact.

Reference herem to the State Constitution and legislative enactments are only brief summaries of
such provisions thereof and do not purport to describe with particularity all provisions thereof.
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Please address further inquiries, or requests for additional copies of this Prelimnary Official
Statement to Gary Kubic, County Administrator, Beaufort County, South Carolina, 100 Ribaut Road,
Room 156, Beaufort, South Carolina 29901-1228, Telephone (843) 470-2592; the County’s Bond
Counsel, Francenia B. Hewzer, Esquire, McNarr Law Firm, P.A., 1301 Gervais Street, 17th Floor,
Columbia, South Carolina 29201, Telephone (803) 799-9800, e-mail: fheizert@mcenair.net; or the
County’s Financial advisor, Brian G. Nurick, Financial Advisor, Ross, Sinclaire & Associates, LLC, 1219
Assembly Street, Columbia, South Carolina 29201, telephone (800) 255-0795, e-mail:
bnurickwrsamune.com.

The delivery of this Prelimmary Official Statement and 1ts use m connection with the sale of the
Notes has been duly authorized by officials of the County m their capacity.

/s/ Gary Kubic
County Admunistrator, Beaufort County, South Carolina
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i o Elliott Davis, LLC
Vls Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Beaufort County Council
Beaufort County
Beaufort, South Carolina

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of Beaufort County,
South Carolina (the County) as of and for the year ended June 30, 2008 which collectively comprise the
County’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of County’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amotnts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of Beaufort County as of June 30, 2008, and the
respective changes in financial position and cash flows, where applicable, thereof and the respective
budgetary comparison for the general fund for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated January
23, 2009 on our consideration of Beaufort County’s internal control over financial reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with government auditing standards and should be considered in assessing the results of our

andit.
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Management’s Discussion and Analysis and required supplementary information, as listed in the
Table of Contents, is not a required part of the basic financial statements but is supplementary
information required by the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the

information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County’s basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements, general, debt service, and capital project fund budgetary
comparison information, Clerk of Court and Magistrates fees and fines schedule, and statistical tables as
listed in the Table of Contents are presented for the purpose of additional analysis and are not a required
part of the basic financial statements. The accompanying schedule of expenditures of federal awards is
presentied for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a
required part of the basic financial statements of Beaufort County, South Carolina. The combining and
individual nonmajor fund financial statements, general fund, debt service, and capital project fund
budgetary comparison information, Clerk of Court and Magistrate fees and fines schedule, and
accompanying Schednle of Expenditures of Federal Awards have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly presented,
in all material respects, in relation to the basic financial statements taken as a whole. The introductory
section and statistical tables have not been subjected to auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

EUiott Danra, LLC

Columbia, South Carolina
January 23, 2009



BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

As management of Beaufort County, South Carolina (the County), we offer the readers of the County’s financial statements this narrative
overview and analysis of the financial activities of Beaufort County, South Carolina for the fiscal year ended June 30, 2008. We encourage the
readers to consider the information presented here in conjuriction with additional information that we have fumished in our letter of transmittal,

which can be found on pages 1 through 5 of this report.

FINANCIAL HIGHLIGHTS
The assets of Beaufort County exceeded its liabilities at June 30, 2008 by $186,562,593 {net assets). Of this amount $45,708,829

(unrestricted net assets) may be used to meet the govemment’s ongoing obligations to citizens and creditors.

The government's total net assets increased by $50,508,667 during the fiscal year ended June 30, 2008 with a $51,846,774
increase resulting from governmental activities and a $1,338,107 decrease resulting from business type activities.

At the close of the current fiscal year, the County’s govemmental funds reported combined ending fund balances of $155,615,408,
an increase of $45,983,608 in comparison with the prior year. Approximately 33 percent, $51,782,717, is available for spending at

the government's discretion (unreserved, undesignated fund baltance).
At the end of the current fiscal year, the County’s unreserved fund balance for the general fund was $18,929,748, or approximately

21 percent of the general fund expenditures and transfers.

Beaufort County's net capital assets increased by $43,073,897 during the current fiscal year. The increase in governmental
activities net capial assets of $43,785,718 was mostly the result of several purchases of property through the Real Property
Purchase Program and the construction of the Bluffion Parkway and of several other road projects throughout the County with the

County’s Road Improvement Program.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the County's basic financlal statements. The Gounty’s basic
financial statements comprise three components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes to
the financial statements. This report also contains other supplementary information in addition to the basic financial statements

themselves.

Government-wide financial statements - The govemment-wide financial statements are designed to provide readers with a broad
overview of the County’s finances, in 2 manner similar to a private-sector business. In particular, these statements include all assets and

liabilities using the accrual basis of accounting used by most private sector companies.

The stafement of net assetfs presents information on all of the County’s assets less its liabilities, with the difference between the two
reported as net assets. Over time, increases or decreases in net assefs may seive as a useful indicator of whether the financial position

of the County is improving or deteriorating.

The statement of activities presents information showing how the government's net assets changed during the most recent fiscal year.
All changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardiess of the timing of
related cash flows. Thus, revenues and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods (e.g., uncollected taxes and eamned but unused vacation leave).

Both the government-wide financial statements distinguish functions of the County that are principally supported by taxes and
intergovernmental revenues (govemmental activities) from other functions that are intended to recover all or a significant portion of their
costs through user fees and charges (business-fype activities). The governmental activities of the County include general government,
public safety, public works, public health, public welfare, and cultural and recreation. The business-type activities inciude the garage,
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 3¢, 2008

stormwater utility, the Lady's Island Airport, and the Hilton Head Island Airport. The business-type activities function for all practical
purposes as departments of the County, and therefore have been included as integral parts of the primary government.

The government-wide financial statements can be found on pages 27 through 29 of this report.

Fund financial statements — A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The County, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of Beaufort County can be divided into three

categories: governmental funds, proprietary funds, and fiduciary funds.

Govemmental funds - Governmental funds are used to account for essentially the same functions as governmental activities of the
government-wide financial statements. However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on baiances of spendable resources available at
the end of the fiscal year. Such information may be useful in evaluating the County’s near-term financing requirements.

Because the focus of govemmental funds is narrower than that of the govemment-wide financial statements, it is useful to compare the
information presented for govemmental funds with similar information presented for govemmentail activities in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of the govemment's near-term financing
decisions. Both the governmental fiund balance sheet and the govemmentat fund statement of revenues, expenditures, and changes in
fund balances provide a reconciiiation to facilitate this comparison between governmental funds and governmental activities.

information is presented separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund, County wide general obligation bonds fund, sales tax projects fund, real
property program fund, and the Bluffton Parkway project fund, all of which are considered to be major funds. Data from the other
governmental funds are combined into a single, aggregated presentation. Individual fund data for each of these nonmajor governmental

{funds is provided in the form of combining statements elsewhere in this report.

‘The County adopis an annual appropriated budget for its general fund. A budgetary comparison statement has. been provided for the
general fund to demonstrate compliance with this budget.

The basic fund financial statements can be found on pages 30 through 36 of this repo?t.

v

Proprietary funds - The County maintains four different types of proprietary funds, all of which are enterprise funds. Enterprise funds
are used to report the same functions as business-fype activities in the government-wide financial statements. The County uses
enterprise funds to account for its garage, stormwater utility, Lady’s Island Airport, and Hilton Head island Airport operations. These
funds report the services provided by the County for which the County charges a user fee or charge intended to recover all or a

significant portion of their costs.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail. The proprietary
fund financial statements provide separate information for the garage, stormwater utility, Lady's Island Airport, and the Hilton Head Island

Airport, all of which are considered to be major funds of the County.

The basic proprietary fund financial statements can be found on pages 37 through 40 of this report.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Fiduciary funds ~ Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary
funds are not reflected in the government-wide financial statements because the resources of those funds are not available to support the
County’s own programs. The accounting used for the fiduciary funds is much like that used for proprietary funds.

The statement of fiduciary net assets can be found on page 41 of this report.

Notes to the financial statements — The notes provide additional information that is essential to a full understanding of the data
provided in both the government-wide and the fund financial statements. The notes are presented on pages 42 through 66 of the report.

Other supplemental information — In addition to the basic financial statements and accompanying nofes, this report also presents

certain supplemental information that further supports the financial statements.

The combining statements referred to earlier in conneclion with nonmajor governmental funds are presented within this section of this

report and can be found on pages 67 through 129.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net assets may serve over time as a useful indicalor of a government's financial position. in the case of Beaufort

County, assets exceeded liabilities by $186,562 593 as of June 30, 2008.

Of this amount, $92,246,900 (approximately 49 percent) refiects the County’s investment in capital assets {land, buildings and
equipment); less any related debt used to acquire those assets that is still outstanding. The County uses these capital assets fo provide
sepvices to citizens; consequently, these assets are not available for future spending. Although the County's investment in its capital
assets is reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to repay the debt. An additional portion of the County's net assets,
$48,605,864 (approximately 26 percent), represents resources that are restricted to the repayment of the County's bonded indebtedness.
The ramaining baiance of unrestricted net assets, $45,709,829 (approximately 25 percent), may be used o meet the government's

ongoing obligations o citizens and creditors.

At the end of the current fiscal year, Beaufort County is able to report positive balances in all three categories of net assets, both for the
government as a whole, as well as for its separate governmental and business-type activities.

-12-




BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Beaufort County’s Net Assets
June 30, 2008 and 2007

Governmental Activities __.Business-type Activities Totat
2008 2007 2008 2007 2008 2007
Current and Other Assets $ 170,545486 § 124,774,702 $ 3,001,168 § 2,841,689 $ 173,546,654 § 127,616,391
Capital Assets 258415419 214,629,701 23,334,636 24,045 457 281,750,055 238,676,158
Total Assets $.4280960905 $.339404403 §_26335804 926888146 §$.455.206700 §_366,202.549
Long-Term Liabilities § 240,014,260 $ 200,391,194 $ 1940921 S 195,847 $ 241,955,181 § 200,587,041
Other Liabilities 24,174 156 26,087,494 2604779 3,564,088 ...26,778935 29,651,582
Total Liabilities $.264,188416 $.226478688 3_ 4545700 $_3759.935 §. 268734116 $_ 230238623
Net Assets:
Invested in Capital Assets
Net of Related Debt $ 70675038 $ 52,776,852 $ 21,571,862 § 24,046,457 $ 92246900 §$ 76,823,309
Restricted for Debt Service 48,605,864 18,695,106 - - 48,605,864 18,695,106
Unrestricted (Defici) 45,491,587 41,453,767 218,242 {918.246) 45,709,829 40,535 511
$.164772.480 $.112925715 521790104 $.23128211  §. 186562503 $_136.053.926

The County’s total net assefs increased by $50,508,667 during the 2008 fiscal year.

Key elements of this increase are as foliows:

There was an increase in the County's governmental current and other assets of $45.7 million, which increased mostly because of

the $19.3 million increase in cash within the County’s County wide general obligation bonds fund as of June 30, 2008 compared to
June 30, 2007. This increase resulted from the cash realized but not spent as of June 30, 2008 from the County’s $17.5 million
refunding bond issuance. Also, the County’s sales tax projects fund's cash increased by approximately $16.3 million and other
current assets increased by $3.1 million over the previous fiscal year due to the 1% referendum local sales tax monies realized for
the full fiscal year. The 1% referendum local sales tax collections began in the last quarter of the 2007 fiscal year. Additionally,
there was a $5.1 million increase in the New River Tax Increment Financing’s (TIF) debt service fund equity in pooled cash and
investments. The $5.1 million increase was the resuit of the County's TIF reconciliation and an increase of $2 million in tax

revenues from the 2007 fiscal year to the 2008 fiscal year.

The County's governmental net capital assets increased by $43.8 million. This increase occurred mostly from the County’s $21.6
million in purchases of fand and easements, §19.7 million of investments in infrastructure, and $4.0 million in upgraded radios for
improved comrmunications abilities in the event of emergencies. See the capital assets and debt administration section below for

more detail.

The $17.5 million bond issuance and a $25.5 million bond issuance were also the main cause of the increases within the County's
governmental activities restricted for debt service net assets and long-term liabilities. The increases in debt service net assets and
iong-term liabilities were $39.9 million and $39.7 million, respectively.

For the County’s business-type activities, there was an increase of approximately $.7 million in kabilities. This increase mostly
related to the $4.8 million note the County’s general fund issued to the Hilton Head Istand Airport for the construction of hangers at
the airport, net of the Hilton Head Island Airport’'s net $.4 miflion pay-down of its curent advances from the County’s general fund,
the Lady's Island Airpori's net $.2 million pay-down of its current advances from the County's general fund, and a $.1 million
decrease in Hilton Head Isiand Airport’s accounts payable from June 30, 2007 to June 30, 2008.
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Revenues:

Program Revenues:

Charges for Services

Operating (Grants and
Contributions

Capital Grants and
Contributions

General Revenues:

Property Taxes

Grants and Contributions

Unrestricted Investment
Eamnings

Transfess in/ (Out)

Miscelianeous

Total Revenues

Program ses
Govermnmental Activifies:
General Government
Public Safety

Public Works

Public Heaith

Public Weffare

Cultural and Recreation
Interest

Business-Type Activities:
Garage

Stormwater Utifity

Lady's Island Airport
Hilton Head Airport

Total Expenses
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Net Assets, Beginning

Net Assets, Ending

BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Beaufort County’s Changes in Net Assets
For the Fiscal Years Ended June 30, 2008 and 2007

Govemmental Activities Business-type Activities Total
2008 2007 __...2008 2007 2008 2007
$ 31,413,093 $ 32,302,521 $ 10,385,146 § 8,887,802 $ 41798239 §$ 41,180,323
8,312,520 6,980,330 244 468 219,079 8,556,988 7,199,408
33,285,927 8,567,228 1,004,624 1,334,933 34,290,551 8,902,161
81,399,195 72,584,375 - - 81,399,195 72,584,375
8,621,104 7,719,639 - - 9,621,104 7,719,639
4,701,846 4,179,902 86,760 174,318 4,788,606 4,354,221
1,863,867 - (1,863,867} - - -
... 8342263 2,838,808 270 4.320 9,342 533 2,843,128
179.939.815 135,172,803 9,857,401 10,620,453 189,797,216 145,793,256
27,566,886 24,863,032 - - 27,566,886 24,863,032
45,505,447 40,322 590 - - 45 505,447 40,322,590
21,017,830 19,507,135 - - 21,017,830 198,507,135
9,545,159 8,434,863 - - 8,545,158 8,434,863
2,082,811 1,460,053 - - 2,082,811 1,460,053
11,682,973 10,527,430 - - 11,682,973 10,527,430
10,691,835 8,238,679 - - 10,691,835 9,238,679
- - 4,778,275 4,186,346 4,778,275 4,186,346
- - 2,896,205 2,528,367 2,896,205 2,528,367
- - 845,649 673,042 845,649 673,942
- - 2.675.379 2,107,556 2675379 2,107,556
128,093,041 114,353,782 11.195.508 9,486,211 139,288,548 123,849,993
51,846,774 20,819,021 (1,338,107} 1,124,242 50,508,667 21,943,263
112,825.715 92,106,684 23,128,211 22.003.969 136,053,925 114,110,663
5184772489 $_ 112925715 $.21.780104 $23.128241  $.186560595 $.136053.926
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Govemnmental activities increased the County's net assels by $51.8 million, thereby accounting for 103 percent of the total growth in the net
assets of the County (net of the decrease in the County’s business-type activities net assets). Key elements of this net increase are as

follows:

The County’s governmental capital grants and contributions revenues increased by $24.7 million compared to the 2007 fiscal year,
which was mostly due to the $20.9 million increase in the County’s sales tax projects fund revenues. As stated above the sales tax
projects fund relates to the 1% referendum local sales tax collections which were realized for the full 2008 fiscal year, as opposed to

part of the 2007 fiscal year (the first year of collections).

in the 2008 fiscal year property tax revenues increased by approximately $8.8 million (or 12.1%) over the 2007 fiscal year. The
12.1% increase of property tax revenues in the 2008 fiscal year over the 2007 fiscal year is compared to a $3.9 million or 56%
increase in property tax revenues in the 2007 fiscal year over the 2006 fiscal year and compared to a $3.0 million or 4.6% increase
in property tax revenues in the 2006 fiscal year over the 2005 fiscal year. increases in properly taxes were due to increased millage
rates, increasing property values, increasing development, and an increasing population,

Miscellaneous revenues aiso increased by $8.4 million, which was fueled mostly from $6.5 million in litigation settlement funds
realized by the County. $6.0 of the $6.5 million in settlement funds related to the seitlement between the County and the builder of

the County’s administrative complex.

The County's public safety expenditures increased by $5.2 million during the 2008 fiscal year as compared to the 2007 fiscal year.
The increase resulted mostly from a $1.2 million other post employment benefits (OPEB) liability expenditure increase in fiscal year
2008 compared to fiscal year 2007. Starting in fiscal year 2008, the County began to recognize a total $3.4 million annual OPEB
cost, of which $1.2 million is allocated to-the County's public safety function. The recognized allocated OPEB cost is in compliance
with the Governmental Accounting Standards Board (GASB) issued Statement No. 45 entitled Accounting and Financial Reporting
for Postemployment Eenefits other than Pensions, which took effect in the 2008 fiscal year for the County. Additionally, purchases
of non-capitalized assets increased by $1.1 million in the 2008 fiscal year compared to the 2007 fiscal year and the book value of
assels disposed totaled approximately $.2 million in the 2008 fiscal year, compared to no net book value of assets disposed of in the

2007 fiscal year.

Business-type activities decreased the County’s net assets by $1.3 million, thereby accounting for a negative 3 percent of the total growth in

the net assets of the County. Key elements of this net increase are as follows:

Expenses for the Hilton Head Island Airport increased by approximately $2.4 million during the 2008 fiscal year compared to the
2007 fiscal year. The cause of the increase resulted mostly from the County issuing a $1.8 million note in fiscal year 2008 for
hangers compieted at the County's expense at the Hilton Head Island Airport in fiscal year 2007.
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Revenues by Source - Governmental Activities

Operating Grants
Granis and and Contributions All Other
Contributions not 4.6% 8.8%

Restricted
5.3%

\ Capital Grants and
Charges for Services - Contribustions

17.5% 18.5%

Taxes

Expenditures by Program - Governmental Activities

Public Health

Cultural and Interest
Recreation 8.3%
9.1%

1.6%

Public Works

16.4% General Government

7.5% Public Welfare Public Safety

35.6%

21.5%
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Revenues by Source - Business-Type Activities

Hilton Head Island Lady's Island Airport
i 8.0%
port /‘ Garage
49.8%

Stormwater Utility
33.0%

Expenses by Source - Business-Type Activities

Hilton Head Island
Airport
23.9%

Lady's Island Airport

0,
7.5% Garage

Stormwater Utility
25.9%
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS

As noted earlier, Beaufort County uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental funds - The focus of the County’s governmental funds is to pravide information on near-term inflows, outflows, and balances
of spendabie resources. Such information is useful in assessing the County’s financing requirements. In particular, unreserved fund balance
may serve as a useful measure of a govemnment's net resources available for spending at the end of the fiscal year.

At the of the end of the current fiscal yesr, the County's govemmental funds reported combined ending fund balances of $155,615,408, an
increase of $46,983,609 in comparison with the prior year. Approximately one third of this total amount ($51,782,717) constitutes unreserved,
undesignated fund balance, which is avallable for spending at the government’s discretion. The remainder of the fund balance is reserved to
indicate that it is not available for new spending because It has already been committed to 1) to liquidate contracts and purchase orders
{$22,899,299), 2) to fund planned capital projects ($32,327,528), and 3) to pay debt service ($48,605,864).

General Fund — The general fund is the main operating fund of the County. At the end of the current fiscal year, unreserved, undesignated
fund balance of the general fund was $18,929,748, while the total fund balance was $19,756,991. As a measure of the general fund's
liquidity, 2 comparison is made of both unreserved fund balance and total fund Balance to total fund expenditures. Unreserved fund batance
represents approximately 21% of total general fund expenditures and transfers, while total fund balance represents approximately 22% of total

general fund expenditures.

County Wide General Obligation Bonds Fund — At the end of the current fiscal year, the total fund balance of the county wide general
obligation bonds fund was $21,807,616, all of which was reserved for debt service. The county wide general obligation bonds fund recognized
revenues of $11,527,395, total expenditures of $12,416,747, and $21,605,128 in other financing sources, for a net change in fund balance of

$20,715,776.

Sales Tax Projects Fund — At the end of the current fiscal year, the total fund balance of the sales tax projects fund was $22,899,230, of
which $20,771,536 was reserved for encumbrances and $2,127,694 was reserved for capital projects. The sales tax projects fund recognized

revenues of $25,830,718 and total expenditures of $56,846,156, for a net change in fund balance of $19,084,562.

Real Properly Program Fund — At the énd of the current fiscal year, the total fund balance of the reaf property program fund was $3,130,185,
all of which was reserved for capital projects. The real property program fund recognized revenues of $5,498,156, total expenditures of
$20,908,819, and $20,000,000 in other financing sources, for a net change in fund balance of $4,589,337.

Biuffton Parkway Project Fund - At the end of the current fiscal year, the total fund balance of the Bluffion Parkway project fund was
$3,630,417, of which $1,283,116 was reserved for encumbrances and $2,347,301 was reserved for capital projects. The Biuffion Parkway
project fund recognized revenues of $134,620, total expenditures of $10,597,211, and $5,500,000 in other financing sources, for a net change

in fund balance of ($4,962,591).

Details of the County's governmental funds are shown in the govemment-wide financial statements, Further details of the County's general
fund are shown on Schedule “A” and further detalls of the County's nonmajor governmental funds are shown on Schedules *B”, “C”, *D” and

“E"
Proprietary funds ~ The focus of the County’s proprietary funds is to provide information on near-term inflows, outflows, and balances of
spendable resources. Such information is useful in assessing the County proprietary funds' financing requirements. As restrictions,

commitments, and other limitations on net assets significantly affect the availability of fund resources for future use, unreserved net assets
may serve as a useful measure of a government’s proprietary net resources available for spending at the end of the fiscal year.

-18-




BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

As of the end of the current fiscal year, the County's proprietary funds reported combined ending net assets of $21,790,104 an decrease of
$1,338,107 in comparison with the prior year. The decrease was mostly the result of the transfer of $1.8 million from the Hilton Head Island
Airport to the County's general fund, which corresponded to hangers the County buiit for the airport in the fiscal years 2007 and prior. n fiscal
year 2008, the County reclassified the hangers from a contribution tc a liability and issued a $1.8 million note to the Hilton Head Island Airport.

Garage — At the end of the current fiscal year, the net assets of the garage fund was $183,300, of which $231,178 was invested in capital
assets, net of related debt, leaving a deficit batance of $47,878 in unrestricted net assets. The garage fund recognized operating revenues of
$4,913,862, total operating expenses of $4,778,275, and $270 in net non-operating revenues, for a change in net assets of $135,857.

Stormwater Utility ~ At the end of the current fiscal year, the net assets of the stormwater utility fund was $3,07’5,393. of which $1,432,554
was invested in capital assets, net of related debt, leaving a balance of $1,843,839 in unrestricted net assets. The stormwater utility fund
recognized operating revenues of $3,233,1986, total operating expenses of $2,896,205, and $19,681 in net non-operating revenues, for a

change in net asssts of $356,672.

Lady’s Island Airport ~ At the end of the current fiscal year, the net assets of the Lady’s island Airport fund was $3,091,388, of which
$3,399,380 was invested in capital assets, net of related debt, leaving a deficit balance of $307,992 in unrestricted net assets. The Lady's
Island Airport recognized operating revenues of $729,620, total operating expenses of $781,425, and $6,304 in net non-operating expenses,

for a change in net assets of (§58,109).

Hilton Head Island Ajrport — At the end of the current fiscal year, the net assets of the Hilion Head Isiand Airpost fund was $15,438,023, of
which $16,508,750 was invested in capital assets, net of related debt, leaving a deficit baiance of $1,069,727 in unrestricted net assets. The
Hitton Head Island Airport recognized operating revenues of $1,752,936, total operating expenses of $2,204,325, and $1,321,138 in net non-

operating expenses, for a change in net assets of {($1,772,527).
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

GENERAL FUND BUDGETARY HIGHLIGHTS

Original Budget to Final Budget Comparison for the Fiscal Year Ended June 30, 2008

Variance with
Original Budget
Original Final Positive
. Budget . Budget Neqgative
Revenues:
Taxes $ 61,828,000 $ 61,828,000 $ -
Licenses and Pemnits 5,461,603 5,461,603 -
Intergovernmental 7,894,349 7,894,349 -
Charges for Setvices 11,649,817 11,649,817 -
Fines and Forfeitures 864,440 864,440 -
Interest 705,000 705,000 -
Miscellaneous 315,100 315,100 -
Total Revenues 88,718,309 88,718,308 -
Expenditures:
General Govemment 23,054 464 21,512,717 1,541,747
Public Safety 39,010,991 39,941,528 (930,534)
Public Works 16,727,486 17,557,837 (830,351)
Public Health 2,665,656 3,067,186 (401,530)
Public Welfare 471,585 986,085 (514.500)
Culture and Recreation 8,693,301 §.828,337 (135,036}
Total Expenditures 90,623,483 91,893,687 (1,270,204)
Excess of Revenues Over (Under)
Expenditures {1,905,174) (3,175,378) (1,270,204)
Other Financing Sources (Uses)
Transfers in 4 957 500 5,812,500 855,000
Transfers Out ..(3.,080,572) __{3.060,572) -
Totat Other Financing
Sources (Uses) 1,896,928 2,751,928 855,000
Net Change in Fund Balance (8,245) (423,450) (415,204)
Fund Balance at the
Beginning of the Year 21,642,520 21,642,520 -
Fund Balance at the
End of the Year $ 21634274 $.21219070 §._ (415204
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BEAUFORT COUNTY, SOUTH CARCLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

The generat fund original budget’s net assets varied from its final budget's net assets by ($415,204). Key elements of this net budget

increase are as follows:

The County's general govemment original expenditures budget was revised downward by approximately $1.5 million during the
2008 fiscal year. In this, there was a $1.6 million decrease in the County’s general contingsncy budget and a $.7 million decrease in
the County's various agency subsidies from their original budgeted amounts. These decreases wete actually allocations out of the
general government's expenditures budget to other general fund expenditure types. See the other key elements below for mare
detail. The decreases in the County's general government budget were offset mostly by increases of approximately $.2 million in
purchased professional services within the County planning and comprehensive plan’s budget, approximately $.2 million in
purchased services budget increases within the County business license office relating to professional services purchases for the
business license audit, and approximately $.2 million in direct subsidies budget increases for the County’s housing coordinator.

The public safety expenditures budget was revised upward by $.9 million. This mostly came from $1.2 million in capital expenditure
additions to the Counly's public safety budget. These exira expenditures included approximately $.9 million in capital expenditures -
on vehicles for the Sheriffs Department. The $1.2 million increase in capital expenditures was mostly offset by budget adjustments
that decreased the Sheriff's Office personnel budget. Some of the $1.2 million in public safety expenditure budget increases were
ailocations from the County's general govemment expendifures general confingency. See above for more detail.

There also was an increased $.8 million budget revision to the County's public works expenditures. This included an additional $.5
million in budget increases for the County’s facilities maintenance department and public works department for capital asset
expenditures. Additionally, there was a $.2 million original to final budget increase within the public works depariment’s purchased
services, most of which was atfributabie to cleaning services.

Additionally, there was a net $.5 million County public welfare expenditure budget increase relating to subsidy budget increases. In
this, the County increased the original subsidy budgets of the Lowcountry Regional Transit Authorit‘y by $247,000 and the budgets
of Senior Services of Beaufort and Together for Beaufort by $70,000 each. These public welfare expenditure budget increases
came mostly from the $.7 milfion general government agency subsidy allocation. See above for more detail.

The public health expenditure budget was revised upward by appreximately $.4 million mostly due to a $.2 million increase in the
County’s mosquito control department’s capital asset expenditures budget and a $.2 million increase in the County’s public heaith
subsidies, $140,000 of which went to an increased subsidy budget for Coastal Empire Mental Health. These public health
expenditure budget increases came mostly from the $.7 million general government agency subsidy allocation. See above for more
detail.

Lastly, the original budget for transfers into the County’s general fund was increased by approximately $.9 million. This was
accounting for an additional expected $855,000 draw down of fund balance by the County’s general fund.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Final Budget to Actual Comparison for the Fiscal Year Ended June 30, 2008

Variance
with Final Budget
Final Positive
Budget Actual Negative
Revenues:
Taxes $ 61,828,000 $ 60,474,820 $(1,353,180)
Licenses and Pemits 5,461,603 3,894,583 {1,567,020)
intergovernmental 7,894,349 8,649,634 755,285
Charges for Services 11,649,817 10,568,767 {1,081,050)
Fines and Forfeitures 864,440 1,028,600 165,160
Interest 705,000 1,015,196 310,196
Miscellaneous 315,100 565,823 250723
Total Revenues 68,718,309 86,198,423 (2,519,886}
Expenditures:
General Government 21,512,717 20,963,806 548,911
Public Safety 39,941,525 38,617,353 1,324,172
Public Works 17,657,837 15,946,656 1,611,181
Public Health 3,067,185 2,975,284 91,902
Public Welfare 986,085 931,321 54,764
Culture and Recreation 8,828,337 8,658,731 1 08
Total Expenditures 91,893,687 88,093,151 3,800,536
Excess of Revenues Over (Under)
Expenditures (3,175,378) (1,894,728) 1,280,650
Other Financing Sources (Uses)
Transfers In 5,812,500 2,251,087 (3,561,413)
Transfers Out {3.080,572) {2.241,888) 818,684
Total Other Financing
Sources (Uses) 2,751,928 9,189 (2,742,729)
Net Change in Fund Balance (423,450} {1,885,529) (1,462,079)
Fund Balance at the
Beginning of the Year ___.2N.842520 21642520 -
Fund Balance at the
End of the Year $.21219070 $ 19756991 $ (1462079}




BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

The actual net assets of the County's general fund original budget's net assets varied from its final budgef's net assets by (§415,204). Key

elements of this net budget increase are as follows:

The County's tax revenues were approximately $1.4 million less than the final budget had projected. The shortfall in tax revenues
was primarily caused by the downturn in the housing market and increased home foreclosures, which follows national housing and
foreciosure trends.

The County’s licenses and permits revenues were aiso approximately $1.6 million less than fthe final budget had projected due to
the fact that the County's building permit revenues were $.9 million less than budgeted and the County’s business license revenues
were $.7 million less than budgeted. These shortfalls in revenues were caused primarily by the declining economy, especially within
new housing construction.

Additionally, actual charges for services revenues were approximately $1.0 million less than budgeted. This was caused mostly
from a $1.2 million shortfall within the register of deeds’ revenues from the original budget. This too was mostly caused from the
national downturn in the housing market.

To react to the decreasing revenues, the County decreased its expenditures by approximately $3.8 million. These decreases came
mostly within a $1.3 miliion positive budget to actual variance within public safety expenditures and a $1.6 million positive budget to

actual variance within public works expenditures.
The $1.3 million positive variance within the County’s public safety expenditures from the final budget came mostly from

O
personnel expenditures being a combined $.7 miliion less within the County’s sheriff's office, communicationsfraffic
management department, and emergency services depattment. Additionally, actuat capital expenditures were
approximately $.3 million less than budget within the County’s emergency services department.

o The $1.6 million positive variance within the County’s public works expenditures from the final budget came mostly from

$1.1 million less in purchased solid waste disposal services used by the County’s solid waste/recycling department. Also,
personnel expenditures were approximately $.5 million less than budgeted for the County’s facilities maintenance, public
works, engineering, and solid waste/recycling departments.

Lastly, transfers in were approximately $3.6 million less than budgeted. This was due to the fact that the County originally had
planned to use the $5.3 million of the general fund prior year's fund balance. The $5.3 million prior year fund balance was not used
and was offset partially by a $1.8 million transfer from the County’s Hilton Head Island Airport proptietary fund related to the County
issuing a $1.8 million note in fiscal year 2008 for hangers completed at the County’s expense at the Hilton Head Island Airport in

fiscal year 2007.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets — Beaufort County’s investment in capital assets for its govermnmental and business-type activities as of June 30, 2008 was
$281,750,055 (net of accumulated depreciation). This investment in capitai assets includes land and easements, buildings and improvements,
infrastructure, and equipment. The tofal increase in the County's investment in capital assets for the current fiscal year was 18 percent (in
which governmental activities capital assets increased by approximately 21 percent and business-type activities capital assets decreased by

approximately 3 percent).
Beaufort County’s Capital Assets
(Net of Depreciation)
June 30, 2008 and 2007

Govemmental Activities Business-type Activities Total

2008 2007 2008 2007 2008 2007
Land and Easements $§ 75884513 § 54,310,250 $ 13,802,425 § 13,802,425 $ 80686938 § 68,112,675
Construction in Progress 15,160,362 29,618,525 §3,169 63,867 15,213,521 29,682,392
Buildings and improvements 86,889,036 87,489,329 7,364,694 7,604,784 94,253,730 95,084,113
infrastructure 65,844,924 33,282,748 - - 65,844,924 33,202,748
Equipment 14,636,584 9,918,849 2114358 __ 2575381 16,750,942 12,494,230
Total Capital Assets $.258415419 $.214620701 §_23334636 $.24045457 5. 281750055 $_ 238676158

Major capital asset events during the current fiscal year included the following:

s  The County purchased approximately $21.6 milfion in governmental activities fand and easements for the County's rural and critical

fands program.
s Alsg, the County made approximately $19.7 million of investments in infrastructure, which included $10.4 milfion in additional

improvements fo the Blufflon and Buckwalter Parkways.
«  [n addition, the County purchased $4.0 million in upgraded radios for improved communications abilities in the event of
emergencies, which is included in governmental activities equipment.

Additional infomation on the County’s capital assets can be found in note 4 on pages 48 through 50 of this report.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Long-Term Debt ~ At the end of the current fiscal year, Beaufort County had $242,247 865 of total long-term debt outstanding. Of this
amount, $177,515,000 comprises of debt backed by the full faith and credit of the government.

Beaufort County’s Outstanding Debt
June 30, 2008 and 2007

Govemmental Activities __Business-type Activities Tolal

2008 2007 2008 2007 2008 2007
General Obligation Bonds $ 177,515,000 § 141,670,000 $ - 8 - $ 177,515,000 § 141,670,000
TIF Revenue Bonds 62,760,000 63,190,000 - - 62,760,000 63,190,000
Notes Payable - - 1,762,774 382,191 1,762,774 382,191
Capital Leases 210,091 240,588 - - 210,091 240,588

Total Outstanding Debt $.240485001 $.205100.588 S 1762774 $._382191  $.242.247.865 $.205482.7/9
Major outstanding debt events during the current fiscal year included the following:

In September 2007, the County issued $25,500,000 of Generat Obllgation Bonds bearing interest rates of 4.0% to 5.0% and with
varying matusify dates through 2027. $20,000,000 of the proceeds of these bonds was used for the County’s rural and critical iands
projects and the remaining $5,500,000 of the proceeds of these bonds was used for the Buckwalter Parkway extension.

n October 2007, the County issued $17,530,000 of General Obligation Bonds bearing interest rates of 4.0% to 5.0% and with
varying maturity dates through 2020. The proceeds of these bonds were used for various County projects.

The County issued & $1.8 million note from the County's general fund to the Hilton Head island Airport for the construction of
hangers at the airport, which were completed in the 2007 fiscal year.

+ Lastly, there was $8,064,914 in debt service principle paid during the fiscal year.

The County maintains an underlying, uninsured "AA” bond rating from Standard & Poor's Rating Group, an underlying, uninsured “Aa2” bond
rating from Moody’s Investors Service, and an underlying, uninsured "AA-" bond rating from Fitch for its most recent general obligations bonds.
Additionally the County maintains an underlying, uninsured "A-" bond rating from Standard & Poor's Raling Group, and an insured "AA” bond

rating from Fitch for its most recent TIF revenue bonds.

State statutes limit the amount of general obligation debt a governmental entity may issue to 8 percent of its total assessed valuation less debt
issued by referendum and debt issued and paid by other sources. The current debt limitation for the County is $88,104,3256. Beaufort County

was $44,708,501 under this legal limit at June 30, 2008.

Additional information on the County’s long-term debf can be found in note 5 on pages 51 through 56 of this report.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The unemployment rate for Beaufort County was 3.7 percent at June 30, 2008, which is a decrease from a rate of 4.3 percent a year
ago. This compares favorably with the State of South Carolina’s average unemployment rate of 6.1 percent at June 30, 2008 and

the national average unemployment rate of 5.6 percent.
The housing market downtum began to affect the County during the 2008 fiscal year, however the downturn in the County was

mugch less severe than in other areas around the country.
o  The cost of living in this region still compares favorably to other areas of the couniry.

Ali of these factors were considered in preparing Beaufort County’s budget for the 2009 fiscal year.

During the 2008 fiscal year, unreserved, undesignated fund balance in the general fund decreased by $624,026. No fund balance of the
general fund has been appropriated for spending in the County’s 2009 fiscal year origina budget.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of Beaufort County's finances for all those with an interest in the government’s
finances. Questions concerning any of the information provided in this report or requests for additional financial information should be
acldressed fo the Finance Department, Post Office Box 1228, Beaufort, SC 26801-1228.

-26-




v

“ The elegant tabby ruins of the Edwards plantation house on Spring
Island have a mystical quality. Old-time South Carolina coastal
construction with tabby aesthetically intrigues me and although most
historic tabby buildings have been destroyed by fire, the timeless
beauty of their ruins remains a tribute to the enslaved workers who

buiilt them. ”



BEAUFORT COUNTY, SOUTH CAROLINA

Exhibit 1

STATEMENT OF NET ASSETS
June 30, 2008
Govemnmental Business-Type
Aclivities Activities Totals
ASSETS
Cumrent Assets
Cash and Equity in Pooled Cash and Investments $ 141,745,277 $ 1,393,504 143,138,781
Receivables, Net 16,588,114 1,231,671 17,820,785
Due from Other Governments 5,636,303 - 5,636,303
Advances to Other Funds 1,750,033 - 1,750,033
Inventories - 304,267 304,267
Prepaid Expenditures 91,717 71,726 163,443
165,812,444 3,001,168 168,813,612
Noncurrent Assets
Equity in Pooled Investments 3,009,390 - 3,008,390
Advances to Other Funds 1,723,652 - 1,723,652
4,733,042 - 4,733,042
Capital Assets
Non-Depreciable 91,044,875 13,855,584 104,900,459
Depreciable 167,370,544 9,479,052 176,849,596
258415419 23,334,636 281,750,055
Total Assets 428,860,905 26,335,804 455,296,709
LIABILITIES
L iabilities
Accounts Payable 9,456,445 746,544 10,202,988
Accrued Payrofl 2,931,028 108,202 3,039,230
Accrued Interest Payable 3,648,037 - 3,648,037
Current Portion of Long Term Debt 6,476,701 39,122 6,515,823
Advances Payable {o Other Funds - 1,710,811 1,710,911
Due to Others 1,656,323 - 1,656,323
Deferred Revenues 5,622 - 5,622
24,174,156 2,604,779 26,778,935
Long Tenn Liabilities
Accrued Compensated Absences 2,763,840 77,411 2,841,351
Net Other Postemployment Benefits Obligation 3,241,930 139,858 3,381,788
Long-Term Obligations 234,008,390 1,723,652 235,732,042
240,014,260 1,840,921 241,955,181
Total Liabilities 264,188,416 4,545,700 268,734,116
NET ASSETS
Invested in Capital Assets, Net of Related Deabt 70,675,038 21,571,862 92,246,900
Restricted for Debt Service 48,605,864 - 48,605,854
Unrestricted (Deficit) 45,491,587 218,242 45,709,820
Total Net Assets $ 164,772,489 § 21,790,104 186,562,593

The accompanying notes are an integral part of these financial statements.
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General Revenues & Transfers

Taxes
Grants and Contributions Not Restricted

Unrestricted Investment Eamings
Transfers In/ (Out)
Miscellaneous

Total General Revenues & Transfers

Change in Net Assels

BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2008

Program Revenues

Charges for Operating Grants Capital Grants
Expenses Services and Contributions and Contributions
Functions/Programs

Governmental Activities
General Government $ 27,566,886 $ 13,170,035 $ 827,308 3 5,010,000
Public Safety 45,505,447 7,990,064 1,096,323 795,350
Public Works 21,017,930 7,016,889 552,578 27,480,577
Public Health 9,645,159 410,076 4,816,142 -
Public Welfare 2,082,811 16,625 478,095 -
Cultural and Recreation 11,682,973 2,808,504 542,074 -
Interest ) 10,691,835 - - -
Total Governmental Activities 128,093,041 31,413,093 8,312,520 33,285,927

Business-Type Activities
Garage 4,778,275 4,913,862 - -
Stormwater Utllity 2,886,205 3,233,196 - -
Lady's Istand Airport 845,649 729,620 - 121,787
Hilton Head Airport 2,675,379 1,508,468 244,468 382,837
Total Business-Type Activities 11,195,508 10,385,146 244 468 1,004,624
Totat $ 139,288,549 $ 41,798,239 $ 8,556,988 $ 34,280,551

Net Assets, Beginning

Net Assets, Ending

The accompanying notes are an integral part of these financial statements.
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Net (Expense) Revenue and

Changes in Net Assets

Primary Government

Governmental Business Type

Activities Activities Totals
$ (8,559,543) $ $ {8,559,543)
{35,623,710) - (35,623,710)
14,032,114 - 14,032,114
(4,318,941) - (4,318,941)
{1,588,191) - (1,588,191)
(8,331,395) - {8,331,395)
(10,691,835) - {10,691,835)
(55,081,501) - {55,081,501)
- 135,587 135,587
- 336,991 336,991
- 5,768 5,758
- (39,606) (39,606)
- 438,730 438,730
$ (55,081,501) $ 438,730 b (54,642,771)
$ 81,399,195 $ - $ 81,389,195
9,621,104 B 9,621,104
4,701,846 86,760 4,788,606
1,863,867 (1,863,867) -
9,342,263 270 9,342,533
106,928,275 (1,776,837) 105,151,438
51,846,774 (1,338,107) 50,508,667
112,925,715 23,128,211 136,053,926
3 164,772,489 $ 21,780,104 $ 186,562,593

-29.

Exhibit 2



BEAUFORT COUNTY, SOUTH CAROLINA

ASSETS

Cash and Equity in Pooled Cash and Investments
Receivables, Net

Due from Other Governments

Advances to Other Funds

Prepaid Expenditures

Total Assets

LIABILITIES AND FUND EQUITY
Liabilities

Accounts Payable

Accrued Payrofi

Due to Others

Deferred Property Tax Revenue
Deferred Revenue

Total Liabilities

FUND BALANC

Reserved for Encumbrances
Reseived for Capital Projects
Reserved for Debt Service
Unreserved

Total Fund Balance

Total Liabilities and Fund Balance

BALANCE SHEET
GOVERNMENTAL FUNDS

June 30, 2008

County Wide
General

Obiigation Sales Tax

General Bonds Projects
$ 16,963,419 $ 20,230,545 16,285,029
4,063,589 1,705,460 7,783,702
2,750,352 49 -
3,473,685 - .
85,849 - -
$ 27,336,894 $ 21,936,084 24,068,731
$ 2867386 $ 1,168,501
2,589,817 - -
1,308,838 - -
703,762 128,468 -
7,579,903 128,468 1,169,501
827,243 - 20,771,536
- - 2,127,694

- 21,807,616

18,929,748 - -
19,756,991 21,807 616 22,899,230
$ 27,336,894 $ 21936084 24,068,731

The accompanying notes are an integral part of these financial statements.
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Exhibit 3

Rea! Bluffton Nonmajor Total
Property Parkway Governmental Govemmental
Program Project Funds Funds

$ 2,926,631 $ 3,361,646 $ 84,984,397 $ 144,754,667

210,000 323,912 2,502,421 16,589,114
- - 2,885,902 5,636,303
- - - 3,473,685
- - 5,868 81,717

$ 3,138,631 $ 3,685,558 $ 90,378,588 $ 170,545,486

$ 9,446 $ §5.141 $ 5,254,871 $ 9,458 445
- - 331,211 2,931,028

- - 347,385 1,656,323

. - 48,430 880,660

- - 5,622 §622

9,446 55,141 5,887,619 14,930,078

- 1,283,116 17,404 22,899,299
3,130,185 2,347,301 24,722,348 32,327,528
. - 26,798,248 48,605,864

- - 32,852,969 51,782,717
3,130,185 3,630,417 84,390,969 155,615,408

$ 3,139,631 $ 3,685,558 $ 90,378,588 $__ 170,545,486
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Exhibit 3
Continued
BEAUFORT COUNTY, SOUTH CAROLINA
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET ASSETS
June 30, 2008

Total Governmental Fund Balances (Exhibit 3) $ 155,615,408
Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmentat activities are not financial resources and, therefore, are
not reported in govemmental funds 258,415,419

Other long-{erm assets are not available to pay for current period expenditures and, therefore,

are reported as deferred in governmental funds - property taxes 880,660
Long-term fiabllities, including bonds payable, are not due and payable in the current period

and, therefore, are not reported in governmental funds

Accrued Interest Payable (3,648,037}
Current Portion of Long Term Debt (6.476,701)
Accrued Compensated Absences (2,763,940)
Net Other Post Employment Benefits Obligation (3,241,930)
Long-term obligations __{234,008,380)
Net Assets of Govemmental Activities $ _164,772.489

The accompanying notes are an integral part of these financial statements.
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“I had just come across the word allée in a mystery novel set in France, but
hadn’t made the connection with our Southern variety until I drove past this
one. I did a double-take and made a probable illegal U-turn to take its
picture in the early morning ‘slant of light.” I love perspective shots
anyway, especially ones like these that curve away into infinity.”



BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Revenues
Taxes
Licenses and Permits
Intergovernmental
Charges for Services
Fines and Forfeitures
Interest
Seftlements
Miscellangous

Total Revenues

Expenditures
General Government
Public Safety
Public Works
Public Health
Public Welfare
Cultural and Recreation
Debt Service - Principal
Debt Service - Interest and Fees
Capital Projects

Total Expenditures

Excess of Revenues Over {Under) Expenditures

Other Financing Sources (Uses)
Issuance of Bonds
Transfers in
Transfers Out

Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balance at the Beginning of the Year

Fund Balance at the End of the Year

GOVERNMENTAL FUNDS
For the Year Ended June 30, 2008

County Wide
General
Obligation Sales Tax
General Bonds Projects
$ 60,474,820 $ 91078612 $ -
3,894,583 - -
8,649,634 187,213 25,531,506
10,568,767 - .
1,029,600 - -
1,015,196 787,746 399,212
565,823 1,444,824 -
86,188,423 11,527,395 25,930,718
20,963,806 - -
38,617,353 - -
15,946,656 - .
2,975,284 - .
931,321 - -
8,658,731 - -
- 6,685,000 -
- 5,731,747 -
- - 6,846,156
88,093,151 12,416,747 6,846,156
(1,894,728) {889,352) 19,084,562
- 17,530,000 -
2,251,087 4,075,128 -
(2,241,888) - ~
9,199 21,605,128 -
(1,885,529) 20,715,776 19,084,562
21,642 520 1,091,840 3,814,668
5 19,756,991 $ 21,807,616 $ 22,899,230

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



Real Bluffton Nonmajor Totals
Property Parkway Governmental Govemmental
Program Project Funds Funds

$ - - $ 11,336,960 $ 80,919,392
- - 11,349,933 15,244,516
5,010,000 - 11,841,198 1,219,551
- - 4,311,877 14,880,644

- - 258,333 1,287,933

488,149 134,620 1,876,923 4,701,846

- - 6,503,786 6,503,786

7 - 1,080,906 3,091,560
£,498,156 134,620 48,559,916 177,849,228
- - 3,318,141 24,281,947

- - 4,012,204 42,629,557

- - 3,558,404 18,505,060

- - 6,673,427 9,648,711

- - 621,330 1,552,651

- - 705,935 9,364,666

- - 930,000 7,615,000

- - 4,387,498 10,118,245

20,908,819 10,697 211 12,690,463 51,042,649
20,908,819 10,597,211 36,897,402 175,759,486
{15,410,663) (10,462 591) 11,662,514 2,089,742
20,000,000 5,500,000 - 43,030,000

- - 12,616,563 18,842,778

- - (14,737,023} {16,978,911)
20,000,000 5,500,000 {2,220,480) 44,893 867
4,589,337 {(4,962,591) 9,442,054 46,983,608
{(1,458,152) 8,593,008 74,948,915 108,631,799
$ 3,130,185 $ 3630417 $ 84,390,969 $ 155,615,408
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Exhibit 4
Continued

BEAUFORT COUNTY, SOYTH CAROLINA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2008

Total Net Change in Fund Balances - Governmental Funds (Exhibit 4) $ 46,983,608

Amounts reported for governmental activities in the statement of activities are different because:

Government funds report capital outlays as expenditures. However, in the statement of activities
the cost of those assets are aliocated over their estimated useful lives and reported as depreciation

expense. This is the amount by which capital outiay exciuded depreciation in the curent period
54,716,472

Capital Qutlay
Depreciation {10,741,537)

In the statement of activities, the loss on disposal of capital assets is reported. Conversely,
govemnmental funds do not report any gain or loss on disposal of capital assets.

Net Book Vatue of Capital Assets Disposed (188,217}

Because some property taxes will not be collected for several months after the County's fiscal
year ends, they are not considered "available" revenues in the governmental funds

increase in Deferved Property Taxes 479,803

The issuance of long-term debt (bonds, leases) provides current financial resources to govemmental
funds, while the repayment of the principal of long-term debf consumes the current financial
resources of governmental funds. Neither transactions has any affect on net assets
tssuance of Long-Term Bonds (43,030,000)
7,615,000

Bond Principal Payments
Capital Lease Principal Payments 30,497

Some expenses reported in the statement of activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in governmenial funds

Increase in Accrued interest {673,289}
Increase in Accrued Compensated Absences {202,634}
Increase in Other Post Employment Benefit Cost (3,241,830)

$ 51846774

Change in Net Assets of Governmental Activities

‘The accompanying notes are an integral part of these financial statements.
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BEAUFORT COUNTY, SOUTH CAROLINA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL

Revenues
Taxes
Licenses and Permits
intergovernmental
Charges for Services
Fines and Forfeitures
Interest
Miscellaneous

Total Revenues

Expenditures
General Government
Public Safety
Public Works
Public Health
Public Welfare
Cultural and Recreation

Total Expenditures
Excess of Revenues Over (Under) Expenditures
Other Financing Sources {Uses)

Transfers In
Transfers Out

Total Other Financing Sources (Uses)
Net Change in Fund Balance

Fund Balance at the Beginning of the Year

Fund Balance at the End of the Year

GENERAL FUND
For the Year Ended June 30, 2008

Exhibit &

GENERAL
Variance
with Final Budget
Original Final Positive
Budget Budget Actual {Negative)
61,828,000 $ 61,828,000 $ 50,474,820 $ {1,353,180)
5,461,603 5,461 ,503 3,884,583 (1,567,020}
7,894,343 7,894,349 8,649,634 755,285
11,649,817 11,649,817 10,568,767 (1,081,050}
864,440 864,440 1,029,600 165,160
705,000 705,000 1,015,196 310,196
315,100 315,100 565,823 250,723
88,718,309 88,718,309 86,198,423 (2.519,886)
23,054,464 21,512,717 20,963,806 548,911
39,010,991 39,941,525 38,617,353 1,324,172
16,727,486 17,557,837 15,946,656 1,611,181
2,665,656 3,067,186 2,975,284 91,902
471,585 986,085 931,321 54,764
8,693,301 8,828,337 8,658,731 169,606
90,623,483 91,893,687 88,093,151 3,800,536
(1,805,174) (3,175,378) (1,894,728) 1,280,650
4,957,500 5,812,500 2,251,087 {3,561,413)
{3,060,572) (3,060,572) (2,241,888} 818,684
1,896,928 2,751,928 9,199 (2,.742,729)
(8,246) (423,450) {1,885,529) {1,462,079)
21,642,520 21,642 520 21,642,520 -
21634274 $_ 21219070 19,756,991 § (1.462,079)

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

Cash and Investments with Trustee

Receivables, Net
internal Balances
Inventories
Prepayments

Total Current Assets

Capital Assels
Accumulated Depreciation

Total Assets

LIABILITIES
Liabllities
Account Payable
Accrued Payroli
Current Portion of Advances
Payable to General Fund
Total Current Liabilities

Long Term Liabilities
Accrued Compensated Absences
Net Other Postemployment
Benefits Obligation
Advances Payable to General Fund
Total Long Term Liabilities

Total Liabilities

NET ASSETS

invested in Capital Assets, Net
of Related Debt

Unrestricted (Deficit)

Total Net Assets

BEAUFORT COUNTY, SOUTH CAROLINA

Exhibit 6

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
June 30, 2008
Stormwater Lady’s Istand Hilton Head
Garage Utility Airport Airport Totals
$ 2,168 $ 1,390,763 $ 372 $ 200 $ 1,393,504
313,459 371,112 68,072 479,028 1,231,671
- - {240,000) 240,000 -
135,850 108,102 59,515 - 304,267
71,726 - - 71,726
623,004 1,870,977 (112,041) 719,228 3,001,168
417,789 2,431,367 3,867,504 23,121,164 20,937,824
(186,611) {998,813) (568,124) (4,849,640) (6,603,188)
231,178 1,432,554 3,399,380 18,271,524 23,334,636
$ 754,182 $ 3,303,531 $ 3,287,339 $ 18,990,752 $ 26,335,804
566,007 23,895 82,624 74,018 746,544
1,933 63,682 4,922 37,665 108,202
- - 103,849 1,646,184 1,750,033
567,940 87,577 181,385 1,757,867 2,604,779
145 44,457 1,759 31,050 77,411
2,797 95,104 2,797 39,160 139,858
- - - 1,723,652 1,723,652
2,942 139,561 4,556 1,793,862 1,940,821
570,882 227,138 195,951 3,651,728 4,545,700
231,178 1,432,554 3,399,380 16,508,750 21,571,862
(47.878) 1,643,839 {307,952) (1,069,727) 218,242
$ 183,300 $ 3,076,393 $ 3091388 $ 15,439,023 $ 21,790,104

The accompanying notes are an integral part of these financial statements.
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BEAUFORT COUNTY, SOUTH CAROLINA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS

For the Year Ended June 30, 2008

Exhibit 7

Stormwater Lady’s Istand Hilton Head
Garage Utifity Alrport Airport Totals
Operating Revenues
Garage 8illings $§ 1773853 $ - $ - $ - $ 1,773,853
Fuel and Oil Sales 3,140,009 - 599,504 - 3,738,513
Stormwater Utility Fees - 2,910,758 - - 2,810,758
Stormwater Utility Project Biilings B 316,307 - - 316,307
Hanger Leases - - - 30,000 30,000
FBO Concessions - - - 22,005 22,005
FBO Fuel Comission - - - 96,985 96,985
Concession Sales - - 8,362 - 8,362
Firefighting Fees - - - 267911 267,911
Landing Fees - - 14,894 196,266 241,160
Parking/Taxi Fees - - - 45,245 45,245
Rentals - - 106,852 827,399 634,251
Passenger Facilities Charges - - - 101,257 101,257
TSA Revenues - - - 143,211 143,211
Other Charges - 6,131 8 22,657 28,796
Total Operating Revenues 4,813,862 3,233,196 729,620 1,752,936 10,629,614
Operating Expenses
Costs of Sales and Services 2,893,750 - 438,114 - 3,331,864
Personnel 52,880 1,677,522 108,969 936470 2,776,841
Purchased Services 1,793,146 385,734 166,559 579,634 2,925,073
Supplies 11,825 539,600 13,371 54,939 619,835
Depreciation 26,574 293,349 53,412 633,282 1,006,617
Total Operating Expenses 4,778,275 2,896,205 781,425 2,204,325 10.660.230
Operating income (Loss) 135,587 336,991 (51,805) {451,389) {30,616)
Non-Operating Revenues (Expenses)
FAA Grants - - 90,703 864,230 954,933
SCAG Grants - - 31,084 18,607 49,691
Non-Operating Grant Expenditures - - (64,224} (376,873) (441,097)
Transfers Out - - {63,867) {1,800,000) (1,863,867)
Gain (Loss) on Sale of Properly and Equipment 270 - - - 270
Interest Eamed - 19,681 - 67,078 86,760
Interest Expense - ~ - (94,181) {94,181)
Total Non-Operating Revenues 270 19,681 {6,304) {1,321,138) (1,307,481
Change in Net Assels 135,857 356,672 {58,109) {1,772,527) (1,338,107}
Net Assets, Beginning 47,443 2,718,721 3,149,497 17,211,550 23,128,211
Net Assets, Ending 3 183,300 $ 3,076,393 $ 3091388 15,439,023 § 21,790,104

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




Exhibit 8

Sheet 1
BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended June 30, 2008
Stormwater Lady's island Hilton Head
Garage Utility Airport Airport Totals
Cash Flows from Operating Activities:

Cash Received from Customers and Users 3 4,861,323 $ 2,886,008 $ B77,108 $ 2176480 $ 10,780,921

Cash Paid to Employeas (49,474) {1,552,309) (105,794) (893,291) {2,600,868)

Cash Paid to Suppliers {4,687,834) (1,008,569) (828,878} (1,215,842) (7.740,923)

124,015 305,131 {57,563} 67,547 439,130
Cash Flows from Capital and Related Financing Activities:

FAA Grants - - 90,703 $64,230 954,933

SCAC Grants - - 31,084 18,607 49,691

Non-Operating Grant Expenditures - - (64,224) {376,873) {441,097

Proceeds from Sale of Capital Assets 270 - - - 270

Purchase of Capital Assets (122,1186) (108,556} - (126,991) {358,663)

Principal Payment on Debt - - - (418,418) {419,418)

interest Paid on Debt - - - {84,181) {94,181)

{121,846) (103,556} 57,563 (134,626) {308,465)
Cash Flows from Investing Activities:

Interest Eamed - 19,681 - 87,079 86,760
Net Increase in Cash and Cash Equivalents 2,169 215,256 - - 217,425
Cash and Cash Equivalents, July 1, 2007 - 1,175,807 372 200 1,176,079
Cash and Cash Equivalents, June 30, 2008 $ 2,189 $ 1,390,763 $ 372 $ 200 $ 1,383,504

The accompanying notes are an integral part of these financial statements.
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Reconciliation of Operating Income to Net Cash Flows from Operating Activities:

Operating Income (Loss)

Adjusiments to Reconcile:
Depraciation

Changes in Assets and Liabilities:

(increass) Decrease in Accounts Receivable

{Increase) Dacrease in Inventories

increase (Decrease) in Accounts Payable

Increase (Decrease) in Accured Payroll

increase (Decreass) in Accrued
Compensated Absences

Increase {Decreass) in Net Other
Postemployment Benefits Obfigation

Net Cash Flow from Operating Activities

Exhibit 8

Sheet 2
BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended June 30, 2008
Stormwater Lady’s Istand Hitton Head
Garage Utility Airport Airport Totals
$ 135887 $_ 336981 $  (51,805) $  (451.389) 3 (30,618)
26,574 293,349 53412 633,282 1,006,617
{52,539) {367,187) 147,489 423,544 151,307
(64,540) - (28,820) - (93,360)
75,527 (83,235) (182,014) {581,069) {770,791)
464 {14,348) (381) (27,031) (41,286)
145 44,457 1,759 31,050 77411
2,797 95,104 2,797 38,160 139,858
(38,146) {325,209) (59,170) (114,346) (536,871)
$ 124015 $ 305,131 $ {57,563) $ 67,547 $ 439,130
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Exhibit 9

BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF FIDUCIARY NET ASSETS
AGENCY FUNDS
June 30, 2008

ASSETS

Cash and Equity in Pooled Cash and Investments $ 91,176,012

Total Assets 91,176,012

LIABILITIES

Due to Agency 91,176,012
91,176,012

Total Liabilities

The accompanying notes are an integral part of these financial statements.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policies

The financial statements of Beaufort County, South Carolina, have been prepared in conformity with accounting principles (GAAP)
generally accepted in the United States of America as applied to govemmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting principles. The County
also applies Financial Accounting Standards Board (FASB) statement and interpretations issued on or before November 30, 1989 toits
governmental and business-type activities and to its proprietary funds provided they do not conflict with or contradict GASB
pronouncements. The more significant of the government’s accounting policies are described below.

Reporting Entity

Beaufort County operates under the Council/Administrator form of government with Council members elected for four-year
terms from each of the eleven single-member districts. This report includes all funds of Beaufort County that are controlled by
this goveming body, and are considered to be the “reporting entity” known as Beaufort County.

GovernmentWide Financial Statements
The statement of net assets and the statement of activities display information about the County as a whole. These statements

include the financial activities of the primary government, except for fiduciary funds. Forthe most part, the effect of interfund
activity has been removed from the statements. The statements distinguish between those aclivities of the County that are

governmental and those that are considered business-type activities.

The statement of net assets presents the financial condition of the governmental and business-type activities for the County at
year-end. The statemnent of activities presents a comparison between direct expenses and program revenues for each program
or function of the County's governmental activities and for the business-type activities ofthe Counly. Directexpenses are those
that are specificaily associated with a service, program, or department and therefore clearly identifiable to a particular function.
Program revenues include charges paid by the recipient for the goods or services offered by the program, grants and
contributions that are restricted to meeting the operational or capital requirements of a particular program, and interesteamed
on grants that is required to be used to support a particular program. Revenues which are not classified as program revenues
are presented as general revenues of the County, with cerfain limited exceptions. The comparison of dire(;t expenses with
program revenues identifies the extent to which each business segment or governmental function is self-financing or draws

from the general revenues of the County.

Fund Financial Statements
During the year, the County segregates transactions related to certain County functions or activities in separate funds in order to

aid financial management and to demonstrate legal compiiance. Fund financial siatements are designed to present financial
information of the County at this more detailed level. The focus of governmental and enterprise fund financial statements is on
major funds. Each major fund is presented in a separate column. Nonmajor funds are aggregated and presented in a single

column. Fiduciary funds are reported by type.

Measurement Focus, Basis of Accounting, and Financial StatementPresentation

The govemment-wide financial statements are reported using the economic resources management focus and the accrual
basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when eamed
and expenses are recorded when a liability is incurred, regardiess of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as revenue as soon as
all eligibility requirements imposed by the provider have been met.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policies - Continued:

Governmentalfund financial statements are reported using the cument financial resotirces measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current pericd or scon enough thereafter to pay liabilities of the
current period. Forthis purpose, the government considers revenues to be available if they are collected within 60 days of the
end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures refated to compensated absences and claims and judgments, are

recorded only when payment is due. ;

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are
considered to be measurable and available only when cash is received bythe government.

The government reports the following major governmental funds:
Thie general fund is the government's primary operating fund. It accounts for all financial resources of the general
government, except those required to be accounted for in another fund. i

The county wide generai obligation bond fund accounts for the expenditures of the bond proceeds of the bonds
issued for various capital projects throughout the County.

The sales tax projects fund accounts for the expenditure of the 1% local sales tax referendum proceeds which are
used for various capital projects throughout the County.

The real property purchase program fund accounts for the expenditure of bond proceeds of the bonds issued forthe
purchase of rural and critical lands within the County.

The Bluffton Parkway project fund accounts for the expenditure of the bond proceeds of the bonds issued forthe
construction of the Bluffton Parkway and for improvements to the Buckwaiter Parkway.

The County reports the following major enterprise funds:
The garage fund accounts for the activities of the County's garage operations.

The stormwater utility fund accounts for the activitiesof the County’s stormwater utility operations.
The Lady’s Island Airport fund accounts for the activities of the County’s airport operations on Lady's Isiand.

The Hilton Head Island Airport fund accounts for the activities of the County's airpoit operations on Hilton Head

Island.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policies — Continued:

Additionally, the government reports the following fund types:

Special Revenye Funds

The special revenue funds are used to account for the proceeds of specific revenue sources (other than
special assessments, or major capital projects) that are legally restricted to expenditures for specified

purposes.

Debt Service Funds
Debt service funds are used o account for the accumulation of resources for, and the payment of, general

long-term debt principal and interest.

Capital Projects Funds
Capital projects funds are used {o account for financial resources to be used for the acquisition or

construction of major capital facilities.

Agency Funds

The agency funds account for monies held on behalf of school districts, special districts, and other
agencies that use the County as a depository or property taxes are collected on behalf of the other

governments.

As a general rule the effect of interfund activity has been eliminated from the govermment-wide financial statements. Exceptionsto this
general rule are charges between the govemment's garage function and various other functions of the government. Elimination of these
charges would distort the direct costs andprogram revenues reported for the various functions concemed.

Amount reported as program revenues include (1) charges to customers or applicants for goods, services, or privileges provided, (2)
operating grants and contributions, and (3) capital grants and contributions. Internally dedicated resources are reported as general

revenues tather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operaling revenues and expenses from nonoperating tems. Operating revenues and expenses generally
result from providing services and producing and delivering goeds in connection with a proprietary fund’s principal ongoing operations.
The principal operating revenues of the County enterprise fund are charges to customers for sales and services. Operating expenses for
enterprise funds include the cost of sales and services, administrative expenses, and depreciation on capital assets. Al revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government's policy to use restricted resources first, then

unrestricted resources as they are needed.

Net Assets - Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of related debt
consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowing used for the acquisition
construction or improvements of those assets. Net assets are reported as restricted when there are limitations imposed on their use either
through the enabling legisiation adopted by the County or through extemnal restriction imposed by creditors, grantors, laws, or regufations
of other governments. Net assets invested in capital assets net of related debt were as foliows:



BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO TRE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policies -- Continued:

Net Capital Assets $ 258,415,419

Less: Current Pertion of Long Term Debt (6,476,701}
Long Term Obligations {234,008,380)

Add Unspent Bond Proceeds: Sales Tax Projects 22,899,230
Real Property Frogram 3,130,185

Bluftton Parkway Project 3,630417

Capital Projects Funds 23084878

$ —-L0.675.038

Deferred revenue - Deferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied. On
governmental fund financial statements, receivables that will not be collected within the available period have also been reported as

deferred revenue.

Equity in Pooled Cash and lnvestments - The County maintains a pooled cash and investment account for ali funds for accounting and
investment purposes. This gives the County the ability to invest idle cash for short periods of time and to eam the most favorable available

rate of return. The "equity in pooied cash and investments® represents the amount of pooled cash and investments owned by each fund of
the County. Certain individual funds may refiect a cash deficit, from time to time. These cash deficits are not considered an equity
transfer since the transfer has not been approved by County Counciland is considered {o be temporary in nature.

investments - Investments consist of certificates of deposit and repurchase agreements. With the majority of the County's investments
maturing in less than 1 year, all investments are recorded at cost, which approximates market vaiue.

Receivables - Al receivables are reported at their gross value and when appropriate, are reduced by the estimated portion that is

uncollectible.

Inventories - Inventories consist of fuels and supplies (enterprise funds) and are stated at the lower of “first-in, first-out” cost or market.

Capital Assets - Capital assets purchased or acquired with an original cost of $3,000 or more are reported at historical cost or estimated
historical cost. Contributed assets are reported at fair market value as of the date received. Additions, improvements and other capital
outlays that significantly extend the useful life of an asset are capitalized. Other costs incurred for repairs and maintenance are expensed
as incurred. Depreciation on all assets is calculated on the straight-line basis starting in the month of purchase/completion over the

following estimated useful lives:

Buikdings 25 years
improvements 25 years
Infrastructure 25 years
Equipment 5~ 10 years

Long-Term Obligations - In the government-wide financial statements and proprietary funds financial statements, long-termdebt and other
long-term obligations are reported as liabilities in the applicable government activities, business-type activities, or proprietary fund type
statement of net assets. Bond premiums and discounts are deferred and amortized over the life of the bonds using the effective interest
method. Bonds payable are reported net of applicable bond premium or discount. Bond issuance cosis are reported as deferred charges

and amortized over the term of related debt.

- 45 -



BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policies ~ Continued:

Inthe fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond issuance costs, during
the current period. The face amount of debt issued is reported as bond praceeds. Premiums received on debt issuances are reported as
interest on investments while discounts and issuance costs are reported as interest and fees expenditures.

Compensated Absences — The Counly accrues compensated absences and associated employee-related costs when eamed by the

employee.

Due fo and from Other Funds/Internal Balances— interfund receivables and payables in the fund financial statements and internal
balances in the government-wide financial statements arise from interfund transactions and are recorded by all funds affected in the

period in which transactions are executed. As a general rule, the effect of interfund activity has been eliminated from the

government-wide financial statements.

Revenues - Substantially all governmental fund revenues are accrued. Property taxes are billed and collected within the same period in

which the taxes are levied.
Expenditures — Expendlitures are recognized when the related fund liability is incurred.

Use of Estimates — The preparation of financial statements in conformity with generally accepted accounting principles requires
mianagement to make estimates and assumptions that affect the County's financial position and results of operations and disclosure of
contingent assets and liabilities. Actial results could differ from those estimates.

Budaets and Budqetary Accounting - The County uses GAAP as the basis for its budgeting and uses the following procedures in
establishing the budgetary data reflected in the financial statements:

1 The County Administrator submits to County Council, prior fo June 1, proposed operating, special revenue, debt service, and
capltal improvement (CIP) budgets for the fiscal year commencing July 1. The operating, special revenue, debt setvice, and
CIP budgets include proposed expenditures, revenues, and financing sources.

(2) The Council requires such changes to be made as it deems necessary, provided the budget remains in balance and is subject
to the notice of hearing requirements of Section 4-9-140 of the South Carolina Statutes.

(3 Public hearings are held pursuant to Section 4-8-140 of the South Carolina Statutes in order for the Council to adopt the

tentative and final budget.

(4) Prior to July 1, the operating, special revenue, debt service and CIP budgets are legally enacled through passage of an
ordinance setting forth anticipated revenues and appropriations by fund.

(5) The Gounty Administrator or his designee is authorized to transfer funds among operating accounts or among capital accounts
within a department. All transfers between departments and programs or between operating and capital accounts must be
authorized by the Council in accordance with Section 4-9-140 of the South Carolina Statutes. In accordance with County
Ordinance #2006/14, Section 12, amounts of $10,000 or less ¢an be approved by the Council Chairman and/or Council Finance
Committee Chairman; transfers of $5,000 or less can be approved by the County Administrator and/or his designee.



BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THEFINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policies — Continued:

Formal budgetary integration is employed as a measurement control device for all govemnmental funds of the County. The level

{6)

on which expenditures may not legally exceed appropriations is the fund level.
(N Budgets for the govemmental fund types are adopted on a basis consistent withgenerally accepted accounting principles.
(8} Revenues in axcess of the current budget ordinance may be expended as directed by the revenue source or for the purpose for

which the funds were generated without further approval by County Council, as per Section 14 of County Ordinance #2006/14.

Cagh and Equity in Pooled Cash and invesiments
Custodiai Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the County’s deposits may not be returned. The County does nothave a
deposit policy for custodial credit risk. At June 30, 2008, the carrying amount ofthe County's depositswas $28,151,859 and the bank
balance was $25,146,322. State law requires that all of the County’s deposits be covered by FDIC insurance or by collateral held by the
pledging financial institutions’ trust department in the County's name.

investments
As of June 30, 2008, the County has the following investrents:

Investment maturities (in years)

Fair Less than
_— investment Type Value 1 i-5
US Treasury Cbligations $ 2,728,847 $ 2,728,847 3 -
US Government Agency Obligations 199,149,403 196,140,013 3009390
201,878,250 198,868,860 3,009,390

South Carolina Local Govermnment
Investment Pool __7,293974 7,293,974 -

$209.172.224 $206.162.834 $..2.009,390

interest Rate Risk .
The County does not have a formal investmentpolicy that limits investment maturities as a means of managing its exposure to fair value

losses arising from increasing interest rates.

Credit Risk
The County has no investment policy that would further iimit its investment choices other than state law. As of June 30, 2008, the

underlying security ratings of the County’sinvestmentin the South Carolina Local Government Investment Pool {LGIP) may be obtained
from the LGIP's complete financial statements. These financiaistatements may be obtained by writing to the following address:

The State Treasurer's Office

Local Government Investment Pool
Post Office Box 11778

Columbia, SC 29211

The County’s investments in U.S. Government Agency Obligations were rated Aa by Moody's Investors Services.
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Cash and Equity in Pooled Cash and Investments — Continued:

Concentration of Credit Risk
The County places no fimit on the amount the County may invest in any one issuer. As of June 30, 2008, the County had investments with

three issuers thatexceeded 5% of total investments.

Receivables/Due from Other Govemments

Al property taxes receivable are shown net of aliowances for uncollectibles. The County considers aff taxes fo be collectible; therefore, no
allowance for uncollectibles has been established.

The following details receivables -net by fund:

County Wide
General Sales
General Obligation Tax
Fund Bonds ___Projects
Property Tax Receivable $ 745,743 $§ 149,879 $ -
Licenses and Fees Receivable 74,878 - -
Accounts Receivable - Other 1762774 . 1.555611 7.783.702
$.4.063.589 $.-1.705.490 $_71783.702
Reat Bluffton Nonmajor
Property Parkway Governmental
Program __Project Funds
Property Tax Receivable $ - $ - $ 51,458
Licenses and Fees Recsivable - - 1,443,805
Accounts Receivable- Other 210.000 . 323912 1,007,158
$...210.000 $.323.912 $_2502421
Key dates in the property tax cycle for tax year 2007 are as follows:
Assessment Date 2004
Property Taxes Levied September 3, 2007
Tax Bills Rendered October 1, 2007
Property Taxes Payable March 16, 2008
Delinquency Date March 17,2008
Tax Sale Dates October 6 - 7, 2008
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Receivaples/Due from Other Governments — Continued:

The following details the due from other governments by fund:

County Wide
General Nonmajor
General Obligation Governmenta!
Fund Bonds Funds
State Aid to Subdivisions $ 2,003,755 3 49 $ -
General Govermment Programs 746,597 184,556
Public Safety Programs - 585,142
Public Works Programs - - 1,258,394
Alcohol & Drug Programs - - 55,388
Disabilities and Special Needs Programs - - 24,488
Public Welfare Programs - - 18,881
Cuttural & Recreational Programs - - 59,815
2005 Bond Projects - - 699,538
$..2,750,352 $ooee 40 $—-2.885,.902
Capital Assets
Govemmental Activities
Balance Disposals Balance
June 30, 2007 Additions or Transters June 30, 2008
Capital Assets not Being Depreciated:
Land & Easements $ 54,310,250 $ 21,574,623 $ - $ 75,884,513
Construction in Progress 29,618,525 _..33242802 47,700,965 15,160,362
Total Capital Assets not Being Depreciated 83928775 54,817,065 47,700,965 91.044.875
Other Capital Assets:
Buildings & improvements 125,903,725 4,435,711 206,740 130,132,696
Infrastructure 37,016,835 34,727,071 - 71,743,906
Equipment 34971638 8437590 994 592 42 414636
Total Other Capital Assets 197,892,198 47,600,372 1,201,332 244,291,238
Accumulated Depreciation —
Buildings & improvements 38,414,396 5,029,482 200,218 43,243,660
Accumulated Depreciation —
Infrastructure 3,724087 2,174,895 - 5,898,982
Accumulated Depreciation —
Equipment __ 25052789 3,537,160 811,897 27,778,052
Total Accumulated Depreciation 67,191,272 10,741,537 1.0121158 76,920,694
Other Capltal Assets, Net 130,700,926 36,658,835 189.217 167.370.544
Govemmental Activities Capital Assets, Net$_214,629.701 $_.91675900 $47.890.182 $.268415419

For the capital assets of the governmental activities, depreciation is computed on the straight-line method of depreciation over the
estimated useful lives of the assets, which range from five to iwenty-five years. Depreciafion expense for the year ended June 30, 2008
was $10,741,537 and the accumulated depreciation as of June 30, 2008 was $76,920,694.
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The depreciation expense was allocated as follows:

General Government $ 2,605,845

Public Safety 3,175,223

Public Works 2,887,090

Public Health 80,493

Public Welfare 188,077

Cuitural and Recreation 1,803,808

Total $.10,741 537
Business-Type Activities

Balance Disposals
June 30, 2007 Additions or Transfers

Capital Assets not Being Depreciated:
Land & Easements $ 13,802,425 $ - $ -
Construction in Progress 63,867 623634 634,342
Total Capital Assets not Being Depreciated 13,866,292 623,634 §34.342
Other Capital Assets:
Buildings & improvements 11,499,363 228,945 -
Equipment 4,411,370 76,559 133,998
Total Other Capital Assets 15,910,733 305,504 133,998
Accumulated Depreciation —

Buildings & Improvements 3,894,579 469,035 -
Accumulated Depreciation —

Equipment 1,835,989 537,582 133,998
Total Accumutated Depreciation __ 5730568 1,006,617 133.998
Other Capital Assets, Net _J0.180.165 {701,113) -
Business-Type Activities Capital Assets, Net $.24,046 457 $. . (T7479) $_ 634340

Balance
June 30, 2008
$ 13,802,425

53,159
13,855,584

11,728,308

4353931
16,082,239

4,363,614

2,238,573
6,603,187

9479052

$.-23.334 636

For the capital assets of the business—type activities, depreciation is computed on the straight-line method of depreciation over the
estimated useful lives, which range from five to twenty-five years, of the assets. Depreciation expense for the year ended June 30, 2008
was $989,822 and the accumulated depreciation as of June 30, 2008 was $6,603,187.

The depreciation expense was allocated as follows:

Garage $ 26,574
Stormwater Utility 293,349
Lady’s Isiand Airport 53,412
Hilton Head Airport 633.282
Total $1.006617
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Long-Term Obligations
Govemmental Business-type
General Obligation Bonds $ 177,515,000 $ -
TIF Revenus Bonds 62,760,000 -
Note Payable - 1,762,774
Capital Leases - 210,091 ™
$.240.485.001 $_1762.774

General Obligation Bonds

In June 1999, the County issued $9,100,000 in General Obligation bonds, bearing interest rates of 4.60% to 5.26% and with varying
maturity dates through 2008. The proceeds of these bonds were used for various County projects including the purchase of development
rights on Lemon Island, the construction of the Buckwalter Parkway, the minor renovations of various County buildings and park fadilities,
and other governmental projects within the County. These bonds were ratired during the 2008 fiscal year.

in Aprit 2001, the County issued $30,000,000 in General Obligation bonds, bearing interest rates of 4.375% o 5.25% and with varying
maturity dates through 2020. The proceeds of thase bonds were used as follows: $10,000,000 for the purchase of real property programs
as approved by referendum in November 2000, $10,000,000 to pay the bond anticipation notes issued May 2000, and $10,000,000 for
various Courity projects including the purchase of telecommunications equipment, the construction of additional facilities for the Detention
Center, the construction of additional hangars atthe Lady's Island Airport , and for other govemmental projects within the County.

In May 2002, the County issued $25,100,000 in General Obligation bonds, bearing interest rates of 3.0% to 4,875% and with varying
maturity dates through 2022. The proceeds of these bonds were used as follows: $10,950,000 to pay off the outstanding bonds and
refated costs of the 1993 General Obligation issue and $14,000,000 for various County projects to include the purchase of
telecommunications equipment, improvements to various county parks, construction of solid waste drop off centers, and for other

government construction projects within the County.

in June 2003, the County issued $25,500,000 in General Obligation bonds, bearing interest rates of 2.0% to 5.0% and with varying
maturities through 2023. The proceeds of these bonds were used as follows: $10,000,000 for the purchase of real property program as
approved by referendum in November 2000, $5,000,000 for paving and improving roads within the County, and $10,500,000 for various
County projects including the purchase of telecommunications equipment, improvements to various County parks, and for other

governmental construction projects within the County.

{n November 2004, the County issued $30,500,000 in General Obligation bonds bearing interest rates of 3.0% to 5.0% and with varying
maturities through 2025. The praceeds of these bonds were used as follows: $20,000,000 for the purchase of real property program as
approved by referendum in November 2000, and $10,500,000 for various County projects including the purchase of various publicworks
and public safety vehicles, improvements to various County parks, and for other governmental construction projects within the County.

In November 2006, the County issued $17,500,000 in General Obligation bonds bearing interest rates of 3.5% to 8.0% and with varying
maturities through 2026. The proceeds of these bonds were used for various County projects.

In December 2006, the County issued $30,000,000 in General Obligation bonds bearing interest rates of 4.0% to0 6.75% and with varying
maturifies through 2026. The proceeds of these bonds were used to “pay off’ the County’s Bond Anticipation Notes of $25,000,000 and
provide additional funds for the construction of the Biufton Parkway Project.
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Long Term Obiligations - Confinued:

In September 2007, the County issued $25,500,000 of General Obligation Bonds bearing interest rates of 4.0% to 5.0% and with varying
maturity dates through 2027. $20,000,000 of the proceeds of these bonds was used for the County’s rural and critical lands projects, as
approved by referendum in November 20086, and the remaining $5,500,000 of the praceeds of these bonds was used for the Buckwalter

Parlway extension.

In October 2007, the County issued $17,530,000 of General Obligation Bondsbearing interest rates of 4.0% to 5.0% and with varying
maturity dates through 2020. The proceeds of these bonds were used for various County projects.

The 2001, 2002, 2003, 2005, 2006, 20068, 2007, and 20078 general obligation bonds are collateralized by the full faith and credit of the

County and are payable from ad valorem taxes.

General obligation bonds accounted for in the County's Statement of Net Assets consist of the following at June 30, 2008:

Rates and Original Qutstanding

Description _Dates Maturity issue at June 30, 2008
1998 Improvement Bonds 4.6%-5.25%

2/1 and 8/1 2008 § 9,100,000 $ -
2001 County Bonds 4.375% - 5.25%

2/1 and 8/1 2020 30,000,000 21,690,000
2002 County Bonds 3.0% - 4.876%

2/% and 8/1 2022 25,100,000 15,380,000
2003 County Bonds 2.0% - 5.0%

2/1 and 8/1 2023 25,500,000 21,750,000
2008 County Bonds 3.0%-5.0%

2/1 and 8/1 2025 30,500,000 29,900,000
2006 County Bonds 3.5%-8.0%

3/1 and 9/1 2026 17,500,000 16,650,000
20068 County Bonds 4.0% - 6.75%

3/1 and 971 2026 30,000,000 29,500,000
2007 County Bonds 4.0%-5.0%

3/1 and 91 2026 25,500,000 25,350,000
20078 County Bonds 4.0% - 5.0%

2/1 and 8/1 2026 17,530,000 _17.295 000

$210.730.000 $.177,615.000
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Long Term Obligations — Continued:

A schedule of the debt servicerequirements associated with the general obligation bonds follows:

Fiscal 2001 2002 2003 2005 2006
Year improvement County County County County
Ending_ Bonds _Bonds ~ _Bords = __Bonds Bonds
2009 $ 2,493,004 $ 2,288,225 $ 1,773,500 $ 1,667,875 $ 1,203,313
2010 2,493,079 2,587,025 1,803,250 1,808,875 1,235,813
2011 2,489,869 2,568,525 1,828,312 1,795,875 1,266,563
2012 2,481,019 1,111,525 1,898,563 1,781,875 1,292,563
2013 2,476,519 1,113,681 1,966,563 1,817,250 1,318,000
2014-2018 12,265,857 5,597,375 10,408,815 10,876,750 6,836,125
2019-2023 4,849,425 4,532,175 10,467,939 18,541,250 7,035,250
2024-2027 - - - 9,572,500 4,235 750
Total 29,548,772 20,108,531 30,148,843 48,061,750 24,424 377
Less Amount
Representing interest __ 7,858,772 4,728,531 8,398,843 18,161,750 7774377
Net $.20.600000  $14380000  $21750.000 $29.900,000  $16650.000
Fiscal 20058 2007 20078
Year County County County
_Ending Bonds Bonds Bonds Total
2009 § 1,841,250 $ 1,400,031 $ 783,500 $13,760,698
2010 1,817,250 1,514,031 781,900 14,141,223
2011 1,989,250 1,623,031 785,300 14,346,226
2012 2,057,250 1,727,031 2,368,500 14,719,326
2013 2,151,250 1,826,031 2,363,300 15,103,594
2014-2018 11,500,250 10,248,655 11,614,300 79,449,127
2018-2023 14,044,250 11,436,312 4,580,000 75,486,601
2024-2027 8.664,125 __9.9806,626 - 32,379,001
Total 44,134,875 39,681,748 23,276,800 259,385,796
Less Amount

Representing interest __14,634,875 14,331,778 £.981.800 81,870,796

Net $.20.500000  $25350000  $17.205000  $177.515.000

Total interest paid on bonds outstanding for the year ended June 30, 2008 was $6,887,885.
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Long Teom Obligations — Continued:

The following is a schedule of principal payments for all general obligation bonds:

Fiscal Year
__Ending Amount

2009 $ 5,930,000
2010 6,530,000
2011 7,000,000
2012 7,645,000
2013 8,335,000
2014-2018 51,720,000
2019-2023 60,630,000
2024-2027 29.725.000
Total $ 177,515000

Tax Increment Financing Revenue Bonds

in Decemnber 2002, the County issued $40,000,000 in Tax Increment Financing Revenue Bonds for the New River TIF District, bearing
interest rates of 3.0% to 5.5% and with varying maturities through 2027. The proceeds of these bonds were used fo provide infrastructure
and other improvements within the Tax Increment Financing District, including buildings for both the University of South Carolina —

Beaufort and the Technical College of the Lowcountry.

in November 2003, the County issued $23,680,000 in Tax Increment Revenue Bonds for the Biuffion TIF Disfrict, bearing interest rates of
2.0% to 5.0% and with varying maturities through 2028. The proceeds of these bonds were used to pay the outstanding bond anticipation
note and to provide infrastructure improvements within the Tax increment Financing District.

The following is a schedule of the debt service requirements:

Fiscal Year New River Biuffton

Ending TiF G Total
2009 $ 2,286,382 $ 1,334,955 $ 3,621,337
2010 2,546,463 1,395,790 3,950,063
2011 2,813,262 1,489,150 4302412
2012 2,893,463 1,575,275 4,568,738
2013 3,172,350 1,731,275 4,903,625
2014-2018 17,506,450 10,048,550 27,555,000
2019-2023 18,22¢,325 14,221,250 32,447,575
2024-2028 14,934,750 5582250 20,517,000
Total 64,479,445 37,386,305 101,865,750
Less Amount Representing interest 24 928 445 14,176,305 39,105,750
Net $39.550,000 $25.210.000 $62.760.000

Total interest paid on bonds outstanding for the year ended June 30, 2008 as $3,118,698.
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Long Term Obligations - Continued:

Notes Payable

in September 2000, the Countyissued a note for $1,325,000 for the balance owed on the purchase of iand for the Hilton Head Island
Airport. The note was payable in annual payments of $205,836, including interest at 5.1% through September 2008, however the note

was paid off in full during the 2008 fiscal year.

Advances fromthe General Fund

In September 2007, the County issued a note for $1,800,000 for the balance owed for the construction of hangers at the Hilton Head
Island Aimport. The note was payabie in quarterly payments of $31,634, including interest at 5.0 % through June 2032. The current
portion of this note as of June 30, 2008 was $39,122. Advances from thegeneral fund alse included $1,710,911 at June 30, 2008 for

advances for certain operating expenses.
Capital Leases

As of June 30, 2008, the County has one lease-purchase agreement to purchase communication equipment with a lease ferm of 10 years
and an interest rate of 3.95%. The communication equipment under this capital lease is included in the equipment inNote 4.

The following is a schedule of future minimum lease payments under this capital lease, together with the present value of net minimum

lease payments atJune 30, 2008.

Fiscal Year
Ending Amount

2008 3 40,000
2010 40,000
2011 40,000
2012 40,000
2013 40,000
2014 40.000
Total 240,000
Less Amount Representing Interest 29908
Net 210091

The County records capital lease payments as current year expenditures in the fund to which the lease applies. The liability for capital

leases and the associated assets are recorded.

Total interest paid on capital leases for the year ended June 30, 2008 was approximately $2,503 which was recorded as an expenditure in
the Special Revenue Fund for E-811 equipment.
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Long Term Obligations - Continued:

Governmental Activities Changes in Long-Temm Obligations

Baiance
June 30, 2007
General Obligation Bonds $ 141,670,000
TiF Revenue Bonds 63,190,000
Capital Leases 240,588
Totals $ 205100588

Business-Type Activities Chanaes in Lona-Term Obligations

Balance
_June 30, 2007
Notes Payable $..382101
Combined Changes in Long-Term Obligations
Balance
June 30, 2007
General Obligation Bonds $ 141,670,000
TIF Revenue Bonds 63,190,000
Notes Payable 382,191
Capital Leases . 240588
Totals $ 205482 779

Current Portion of Long Tetm Obligations

The current portion of long term obiigations is computed as follows:

General Obligations Bonds $ 5,930,000
TIF Revenuse Bonds 515,000
Notes Payable 39,122
Capital Leases 31.701

$..6.515.823
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Additions Retirements

$ 43,030,000 $ 7,185,000
- 430,000

- 30,497
$_43.030.000 $_. 1645497
Additions Retirements
§.1,800.000 $ 419447
Additions Retirtements

$ 43,030,000 $ 7,185,000
- 430,000

1,800,000 419,417

- 30,497
$.44.830,000 $._.8064914

Balance
June 30, 2008

$177,515,000
62,760,000
210,091

$240,485.091

Balance

$1762774

Balance
June 30, 2008

$177,515,000
62,760,000
1,762,774
210,081
$242.247.865
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Accrued Compensated Absences

The County considers accrued compensated absences to be long term liabiiities.

Governmentat Activities Changes in Lona-Tem Obligations

Balance Balance
June 30, 2007 Additions Retirementis June 30, 2008

$ 2,560,606 $_.3.060.788 $.-2.867.154 $_.2.763.240

Accrued Compensated Absences

Business-Type Activities Changes in Long-Term Obligations

Balance Balance
_dune 30, 2007 Additions Retirementis June 30, 2008
Accrued Compensated Absences $. 62289 $.—100,906 ¥ 85784 S 7411

Note: The business-type aclivitiesaccrued compensated absences balance at June 30, 2007 was included inaccrued payroll

interfund Transfers
The following interfund transfers were made during the year ended June 30, 2008. These transfers were permanent in nature and

as such there are not any anticipated repayments.

Recipient Fund Transferring Fund Amount

General Fund Nonmajor Special Revenue Funds $ 451,087
Generai Fund Proprietaty Funds 1,800,000
Nonmajor Special Revenue Funds General Fund 2,241,888
Nonmajor Debt Service Funds Nonmajor Special Revenue Funds 8,632,486
Nonmajor Debt Service Funds Nonmajor Capital Projects Funds 461,925
4,191,625

Nonmajor Capital Projects Funds Nonmajor Capital Projects Funds

Nonmajor Capital Projects Funds Proprietary Funds 63,867

$_..18.863.867
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Segment Information for Businesstype Activities

The County maintains four Enterprise Funds which provide garage (vehicle repair), stormwater utility and airport services.

Segment information is as follows:

Consglidated Statement of Net Assets:

Assets:
Current Assets
Capital Assets, Net
Total Assets

Liabilities:

Current Liabilities

Accrued Compensated

Absences
Net Other Postemplioyment
Benefits Obligation
Advances Payable to
General Fund
Total Liabilities
Net Assets:

Invested in Capital Assets,
Net of Related Debt
Unrestricted (Deficit)

Total Net Assets
Total Liabilities and
Net Assets

BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIA. STATEMENTS
For the Year Ended June 30, 2008
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Stormwater Lady’s Island Hilion Head
__Garage =~ ___Utlity Aimort Airport Jofals
523,004 $ 1870977 $ (112,041) $ 719,228 $ 3,001,168
231,178 1,432,554 3,399,380 18,271,524 23,334,636
$._ 754182 $._32303531 $.3287.3309 $._ 18000752  $26.335.804
567,940 $ 87,577 $ 191,385 $ 1,757,867 $ 2,604,779
145 44,457 1,759 31,050 77,411
2,797 85,104 2,797 39,160 139,858
- - - 1,723,652 1,723,652
570,882 227,138 195,851 3,581,729 4,545,700
231,178 1,432,554 3,399,380 16,508,750 21,571,862
(47,878} 1,643,839 {307,992) {1,069.727) 218,242
183,300 3,076,393 3.091.388 15439023 21,790,104
$.—784,182  $..3.303531  $.3.287.330 §_18990752  $26.335804
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Seqment Information for Businesstype Activities— Coptinued:

Consolidated Statement of Revenues, Expenses, and Nef Asseis:

Operating Revenues
Cost of Sales and Services
Operating Expenses before
Depreciation
Depreciation
Qperating income (Loss)
Nonoperating Revenues/
{Expenses):
FAA Grants
SCAC Grants
Nonoperating Grant
Expenditures
Transfers Qut
Gain (Loss) on
Sale of Equipment
interest Earned
interest Expense

Total Nonoperating Revenues/

(Expenses)
Change in Net Assets
Net Assets, Beginning
Net Assels, Ending

Consolidated Statement of Cash Flows:

Net Cash Provided (Used) By:

Operating Activities
Noncapital Financing
Activities
Capital and Related
Financing Activities
Investing Activities
Net Increase / (Decrease)
Beginning Cash and
Cash Equivalents
Ending Cash and
Cash Equivalents

Stormwater Lady's island Hilton Head
Garage Utilty Airport Airport Totals
$ 4,813,862 $ 3,233,186 $ 729620 $ 1,752,936 $10,629,614
2,893,750 438,114 - 3,331,864
1,857,851 2,602,856 289,899 1,571,043 6,321,749
26574 293.349 53,412 633,282 1,006,617
$....135587  $__336991  §__ (51805 §__.(451389) §__(30616)
- - 90,703 864,230 954,833
- - 31,804 18,607 49,691
- - (64,224) (376,873) {441,097)
- - (63,867) (1,800,000} (1,863,867)
270 - - - 270
- 19,681 - 67,079 86,760
- - - {84,181) {84.181)
270 19.681 {6.304) {1,321,138) {1.307.491)
135,857 356,672 (58,109) (1,772,527) (1,338,107)
47,443 2,719,721 3,149,497 17,211,550 23128211
$...183300 $_3076393 $.3.001388  $_15439003  $20.700104
Stormwater Lady’s Isiand Hilton Head
Garage Utility Alrport Airport _Totals
124,015 305,131 (57,563) 67,547 439,130
- - 57,563 (7,635) 49,928
{121,846} (109,556) - (126,991) (358,393}
- 19,681 - 67.079 86,760
2,169 215,256 - - 217,425
- 1,175,507 372 200 1,176,079
$.-2186  §__1390763 § 32 % 200 91393504
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erating Leases

‘The County leases certain office space and machinery and equipment under cancelable operating leases. Under the tenms of the lease
agreements, the County's obligation to continue rental obligations s contingent upon the continued appropriation of funds by the County
for that purpose. Total rental expenses for the year ended June 30, 2008 were approximately $625,000.

The following is a schedule of minimum commitments for operating lease payments:

Fiscal Year

Ending Amount
2009 $ 417,496
2010 165,902
2011 133,856
2012 44,296
2013 8,774
2014-2026 138
Total $ 710462

Deferred Compensation Plans

All state and local government employees can participate in a deferred compensation plan created in accordance with Intemal Revenue
Code 457. The plan, administered by the state public employee retirement systemthrough a state approved nongovemmental third party,
permits governmental employees to defer a portion of their salary until future years. The deferred compensation is not available to an
employee until termination, retirement, death, or unforeseeable emergency. Contributions by employees under the 457 program totaled
$245,814 for the year ended June 30, 2008. There are no employer contributions made by the County to this plan. Participant account

balances are not included in these financiai statements.

County employees may participate in a 401(k} deferred compensation plan available to state and local governmental employees through
the state public employee retirement system. The 401(k) program is administered by a state approved nongovernmental third party.
Contributions by employees under the 401(k) program totaled $864,928 for the year ended June 30, 2008. There are no employer
contributions made by the County to this plan. Partigrant account balances are not included in these financial statements.

Retirement Plans

The Governmental Accounting Standards Board (GASB) issued Statement No. 27 entitied Accounting for Pensions by State and Local
Govemnment Employees in November 1994. This Statement supersedes the requirements of GASB Statement No. 5. The following
information is provided in order to meet the disclosure requirements prescribed in paragraph 20 of GASB 27.

Substantially all full time, permanent County employees are required by law (Title 8 of the S. C. Code of Laws) to participate in statewide,
cost sharing multipie-employer defined benefit pension plans administered by the State Retirement System. Generally all employees, with
the exception of law enforcement personne! and certain others, participate in the South Carolina Retirement System (SCRS). Law
enforcement personnel and certain other employees participate in the South Carolina Police Officers Retirement System (PORS).

Both the South Carolina Retirement System and Police Officers Retirement System offer retirement and disability benefits, cost of living
adjustments on an ad-hoc basis, life insurance benefits, and survivor benefits. The Plans’ provisions are established under Title 8 of the

SC Code of Laws.

~860-



1.

BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIA STATEMENTS
For the Year Ended June 30, 2008

Retirement Plans ~ Contlnued:

A Comprehensive Annual Financial Report containing financial statements and required supplementary information for the South Carolina
Retirement System and Police Officers Retirement System is issued and publicly available by writing the South Carolina Retirement

System, P.O. Box 11960, Columbia, SC 29211-1960.

Actuarially established employer contribution rates are as follows:

Retirernent Program
Group
Unfunded Accidental Life
Accrued Death Insurance

Normal Liability Program Program Total

SCRS 5.00% 4.06% N/A 15% 9.21%
PORS 8.43% 1.87% .20% .20% 10.70%

Contribution rates are developed by the SCRS and PORS using the entry age normal cost methed. The normal contribution rate o cover
current cost has been determined as a level percentage of payroll. A market related value of plan assets is used for actuarial valuation
purposes. Gains and lusses are reflected in the unfunded accrued iabilities that are being amortized by regular annual contributions as a
level percent of payroll within a 30-year period, assuming 4.25% annual payroll growth for SCRS and PORS.

Alt employers confribute at the actuarially required contribution rates.

Contribution inforration: SCRS ____PORS
Covered Payroll $ 32,207,198 $ 15,038,476
Employee Contributions 2,062,311 977,500
Employee Contribution Rate (Based upon Salary) 6.50% 6.50%

9.06% 10.30%

Employer Contribution Rate; Includes Group
Life Coverage in both SCRS and PORS and
Accidental Death Coverage in PORS (Based upon Salary)

The County’s employer contribution to the SCRS for the years ended June 30, 2008, 2007 and 2006 were $2,866,289, $2,308,121, and
$1,994,176 respectively, which are equal to the required contributions.

The County's employer contribution to the PORS for the years ended June 30, 2008, 2007 and 2006 were $1,609,117, $1,458,815, and
$1,339,817 respectively, which are equal to the required contributions.

Vesting Requirements:

With five years of service, an employee is entitled to a deferred annuity commencing at age 60 under the SCRS and at age 55 under the

PORS.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Retirernent Plans - Continued:
Retirement Benefits:

Retirement benefits of participants in the SCRS and the PORS are currently determined as follows:

SCRS - The maximum monthly retirement allowance at age 65 or 30 years’ service is generally determined by the following formuia:

«  Total 12 highest consecutive quarters of salary (divide by 3).

e Muitiply the amount by 1.82%.
s Multiply the results by the total months of creditable service.

»  Divide results by 12.
PORS - The retirement benefit at age 55 or 25 years' setvice is generally determined consistent with the aforementioned SCRS
formula, except that the average salary is multiplied by 2.14% for Class It members.

Early Reti t- SCRS

Age Service required Eady Retirement Penalty
at least 60 None 5% for each year of age under 65

55 25 4% for each year of servie under 30

Full formula retirerent is available with 30 years of service, regardless of age, or age 65.

There are no early refirement provisions under PORS. A member must have 25 years service for full retirernent or must be age 55 with 6

years service; both criteria provide for full formula benefit with no reduction.

Employees eligible for service retirement may participate in the Teacher and Retiree Incentive Program (TER!). TERI participants may
retire and begin accumulating retirement benefits on a deferred basis without terminating employment for up o five years. Upon
termination of employment or at the end of the TERI period, whichever is earfier, participants will begin receiving monthly service
retirement benefits which will include any cost of living adjustments granted during the TERI period. Because participants are considered
retired during the TERI period, they do not make SCRS contributions, do not earn service credit, and are insligible to receive group life
insurance benefits or disability retirement benefits. Effective Juiy 1, 2006, TERI participants who entered the program before July 1, 2005
do not have to contribute SCRS as long as they are covered under the TERI program.

Disability Retirement
in order to receive Disability Retiement benefits, an smployee must have & years of credited service unless the injuty is job related.

Recipients receive a service retirement benefit based upon continued service to age 65 for SCRS and to age 55 for PORS with no change

in compensation.

Acdidental Death Proaram

Under this provision of the PORS, an annuity is provided to the surviving spouse (or the specified beneficiary) of a member whose death
was while in performance of duty. The annuity would equal 50% ofmembers’ compensation at the time of death.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Retirement Plans - Confinued:

Group Life Insura fits

A lump-sum payment equal to one year' s salary is payable to the beneficiary upon the death of an active member with atleast one year of
service. There is no service requirement for death resulting from actual performance of duties. Lump-sum payments of up to $3,000
(SCRS) or $4,000 (PORS) are payable to a retiree’s beneficiary based upon years of service at retirsment.

Withdrawal of Emploves Contribution

Accumulated contributions and credited interest payable are paid within 6 months but not less than 90 days after termination of all covered

employment.

Post Retirement Increase

Annual incresises in retirement benefits are calculated at 4% per year, provided the Consumer Price Index (CP) for the prior calendar year
was 3% or higher. Ifthe CPlis less than 3%, CPlis granted. Increases are approved annuaily subject to compliance with funding policy.

Statewide Plan Actuarial Information

The South Carolina Retirement Systems do not determine separate measurements of assets and pension benefit obligations for individual
employers. An actuarial valuation is performed for the systemsannually. No changes in actuarial assumptions or benefit provisions have
occurred subsequent to July 1, 1995. The interest rate assumption for actuarial purposes is 7.25%. An assumption of future COLA
adjustments was removed (SCRS and PORS) and the method of valuing assets was changed from book value to a smoothed market

value.

The Systerns use a projected benefit method for actuarial valuation with level percentage entry age, normal costand open-end unfunded
accrued liability. At July 1, 2008, based upon the actuarial method used for funding purposes:

SCRS PORS
Unfunded Accrued Liability $ 9,725,073,000 $ 530,440,000
Liquidation Period , 30 years 18 years

Qther Post Employment Benefits{OPEB)

Plan Description

The County provides post-retirement health, life and dental care benefits, as per the requirements of a local ordinance, for certain retirees.
Substantially alf employees who retire under the State retirements plans are eligible to continue their coverage with the County paying
100% of the premium for those with 28 or more years of service, 75% of the premium for those with 20 years to 27 years of service and
50% of the premium for those with 15 yearsto 20 years of service. On June 9, 2008, the County closed these benefits to all employees
hired after June 9, 2008. As of year-end there were 60 employees who had retired with the County and were receiving health insurance

benefits.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Other Post Employment Benefits (OPER) ~ Continued:

Funding Policy

The contribution requirements of plan members and the County are established and may be amended by the County. The required
contribution is cutrently based on pay-as-you-go financing requitements. For the year ended June 30, 2008, the County recognized

expenditures of $8,694,422 for current healthcare premiums.

Annual OPEB Cost and Net OPER Obligation

The County’s annual OPEB cost is calculated based on the annual required contribution of the employer (ARC), an amount actuarily
determined in accordance with the parameters of GASB Statement45. The ARC represents a level of funding that, if paid on an ongoing
basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or funding excess)over a period not to
exceed 30 years. The following table shows the components of the County’s annual OPEB cost for the year, the amount actually

contributed to the plan, and changes in the County's net OPEB:

Annual Required Contribution $ 3,381,788
interest on Net OPEB Obligation -
Adjustment to Annual Required Contribution — -
Annual OPEB Cost 3,381,788
Contributions Made -
Increase in Net OPEB Obligation 3,381,788
Net Obligation — Beginning of Year _— s
Net Obligation — End of Year $._..3.381788

The County's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB obligation for the 2008

fiscal year were as follows:

Percentage
Fiscal of Annual
Year Annual OPEB Cost Net OPEB
Ending OPEB Cost _Contributed Obligation
2008 § 3,381,788 100.0% $ 3,381,788

Funded Status and Funding Progress

As of May 6, 2008, the most recent actuarial valuation date, the plan was 0.0% funded. The actuarial acerued liability for benefits was
$34.2 million, resulting in an unfunded actuarial accrued liability (UAAL) of $34.2 million. The covered payroll (annua! payroll of active
employees covered by the plan) was approximately $46,695,744, and the ratio of the UAAL to the coverd payroll was 73.2 percent.

Actuarial valuations of an ongoing plan involve estimiates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examplesinclude assumptions about future employment, mortality, and the healthcare costtrend.
Amounts deterrnined regarding the funding status of the plan and annual required contributions of the employer are subject to continual
revision as actual resuits are compared with past expectations and new estimates are made about the future. The schedule of funding
progress, presented as required supplementary information following the notes o the financial statements, presents multi-year trend
information about whether actuarial value of plan assetls is increasing or decreasing over time relative fo the actuarial accrued liabilities for

benefits.

-64-



12.

13.

14.

BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Other Post Employment Benefits (OPEB) — Continued:

Funded Status and Funding Progress

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood by the employer and the
plan members) and include the types of benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and plan members fo that point. The actuarial methods and assumptions used include technigues that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the

iong-term perspective of the calculations.

in the May 6, 2008 actuarial vaiuation, the projected unit credit method was used. The actuarial assumptions included a 4.00% investment
rate of retumn (net of administrative expenses), which is the blended rate of the expected long-term investmentreturns on plan assets on
the County's own investments calcuiated based on the funded leve! of the pian at the valuation date, and an annual healthcare cost frend
rate of 9.00% in 2008 decreasing to the ultimate rate of 5.00% in 2014. Also, the actuarial assumptions included a 3.75% annual salary
rate increase and 3.75% for an annual inflation rate. The UAAL is being amortized via the level percentage method, which amortizes the
UAAL as a constant percent of payroll The remaining amottization period at June 30, 2008was 29 years.

Accrued Compensated Absences and Other Benefits

Effective February 15, 1983, Beaufort County adopted a new leave policy for all employees. The TOWP/SCA policy was replaced witha
policy granting Personal Leave Days and Personal Disability Leave. Under the new policy, employees were entitled to a maximum
Personal Leave balance of 280 hours. Upon termination, employees will be paid for all unused, unpaid Personal Leave up to this
maximum. The liabifity recorded at June 30, 2008, to cover unused, unpaid Personal Leave including fringe benefits totaled $2,763,940.

The entire § 2,763,940 is considered a long-term liability.

All leave hours accrued in excess of this Personal Leave maximumwere acerued to the employee's Personal Disability leave account. A
maximum of 360 hours may be maintained in an employee's Personal Disability leave account. The only accruatto this balance occurs
when an employee's Personal Leave account exceeds 280 hours, at which time excess hours are "rolled over” to the Personal Disability
leave account. Personal Disability leave is to be used in the case of an extended or life threatening filness. This account can only be used
once ail accrued hours in the Personal Leave account have been used to a balance of 80 hours or less. The employee mustpresenta
doctor's statementverifying the disability or iliness in order to utifize histher Personal Disability leave. Employees with remaining SCA
{eave balances may retain those balances. The same rules goveming the use of Personal Disability ileave apply fo the use of SCA leave.
Upon termination of employment with Beaufort County, no payment for any unused SCA or Personal Disability leave will be made.

The County dogs not provide post employment health care benefits except those mandated by the Consolidated Omnibus Budget
Reconciliation Act (COBRA). The requirements esfablished by COBRA are fully funded by employees who elect coverage under the Act,

and no direct costs are incumred by the County.

Commitments and Contingencies

On November 22, 1991, the County entered into a 20 year lease agreement with the General Services Administration of the U. S.
Government (GSA) for the use of the former Beaufort County Courthouse building by GSA as a Federal Courthouse. Under this
agreement, the County renovated the building in accordance with GSA specifications at an approximate cost of $1,933,744. Financing
has been arranged for the funding of these costs and the County has assigned all rights and interest in the lease payments from GSA to
the lender. The terms and required payments on the lease are the same as the terms and required payments on the loan. After the
payment of the loan and the end of the lease term, the asset will remain as property of the County.
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BEAUFQRT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Commitments and Gontingencies— Continued:

Arbitrage rules - State and local bonds issued after 1984 are subjectto arbitrage restrictions as enacted by the Federal Government. To
retain the bands' tax exempt status, local governments must comply with the regulations as adopted by the govemment expend all of the
bond proceeds within designated periods which could be up to three years. The County is in compliance with all arbitrage rules.

As of June 30, 2008, the County has cutstanding construction contracts of $26,847,774.

Risk Management and Litigation

The County is exposed to various risks of iosses related to torts; thefis of; damage to and destruction of assets; errors and omissions;
injuries to employees; and natural disaster. The County manages risk through empioyee educationaf and prevention programs and
through the purchase of casualty and liabllity insurance. Allrisk management activities are accounted for in the General Fund.

Expenditures and claims are recognized when it is probabie that a loss has occurred and the amount of the loss can be reasonability
estimated. In determining claims, events that might create claims, but for which none have been reported are considered.

‘The County is a parly to several lawsuits which seek to recover property taxes paid under protest and to overturn property sold at “tax
sales.” The County’s attorney estimates that the amount of actual or potential claims against the County at June 30, 2008 will not
materially affect the financial conditions of the County. Therefore, the General Fund contains no provision for estimated claims.

Fund Equity Deficits and Subsequent Events

At June 30, 2008, the 2006B bond projects fund had a deficit balance of $3,877,798 and the accommodations tax program fund had a
deficit batance of $85,430. However, these individual accounts are offset by a positive fund balance in the general fund.

After June 30, 2008, the County entered into several operating leases. The lease payments are reflected in the schedule of minimum

commitments for operating lease payments in Note 8.

During November 2008 through January 2009, the County repurchased $1,670,000 of its Biuffton TIF bonds on the open market for less
than par. It is noted that the debt will not be defeased until 2009, when these bonds are canceiled.

v
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(Date of Delivery)

Beaufort County Council
Beaufort, South Carolina

BEAUFORT COUNTY, SOUTH CAROLINA
GENERAL OBLIGATION BOND ANTICIPATION NOTES, SERIES 2009
$48,755,000

We have served as bond counsel for Beaufort County, South Carolina (the “County”) in
connection with the issuance of $48,755,000 General Obligation Bond Anticipation Notes, Series 2009
dated March 10, 2009 (the “Notes”). In such capacity, we have examined such law and certified
proceedings, certifications, and other documents as we have deemed necessary to render this opinion.

Regarding questions of fact material to our opmion, we have relied on the certified proceedings
and other certifications of public officials and others furnished us without undertaking to verify the same
by independent mvestigation.

Based on the foregoing, we are of the opmion that, under existing law:

1. The Notes have been authorized and executed by the County and are valid and binding
general obligations of the County.

2. The County has power and 1s obligated to levy and collect annually a tax, without limit,
on all taxable property in the County sufficient to pay the principal of and interest on the Notes as they
respectively mature and to create such sinking fund as may be necessary therefor.

3. Interest on the Notes is excludable from gross income for federal income tax purposes
under existing laws, regulations, rulings and judicial decisions. The interest on the Bonds is not an item
of tax preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations nor 1S such interest taken into account mn determining adjusted current earnings for the
purpose of computing the alternative minimum tax imposed on certain corporations. The opinions set
forth in the preceding sentences are subject to the condition that the County comply with all requirements
of the Internal Revenue Code of 1986, as amended, that must be satisfied subsequent to the issuance of
the Notes in order that interest thereon be, or continue to be, excludable from gross income for federal
income tax purposes. The County has covenanted to comply with the requirements. Failure to comply
with certain of such requirements may cause the interest on the Notes to be included in gross income for
federal income tax purposes retroactively to the date of issuance of the Notes.

4. Under the laws of the State of South Carolina, the Notes and the interest thereon are
presently exempt from all taxation in the State, except estate or other transfer taxes. It should be noted,
however, that Section 12-11-20, Code of Laws of South Carolina 1976, as amended, imposes upon every
bank engaged in business in the State a fee or franchise tax computed on the entire net income of such
bank which includes interest paid on the Notes.

The rights of the owners of the Notes and the enforceability of the Notes are limited to

bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights
generally, and by equitable principles, whether considered at law or in equity.
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We express no opmion regarding the accuracy, adequacy, or completeness of the Official
Statement relating to the Notes. Further, we express no opinion regarding tax consequences arising with
respect to the Notes other than as expressly set forth heremn.

This opinion is given as of the date hereof, and we assume no obligation to revise or supplement
this opinion to reflect any facts or circumstances that may hereafier come to our attention, or any changes
in law that may hereafter occur.

Very truly yours,

McNAIR LAW FIRM, P.A.
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FORM OF DISCLOSURE DISSEMINATION AGENT AGREEMENT

This Disclosure Dissemination Agent Agreement (the “Disclosure Agreement”), dated as of
March 10, 2009, is executed and delivered by Beaufort County, South Carolina (the “Issuer”) and Digital
Assurance Certification, L.L.C., as exclusive Disclosure Dissermnation Agent (the “Disclosure
Dissemination Agent” or “DAC”) for the benefit of the Holders (heremafter defined) of the Bonds
(hereinafter defined) and in order to provide certain continuming disclosure with respect to the Bonds m
accordance with Rule 15¢2-12 of the United States Securities and Exchange Commission under the
Secunities Exchange Act of 1934, as the same may be amended from time to time (the “Rule”).

SECTION 1. Definitions. Capitalized terms not otherwise defined in this Disclosure Agreement shall
have the meaning assigned in the Rule or, to the extent not in conflict with the Rule, in the Official
Statement (hereinafter defined). The capitalized terms shall have the following meanings:

“Annual Report” means an Annual Report described mn and consistent with Section 3 of this
Disclosure Agreement.

“Annual Filing Date” means the date, set mn Sections 2(a) and 2(f), by which the Annual Report 1s
to be filed with the Repositories.

“Annual Financial Information” means annual financial mformation as such term 1s used in
paragraph (b)(5)(i) of the Rule and specified in Section 3(a) of this Disclosure Agreement.

“Audited Financial Statements” means the financial statements (if any) of the Issuer for the prior
fiscal year, certified by an independent auditor as prepared in accordance with generally accepted
accounting principles or otherwise, as such term is used m paragraph (b)(5)(i) of the Rule and
spectfied in Section 3(b) of this Disclosure Agreement.

“Bonds” means the bonds as listed on the attached Exhibit A, with the 9-digit CUSIP numbers
relating thereto.

“Certification” means a written certification of compliance signed by the Disclosure
Representative stating that the Annual Report, Audited Financial Statements, Voluntary Report or
Notice Event notice delivered to the Disclosure Dissemination Agent 1s the Annual Report,
Audited Financial Statements, Voluntary Report or Notice Event notice required to be submitted
to the Repositories under this Disclosure Agreement. A Certification shall accompany each such
document submitted to the Disclosure Dissemination Agent by the Issuer and mnclude the full
name of the Bonds and the 9-digit CUSIP numbers for all Bonds to which the document applies.

“Disclosure Representative” means the Chief Financial Officer, the senior member of the Issuer
or his or her designee, or such other person as the Issuer shall designate in writing to the
Disclosure Dissemination Agent from time to time as the person responsible for providing
Information to the Disclosure Dissemination Agent.

“Disclosure Dissemination Agent” means Digital Assurance Certification, L.L.C, actmg 1 its
capacity as Disclosure Dissemination Agent hereunder, or any successor Disclosure

Dissemination Agent designated i writing by the Issuer pursuant to Section 9 hereof.

“Holder” means any person (a) having the power, directly or indirectly, to vote or consent with
respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through
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nominees, depositories or other mtermediaries) or (b) treated as the owner of any Bonds for
federal income tax purposes.

“Information” means the Annual Financial Information, the Audited Financial Statements (if any)
the Notice Event notices, and the Voluntary Reports.

“Notice Event” means an event listed 1n Sections 4(a) of this Disclosure Agreement.

“MSRB” means the Municipal Securities Rulemaking Board established pursuant to Section
15B(b)(1) of the Securities Exchange Act of 1934,

“National Repository” means any Nationally Recogmzed Municipal Securities Information
Reposttory for purposes of the Rule. The list of National Repositories maintained by the United
States Securities and Exchange Commission shall be conclusive for purposes of deternmming
National Repositories. Currently, the following are National Repositories:

1. DPC Data Inc.
One Executive Drive
Fort Lee, New Jersey 07024
(201) 346-0701 (phone)
(201) 947-0107 (fax)
http://www.dpcdata.com
Email: nrmsir@dpcdata.com

2. Interactive Data Pricing and Reference Data, Inc.
Attn: NRMSIR
100 William Street, 15" Floor
New York, New York 10038
(212) 771-6999 (phone); 800-689-8466
(212) 771-7390 (fax)
http://www.interactivedate-prd.com
Email: NRMSIR@nteractivedate.com

3. Bloomberg Municipal Repository
100 Business Park
Skillman, NJ 08558
(609) 279-3225 (phone)
(609) 279-5962 (fax)
http://bloomberg.com/markets/rates/municontacts.htmli
Email: Munis@Bloomberg.com

4, Standard & Poor’s Securities Evaluations, Inc.
55 Water Street
45" Floor
New York, New York 10041
(212) 438-4595 (phone)
(212) 438-3975 (fax)
http://www.disclosuredirectory.standardandpoors.comy/
Email: nrmsir_repository(@sandp.com




“Official Statement” means that Official Statement prepared by the Issuer m connection with the
Bonds as listed on Appendix A.

“Repository” means the MSRB, each National Repository and the State Depository (if any).

“State Depository” means any public or private depository or entity designated by the State of
South Carolina as a state information depository (if any) for the purpose of the Rule. The list of
state information depositories mamtained by the United States Secunities and Exchange
Commussion shall be conclusive as to the existence of a State Depository. Currently, the
following depositories are listed by the Securities and Exchange Commission as available State
Depositories:

1. Municipal Advisory Council of Michigan
1445 First National Building
Detroit, Michigan 48226-3517
(313) 963-0420 (phone)
(313) 963-0943 (fax)
jackie@macmt.com

2. Municipal Advisory Council of Texas
PO Box 2177
Austin, TX 78768-2177
(512) 476-6947 (phone)
(512) 476-6403 (fax)
mac{@mactexas.com

3. Ohio Municipal Advisory Council
9321 Ravenna Road, Unit K
Twinsburg, OH 44087-2445
(330) 963-7444 (phone)

(800) 969-OMAC (6622) (phone)
(330) 963-7553 (fax)
sid_filing@ohiomac.com

“Trustee” means the nstitution 1dentified as such in the document under which the Bonds were
issued. '

“Voluntary Report” means the information provided to the Disclosure Dissemination Agent by
the Issuer pursuant to Section 7.

SECTION 2.  Provision of Annual Reports.

(a) The Issuer shall provide, annually, an electronic copy of the Annual Report and
Certification to the Disclosure Dissemination Agent, together with a copy for the Trustee, not later than
30 days prior to the Annual Filing Date. Promptly upon receipt of an electronic copy of the Annual
Report and the Certification, the Disclosure Dissemination Agent shall provide an Annual Report to each
National Repository and the State Depository (if any) not later than 210 days after the end of each fiscal
year of the Issuer, commencing with the fiscal year ending June 30, 2009. Such date and each
anmversary thereof 1s the Annual Filing Date. The Annual Report may be submutted as 2 single document
or as separate documents comprising a package, and may cross-reference other information as provided in
Section 3 of this Disclosure Agreement.
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(b) If on the fifteenth (15th) day prior to the Annual Filing Date, the Disclosure
Dissemination Agent has not received a copy of the Annual Report and Certification, the Disclosure
Dissemination Agent shall contact the Disclosure Representative by telephone and in writing (which may
be by e-mail) to remind the Issuer of its undertaking to provide the Annual Report pursuant to Section
2(a). Upon such reminder, the Disclosure Representative shall either (i) provide the Disclosure
Dissemination Agent with an electronic copy of the Annual Report and the Certification) no later than
two (2) business days prior to the Annual Filing Date, or (i1) mstruct the Disclosure Dissermnation Agent
in writing that the Issuer will not be able to file the Annual Report within the time required under this
Disclosure Agreement, state the date by which the Annual Report for such year will be provided and
instruct the Disclosure Dissemination Agent that a Notice Event as described m Section 4(a)(12) has
occurred and to immediately send a notice to each National Repository or the MSRB and the State
Depository (if any) in substantially the form attached as Exhibit B.

(c) If the Disclosure Dissemination Agent has not received an Annual Report and
Certification by 12:00 noon on the first business day followng the Annual Filing Date for the Annual
Report, a Notice Event described m Section 4(a)(12) shall have occurred and the Issuer urevocably
directs the Disclosure Dissemination Agent to immediately send a notice to each National Repository or
the MSRB and the State Depository (if any) in substantially the form attached as Exhibit B.

(d) If Audited Financial Statements of the Issuer are prepared but not available prior to the
Annual Filing Date, the Issuer shall, when the Audited Financial Statements are available, provide in a
timely manner an electronic copy to the Disclosure Dissemination Agent, accompanied by a Certificate,
together with a copy for the Trustee, for filing with each National Repository and the State Depository (if

any).

(e) The Disclosure Dissemination Agent shall:
(1) determine the name and address of each Repository each year prior to the Annual
Filing Date;
(11) upon receipt, promptly file each Annual Report received under Section 2(a) with

each National Repository, and the State Depository, (if any);

(ii1)  upon receipt, promptly file each Audited Financial Statement received under
Section 2(d) with each National Repository, and the State Depository (if any);

(1) upon receipt, promptly file the text of each disclosure to be made with each
National Repository or the MSRB and the State Depository (if any) together with
a completed copy of the MSRB Material Event Notice Cover Sheet in the form
attached as Exhibit C, describing the event by checking the box indicated below
when filing pursuant to the Section of this Disclosure Agreement indicated:

1. “Principal and interest payment delinquencies,” pursuant to Sections 4(c)
and 4(a)(1);

2. “Non-Payment related defaults,” pursuant to Sections 4(c) and 4(a)(2);

3. “Unscheduled draws on debt service reserves reflecting financial

difficulties,” pursuant to Sections 4(c) and 4(a)(3);

4. “Unscheduled draws on credit enhancements reflecting financial
difficulties,” pursuant to Sections 4(c) and 4(a)(4);



5. “Substitution of credit or liquidity providers, or their failure to perform,”
pursuant to Sections 4(c} and 4(a)(5);

6. “Adverse tax opinions or events affecting the tax-exempt status of the
security,” pursuant to Sections 4(c) and 4(a)(6);

7. “Modifications to rights of securities holders,” pursuant to Sections 4(c)
and 4(a)(7);

8. “Bond calls,” pursuant to Sections 4(c) and 4(a)(8);

9. “Defeasances,” pursuant to Sections 4(c) and 4(a)(9);

10. “Release, substitution, or sale of property securing repayment of the

securities,” pursuant to Sections 4(c) and 4(a)(10);
11. “Ratings changes,” pursuant to Sections 4(c) and 4(a)(11);

12. “Failure to provade annual financial information as required,” pursuant to
Section 2(b)(ii) or Section 2(c), together with a completed copy of
Exhibit B to this Disclosure Agreement;

13. “Other material event notice (specify),” pursuant to Section 7 of this
Agreement, together with the summary description provided by the
Disclosure Representative.

W) provide the Issuer evidence of the filings of each of the above when made, which
shall be by means of the DAC system, for so long as DAC is the Disclosure
Dissemination Agent under this Disclosure Agreement.

H The Issuer may adjust the Annual Filing Date upon change of its fiscal year by providing
written notice of such change and the new Annual Filing Date to the Disclosure Dissemination Agent,
Trustee (if any) and the Repositories, provided that the period between the existing Annual Filing Date
and new Annual Filing Date shall not exceed one year.

SECTION 3.  Content of Annual Reports.

(a) Each Annual Report shall contain Annual Financial Information with respect to the Issuer,
including the information provided in the Official Statement under the headings: “Security,” “Outstanding
Indebtedness,” “Assessed Value of Taxable Property in the County,” “Estimated True Value of All
Taxable Property in the County,” “Tax Rates,” “Tax Collections for Last Five Years,” and “Ten Largest
Taxpayers.”

(b) Audited Financial Statements prepared in accordance with GAAP as described n the Official
Statement will be included in the Annual Report.

Any or all of the items listed above may be included by specific reference from other documents,
including official statements of debt issues with respect to which the Issuer 1s an “obligated person” (as
defined by the Rule), which have been previously filed with each of the National Repositories or the
Securnities and Exchange Commussion. If the document mcorporated by reference is a final official
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statement, 1t must be available from the MSRB. The Issuer will clearly identify each such document so
incorporated by reference.

SECTION 4. Reporting of Notice Events.

(a) The occurrence of any of the following events, if material, with respect to the Bonds
constitutes a Notice Event:

1. Principal and nterest payment delinquencies;

2. Non-payment related defaults;

3. Unscheduled draws on debt service reserves reflecting financial difficulties;

4, Unscheduled draws on credit enhancements relating to the Bonds reflecting financial
difficulties;

5. Substitution of credit or liquidity providers, or their failure to perform;

6. Adverse tax opmnions or events affecting the tax-exempt status of the Bonds;

7. Modifications to nights of Bond holders;

8. Bond calls;

9, Defeasances;

10. Release, substitution, or sale of property securing repayment of the Bonds;
11. Rating changes on the Bonds;

12. Failure to provide annual financial information as required; and

13. Other material event notice (specify)

The Issuer shall promptly notify the Disclosure Dissemination Agent 1n writing upon the occurrence of a
Notice Event. Such notice shall instruct the Disclosure Dissemination Agent to report the occurrence
pursuant to subsection (c). Such notice shall be accompanied with the text of the disclosure that the Issuer
desires to make, the written authorization of the Issuer for the Disclosure Dissemination Agent to
dissemmate such information, and the date the Issuer desires for the Disclosure Dissemination Agent to
disseminate the information.

(b) The Disclosure Dissemination Agent is under no obligation to notify the Issuer or the
Disclosure Representative of an event that may constitute a Notice Event. In the event the Disclosure
Dissemination Agent so notifies the Disclosure Representative, the Disclosure Representative will within
five business days of receipt of such notice, instruct the Disclosure Disserination Agent that (i) a Notice
Event has not occurred and no filing is to be made or (ii) a Notice Event has occurred and the Disclosure
Dissemination Agent is to report the occurrence pursuant to subsection (c), together with the text of the
disclosure that the Issuer desires to make, the written authorization of the Issuer for the Disclosure
Dissemination Agent to disseminate such information, and the date the Issuer desires for the Disclosure
Dissemination Agent to disseminate the information.
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{c) If the Disclosure Dissemination Agent has been mstructed by the Issuer as prescribed in
subsection (a) or (b)(11) of this Section 4 to report the occurrence of a Notice Event, the Disclosure
Dissemination Agent shall promptly file a notice of such occurrence with the State Depository (if any)
and (1) each National Repository, or (it) the MSRB.

SECTION 5. CUSIP Numbers.  Whenever providing information to the Disclosure
Dissemnation Agent, including but not imited to Annual Reports, documents incorporated by reference
to the Annual Reports, Audited Financial Statements, niotices of Notice Events, and Voluntary Reports
filed pursuant to Section 7(a), the Issuer shall indicate the full name of the Bonds and the 9-digit CUSIP
numbers for the Bonds as to which the provided information relates.

SECTION 6.  Additional Disclosure Obligations. The Issuer acknowledges and understands
that other state and federal laws, including but not irmited to the Securities Act of 1933 and Rule 10b-5
promulgated under the Securities Exchange Act of 1934, may apply to the Issuer, and that the failure of
the Disclosure Dissemination Agent to so advise the Issuer shall not constitute a breach by the Disclosure
Dissemination Agent of any of 1ts duties and responsibilities under this Disclosure Agreement. The
Issuer acknowledges and understands that the duties of the Disclosure Dissemination Agent relate
exclusively to execution of the mechanical tasks of disseminating information as described in this
Disclosure Agreement.

SECTION 7.  Voluntary Reports.

(a) The Issuer may mstruct the Disclosure Dissemination Agent to file mformation with the
Repositories, from time to time pursuant to a Certification of the Disclosure Representative
accompanying such information (a “Voluntary Report™).

(b) Nothing in this Disclosure Agreement shall be deemed to prevent the Issuer from
disserminating any other information through the Disclosure Dissemination Agent usimng the means of
dissemination set forth mn this Disclosure Agreement or including any other mformation in any Annual
Report, Annual Financial Statement, Voluntary Report or Notice Event notice, in addition to that required
by this Disclosure Agreement. If the Issuer chooses to include any information in any Annual Report,
Annual Financial Statement, Voluntary Report or Notice Event notice in addition to that which 1s
specifically required by this Disclosure Agreement, the Issuer shall have no obligation under this
Disclosure Agreement to update such mformation or include it in any future Annual Report, Annual
Financial Statement, Voluntary Report or Notice Event notice.

SECTION 8. Termination of Reporting Obligation. The obligations of the Issuer and the
Disclosure Dissemination Agent under this Disclosure Agreement shall terminate with respect to the
Bonds upon the legal defeasance, prior redemption or payment in full of all of the Bonds, when the Issuer
is no longer an obligated person with respect to the Bonds, or upon delivery by the Disclosure
Representative to the Disclosure Dissemination Agent of an opimon of nationally recognized bond
counsel to the effect that continuing disclosure 1s no longer required.

SECTION 9.  Disclosure Dissemination Agent. The Issuer has appointed Digital Assurance
Certification, L.L.C. as exclusive Disclosure Dissemination Agent under this Disclosure Agreement. The
Issuer may, upon thirty days written notice to the Disclosure Dissemination Agent and the Trustee,
replace or appoint a successor Disclosure Dissemination Agent. Upon termination of DAC’s services as
Disclosure Dissemmation Agent, whether by notice of the Issuer or DAC, the Issuer agrees to appoint a
successor Disclosure Dissemination Agent or, alternately, agrees to assume all responsibilities of
Disclosure Dissemination Agent under this Disclosure Agreement for the benefit of the Holders of the
Bonds. Notwithstanding any replacement or appointment of a successor, the Issuer shall remam liable
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until payment n full for any and all sums owed and payable to the Disclosure Dissemination Agent. The
Disclosure Dissemination Agent may resign at any time by providing thirty days’ prior written notice to
the Issuer.

SECTION 10. Remedies in Event of Default. In the event of a failure of the Issuer or the
Disclosure Dissernination Agent to comply with any provision of thus Disclosure Agreement, the Holders’
rights to enforce the provisions of this Agreement shall be limited solely to a right, by action in
mandamus or for specific performance, to compel performance of the parties’ obligation under this
Disclosure Agreement. Any failure by a party to perform in accordance with this Disclosure Agreement
shall not constitute a default on the Bonds or under any other document relating to the Bonds, and all
rights and remedies shall be limited to those expressly stated herein.

SECTION 11. Duties, Immunities and Liabilities of Disclosure Dissemination Agent.

(a) The Disclosure Dissemination Agent shall have only such duties as are specifically set forth in
this Disclosure Agreement. The Disclosure Dissermnation Agent’s obligation to deliver the information
at the times and with the contents described herein shall be imited to the extent the Issuer has provided
such information to the Disclosure Dissemination Agent as required by this Disclosure Agreement. The
Disclosure Dissemination Agent shall have no duty with respect to the content of any disclosures or
notice made pursuant to the terms hereof. The Disclosure Dissemination Agent shall have no duty or
obligation to review or verify any Information or any other information, disclosures or notices provided to
it by the Issuer and shall not be deemed to be acting in any fiduciary capacity for the Issuer, the Holders
of the Bonds or any other party. The Disclosure Dissemination Agent shall have no responsibility for the
Issuer’s failure to report to the Disclosure Dissemination Agent a Notice Event or a duty to determine the
materality thereof. The Disclosure Dissemination Agent shall have no duty to determine, or hability for
failing to determune, whether the Issuer has complied with this Disclosure Agreement. The Disclosure
Dissemination Agent may conclusively rely upon certifications of the Issuer at all times.

THE ISSUER AGREES TO INDEMNIFY AND SAVE THE DISCLOSURE DISSEMINATION
AGENT AND ITS RESPECTIVE OFFICERS, DIRECTORS, EMPLOYEES AND AGENTS,
HARMLESS AGAINST ANY LOSS, EXPENSE AND LIABILITIES WHICH THEY MAY INCUR
ARISING OUT OF OR IN THE EXERCISE OR PERFORMANCE OF THEIR POWERS AND
DUTIES HEREUNDER, INCLUDING THE COSTS AND EXPENSES (INCLUDING ATTORNEYS
FEES) OF DEFENDING AGAINST ANY CLAIM OF LIABILITY, BUT EXCLUDING LIABILITIES
DUE TO THE DISCLOSURE DISSEMINATION AGENT’S GROSS NEGLIGENCE OR WILLFUL
MISCONDUCT.

The obligations of the Issuer under this Section shall survive resignation or removal of the Disclosure
Dissemination Agent and defeasance, redemption or payment of the Bonds.

(b) The Disclosure Dissemination Agent may, from time to time, consult with legal counse!
(erther m-house or external) of 1ts own choosing mn the event of any disagreement or controversy, or
question or doubt as to the construction of any of the provisions hereof or 1its respective duties hereunder,
and neither of them shall incur any liability and shall be fully protected in acting in good faith upon the
advice of such legal counsel. The fees and expenses of such counsel shall be payable by the Issuer.

SECTION 12. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Issuer and the Disclosure Dissemination Agent may amend this Disclosure Agreement
and any provision of this Disclosure Agreement may be waived, if such amendment or waiver is
supported by an opimnion of counsel expert in federal securities laws acceptable to both the Issuer and the
Disclosure Dissemination Agent to the effect that such amendment or waiver does not materially impair
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the interests of Holders of the Bonds and would not, m and of itself, cause the undertakings herein to
violate the Rule if such amendment or waiver had been effective on the date hereof but taking into
account any subsequent change m or official interpretation of the Rule; provided neither the Issuer or the
Disclosure Dissernination Agent shall be obligated to agree to any amendment modifying their respective
duties or obligations without their consent thereto.

Notwithstanding the preceding paragraph, the Disclosure Dissernmation Agent shall have the
right to adopt amendments to this Disclosure Agreement necessary to comply with modifications to and
mterpretations of the provisions of the Rule as announced by the Securities and Exchange Commission
from time to time by giving not less than 20 days written notice of the intent to do so together with a copy
of the proposed amendment to the Issuer. No such amendment shall become effective if the Issuer shall,
within 10 days following the giving of such notice, send a notice to the Disclosure Dissemination Agent
m writing that it objects to such amendment.

SECTION 13. Beneficianies. This Disclosure Agreement shall mure solely to the benefit of the
Issuer, the Trustee of the Bonds, the Disclosure Dissemination Agent, the underwriter, and the Holders
from time to time of the Bonds, and shall create no rights in any other person or entity.

SECTION 14. Governing Law. This Disclosure Agreement shall be governed by the laws of the
State of New York (other than with respect to conflicts of laws).

SECTION 15. Counterparts.  This Disclosure Agreement may be executed in several

counterparts, each of which shall be an origmal and all of which shall constitute but one and the same
mstrument.
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The Disclosure Dissermnation Agent and the Issuer have caused this Continuing Disclosure
Agreement to be executed, on the date first written above, by their respective officers duly authorized.

DIGITAL ASSURANCE CERTIFICATION, L.L.C,,
as Disclosure Dissemination Agent

By:
Name:
Title:

BEAUFORT COUNTY, SOUTH CAROLINA,
as Issuer

By:
Name:
Title:
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EXHIBIT A
NAME AND CUSIP NUMBERS OF BONDS

Name of Issuer Beaufort County, South Carolhina

Obligated Person(s) David Starkey Chief Financial Officer

Name of Bond Issue: General Obligation Bond Anticipation Notes, Series 2009,
$48,755,000

Date of Issuance: March 10, 2009

Date of Official Statement February 24, 2009

CUSIP Number: 074347UA1
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EXHIBIT B
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer Beaufort County, South Carolina

Obligated Person(s) Dawid Starkey, Chief Financial Officer

Name of Bond Issue: General Obligation Bond Anticipation Notes, Series 2009,
$48,755,000

Date of Issuance: March 10, 2009

Date of Official Statement February 24, 2009

NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual Report with respect to the
above-named Bonds as required by the Disclosure Agreement, dated as of March 10, 2009, between the
Issuer and Dagital Assurance Certification, L.L.C., as Disclosure Dissemination Agent. The Issuer has
notified the Disclosure Dissemination Agent that 1t anticipates that the Annual Report will be filed by

Dated:

Digital Assurance Certification, L.L.C., as Disclosure Dissemination Agent, on behalf of the Issuer

cc: Issuer
Obligated Person
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EXHIBIT C
MATERIAL EVENT NOTICE COVER SHEET

This cover sheet and material event notice should be sent to the Municipal Securities Rulemaking Board
or to all Nationally Recognized Municipal Securities Information Repositories, and the State Information
Depository, if applicable, pursuant to Securities and Exchange Commission Rule 15¢2-12(b)(5)(1}(C) and

D).

Issuer’s and/or Other Obligated Person’s Name:

Issuer’s Six-Digit CUSIP Number:

or Nine-Digit CUSIP Number(s) of the bonds to which this material event notice relates:

Number of pages of attached material event notice:

Description of Material Events Notice (Check One):

e e

9.

10.
11.
12.
13.
14.

___ Principal and interest payment delinquencies

___Non-Payment related defaults

___Unscheduled draws on debt service reserves reflecting financial difficulties
____Unscheduled draws on credit enhancements reflecting financial difficulties
___Substitution of credit or liquidity providers, or therr failure to perform
___Adverse tax opinions or events affecting the tax-exempt status of the security
__Maodifications to rghts of securities holders

___Bondcalls

__Defeasances

__Release, substitution, or sale of property securing repayment of the securities
___Rating changes

___Failure to provide annual financial information as required

____Other material event notice (specify)

I hereby represent that I am authorized by the issuer or its agent to distribute this information publicly:

Signature:

Name:

Title:

Employer: Digital Assurance Certification, L.L.C.

Address:

City, State, Zip Code:

Voice Telephone Number:

C-13




STATE OF SOUTH CAROLINA ) CERTIFICATE OF CLERK TO COUNTY
) COUNCIL REGARDING INITIATIVE
COUNTY OF BEAUFORT ) AND REFERENDUM PROVISIONS

I, the undersigned, Clerk to County Council of Beaufort County, South Carolina (the “County”),
do hereby certify, that as of the date hereof a petition (authorized by the provisions of Section 4-9-1220,
Code of Laws of South Carolina 1976, as amended), signed by qualified electors of the County equal in
number to at least fifteen (15%) percent of the qualified electors of the County has not been filed with the
undersigned, as Clerk to County Council of the County, requesting that Ordinance No. 2008/34 (the
“Ordinance”) duly enacted by the County Council of the County on September 8, 2008, be repealed.

This certificate is given with respect to the issuance of $48,755,000 General Obligation Bond
Anticipation Notes, Series 2009, of the County (the “Notes”), and the above mentioned Ordinance
authorizing the issuance and sale of the Notes.

I %a LAt m_,, 'Dz_,n.) ES
Clerk to County Council of Beaufort County,
South Carolina

(SEAL)

Dated: March 10, 2009
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FEDERAL TAX CERTIFICATE

I, the undersigned Administrator of Beaufort County, South Carolina (the “County”), hereby
certify that this Certificate is issued pursuant to Sections 1.141-0 through 1.141-16, Sections 1.148.0 through
1.148-11 and Sections 1.150-1 through 1.150-2 of the Treasury Regulations (the “Regulations™) under
Sections 103 and 141 through 150 of the Internal Revenue Code of 1986, as amended (the “Code”) to set
forth the County’s reasonable expectations on the date of issue of the Notes (as hereinafter defined) and as to
future events regarding the amount and use of the proceeds thereof.

The Notes

1. I am an officer of the County charged with the responsibility with other officials of
the County for issuing the $48,755,000 General Obligation Bond Anticipation Notes, Series 2009, of the
County, dated March 10, 2009 (the “Notes”), which are being issued under Ordinance No. 2008/34 enacted
by the County Council on September 8, 2008, and which are being taken up and paid for by the initial
purchasers thereof on March 10, 2009. This certificate shall constitute and be a document related to the
Notes.

2. The Notes are issued only in fully registered form as to both principal and
interest on the registry books of the County to be kept by Wells Fargo Bank, N.A., Atlanta, Georgia.

3. The proceeds of the Notes will be used: (a) to defray the costs of: the County Rural
and Critical Land Preservation Program by purchasing open land, development rights and conservation
easements in all areas of Beaufort County and to pay the costs of certain capital projects approved by the
County (the “Projects”); and (b) to pay the costs of issuance of the Notes.

4. The Notes are not “hedge bonds” (within the meaning of Section 149(g) of the
Code) because the County expects that (a) at least 85% of the proceeds will be allocated to expenditures
for the Projects no later than three years from the date hereof and (b) not more than 50% of the proceeds
of the Notes will be invested in nonpurpose investments (as defined in Section 148(£)(6)(A) of the Code)
having a substantially guaranteed yield for four years or more.

Governmental Bond

5. The Projects are expected during the term of the Notes to be used by the County
in conjunction with the County’s governmental purposes. The Projects are not expected during the term
of the Notes to be sold or disposed of in whole or 1in part.

6. For purposes of this Certificate, “Nonqualifying Use” means use of the proceeds
of the Notes or the Projects in any activity by a person or organization that is not (a) a state or local
government; or (b) a natural person. Notwithstanding the preceding sentence, Nonqualifying Use shall
not include: (a) use as a member of the general public pursuant to arrangements with a term of less than
200 days; and (b) use by a nongovernmental person pursuant to an arrangement with a term of less than
50 days that is a result of arms-length negotiations and compensation payable under the arrangement is
not less than fair market value.

7. For purposes of this Certificate, “Measurement Year” means each one year
period beginning on the date the first asset constituting a portion of the Projects is placed in service (the
“Service Date”) and ending on the day before the anniversary of the Service Date with succeeding periods
beginning on the applicable anniversary of the Service Date and ending on the anniversary of the ending
date of the previous one year period. For purposes of this Certificate, Nonqualifying Use is measured for
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each Measurement Year by dividing the proceeds allocable to the Nonqualifying Use by the total
proceeds of the Notes.

8. As of the date of this Certificate, the County expects that the Nonqualifying Use
in every Measurement Year (within the period beginning on the Service Date and ending on the date the

Notes are retired, hereinafter referred to as the “Measurement Period”) will be less than ten percent
(10%).

9. The County represents that, if Nonqualifying Use exceeds ten percent (10%) for
any Measurement Year during the Measurement Period, the County will either (a) take appropriate
actions so as to reduce the “private business use” (within the meaning of Section 1.141-3 of the
Regulations) to ensure that the average of such “private business use” for all Measurement Years in the
Measurement Period does not exceed ten percent (10%); (b) restrict the private payments and private
security (within the meaning of Section 1.141-4 of the Regulations) to less than ten percent (10%) of the

proceeds of the Notes; or (c) take appropriate remedial actions in accordance with Section 1.141-12 of the
Regulations.

Proceeds

10. The Notes have been sold to J. P. Morgan Securities, Inc. (the “Underwriter”) at a
price of $49,295,205.40 (the “Original Proceeds”) which amount is the par amount ($48,755,000.00) plus a
bid premium of $540,205.40. The Underwriter has made a public offering of the Notes at a price of
$49,322,020.65 (the “Offering Price”) which price is the par amount of the Notes ($48,755,000.00) plus
an original issue premium of $567,020.65. The Underwriter will retain $27,815.25 of the original issue
premium as its compensation for selling the Notes.

11. The County will receive from the initial purchaser of the Notes, as a result of the
sale of the Notes, the Original Proceeds which are expected to be needed and fully expended as follows:

(a) Approximately $136,063.14 will be expended within 60 days of the date
hereof for costs of issuance of the Notes;

(b) $238,357.30 will be deposited into the County’s bond debt service fund
held by the County Treasurer; and

{© The balance of the Original Proceeds $48,920,784.96 (the “Construction
Proceeds”) plus investment earnings thereon will be used to provide funds to defray the costs of
the Projects.

12. All Construction Proceeds (and investment earnings thereon) will be used to
finance expenditures incurred subsequent to March 10 2009, except expenditures that qualify as
“preliminary expenditures” under Section 1.150-2 of the Regulations or expenditures authorized by a
resolution complying with Section 1.150-2 of the Regulations.

13. The Construction Proceeds and anticipated investment earnings thereon do not
exceed the amount necessary to complete the construction of the Projects.

14. The weighted average maturity (1 year) of the Notes issued to finance the
Projects is less than 120% of the average reasonably expected economic life of the Projects, as
determined under Section 147(b) of the Code. Thus, pursuant to Section 1.148-1(c)(4) of the Regulations,
“other replacement proceeds” will not arise with respect to the Notes.
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Yield

15. For purposes of this Certificate, “yield” means yield computed by the actuarial
method using a 360-day year and semi-annual compounding, resulting in a discount rate which, when used in
computing the present worth of all payments of principal and interest to be paid on an obligation, produces an
amount equal to the issue price, fair market value, present value or purchase price thereof, as applicable, and
is determined in all respects in accordance with Section 148 of the Code and the Regulations.

16. The County’s $5,000,000 General Obligation Bonds, Series 2009A (the “Bonds™)
were sold within 15 days of the date of the sale of the Notes. The Bonds are not expected to be paid from
substantially the same source of funds as the Notes. Pursuant to Section 1.150-1(c)(2) of the Regulations,
the Notes and the Bonds are not part of the same issue. There are no other obligations of the County
which (a) were or will be sold within 15 days of date of sale of the Notes, (b) were or will be sold
pursuant to a plan of financing common with the plan of financing for the Notes, and (c) are reasonably
expected to be paid from substantially the same source of funds as the Notes.

17. The Underwriter has certified that the Offering Price is the aggregate initial
offering price of the Notes to the public (excluding bond houses, brokers and other intermediaries).
Based upon such price, the yield on the Notes is computed to be 0.5794124% (the “Note Yield").

Temporary Periods and Yield Restriction

18. The County has caused to be entered into, or will cause to be entered into within six
(6) months of the date of issuance of the Notes, substantial binding obligations to commence the Projects,
including contractual obligations to a third party to expend not less than 5% of the net sale proceeds of the
Notes on the Projects. The remaining Construction Proceeds (including amounts received from investing
such proceeds) will be expended within three (3) years from the date hereof. Completion of the Projects and
the allocation of the net sale proceeds of the issue to expenditures relating to the Projects will proceed with
due diligence. The Construction Proceeds may be invested without regard to the Note Yield during the
period ending three years from the date hereof. Investment earnings on such Construction Proceeds may be
invested without regard to the Note Yield for a period not to exceed one year from the date of receipt or three
years from the date hereof, whichever is later.

19. That portion of the proceeds of the sale of the Notes representing costs of issuance
will be expended within 60 days of the date hereof and, until such time, may be invested without regard to the
Note Yield.

Arbitrage Rebate Compliance

20. The County expects to meet the 18-month spending exception to the arbitrage
rebate requirement provided in Section 1.148-7(d) of the Regulations with respect to the portion of the
proceeds of the Bonds allocable to the Project. In order to qualify for the exception from the arbitrage
rebate requirements pursuant to Section 1.148-7(d) of the Regulations, such proceeds (and investment

proceeds thereon) must be expended in accordance with the following schedule measured from the date of
issuance of the Bond:

® At least 15% within six months (the first spending period);

(i1) At least 60% within 12 months (the second spending period); and
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(111) 100% within 18 months (the third spending period).

For purposes of complying with the first two spending periods, the amount of investment
proceeds shall be determined by the County’s reasonable expectations on the date of issuance of the
Bond. As of the date of issuance, the County expects to receive less than $487,550 in investment
earnings on the proceeds of the Bonds. For purposes of complying with the third spending period, the
Bonds will not fail to satisfy such spending requirement as a result of unspent amounts equal to a
reasonable retainage (within the meaning of Section 1.148-7(h) of the Regulations) if such unspent
amounts are allocated to expenditures within 30 months of the date of issuance thereof. In addition, any
failure to satisfy the third spending period may be disregarded if the County exercises due diligence to
complete the Projects and the amount of such failure does not exceed three percent of the issue price of
the Bonds.

21. The County will maintain records with respect to nonpurpose investments (as
defined in Section 148(f)(6) of the Code) attributable to the Notes. The County will use such records to
determine whether such proceeds qualify for an exception from the arbitrage rebate requirement (as described
in paragraph 20) and, if the County is subject to the arbitrage rebate requirements, the amount that 1t is
required to rebate to the U.S. Treasury because the earnings on such investments exceed the amount that
would have been eamed if such proceeds had been invested at the Note Yield. The County will make the
calculations of its liability, file such reports and make any required payments at the time or times as are now
or may hereafter be prescribed under Section 148 (or a successor provision) of the Code.

22. The County has not entered into and will not enter into any transaction to reduce the
yield on the proceeds of the Notes in such manner that the amount to be rebated to the Federal Government is
less than it would have been had the transaction been at arms’ length and the Note Yield not relevant to either
party to the transaction.

Miscellaneous

23. The Notes are not and will not be a part of a transaction or series of transactions
that attempts to circumvent the provisions of Section 148 of the Code and the Regulations; (a) enabling
the County to exploit the difference between tax-exempt and taxable interest rates to gain a material
financial advantage; or (b) over burdening the market for tax-exempt obligations.

24. The Notes are not “federally guaranteed” within the meaning of Section 149(b)
of the Code.

25. The County shall file or cause to be filed, the requisite Form 8038-G on or before
the 15th day of the second month after the calendar quarter in which the Notes are issued. The County has
reviewed the Form 8038-G prepared for the Notes, and all of the information contained therein is, to the best
of the County’s knowledge, true and complete.

26. The County has not received notice of deficiency or other notice from the
Internal Revenue Service, the Department of Treasury or any other governmental agency or department
challenging or questioning in any way the status of the interest on the Notes as being excludable from
gross income for federal income tax purposes, nor has the County been notified of any listing or proposed
listing of it by the Internal Revenue Service as an issuer that may not certify its bonds
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To the best of my knowledge, information and belief, and based on the foregoing facts and
estimates, the foregoing expectations of the County are reasonable.

Dated this 10th day of March, 2009, the same being the date of delivery of and payment for
the Notes.

AN

Vi AN /
Administrater, Beaulprt County, South Carolina
S

Signature Page to Federal Tax Certificate
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SIGNATURE AND NO-LITIGATION CERTIFICATE

We, the undersigned officers of Beaufort County, South Carolina (the “Coumy”)
indicated by the official titles opposite our names below, do hereby certify that we did on the 10"
day of March, 2009, officially cause to be signed $48,755,000 General Obligation Bond Anticipation
Notes, Series 2009 (the “Notes”) of the County, being at the date of such signatures the duly chosen,
qualified and acting officers indicated therein and authorized to execute the same. The Notes are in
fully registered form; dated March 10, 2009; bear interest from their date at the rate of 1.75% per
annum; and mature on March 10, 2010.

The manual or facsimile signature of Wm. Weston J. Newton, Chair, County Council of
the County (the “County Council”), and the manual or facsimile signature of Suzanne M. Rainey, Clerk
to County Council, are upon the Notes and the seal of the County is imprinted on the Notes, an
impression of such seal being affixed hereon. The manual signature of an authorized officer of Wells
Fargo Bank, N.A., is upon the Registrar's Certificate of Authentication on the Notes.

We further certify that no litigation in any court or other tribunal, State or federal, of
any nature is now pending, or, to our knowledge, threatened, restraining or enjoining, or seeking to
restrain or enjoin the sale, execution, issuance, or delivery of the Notes or questioning, contesting, or
affecting in any manner the validity of Ordinance No. 2008/34 of the Beaufort County Council
authorizing the Notes or the validity of the Notes thereunder and authorizing the issuance and sale of
general obligations bonds in anticipation of which the Notes are being issued or the pledge of the proceeds
of the general obligation bonds to the payment of the principal and, if necessary, interest on the Notes; that
neither the corporate existence or boundaries of the County nor the title of the present officers to their
respective offices is being contested; and that no authority or proceedings for the issuance of the Notes
have been repealed, revoked or rescinded.

Done and delivered this 10th day of March, 2009.
Official Title

Signature
/ Z‘/ éi 7 //\\% Chair, County Council of Beaufort County,

South Carolina

Cjﬁg JoL 4 se M 24 o R Clerk to County Council of Beaufort County,

South Carolina

(SEAL)
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RECEIPT

I, the undersigned Treasurer of Beaufort County, South Carolina hereby certify that I
received from J. P. Morgan Securities, Inc., the purchase price of $48,755,000 General Obligation Bond
Anticipation Notes, Series 2009 (the “Notes”), of Beaufort County, South Carolina. The Notes are in
fully registered form; dated March 10, 2009; bear interest from their date at the rate of 1.75% per
annum; and mature on March 10, 2010.

The date of delivery of and payment for the Notes was March 10, 2009.

The purchase price:

Principal $48,755,000.00
Bid Premium 540.205.40
Total $49,295.205.40

S A

Treasurer,(;}jifaufégrt Couipty/South Carolina

Dated: March 10, 2009
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CERTIFICATE OF THE ADMINISTRATOR
OF THE COUNTY REGARDING THE OFFICIAL STATEMENT

I, the undersigned Administrator of Beaufort County, South Carolina (the “County”) in
accordance with Ordinance No. 2008/34 duly enacted by the County Council on September 8, 2008, do
hereby certify that the Preliminary Official Statement dated February 17, 2009, and the final Official
Statement dated February 24, 2009, in regard to the $48,755,000 General Obligation Bond Anticipation
Notes, Series 2009A, of the County do not contain any untrue statement of a material fact or omit to state
any material fact necessary to make the statements therein, in light of the circumstances under which they
were made, not misleading and that there has been no material adverse change in the financial condition of
the County from that set forth in or contemplated by the Preliminary Official Statement and the final
Official Statement. 1 further certify that I have not undertaken to independently verify information
pertaining to nongovernmental data and activities contained in the Preliminary Official Statement and the
final Official Statement, but that such information has been obtained from sources which the County
believes to be reliable, and the County has no reason to believe that they are untrue in any material respect.

In witness whereof, I have hereunto set my hand this 10th day of March, 2009.

Administrator, Beaufprt County, South Carolina
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UNITED STATES OF AMERICA

STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION BOND ANTICIPATION NOTE
SERIES 2009
No. R-1
INTEREST MATURITY ORIGINAL .

RATE DATE ISSUE DATE CUSIP

1.75% March 10, 2010 March 10, 2009 674347UA1
REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT: FORTY-EIGHT MILLION SEVEN HUNDRED FIFTY FIVE
THOUSAND DOLLARS (848,755, 000) i

KNOW ALL MEN BY THESE PRESENTS: that Beaufo ;County, South Carolina (the
“County”) hereby acknowledges itself indebted, and for value: rf:celved pmmlses to pay to the registered
owner hereof, the principal sum of Forty-eight Million Seven Hundred Fifty-five Thousand Dollars
($48,755,000) at the principal office of Wells Fargo Bank, N.A., in the Clty of Atlanta, State of Georgia
on the 10th day of March 20] O and to pay inte; (calculated on the basis of a 360-day year of twelve

maturlty of this note. This note is not sub} : :}t to prepayment prior to its maturlty

Both the principal of and' 1nterest on thlS note are payable in any coin or currency of the United
States of America which is, at the time of payment legal tender for the payment of public and private
debts. ~ -

This note represents series of general obligation bond anticipation notes (the “Notes”), issued
by the County, pursuant to the' authorization ‘of Title 11, Chapter 17, Code of Laws of South Carolina
1976, as amended in anticipation of thé teceipt of the proceeds to be derived from the general obligation
bonds of the County to be issued pursuant to and in accordance with the provisions of the Constitution
and Laws of the State of South Carolina including Article X, Section 15 of the Constitution of the State of
South :Carolina, 1895, as amended; Title 11, Chapter 27, Code of Laws of South Carolina, 1976, as
amended; Title 59, Chapter 713 Code of Laws of South Carolina, 1976, as amended, the favorable results
ofa referendum, and Ordmance No. 2008/34 duly enacted by the Beaufort County Council on September
8, 2008 (the “Ordinance™). The full faith, credit and taxing power of the County and the proceeds to be
derived from the sale of bonds are pledged for the payment of the principal of and interest on the Notes.

The Notes are being issued by means of a book-entry system with no physical distribution of
certificates to be made except as provided in the Ordinance. One certificate registered in the name of the
Securities Depository Nominee is being issued and is required to be deposited with the Securities
Depository. The book-entry system will evidence positions held in the Notes by the Securities
Depository’s participants, beneficial ownership of the Notes in the principal amount of $5,000 or any
multiple thereof being evidenced in the records of such Participants. Transfers of ownership shall be
effected on the records of the Securities Depository on the records of the Securities Depository and its
participants pursuant to rules and procedures established by the Securities Depository and its Participants.



Wells Fargo Bank, N.A. as Registrar/Paying Agent will recognize the Securities Depository
Nominee, while the registered owner of the Notes, as the owner of the Notes for all purposes, including
payments of principal of and redemption premium, if any, and interest on the Notes, notices and voting.
Transfer of principal and interest payments to Participants of the Securities Depository will be the
responsibility of the Securities Depository, and transfer of principal, redemption premium, if any, and
interest payments to beneficial owners of the Notes by Participants of the Securities Depository will be
the responsibility of such participants and other nominees of such beneficial owners. The County and
Registrar/Paying Agent will not be responsible or liable for such transfers of payment or for maintaining,
supervision or reviewing the records maintained by the Securities Depository, the Securities Depository
Nominee, its Participants or persons acting through such Participants. While the Securities Depository
Nominee is the owner of the Notes, notwithstanding the provision hereinabove contamed payments of
principal of, redemption premium, if any, and interest on the Notes shall be made in accordance with
existing arrangements between the Registrar/Paying Agent or its successors under. th esolutlon and the
Securities Depository.

This note and the interest hereon are exempt from all State county mummpal County, and all
other taxes or assessments of the State of South Carolina, direct or indirect, general or special, whether
imposed for the purpose of general revenue or otherwise, except mherltance es’cate and transfer taxes but
the interest on this note may be included for certain franchlse fees or taxe

IT IS HEREBY CERTIFIED AND RECITED thatall acts, conditio: s;aﬁ'd things required by the
Constitution and Laws of the State of South Carolina to exist, to happen, or to be performed precedent to
or in the issuance of this note, do exist, have happened, and have been: erformed in regular and due time,
form and manner, and the amount of this note d’”the issue of whlch this note is one, does not exceed
any constitutional or statutory limitation. :; L

TN WITNESS WHEREOT BEAUFﬁRT COUNTY SOUTH CAROLINA, has caused this Note

/////

: BEAUFORT COUNTY, SOUTH CAROLINA

(SEAL)

Chair, County Council
ATTEST:..

Clerk to (




REGISTRAR/PAYING AGENT’S CERTIFICATE OF AUTHENTICATION

Date of Authentication:

This note is one of the Notes described in the within mentioned Ordinance of Beaufort County,
South Carolina.

Wells Fargo Bank, N.A., as Regisﬁaﬁ@aying Agent

By

By:

Authorized Officer




The following abbreviations, when used in the inscription on the face of this Note, shall be
construed as though they were written out in full according to applicable laws or regulations.

TEN COM -  as tenants in common UNIF GIFT MIN ACT -
TEN ENT - as tenants by the o Custodian
entireties (Cust) (Minor)
JT TEN - as joint tenants with right under Uniform Gifis to Minors
of survivorship and not as Act
tenants in common (state)

Additional abbreviations may also be used though not in above list.

(FORM OF ASSIGNMENT)

FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto

(Name and Address of Transferee)

the within Note and

does hereby irrevocably constitute and appoint
attorney to transfer the within Note on the boo
substitution in the premises.

5| kept for, registjr’éfion thereof, with full power of

Dated:

Signature Guaranteed (Authorized Officer)
Signature must be, guarantéeﬁdg by Notice: The signature to the assignment must correspond
a participant in the Securities Transfer with the name of the registered owner as it appears

Agent Medallions Program (STAMP) upon the face of the within Note in every particular,
without alteration or enlargement or any change
whatever



(Rev. November 2000)

*» Under Internal Revenue Code section 149(e)

11 [J Education (attach schedule-see MSUCHONSY. ... ooiiii e, 9
12 [] Health and hospital (attach schedule-see InSETUCHONS). ... ... oot e, 10
13 [ Transportation ... 11
14 O PUBHC SAfEtY oo 12
15 [J Environment (including sewage bonds) ...

16 T HOUSINE .o

17 L0 UHHTIES oo e

18 B Other. Describe (see instructions) » Government Facilities

19 If obligations are tax or other revenue anticipation bonds, check box * 0

20 If obligations are TANs or RANs, check box *  [J If obligations are BANs, check box * L

Department of Treasury Internal P See separate Instructions. OMB No. 1545-
Revenue Service (Note: Use Form 8038-GC if the issue price is under $100,000) 0720
Reporting Authority If Amended Return, check here *» [J

1 Issuer’s name 2 Issuer’s employer identification number
Beaufort County, South Carolina 57-6000311

3 Number and street (or P.O. box if mail is not delivered to street address) Roomy/sutte 4 Report number
Post Office Drawer 1228 902

5 City, town, or post office, state and ZIP code 6 Date of issue
Beaufort, South Carolina 29901-1228 March 12, 2009

7 Name of issue 8 CUSIP number
$48,755,000 General Obligation Bond Anticipation Notes, Series 2009 074347UA1

9 Name and Title of officer or legal representative whom the IRS may call for more information 10 Telephone number of officer or legal representative
Francenia B. Heizer, Esquire, Bond Counsel (803) 799-9800

Type of Issue (check applicable box(es) and enter the issue price)

O

If obligations are in the form of a lease or installment sale, check box

PART I Description of Obligations
(a) Final Maturity Date (b) Issue Price (c) Stated Redemption (d) Weighted average (e) Yield
price at maturity maturity
21 Final Maturity March 10, 2010 $49,322.020.65 $48,755,000.00 | year 0.5794124%
Uses of Proceeds of Bond Issue (including underwriter’s discount)
22 Proceeds used for accrued INErest ..........o.ooiiiiiiiee e 22 3 —
23 Issue price of eatire issue (enter amount from line 21, column (b)) ... 23 49,322,020.65
24 Proceeds used for bond issuance costs (including underwriter’s discount).... | 24 $162,878.39 .
25 Proceeds used for credit enhancement ... 25 - B
26 Proceeds allocated to reasonably required reserve or replacement fund ........ 26 -
27 Proceeds used to currently refund prior issues .................................... 27 ---
28 Proceeds used to advance refund prior issues ...................................... 28 —
29 Total (add Lines 24 through 28) ... i 29 162,878.39
30 Nonrefunding proceeds of the issue (subtract line 29from line 23 and enter amount here ................... 30 $49.159,142.36
Description of Refunded Bonds (Complete this part only for refunded bonds.)
31 Enter the remaining weighted average maturity of the bonds to be currently refunded ....................... 4
32 Enter the remaining weighted average maturity of the bonds to be advance refunded ......................... »
33 Enter the last date on which the refunded bonds will be called .....................................co..... 4
34 Enter the date(s) the refunded bonds were issued *
Miscellaneous
35 Enter the amount of the state volume cap allocated to the issue under section 141(b)(5) ..................... 35 N/A
36a Enter the amount of gross proceeds invested or to be invested in guaranteed investment contract (see instructions).... | 36a N/A
B Enter the final maturity date of the guaranteed investment contract » _N/A
37 Pooled financings: a Proceeds of this issue that are to be used to make loans to other governmental units
B If this 1ssue is a loan made from the proceeds of another tax-exempt issue, check box * [ and enter the name of the issuer  *
and the date of the issue *
38 If the issuer has designated the issue under section 265(b)(3)(B)(1YI1I) (smaller issue exception), check box . _................... N
39 If the issuer has elected to pay a penalty in lieu of arbitrage rebate, check bOX .........ooooiiiiiiviiiii e Y O
40 If the issuer has identified a hedge, check DOX ... g
Please Slgn Under penames of perjury, I declare that I have examined this return and accompanying schedules and statements, and to the best of my knowledge and
belief, they are true comect and. complete i
Here f
} 2. 03/10/09 David Starkey, Chief Financial Officer
~ Date Type or print name and title




Moody’s Investors Service

7 World Trade Center at 250 Greenwich Street
February 23, 2009 New York, New York 10007

Mr. David Starkey

Chief Financial Officer
Beaufort (County of) SC
P.O. Box 1228

Beaufort, SC 29901-1228

Dear Mr. Starkey:

We wish to inform you that on February 20, 2009, Moody’s Investors Service reviewed
and assigned a rating of MIG 1 to Beaufort (County of) SC's General Obligation Bond
Anticipation Notes, Series 2009 and Aa2 to General Obligation Bonds, Series 2009.

In order for us to maintain the currency of our ratings, we request that you provide
ongoing disclosure, of current financial and statistical information.

Moody's will monitor this rating and reserves the right, at its sole discretion, to revise or
withdraw this rating at any time in the future.

The rating, as well as any revisions or withdrawals thereof, will be publicly disseminated
by Moody's through normal print and electronic media and in response to verbal requests
to Moody's Rating Desk.

Should you have any questions regarding the above, please do not hesitate to contact me
or the analyst assigned to this transaction, Catie Tsao at 212-553-1362.

~—
Patrick Mispagel \\
Vice President/Senior Analyst

CcC:

Ms. Frannie Heizer
McNair Law Firm, P.A.
Bank of America Tower
1301 Gervais Street
Columbia, SC 29201



55 Water Street, 38th Floor

STANDARD

reference no.: 1049048

&POOR'S

February 23, 2009

Beaufort County

P.O. Drawer 1228

Beaufort, SC 29901

Attention: Mr. Gary Kubic, County Administrator

Re: US$48,755,000 Beaufort County, South Carolina, General Obligation Bond Anticipation
Notes, Series 2009, dated: March 10, 2009, due: March 10, 2010

Dear Mr. Kubic:

Pursuant to your request for a Standard & Poor’s rating on the above-referenced obligations, we
have reviewed the information submitted to us and, subject to the enclosed Terms and Conditions,
have assigned a rating of “SP-1+". A copy of the rationale supporting the rating is enclosed.

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information. The assignment of a rating does not create a fiduciary relationship between us
and you or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, including without
limitation, Section 7 of the Securities Act of 1933. The rating is not a “market rating” nor is it a
recommendation to buy, hold, or sell the obligations.

This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating to interested parties. Standard & Poor’s reserves the right to inform its own clients,
subscribers, and the public of the rating.

Standard & Poor’s relies on the issuer/obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. This
rating is based on financial information and documents we received prior to the issuance of this
letter. Standard & Poor’s assumes that the documents you have provided to us are final. If any
subsequent changes were made in the final documents, you must notify us of such changes by
sending us the revised final documents with the changes clearly marked.

To maintain the rating, Standard & Poor’s must receive all relevant financial information as soon
as such information is available. Placing us on a distribution list for this information would
facilitate the process. You must promptly notify us of all material changes in the financial
information and the documents. Standard & Poor’s may change, suspend, withdraw, or place on



Mr. Gary Kubic
Page 2
February 23, 2009

CreditWatch the rating as a result of changes in, or unavailability of, such information. Standard
& Poor’s reserves the right to request additional information if necessary to maintain the rating.

Please send all information to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041-0003

Standard & Poor’s is pleased to be of service to you. For more information on Standard & Poor’s,
please visit our website at www.standardandpoors.com. If we can be of help in any other way,
please call or contact us at nypublicfinance@standardandpoors.com. Thank you for choosing
Standard & Poor’s and we look forward to working with you again.

Sincerely yours,

Standard & Poor's Ratings Services
a division of The McGraw-Hill Companies, Inc.

Srglond v Poors [z

al
enclosures
cc: Francenia B. Heizer, Esq.,

McNair Law Firm P A.



DISCLOSURE DISSEMINATION AGENT AGREEMENT

This Disclosure Dissemination Agent Agreement (the “Disclosure Agreement”), dated as of
March 10, 2009, is executed and delivered by Beaufort County, South Carolina (the “Issuer”) and Digital
Assurance Certification, L.L.C., as exclusive Disclosure Dissemination Agent (the “Disclosure
Dissemination Agent” or “DAC”) for the benefit of the Holders (hereinafter defined) of the Notes
(hereinafter defined) and in order to provide certain continuing disclosure with respect to the Notes in
accordance with Rule 15¢2-12 of the United States Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time (the “Rule”).

SECTION 1.  Definitions. Capitalized terms not otherwise defined in this Disclosure Agreement shall
have the meaning assigned in the Rule or, to the extent not in conflict with the Rule, in the Official
Statement (hereinafter defined). The capitalized terms shall have the following meanings:

“Annual Report” means an Annual Report described in and consistent with Section 3 of this
Disclosure Agreement.

“Annual Filing Date” means the date, set in Sections 2(a) and 2(f), by which the Annual Report is
to be filed with the Repositories.

“Annual Financial Information” means annual financial information as such term is used in
paragraph (b)(5)(i) of the Rule and specified in Section 3(a) of this Disclosure Agreement.

“Audited Financial Statements” means the financial statements (if any) of the Issuer for the prior
fiscal year, certified by an independent auditor as prepared in accordance with generally accepted
accounting principles or otherwise, as such term is used in paragraph (b)(5)(i) of the Rule and
specified in Section 3(b) of this Disclosure Agreement.

“Certification” means a written certification of compliance signed by the Disclosure
Representative stating that the Annual Report, Audited Financial Statements, Voluntary Report or
Notice Event notice delivered to the Disclosure Dissemination Agent is the Annual Report,
Audited Financial Statements, Voluntary Report or Notice Event notice required to be submitted
to the Repositories under this Disclosure Agreement. A Certification shall accompany each such
document submitted to the Disclosure Dissemination Agent by the Issuer and include the full
name of the Notes and the 9-digit CUSIP numbers for all Notes to which the document applies.

“Disclosure Representative” means the Chief Financial Officer, the senior member of the Issuer
or his or her designee, or such other person as the Issuer shall designate in writing to the
Disclosure Dissemination Agent from time to time as the person responsible for providing
Information to the Disclosure Dissemination Agent.

“Disclosure Dissemination Agent” means Digital Assurance Certification, L.L.C, acting in its
capacity as Disclosure Dissemination Agent hereunder, or any successor Disclosure
Dissemination Agent designated in writing by the Issuer pursuant to Section 9 hereof.

“Effective Date” means July 1, 2009, or such later date as the Securities and Exchange
Commission shall state as the effective date for the amendments to the Rule pursuant to Release
No. 34-59062 (Dec. 5, 2008).

“Holder” means any person (a) having the power, directly or indirectly, to vote or consent with
respect to, or to dispose of ownership of, any Notes (including persons holding Notes through
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nominees, depositories or other intermediaries) or (b) treated as the owner of any Notes for
federal income tax purposes.

“Information” means the Annual Financial Information, the Audited Financial Statements (if any)
the Notice Event notices, and the Voluntary Reports.

“Notes” means the notes as listed on the attached Exhibit A, with the 9-digit CUSIP number
relating thereto.

“Notice Event” means an event listed in Sections 4(a) of this Disclosure Agreement.

“MSRB” means the Municipal Securities Rulemaking Board established pursuant to Section
15B(b)(1) of the Securities Exchange Act of 1934.

“National Repository” means, prior to the Effective Date, any Nationally Recognized Municipal
Securities Information Repository for purposes of the Rule, and thereafter the MSRB. Prior to the
Effective Date, the list of National Repositories maintained by the United States Securities and
Exchange Commission shall be conclusive for purposes of determining National Repositories.
Currently, the following are National Repositories:

I. DPC Data Inc.
One Executive Drive
Fort Lee, New Jersey 07024
(201) 346-0701 (phone)
(201) 947-0107 (fax)
http://www.dpcdata.com
Email: nrmsir@dpedata.com

2. Interactive Data Pricing and Reference Data, Inc.
Attn: NRMSIR
100 William Street, 15™ Floor
New York, New York 10038
(212) 771-6999 (phone); 800-689-8466
(212) 771-7390 (fax)
hitp://www.interactivedate-prd.com
Email: NRMSIR@interactivedate.com

3. Bloomberg Municipal Repository
100 Business Park
Skillman, NJ 08558
(609) 279-3225 (phone)
(609) 279-5962 (fax)
http://bloomberg.com/markets/rates/municontacts.html
Email: Munis@Bloomberg.com

4, Standard & Poor’s Securities Evaluations, Inc.
55 Water Street, 45™ Floor
New York, New York 10041
(212) 438-4595 (phone)
{212) 438-3975 (fax)
http://www.disclosuredirectory.standardandpoors.com/
Email: nrmsir_repository(@sandp.com

2

COLUMBIA 947095v1



“Official Statement” means that Official Statement prepared by the Issuer in connection with the
Notes as listed on Appendix A.

“Repository” means the MSRB, each National Repository and the State Depository (if any).

“State Depository” means any public or private depository or entity designated by the State of
South Carolina as a state information depository (if any) for the purpose of the Rule. The list of
state information depositories maintained by the United States Securities and Exchange
Commission shall be conclusive as to the existence of a State Depository. Currently, the
following depositories are listed by the Securities and Exchange Commission as available State
Depositories:

1. Municipal Advisory Council of Michigan
1445 First National Building
Detroit, Michigan 48226-3517
(313) 963-0420 (phone)
(313) 963-0943 (fax)
jackie@macmi.com

2. Municipal Advisory Council of Texas
PO Box 2177
Austin, TX 78768-2177
(512) 476-6947 (phone)
(512) 476-6403 (fax)
mac(@mactexas.com

3. Ohio Municipal Advisory Council
9321 Ravenna Road, Unit K
Twinsburg, OH 44087-2445
(330) 963-7444 (phone)

(800) 969-OMAC (6622) (phone)
(330) 963-7553 (fax)
sid filing{@ohiomac.com

“Trustee” means the institution identified as such in the document under which the Notes were
issued.

“Voluntary Report” means the information provided to the Disclosure Dissemination Agent by
the Issuer pursuant to Section 7.

SECTION 2.  Provision of Annual Reports.

(a) The Issuer shall provide, annually, an electronic copy of the Annual Report and
Certification to the Disclosure Dissemination Agent, together with a copy for the Trustee, not later than
30 days prior to the Annual Filing Date. Promptly upon receipt of an electronic copy of the Annual
Report and the Certification, the Disclosure Dissemination Agent shall provide an Annual Report to each
National Repository and the State Depository (if any) not later than 210 days after the end of each fiscal
year of the Issuer, commencing with the fiscal year ending June 30, 2009. Such date and each
anniversary thereof is the Annual Filing Date. The Annual Report may be submitted as a single document
or as separate documents comprising a package, and may cross-reference other information as provided in
Section 3 of this Disclosure Agreement,
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(b) If on the fifteenth (15th) day prior to the Annual Filing Date, the Disclosure
Dissemination Agent has not received a copy of the Annual Report and Certification, the Disclosure
Dissemination Agent shall contact the Disclosure Representative by telephone and in writing (which may
be by e-mail) to remind the Issuer of its undertaking to provide the Annual Report pursuant to Section
2(a). Upon such reminder, the Disclosure Representative shall either (i) provide the Disclosure
Dissemination Agent with an electronic copy of the Annual Report and the Certification) no later than
two (2) business days prior to the Annual Filing Date, or (ii) instruct the Disclosure Dissemination Agent
in writing that the Issuer will not be able to file the Annual Report within the time required under this
Disclosure Agreement, state the date by which the Annual Report for such year will be provided and
instruct the Disclosure Dissemination Agent that a Notice Event as described in Section 4(a)(12) has
occurred and to immediately send a notice to each National Repository or the MSRB and the State
Depository (if any) in substantially the form attached as Exhibit B.

(c) If the Disclosure Dissemination Agent has not received an Annual Report and
Certification by 12:00 noon on the first business day following the Annual Filing Date for the Annual
Report, a Notice Event described in Section 4(a)(12) shall have occurred and the Issuer irrevocably
directs the Disclosure Dissemination Agent to immediately send a notice to each National Repository or
the MSRB and the State Depository (if any) in substantially the form attached as Exhibit B.

(d) If Audited Financial Statements of the Issuer are prepared but not available prior to the
Annual Filing Date, the Issuer shall, when the Audited Financial Statements are available, provide in a
timely manner an electronic copy to the Disclosure Dissemination Agent, accompanied by a Certificate,
together with a copy for the Trustee, for filing with each National Repository and the State Depository (if

any).

(e) The Disclosure Dissemination Agent shall:
(i) determine the name and address of each Repository each year prior to the Annual
Filing Date;
(i) upon receipt, promptly file each Annual Report received under Section 2(a) with

each National Repository, and the State Depository, (if any);

(iii)  upon receipt, promptly file each Audited Financial Statement received under
Section 2(d) with each National Repository, and the State Depository (if any);

(iv) upon receipt, promptly file the text of each disclosure to be made with each
National Repository or the MSRB and the State Depository (if any) together with
a completed copy of the MSRB Material Event Notice Cover Sheet in the form
attached as Exhibit C, describing the event by checking the box indicated below
when filing pursuant to the Section of this Disclosure Agreement indicated:

1. “Principal and interest payment delinquencies,” pursuant to Sections 4(c)
and 4(a)(1);

2. “Non-Payment related defaults,” pursuant to Sections 4(c) and 4(a)(2);

3. “Unscheduled draws on debt service reserves reflecting financial

difficulties,” pursuant to Sections 4(c) and 4(a)(3);

4. “Unscheduled draws on credit enhancements reflecting financial
difficulties,” pursuant to Sections 4(c) and 4(a)(4);

5. “Substitution of credit or liquidity providers, or their failure to perform,”
pursuant to Sections 4(c) and 4(a)(5);

4
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6. “Adverse tax opinions or events affecting the tax-exempt status of the
security,” pursuant to Sections 4(c) and 4(a)(6);

7. “Modifications to rights of securities holders,” pursuant to Sections 4(c)
and 4(a)7);

8. “Bond calls,” pursuant to Sections 4(c) and 4(a)(8);

9. “Defeasances,” pursuant to Sections 4(c) and 4(a)(9);

10. “Release, substitution, or sale of property securing repayment of the

securities,” pursuant to Sections 4(c) and 4(a)(10);
11. “Ratings changes,” pursuant to Sections 4(c) and 4(a)(11);

12. “Failure to provide annual financial information as required,” pursuant to
Section 2(b)(ii) or Section 2(c), together with a completed copy of
Exhibit B to this Disclosure Agreement;

13. “Other material event notice (specify),” pursuant to Section 7 of this
Agreement, together with the summary description provided by the
Disclosure Representative.

(v) provide the Issuer evidence of the filings of each of the above when made, which
shall be by means of the DAC system, for so long as DAC is the Disclosure
Dissemination Agent under this Disclosure Agreement.

6) The Issuer may adjust the Annual Filing Date upon change of its fiscal year by providing
written notice of such change and the new Annual Filing Date to the Disclosure Dissemination Agent,
Trustee (if any) and the Repositories, provided that the period between the existing Annual Filing Date
and new Annual Filing Date shall not exceed one year.

SECTION 3.  Content of Annual Reports.

(a) Each Annual Report shall contain Annual Financial Information with respect to the Issuer,
including the information provided in the Official Statement under the headings: “Security,” “Outstanding
Indebtedness,” “Assessed Value of Taxable Property in the County,” “Estimated True Value of All
Taxable Property in the County,” “Tax Rates,” “Tax Collections for Last Five Years,” and “Ten Largest
Taxpayers.”

(b) Audited Financial Statements prepared in accordance with GAAP as described in the Official
Statement will be included in the Annual Report.

Any or all of the items listed above may be included by specific reference from other documents,
including official statements of debt issues with respect to which the Issuer is an “obligated person” (as
defined by the Rule), which have been previously filed with each of the National Repositories or the
Securities and Exchange Commission. If the document incorporated by reference is a final official
statement, it must be available from the MSRB. The Issuer will clearly identify each such document so
incorporated by reference.
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SECTION 4. Reporting of Notice Events.

(a) The occurrence of any of the following events, if material, with respect to the Notes
constitutes a Notice Event:

1. Principal and interest payment delinquencies;

2. Non-payment related defaults;

3. Unscheduled draws on debt service reserves reflecting financial difficulties;

4. Unscheduled draws on credit enhancements relating to the Notes reflecting financial
difficulties;

5. Substitution of credit or liquidity providers, or their failure to perform;

6. Adverse tax opinions or events affecting the tax-exempt status of the Notes;

7. Modifications to rights of Bond holders;

8. Bond calls;

9, Defeasances;

10. Release, substitution, or sale of property securing repayment of the Notes;

11. Rating changes on the Notes;

12. Failure to provide annual financial information as required; and

13. Other material event notice (specify)

The Issuer shall promptly notify the Disclosure Dissemination Agent in writing upon the occurrence of a
Notice Event. Such notice shall instruct the Disclosure Dissemination Agent to report the occurrence
pursuant to subsection (c). Such notice shall be accompanied with the text of the disclosure that the Issuer
desires to make, the written authorization of the Issuer for the Disclosure Dissemination Agent to
disseminate such information, and the date the Issuer desires for the Disclosure Dissemination Agent to
disseminate the information.

b) The Disclosure Dissemination Agent is under no obligation to notify the Issuer or the
Disclosure Representative of an event that may constitute a Notice Event. In the event the Disclosure
Dissemination Agent so notifies the Disclosure Representative, the Disclosure Representative will within
five business days of receipt of such notice, instruct the Disclosure Dissemination Agent that (i) a Notice
Event has not occurred and no filing is to be made or (ii) a Notice Event has occurred and the Disclosure
Dissemination Agent is to report the occurrence pursuant to subsection (c), together with the text of the
disclosure that the Issuer desires to make, the written authorization of the Issuer for the Disclosure
Dissemination Agent to disseminate such information, and the date the Issuer desires for the Disclosure
Dissemination Agent to disseminate the information.

() If the Disclosure Dissemination Agent has been instructed by the Issuer as prescribed in
subsection (a) or (b)(ii) of this Section 4 to report the occurrence of a Notice Event, the Disclosure
Dissemination Agent shall promptly file a notice of such occurrence with the State Depository (if any)
and (i) each National Repository, or (ii) the MSRB.

6
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SECTION 5.  CUSIP_Numbers. Whenever providing information to the Disclosure
Dissemination Agent, including but not limited to Annual Reports, documents incorporated by reference
to the Annual Reports, Audited Financial Statements, notices of Notice Events, and Voluntary Reports
filed pursuant to Section 7(a), the Issuer shall indicate the full name of the Notes and the 9-digit CUSIP
numbers for the Notes as to which the provided information relates.

SECTION 6.  Additional Disclosure Obligations. The Issuer acknowledges and understands
that other state and federal laws, including but not limited to the Securities Act of 1933 and Rule 10b-5
promulgated under the Securities Exchange Act of 1934, may apply to the Issuer, and that the failure of
the Disclosure Dissemination Agent to so advise the Issuer shall not constitute a breach by the Disclosure
Dissemination Agent of any of its duties and responsibilities under this Disclosure Agreement. The
Issuer acknowledges and understands that the duties of the Disclosure Dissemination Agent relate
exclusively to execution of the mechanical tasks of disseminating information as described in this
Disclosure Agreement.

SECTION 7.  Voluntary Reports.

(a) The Issuer may instruct the Disclosure Dissemination Agent to file information with the
Repositories, from time to time pursuant to a Certification of the Disclosure Representative
accompanying such information (a “Voluntary Report™).

(b) Nothing in this Disclosure Agreement shall be deemed to prevent the Issuer from
disseminating any other information through the Disclosure Dissemination Agent using the means of
dissemination set forth in this Disclosure Agreement or including any other information in any Annual
Report, Annual Financial Statement, Voluntary Report or Notice Event notice, in addition to that required
by this Disclosure Agreement. If the Issuer chooses to include any information in any Annual Report,
Annual Financial Statement, Voluntary Report or Notice Event notice in addition to that which is
specifically required by this Disclosure Agreement, the Issuer shall have no obligation under this
Disclosure Agreement to update such information or include it in any future Annual Report, Annual
Financial Statement, Voluntary Report or Notice Event notice.

SECTION 8. Termination of Reporting Obligation. The obligations of the Issuer and the
Disclosure Dissemination Agent under this Disclosure Agreement shall terminate with respect to the
Notes upon the legal defeasance, prior redemption or payment in full of all of the Notes, when the Issuer
is no longer an obligated person with respect to the Notes, or upon delivery by the Disclosure
Representative to the Disclosure Dissemination Agent of an opinion of nationally recognized bond
counsel to the effect that continuing disclosure is no longer required.

SECTION 9. Disclosure Dissemination Agent. The Issuer has appointed Digital Assurance
Certification, L.L..C. as exclusive Disclosure Dissemination Agent under this Disclosure Agreement. The
Issuer may, upon thirty days written notice to the Disclosure Dissemination Agent and the Trustee,
replace or appoint a successor Disclosure Dissemination Agent. Upon termination of DAC’s services as
Disclosure Dissemination Agent, whether by notice of the Issuer or DAC, the Issuer agrees to appoint a
successor Disclosure Dissemination Agent or, alternately, agrees to assume all responsibilities of
Disclosure Dissemination Agent under this Disclosure Agreement for the benefit of the Holders of the
Notes. Notwithstanding any replacement or appointment of a successor, the Issuer shall remain liable
until payment in full for any and all sums owed and payable to the Disclosure Dissemination Agent. The
Disclosure Dissemination Agent may resign at any time by providing thirty days’ prior written notice to
the Issuer.

SECTION 10. Remedies in Event of Default. In the event of a failure of the Issuer or the
Disclosure Dissemination Agent to comply with any provision of this Disclosure Agreement, the Holders’

7

COLUMBIA 947095v1



rights to enforce the provisions of this Agreement shall be limited solely to a right, by action in
mandamus or for specific performance, to compel performance of the parties’ obligation under this
Disclosure Agreement. Any failure by a party to perform in accordance with this Disclosure Agreement
shall not constitute a default on the Notes or under any other document relating to the Notes, and all rights
and remedies shall be limited to those expressly stated herein.

SECTION 11. Duties, Immunities and Liabilities of Disclosure Dissemination Agent.

(a) The Disclosure Dissemination Agent shall have only such duties as are specifically set forth in
this Disclosure Agreement. The Disclosure Dissemination Agent’s obligation to deliver the information
at the times and with the contents described herein shall be limited to the extent the Issuer has provided
such information to the Disclosure Dissemination Agent as required by this Disclosure Agreement. The
Disclosure Dissemination Agent shall have no duty with respect to the content of any disclosures or
notice made pursuant to the terms hereof. The Disclosure Dissemination Agent shall have no duty or
obligation to review or verify any Information or any other information, disclosures or notices provided to
it by the Issuer and shall not be deemed to be acting in any fiduciary capacity for the Issuer, the Holders
of the Notes or any other party. The Disclosure Dissemination Agent shall have no responsibility for the
[ssuer’s failure to report to the Disclosure Dissemination Agent a Notice Event or a duty to determine the
materiality thereof. The Disclosure Dissemination Agent shall have no duty to determine, or liability for
failing to determine, whether the Issuer has complied with this Disclosure Agreement. The Disclosure
Dissemination Agent may conclusively rely upon certifications of the Issuer at all times.

THE ISSUER AGREES TO INDEMNIFY AND SAVE THE DISCLOSURE DISSEMINATION
AGENT AND ITS RESPECTIVE OFFICERS, DIRECTORS, EMPLOYEES AND AGENTS,
HARMLESS AGAINST ANY LOSS, EXPENSE AND LIABILITIES WHICH THEY MAY INCUR
ARISING OUT OF OR IN THE EXERCISE OR PERFORMANCE OF THEIR POWERS AND
DUTIES HEREUNDER, INCLUDING THE COSTS AND EXPENSES (INCLUDING ATTORNEYS
FEES) OF DEFENDING AGAINST ANY CLAIM OF LIABILITY, BUT EXCLUDING LIABILITIES
DUE TO THE DISCLOSURE DISSEMINATION AGENT’S GROSS NEGLIGENCE OR WILLFUL
MISCONDUCT.

The obligations of the Issuer under this Section shall survive resignation or removal of the Disclosure
Dissemination Agent and defeasance, redemption or payment of the Notes.

(b) The Disclosure Dissemination Agent may, from time to time, consult with legal counsel
(either in-house or external) of its own choosing in the event of any disagreement or controversy, or
question or doubt as to the construction of any of the provisions hereof or its respective duties hereunder,
and neither of them shall incur any liability and shall be fully protected in acting in good faith upon the
advice of such legal counsel. The fees and expenses of such counsel shall be payable by the Issuer.

SECTION 12. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Issuer and the Disclosure Dissemination Agent may amend this Disclosure Agreement
and any provision of this Disclosure Agreement may be waived, if such amendment or waiver is
supported by an opinion of counsel expert in federal securities laws acceptable to both the Issuer and the
Disclosure Dissemination Agent to the effect that such amendment or waiver does not materially impair
the interests of Holders of the Notes and would not, in and of itself, cause the undertakings herein to
violate the Rule if such amendment or waiver had been effective on the date hereof but taking into
account any subsequent change in or official interpretation of the Rule; provided neither the Issuer or the
Disclosure Dissemination Agent shall be obligated to agree to any amendment modifying their respective
duties or obligations without their consent thereto.
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Notwithstanding the preceding paragraph, the Disclosure Dissemination Agent shall have the
right to adopt amendments to this Disclosure Agreement necessary to comply with modifications to and
interpretations of the provisions of the Rule as announced by the Securities and Exchange Commission
from time to time by giving not less than 20 days written notice of the intent to do so together with a copy
of the proposed amendment to the Issuer. No such amendment shall become effective if the Issuer shall,
within 10 days following the giving of such notice, send a notice to the Disclosure Dissemination Agent
in writing that it objects to such amendment.

SECTION 13. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the
Issuer, the Trustee of the Notes, the Disclosure Dissemination Agent, the underwriter, and the Holders

from time to time of the Notes, and shall create no rights in any other person or entity.

SECTION 14. Governing Law. This Disclosure Agreement shall be governed by the laws of the
State of New York (other than with respect to conflicts of laws).

SECTION 15. Counterparts.  This Disclosure Agreement may be executed in several
counterparts, each of which shall be an original and all of which shall constitute but one and the same
instrument.

[Remainder of page intentionally left blank]
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The Disclosure Dissemination Agent and the Issuer have caused this Disclosure Agreement to be
executed, on the date first written above, by their respective officers duly authorized.

COLUMBIA 947095v1

DIGITAL ASSURANCE CERTIFICATION, L.L.C,,
as Disclosure Dissemination Agent

//Q/:} o
By: | W /Qﬁm///'l

Name: Paula Stuart
Title: CEO

BEAUFORT COUNTY, SOUTH CAROLINA,
as Issuer

By:
Name: Gary Kubic
Title: Administrator

Signature Page to Disclosure Dissemination Agent Agreement



The Disclosure Dissemination Agent and the Issuer have caused this Disclosure Agreement to be
executed, on the date first written above, by their respective officers duly authorized.

DIGITAL ASSURANCE CERTIFICATION, L.L.C,,
as Disclosure Dissemination Agent

By:
Name:
Title:

BEAUFORT COUNTY, SOUTH CAROLINA,
as Issuer

MG ="

Name: Gary Kybic
Title: Administrator

Signature Page to Disclosure Dissemination Agent Agreement
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EXHIBIT A
NAME AND CUSIP NUMBERS OF NOTES

Name of [ssuer Beaufort County, South Carolina

Obligated Person(s) David Starkey Chief Financial Officer

Name of Bond Issue: General Obligation Bond Anticipation Notes, Series 2009,
$48,755,000

Date of Issuance: March 10, 2009

Date of Official Statement February 24, 2009

CUSIP Number: 074347UA1L
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EXHIBIT B
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer Beaufort County, South Carolina

Obligated Person(s) David Starkey, Chief Financial Officer

Name of Bond [ssue: General Obligation Bond Anticipation Notes, Series 2009,
$48,755,000

Date of Issuance: March 10, 2009

Date of Official Statement February 24, 2009

NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual Report with respect to the
above-named Notes as required by the Disclosure Agreement, dated as of March 10, 2009, between the
Issuer and Digital Assurance Certification, L.L.C., as Disclosure Dissemination Agent. The Issuer has
notified the Disclosure Dissemination Agent that it anticipates that the Annual Report will be filed by

Dated:

Digital Assurance Certification, L.L.C., as Disclosure Dissemination Agent, on behalf of the Issuer

cc: Issuer
Obligated Person
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EXHIBIT C
MATERIAL EVENT NOTICE COVER SHEET

This cover sheet and material event notice should be sent to the Municipal Securities Rulemaking Board
or to all Nationally Recognized Municipal Securities Information Repositories, and the State Information
Depository, if applicable, pursuant to Securities and Exchange Commission Rule 15¢2-12(b)(5)(i)(C) and
(D).

Issuer’s and/or Other Obligated Person’s Name:

Issuer’s Six-Digit CUSIP Number:

or Nine-Digit CUSIP Number(s) of the notes to which this material event notice relates:

Number of pages of attached material event notice: _____

Description of Material Events Notice (Check One):

1. Principal and interest payment delinquencies

2. Non-Payment related defaults

3. Unscheduled draws on debt service reserves reflecting financial difficulties
4. Unscheduled draws on credit enhancements reflecting financial difficulties
5. Substitution of credit or liquidity providers, or their failure to perform

6. ___ Adverse tax opinions or events affecting the tax-exempt status of the security
7. Modifications to rights of securities holders

8.  Bondcalls

9. Defeasances

10. _ Release, substitution, or sale of property securing repayment of the securities
11, Rating changes

12. __ Failure to provide annual financial information as required

13. _ Other material event notice (specify)

14.

I hereby represent that | am authorized by the issuer or its agent to distribute this information publicly:

Signature:

Name: Title:

Employer: Digital Assurance Certification, L..L.C.

Address:

City, State, Zip Code:

Voice Telephone Number:
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REGISTRAR'S CERTIFICATE

Wells Fargo Bank, N.A., as Registrar for the $48,755,000 General Obligation Bond Anticipation
Notes, Series 2009, dated March 10, 2009 (the “Notes”), of Beaufort County, South Carolina (the
“County”), does hereby certify that:

1. The Registrar has been granted all powers necessary and the right to act as
Registrar by the Office of the Comptroller of the Currency and is thereby and by the laws of the United
States of America and of the State of South Carolina empowered to act as Registrar for the Notes. The
Registrar has authenticated the Notes by having the Registrar's Certificate of Authentication signed by
authorized officers of the Registrar and has delivered the Notes to the Depository Trust Company in New
York, New York for the account of J. P. Morgan Securities, Inc.

2. Set forth below, opposite the name and title of the above-mentioned officers of the
Registrar is a specimen of the signature of each authenticating officer:

Name Title
ARTHUR G. MOSLEY Il VICE PRESIDENT
3. The persons indicated above were at the time of the authentication of the Notes and

are now duly elected, qualified and acting incumbents of their offices, and pursuant to authorization from
the Board of Directors of the Registrar such persons, in their official capacities, are authorized to
authenticate the Notes for and on behalf of the Registrar.

In witness whereof, Wells Fargo Bank, N.A. has caused this certificate to be executed and
its official seal impressed thereon by one of its officers this 10™ day of March, 2009.

WELLS FARGO BANK, N.A., as Registrar
(SEAL)

By: ?@m 1 Q&'Q/U\Dcfs

Its: VIGE PRESIDENT
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CERTIFICATE AS TO ISSUE PRICE

This certificate is furnished by J. P. Morgan Securities, Inc., the book-running senior manager of the
underwriters of the $48,755,000 General Obligation Bond Anticipation Notes, Series 2009 (the “Notes”),
dated March 10, 2009, of Beaufort County, South Carolina (the “County”) to establish the “issue price” of
the Notes within the meaning of Section 1273 of the Internal Revenue Code of 1986, as amended.

WE HEREBY CERTIFY as follows:

1. The Underwriter has offered the Notes to the public in a bona fide offering at the initial
offering price or yield (expressed as a percentage of principal amount and exclusive of accrued interest) set
forth below (the “Initial Offering Price”).

2. At the time (February 24, 2009, the “Sale Date™) the Notes were awarded to us at a
competitive sale, the Underwriter reasonably expected to sell at least 10% of the aggregate face amount of
the Notes to the public (excluding bond houses, brokers or similar persons acting in the capacity of
underwriters or wholesalers) at the Initial Offering Price.

Maturity Date Principal Amount Yield Reoffering Price
March 10, 2010 $48,755,000 0.58% 101.163%
3. For purposes herein, the undersigned has determined the aggregate reoffering price of the

Notes to be $49,322,020.65 representing the sum of (a) the aggregate principal amount of the Notes equal to
$48,755,000.00, plus an original issue premium of $567,020.65. The price paid for the Notes does not
exceed the fair market value of such Notes of the Sale Date.

4. No Notes were sold in exchange for property.

We assume no obligation to advise you of any changes that come to our attention subsequent to the
date hereof and that would have caused us to alter in any respect the information set forth herein. We
understand that the County and bond counsel will rely upon this Certificate, among other things, in reaching
a conclusion that the yield on the Notes can be computed on the basis, in part, of the price paid for the Notes
and that the Notes do not constitute “arbitrage bonds” within the meaning of Section 148 of the Internal
Revenue Code of 1986, as amended.

Dated as of the 10™ day of March, 2009.

L. P MORGAN SECURITIES, INC.

By: 47? 4&( ///Lﬂwf’?

Ti tléw/ / \\]
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PURCHASER'S RECEIPT FOR THE NOTES

J. P. Morgan Securities, Inc. acknowledges receipt of $48,755,000 General Obligation Bond
Anticipation Notes, Series 2009, of Beaufort County, South Carolina (the “Notes”). The Notes are as of
the date hereof in book-entry-only form; dated March 10, 2009; bear interest from their date at the rate of
1.75% per annum; and mature on March 10, 2010.

J. P. MORGAN SECURITIES, INC.

Dated: March 10, 2009
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ANDERSON

MCNAIR

March 10, 2009

Beaufort County Council
Beaufort, South Carolina

BEAUFORT COUNTY, SOUTH CAROLINA
GENERAL OBLIGATION BOND ANTICIPATION NOTES, SERIES 2009
$48,755,000

We have served as bond counsel for Beaufort County, South Carolina (the
“County”) in connection with the issuance of $48,755,000 General Obligation Bond
Anticipation Notes, Series 2009 dated March 10, 2009 (the “Notes”). In such capacity,
we have examined such law and certified proceedings, certifications, and other
documents as we have deemed necessary to render this opinion.

Regarding questions of fact material to our opinion, we have relied on the
certified proceedings and other certifications of public officials and others furnished us
without undertaking to verify the same by independent investigation.

Based on the foregoing, we are of the opinion that, under existing law:

1. The Notes have been authorized and executed by the County and are
valid and binding general obligations of the County.

2. The County has power and is obligated to levy and collect annually a tax,
without limit, on all taxable property in the County sufficient to pay the principal of and
interest on the Notes as they respectively mature and to create such sinking fund as may
be necessary therefor.

3. Interest on the Notes is excludable from gross income for federal income
tax purposes under existing laws, regulations, rulings and judicial decisions. The interest
on the Bonds is not an item of tax preference for purposes of the federal alternative
minimum tax imposed on individuals and corporations nor is such interest taken mnto
account in determining adjusted current earnings for the purpose of computing the
alternative minimum tax imposed on certain corporations. The opinions set forth in the
preceding sentences are subject to the condition that the County comply with all
requirements of the Internal Revenue Code of 1986, as amended, that must be satisfied
subsequent to the issuance of the Notes in order that interest thereon be, or continue to be,
excludable from gross income for federal income tax purposes. The County has
covenanted to comply with the requirements. Failure to comply with certain of such
requirements may cause the interest on the Notes to be included in gross income for
federal income tax purposes retroactively to the date of issuance of the Notes.

BLUFFTON CHARLESTON CHARLOTTE COLUMBIA GEORGETOWN GREENVILLE

HILTON HEAD

ATTORNEYS

McNair Law Firm, P. A

The Tower at 1301 Gervais
1301 Gervais Street

17th Floor

Columbia, SC 29201

T (803) 799-9800

F (803) 753-3277

Mailing Address
Post Office Box 11390

Columbia, SC 28211

mcnair.net

MYRTLE BEACH



Beaufort County Council

10,2009 MCNAIR

ATTCRNEYS

4. Under the laws of the State of South Carolina, the Notes and the interest thereon are
presently exempt from all taxation in the State, except estate or other transfer taxes. It should be noted,
however, that Section 12-11-20, Code of Laws of South Carolina 1976, as amended, imposes upon every
bank engaged in business in the State a fee or franchise tax computed on the entire net income of such
bank which includes interest paid on the Notes.

The rights of the owners of the Notes and the enforceability of the Notes are limited by
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights
generally, and by equitable principles, whether considered at law or in equity.

We express no opinion regarding the accuracy, adequacy, or completeness of the Official

Statement relating to the Notes. Further, we express no opinion regarding tax consequences arising with
respect to the Notes other than as expressly set forth herein.

This opinion is given as of the date hereof, and we assume no obligation to revise or supplement
this opinion to reflect any facts or circumstances that may hereafter come to our attention, or any changes
in law that may hereafter occur.

Very truly yours,
McNAIR LAW FIRM, P.A.

By: 7;‘;1@—; ﬁ/é@“

A Member of the Firm






