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shown here or File /
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pages or the current
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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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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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 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 
 
 1. Certificate of Clerk of Court for Beaufort County, South Carolina (the “County”). 
 
 2. Certified copy of a Resolution of the County Council of the County, adopting the Council-

Administrator form of government for the County. 
 
 3. Certificate of Incumbency of certain officials of the County. 
 
 4. Certificate of Incumbency of members of the County Council. 
 
 5. Certificate of Auditor. 
 
 6. Copy of Ordinance No. 2006/3 Ordering Referendum. 
 
 7. Pre-clearance letter from U.S. Department of Justice. 
 
 8. Copy of Resolution No. 2006-37 Declaring Results of Referendum. 
 
 9. Certificate of Treasurer. 
 
 10. Affidavits of Publication of Notice of Public Hearing in The Island Packet on August 8, 

2008. 
 
 11. Certified copy of Ordinance No. 2008/34. 
 
 12. Certified copy of Minutes. 
 
 13. Affidavits of Publication of Summary Notice of Sale in The State on February 17, 2009 
 
 14. Preliminary Official Statement. 
 
 15. Notice of Sale and Bid Form. 
 
 16. Report of Chief Financial Officer. 
 
 17. Filing for Debt Issue of Political Subdivision. 

COLUMBIA 946880v1 



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

COUMTY 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

IN WITNESS WK[EREOF, I have hereunto set my hand and the official seal this/*^ day of
.2009. ,^T^^ Ay^^Xi<" ^=l/X

Clerk of Court for Beaufort County, South Carolina

(SEAL)

COLLMBIA 949544v!



EXHIBIT A

CLOSING MEMORANDUM

DOCUMENTS RELATING TO THE ISSUANCE
AND SALE OE $48,755,000 GENERAL OBLIGATION BOND

ANTICIPATION NOTES, SERIES 2009
OF BEAUEORT COUNTY, SOUTH CAROLINA

Dated: March 10,2009

A. Documents Filed with Clerk of Court

1. Certificate of Clerk of Court for Beaufort County, South Carolina (the "County")-

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

3. Certificate of Incumbency of certain officials of the County.

4. Certificateof Incumbency of members of the County Council.

5. Certificate of Auditor.

6. Copy of Ordinance No. 2006/3 Ordering Referendum.

7. Pre-dearance letter from U.S. Department of Justice.

8. Copy of Resolution No. 2006-37 Declaring Results of Referendum.

9. Certificate of Treasurer.

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

11. Certified copy of Ordinance No. 2008/34.

12. Certifiedcopy of Minutes.

13. Affidavits of Publication of Summary Notice of Sale in The State on February 17, 2009

14. Preliminary Official Statement.

15. Notice of Sale and Bid Form.

16. Report of Chief Financial Officer.

17. Filing for Debt Issue of Political Subdivision.

COLUMBIA 949544VI



R E S O L U T I O N

i t ^ Of STArE OF 30 'UM"' CiA.KUL.;N,H

li ADOPTING THE COUNCIL-ADM] NISTRATOR FORM OF GOVERNMENT FOR THE COUNTY OF
11

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

il SOUTH CAROLINA.

•" • WHEREAS, Section 14-3701 (b) of the Code of Laws provides that I

I
unless otberwise determined by referendum prior to July 1, 1976, the

I
County s h a l l beginning on that date have the form of government including

the method of e l e c t i o n , number, composition and terras of the governing

body most near ly corresponding to the form in ef fec t in the county

immediately p r io r to tha t da te ; and

WHEREAS, the General Assembly has determined in Section 14-370L (b) j

of the Code of Laws tha t Beaufort County was opera t ing under the Council-

Administrator form immediately p r i o r to the date of July 1, 1976; and

WHEREAS, the governing body of Beaufort County consis ted of nine

members, with three e lec ted at large and s i x e lec ted from d i s t r i c t s for two

year terms; and

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

to determine a form pr io r to July 1, 1976.

NOW THEREFORE BE IT RESOLVED in accordance with Section 14-370J (b)

tha t Beaufort County hereby adopts the Council-Administrator form of

government.

BE IT FURTHER RESOLVED tha t the County Council s h a l l be composed

of nine members with three e lec ted at large and s ix e lec ted from d i s t r i c t s

for two year terms.

ADOPTED THIS 28th Day of June, 1976.

WITNESSES: COUNTY COUllCIi OF BEAUFORT COUNTY

y-v?fe2^<X.-

•i-^itiiiLi^OOli^^ 'kVi,\:Xll^jJ:V Attest: .-''CfTo/̂ -'̂ ^Cf J^/ •^Jj/'{(^iA^/^U;,.-<^\_,

\^ T Nancy A..y?fcirkovich, cierk to Couiic|l

i r



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 94S323V1



STATE OF SOUTH CAROLINA )
) CERTIFICATE OF INCUMBENCY

COUNTY OF BEAUFORT )

I, 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
RickCaporale 1/2007 12/2010
Steven Baer 1/2007 12/2010
Stewart H. Rodman 1/2007 12/2010
William E. McBride 1/2009 12/2012
Gerald Dawson 1/2009 12/2012
Paul Sommerville 1/2007 12/2010
Herbert N. Glaze 1/2009 12/2012
Brian Flewellmg 1/2009 12/2012
Jerry Stewart 1/2007 12/2010
Eaura Van Ilarten 1/2007 12/2010

2. Wm. Weston J. Newton is Chairman of the County Council, his term Oif 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, I have hereunto set my hand and the official seal of the County this 10th day of
March, 2009.

rv li
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. Ramey is presently Clerk of the Council, her term of office having commenced March 24, 1986, and will
expire at the pleasure of the Council.

Chairman, County Council, Beaufort County,
South Carolina

COLUMBIA 946775\i



STATE OF SOUTH CAROLINA )
) CERTIFICATE OF AUDITOR

COUNTY OF BEAUF'ORT )

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 County, South Carolina

COLUMBIA 948303vl



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 Count}' 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 I. 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.

1



(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 genera! 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.

(f) 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 fi-om 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 polls 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. Notice 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;

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

(d) To appoint Managers of Election;

(e) To provide a sufficient number 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. SeverabiUty. If 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, lawfiil
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.

COIINTX COUNCIL O F BEAUFORT COUNTYJOIWTY COUNCIL OF BEAUFORT C'

Wm. Weston. J. Newton, Chairman
APPROVED AS TO FORM

Kelly J/Gold^,raiquire
Beaufort County Staff Attorney

(SEAL)

ATTEST:

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 2006/2

THE BEAUFORT COUNTY RURAL AND CRITICAL LAND PRESERVATION ORDINANCE, AS
AMENDED

B-1



DIVISION 1. GENERALLY

Sec. 94-6L 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 sanctuaiy, 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: Defmitions generally, § 1-2.

Sees. 94-65-94-90. Reserved.

DIVISION 2. COUNTY RURAL AND CRITICAL LANDS PRESERVATION BOARD*

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

Sec. 94-9L 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 foT
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.
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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.

Sees. 94-98-94-168. Reserved.
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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

BEAUFORT COUNTY, SOUTH CAROLINA

Precinct
No.

Initials of Issuing Officer

Local Ouestion 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 defiraying 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 Caxolina (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 Ouestion 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."

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 majorit;/ 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 Carolina 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 sepai-ated fi-om 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 fi-om 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 1 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 a.m. 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

Beaufort 1

Beaufort 2

Beaufort 3

Burton lA

Burton IB

LOCATIONS 1 TELEPHONE NUMBER

Neighborhood Activity Center
Green Street Gym
1001 Hamar Street
Beaufort, South Carolina
Neighborhood Activity Center
Green Street Gym
1001 Hamar Street
Beaufort, South Carolina
Neighborhood Activity Center
Green Street Gym
1001 Hamar Street
Beaufort, South Carolina
Broad River Elementary School
474 Broad River Boulevard
Beaufort, South Carolina
Robert Smalls Middle School
43 W.K. Alston Road
Beaufort, South Carolina

843-525-7066

843-525-7066

843-525-7066

843-322-8400

843-322-2500
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Burton lC

Burton 2A

Burton 2B

Burton 2C

Burton 3

Chechessee

Dale / Lobeco

Lady's Island lA

Lady's Island IB

Lady's Island 2A

Lady's Island 2B

Lady's Island 3A

Lady's Island 3B

Mossy Oaks lA

Joseph Shanklin Elementary School
121 Morrall Drive
Beaufort, South Carolina
Shell Point Elementary School
81 Savannah Highway
Beaufort, South Carolina
District Service Center (Old Name)
District Instructional Support Center (Name Change -
New)
(Old Battery Creek School)
2900 Mink Point Boulevard
Beaufort, South Carolina
District Service Center (Old Name)
District Instructional Support Center (Name Change -
New)
(Old Battery Creek School)
2900 Mink Point Boulevard
Beaufort, South Carolina
Robert Smalls Middle School
43 W.K. Alston Road
Beaufort, South Carolina
Comprehensive Health Center (Meeting Room)
721 Okatie Highway
Okatie, South Carolina
James J. Davis Elementary School
364 Keans Neck Road
Beaufort, South Carolina
Lady's Island Middle School
30 Cougar Drive
Beaufort, South Carolina
Lady's Island Elementary School
73 Chowan Creek Bluff
Beaufort, South Carolina
Coosa Elementary School
45 Middle Road
Beaufort, South Carolina
Coosaw Island Community Center
(David Smith Coosaw Island Sams Point Community
center - Name Change)
140 Coosaw River Drive
Beaufort, South Carolina
Broomfield Recreation Center
205 Brickyard Point Road
Beaufort, South Carolina
Lady's Island Airport
39 Airport Circle
Beaufort, South Carolina
Corner Stone Christian Church
(Formerly Central Christian Church)
2301 First Boulevard

843-466-3400

843-322-2800

843-322-0744

843-322-0744

843-322-2500

843-987-7400

843-466-3600

843-322-3100

843-322-2240

843-322-6100

843-525-0822

843-525-4094

843-770-2003

843-525-9228
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Mossy Oaks IB

Mossy Oaks 2

Port Royal 1

Port Royal 2

Seabrook 1

Seabrook 2

Seabrook 3

Sheldon 1

Sheldon 2

St. Helena lA

St. Helena IB

St. Helena lC

St. Helena 2A

St. Helena 2B

St. Helena 2C

Beaufort, South Carolina
Beaufort Middle School
2501 Mossy Oaks Road
Beaufort, South Carolina
Mossy Oaks Elementary School
2510 Mossy Oaks Road
Beaufort, South Carolina
Port Royal Fire Station
1750 Paris Avenue
Port Royal, South Carolina
Port Royal Fire Station
1750 Paris Avenue
Port Royal, South Carolina
Beaufort County Public Works (Road and Bridges
Department)
120 Shanklin Road
Beaufort, South Carolina
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
Grays Hill Community Center
45 Bruce K. Smalls Boulevard
Beaufort, South Carolina
Elijah Washington Health Clinic
211 Paige Point Road
Sheldon, South Carolina
Booker T. Washington Community Center
182 Booker T. Washington Circle
Big Estate, South Carolina
Penn Center, Inc. (Frissell Community House)
6 Penn Center Circle West
St. Helena Island, South Carolina
Scott Community Center
242 Scott Hill Road
St. Helena Island, South Carolina
Polawanna Fire Station 24 (Lady's Island / St. Helena
Station 24 - Name Change)
100 Polowanna Road
St. Helena Island, South Carolina
St. Helena Elementary School
1025 Sea Island Parkway
St. Helena Island, South Carolina
Seaside Community Center
130 Seaside Road
St. Helena Island, South Carolina
Fripp Island Community Center - All Faith Chapel
205 Tarpon Boulevard

843-322-5700

843-322-2900

843-986-2248

843-986-2248

843-846-3910

843-846-3612

TBA (To Be
Announced)

843-846-8148

843-846-3960

843-838-2432

843-838-8300

843-838-8308

843-838-0300

843-838-8118

843-838-2207
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Bluffton lA

Bluffton IB

Bluffton lC

Bluffton ID
(New Precinct)

Bluffton 2A

Bluffton 2B

Bluffton 2C

Bluffton 3A

Bluffton 3B

Bluffton 4A

Bluffton 4B

Bluffton 4C
(New Precinct)

Bluffton 5
(New Precinct)

Palmetto Bluff
(New Precinct)

Belfair
(New Precinct)

Sun City lA

Sun City IB

Fripp Island, South Carolina
Bluffton Town Hall
20 Bridge Street
Bluffton, South Carolina
The Bluffton Township District Station 30
2 Bridge Street
Bluffton, South Carolina
Bluffton Town Hall
20 Bridge Street
Bluffton, South Carolina
M.C. Riley Elementary School
200 Burnt Church Road
Bluffton, South Carolina
M.C. Riley Elementary School
200 Burnt Church Road
Bluffton, South Carolina
Bluffton Elementary School
160 H.E. MeCracken Circle
Bluffton, South Carolina
Bluffton Elementary School
160 H.E. MeCracken Circle
Bluffton, South Carolina
Bluffton Recreation Center
Ulmer Road
Bluffton, South Carolina
M.C. Riley Elementary School
200 Burnt Church Road
Bluffton, South Carolina
H.E. MeCracken Middle School
250 MeCracken Circle
Bluffton, South Carolina
H.E. MeCracken Middle School
250 McCraeken Circle
Bluffton, South Carolina
Bluffton Community Center
Goethe Road
Bluffton, South Carolina
Bluffton Elementary School
160 H.E. MeCracken Circle
Bluffton, South Carolina
Village of Palmetto Bluff
6 Boat House Street
Bluffton, South Carolina
Belfair Activity Center
2 Summerton Drive
Bluffton, South Carolina
Pinckney Hall
114 Sun City Lane
Bluffton, South Carolina
Pinckney Hall

843-706-4500

843-757-2800

843-706-4500

843-706-8300

843-706-8300

843-706-8500

843-706-8500

843-757-1503

843-706-8300

843-706-8700

843-706-8700

TBA (To Be
Announced)

843-706-8500

TBA (To Be
Announced)

TBA (To Be
Announced)

843-705-4049

843-705-4049
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Sun City 2

Sun City 3A

Sun City 3B
(New Precinct)

Sun City 4A
(New Precinct)

Sun City 4B
(New Precinct)

Daufiiskie

Hilton Head lA

Hilton Head IB

Hilton Head 2A

Hilton Head 2B

Hilton Head 2C
(New Precinct)

Hilton Head 3

Hilton Head 4A
and4B

Hilton Head 4C

Hilton Head 4D

Hilton Head 5A

114 Sun City Lane
Bluffton, South Carolina
Pinckney Hall
114 Sun City Lane
Bluffton, South Carolina
Pinckney Hall
114 Sun City Lane
Bluffton, South Carolina
Hidden Cypress
672 Col. Thomas Heyward Road
Bluffton, South Carolina
Hidden Cypress
672 Col. Thomas Heyward Road
Bluffton, South Carolina
Hidden Cypress
672 Col. Thomas Heyward Road
Bluffton, South Carolina
Daufiiskie Fire Station
400 Haig Point Road
Daufuskie, South Carolina
Hilton Head Elementary School for the Creative Arts
(Blue Building)
10 Wilborn Road
Hilton Head Island, South Carolina
Hilton Head Elementary School for the Creative Arts
(Blue Building)
10 Wilborn Road
Hilton Head Island, South Carolina
Indigo Pines
110 Gardner Drive
Hilton Head Island, South Carolina
Hilton Head Recreation Association (Name Change)
20 Wilborn Road
Hilton Head Island, South Carolina
Indigo Run Community Center
Indigo Pines Plantation
Hilton Head Island, South Carolina
St. James Baptist Church Annex
Beach City / Dillon Road
Hilton Head Island, South Carolina
The Cypress Club
20 Lady Slipper Lane
Hilton Head Island, South Carolina
Plantation House
235 Seabrook Drive
Hilton Head Island, South Carolina
Plantation House
235 Seabrook Drive
Hilton Head Island, South Carolina
Plantation House

843-705-4049

843-705-4049

TBA (To Be
Announced)

TBA (To Be
Announced)

TBA (To Be
Announced)

843-785-2116

843-342-4380

843-342-4380

843-342-3228

843-681-7273

TBA (To Be
Announced)

843-681-6446

843-689-7000

843-681-8090

843-681-8090

843-681-8090

C-6



Hilton Head 5B

Hilton Head 5C

Hilton Head 6A

Hilton Head 6B

Hilton Head 7A

Hilton Head 7B

Hilton Head 8A

Hilton Head 8B

Hilton Head 9A

Hilton Head 9B

Hilton Head 10

Hilton Head 11

Hilton Head 12

Hilton Head 13

Hilton Head 14

Hilton Head 15A

235 Seabrook Drive
Hilton Head Island* South Carolina
Plantation House
235 Seabrook Drive
Hilton Head Island, South Carolina
Plantation House
235 Seabrook Drive
Hilton Head Island, South Carolina
First Presbyterian Church
540 William Hilton Parkway
Hilton Head Island, South Carolina
First Presbyterian Church
540 William Hilton Parkway
Hilton Head Island, South Carolina
Christ Lutheran Church
829 William Hilton Parkway
Hilton Head Island, South Carolina
Self Family Art Center (Old Name)
Arts Center of Coastal Carolina (Name Change)
14 Shelter Cove Lane
Hilton Head Island, South Carolina
St. Luke's Episcopal Church
50 Pope Avenue
Hilton Head Island, South Carolina
St. Luke's Episcopal Church
50 Pope Avenue
Hilton Head Island, South Carolina
Central Church
975 William Hilton Parkway
Hilton Head Island, South Carolina
Central Church
975 William Hilton Parkway
Hilton Head Island, South Carolina
Spanish Wells Club Pavilion
1 Brams Point Road
Hilton Head Island, South Carolina
St. Andrews By-The-Sea UMC
20 Pope Avenue
Hilton Head Island, South Carolina
The Seabrook of Hilton Head, Inc.
300 Woodhaven Drive
Hilton Head Island, South Carolina
First Baptist Church
2100 South Forest Beach Drive
Hilton Head Island, South Carolina
Sea Pines Plantation Club
100 North Sea Pines Drive
Hilton Head Island, South Carolina
Community Services Associates, Inc.
1785 Greenwood Drive

843-681-8090

843-681-8090

843-681-3696

843-681-3696

843-785-5560

843-686-3945

843-785-4099

843-785-4099

843-686-5995

843-686-5995

843-681-2819

843-785-4711

843-842-3747

843-785-4478

843-842-1498

843-671-1343
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Hilton Head 15B

Absentee / Fail
Safe (Beaufort)

Absentee / Fail
Safe (Hilton Head)

Hilton Head Island, South Carolina
Sea Pines Plantation Club
100 North Sea Pines Drive
Hilton Head Island, South Carolina
Beaufort County Board of Elections and Voter
Registration Office
102 Industrial Village Road
Beaufort, South Carolina
Hilton Head Town Center
1 Town Center Court
Hilton Head Island, South Carolina

843-842-1498

843-470-3752

843-341-4604

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 he 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 Carolhia, Telephone 843-470-3759.

^d/
Wm. Weston J. Newton, Chairman
Beaufort County Council

^r7-tAl_-
/ Je§r( Sulc, Chairman
^-fieaufdrt County Board of Elections and

Voter Registration
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STATE OF SOUTH CAROLINA )
)

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 / ^ " day of^^rcxcc<y 2006

Clerk to Council, Beaufort County Council
Suzanne M. Rainey

(SEAL)
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o o U.S. Departfflrat orrostice

Civil Rights Division

TlfT-M^iP •<?Kfr.-irili Voting Seclim-NWB

D J lm-Ql2-5 WmMnsfm. DC 20SiO
2006-5888

October 11,2006

Kelly J. Golden, Esq.
StaffAttoraey
P.O. Drawea-1228
Beaufort, South Carolina 29901-1228

Dear ie . Golden:

This refers to the procedures for conducting the November 7j 2006, special bond sod tax
election, for Beaufort County, Soufli Carolina, submitted to the Attorney General pursuant to
Section 5 of the Voting Rights Act, 42 U.S.C. 1973c. 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
tiot bar subsequent litigation to enjoin the enforcement of ihe change. Procedijres for the
Administration of Section 5 of the Voting Eights Act (28 CF.R. S1.41).

Sincerely,

John Taiiner
Chief, Voting Section
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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.

4TY CpUNCIL OF BEAUFORT COUNT

Wm. Weston J. Newton, Chairman
ATTEST:

J ^ I = L ^yi^f^/J- <3UL> A,

Suzanne M. Rainey, Clerk to Council



STATE OF SOUTH CAROLINA

COUNTY OF BEAUFORT
CERTIFICATE OF TREASURER

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

04-15-2001
03-01-2002
06-15-2003
10-15-2004
11-02-2006
11-30-2006
10-03-2007
11-07-2007

Total

Interest Rates Maturity Dates Amount Outstanding

$ 3,000,000
13,475,000
20,850,000
29,600,000
16,650,000
29,500,000
25,350,000
17.255,000

$155,680,000

4.25%-4.50%
4.00%-5.00%
2.25%-5.00%
3.00%-5.00%
3.50%-8.00%
4.00%-5.00%
4.00%-5.00%
4.00%-5.00%

02/01/2010-11
02/01/2010-22
02/01/2010-23
02/01/2010-25
03/01/2009-26
03/01/2009-26
03/01/2009-27
02/01/2010-20

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

Treasurer, Beaufort CQinty, South Carolina

COLUMBIA 948300vi
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STATE OF
SOUTH CAROLINA
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.

^ 6 LL^a Ph'

Sara Johnson Borton,
Publisher

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

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



NOTICE OF PUBLIC
HEftRING

Notice is hereby given
that a public hearing will
be held by the County
Council of Beaufort Couh-
ty. South Carolina (tile
"County"), in the Bluffton
Branch Library, 120 Pal-
metto Way. B lu f f t on ,
South Carolina, at 6:00
p,m- on Monday, August
25, 2008.

The purpose of the pub-
lic hearing is to consider
an Ordinance providing
for the issuance and sale
of General Obl igat ion
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
purpcfses of providing
funds (i) to defray the
costs of: the County Rural
and Critical Land Preser-
vation Program by pur-
c h a s i n g open l a n d ,
development rights and
conversation easements
in all areas of Beaufort
County (the "Referen-
dum Projects"); ( i i) 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 will
be used to pay the prin-
cipal and interest on the
Notes, In addit ion, the
full faith, credit, and tax-
ing power of the County
will be pledged for the
payment of the principal
of and ki terest on the
Boiids and a tax, without
l imit, wil l be levied op
and collected annually, in
the same manner other
County taxes are levied
and collected, on all tax-
able p roper t y 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 will be given
an o p p o r t u n i t y 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 )
) CERTBFED 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; FDCING 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.

CT^^y- .C tLS^ f\_ )^JLJ> .

Clerk to County Council of Beaufort County,
South Carolina

(SEAL)

COLUMBIA 9468S4v1



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

COLUMBIA 927255v2
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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.

(c) 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, Uien 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.

(f) 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.

(g) 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 necessaty 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 pan; of another issue of
bonds comprising the Bonds and separately authorized bonds. The Bonds may be desipated 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 Notes. 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 l(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 fonn 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 installments 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 debts.

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 South 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 5. Registrar/Plying 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 putilic and private debts. Within twenty-four hours of the sales of the Notes, the Countj' 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 my 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
ISth 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 destroyed, or be so defaced as to impair the value thereof to the
ovmer, 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 bome by the applicant
therefor.

SECTION 9. 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
depositor>' 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 (e) 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 flinds 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, Stale 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 font) 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 IS. 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 l(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 in a
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 purchaser of the Notes together with the Notice of
Sale of Uie Notes. The County Council authorizes the County Administrator to designate the Preliminary
Official Statement as "near final" for purposes of Rule 15c2-12 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
reinve^ment 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.

(e) 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 Q^sfer 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 iirevocable
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
(aXiv) 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 ri^ts 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
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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 proc^ds 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(0 of the Code and any regulations promulgated thereunder.

(c) 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 I5c2-12 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 af 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
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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.

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 proceeding 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 S*" day of September, 2008.

)kT COUNTY, SOUTH CAROLINA

Chair of County Council

(SEAL)

ATTEST:

j _ ^ Z i _ j _ < ; x _ _ ^ • t f - _ _ - • _ i ? - ' ' r l " * '

Clerk [o County Council

First Reading. By Title Only: J u l y 2 8 , 2008
Second Roadina: August ! L 2008
Public Hearing: .August I;5, 200S
Tiii'd and f inai Reading: September S, 2008
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EXHIBIT A

PROJECT UST

$20,000,000.00Rural and Critical Lands Program

CIP Projects for FY 2007 - 2008
Land Acquisition - Law Enforcement
Land Acquisition - DSN Administration Building
Upgrade / Replace Radio Equipment
Specialized Equipment - Traffic Management
Specialized Equipment - Broadcast meetings
Software Upgrade - Tax System / CAIVIA
CC Haigh Boat Landing
Port Royal Sands Boat Landing
Buchwalter Park Recreation Center
Burton Wells Park - Phase II
Coastal Discovery Museum - Town of Hilton Head
St Helena Library

Contingency

1,000,000.00
1,000,000.00
8,000.000.00

410,000.00
32,000.00

800,000.00
750,000.00
750.000.00

1,800,000.00
1,600,000.00

300,000.00
2,255,000.00

58.000.00
$18,755.000.00

Law Enforcement / Detention Center $10,000,000.00

$48,755,000.00Total
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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 „ on the ____ 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 II, 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
Expository. 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 S5,000 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 OlEficer
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The following abbreviations, when used in the inscription on the face of this Note, shall be
construed as though they were written out in fiill according to applicable laws or regulations.

UNIF GIFT MIM ACT -

Custodian

TEN COM - as tenants in common

TEN ENT - as tenants by the
entireties

JT TEN - as joint tenants with right
of survivorship and not as
tenants in common

(Cust) (Minor)

under Uniform Gifts to Minors
Act

(state)

Additional abbreviations may also be used though not in above list.

(FORM OF ASSIGNMENT)

FOR VALUE RECEIVED, the undesigned 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 fall power of
substitution in the premises.

Dated:

(Authorized Officer)Signature Guaranteed

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 aiy change
whatever

Signature must be guaranteed by
a participant in the Securities Transfer
Agent Medallions Program (STAMP)
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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, Smclaire
& 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.
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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 infomnalities 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)(l) of Rule 15c2-12 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 C : L O S I N G CERTIFICATES: The Countx will furnish upon deli\cr> of the
Noses: a Receipt for the Nirtes; a Signaiutv and No-I.itigatioi} Certificate: a Rule 15c2-!2 Certificate: a
1-edenii Tax C'enificalc. and the approvinii opinion of McNair i ,a\v Firm. l*.A.. Cokiiribia. South Carolina.
a> Bond CoutiseL all uitlHUit cost to the purcha^ers,

INFORMATION FROM PURCHASER: At or belure deliverx'. the purchaser of the Notes ^hali
provide a certificate to the Countj in a form acceptable to Bond Couii.sel stating the information neces.sar\
lo enable the Coiini} lo determine the is.siie price of the N'oie-> as dellticd in Section 1273 or 1274 of tlie
hiternui Revenue Code of 1986, as amended.

ADDITIONAL INFORMATION: The l>re!imiHar> Oftleial Statement. Official Notice of Sale and
Official Bid Form of the County \uth respect to the Noteb are a\ailahle %ia the internet at
liilc,: ,>\u'w.r?samunJA;ttm and will he ftiniislietl to ain per^oi) interested in bidding for the Notes upon
request to McNair Law Finn, P. A,, Po%t (Jifice Box ri39t). Columbia. South Carolina 202!!. attention:
Francenia B. lleizer. lisquire. telephone (803) 799-Q800. e-mail: lliei/er</'mcnair.nct. The Freliminan
OlTieial Statenicni shall be revitwcd by bidJeri prior to submitting a bid. Bidders ma% not rei\ on this
Official Notice of Sale as to the complete information concerning the Notes. For additional infonnaiion,
please contact ihe Count>"s Financial Adiib.ir. Brian N'urick. Ross. Sinclaire <k. A.ssociates. 12n>
Assemhiv Street. C'oluiiibia. Soisth Carolina 29201. telephone (SOU) 255-0795. e-niaii:
bniirick'« rsannini.coni.

. 2008
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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 "Countii'"), in the Bluflfton Branch Libraiy, 120 Palmetto Way, Bluffton, 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
collects! 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
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EXHIBIT E

FORM OF NOTICE OF ADOPTION OF AN ORDINANCE

NOTICE OF ADOPTION OF AN ORDINANCE

Notice is hereby given that on j, 2008, the Beaufort County Council adopted an
ordinance entitled: Ordinance No. "AUTHORIZING THE ISSUANCE AND SALE OF NOT
EXCEEDING 548,755,000 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 Cierk of the
County Council, the initiative and referendum provisions of South Carolina law. Sections 4-9-1210 to 4-
9-1230, 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 Council
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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 I am the recorder and custodian of the official records of the Counfy Council of the Counfy and that
attached hereto are copies of the excerpts of minutes of meetings of the Counfy 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.

r v ^/ -^^ac^x- 4..A- J '<-- lU.j:> ^

Clerk to Counfy Council of Beaufort Counfy,
South Carolina

(SEAL)
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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
large meeting room of the Bluffton Branch Library, 120 Palmetto Way, Bluffton, South Carolina.

ATTENDANCE

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

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

NVOCATION

\/lr. Herbert Glaze gave the Invocation.

MOMENT OF SILENCE

;;pl. Mike Brewton

rhe Chairman called for a moment of silence in remembrance of Cpl. Mike Brewton, who died July 22, 2008. He was an employee
)f the SherifTs Department.

BEVIEWOF PROCEEDING_SOFTH^RE^ULAR MEETING HELD JUNE 23. 2008

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

LwasjiToyMijyLidLMsBijde,_secoMed_M^^^M^ Glaze, that Council approve the j3rocee_dings_of: thexegylar meetjOQ held_ June J3,
:Q08.^Ihe vote wasj FOKj^ jJo Ba^er,_Mr. Caporale, Mr. Dawson. Mr. Glaze. Mr. M^Biid^e^ML^Newtgn^Mr. RodmarL Mr.
jo_[TirriMyHle.̂ .ML-_.SiewailJ\̂ . L̂  Vg Mr. W.R. Von Harten. The motion passed

ttp://library2.municode.com/minutes/Doc View/30071/1/224/239 2/28/2009



July 28,2008 Page 9 of 14
It was moved bY__Mr̂  Sommerville, as Land Management Committee Vice Chairman (no second required), that Council approve on
secondj:eMJngJexLjinieMmentgJ^oJhe_Beaufort County Zoning and Development Standards Ordinance, to the Beaufort County
Zoning and Developme_DtStandards^^Ordjria_nce),^ction 106-2103(C)—Multi-Family Developments (exempts affordable multi-family
deyejomi]ent_sjjBjo^0^jiTits^fromJie^one:::mJarter 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. Caporaje, Mr. Dawson. Mr. Glaze^MrJVlcBride. Mr. Stewart and Ms. L. Von Harten. OPPOSED - Mr. Sommerville
and^MLjW.R^\MLiJMeji^^BSTALNiD - 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

ILwas moved by Mr. McBride, as Community Services / Public Safety Committee Chairman (no second required), that C_ouncil
affiLoye^ri^MggDdj:gldincLa J?j:QgQsed_Disaster Recovery and Reconstruction Ordinance. The vote was: FOR - Mr. Baer. Mr.
Caporale. Mr. Qawson, Mr. Glaze. Mr. McBri^eJV|jiJjeMQnJ^,BQdDian, Mr. S_gDim̂ ^̂  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 Island.

TEXT AMENDMENTS TO THE BEAUFORT COUNTY STORMWATER UTILITY ORDINANCE. ARTICLE II. SECTION 99-108.
GENERAL,FUNDIN^_PQLICY (TO INCREASE THE SINGLE-FAMILY UNIT RATE)

It was moved by Mr. Glaze, as Public Services Committee Chairman (no second required), that Council approve on second reading
aJexLamendnieoMoJJie^^^BMuMili^guntY^tormwater Utility Ordinance, Article II, Section 99-108, General Funding Policy (an
jTCjgasej)! $5.57Ltg t̂he_^^^ it to a revised $50 rate). The vote was: FOR - Mr. Baer. Mr.
3ap_orMe,Ji4iî Oa\A^sonJVlL_Glaze^J^^ Ms. LJVon Harten, and Mr. VV,R. Von
Harten. OPPOSED - Mr. McBride. The motion passed •

rhe 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 EXCEiQ
S5.000.000

L,vvag_moyed_.idL,.̂ BQdrrian, seconded by Mr. Sommerville. that Council approve on first reading, by title only, an ordinance
autjTOjjzinga gejTeraLo^bJiaation_bOT^^

*/lr. Rodman stated during the FY 2009 budget process, administration had suggested that rather than pay for equipment out of the
general 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
structured with that in mind. As presently structured, staff is looking toward a three-year bond borrowing.

[hejlQle^as^.J^RjrJk^3aMJ!Sl^CaQorale,,^_M^ Dawson, Mr. Glaze. Mr. McBride, Mr. Newton. Mr. Rodman. Mr. Sommerville. Mr.
atewart. Ms. L. Von Harten and Mr. W.R. Von Harten. The motion passed .

AN^ORQ|NANCE-.AyTH0_RlZJNG A GENERAL OBLIGATION ANTICIPATION NOTE BORROWING OF AN AMOUNT NOT TO
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EXCEED $46.500.000

It was moved Mji_RMnTan^_secon^d^̂ ^ that Council approve on Jist reading,^ b only, an ordinance
authorizing^a^^enMgLoMgMiOT^jiycipationjTote bo^ 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 II $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.

The vote was: FOR - Mr. Caporale, Mr. Glaze, Mr. Newton, Mr. Rodman, Mr. SommeryiHe,JVlr. Stewart, JVLs. L. VgjiHarten and Mr.
W.R. Von HMeQ^_OPPj3SEDj:::jy!r̂ a_eLjV1iL_Daws_on and Mr. McBride. The motion passed

TEXT AIVLENDMENTSJIO^THE BEAUFORT COUNTY ZONING AND DEVELOPMENT STANDARDS ORDINANCE,
REGARDINGJllEiNIERIM^IAMDARDSXO^JHEiLUFFTON C^MMl̂ ^^

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 movedMLJ/yB^JVQnJHMem^asJ^oOteiTagemeMjCommittee Chairman (no second required), that Council agproyeonjjrst
eading, by title only, text amendments to the Beaufort County ZgD]ng_a_Di-Deve[opnneni^MDdaris Ordinance^^
niMoi^M§rdsJgLt±e_Bluffton^C^irjTi_uMy Preservation District (prospective application). The vote was: FOR - Mr. Baer, Mr.
SaBQralejy[!iI)^ajwsonJVIr^_Glaze,jyij^^ Mr. Rodman, Mr. Sommerville, Mr. Stewart, Ms. L. Von Harten and Mr.
A/.R. Von Harten. The motiorLgag_sed̂  .

SOUTHERN BEAUFORT COUNTY ZONING IMP^AJWEjmJ\lENr FORJR60PjMQ^Q03B;̂ 25,05_^ACRES_ AT1J270 FORDING
M=A!m_RQAD^IQ_BEJlNOWRMJANGER^OU71£XJ_BJDi^mOM (CE) fo^Pi-ANNED UNIT
DEVELOPMENT (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
along 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
jifferences 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

ittp://library2.municode.com/minutes/Doc View/30071/1/224/239 2/28/2009



July 28,2008 Page 14 of 14

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
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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
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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.

ATTENDANCE

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.

REVIEVIOFPROCEEDINGS^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 regularnneelng beJiJuJy 28,
2008. The vote was: FOR - Mr. Baer. Mr. CaBgiale,J\4L^DawsoiiJVir__GlazeJV1r. McBride. Mr. Newton. Mr. _RodmaiL Mr.
SMnm_e]:yilJeJV1ĵ ^Steyĵ , MsJ .̂,̂ V Mr. W.R. Von Harten. The motion passed . 7

PUBLIC COMMENT

rhe 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
bounty needs a transportation study.

vis. 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
appeared before Council many times regarding the naming of Robert Smalls Parkway. US Congressman Robert Smalls was a very
)rilliant man.

^r. John Smith, a Sheldon resident, stated the Bull Point Plantation housing project is located at the intersection of US Highways
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AN ORDINANCE AUTHORIZING A GENERAL QBUGATLON BOND BORROWING OF AN AMOUNT NOT TO EXCEED

$5.000.000

IL'A^asjiiwe^-byJML Rgdiiian^aj_£ii^^ Chairman (no second required), that Council aeproye on second leadioa 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,/.e.. Voice Over Internet Protocal (VoIP) 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 staffs 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.

TJie_vote,was;-£QR^dyir. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze, Mr. McBrlde, Mr. Newton, Mr. Rodman, Mr. Sommervllle, Mr.
Stewart, Ms. L. Von Ha[ten^^nd_Mr.J/y,R^^/on_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
large meeting room of the Bluffton Branch Library, 120 Palmetto Way, Bluffton.

AhLQRDlNANCEjfliyTHORIZING 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
nillion for Capital Improvement Projects, and $10 million for Law Enforcement and /or Detention Center upgrades. There are
Dotentially 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
jiscuss 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.

A/ithout objection from Council, the Chairman carried over consideration of second reading approval until the August 25, 2008,
Council meeting.

rhe 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 AMENDJiiNTS^TO THE BEAUFORT COUNTY ZONING AND DEVELOPMENT STANDARDS ORDINANCE,
APPENDIX J_(DALE^COMMUNITY PRESERVATION/CP). DIVISION 2 (DALE MIXED USE DISTRICT). SECT'C^N 2-7
ADDITIONAL D^EVELQPMEMTL^TANDARDS=PLACEiy!ENTliEXiMPTS C^MMiRCIAL DAYCARl CENTER^ FR^M
SIZ£EEQUIRE_MENXJN_DALECP MIXED USE DISTRICT)
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Pinckney Point Dock Permit and Buckingham Landing Dock Permit

llj/msjiLoved_^y_MLW,_R^JVonJiai1en,^e,c^^ by Mr. Caporale, that Council pursue the appropriate appeals relatjvejo Pinckney
MPiiJogJiagrmji^nOu^ckirigham^LMldin and engage Cotton Harness. Esquire, from_Charleston,_South Carolina, to_
rgDiesent the County's interest in that regard. The yote was: FOR - Mr._Ba r̂,_Mr. CaBorale_, Mr. Dawson. Mr. Glaze. Mr. McBride.
ML^NewtmJ^lil^QdilianjyLc Stg^^ Von Harten and Mr. W.R. Von Harten. ABSENT - Mr. Sommerville The OTotion
[3a_sŝ ed, .

Bull Point

Lt_WMJlloyeliyJV!iiW^,R.J^llJHa^r^^^^
Zoning Bô ard_pf App^eali.jjecision relatiye to a dock at Bull Point and, further, to seek agprppiiate legal counsel. The yote was:
FOR - Mr. Baer. Mr. Caporale, Mr. Dawson. Mr. Glaze. Mr. McBride. Mr. Newton, Mr. RQdnian_^J\/lr.̂ tewart,_Ms. L̂  Von Harten and̂
Mr. W.R. Von Harter^ A_BSENTj::JV1r._SMi!I!eryilJe^he 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.

ATTENDANCE

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.

REVlEJALQEPRQCEEDj^jGaOOH£REGyLAR MEETING HELD AUGUST 11. 2008

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

lt_was^moyed^byJ\dLj\^Bride^se^^ regular meetingJiejd Auaust I j ,
2008^Jhe_j^otejTOSL_FOR^:iJylr^Baer^ML.^CapoMe^ Mr. Glaze, Mr. McBride. Mr. Newton, Mr.^ojjTian, Mr
SomnTeryi!lejyir_^^teys/artJ\dsA.J^^ Mr. W.R. Von Harten. The motion passed .

PUBLiC COMMENT

rhe 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.

\Ar. David Tedder, a Lady's Island resident, expressed support regarding the renaming of the A.B. "Buddy" Lubkin Boat Landing,
3/k/a Station Creek, to the "Buddy" and "Zoo" Boat Landing. He has had the privilege of knowing both individuals.

Ar. 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.
Ijwas moved by Mi,_Siewart^_seconded_MJ\/lr, Baer, that Council table the motion until the Se_(jtejriber 22^2008^CouQcil meeting^
Ihej/otev\^sj_J^SRrdy|r,_BaerJylLJ^^
Stewart.anlMr^_V\LRyo_rLHMeji^OPPgSED^dy^^ The motion passed .
lEJOLAMENDMEm^J^BEAyFORILCOUlgYZaNING^^^ STANDARDS ORDINANCE (ZDSO). ARTICLE

ML^EC^IIQN JMi8J8{B)a iP i i |VAT i^VMTER^SYm:EMS^EQUI^^
INIERNAIiONALElR^^ODE TABLE B105.1: AND SECTION 106-2828(Q) ALTERNATIVE W A T T M S U P F L Y J I E X I CHANGE
CODE SHOULD BE 1142 INSTEAD Q E l g M

Mr. Tony Criscitiello, Planning Director, stated Section 106-2828(B) of the Zoning and Development Standards Ordinance
(hereinafter "ZDSO") references the ISO (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.

ILjrasjTToyedbyJd^ reguired). the Cjauncil apgroye^n
first reMlng_texlM0m_diiiMTts_Jg_Beaufoil£ount7^^ Ordinance7Article XIILi§ectioril06j!828(B)
(4jj i jyate .WateLSy_stMlsjegijrln^fireJlgw t o ^ Fire Code fable B105.T: Section 106-2828
(CljMernMye_vmter suBplyJexLchan^e_code_ s j ^ ^ ^ of 1231. The vote was: FOR - Mr. Baer, Mr. CaEoraJe Mr.
Dgwson^Mr, Glaze^^Mr. McBride, Mr. Newton. Mr. Rodman, Mr. SommeryiNe^ Mr. Stewart. M_ŝ _U VQD Harteo aad^ML Vy.R7 Von
Harten. The motion passed . " '"" " ' ' " ' ,

IEM_AMENmgENirTa£EAyFORI COUNTY ZONING AND DEVELOPMENT STANDARDS ORDINANCE (ZDSO). ARTICLE V
(US^^EGULATIONSJ^JTABLE 106:̂ 1426 (ACCESSORY AND JVUSCELLANEmiS^JSE SIAND^ARDS): TO P I B M I T
FREESIANPJNGJWOrCARGABAGES^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.

[twa^sjTOyM_byjyLr,.__SmimMYi!ie,.̂ asJ^_a^ re_gu_ir_edlJAe C ôun_ciLapproye on
BLsljeading a texl^meadmgniJo_Beaufort County Zoning 3nd_DeyMQpmeni_Stand!ards Ordinance (ZDSO). Article V (Use
ReguMQns)^JMIe_1Md426_^(AccMsorX-apd^^M to permit freestanding two-car gaLages pnlany
lesidjentiaMgtvvitLJlie recooMiend^^ . Ihe^yot_e was: FOR - Mr. Baer. Mr.
^ i j i a l e , Mr. DawsooJ\^jl^laz_e_^i\^ McBt1d^^Miliiewton» M ^ ^ Mr. Sommerville. Mr. Stewart and Mr WR Von Harten
3PP0SED - Ms. L. Von Harten. The motion passed . "" " ~ ^̂

PUBLIC HEARINGS

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

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

Lwasjiioyed_b^VLMf-Rodman, as FiiLaace_ComjIlitteej;haLrfTLajilno^econd required), that Counciî ppro_ye. on. thjrd, and final reading
in^ordiDM!ce_^authMzjnaA_genei3LoMgMojlj3.o^
Jaer^JVIjlCaporale,,.ML^Dawsoii,^.M^ NewtQrL Mr R.odman, Mr^S.ommeryille7Mr- Stewart^MsTi, Vgn
4arten and Mr. W.R. Von Hajteq. The motion passed

/Ir. 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.

liwag_OTQyM_^yJ^dr^BMQMlL_asJinaace_CQm Chairman (no second required), that Council approve on third and final reading
aQ^OTdlDancg^authMziog .̂a_gene^rgLgbiJgatioaMQd_Mr an amount not to exceed $5,000,000. The vote was: FOR - Mr.
Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze. Mr̂ McBrid_e,_Mr.̂ ^^M Mr._Rgdmao,J\/Lr. Som!Iieryille._Mr. StewarL Ms. L. Von
Harten and Mr. W.R. Von Harten. The motion gassed .

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
fo!JjTe_conslruclion_of a^_St^^ approyed, but then a portion of the money had been
i:edirecte4_tg^__otie!ipj:piectsJlLe_Det_resyJMn^c^^ ihe_ generaj_obligatipn anticipation note boirgwjng from
$46,500,000 to $48,755,000. The vote was: f_OR^^r. Baer, Mr. Caporale, Mr Dâ yyspn, Mr. Glaze, Mr. McBride, Mr. Rodman. ML
Somjiiervilie_andJ/ls_JL,J^j 1 ^ ^ 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
the woodwork when it came time of write the check.

VIr. 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
aroject.

i was moved Mr. Rodman, seconded by Mr. Sommerville, that Council approve on secojid_^ reading an ordjriance authorizing a
3Leoe^raLobJJgMio!i_anticjpMQn_jMe_J)orro^ exceed $48,755,000. The vote was: FOR - Mr. Baer, Mr.
3aporale.J\^r._I)awg.on^|\^GIaze^J\jr.,^IVlcBiide^M^^ Newton, Mr. Sommerville, Mr^.tewa.i1, Ms. Lrv.on Marten a.nd tylr. W R. Von
-larten. OPPOSED - Mr. RodjiiMi. Jhejiigtlojipas^^^ . ""'"

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)

rhe Chairman opened a public hearing at 6:45 p.m. for the purpose of receiving information from the public regarding text
amendments to theBeaufort County Zoning and Development Standards Ordinance, Appendix J (Dale Community
=resen/ation/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). After calling three times for public comment and
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|50,_000^ Itie_ ygte was: FOR - Mr. Baexjyiii_Cagorgle^r Jlawsnn^ Mr Glaze, _Mr̂  M ĉBride, Mr.̂  Newton, Mr. Rpdmao,_Mr.
SonimMyilleJVlii^tewai1J\/ls^l^Von±IM^ 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.

ADJOURNMENT

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.

ATTENDANCE

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

rhe Chairman recognized Mrs. Valerie Truesdale, School District Superintendent, who thanked Mr. William Winn, Emergency
Vlanagement Director, and his team for their efforts in tracking Hurricane Hanna and keeping the community informed. She thanked
::)ouncil for supporting and amending 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.

\/lrs. Amanda O'Nan, Hilton Head High School principal, thanked Council for their financial support. This summer the Board of
education 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.

M. Ed Burnes, Battery Creek High School principal, commended Council for partnering with the School District to enhance the
ichool 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
•pportunJties 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 AUTHORIZLNG A GENERAL OBLIGATION ANTICIPATION NOTE BORROWING OF AN AMOMNTLNQT TQ
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. Baei^ ML_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 movedJjyjyirjyicBride. 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
HadteiiJindMii^W^, Von^HMeir^^EiejTiotjo^ .

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 title
oniy^lLgrdlaaDceJp_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
/ear 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
Dalance 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)
funds would actually create some additional revenue. The District asked / identified $3,750,000 in ATI funds and asked if they could
nove that, along with approximately another $400,000 in excess of revenues over expenditures effective June 30, 2008, into the
:lebt 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 III 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)
rhe 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
possible short fall, (v) The debt service revenues component - The District has realized a small pick up in the debt service revenue
3ver what was estimated in the amount of $4 million.

rhe 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
)f 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.

(/1r. 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
leeded 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.

!iJ^asjiioyed^J3y_!\^Rodman, seconded by Mr. Baer, that Council approve on third and final readjnaJD ordinance to amend the
Scii(M£M£icLFY jj309^dgeiappiopjMLDai^^^^ of anticipated additional revenue for the payoff of outstanding
8%_bQMed Jnd^ebled_rieAS.._Jlie vote was: FOR - Mr. _B̂ aer,JV!L Caporale, Mr. Dawson, Mr^Glaze, Mr. McBride. Mr. Newton, Mr.
Rp_dman^MLSM!inLieryllejy|r, 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.

COlVllVliTTEE 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

LwasjpoyecLbyJVIr, Stewa !̂l̂ ecoiTdM_by_ML^^^^ that Council go immediately into executive session for the purpose of receiving
Bgaj^yjcejglaMngJCLpejiding^nd__Bgtenti^i^alms covered by the attorney-client privilege. The vote was: FOR - Mr. Baer. Mr.
'^m:^^^.ML^D3M^on^ML^\Q2B,Mr_,M^me, Mr. Newton, Mr. Rpdpian, Mr^orrmrieryille JVlr. Stewart, Ms. L. Voji Harten aod__Mr
i/V.R. Von Harten. The motioiLpassed .

EXECUTIVE SESSION

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

By:.

Wm. Weston J. Newton, Chairman

\TTEST:

Suzanne M. Rainey, Clerk to Council

Ratified: October 13, 2008
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PRELIMINARY OFFICIAL STATEMENT DATED FEBRUA.RY 17, 2009

'' DC ^jnd'
R J L T I N G S :

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, 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 not 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 15c2-12, except information
which may be omitted therefrom pursuant to Rule 15c2-12.

Dated: , 2009.
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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

1



meaning of the New York Banking Law, a member of the Federal Resei-ve System, a "elearing
corporation" within the meaning of the New York Uniform Commercial Code and a "clearing agency"
registered pursuant to the provisions of Section 17 A 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.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 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 Ownere 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



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 Faying 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 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
Ended June 30

2004
2005
2006
2007
2008
2009*

Amount
Received

$5,376,815
5,546,441
5,697,599
6,267,441
6,970,132
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 nev«paper 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
eancellation 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 aecordance 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 sueh 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 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 CoUeton
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-Adnainistrator form of government in accordance with
Title 4, Chapter 9 of the Code of Laws of South Carohna, 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:

Occupation
Attorney
Management Consultant
Electrical Engineer
Telecommunications
Consultant
Minister
Title Abstractor
Public Educator
Retired Public Educator
Businessman
Businessman
Marketing/Product Dev.

District Term Ends
Bluffton/ Daufliskie Island #4 12/2010
Lady's Island/Beaufort #7 12/2010
Hilton Head #2 12/2010
Hilton Head Island # 1 12/2010

Sheldon/Dale/Lobeco #6 12/2012
Burton #9 12/2012
Burton #8 12/2012
St. Helena Island #5 12/2012
Hilton Head #3 12/2010
Sun City #10 12/2010
Beaufort/Port Royal #11 12/2010

Name
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
Jeny Stewart
Laura Von Harten

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
General Government
Public Safety
Public Works
Public Health
Public Welfare
Culture and FLecreation
Enterprise Funds

Total

Full Time
268
458
125
27

122
159
50

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 fi-om 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 distriets, 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 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 occuirence/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 Comity.
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%

Constitutional Debt Limit $ 132,812,826
Outstanding Debt Subject to Limit $ 65.385,000
Legal Debt Limit Without a Referendum $ 67,427,826

$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 (a 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
June 30

2004
2005
2006
2007
2008

General Obligation
Indebtedness
$ 86,000,000

106,175,000
100,645,000
141,670,000
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

' $11,750,000 is included in 8% debt limit
^ $9,900,000 is included in 8% debt limit
^ Debt approved by referendum
" $7,295,000 is inchided in 8% debt limit



other Financial Obligations

The County has one outstanding equipment lease. The ten-year eontract with Motorola requires
payments of $40,000 per 3/ear 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
Principal and Interest
on Proposed Bonds

$ 50,316
1,719,628
1,720,845
1,724,181

Total Debt
Service

$ 12,925,295
14,975,132
15,181,351
13,967,787
12,632,375
12,841,438
13,341,231
13,488,794
13,811,069
13,811,238
14,320,363
14,830,100
12,991,325
14,510,238
14,006,750
13,233,875

9,927,313
6,709,813
2.508.000

$240,013,487

Fiscal Year
Ending June 30

2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

2025
2026
2027
Total:

Principal and Interest
on Outstanding Bonds

$12,874,979
13,255,504
13,460,506
12,243,606
12,632,375
12,841,438
13,341,231
13,488,794
13,811,069
13,811,238
14,320,363
14,830,100
12,991,325
14,510,238
14,006,750
13,233,875
9,927,313
6,709,813
2.508.000

$234,798,517 $5,214,970
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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

June 30
2004
2005
2006
2007
2008

Lease Purchase
Indebtedness

$ 81,285,300
106,473,150
125,914,926
141,910,588
177,725,091

County Debt
Per Capita'
$ 620.82

789.22
903.70
988.14

1,201.48

% of Assessed
Value
8.79%
6.92
8.37
8.97

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,

Political Subdivision
Beaufort County School District

Municipalities
City of Beaufort
Town of Hilton Head
Town of Port Royal
Town of Bluffton

Special Purpose Districts
Broad Creek PSD
Fripp Island PSD
Hilton Head #1 PSD
South Beach PSD

Special Tax/Fire District'
Bluffton Fire
Burton Fire
Daufuskie Island Fire
Lady Island/St. Helena Fire
Sheldon Fire District

Outstanding Debt

$292,895,000

70,585,000
738,118

14,509,079

6,435,000
5,451,440

51,675,750
4,520,000

1,688,191

51,120
1,740,522

509,222

Percentage
Applicable
to County

100%

100%
100%
100%
100%

100%
100%
100%
100%

100%
100%
100%
100%
100%

' Issued 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 cun'ent 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 unifonm and that the following ratios shall apply in the appropriate
classifications of property:

(1) 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.

*'' 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 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 amendmetit
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 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
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 persona! 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 arciount 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 eaeh 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 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 fond. Enforeement of the requirement described in the preeeding 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 Mlllage Increases

Act 388 also imposes a limitation on increases in millage levied for operational purposes by all
political subdivisions and school districts. As of M y 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 sueh condition exists:

(1) a deficiency of the preeeding year;

(2) any catastrophic event outside the control of the governing body such as a natural
disaster, severe weather event, aet 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 pereent 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

Aet 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 loeal sales tax authorized by Aet 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 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 rea! 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 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"),
whieh 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 eapital 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:

(1) 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.

(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
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 Edueation 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 fi-om appeals of the reassessed values are refiected 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 tme 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 Tme 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. 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
Debt Service
Real Property Program
Solid Waste/Recycling
Total

40.1
7.2
2,0
4.7

54.0

42.9
7.2
2.0
5.9

58.0

32.7
5.4
1.5
4.5

44.1

33.7
5.4
1.5
4.5

45.1

37.7
5.4
2.5

N/A
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 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 nuUa 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.

Fiscal
Year
2004
2005
2006
2007
2008

Adjusted
Tax Lew

$53,641,630
63,554,010
66,885,604
70,512,827
76,299,793

Current Taxes
Collected

$50,203,062
60,416,187
62,744,316
66,902,823
73,235,825

Current
Percentage
Collected
93.6%
95.1
93.8
93.4
94.1

Delinquent
Taxes

Collected
$4,251,126

3,438,851
3,426,155
3,631,521
3,079,627

Total
Percentage
Collected
101.5%
100.5
98.9
98.5
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.

Assessed Value
$18,718,480

14,331,614
8,768,002
4,502,402
3,939,414
4,096,782
3,692,358
3,165,271
3,160,148
1,744,630

$66,119,101

Taxes Paid
$ 3,550,827

3,169,518
1,798,248
1,102,381

817,776
817,238
740,978
631,732
631,718
407,794

$13,668,210

Percentage of
Total Taxes Levied

4.7%
4.2
2.4
1.4
1.1
1.1
1.0
0.8
0.8
0.5

17.9%

Taxpayer
Marriott Resort
South Carolina Electric & Gas
Palmetto Electric
May River Forest LLC
Columbia Properties Hilton Head
Hargray Telephone Company
SCG Hilton Head Property
Sea Pines Resort LLC
Greenwood Development Corp
United Telephone Company

Total

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
2004
2005
2006
2007
2008
2009*

Collections
$1,040,711

1,110,061
1,179,920
1,213,910
1,320,930
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;
(2) General obligations of the State of South Carolina or any of its political units;
(3) Savings and Loan Associations to the extent that the same are insured by an agency of the

federal government;
(4) 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;

(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 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
fmancial 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 U-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.

20082004 2005 2006 2007
Revenues

Property 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
Culture and Recreation

Total Expenditures

Excess Revenues Over
(Under) Expenditures

Other Financing Sources (Uses)
Operating Transfers In
Operating Transfers Out'

Total Other Financing
Sources (Uses)

Net Change in Fund Balance
Prior Period Adjustment

Fund Balances July 1
Fund Balance June 30

$39,902,961
2,618,619
6,018,623
9,795,154
1,023,973

113,045
238,122

$59,710,497

$14,573,990
26,905,522

7,313,102
2,168,726

709,052
3,148,082

$54,818,474

$ 4,892,023

47,265
(3,837,216)

$(3,789,951)

1,102,072
—

$ 4,048,528

LMMm

$47,419,184
3,393,994
6,073,748

12,179,930
882,229
64,028

311,610
$70,324,723

$15,616,654
29,301,879
7,897,503
2,172,343

717,165
6,702.500

$62,408,044

$ 7,916,679

62,458
(1,334,387)

$(1,271,929)

6,644,750
—

$ 5,150,600
111-791^50

$49,557,808
4,635,798
6,402,451

13,256,653
872,216
966,561
418,423

$76,109,910

$17,145,467
31,551,018
8,159,421
2,490,990

729,436
7,302,362

$67,378,694

$ 8,731,216

1,219,512
(1,378,585)

$ (159,073)

8,572,143
—

$11,795,350
$20,367,493

$55,872,654
4,879,471
7,813,256

11,643,392
1,150,081
1,336,688
1,561,330

$84,256,872

$18,956,722
35,583,070
15,434,287
2,731,723

867,699
7,938,119

$81,511,620

2,745,252

455,547
(1,848,341)

$(1,392,794)

1,352,458
(77,431)

$20,367,493
$1L642J2O

$60,474,820
3,894,583
8,649,634

10,568,767
1,029,600
1,015,196

___J6M23
$86,198,423

$20,963,806
38,617,353
15,946,656
2,975,284

931,321
8.658.731

$88,093,151

(1,894,728)

2,251,087
(2,241,888)

$ 9,199

(1,885,529)
—

$21,642,520
ilSL754Ml

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 allovî  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
PubUc 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 EJeaufort (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 1-95 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, CoUeton 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 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 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 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.

Year
1970
1980
1990
2000
2007*

Beaufort
Population

51,136
65,364
86,425

120,937
147,316

County
% change

.-

28%
32
40
22

South
Population
2,590,516
3,121,820
3,486,703
4,012,012
4,407,709

Carolina
% change

-
2 1 %
12
15
10

United
Population

203,302,031
226,545,805
248,709,873
281,421,906
301,621,157

States
% change

-
11%
10
13
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
Town of Hilton Head Island
City of Beaufort
Town of Port Royal*
TownofBIuffton

2000 Census
33,862
12,950
3,950*
1,275

2007 Estimate
33,994
11,868
10,212*
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 34,471
2006 41,724 29,767 36,276

Source: U.S. Depaitment 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
2002
2003
2004
2005
2006

County
$58,800
62,000
62,000
62,150
63,000

State
$49,200

52,400
52,400
52,400
52,900

United States
$54,400

56,500
57,500
58,000
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 fiive 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.

Year Ended
December 31

2003
2004
2005
2006
2007

Number of
Units
2,802
2,942
4,650
3,448
2,224

Residential
Construction

Costs
$ 542,876,697

613,341,112
1,000,991,167

890,986,323
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
December 31

2003
2004
2005
2006
2007

Total
Retail Sales

$3,158,157,797
3,414,415,525
3,646,847,632
3,908,542,814
3,973,795,733

Increase
C>ver Previous Year

n/a
256,257,728
232,432,107
261,695,182

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.

Year
2006
2007
2008

New
Investment

$14,000,000
17,200,000
5,115,000

New
Emplovment

370
215
125

Source: South Carolina 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 Emplovees

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 amd
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 Sen/ices 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 Horr>' 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'

Year
2002
2003
2004
2005
2006

Number of
Guests

2,195,530
2,183,231
2,248,389
2,302,370
2,235,121

Annual
Expenditures

$1,490,000,000
1,488,418,000
1,532,839,000
1,569,281,000
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:

Date
January 2008
February 2008
March 2008
April 2008
May 2008
June 2008
July 2008
August 2008
September 2008
October 2008
November 2008
December 2008

Unemployment
Rate
5.0%
4.4
4.0
3.9
4.3
5.1
5.7
5.8
5.3
6.0
6.3(p)
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
2003
2004
2005
2006
2007

County
4.7%
4.9
4.9
4.7
4.4

State
6.7%
6.8
6.7
6.4
5.9

U.S.
6.0%
5.5
5.1
4.6
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 eomposition of the civilian labor force in the County, based on plaee-of-work basis, for the
last five years for which information is available, is as follows:

30



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 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 is as follows:

Labor Force Estimates
(By Place of Btesidence)

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 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 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 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 terminal 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 staff of more than
150 physicians, 100 percent of Vk-hom 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 Flospital, 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. The
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 issusmce 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 fisderal income tax
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 sueh taxpayer's
regular income tax. Interest on the Notes is not an item of tax preference for puiposes 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 consuh 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 detemiine (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 Bankmptey Court for the puipose 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 refiect only the views of the Rating Services and an explanation
of the significance of such ratings may be obtained from the Radng Services. The County has furnished
to the Rating Services certain information and materials respeeting 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, 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.

UlNBERWRITING

[TO BE COMPLETED AFTER THE SALE]

The Notes have been purchased at a competitive sale from the County for resale by
(the "Purchaser"). The Pxirchaser 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 allov/ 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 15c2-12 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 15c2-12"), 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
Comity 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 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 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: jlieizer@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("<xirsamuni.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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APPENDIX A

FINANCIAL STATEMENTS FOR FISCAL
YEAR ENDED JUNE 30,2008
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O REPORT OF INDEPENDENT CERTIFBE© PUSIJC ACCOUNTANTS

G3
'"^-j Beaufort County Council
( 2 J Beaufort County
.-•^-^^ Beaufort, South Carolina

CJ
f"\ We have audited the accompanying financial stjrtemoits of the governmental activities, flie

:" business-type activities, each major fiind, and the a^^gate remaining fiiad information of Beaufort County,
O South Carolina (the County) as of and for the year ended June 30, 2008 which collectively comprise the
Q) County's basic financial statements as listed in die table of contaits. Tiiese financial statements are tiie
, .. responsibility of County's management Our responsibili^ is to exjMBSs opinions on these financial
-~ statements based on our audit.
C)
^ I We conducted our audit in accordance with auditing stand^ds generally accepted in the United
:;̂  States of America, and the standards applicable to financial audits contained in Government Auditing

O Standards, issued by the Comptroller General of the United States. TTiose standards require that we plan
(^") and p«-form the audit to obtain reasonable assurance about whetiier the financial statemaits are free of

material misstatement. An audit includes examining, on a test basis, evidence suj^rting 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

I /A presentation. We believe that our audit provides a reasonable basis i<x our opinions.

fc^ In our opinion, the financial statements referred to above present fairly, in all material respects,
^~> the respective financial position of flie governmental activities, the business-type activities, each major

1̂  fond, and the aggregate remaining fond information of Beaufort County as of June 30, 2008, and the
V-' respective changes in financial position and cash flows, where applicable, thereof and the respective

budgetary comparison for the genera! 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 CtHinty's internal control over financial reporting and our tests
of its compliance with certain provisions of laws, reflations, contracts, and grant a^eements 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 teeing, 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 supplemental information. However, we did not audit the ^7'
information and express no opinion on it '•—-

G
Our audit was conducted for the purpose of forming opinions on the iinancial statements that - -,

collectively comprise the iDounty's basic financial statements. The introductory section, combining and -̂-*
individual nonmajor fond financial statements, general, debt service, and capital project fund budgetary (J
comparison inforaiation. Clerk of Court and Magistrates fees and fines schedule, and statistical tables as r -<
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 vJ!/
presented for purposes of additional analysis as required by U.S. Office of Management and Budget Qj
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a ^ ^
required part of the basic iSnancial statements of Beaufort County, South Carolina. The combining and —̂'
individual nonmajor fund financial statements, general fund, debt service, and capital project fimd O
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 appMed in the audit of the basic financial statements and, in our opinion, are fairly presented, L-..-J
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. ^ -̂

Columbia, South Carolina r i
January 23,2009 . '

Q
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O BEAUFORT COUNTY, SOUTH CARCM.INA

( j MANAGEMENT'S DISCUSSION AND ANALYSIS

X FOR THE FIS<:;AL YEAR ENDED JUNE 30,2008

C) As management of Beaufort County, South Carolina (the County), we offer the readers of the Counts financial statements this narrative

r ^ overview and analysis of the financial activities of Beaufort County, South Carolina for the fiscal year ended June 30, 2008. We entxjyrage the

^--, readers to consider the information presented here in conjundion with additional infoiroation that we have furnished in our letter of transmittal,

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

o
r^j FINANCIAL HIGHLIGHTS

^-^ , The assets of Beaufort County exceeded its liabilities at June 30, 2008 by $186,562,593 (net assets). Of this amount $45,709,829

(unrestricted net assets) may be used to nieet the govemmenfs ongoing obligations to citizens and credttors.

C J . The govemmenfs total net assets increased by $50,508,667 during the fiscal year ended June 30, 2008 with a $51,846,774

O increase resulting from govemmenta! activities and a $1,338,107 decrease resulting from business type activities.

r~\ . At the dose of the current fiscal year, the County's govemmentat funds reported combined ending fiind 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).

C J , At the end of the cunent fiscal year, the County's unreserved fund balance for the general fund was $18,929,748, or approximately

(23 21 percent of the general tad expenditures and transfers.

rr^i • Beaufort County's net capital assets increased by $43,073,897 during the current fiscal year. The increase in govemmental

^ I ^ activities net capital assets of $43,785,718 was mostly the result of several purchases of property through the Reai Property

*---'' Purchase Program and the construction of the Bluffion Parkway and of several other road projects throughout the County with th«

V__ J C o u n t / s Road Improvement Program.

o
J. •, 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

( ) finandal statements comprise three components: 1) government-wide financial statenfients, 2) fiind financial statements, and 3) notes to

/-K the financial statements. This report also contains other supplementary infomiation in addition to the basic finandal statements

,_.̂  themselves.

C J Government-wide financial statements - The government-wide financial statements are designed to provide readers with a broad

r ^ overview of the County's finances, in a manner shillar 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 statement of net assets presents infomiation on ali of the County's assets less its liabilities, wtth the difference between the two

( ~) reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of whether the financial position

(- ., of Uie 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 (Ganges in net assets are reported as soon as the underlying event giving rise to the change occurs, mganlless of the timing of

( , related cas/i flows. Thus, revenues and expenses are reported in this statement for some items that will only resuit in cash flows in future

, : fiscal periods (e.g., uncollected taxes and eamed but unused vacation leave).

V.: Both the government-wide financial statements distinguish ftinctions of the County that are principally supported by taxes and

f ; intergovernmental revenues (governmental activiUes) 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 govemmentai activities of the County include general government.

public safety, public works, public health, public wetfeire, and cultural arid recreation. The business-type activities include the garage.

-10-
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BEAUFORT COUMTY, SOUTH CAROUNA (_^

MANAGEMENT'S DISCUSSION AND ANALYSIS / -

FOR ™ E FISCAL YEAR ENDED JUNE 30, 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 incKided as integral parts of the primary government.

The govemment-wide financial statements can be found on pages 27 through 29 of this report. I—

" c;
Fund financial statements - A fund is a grouping of related accounts that is used to maintain control over resources that have tjeen

segregated for specific activities or objectives. The County, like other state and local governments, uses fund accounting to ensure and ;;;-̂

demonstrate compllancei with finance-related legal requirements. All of the funds of Beaufort County can be divided into three v....
categories: governmental funds, proprietary ftjnds, and fiduciary funds. L-^

Governmental funds - Govemmental ftinds are used to account for essentially the same functions as govemnwntal activities of the ":'^

govemment-wide financial statements. However, unlike the govemment-wide financial statements, govemmental fund financial v_^ :

statements focus on near-tem inflows and oumows of spendable msources, as well as on balances of spendable resources available at ( _; j

the end of the fiscal year. Such information may be useful in evaluating the County's near-temi financing requirements. (~j i
I

('••' I
Because the focus of govemmenlal funds is narrower than that of the govemment-wide financial statements, it is useful to compare the - j

information presented for govemmental funds with similar infomiation presented for governmental acSvities in the government-wide K.U

financial statements. By doing so, readere may better understand the long-term impact of the govemment's near-term financing (_

decisions. Both the governmental fund balance sheet and the govemmental fund statement of revenues, expenditures, and changes in '̂

fund balances provide a reconciliation to facilitate this comparison between govemmental fuiKls and govemmental activities.

Information is presented separately in the governmental fund balance sheet and in the govemmental 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 Blufiton Paikway project fund, all of which are considered to be major ftinds. Data from the other , ^ ^

govemmentat funds are combined into a single, aggregated presentation, individuai fund data for each of these nonmajor govemmental '• ;;

funds is provided in the form of combining statements elsewhere in this report. v .•

(:)

The County adopts an annual appropriated budget for its general fund. A budgetary comparison statement has been provided for the ^ -s

general fund to demonstrate compliance vinth this budget.

The basic fund financial statements can be found on pages 30 through 36 of this report. L_ J

(J
Propriatary funds - The County maintains four different types of proprietary funds, all of which are enteiprise funds. Enterprise funds

are used to report the same functions as business-type 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 Wrport operations. These ', J

ftinds report the services provided by the County for which the County charges a user fee or charge intended to recover all or a ( j

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, stonnwater 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 Birough 40 of this report

- 1 1 -
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(J MANAGEMENTS DISCUSSION AND ANALYSIS

/- , FOR THE RSCAL YEAR ENDED JUNE 30, 2008

V..J

( ) Fiduciaty funds - Fiduciary funds are used to ao<x)unt for resources heW for the benefit of parties outside the government. Fiduciary

.; funds are not reflected in the government-wide finandai 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 propnetary funds.(

Tlie statement of fiduciary net assets can be found on page 41 of this report.

o
03 Notes to the financial statements - Tlie notes provide additional information that is essential to a full understanding of the data

j - T; provided in both the government-wide and the fund financial statements. The notes are presented on pages 42 through 66 of the report.

o
/ -. other supplemental infonnation - In addition to the basic finandai statements and accompanying notes, this report also presents
~ certain supplemental infomiation that further supports the finandai statements.

\ /

CU The combining statements referred to earlier in connection with nonmajor govemmentai funds are presented within this section of this

f ) report and can be found on pages 67 through 129.

o
r-\ GOVERNMENT-WIDE FINANCIAL ANALYSIS

„ . As noted earlier, net assets may serve over time as a useful indicator of a govemment's financial position. In the case of Beaufort

County, assets exceeded liabiBties by $186,662,693 as of June 30, 2O08.

(^"i Of this amount, $92,246,900 (approximately 49 percent) reflects the Count/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 assets are not available for tuture spending. Although the Countji'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,

r -• $48,605,864 (approximately 26 percent), represents resources that are restricted to the repayniient of the County's bonded indebtedness.

" ~ The remaining balance of unrestricted net assets, $46,709,829 (approximately 25 percent), nfiay be used to meet the govemment's

ongoing obligatiorts to citizens and creditors.

o
r ~i 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 vî hoie, as well as for its separate governmental and business-type activities.

( „ , •

o
C;
(• "
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BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008
V

Current and Other Assets

Capita! As^ts

Long-Term Liabilities

Other Liabilities

Total Liabilities

Net Assets:

Invested In Capital Assets

Net of Related Debt

Restricted for Debt Service

Unrestricted (Deficit)

$

$

$

$.

$

Beaufort County's Net Assets

June 30,

Governmental Activities

2008

170,545,486

258.415.419

_42fi.S6£LSQ5

240,014,260

24,174.156

70.675,038

48,605,864

45.491.587

2007

$ 124,774,702

214,629,701

$_339,404,403

$ 200,391,194

26.087,494

$.226^8.662

$ 52,776,852

18,695,106

41.453.767

2008 and 2007

Business-tvoe Activities

2008

$ 3,001,168

23,334,636

$_2fi,33SJ£M

$ 1,940,921

2.604.779

$ 21,571,862

-

218.242

2007

$ 2,841,689

24.046,467

$J2aMaj4fi

$ 195,847

3.564.088

$__2J5aS3S

$ 24,046,457

-

«18.246)

Totaf

20072008
$ 127,616,391

238.676.158

$-3fifi.2a2.MS

$ 200,587,041

29.651,582

$ 173,546,654

281.750.055

$^j455.29fiJQa

$ 241,955,181

26.778.935

$_26SJ344ifi

{ .

i..j

S 92,246,900 S 76,823,309

48,605,864 18,695,1C«

45.709.829 40,535,511

$_2M2a211 S 186,562.593 $_aa,Q53.^2S$ - J L 1 Z S 2 S J 1 5

The County's total net assets increased by $50,508,667 during the 2008 fiscal year. Key elements of this increase are as follows:

. There was an inca-ease in the County's govemmenta! current and other assets of $45.7 nniilion, 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. AddiUonally,

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 reconciliation and an increase of $2 million in tax

revenues from the 2007 fiscal year to the 2008 fiscal year.

« The County's govemmental net capital assets increased by $43.8 million. This irwease occurred mostly from the County's $21.6

million in purchases of land and easements, $19.7 million of investments in infrastructure, and $4.0 milHon in upgraded radios for

improved communications 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-temri liabilities. The increases in debt service net assets and

long-temi liabilities were $39.9 mDlion and $39.7 million, respectively.

. For the County's business-type activities, there was an increase of approximately $.7 milSon in liabilities. This inaease mostly

related to the $1.8 million note the County's general fund issued to the Hilton Head Island Airport for the constraction 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 genera! fund,

the Lady's Island Airport's net $.2 million pay-down of its current advances from the County's general fund, and a $.1 million

decrease in Hilton Head Island Aiiport's accounts payat)le from June 30, 2007 to June 30,2008.

-13-
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BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENTS 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

Governmental ActivMes Business-type Activities

LJ
O

Total

20072007 20082007 20082008

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)

Miscelianeous

Total Revenues

$ 31,413,093 $ 32,302,521 $ 10,385,146 $ 8,887,802 $ 41,798,239 $ 41,190,323

6,980,330

8,567,228

72,584,375

7,719,639

4,179,902

2.838.808

135.172.803

219,079 8,556,988 7,199,409

1,334,933 34,290.551 9,902,161

81.399,195 72,584,375

9,621,104 7,719,639

174.319 4J8B.6m 4,354,221

4.320 9.342.533 ___2J43J2§

1M20,453 189.797.216 145.793.256

8,312,520

33,285,927

81,399,195

9,621,104

4,701,846

1,663,867

9,342.263

179.939.815

244,468

(J

o

o
( )
CJ

1,004,624

86,760

(1.863,867)

270

9.857,401

Program Expenses

Governmental Activities:

General Government

Public Safety

Public Works

Public Health

Public Welfare

Cultural and Recreation

Interest

Business-Type Activities:

Oarage

Stotmwater Utility

Lady's Island Airport

Hilton Head Airport

Total Expenses

27,566,886

45,505,447

21,017,930

9,545,159

2,082,811

11,682,973

10.691,835

-

-
_

24,863,032

40,322,590

19,507,135

8,434,863

1,460,053

10,527,430

9,238,679

-

-

-

-

-

-

-

-

-

4,778,275

2,896,205

845,649

2.675.379

-

-

-

-

-

-

-

4,186,346

2,528,367

673,942

2,107.556

27,566,886

45,505,447

21,017,930

9,545,159

2,082,811

11,682,973

10,691,835

4,778,275

2,896,205

845,649

2,675,379

24,863,032

40,322,5S<3

19,607,135

8.434,863

1.460,053

10,527,430

9,238,679

4,186,346

2,628,367

673,942

2.107.556

o
( )

(S-

X..)
128.093.041 114.353.782 11,195,508 9.496.211 123.849.993139.288,549

Excess Revenues over

Expenses

Net Assets, Beginning

Net Assets, Ending

51,846,774 20,819.021 (1,:338,107) 1,124,242 50,508,667 21,943,263

112.925.715 92.106.694 23.128,211 22.003.^9 _136J53J26 114.110.663

$JJ2J25,Z16 $-2timjSA $_2aj2&211
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BEAUFORT COUNTY, SOUTH CAROLINA j ^

MANAGEMENrT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Governmental activities inaeased the County's net assets by $51.8 miliion, hereby 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 miliion conpared 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 '•• j

part of the 2007 fisaai year (the first year of collections).

. m 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 5.6% '; -•

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 v ;

in property tax 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.

V-J

( j
. Miscellaneous revenues also increased by $8.4 million, v* ich 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 settlement between the County and the builder of

the County's admini!>trative complex. { j

;" \

. 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 Repotting

(or Postemf^yment 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 to the 2007 fiscal year and the book value of [ !

assets disposed totaled approximately $.2 million in the 2008 fiscal year, compared to no net book value of assets disposed of in the f^ j

2007 fiscal year. f'')

Business-ts^e activities decreased the County's net assets by $1.3 million, thereby accounting for a negative 3 percent of the total growth in S. J

the net assets of the County. Key elements of this net increase are as follows: V _ •

. 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 miliion note in fiscal year 2008 for

hangers completed at the County's expense at the Hilton Head Island Airport in fiscal year 2007.

- 1 5 -
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, J BEAUFORT COUNTY, SOUTH CAROLINA

; ) MANAGEMENTS DISCUSSION AND ANALYSIS

-'̂  FOR THE FISCAL YEAR ENDED JUNE 30.2008

? FINANCIAL ANALYSIS OF THE GOVERNMENTS FUNDS

: '̂  As noted eariier, 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 informaUon on near4enii inflows, outflows, and balances

i ••! of spendable resources. Such information is useful in assessing the County's financmg requirements. In particular, i/nresefved fond ta/arree

^ may serve as a useftil measure of a governments net resources avaBable for spending at the end of the fiscal year.
V /

'•- ' At the of the end of the current fiscal year, the County's govemmenta! fijnds reported combined ending fund balances of $166,615,408. an

( ') increase of $46,983,609 in comparison with the prior year. Approximately one third of this total amount {S51.762,717) constitutes unmseived,

,: ., undesignated fund balance, whidi is available for spending at the govemmenf s discretion. The remainder of the ftind balance is reserved to

':;:'' indicate that it is not available for new spending because K has already been committed to 1) to liquidate contracts and purchase ordeirs

'̂~ -' {$22,899,299). 2) to fund planned capital projects ($32,327,528). and 3) to pay dst* service ($48,605,864).

. \ General Fund - Tlie general fund is the main operating fund of the County. At the end of the cunBnt 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 meissure of the general fund's

• - •• liquidity, a comparison is made of both unreserved fund balance and total fund Balance to total fund expenditures. Unreserved fund bafanos

LJ represents approximately 21 % of total genera! fond expenditures and transfers, while total fund balance represents approximately 22% of total

( 5 general ftind expenditures.

County TOde General Obligation Bonds Fund - At the end of the cuirent 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 re^gnized

( ) revenues of $11,627,395, total expenditures of $12,416,747, and $21,605,128 in other financing sources, for a net change in fund balance of

; 1 $20,715,775.

'•• ' 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 safes tax projects fund recognized

\ revenues of $25,930,718 and total expenditures of $5,646,156. for a net change in fond balance of $19,084,562.

Real Property Program Fund - A t the end of the current fiscal year, the total fund balance of the real property program fijnd 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

; i $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 current fiscal year, the total ftind balance of the BluUton 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 Biuffton Partcway

project fund recognized revenues of $134,620, total expenditures of $10,597,211. and $5,500,000 In other tinandng sources, for a net change

in fund balance of ($4,962,591).

Details of the County's govemmental funds are shown in the govemment-wide financial statements. Further details of the County's general

fund are shown on Schedule "A" and ftirther 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 information on near-term inflows, outflows, and balances of

spendable resources. Such information is useful in assejssing the County proprietary funds' tinandng 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 govemment's proprietary net resources available for spending at the end of the fiscal year.
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BEAUFORT COUNT*'. SOUTH CAROLINA (_ J
MANAGEMENTS 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 miiiion 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. In fiscal

year 2008. the County reclassified the hangers from a contribution to a ilability 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

$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 Uti l i^ - At tiie end of the current fiscal year, ttie net assets of the stormwater utility fund was $3,076,393. of which $1,432,554 : ;

was invested in capital assets, net of related debt, leaving a balance of $1,643,839 in unrestricted net assets. The stonnwater 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 (̂  J

change in net assets of $356,672. L J

Lady's Island Airport - At the end of the current fiscal year, ttie net assets of the Lad/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 {J

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 Airport - At the end of the current fiscai 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 unrestricted net assets. The ;; )

Hilton Head Isiand Airport recognized operating revenues of $1,752,936, total operating expenses of $2,204,325, and $1,321,138 in net non- ^ j

operating expenses, for a change in net assets of ($1,772,527). . ,
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BEAUFORT COUNTY, SOUTH CAROUNA

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE RSCVKL YEAR ENDED JUNE 30, 2008

GENERAL FUND BUDGETARY HtGHUGHTS

Original Budget to Final Budget Comparison for the Rscal Year Ended June 30,2008

Variance with

Original Budget

Revenues:

Taxes $

Licenses and Permits

Intergovemmenta!

Charges for Services

Fines and Forfeitures

Interest

Miscellaneous

Total Revenues

Expenditures:

General Govemnrient

Public Safety

Public Wortcs

Public Health

Public Welfare

Culture and Recreation

Total Expenditures

Original

Budaet

61,828,000

5,461.603

7,894,349

11,649,817

864,440

705,000

31S.100

88,718,309

23,054.464

39,010,991

16,727,486

2,665,656

471,585

8.693,301

90,623,483

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 i _

(1,905,174)

4,957,500

(3,060.572)

1,896,928

(8,246)

21.642,520

.2U34JJ24

Final

Budget

$ 61,828,000

5,461,603

7.894,349

11,649,817

864,440

705,000

315,100

88,718,309

21,512.717

39,941,525

17,557,837

3,067,186

986,085

8,828,337

91,893,687

(3,175,378)

5,812,500

(3,060,572)

2,761,928

(423,450)

__J1642J20

S 21^9,0IQ

Positive
fNeaative)

$

-

-

-

-

-

-

1,541,747

(930,534)

(830,361)

(401,530)

(514,500)

(135.036)

(1,270,204)

(1,270,204)

855,000

-

855,000

(415,204)

$ £415,204^
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BEAUFORT COUNTY. SOUTH C/ikROLINA {^ j \

MANAGEMENTS DISCUSSION AND ANALYSIS , s \

FOR THE FISCAL YEAR ENDED JUNE 30. 2008 " "^ j

The genera! fund original budgers net assets varied from its final budget's net assets by ($415,204). Key elanents of this net budget ^ , ;

increase are as follows: ' v i
V J \

. The County's general government original expenditures budget was revised downward by approximately $1.5 million during the î  J ^

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 , j •

the County's various agency subsidies from their original budgeted amounts. These decreases were actually allocations out of the _^ ;
general government's expenditures budget to other general fund ejqienditure types. See the other key elements below for more "^--^ j

detail Tlie deaeaseiS in the County's general govemment budget were offeet mostly by increases of approximately $.2 million in v J j

purchased professionai services within the County planning and comprehensive plan's budget, approxitnately $.2 million in : j j

purchased seivices budget increases within the County business license office relating to professional sen/ices purchases for tte , . i

business license audit, and approximately $.2 million in direct subsidies budget increases for the County's housing coordinator. ; - i

. The public safety expenditures budget was revised upward by $.9 million. This mostly came from $1.2 million in capital expenditure y^^y

additions to the County's public safety budget These extra expenditures included approximately $.9 million in capital expenditures '

on vehicles for the SherifTs Department. The $1.2 million increase in capital exjjenditures was mostly offeet by budget adjustments

that decreased Ihe Shedff s Office personnel budget Some of the $1.2 million in public safety expenditure budget increases were ^ . ,̂

allocations from the County's general govemment expenditures general contingency. See above for more detail. ; -̂

. There also was an increased $.8 millton budget revision to the County's public works expenditures. This included an additional $.5 v . /

million in budget increases for the Count/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 wortcs departmenrs purchased . -^

services, most of which was attributable to cleaning services.

. Additionally, there was a net $.5 million County public welfare expenditure budget increase relating to subsidy budget increases. In V .̂  •

this, the County increased the original subsidy budgets of the towcountry Regional Transit Authority by $247,000 and the budgets 1 )

of Senior Services of Beaufort and Together for Beaufort by $70,000 each. These public welfare expenditure budget increases / )

came mostly from the $.7 million general govemment agency subsidy allocation. See above for more detail. ,_

. The public health exf^nditure budget was revised upward by approxknateiy $.4 million nwjstly 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 health

subsidies. $140,000 of which went to an increased subsidy budget for Coastal Empire Mental Health. These public health

expenditure budget inaeases came mostly from the $.7 million general govemment agency subsidy allocation. See above for more

,' "•)

'- \

detail. ( "•,
Lastly, the original budget for transfers into the County's general ftind was increased by approximately $.9 million. This was ^ -

accounting for an additional expected $855,000 draw down of fund balanoe by the County's general fund.

- 2 1 -



BEAUFORT COUNTY, SOUTH CAROLINA

MA f̂AGEME^^TS DISCUSSION AND ANALYSIS

FOR THE RSDAL YEAR ENDED JUNE 30, 2008

Final Budget to Actual Comparison for the Fiscal Year Ended Jane 30,2008

Variance

wKh Final Budget

Final Positive
Actual Negative

Revenues:

Taxes

Licenses and Permits

Intetgovemmenta!

Charges for Services

Fines and Forfeitures

Interest

Misceilaneous

Total Revenues

Expenditure:

General Government

Public Safety

Public Works

Public Health

Public Welfare

Culture and RecreaHon

Total Expenditures

$ 61,828,000

5,461,603

7,894,349

11,649,817

8M,440

705,000

315,100

88,718,309

21,512,717

39,941,525

17,557,837

3,067,186

986,085

8.828,337

91,893,687

$ 60,474,820

3,894,583

8,649,634

10,568,767

1,029,600

1,015,196

___S65J23

86,198.423

20,963,806

38,617,353

15,946,656

2,975,284

931,321

8,658,731

88,093,151

$(1,353,180)

(1,567,020)

755,285

(1,081,050)

165,160

310,196

250.723

(2,519,886)

548,911

1,324,172

1,611,181

91,902

54,764

169,606

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

Transfers Out (3,060.572)

Total Other Financing

Sources (Uses) 2,751,928

Net Change in Fund Balance (423,450)

Fund Balance at the

Beginning of the Year 21.642,520

2,251,087

(2,241.888)

9,199

(1,885,529)

21,642,520

(3,561,413)
818.684

(2,742,729)

(1,462,079)

' ( ' ' •

K •'

Fund Balance at the

End of the Year $ (1,462,079)

-22-



BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEME^f^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 budget'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 foredosiires. which follows national hotising and

foreclosure trends. \

The Count/s licens€s and permits revenues were also approximately $1.6 million less than the final budget had projected due to •-^

the fact that the County's building pemilt revenues wem $.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 wrth.n , j

new housing construction. I )
Additionally actual charges for senrices revenues were approximately $1.0 million less than budgeted. This was caused mostly ; ;

from a $1.2 million shortfall within the mgister of deeds' revenues from the original budget. This too was mostly caused from the u, , '

national downturn in the housing niarket •̂ —̂
T o react t o the dec reas ing revenues, the County decreased its expendi tures by approximately $3.8 ml l i ion. These decreases came ^ j

mostly within a $1.3 million positive budget to actuai variance within pubiicsafety expenditures and a $1.6 million positive budget to . ^̂

actual variance within public works expenditures.

o The $1 3 million positive variance within the County's public safety expenditures from the final budget came mostly from v '

personnel expendttures being a combined $.7 million less within, the County's sheritTs office, communicationsftraffic / j

management department, and emergency semces department Additionally, actual 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 woite expenditures from the final budget came mostly from

$1 1 millior. less in purchased solid waste disposal sen/ices used by Uie Count/s solid waste/recycling department. Also, : j

personnel expenditures were approximately $.6 million less than budgeted for the County's facHities 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 offeet partially by a $1.8 million transfer from the County's Hilton Head Island Airport proprietary 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 Hitton Head Island Airport in

fecal year 2007.

o
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BEAUFORT COU^^Y, SOUTH CAROLINA

MANAGEMENTS DiSCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30,2008

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets - Beaufort County's inveistment in capital assets for its governmental and business-type activities as of June 30, 2008 was

$281,750,055 (net of accumulated depreciation). This investaient in capital assets includes land and easements, buildings and improvements,

infrastructure, and equipment The total 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 achVifies capital assets decreased by

approximately 3 percent).

Beaufort County's Capital Assets

(Net of Depredation)

June 30.2008 and 2007

TotalBusiness-tvoe ActivitiesGovernmental Activities
20072007 JSQi-ZfiOS.20072008

68,112.675

29.682.392

95.094,113

33,292,748

12.494,230

$ 13.802,425

63.867

7.604,784

$ 89,686,938

15,213.521

94,253,730

65,844,924

16.750.942

$ 13.802,425

53,159

7,364,694

$ 54,310.250

29,618,525

87.489,329

33,292.748

9.918.849

$ 75,884.513

15,160,362

86.889,036

65.844,924

14.636.584

$ 7Ra,415,419

Land and Easements

Construction in Progress

Buildings and lmprovemer»fs

Infrastructure

Equipment

Total Capital Assets

2.114,358. 2.575.381

Major capital asset events during the current fiscal year induded the follovî ing:

. The County purchased approximateiy $21.6 million in governmental activities land and easements for the County's rural and critical

lands program.
. Also, the County made approximately $19.7 million of investments in infrastructure, which induded $10.4 million in additional

improvements to the Bluffton and BuckwaKer Parkvirays.

. 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 adavities equipment

Additional information on the County's capita! assets can be found in note 4 on pages 49 through 50 of this report.
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BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENTS DISCUSSION AND ,M«LYSIS

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 Icng-tam, debt outstanding. Of this

amoynt, $177,515,000 comprises of debt backed by the full fafth and credit of the government

Beaufort County's Outstanding Debt

June 30,2008 and 2007

-TotaLBusiness-tvpe Activitiesrinvftmmerital Activities
.^008, 2007_^0L.2008_2.008_ 2007

$ 141,670,000

63.190,000

382,191

240,588

$ 177,515.000

62.760,000

1,762.774

210.091

\ ]
• • \

(3
(J
G
V, J
,, ,.̂

$ 141,670,000

63,190,000

240,688

$ 177,515,000

62,760,000

210,091

General Oblgation Bonds

TIF Revenue Bonds

Notes Payable

Capital Leases

Total Outstanding Debt

382,1911,762,774

$__jL7fi?,774 $ _ _ 3 8 2 J M $ = 2 i 2 . M J M

Major outstanding debt events during flie current fiscal year included the following:

, m September 2007. the County issued $25,500,000 of General Obligation Bonds bearing interest rates of 4.0% to 5.00/o and with

va.Ving maturty dates through 2027. $20,000,000 of the proceeds of these bor^ds was used for the Count/s rural and crrtK=al 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 Genera. Obligation Bonds bearir^ Interest rates of 4.0% to 5.0% and w,th

varying maturity dates through 2020. The proceeds of these bonds were used for vanous County projects.

. The county issued a $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 r^aintains an underlying, uninsured "AA" bond rating from Standa^i & Poor's Rating Group, an underlying, uninsured -Aa2" bond

rating from Moody's Investors Service, arxl an underiying, uninsured -AA-- bond rating from Fftch for its most mcent general « 9 ^ - ; ^ ° " ' ^ -

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 rewnt TIP revenue bonds.

State statutes limit the amount of general obligation debt a govemmental 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 limMon for the County is $88,104,325. Beaufort County

was $44,708,501 under this legal limit at June 30.2008.

Additional infommtion on the Countys long-tem, debt can be found in note 6 on pages 51 thrtDugh 56 of this report.

I J

o
( )
o
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BEAUFORT COUNTY. SOUTH CAROLINA

MA^!AGEMENT•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 naSonai average unennploymetrt rate of 5.6 percent.

. The housmg maricet downturn tiegan to affect the County durtng the 2008 fiscal year, however the downturn in the County was

much less severe than in other areas around the country.

. The cost of living In this region still compares favorably to other areas of the country.

AH of these factors were considered in preparing Beaufort County's budget for the 2009 fiscal year.
L)
•.„ - '

During the 2008 fiscal year, unreserved, undesignated fund balance in the general fimd decreased by $624,026. No fund balance of the

•\,-J general fund has been appropriated for spending in the County's 2009 fiscal year original budget

(3
( 1 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

iv ,' finances. Questions concerning any of the infomiation provided in this report or requests for additional finandal information should be

("') addressed to the Rnance Department, Post Office Box 1228, Beaufort, SC 29901-1228.

o
- • ' ' ' \
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Window to the Past by Barry E. Wright, M.D.

"* 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

June 30,2008

Governmental

Activities

$ I41.74g.2r/

16,589.114

5,636,303

1,750,033

91.717

165,812,444

3,009,390

1,723,652

4,733,042

91,044,875

167,370,544

258,415,419

428,960,905

Business-Type

Activities

$ 1,393,504

1,231,671

304.267

71,726

3,001,168

-

13,855,584

9,479,052

23,334,636

26,335,804

$

Totals

143,133,781

17,820,786

5,636,303

1,750,033

304,267

163,443

168,813,612

3,009,390

1,723,652

4,733,042

104,900,439

176,849,596

281,750,055

455,296,709

ASSETS

Current Assets

Cash and Equity in Pooted Cash and Investments

Rec»ivabtes, Net

Due from Other Governments

Advances to Other Funds

Inventories

Prepaid Expendituresl _ J

NoncunBnt Assets

Equity in Pooled fnvestments

Advances to Other Fundso

f i Capital Assets

Non-Depredabfe

Depredable

Total Assets

UABIUTIES

Liabilities

Accounts Payable

Accmed Payroll

Aocnjed Interest Payabie

Current Portion of Long Terra Debt

Advances Payable to Other Funds

DuetoOttiers

Deferred Revenues

Long Term Liabifities

Accrued Compensated Absences

Net Other Postemployment Benetits Obligation

Long-Term Obligations

Total Uabilities

NET ASSETS

Invested in Capital Assets, Net of Related Debt

Restricted for Debt Service

Unrestricted (Daticit)

Total Net Assets $

9,456,445

2,831,028

3,648,037

6,476,701

1,656,323

5,622

24,174,156

2,763,940

3,241,930

234,008,390

240,014,260

264,188,416

70,675,038

48,605,864

45,491,587

164.772,489 $

746,544

108,202

39,122

1,710,911

2,604,779

77,411

139,858

1,723,652

1,940,921

4,545,700

21,571,862

218,242

21,790,104 $

10.202,989

3,039,230

3,648,037

6,515,823

1,710,911

1,656,323

5,622

26,778,935

2,841,351

3,381.788

235,732,042

241,955,181

268,734,116

92,246,900

48,605,864

45,709,829

186,562,593

The accompanying nates are an integral part of these finandai statements.
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BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF ACTIVITIEES

For the Year Ended June 30.2008

Expenses

$ 27,566,886
45,505,447
21,017,930
9,545,159
2,082.811

11,682,973
10,691,835

Charges for
Services

$ 13,170.035
7,990.064
7,016.889

410,076
16,525

2,809,504

-

Program Revenues
Operating Grants
and Contributions

$ 827,308
1,096,323

552,578
4,816,142

478,095

542,074
-

Capitai Grants
and Contributions

$ 5,010,000

795,350
27,480.577

-
-

-
-

Functions/Programs
Governmental Activities

General Government
Public Safety
Public Works
Public Health
Public Welfare
Cultural and Recreation
Interest

Total Governmental Activities
33,285,9278,312,52031,413.093_mO93J41

Business-Type Activities
Garage
Stomiwater Utility
Lady's (sland Airport

Hilton Head Airport

Total Business-Type Activities

Total

4,778,275
2,896.205

845,649

2,675,379

4,913,862
3,233,196

729,620

1,508,466

121,787
882,837244,468

1,(X)4,624244.46810,385.146J l i l §§ j§2 i

$ 139,288,549 $ 41,798,239 f _ 8,556,988 $ 34,290,551

General Revenues & Transfers

Taxes
Grants and Contributions Not Restricted
Unrestn'ded Investment Earnings

Transfers In / (Out)

Miscellaneous

Total General Revenues & Transfers

Change m Net Assets

Net Assets, Beginning

Net Assets, Ending

The accompanying notes are an integral part of these financial statements.
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Exhibit 2

. . . , _ • •

'{ j

I ]

i !

\^ '}

LJ

! "5

( 1

C.)

( )

( ;

Net (Expense) Revenue and
Changes In Net Assets

Governmental
Activities

$ (8.559,543)
(35,623.710)
14,032,114
(4,318,941)
(1.588,191)
(8,331.395)

(10,691,835)

_J^;081^01)

-

$ (55,081,501)

Primary Government
Business Type

Activities

$ - $

_

135.587
336,991

5,758
(39,606)

438,730

$ 438,730 $

Totals

(8,559,543)
(35,623.710)
14,032,114
(4,318,941)
(1,588,191)
(8,331,395)

(10,691,835)

(55,061,501)

135,587
336,991

5,758
(39,606)

438,730

(54,642,771)

$ 81,399,195
9,621,104
4,701,846
1,863,867
9,342,263

106,928,275

51,846,774

112,925,715

$ 164,772,489

$

$

86,760
(1,863,867)

270

(1,776,837)

(1,338,107)

23,128.211

21,790,104

S

$

81,399,195
9,621.104
4,788,606

9,342,533

105,151,438

50,508,667

136,053,926

186,562,593
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BEAUFORT COUNTY. SOUTH CAROLINA
BALANCE SHEET

GOVERNMENTAL FUNDS
June 30, 2008

General

$ 16,963,419
4,063,589
2,750,352
3,473,685

85,849

$ 27,338,884

County Wide
General

OWigadon
Bonds

$ 20,230.545
1,705,490

49

-
-

$ 21,936,084

Sales Tax
Projects

$ 16,285,029
7,783,702

-
-
-

$ 24,068,731

ASSETS
Cash and Equity in Pooled Cash and Investments

Recehfables, Net

Due from Other Governments

Advances to Other Funds

Prepaid Expenditures

Total Assets

LIABJLITIES AND FUND EQUJIY

Uabilities
Accounts Payable

Accrued Payroll
Due to Others
Deferred Property Tax Revenue

Deferred Revenue

Total Uabffities

FUND BALANCE
Reserved for Encumbrances
Reserved for Capital Projects
Reserved for Debt Seivice
Unreserved

Total Fund Balance

Total Liabilities and Fund Balance

c

( '$ 1,169,5012,967,386

2,599,817 .
1,308,938

703,762

7,579,903

128,468

1,169,501128.468

20,771,536

2,127,694
827,243

21,807,616

18,929,748

19,756,991 22,899,23021,807,616

5 27,336,894 $ 21,936,084 %_ 24.068,731

The accompanying notes are an integral part of these financial statements.
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Exhibit 3

Real
Property
Program

$ 2.929,631
210.000

-
-

$ 3,139.631

Bluffton
Parkway
Project

S 3.361.646
323,912

-
-
-

$ 3,685,558

Nonmajor
Govemmenta!

Funds

$ 84,984,397
2,502.421
2.885.902

-

5.868

$ 90,378.588

Total
Govemrnentat

Funds

$ 144,754,667
16,589,114
5,636,303

3,473.685
91.717

$ 170,545.486

{ !

55,141 $9,446 5.254.971 S
331.211
347,385
48.430

5,622

; 9,456,445
2.931.028
1,656,323

880,660
5,622

5,987,619 14,930,0789,446 55,141

22,8'99,299

32.327.528

48,605,864

51.782,717

155,615.408

1,283.116
2,347,301

17.404

24,722,348

26,798,248

32.852,969

84,390,969

3.130.185

3.630.4173,130.185

3,885.558 $ 90,378,588 $ 170.545,486$ 3,139.631
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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

$ 155,615,408Total Governmental Fund Balances (Exhibit 3)

Amounts reported for governmental activities in the statement of net assets are differeint because:

Capital assets used in governmental activities are not financial resources and, therefore, are

not reported in governmental funds

Other long-term assets are not available to pay for current period expenditures and, therefore,

are reported as deferred in governmental funds - property taxes

Long-term liabilities, including bonds payable, are not due and payable in the current period
and, therefore, are not reported in governmental funds

Accrued Interest Payable
Current Portion of Long Term Debt
Accrued Compensated Absences
Net Other Post Employment Benefits ObOgafion
Long-term obligations

Net Assets of Govemmental Activities

258.415,419

880,660

(3,648,037)

(6,476,701)

(2,763,940)

(3,241,930)

(234,008.390)

$ 164,772,489

v J

o

The accompanying notes are an integral part of these financial statements.
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Allee by Peggy Mac Bean

"I had just come across the word allee 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."



v._..

BEAUFORT COUNTY, SOUTH CAROUNA

STATEMENT OF REVENUES. EXPENDITURES AND CHANGES IN FUND BAtAMCES

GOVERNMENTAL FUNDS

For the Year Ended June 30, 2008

General

$ 60,474,820

3.894.583

8.649,634

10,568,767

1,029.600

1.015,196

565,823

86.198,423

20,963,806

38.617,353

15,946,656

2,975,284

931.321

8,658.731

-
-

88,093,151

(1,894,728)

County Wide

Qeneral

Obligation

Bonds

$ 9,107.612

-
187.213

-
-

787,746

1,444.824

11.527,398

-
-
-
-
-

6,685,000

5,731,747
-

12,416,747

(889,352)

Sales Tax

Projects

-
25,531.506

-
-

399.212

25,930,718

-
-

-

-
•
-

6,846,156

6,846,156

19,084,562

( ^

{ "̂

(..::

c
o
G
CD
( 3
<•" •"•,

\J
L)
C !
( ;i

L)
O
O
O

Revenues

Taxes

Licenses and Permits

Inteigovemmentaf

Charges for Services

Rnes and Forfeitures

Interest

Settlements

Miscellaneous

Total Revenues

Expenditures

General Government

Public Safe^

Public Works

Public Health

Public Welfare

Cultural and Recmation

Debt Service - Prindpal

Debt Sennce - Interest and Fees

Capital Projects

Total Expenditures

E-xcess of Revenues Over (Under) Expenditures

Other Financing Sources (Uses)

issuance of Bonds

Transfers in

Transfers Out

Totai Other Financing Sources (Uses)

17.530,000

4,075,128

21,605,128

2,251,087

(2,241,888)

9,199

(1,885,529) 20,715,776 19.084,562Net Change in Fund Balance

3,614,6681,091,84021.642,520Fund Balance at the Beginning of the Year

Fund Balance at the End of the Year $ 19,766,991 $ 21,807,616 $ 22,899,230

The accompanying notes are an integral part of these financial statements.
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Exhibit 4

LJ Totals

Governmental

Funds

$ 80,919,392

15,244.516

51,219,551

14,880,644

1,287,93:3

4,701,846

6,503,786

3,091,560

177,849,228

Biuffton

Parkway

Project

Nonmajor

Governmental

Funds

$ 11,336,960

11,349,933

11,841,198

4,311,877

258,333

1,876,923

6,503,786

1,080,906

48,559,916

Real

Proper^

Program

\ J

( J
i \
\ I

ij

i J

(J)
(J

5,010,000

488,149

7

5,498,155

-

134,620

134,620

3,318,141

4,012,204

3,558,404

6,673,427

621,330

705,935

930,000

4,387,498

12,690,463

36,897,402

11,662,514

24,281,947

42,629,557

19,505,060

9,648,711

1,552,651

9,364,666

7,615,000

10,119,245

51,042,849

175,759,486

2,089,742

I ,,' 20,908,819

20,908,819

10,597,211

10,597,211

(15,410,663) (10,462,591)

20,000,000 5,500,000 43,030,000

18,842,778

(16,978,911)

44,893,867

12,516,563

(14,737,023)

(2,220,460)20,000,000 5,500,000

4,589,337 (4,962,591) 9,442,054 46,983,609

(1,459,152) 8,593,008 74,946,915 108,631,799

$ 3,130,185 $ 3,630.417 $ 64,390,969 $ 155,615,408
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Exhibit 4
Continued

BEAUFORT COUNTY, SOUTH CAROLINA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BAUNCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30,2008

>,„_;

$ 46,983,609Total Net Change in Fund Balances - Governmentai Funds (ExhM 4)

Amounts reported for governmental activities in the statement of activities are different because;

Govemment funds report capita! outlays as expenditures. However, in the statement of activities
the cost of those assets are allocated over their 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 acUvities, the loss on disposal of capital assets is reported. Conversely,
govemmental 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 coitected for several months after the County's fiscal

year ends, they are not considered "availabte" revenues in the governmental funds

Increase in Deferred Property Taxes

The issuance of long-temi debt (bonds, leases) provides current financial resources to govemmental
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

Issuance 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 govemmental funds

Increase in Accrued Interest
Increase in Accrued Compensated Absences
Increase in Other Post Employment Benefit Cost

o

(J

o
54,715,472

(10,741,537)

(189,217)

479,803
V .!

(43,030,000)

7,615.000

30,497
I.

(573,289)

(202,634)

J3j241j930)

\ ?

51,846,774Change in Net Assets of Governmental Activities

The accompanying notes are an integral part of these financial statements.
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Exhibit 5

BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BAIANCES

BUDGET AND ACTUAL

GENERAL FUND
For the Year Ended June 30,2008

GENERAL

Actual

$ 60,474,8;>0
3,894,583
8,649,634

10.568,767
1,029,600
1,015,196

565,823

86,198,423

20,963,806
38,617,353
15,946,658
2,975,284

931,321
8,658,731

88,093,1§1

(1,894,728)

2,261,087
(2,241,888)

9,199

(1,885,529)

21,642,520

$ 19,756,991

Vanance
with Final Budget

Positive
(Negative)

$ (1,353,180)

(1,567.020)
755,285

(1,081,050)
165,160
310,196
250,723

(2,519,886)

548,911
1,324,172
1,611,181

91,902
54,764

169,606

3,800,536

1,280,650

(3,561,413)
818,684

(2,742,729)

(1,462,079)

$ (1,462,079)

$

$

Original
Budget

61,828,000
5,461,603

7,894,349
11,649,817

864,440
705,000
315,100

88,718,309

23,054,464
39,010,991
16,727,486
2,665,656

471,585
8,693,301

90,623,483

(1,905,174)

4,957,500
(3,060,572)

1,896,928

(8,246)

21,642,520

21,634,274

S

$

Final
Budget

61,828,000
5,461,603
7,894,349

11,649,817
864,440

705,000
315,100

88.718,309

21,512,717
39,941,525
17,557,837
3,067,186

986,085
8,828,337

91,893,687

(3,175,378)

5,812,500
(3,060,572)

2,751,928

(423,450)

21,642,520

21,219,070

Revenues
Taxes
Licenses and Pennits
Intergovernmental
Chaises for Services
Fines and Forfeitures
interest
Miscellaneous

Total Revenues

Expendftures

General Government
Public Safety
Public Works
Public Health
Public Welfare
Cultural and Reo'eation

Total Expenditures

Excess of Revenues Over (Under) Expenditures

Other Finandng Sources (Uses)

Transfers In

Transfers Out

Total Ottier Financing Sources (Uses)

Net Change in Fund Balance

Fund Balance at the Beginning of the Year

Fund Balance at the End of the Year

The accompanying notes are an integral part of these financial statements.
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Exhibit 6

BEAUFORT COUNTl', SOUTH CAROLINA
STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
June 30. 2008

ASSETS
Current Assets

Cash and Investments with Trustee

Receivables, Net
Internal Balances
Inventories
Pr^jayments

Total Current Assets

Capital Assets

Accumulated Depredation

Total Assets

Garage

$ 2,169
313,459

-

136,650
71,726

523,004

417,789

(186,611)

231,178

$ 754,182

Stormwater
Utility

$ 1,390,763
371,112

-
109,102

-

1,870,977

2,431,367

(998,813)

1,432,554

$ 3,303,531

Lady's Island
Airport

$ 372
68,072

(240,000)

59,515
-

(112,041)

3,967,504

(568,124)

3.399.380

$ 3,287.339

Hilton Head
Airport

$ 200
479,028
240,000

-
-

719,228

23,121,164

(4,849,640)

18,271,524

$ 18,990,752

Totals
V_-

1,393,504
1,231,671

304,267

71Z26

il
j

3,001,168

29,937,824

(6,603,188)

23,334,636

26,335,804

LIABILITIES
Uabllities

Account Payable

Accrued Payroi!

Current Portion of Advances

Payable to Genera! Fund

Total Current Liabilities

746,544

108,202

1,750,033

2,604,779

74,018

37,665

1,646,184

1,757,867

82,624

4.922

103,849

23,895

63,882

566,007

1,933

191,39587,577567,940

Long TeiiTi Liabilities

Accrued Compensated Absences

Net Other Postemployment

Benefits Obligation

Advances Payable to General Fund

Total ijjng Term Liabilities

Total Liabilities

145

2,797
_

2,942

570.682

44,457

95,104

_

139,561

227,138

1.759

2,797

4,556

195,951

31,050

39,160

1,723,652 .

1,793,862

3,551,729

77,411

139,858

1,723,652

1,940,921

4,545,700

NET ASSETS

Invested in Capital Assets. Net

of Related Debt

Unrestnoted pefidt)

Total Net Assets

231,178

(47,878)

$ 183,300

1,432,554

1,643,839

$ 3,076,393

3,399,380

(307,992)

$ 3,091,388 $

16,508,750

(1,069,727J

15,439,023 $

21,571,862

218,242

21,790,104

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

BEAUFORT COUNTY, SOUTH CAROLINA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS

For Ihe Year Ended June 30,2008

Operating Revenues

Garage Billings $

Fue! and Oil Sales

Stomiwater Utility Fees

StomiwaJer Ut8ity Project Billings

Hanger Leases

FBO Concessions

FBO Fue! Comission

Concession Sales

Firefighfing Fees

Landing Fees

Parking/Taxi Fees

Rentals

Passenger Fadiities Charges

TSA Revenues

Other Charaes

Total Operating Revenues

Operating Expenses

Costs of Sales and Services

Personnel

Purdiased Services

Supplies

Depreciation

Total Operatinq Expenses

Operating Income (Loss)

Non-Operating Revenues (Expenses)

FAA Grants

SCAC Grants

Non-Operating Grant Expenditures

Transfers Out

Gain (Loss) on Sale of Property and Equipment

Interest Earned

Interest Expense

Total Non-Operating Revenues

Change in Net Assets

Net Assets, Beginning

Met Assets, Ending $

Garage

1,773,£(53

3,140,009

-
-

-

-

-
-

-

-

-
-

-

-

4,913,862

2,893,750

52,880

1,793,146

11,925

26,574

4,778,275

135,587

-

-

-

-

270

-
_

270

135,857

47.443

183,300

Stocmwater

utinty

$
-

2,910,758

316,307

-

-

-
-

-

-

-
-

-

-

6,131

3,233,196

-

1.677,522

385,734

539,600

293,349

2,896,205

336,991

-

-

-

-

-

19,681

19,681

356,672

2,719,721

$ 3,076,393

Lady's Island
Airport

$
599,504

-
-
-
-

8,362

-

14,894

-

106,852

-

-

8

729,620

438,114

109,969

166,559

13,371

53,412

781,425

(51,805)

90,703

31,084

(64,224)
(63,867)

-

-
-

(6,304)

(58,109)

3,149,497

S 3,091,388

Hiltoo Head
Aiiport

$

-

-

-
30,000

22,005

96,985

-

267,911

196,266

45,245

827,399

101,257

143,211

22,657

1,752,936

-

936,470

579,634

64,939

633,282.

2,2(M,325

(451,389)

864,230

18,607

(376,873)

(1,800,000)

-

67,079

(94,181)

(1,321,138)

(1,772,527)

17,211,550

$ 15,439,023

Totals

$ 1,773,853
3,739,513

2,910,758

316,307
30,000

22,005

96,985

8,362

267,911 i

211,160 !

45,245 \

934,251 ;

101,257

143,211 j

____28J96 1

__10J29j614 1

3,331,864 1
2,776.841 I

2,925,073 \

619,835

1,006,617 i

10,660,230

(30.616)

954,933

49.691

(441,097)

(1,863,867)

270

86,760

___J1,3O7^491)

(1,338,107)

23,128,211

|__21j790^104

The accompanying notes are an integral part of these ftnandal statements.
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Exhibits

Sheet 1

BEAUFORT COUNTY, SOUTH CAROLINA

STATEMENT OF CASH aOWS

PROPRIETMiY FUNDS

For the Year Ended June 30, 2008

L_.,

Garage

$ 4,861,323

(49,474)

(4,687,834)

124,016

270

(122,116)

.

(121,846)

2,169

$ 2,169

Stomiwater

Utility

$ 2,866,009

(1,552,309)
(1,008,569)

305,131

_

-

-

(109,656)

(109,556)

19,681

215,256

1,175,507

$ 1,390,763

Lady's Island

Airport

$ 877,109

(105,794)

(57,563)

90,703

31,084

(64,224)
-

-
-
-

57,563

-

372

$ 372

Hilton Head
Airport

$ 2,176,480

(893,291)

(1,215,642)

67,547

864,230

18,607

(376,873)

-

(126,991)

(419,418)

(94,181)

(134,626)

67,079

-

200

$ 200

Totals

S 10,780,921

(2,600,868)

(7,740,923)

439,130

954,933

49,691

(441,097)

270

(358,663)

(419,418)

(94,181)

(306,465)

86J60.

217.425

$ 1,393,504

Cash Flows from Operating Activities:

Cash Received frran Customei^ and Users

Cash Paid to Employees

Cash Paid to Suppliers

Cash Flowis ftom Capital and Related Financing Activities:

FAA Grants

SCAC Grants

Non-Operating Grant Expaiditures

Proceeds from Sale of Capital Ms^ta

Purchase of Capital Assets

Prindpal Payments Debt

Interest Paid on Debt

Cash Flows from Investing Activities:

Interest Earned

Net tnccease in Cash and Cash Equivalents

Cash and Cash Equivalents, July 1,2007

Cash and Cash Equivalents, June 30, 2008

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

-39-



ExWbite

Sheet?.

BEAUFORT COUNTY. SOUTH CAROLINA

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

For the Year Ended June 30,2008

Stormvrater Lady's Island Hilton Head
Utility Airport Aiiport TotalsGarage

Reconoaiatiofi of Operating Income to Net Cash Flows from Operating Aciivities:

Operating lr>come (Loss) $ 135,567 $ 336.991 $ (StSOS) i__f551J§D $ ea§ l§)

Adjustments to Reoondle:

Depredation

Changes in Assets and Liabilities:

(IrKjease) Decrease in Accounts Recavable

(Increase) Decrease in Inventories

Increase (Decrease) in Accounts Payabie

Increase (Decrease) in Accured PayroJ

Increase (Decrease) In Accrued

Compensated Absaices

Incnease (Decrease) in Net Other

Postempioyment Benefits Ot)figatton

1,006,517J>33j2^53,412

(52,539)

(64,640)

75,527

464

145

2,797

(38,146)

S 124,015

(367,187)

-

(83.235)

(14,348)

44,457

95,104

(325,209)

$ 305,131

147,489

(28,820)

(182,014)

(381)

1,759

2.797

(59,170)

$ (57,563) i

423,544

-

(581.069)

(27,031)

31.050

39J6Q_

(114,346)

i 67.547

161,307

(93,360)

(770,791)

(41.296)

77.411

139,858

Net Cash Flow ftom Operating Adlviiles
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Exhibit 9

BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF FIDUCIARY NET ASSETS

AGENCY FUNDS v „ .
June 30,2008 ,

ASSETS
Cash and Equity in Pooled Cash and Investments I—§lslZMli ;
„ , . . 91,176,012 ;'T
Total Assets ' — /

LIABJLITIES
r ;; 91,176,012
Due to Agency ' — ' - — ^ ,

, , . .. ,„. 91,176,012Total Liabilities ' —— .; •

c
V . •

V. J

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 {he Year Ended June 30,2008

giimmafy of Significant Accounting Policies

The financial statements of Beaufort County, South Carolina, have been prepared In conformity with accomting 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 Standartis Board (FASB) statement and interpretations Issued on or before November 30,1989 to its

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 govemmenfs accounting pohdes are described below.

Reporting Entity

Beaufort County operates under the Council/Administrator fomti of government with Council members elected for four-year

terms from each of the eleven single-memberdistricts. This report includes aii fimds of Beaufort County that are controlled by

this goveming body, and are considered to be the "reporting entity' known as Beaufort County.

Government-Wide Financial Statements
The statement of net assets and the statement of activffiesdisplaylnfomiation about the County asawhote. These statemente

include the financial activities of the primary government, except for fiduciary funds. Forthe most part, the effect of interfund

activity has t>een removed from the statements. The statements distinguish between those acthrities of the County that are

govemmental and those that are considered business-type activities.

The statement of net assets presents the financial condlMon of the govemmenta! and business-type activides for the County at

year-end. The statement of activities presents a comparison between direct ejqsenses and program revenues for each program

or function of the County's governmental actlvfties and for the business-type activities of tt« Countĵ  Direct expenses are those

that are specifically associated with a service, program, or department and therefore dearly identiiiable to a partioilarfunction.

Program revenues include charges paid by the redpient for the goods or services offered by the program, grants and

contributions that are restricted to meeting the operational or capital requirements of a particularprogram, and interestegmed

on grants that is required to be used to support a particularprogram. Revenues which are not classified as program revenues

are presented as general revenues of the County, with certain limited exceptions. The comparison of direct expenses with

program revenues identifies the extent to which each business segment or governmental ftincHon is self-financing or draws

from the general revenues of the County.

Fund Financiai Statements

Dun'ng the year, the County segregates transactions related to certain County functions oractivities in separate funds In ottler to

aid financial management and to demonstrate legal compliance. Fund financial statements are designed to present finandat

information of the County at this more detaited level. The fotais of governmental and enterprise fund financiai statements is on

major funds. Each major fund is presentecJ in a separate column. Nonmajorfunds are aggregated and presented in a single

column. Fiduciary funds are reported by type.

Measurement Focus. Basis of Accountino. and Finandal StatementPresentation

The govemment-wide financial statements are reported using the economic resources management focus and iheaccnial

basis ofaccounSng, as are the proprietary lijnd and fdudatyfund financial statements. Revenues are recorded when eamed

and expenses are lecoitled when a liability is incurred, regardless of the timing of related cash fiows. 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 CWOLINA , ,

NOTES TO THE FINANCIAL STATEMENTS " ^

For the Yffiir Ended June 30,20Q8 ^̂—̂
i j

Sumrnarv of Significant Accountinq Policies - Continued: . \

Govemrmjntal fund financial statements are repotted using ttie aimntmandal resources rmasummentfccus and the modified I j

accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are ^ j

considered to be available when they are coHectible within the current period or soon enough thereafterto pay liabilities of the -^

current period. For this 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 expendrtures related to compensated absences and claims and judgments, are (̂ -_;

reoonied only when payment is due. ( Jl

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 v__/

considered to be measurable and available only when cash is received bythe government. (̂  J

(J
The government reports the following major governnrental funds: .. ,

The gewra/fond is the government's primary operating fund. It accounts for all financial resources of the general O

govemment, except those required to be accounted for in another fund. (̂  j

C ) •
The county wide general obligation bond fund accounts for the expenditures of the bond proceeds of the bonds j
issued for various capital pojeots throughout the County. ^

The sates tax projects ftind accounts for the expenditure of the 1 % iocal sates tax referendum proceeds which are . ,

used for various capital projects throughout the County. / N̂  |

The real property purchase program fund accounts forthe expenditure of bond proceeds of the bonds issued forthe \ ,;

purchase of rural and criUcal iands within the County. ( )

C )
The Bluffton Parkway project fund accounts for the expenditure of the bond proceeds of the bonds issued for the ;̂
Mnstructton of the Bluffton Parkway and for improvements tothe Buckwalter Parkway. ''• '

C)
The County reports the following major enterprise funds: i )

The garage fund accounts for the activities of the County's garage operations. ,

The storawaterutilityfund accounts forthe activitiesof the County's stomnwater utilityoperations. i •

"̂ rhe Lady's Island Airport fund accounts for the activities of the County's airport operations on Lady's Island.

The Hilton Head island Airport fund accounts for the activities of the County's airport operations on Hilton Head i

island. i
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( ) BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

; '' For the Year Ended June 30,2008

; ) 1. Summary of Significant Accourrting Policies - Continued:

' ; Additionally, the government reports the following fund types:
•' \

V ) Special Revenue Funds
^ The special revenue 'funds are used to account for the proceeds of specific revenue sources (other than

;:;^ special assessments, or major capita! projects) that are legally restricted to expenditures for spedfied

purposes.

( ; Debt Service Funds
Debt service funds ar« used to accountfor the accumulation of resources for, and the payment of, genersil

( 'i
^ - Iong4erm debt princii^al and Interest.
i' \

("") 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
r. , The agency funds account for monies field on behalf of school districts, special districts, and other

" agencies that use the County as a depository or property taxes are coliected on behalf of the other

govemments.

> As a genera! rule the effect of interfund activity has been eliminated from the govemment-wide financial statenwnts. Exceptions to this

general rule are charges between the govemment's garage function and van'ousotherfunctions of the govemment. Elimination of these

~ -' charges would distort the direct costs andprogranu revenues reported for the various functions concemed.

; i Amount reported as pmgram revenues include (1) diarges to customers or applicants for goods, services, or privileges provkJed, (2)

operating grants and contributions, and (3) capital grants and contributions. Intemally dedicated resources are reported as general

. revenues rather than as program revenues. Likewise, general revenues Include all taxes.

' Proprietary funds distinguish operating revenues and expensesfrctm nonoperating items. Operating revenues and expenses generally

i result from providing services and producing and delivering goods in corjnection with a proprietary fund's principal ongoing operations.

The principal operating revenues of the County enterprise fund are changes to customers for sales arwi services. Operating expanses for

enterprise funds indude the cost of sales and services, administrative expenses, and depreciation on capital assets. AH 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 restncted resources first, theri

unrestricted resources as they are needed.

Net Assets - Net assets representthe difference between assets and liabilities. Net assets invested (n capital assets, net of related debt

consists of capita! assets, net of accumulated depreciation, reduced by the outstancfing balances of any txjnrowing used forthe acquisition

construction or improvements of those assets. Net assets are reported as restricted when there are IWtafions imposed on their use either

through the enabling legislation adopted by the County or through external restriction imposed by creditors, grantors, laws, or reguiatrons

of other govemments. Net assets invested in capital assets net of related debt were as follows:

- 4 4 -



i ]

BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS ; '

For the Year Ended June 30,2008 *—'

1. Summary of Significant Accounting Poiicies - Continued: , ^̂

Net Capftal Assets 5 258.415,419 U

Less: Current Portion of Long Term Ctebt (6,476.701) j )

Long Term Obligations (234,008,390) . ,

Add Unspent Bond Pfoceeds: Sales Tax Projects 22.899,230

Real Property FVogram 3.130,185 >—•

BlufRon Parkway Project 3,630,417 ( j

Capital Projects Funds 23,084.878 , ,

V )

Deferred revenue - Deferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied. On ( )

governmental fiind financial statements, receivables that will not be collected within the available period have also been reported as

deferred revenue.
o
o

Fnitity in Ponied Cash and Investments - The County maintains a pooled cash and investment account for all funds for accounting and L J

investment purposes. This gives the County the ability to invest idle cash for short periods of time and to eam the mostfavoraWe available rj

rate of return. The "equity in pooled cash and investments"represents the amount of pooled cash and investments owned byeach fund of , ,

the County. Certain individual funds may fedect a cash deficit, from time to time. These cash deficits are not considered an equity ^ ;

transfer since the trarjsfer has not been approved by County Gounciland is considered to be temporary in nature. v •

Investments-Investments consist of certificates of deposit and repurchase agreements. With the majority of the County'sinvestnuents , ,

maturing in less than 1 year, all investments are recorded at cost, which approximates market value.

Receivabtes - All receivables are reported at their gross value and when appropriate, are reduced by tiie estimated portion that is i ;

uncollectible. i. '

Inventories - Inventories consist of fuels and supplies (enterprise funds) and are stated at the lower of "flist-ln. 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 ( j

historical cost. Contributed assets are reported at fair market value as of the date received. Additions, improvements and other capital ^

outlays that significantly extend ttie useful life of an asset are capitalized. Other costs incurred for repairs and maintenance are expensed '

as incurred. Depredation on all assets is calculated on the straighWIne basis starting in the month of purchase/completion over the \

following estimated useful lives:

Buildings 25 years • (

improvements 25 years

Infrastructure 25 years

Equipment 5 - 1 0 years

Lona-Term Obligations - In the government-wide financial statements and propnetary funds finandal statements, bng-term debt and other

tong-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. Bondspayablearereportednetofapplicablebondpremiumordiscount Bond issuanos costs are reported as deferred dnarges (

and amortized over the term of related debt /
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

1. Summary of Significant Accounting Pdides - Continued:

In the fond 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 i!5 reported as bond proceeds. Premiums received on desbt issuances are reported as

interest on investments wtiile discounts and issuance costs are reported as interest and fees expenditures.

Compensated Absences - The County accnies compensated absences and associated employe&-related costs when eamed by the

employee.

Due to and from Other Funds/lntemai Balances- interfund receivables arid payables in the fund financial statements and internal

balances in the government-wide financial statements arise fron î intertund 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 coBeĉ ed within the same period In

which the taxes are levied.

Expenditures- Expenditures are recognized wtien the related fuiid I'lability is incurred.

Use of Estimates - The preparation of financiai statements in conformity with generally accepted accounting pn'nciples requires

management to make estimates and assumptions that affect ttie County's financial position and resuKs of operations and disclosure of

contingent assets and Abilities. Actial results could differ from those estimates.

Budoets and Budaetarv Accounting - The County uses GAAP as She basis for its budgeting and uses the following procedures in

establishing the budgetary data reflected in the financial statements:

(1) The County Administratorsubmits to County Council, prior to June 1, proposed operating, special revenue, debt service, and

capital improvement (CIP) budgets for the fiscal year commencing July 1. The operating, special revenue, debt service, 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 Section4-9-140 of the South Carolina Statutes.

(3) Public hearings are held pursuant to Section 4-9-140 of the South Carolina Statutes in order for the Council to adopt the

tentative and final budget.

(4) Pnor 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 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 t>etween 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 Chainnan and/or Council Rnance

Committee Chainnan; transfers of S5,000 or less can bis approved by the County Administrator and/or his designee.
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BEAUFORT COUNT*', SOUTH CymOLINA

NOTES TO THEFlWNCtAL STATEMENTS "^

For the Yeaf Ended June 30, 2008 ''•—'

1. Summafv of Significant Accounting Policies - Continued:

(6) Formal budgetary integration is employed as a measurement control device for all govemn:iental funds of the County. The level

on which expenditures may not legally exceed appropriations is the fund level.

(7) Budgets for the governmental fund types are adopted on a basis consistent withgenerady accepted accounting principles.

(8) Revenuesinexcessofthecurrentbudgetordinancemaybeexpendedasctirectedbytherevenuesourceorforthepurposefor . , ,

whichthefundsweregeneratedwKhoutfurtherapprovalbyCountyCouncil,asperSection14ofCountyOrdinance#20CW14. rj j

r ) 1
2. Cash and Eouitv in Ponied Cash and Investments " T i

I
niistodial Credit Risk- Deposits ! , , „ ; j
Custodialaeditriskistheriskthatintheeventofabankfai1ure,theCountysdepositsmaynotberetumed. The County does not have a .̂ ̂ ^ ,

deposit policy for custodial credit risk. At June 30.2008. the carrying amount ofthe County's depositswas $28,151,959 and the bank > -•

balance was $25,146,322. State law requires that all ofthe Count/s deposits be covered by FDIC insurance or by collateral held by the L _.,

pledging financial institutions' tmst department in the County's name. ( )

Investments . ,

As of June 30, 2008. the County has the following investments:

V._,,,'

\ J

Fair

Value

$ 2,728,847

199J4M23

201,878,250

7,293,974

$2mjJ222A

Investment maturfties (in vears)

Less than

1

$ 2,728,847

196.140,013

198,868,860

7.293.974

$2mJSl£3A

1-5

$
3.009.390

3,009,390

Investn^ent Type

US Treasury Obligations

US Govemment Agency Obligations
201,878,250 198,868,860 3,009,390

South Carolina Local Govemment

Investment Pool

Interest Rate RsK
The Countydoes not haveafomialinvestmentpoHcy that limits investmentmaturitiesasameans of managing its exposure to fairvalue

losses arbing from increasing interest rates.

Credit Risk

The County has no investment policy that would further limit its investment chokes other than state law. As of June 30, 2008, the

underlying security ratings ofthe County'sinvestmentin the South Carolina Local Government InvestmentPool (LGIP) may be obtained

from the LGtP's complete financial statements. These financial statements 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 MoodylS Investors Services.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For ttie Year Ended June30, 2008

Cash and Equity io Pooled Cash and Investments-Continued:

Concentration of Credit Risk
The County places no limit on the amountfheCountjr may invest in any one issuer. As of June 30,2008, the County had investments wffli

three issuere that exceeded 5% of total investments.

ReceivaMes/Due froni Other Governments

Alt property taxes receivable are shown net of aliowancesfor uncollectibles. The County oansideis ail taxes to be coitectWe; therefore, no

allowance for uncollectibles has been established.

The foftowing details receivables-net by fund:
County Wde

General
Obligation

Bonds .
$ 149,879

Sales
Tax

_E£Oiects_
General
Fund
745,743

74,678

1,762,774

Property Tax Receivable

Licenses and Fees Receivable

Accounts Receivable- Other 7.783,7021.555.611

Nonmajor
Governmental

Funds

Bluffton
Parkway
Project

Real
Property
Program

51,458

1,443,805

1.007.158

$Property Tax Receivable

Licenses and Fees Receivable

Accounts Receivable- Other 210.000

$__2m£iflQ

323.912

Key dates in the property tax cycle for tax year2007 are as follows:

Assessment Date

Property Taxes Levied

Tax Bills Rendered

Property Taxes Payable

Delinciuency Date

Tax Sale Dates

2004

September 3,2007

October 1, 2007

March 16,2008

March 17,2008

October 6-7, 2008
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

Receivables/Due from Other Governments - Continued:

The following details the due from other governments by fund:

General
Fund

$ 2,003.755

746,597
-

_

-

County Wide
Genera!

Obligation
Bonds

$ 49

-

-

-

-

-

-

-

-

Nonmajor
Governmental

Funds
$

184,556

585,142

1,258,394

55.388

24,488

18,881

59,515

699.638

State Aid to Subdivi:>!ons

General Govemment Programs

Public Safety Programs

Public Works Programs

Alcohol & Drug Programs

Disabilities and Special Needs Programs

Public Welfare Programs

Cultural & Recreational Programs

2005 Bond Projects

Capital Assets4.

Governmental Activities

Balance
June,lQL20m

$ 75,884.513

_ _ 1 5 J 8 g j K

91.044.875

Disposals
or Transfers

Balance
June 30. 2007

$ 54,310,250

29.618.525

83.928,775

Capital Assets not Bsing Depredated:

Land & Easements

Construction in Progress

Total Capital Assets not Being Depreciated

Other Capital Assets:

Buildings & improvernents

Infrastructure

Equipment

Total Other Capital Assets

Accumulated Depreciation -

Buildings & improvements

Accumulated Depreciation -

Infrastructure

Accumulated Depreciation -

Equipment

Total Accumulated Depreciation

Other Capital Assets, Net

$ 21,574,623

33,242.802

54.817,065

$

47.700.965

47,700.965

206,740

994.592

130,132,696

71,743,906

_42.414.636

244,291,238

43,243,660

5,898,982

27,778.052

76.920.694
167.370.544

4,435,711

34,727,071

8,437.590

47,600,372

5,029,482

2,174,895

3.537.160

_10J41J37
36.856,835

125,903,725

37,016,835

197,892.198

38,414,398

3,724p87

25.052,789

67,191,272

130.700.926

1,201,332

200,218

811.897

1.012,115

189.217

Governmental ActivSies Capital Assets, Net$_2M62ajfl l

For the capital assets of the governmental activities, depreciation is computed on the straight-line method of depredation over the

estimated useful lives of the assets, w^ich range from fwe to twenty-five yeare. Depreciation expense for the yearended June 30,2008

was $10,741,537 anci the accumulated depredation as of June 30,2008 was $76,920,694.
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BEAUFORT COUNTY. SOUTH CAROLINA

NOTES TO TOE FINANCiAL STATEMENTS

For the Year Ended June 30, 2O08

Capital Assets- Continued:

The depreciation expense was allocated as follows;

General Government

Public Safety

Public Works

Public Health

Public Welfare

Cultural and Recreation

Total

Business-Tvoe Activities

Capital Assets not Being Depredated:

Land & Easements

Constfuctiofi in Progress

Tfifal Catiital Assets not Beino DeDfeciated

Other Capital Assets:

Buildings & Improvements

Total Other Capital Assets

Accumulated Depredation -

Buildings & Improvements

Accumulated Ctepreoiation—

Eouioment

Total Accumulated Depreciation

Other Capital Assets, Net

$ 2,605,845

3,176,223

2,887,090

80,493

189,077

1.803.809

Balance
June 30.2007

$ 13,802,425

63,867

13.866.292

11,499,363

4,411.370

15,910,733

3.894.579

_JJ35J8g
5.730.568

10.180.165

Additions

$

623,634

623.634

228,945

76.559

305,504

469,035

537.582

1.006.617

(701.113)

Disposals
or Transfers

$
634.342

634.342

-

133.998

133,998

-

133.998

133.998

-

Balance
Jun^ 30. 2008

$ 13,802,425

____53J59

11,728,308

4,353.931

16,082,239

4,363,614

2.239.573

6.603,187

_a479J62

$ 23,^34,636Business-Type Activities Capita! Assets, Net $J ^JJZAm

For the capital assets of the business-type activities, depreciation is computed on the straight-line method of depreciation over the

estimated useful lives, wh ich range from five to twenty-five yeans, 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 $8,603,187.

The depreciation expense was allocated as follows:

Garage

Stomiwater Utility

Lady's Island Airport

Hilton Head Airport

Total

$ 26,574
293,349

53,412

633.282

$1,006,617
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BEAUFORT COUNTV, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30,2008

I ona-Term Obliaatfons
GovemiTiental

Activities

$ 177,515,000

62,760,000

-

210,091

$ 24CL4S5Xiai

Business-type
Activities

$

-
1,762,774

-

$ J 7fi2,774

General Obligation Bonds

TIF Revenue Bonds

Note Payable

Capital Leases

General Obligation Bonds

In June 1999, the County tssued $9,100,000 in General Obligation bonds, bearing interest rates of 4.60% to 5.25% and with varying i ^

maturity dates through 2008, The proceeds of these bonds were used for various County projects induding the purchase of developn«nt (^^j

n-ghtson Lemon Isiand, the construcHonof the BuckwalterParkway,the minwrenovationsof various County buildings and park facilities, ,, .̂  ^

and other governmental prqects within the County. These bonds were retired during the 2008 fiscal year. ; 7;;̂  i
V J I

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

maturitydates through 2020. The proceeds of these bonds were used as follows: $10,000,0(K3 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 County projects induding the puixAase of telecommunicationsequipment the construction of additional fadiities for the Detention

center, the construction of additional hangars atthe Lady's Island Airport, and for other govemniental prqects 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 vaiying

maturity dates throucjh 2022. The proceeds of these bonds were used as follows: $10,950,000 to pay off the outstanding bonds and

related costs of the 1993 Genera! 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

govemment construction projects within the County. 1̂  A

ll)

I ! I

l.:J

C)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 ( j

approved by referendum in November2000, $5,000,000 for paving and improving roads within the County, and $10,500,000forvarious , .

County projects including the purchase of telecommunications equipment, improvements to various County parks, and for other p

governmenta! construction projects within the County. ^

In November 2004, tlie 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 ^

approved by referendum in November 2000, and $10,500,000 for various County projects including the purchase of various pubic works ^

and public safetyvehiicles, improvements to various County parks, and for other govemmental construction projects within the County. i, ;,

i . _
m November 2006, tlie 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 December2006, the Countyissued $30,000,000 in Genera! Obligation bonds bearing interest rates of 4.0% to 6.75% and wth varying ,•
maturities through 2026. Theproceedsofthesebondsw8reusedto-payofftheCounty'sBondAnticipatiDnNotesof$25,000,000and

provide additional fiunds for the construction of the Bluflon Parkway Prefect.
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BEAUFORT COUNTY, SOUTH CAROLIMA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

Long Term Obliqatbns - Coniinued:

LJ In September 2007,the County issued $25,500,000 of General Obligation Bonds bearing interest rates Ot4.0%to5.0% 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 November2006, and the remaining $5,500,000 of the proceeds of these bonds was used forthe Buckwalter

Parkway 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 throt^h 2020. The proceeds of these bonds were used for various County projects.

Ttie 2001 2002,2003,2005,2006,2006B, 2007, and 2007B general obligation bonds ans collateralized by the fuH faith and credit of the

County and are payable from ad valorem taxes.

Genera! obligation bonds accounted for in the County's Statement of Net Assets consist of the following at June30,2008:

K^^J

( )

O Rates and
Dates

4.6%-5.25%
2/1 and 8/1

4.375%-5.26%
2/1 and 8/1

3.0% - 4.875%
2/1 and 8/1

2.0% - 5.0%
2/1 and 8/1

3.0%-5.0%
2/1 and 8/1

3.5%-8.0%
3/1 and 9/1

4.0%-6.75%
3/1 and m

4.0%-5.0%
3/1 and 9/1

4.0%-5.0%
2/1 and 8/1

Maturity

2008

2020

2022

2023

2025

2026

2026

2026

2026

Original
Issue

$ 9,100,000

30,000,000

25,100,000

25,500,000

30,500,000

17,500,000

30.000,000

25,500,000

17.530.000

$210,730000

Outsitanding
at June 30,2003

$

21,690,000

15,380,000

21,750,000

29,900,000

16,650,000

29,500,000

25,350,000

17,295.000

$J22Jil5i!£ID

Description

1999 Improvement Bonds

2001 County Bonds

2002 County Bonds

2003 County Bonds

2005 County Bonds

2006 County Bonds

2006B County Bonds

2007 County Bonds

2007B County Bonds

L_J
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BEAUFORT COUNT«', SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Yeaf Ended June 30, 2008 V...-. :

Ll i
Lono Term Obligations- Continued:

A schedule of the debt servicerequirements associated with the general obligation bonds follows:

Fiscal
Year

2009

2010

2011

2012

2013

2014-2018

2019-2023

2024-2027

2001
Improvement

Bonds

$ 2,493,004

2,493,079

2,489,869

2,481,019

2,476,519

12,265,857

4,849,425
-

2002
County
Bonds

$ 2,298,225

2,587,025

2,568,525

1,111,525

1,113,681

5,597,375

4,532,175

-

2003
County
Bonds

$ 1,773,600

1,803,250

1,828,312

1,899,563

1,966,563

10,409,815

10,467,939

-

2005
County
Bonds

$ 1,667,875

1,808,875

1,795.875

1,781,875

1,917,250

10,976,750

18,541,250

9,572.500

2006
County
Bonds

$ 1,203,313

1,235,813

1,266,563

1,292,563

1,319,000

6,836,125

7,035,250

4.235,750

i - 1

V

C :

(^

Total 29,548,772 20,108,531 30,148,943 48,061,760 24,424,377

Less Amount
Representing Interest _ 7 J 5 8 Z 7 2 4.728.531 8 , 3 9 8 ^ 18,161150 _7JUMl

saiiaiQOD

2007B
County
Bonds

$ 783,500

781,900

785,300

2,368.500

2,363,300 •

11,614.300

4,580.000

Net

2007
County
Bonds

S 1,400,031

1,514,031

1,623,031

1,727,031

1,826,031

10,248,655

11,436,312

9.906.626

20(BB
County
Bonds

I 1,841.250

1,917,250

1,989,250

2,057,250

2,151,250

11,500,250

14,044,250

8.664.125

Rscal
Year

Total

$13,760,698

14,141,223

14,346,226

14,719,326

15,103,594

79,449,127

75,486,601

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

Total interest paid on bonds outstanding for the year ended June 30,2008 was $6,887,885.
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BEAUFORT COUNTY. SOUTH CAROUNA

NOTES TO THE FINANCIAtSTATEMENTS

For the Yeaf Ended June 30,2008

Long Term Obliqafions- Continued:

The following is a schedule of prindpai payments for all general obligation bonds:

Fiscal Year
Ending

2009

2010

2011

2012

2013

2014-2018

2019-2023

2024-2027

Total

Tax Increment Financing Revenue Bonds

Amount

$ 5.930,000
6,530,000

7,000,000

7,645,000
8,335,000

51,720,000

60,630,000
29.725.000

$ 177,515,000

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 wete used to provide infrastructure

and other improvements within the Tax Increment Rnandng District, including buildings for bo* 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 Bluffton TIF DisWct, bearing interest rates of
2.0% to 5.0% and with varying maturities through 2028. The proceieds of these bonds were used to pay the outstanding bond antidpafion

note and to provide infrastructure improvements within the Tax Increment Financing District.

The following is a schedule of the debt service requirements:

Fiscal Year
Ending

2009

2010

2011

2012

2013

2014-2018

2019-2023

2024-2028

Total

tess Amount Representing Interest

S

New River
"HF

2,286,382

2,546,463

2,813,262

2,993,463

3,172,350

17,506,450

18,226,325

14.934,750

64,479,.M5

24.929..445

$

Bluffton
TIF

1,334,955

1,395.790

1,489,150

1,575,275

1,731.275

10,048,550

14,221,250

5,582.250

37,386,305

14,176.305

Total
$ 3.621,337

3,950,063

4,302,412

4,568,738

4,903,625

27,555,000

32.447,575

20,517,000

101,865,750

39.105.750

S62 760 000$25J21fl,00QNet

Total interest paid on bonds outstanding for the year ended June 30,2008 as 33,118,698.
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BEAUFORT COUNTY, SOUTH CAROLIMA

NOTES TO THE FlhJANCIAL STATEMENTS

For the Year Ended June 30,2008

Long Term Obligations- Continued:

Notes Payable

!ri September 2000, the County issued 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 interest at 5.1 % through September 2008, however the note

was paid off in full during the 2008 fiscal year.

Advances from the 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 Airport. The iwte was payable In quarterly payments of $31,634, inciuding 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 agrafsmentto purchase communication equipment with a lease term of 10 years

and an interest rate of 3.95%. The communication equipment under this capital tease is included in the equipment in Note 4.

The foliowing is a schedule of future minimum lease payments under this capital lease, together with the present value of net minimum

lease payments at June 30, 2008.

Fiscal Year
Ending _.. Amount,

2009 5 '*0.™° , {

2010 '*o-'^° 'v; i
2011 40,000 t ..

2012 40,000

2013 '*0.00°
2014 4Q.,090

Total 240,000

Less Amount Representing Interest 29,909

The County records capital tease payments as current year expenditures in the fund to which the lease applies. The liability for capital

leases and the associated assets ate recorded.

Total interest paid on capital leases for the year ended June 30,2008 was approximately $9,503 which was recorded as an expenditure in

the Special Revenue Fund for E-911 equipment

- 5 5 -



BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAt STATEMENTS

For the Year Ended June 30.2008

o
Long Term ObliQations- Continued:5.

Governmental Activities Changes m Lonq-Term OfalJgatfo.ns

Balance
June30,JOT8

$177,515,000

62,760,000

210.091

Balance
June 30. 2007

3141,670.000

63.190,000

240.588

s;

Retirements

$ 7,185,000

430,000

30,497.

Additions

$ 43.030,000General Obligation Bonds

TIF Revenue Bonds

Capita) Leases

Totals

o
u
o
CJ

CJ
CJ

$_43LQ3(IMO

Business-Type Activities Changes in Lonq-Temr| Ofalioab'ons

Balance
June^x2008

Balance
June 30,2007 RetirementsAdditions

$__L8£i£L0QQNotes Payable

Combined Changes in Lonq-Term Obligations

Balance
June 30.2007

$141,670,000

63,190,000

362.191

240.588

Additions

$ 43.030,000

-

1,800,000
-

Retirements

$ 7,185.000

430,000

419,417

30,497

Balance
June 30.2008
$177,515,000

62.760,000

1.752,774

210,091

General Obligation Bonds

TIF Revenue Bonds

Notes Payable

Capital Leases

Totals $_- -a jS4J l^$_Jd£3QJKlQ

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 Payabte 39.122

Capital Leases 31,701
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30,2Q08

Accrued Con-ipensaled Absences

The County considers accrued compensated absences to be long term liabilities.

Govemmflnta! Activities Changes in Lonq-Term Obligations

Balance
June 30. 2008

Balance
June 30. 2007 RetirementsAdditions

$_J3iiS2JSSAccrued Conpensated Absences

Business-Type Activities Changes in Long-Term Obligations

Balance
June 30,2008

\ J
i ' ]

Balance
June 30, 2007 Retirements

fi 85,784

Additions

Accrued Compensated Absences

Note: The business-type activities accrued 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.

Transferrino Fund

Nonmajor ^lecial Revenue Funds

Proprietary Funds

General Fund

Nonmajor Special Revenue Funds

Nonmajor Capital Projects Funds

Nonmajor Capital Projects Funds

^ronrietaAf Funds

Amount

$ 451,087

1,800,000

2,241,888

9,632,488

461,925

4,191,525

63.867

$..__1B.SS3J562

i . „•

j )
\ '•

'\..J
(' \
V .

I ;

Recipient Fund

General Fund

General Fund

Nonmajor Special Revenue Funds

Nonmajor Debt Service Funds

Nonmeyor Debt Service Funcis

Nonmajor Capital Projects Funds

Nonmajor Capital Projects Funds

- 5 7 -



BEAUFORT COUNTY, SOUTH CAROUNA

NOTES TO THE FINANCIA- STATEMENTS

For the Year Ended June 30, 2008

Segment Infoimation for Business-tvoe Activities

The County maintains four Enterprise Funds whidii prowde garage (vehicle repair), stonmwater utility and airport services.

Segment information is as follows:

Consolidated Statement of Net Assets:
Hiiton Head

Airport
Lady's Island

Airport
Stormwater

Utility TotalsGarage

Assete:

Current Assets

Capital Assets, Net

Total Assets

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 Debt

Unrestn'cted (Deficit)

Total Net Assets

Total Liabilities and

Net Assets

$ 3,001,168

23,334.636

$ 719,228

18.271.524

$ (112,041)

3.399.380

$ 1,870,977

1.432.554

523,004

231178

3,551,729 4,545,700195,951570,882 227,138

21,571,862

_..J18J42

21J90J04

16,508,750

(1.069.727)

15.439.023

3,399,380

(307.992)

3.091.388

1,432,554

1,643.839

3.076.393

231,178

JSLSM
183.300

$—ajflsjai
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BEAUFORT COUNTY, SOUTH C/iiROLINA

NOTES TO THE RNANCIAL STATMENTS

For the Year Ended June 30,2008

Segment Information for Business^voe Activities- Continued:

Consolidated Statement of Revenues. Expenses, and Net Assets:
Stormwater

Garage Utiiitv

V ,-

Hilton Head
Airport

Lady's Island
Airport

$ 729,620

438,114

289,899

53.41-2

Totals

1,752,935 $10,629,614

3,331,854

1,571,043 6,321,749

$ 3,233,196

2,602,856

293.349

Operating Revenues $ 4,913,862

Cost of Sales and Services 2,893,760

Operating Expenses before 1,857,951

Depreciation

Depreciation 26.574

Operating Income (IJDSS) $ 135,SaZ

Nonoperating Revenues/

(Expenses);

FAA Graints

SCAC Grants

Nonoperating Grant

Expenditures

Transfers Out

Gain (Loss) on

Sale of Equipment 270

Interest Earned

Interest Expense -

Total Nonoperating Revenues/

(Expensi3S) 270

Change In Net Assets 135,857

Net Assets, Beginning 47.443

Net Assets, Ending

1.006.617633.282

90,703

31,804

(64,224)

(63,867)

864,230

18,607

(376,873)

(1,800,000)

67,079

ffi4ian

954,933

49,691

(441,097)

(1,863,867)

270

86,760

<94.181)
19,681

(1.307.491)

(1,338,107)

23.128.211

(1.321.136)

(1,772,527)

17.211.550

(6.304)19.681

(58,109)

3.149.497

$_3J}ai3Sa

356,672

2.719.721

Consolidated Statement of Cash Flows:

Stormwater
Utiiitv

305,131

Lady's Island
Aimort

(57,563)

57,563

Hilton Head
Airport

67,547

(7,635)

Totals

439,130

49,928

Garage

Net Cash Provided (Used) By:

Operating Activities

Noncapital Financing

AoHvities

Capital and Related

Financing Activities

Investing Activities

Net Increase / (Decrease)

Beginning Cash and

Cash Equivalents

Ending Cash and

Cash Equivalents

124,015

(358,393)

86.760

217,425

(126.991)

67.079
(109,556)

19,681

215,256

(121,846)

2,169

JL1I6£79.JOO_3Z21.175.507

J22Z
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BEAUFORT COUNTY. SOUTH QAROtlNA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

Operating Leases

The County teases rertain office space and machinery and equipment under cancelafale operating leases. Under the tenms of the lease

agreements, the County's obligation to continue refrtai obligations is 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 $ 417,495

2010 155,902

2011 133,856

2012 44,296

2013 8,774

2014-2026 138

10. Deferred Compensation Plans

All state and local govemment employees can participate in a deferred compensation plan created in accordance with Intemai Revenue

Code 457. The plan, administered by the state public employee retirement system through a state approved nongovemmental third party,

permits govemmentai 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 yearended 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.

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. Partiqiant account balances are not included in these financial statements.

11- Retirement Plans

The Governmental Accounting Standards Board (GASB) issued Statement No. 27 entitled Accounting for Pensions by State and Local

Government 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, pentianent County employees are required by law (Title 9 of the S. C. Code of Laws) to partidpate in statewide,

cost sharing multiple-employer defined benefit pension plans administered by the State Retirement System. Generally all employees, with

the exception of law enforcenient personnel and certain others, participate in the South Carolina Retirement System (SCRS). Law

enforcement persoonel 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 9 of the

SC Code of Lawa
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIfi. STATEMENTS

For the Year Ended June 30, 2008

11. Retiremertt Plans - Continued:

AConiprehensiveAnnualRnaricialReportcontainingfinanoialstatementsandrequiredsuppIementaryinforniationfortheSouthCarolina I, „

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: "" -

Retirement Program . ^

Group
Unfunded Accidental Life i J
Accrued Death Insurance

Non-nal Liability Program Program Iota! •, J

SCRS 5.00% 4.06% N/A .15% 9.21% ' -•

PORS 8.43% 1.87% .20% .20% 10.70% i J

Contribution rates are developed by the SCRS and PORS using the entry age nomial cost method. The nonnal contribution rate to cover , ^ j

current cost has been determined as a level percentage of payroll A market related value of plan assets is used for actuanal valuation

purposes. Gains and losses are reflected in the unfunded accrued liabilities that are being amortized by nsgular annual contributions as a ' J

level percent of payroll within a 30-year pedod, assuming 4.25% annual payroll growth for SCRS and PORS. i j

• -̂  i
Ali employers contribute at the actuarially required contribution rates. , ^ |

Contribution lnfoTTTiaipn: SCRS_ PQRS_

Covered P'ayroll

Employee Contributions

Employee Contribution Rate (Based upon Salary)

Employer Contribution Rate; Indudes Group

Life Coverage in both SCRS and PORS and

Accidental Death Coverage in PORS (Based upon Salary)

The County'semployer contribution to the SCRS for the years ended June 30,2008,2007 and 2006 were $2,965,289, $2,309,121, and

$1,994,176 respectively, which are equal to the required contributions.

The Count/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 sewice, an employee is entitled to a deferred annuity comrtiendng at age 60 under the SCRS and at age 55 under the

PORS.

$32,207,198

2,062,311

6.50%

9.06%

$ 15,038,476

977,500

6.50%

10.30%

- 6 1 -



BEAUFORT COUNTY. SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

11. Retirement Plans-Continued:

Retirement Benefits

Retirement benefits of particfpants in the SCRS and the PORS are currently determined as follows:

SCRS - The maximum monttily retirement allowance at age 65 or 30 years' service is generally determined by the following formula:

• Total 12 highest consecutive quarters of salaiy (divide by 3).

• Multiply the amount by 1 .{!2%.

• Multiply the results by the total months of creditabte service.

• Divide results by 12.

PORS - The retirement benefit at age 55 or 25 years'service is generally determined consistent with the aforementioned SCRS

fomiula, except that the average saJarsf is multiplied by 2.14% for Class II members.

t .J

u

K...J

Earlv Retirement- SCRS

Age

at least 60

55

Service required

None

25

Early Retirement Penalty

5% for each year of age under 65

4% for each year of servce under 30

Full fomnula retirement is available with 30 years of service, regardless of age, or age 65.

There are no early retirement provisions under PORS. A member must have 25 years service for full retirement or must be age 55 with 5

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 (TERi). TERf par̂ oiparrts may

retire and begin accumulating retirement benefits on a deferred basis without terminating employment for up to five years. Upon

termination of employment or at the end of the TER! period, whichever is earlier, participants will begin receiving rrsonthly service

retirementbenefitswhichvirill include any costof living adjustmentsgranted during the TERIperiod. Because participante 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. Eflfective 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.

Disabiiav Retirement

in order to receive Disability Retiement benefits, an employee must have 5 years of credited service unlesss the injury is job related.

Recipients receive a service retirement fenefit based upon continued service to age 65 for SCRS and to age 55 for PORS with no change

in compensation.

Acddental 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 perfonnance of duty. The annuity would equa! 50% of members' compensation at the time of death.

(J
Q
CD
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BEAUFORT COUhfFY. SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS "" '

For the Year Ended June 30, 2008 *- -

11. Retirement Plans- Continued: , --
\

Group Life Insurance Benefits

A lump-sum payment equal to one year s salary is payable to the beneficiary upon the death of an active memberwiih 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

Withdrawa! of Employee Contribution { '

Accumulated contributions and credited interest payable are paid within 6 months but not less than 90 days after ternnnation of all covered '—-

employment. -

Post Retirement Increase / ^

Annual increases in retirement benefits are calculated at 4% per year, provided the Consumer Price Index (CPI) forthe prior calendar year 'x. ,

was 3% or higher. If the CPI is less than 3%, CP! is granted. Increases are approved annually subject to compliance with funding policy. î^

\ j

Statewide Plan Actuarial Information . .,

The South Carolina Retirement Systemsdo not determine separata measurements of assets and pension benefit obligations for individual -̂  '

employers. Anactuarialvaluationisperformedforthesystemsannually. Nochangesinactuanalassumptionsorbenafitprovisionshave /

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 Systems use a projected benefit method for actuarial valuation with level percentage entry age. nonnal cost and open-end unfunded
V

accrued liabilrty. At July 1, 2006, based upon the actuarial method used for funding purposes;

SCRS PORS ('"";

Unfunded Accrued Liability $ 9,725,073,000 $ 530,440,000 r ,

Liquidation Period 30 years 18 years

12. Other Post Employment BenefitsfOPEB)

Plan Description

The County provides post-retirement health, life and dental care benefits, as per the requirements of a bcal ordinance, for certain retirees.

Substantially a« 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 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 receiving health insurance

benefits.

k
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r , BEAUFORT COUNTY, SOUTH CAROLINA

"! . NOTES TO THE RNANCI/M- STATEMENTS

^-"'' For tte Year Ended June 30,2008

o
'^') 12. Other Post Employment Benefits (OPEB)-Continued:

("\
^ " Funding Policy

/ ' • ' \

f I The contribution requirements of plan members and the County are estabfished and may be amended by the County. The required

,, ,, 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.

o
(3 Annual OPEB Cost and Net OPEB Obligation

" ~ The County's annual OPEB cost is calculated based on the annual required contribution of the employer (ARC), an amount actuariiy

—" determined in acojrdance with the parametere of GASB Statement 45. The ARC represents a level of funding that, if paid on an ongoing

O 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: I

i—' Annual Required Contribution $ 3,381,788 |

( ') Interest on Net OPEB Obiigation - j

/ :, Adjustment to Annual Required Contribution _ i : j

^ : Annual OPEB Cost 3,381,788 i

- ' Contributions Made . z

( } Increase in Net OPEB Obligation 3,381,788 j

/ j Net Obligation-Beginning of Year . i j

. .' NetObligation-EndofYear .t 3,381.788 j
i, ,• - I

( ) The County's annual OPEB cost, the percentage of annual OPEB cost contntiuted to the plan, and the net OPEB obligation for the 2008 i

(" •) fiscal yearwere as follows: j

' ' Percentage
(">, Fiscal of Annual
^ Year Annual OPEB Cost Net OPEB
( i Ending OPEB Cost Contributed Obligation

2008 $3,381,788 100.0% $3,381,768

I Funded Status and Funding Progress

As of May 6,2008, the most recent actuarial valuati(>n date, the plan was 0.0% funded. The actuadal accriiied 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 pian) was approximately $46,695,744, and the ratio of the UAAL to the coveed payroll was 73.2 percent.

Actuarial valuations of an ongoing plan involve estimates of the value of r^orted amounts and assumptions about the probability of

•. occurrence of events far into the future. Examples include assumptions about ftrture employment, nrortalify, and the healthcare cost trend.

Amounts determined regarding the funding statusof the plan and annual required contributions of the employerare 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 mufti-year trend

information about whether actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued fiabitities for

benefits.
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NOTES TO THE FINANCIAL STATEMENTS ^-

For the Year Ended June 30,2008 v__

c
12, Other Post Employment Benefits (OPEB) - Continued: ^ -

Funded Status and Fyndlno Progress '':—

c
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 to that point. The actuaria! methods and assumptions used include tedwiques that are (__

designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the Q'^
long-term perspective of the calculations. r •

In the May 6.2008 actuarial valuation, the projected unit credit method was used. The actuarial assumptions included a 4.00% investment („

rate of retum (net of administrative expenses), which is the blended rate of the expected long-term investment retums on plan assets on (J

the County's own invesstments calculated based on the fanded level of the plan at the valuation date, and an annual healthcare cost trend Q

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 amortization period at June 30.2008was 29 years. (.^^

13. Accrued Compensated Absences and Other Benefits / -

Effective February 15.1993, Beaufort County adopted a new leave policy for all employees. The TOWP/SCA policy vras replaced with a v _

policy granUng Pereonal 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 liabilily 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 acaued in excess of this Personal Leave maximum were accrued to ttie employee's Personal Disability leave account A ^ ,

maximum of 360 hours may be maintained in an employee's Personal Disability leave account The only accrual to 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 V - -•

leave account Personal Disability leave is to be used in the case of an e>derded or life threatening fliness. This atxount 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 must present a ^ -,

doctor's statementverifying the disability or illness in order to utilize hismer Personal Disability leave. Employees with remaining SCA

leave balances may retain those balances. The same rules governing the use of Personal Disability leave apply to 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 employment 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 underthe Act.

and no direct costs are incurred by the County.

14. 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.

Govemment (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. Rnandng

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 temi. the asset will remain as property of the Counly.
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o
(_^ 14. rinmmifmpntfi and Contingencies- Continued:
/"'-•,

" ^ * Arbitrage rules - State and local bonds issued after 1984 are subjectto attitrage restrictions as enacted by the Federal Government. To

O retain the bonds' tax exemptstatus. local governments must comply wHh the regulations as adopted by the government expend all of the

O bond proceeds within designated periods which couid be up to three years. The County is in complianaj with ail atbitrage rules.

I As of June 30, 2008, the County has outstanding construction contracts of $26,847,774.

o
L_.' 15. Risk Management and UtiqaMon

. ..'f The county is exposed to various risks of tosses related to torts; thefts of; damage to and destruction of assets; errors and omissions;

^ - ^ injuries to employees; and natural disaster. The County manages risk through employee educafiona! and prevention programs and

O through the purchase of casualty and tiabilHy insurance. All risk management activHies are accounted for in the General Fund.

^ \ Expenditures and claims are recognized when It is probable that a loss has occurred and the amount of the loss can be reasonability

^-" estimated In detemiinmg claims, events that might create claims, but for which none have been reported are considered.

o
O The County is a party to several lawsuits which seek to recover property taxes paid under protest and to overturn property sold at tax

/ : -.^ sales." The County's attomey estimates that the amount of actual or potential claims against tt»e 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.

C.J-
L.J 16. Fund Equity Deficits and Subsequent_Evente

T ."̂  At June 30,2008, the 2005B bond 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 general fund.
(

Ijj After June 30.2008, the County entered into several operating teases. The lease paymentsare reflected in the schedule of minimum

commitments for operating lease payments in Note 9.

During November2008 through January 2009, the Ck)unty repurchased $1,670,000 of its BlufftonTIF bonds on the open marketfor less

than par. It is noted that the debt will not be defeased until 2009, when these bondsare canceiied.
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(Date of Deliver/)

Beaufort County, South Carolina

BEAUFORT COUNTY, SOUTH CAROLINA
GENEBAL OBLIGATION BOND ANTICIPATION NOTES, SERIES 2009

$48,755,000

We have served as boad 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.

1. 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 purj)oses of the federal alternative minimum tax 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 Count>, 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
(hereinafter defined) and in order to provide certain continuing disclosure with respect to the Bonds in
accordance with Rule 15c2-12 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)(l) 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: nnnsir(5),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(2),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(S),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.disclosuredirectorv.standardandpoors.com/
Email: nrmsir_repositorv(a),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(g),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(a>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 Trastee, 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 infomaation 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 Diselosure
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 /oinual 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 whieh 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 seed 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;

(ii) 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)
and4(a)(l);

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)
and4(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.

(f) 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 GAAF as described in the Offieial
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
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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 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 occunence 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 (ii) the MSRB.

SECTIONS. 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 lOb-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 breaeh 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 instmet 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 respeet to the
Bonds upon the legal defeasance, prior redemption or payment in fiill 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. Diselosure Dissemination Agent. The Issuer has appointed Digital Assurance
Certification, L.L.C. as exclusive Diselosure Dissemination Agent under this Diselosure Agreement. The
Issuer may, upon thirty days written notice to the Disclosure Dissemination Agent and the Trustee,
replace or appoint a suecessor 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 suecessor, 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 v/ith 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, eause the undertakings herein to
violate the Rule if sueh amendment or waiver had been effective on the date hereof but taking into
aceount 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: ^
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EXHIBIT A
NAME AND CUSIP NUMBERS OF BONDS

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

CUSIP Number:
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EXHIBIT B
NOTICE TO REPOSITORIES OF EAILURE 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

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 15c2-12(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 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 fmancial 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. Bond calls
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:
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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 Gar>' 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 NQX 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/lOOth 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, Februar}^ 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)(l) of Rule 15c2-12 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, LLC 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 15c2-12 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://wwvv.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: flieizer@mcnair.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:
b n ur i cktersa muni. c cm.

liiiis
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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.
Bids transmitted by Fax: (843) 470-2592County Council

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.

Administrator, Beaufort County, South Carolina

COLUMBIA 945444V]



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, 2008,1 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

J. P. Morgan Securities, Inc.

Citigroup Global Markets, Inc.

Bane of America Securities, LLC

Morgan Stanley & Co., Inc.

Barclays Capital, Inc.

Goldman Sachs & Co.

Wachovia Bank, National Association

Southwest Securities, Inc.

Janney Montgomery Scott LLC

Net Interest Cost

0.642% with a bid premium of $540,205.40

0.697% with a bid premium of $391,502.65

0.700% with a bid premium of $268,152.50

0.701% with a bid premium of $267,664.95

0.701% with a bid premium of $389,552.45

0.732% with a bid premium of $374,438.40

0.738% with a bid premium of $615,288.10

0.767% with a bid premium of $601,149.15

0.909% with a bid premium of $532.00

I accepted the bid of J. P. Morgan Securities, Inc. for the purchase of the Bonds.

Respectfully submitted.

Chief Financial Officer, Beaufort County, South Carolina

March 10, 2009

COLUMBIA 945987VI



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

(c) 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.e.: capital lease, note, mortgage, loan, etc.)

5. Purpose of Issuance

(a) Water Utility

(b) Electric Utilify

(c) Gas Utilify

(d) Industrial Revenue

(e) Single Family Mortgage Revenue

(f) Sewer System

(g) Parks/Recreation

(h) Streets/Bridges

(l) Drainage/Flood Control

X (i) Government Facilities

(k) Other-Specify

6. Original Principal to be Borrowed: $48,755,000
COLUMBIA 947061vl



Interest Rate:

If more than one rate, give average effective rate 0.642% (NIC)

7.

Schedule of Principal Amounts Due and Rates for the above indebtedness (Use Schedule of

Principal):

Schedule of Principal and Interest Due for the above indebtedness (Use Schedule of Principal and

Interest): See attached schedule

9.

Dated: March IU - 2009

Administrator, ifeaufffl^ounty, South Carolina

\"ct<
RECEIVED this _lYi:î  day of March, 2009.

K..4.
a.

for StBte Treasurer of the State of South Carolina

COLUMBIA 947061vl



Beaufort County, South Carolina
General Obligation Bond Anticipation Notes, Series 2009
FINALx Sold to JP Morgan Securities on 02.24.09 - Delivery on 03.10.09

Debt Service Schedule

Date
Oj i 0-2009

•:C' •; 0 2010

Total

Vieid Statistics

Bor.c \S3X DotJarv
Averaae Lite
Average Coiipon

Net Interest Cost (NIC)
Tme Interest Cost (TIC)
Bond Yield for Arbitrage Purposes
All Inclusive Cost (AiC)

IRS Form 8038
Net Interest Cost
Weighted Average Maturity

Principal

48,755,000.00

$48,755,000.00

Coupon

1.750%

Interest

853,212.50

$853,212.50

Total P+!

49,608,212.50

$49,608,212.50

$48,755.00
1.000 Years
!.75«»(»%

0.6420000%

0.6339598%
0.5794124%
0.9114263%

0.5802517%
1.000 Years

2009ABAN j Issue Summary | 2/24/2009 \ 1:59 PM

Ross, Sinclaire & Associates, LLC
Public Finance - BNuhck



DC Bond
RATINGS:

Moody's Investors Service: MIG 1
Standard & Poor's: SP-1 +
(See "RATINGS" herein)NEW ISSUE - BUOK-ENTR Y-ONL V

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 tins Official
Statement entitled "TAX EXEMPTION AND OTHER TAX MA TTERS "

$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 m 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 m book-entiry 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 $5,000 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 m 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
No.

074347UA1

Principal
Amount

$48,755,000

Interest
Rate Yield

1.75% 0.58%
Maturity

March 10,2010

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
aboutMarch 10,2009. on or

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 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 15c2-12, except information
which may be omitted therefrom pursuant to Rule 15c2-12.

J. P. MORGAN SECURITIES, INC.
Dated: February 24, 2009.
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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 m book-entry only form and when issued 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 pnor to maturity.

Book-Entry-Only System

Beneficial ownership interests m 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 nommee is the registered owner of the Notes,
references m 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 discontmued, the
Notes will be available only in book-entry form in principal amounts of $5,000 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 BENEFICL\L 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 m 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" withm 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 issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market mstruments 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 secunties 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 Cleanng 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, Lie. 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 cleanng 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 Commission. More information 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 interest of
each actual purchaser of each Note ("Beneficial Owner") is m 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 wntten 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 m 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 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
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 m
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 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) is 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 BENEFICL\L 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 m 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 pnncipal 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
Ended June 30

2004
2005
2006
2007
2008
2009*

Amount
Received

$5,376,815
5,546,441
5,697,599
6,267,441
6,970,132
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, Ctiapters 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 authonzmg 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
quahfied 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
pubUcation.

The Ordinance authorizing the Notes was enacted on September 8, 2008. No notice of intention to
seek a referendum withm 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 pnncipal of and interest on such Notes either (i) shall have been made or
caused to be made m 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 f)ayment, or (2) Government Obligations (as defined below)
maturing as to pnncipal 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 m (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 pnncipal 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 comer 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 memher
distncts 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 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
Wm. Weston J. Newton, Chairman
Paul Sommerville, Vice Chairman
Steven Baer
Rick Caporale

Gerald Dawson
Brian E. Flewelling
Herbert N. Glaze
WiUiam L. McBride
Stewart H. Rodman
Jerry Stewart
Laura Von Harten

Attorney
Management Consultant
Electrical Engineer
Telecommunications
Consultant
Minister
Title Abstractor
Public Educator
Retired Public Educator
Businessman
Businessman
Marketing/Product Dev.

Bluffton/ Daufuskie Island #4
Lady's Island/Beaufort #7
Hilton Head #2
Hilton Head Island #1

Sheldon/Dale/Lobeco #6
Burton #9
Burton #8
St. Helena Island #5
Hilton Head #3
Sun City #10
Beaufort/Port Royal #11

12/2010
12/2010
12/2010
12/2010

12/2012
12/2012
12/2012
12/2012
12/2010
12/2010
12/2010

In addition to the County Council, the County has six other elected officials who are responsible
for the duties specified m 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
Adminisfrator m 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
investment advisor and accountant.

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

Department
General Government
Public Safety
Public Works
Public Health
Public Welfare
Culture and Recreation
Enterprise Funds

Total

Full Time
268
458
125
27

122
159
50

1.209

Services Provided

The County provides vanous 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 vanous 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 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 actiaary 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 Secunty (FICA),
consisting of 6.2% for Old Age Survivor Insurance and 1.45% for Medicare, which contributions are
matched by the Coimty.

Liability Insurance

Subject to specific immunity set forth m 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-msurance or
pooled self-insurance funds. The County currently maintains liability insurance coverage with the South
Carolina Insurance Resei-ve 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 eertam 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 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 m 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 Limit $ 132,812,826
Outstanding Debt Subject to Limit $ 55,830,000
Legal Debt Limit Without a Referendum $ 79,982,826

$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 (a maximum of $28,755,000) will count against the County's constitutional deht
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 deht 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
June 30

2004
2005
2006
2007
2008

General Obligation
Indebtedness
$ 86,000,000

106,175,000
100,645,000
141,670,000
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
Issue

04-15-2001
03-01-2002
06-15-2003'
10-15-2004-
11-02-2006
11-30-2006^
10-03-2007^
11-07-2007''

Interest
Rates

4.25%-4.50%
4.00%-5.00%
2.25%-5.00%
3.00%-5.00%
3.50%-8.00%
4.00%-5.00%
4.00%-5.00%
4.00%-5.00%

Maturity
Dates

02/01/2010-11
02/01/2010-22
02/01/2010-23
02/01/2010-25
03/01/2009-26
03/01/2009-26
03/01/2009-27
02/01/2010-20

Amount
Outstanding
$ 3,000,000

13,475,000
20,850,000
29,600,000
16,650,000
29,500,000
25,350,000
17,255,000

$155,680,000Total

$5,850,000 is included in 8% deht limit
- $9,600,000 is included in 8% deht linut
•' Deht approved hy referendum
" $7,255,000 is included in 8% deht limit



Other Financial Obligations

The County has one outstanding equipment lease, llie 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 2009A Bonds.

Fiscal Year
Ending June 30

2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
Total-

Principal and Interest
on Outstanding Bonds

$12,874,979
13,255,504
13,460,506
12,243,606
12,632,375
12,841,438
13,341,231
13,488,794
13,811,069
13,811,238
14,320,363
14,830,100
12,991,325
14,510,238
14,006,750
13,233,875
9,927,313
6,709,813
2,508,000

$234,798,517

Principal and Interest
on Bonds

$

311,500
1,960,625
3,090,000

—

—

—
—

—
—

—

—
—

—

—

—

—

—
—

$5,362,125

Total Debt
Service

S 12,874,979
13,567,004
15,421,131
15,333,606
12,632,375
12,841,438
13,341,231
13,488,794
13,811,069
13,811,238
14,320,363
14,830,100
12,991,325
14,510,238
14,006,750
13,233,875
9,927,313
6,709,813
2,508.000

$240,160,642

10



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

June 30
2004
2005
2006
2007
2008

Lease Purchase
Indebtedness

$ 81,285,300
106,473,150
125,914,926
141,910,588
177,725,091

County Debt
Per Capita'
$ 620.82

789.22
903.70
988.14

1,201.48

% of Assessed
Value
8.79%
6.92
8.37
8.97

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 is in the process of completing a Northern Regional Plan. When complete,
the County will develop a County-wide capita! 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 temis 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 majonty vote of the qualified electors of the school
district voting m 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 m each political subdivision and
special purpose disitrict which overlaps the County, either m whole or m part which was outstanding as of
June 30, 2008.

Percentage
Applicable

Political Subdivision
Beaufort County School District

Municipalities
City of Beaufort
Town of Hilton Head
Town of Port Royal
Town of Bluffton

Special Purpose Districts
Broad Creek PSD
Fripp Island PSD
Hilton Head #1 PSD
South Beach PSD

Special Tax/Fire Distnct'
Bluffton Fire
Burton Fire
Daufuskie Island Fire
Lady Island/St. Helena Fire
Sheldon Fire District

Outstanding Debt

$292,895,000

70,585,000
738,118

14,509,079

6,435,000
5,451,440

51,675,750
4,520,000

1,688,191

51,120
1,740,522

509,222

to County

100%

100%
100%
100%
100%

100%
100%
100%
100%

100%
100%
100%
100%
100%

' Issued 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 m 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 CaroHna Constitution mandates that the assessment of all property, hoth
real and personal, shall be equal and uniform and that the following ratios shall apply m the appropriate
classifications of property:

(1) 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
quahfies);

(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.

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 CaroHna Constitution and for purposes of computing the
"index of taxpaying ability" pursuant to item (3) of Section 3 of Act No. 163 of! 977 (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 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 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 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

13



reappraisal program must be instituted by a county if the median appraisal for all property m 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 m 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 appropnate millage levies,
prepares tax bills and then m 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 Eund 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 m
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 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 m 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 m the preceding sentence is not self-
executing, and will m each applicable year be subject to the appropnation 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 distncts. 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 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 rescmding 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 m 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 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 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 mdustnal 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:

(1) 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, 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.

(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
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 m 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-industnal property) and the
assessed value of all real and personal industna! 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 pnncipal factor in the
increase in assessed valuation m the County over the period.

Tax Real Personal Total
Year Assessed True Assessed True Assessed True
2003 S 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 trae value of all taxable property m the County for Tax Year 2007 is
$31,537,913,733.

Tax Year 2007
Assessed Value

Tax Year 2007
Estimated True ValueClassification of Property

1. Real Property (non-manufacturing) and Mobile Homes
2. Motor Vehicles
3. Public Utilities
4. Manufacturing Property (Real and Personal)
5. Marine Equipment/Boats
6. Business Personal Property
7. Railroads
8. Fee m Lieu Property

$1,496,222,741.00 $28,978,905,592.00
91,447,129.00 1,524,118,817.00
35,059,355.00
2,672,730.00

10,255,687.00
58,966,952.00

1,708,655.00
-0-

333,898,619.00
25,454,571.00
97,673,210.00

561,590,019.00
16,272,905.00

-0-

$1,696,333,249.00* $31,537,913,733.00TOTAL

*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 m each of the last five fiscal years is
set forth below:

2003 2004 2005 2006 2007
Operations
Debt Service
Real Property Program
Solid Waste/Recycling
Total

40.1
7.2
2.0
4.7

54.0

42.9
7.2
2.0
5.9

58.0

32.7
5.4
1.5
4.5

44.1

33.7
5.4
1.5
4.5

45.1

37.7
5.4
2.5

N/A
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 m 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 defaultmg 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 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.

Fiscal
Year
2004
2005
2006
2007
2008

Adjusted
Tax Levv

$53,641,630
63,554,010
66,885,604
70,512,827
76,299,793

Current Taxes
Collected

$50,203,062
60,416,187
62,744,316
66,902,823
73,235,825

Current
Percentage
Collected
93.6%
95.1
93.8
93.4
94.1

Delinquent
Taxes

Collected
$4,251,126
3,438,851
3,426,155
3,631,521
3,079,627

Total
Percentage
Collected
101.5%
100.5
98.9
98.5
98.0

Source: County Treasurer
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Ten Largest Taxpayers

The 10 largest taxpayers m the County, the assessed value of eaeh, 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.

Taxpayer
Marriott Resort
South Carolina Electric & Gas
Palmetto Electric
May River Forest LLC
Columbia Properties Hilton Head
Hargray Telephone Company
SCG Hilton Head Property
Sea Pmes Resort LLC
Greenwood Development Corp
United Telephone Company

Total

Assessed Value
$18,718,480

14,331,614
8,768,002
4,502,402
3,939,414
4,096,782
3,692,358
3,165,271
3,160,148
1,744,630

$66,119,101

Taxes Paid
$ 3,550,827

3,169,518
1,798,248
1,102,381

817,776
817,238
740,978
631,732
631,718
407,794

$13,668,210

Percentage of
Total Taxes Levied

4.7%
4.2
2.4
1.4
1.1
1.1
1.0
0.8
0.8
0.5

17.9%

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

Vehicle License Fees

The Count;;/ 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
2004
2005
2006
2007
2008
2009*

Collections
$1,040,711

1,110,061
1,179,920
1,213,910
1,320,930
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;
(2) General obligations of the State of South Carolina or any of its political units;
(3) Savings and Loan Associations to the extent that the same are insured by an agency of the

federal government;
(4) Certificates of deposit where the certificates are insured by an agency of the federal

government or, if not so insured, are collaterally secured by secunties 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;

(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 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 m 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 m excess of current needs. The State
Treasurer may invest the moneys of the fund m the same types of investments provided for m 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 m the fund which shall be legal investments for the
subdivisions m addition to the investments and deposits authonzed 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
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
Culture and Recreation

Total Expenditures

$39,902,961
2,618,619
6,018,623
9,795,154
1,023,973

113,045
238,122

$59,710,497

$14,573,990
26,905,522

7,313,102
2,168,726

709,052
3,148,082

$54,818,474

$47,419,184
3,393,994
6,073,748

12,179,930
882,229

64,028
311,610

$70,324,723

$15,616,654
29,301,879

7,897,503
2,172,343

717,165
6.702,500

$62,408,044

$49,557,808
4,635,798
6,402,451

13,256.,653
872,216
966,561
418.423

$76,109,910

$17,145,467
31,551,018

8,159,421
2,490,990

729,436
7.302.362

$67,378,694

$55,872,654
4,879,471
7,813,256

11,643,392
1,150,081
1,336,688
1,561.330

$84,256,872

$18,956,722
35,583,070
15,434,287
2,731,723

867,699
7.938,119

$81,511,620

$60,474,820
3,894,583
8,649,634

10,568,767
1,029,600
1,015,196

565.823
$86,198,423

$20,963,806
38,617,353
15,946,656
2,975,284

931,321
8.658.731

$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 m Fund Balance 1,102,072 6,644,750 8,572,143 1,352,458 (1,885,529)
Prior Period Adjustment — — — (77,431)

Fund Balances July 1 $ 4.048.528 $ 5.150.600 $11,795.350 $20,367.493
Fund Balance June 30 $^J50.600 S i L I g i ^ Q $2QJ67A93 $21.642.

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 mcome 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 leA îng 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 Pennits 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 m 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 v̂ ĥich 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 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 Count)' 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 tourist
industry significantly. A four-lane spur through the County connects 1-95 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 supemiarkets. 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 is 350.

The Port of Port Royal, the former break-bulk cargo port of the South Carolina State Ports
Authonty, is 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 vi'ho would transform the property into a mixed-use commercial and residential
development.

The U.S. Marine Corps Recruit Depot at Pams 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 m the Count}/. 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 m 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-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 Count)' was 120,937. This represents a 40% increase m 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 ineluded for comparison purposes.

Year
1970
1980
1990
2000
2007*

Eleaufort
Population

51,136
65,364
86,425

120,937
147,316

County
% change

-
28%
32
40
22

South
Population
2,590,516
3,121,820
3,486,703
4,012,012
4,407,709

Carolina
% change

-
21%
12
15
10

United
Population

203,302,031
226,545,805
248,709,873
281,421,906
301,621,157

States
% change

-
11%
10
13
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 m the County are set forth m the table below.

Municipality
Town of Hilton Head Island
City of Beaufort
Town of Port Royal*
Town of Bluffton

2000 Census
33,862
12,950
3,950*
1,275

2007 Estimate
33,994
11,868
10,212*
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
2002
2003
2004
2005
2006

County
$33,956
34,832
37,474
40,005
41,724

State
$25,370
25,880
27,039
28,460
29,767

United States
$30,795
31,466
33,090
34,471
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 mcome 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 m 2000, up from 30.5 m 1990. According to the U.S. Bureau of the Census, m 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.

Year Ended
December 31

2004
2005
2006
2007 .
2008

Number of
Units
2,942
4,650
3,448
2,224
1,326

Residential
Construction

Costs
$ 613,341,112

1,000,991,167
890,986,323
530,146,319
185,428,771

Source: County Building Inspector
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Retail Sales

Effective June 1, 2007, the State of South Carohna increased the sales tax it imposes on all retail
sales from 5% to 6%. In November 2007, the State of South Carolina elimmated 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
December 31

2003
2004
2005
2006
2007

Total
Retail Sales

$3,158,157,797
3,414,415,525
3,646,847,632
3,908,542,814
3,973,795,733

Increase
Over Previous Year

n/a
256,257,728
232,432,107
261,695,182
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, 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 mtermediates, 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 Corj). 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 m payroll and 13,200
jobs in the County. The County ranked third in the State on these measures, behind o:nly 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 GuestsA^isitors and Estimated Expenditures'

Year
2002
2003
2004
2005
2006

Number of
Guests

2,195,530
2,183,231
2,248,389
2,302,370
2,235,121

Annual
Expenditures

$1,490,000,000
1,488,418,000
1,532,839,000
1,569,281,000
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 m the County for each of the last 12 months for which data is
available is shown below:

Date
January 2008
February 2008
March 2008
April 2008
May 2008
June 2008
July 2008
August 2008
September 2008
October 2008
November 2008
December 2008

Unemployment
Rate
5.0%
4.4
4.0
3.9
4.3
5.1
5.7
5.8
5.3
6.0
6.3(p)
7.0(p)

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

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

Year
2003
2004
2005
2006
2007

County
4.7%
4.9
4.9
4.7
4.4

State
6.7%
6.8
6.7
6.4
5.9

U.S.
6.0%
5.5
5.1
4.6
4.6

Source: U.S. Depar1;ment 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 plaee-of-work basis, for the
last five years for which information is available, is as follows:
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Nonagrkultural Wage and Salary Employment
(By Place of Work)

Sector

Manufacturing

Non-Manufacturing
Construction & Mining
Transportation and Public Utilities
Wholesale and Retail Trade
Information
Finance, Insurance, and Real Estate
Services (including Agricultural Services)
Government

TOTAL

2002

1,119

7,988
1,431

10,932
981

7,412
33,631
20.524

84,467

2003

1,155

8,761
1,431

11,012
995

7,802
34,684
20.320

86,599

2004

1,217

8,476
1,418

11,304
952

8,469
36,615
20,161

89,042

2005

1,169

8,478
1,586

11,827
916

9,547
37,333
20,196

91,487

2006

1,250

8,870
1,621

12,113
1,014

10,633
38,292
2Q238

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

56,279 59,135
53,614 56,214
2,665 2,921

2005

61,787
58,777
3,010

2006

63,279
60,297
2,982

2001

65,083
62,198
2,885

Civilian Labor Force
Employment
Unemployment

(p) 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 Beaufori: 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 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 terminal 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 staff of more than
150 physicians, 100 percent of whom are board-certified. The mam hospital is located m the City of
Beaufort. Beaufort Memorial's cancer center in the Town of Port Royal is 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 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 m 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. The
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 m the County. USCB itself has two
campuses in the County: one m the City of Beaufort, and the other m 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 tv/o-year institution, 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 Pams Island Marine Recruit Depot. Teehnical 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 Manne 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 Coirporation, 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, hi the opinion of Bond Counsel, based upon existing
statutory rulings and court decisions, and subject to the qualifications set for the under "hitemal Revenue
Code of 1986" below, the interest on the Notes is excludable from gross income for federal income tax
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 occumng) 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 validit;/ 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 Count;y 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 Fi:rm, 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
mstrumentalit;y 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 puipose 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 m its plan to modify the rights to payment of its creditors; and provides that the plan must
be accepted m writing by or on behalf of creditors; and provides that the plan must be accepted in wnting
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 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. 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, if m 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

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 certain conditions, to purchase the
Notes at par plus a bid premium of $540,205.40. 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 $26,815.25 for the
Notes. The Purchaser has received no fee fî om 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 m a syndicate of underwriters, all or a part of the Bonds including those upon
which Ross, Sinclaire & Associates, LLC has rendered financial advice. Prior to its 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 m 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/ m the secondary bond market, an annual
independent audit within 30 days of its receipt and event specific information withm 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 m accordance with
Rule 15c2-12 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 15c2-12"), 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 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 m 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 only bnef summaries of
such provisions thereof and do not purport to describe with particularity all provisions thereof.
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Please address further mqumes, 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: (heizerfalrncnair.net; or the
County's Financial advisor, Brian G. Nunck, Financial Advisor, Ross, Sinclaire & Associates, LLC, 1219
Assembly Street, Columbia, South Carolina 29201, telephone (800) 255-0795, e-mail:
blElIlckfetilSiiniiilli^t^wn].

The delivery of this Preliminary Official Statement and its 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 Administrator, Beaufort County, South Carolina
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BlkyttDavis Ellrott Davis, LLC
Accountants and Business Advisors

REPORT OF INDEPENDENT CERTUIE© PUBLIC ACCOUNTAN^rS

Beaufort County Council
Beaufort County
Beaufort, South Caroiina

We have audited the accompanying finsmcial statements of the governmoita! activities, the
business-type activities, each major fiind, and diie ag^gate ronakiing fuad information of Beaufort County,
South Caroh'na (the County) as of and for the year ended June 30, 2008 which collectively comprise the
County's basic financial statetnaits as listed la the table of cont^ts. Titese iinancial 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 accordances with auditing standards generally accepted in the United
States of America, and the standards applicable to financiai 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 whe&er (he financial statements sire 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 fix our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
tfie respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund infonnation of Beaufort County as of June 30, 2008, and the
respective changes in financial position and cash flows, where aj^licable, thereof and the respective
budgetary comparison for the general fund for the year then ended, in conformity with accounting
principles generally accepted in tihe 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, contacts, and grant agreements JMid other
matters. ITie purpose of that report is to describe the s c<^ 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 inte^al 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 JBuiaacial statements but is supplementaiy
infonnation required by the Governmental Accounting Standards Board. We have applied certain limited
procedures, wliich consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementaiy infonnation. However, we did not audit the
infonnation and express no opinion on it

Our audit was conducted for the purpose of fomiing 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 projert fund budgetary
comparison informatioE, 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 lEund, 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 resspects, 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.

fjllu^l>MA<LLC

Columbia, South Carolina
January 23,2009
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BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENTS 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 enojurage the

readers to consider the infomiation presented here in conjunction with additional information that we have furnished in our letter of transmittal,

which can be found on pages 1 through 6 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 $45,709,829

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

• The govemmenfs 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 tiusiness type activities.

• At the dose of the cun-ent fiscal year, the County's govemmentai funds reported combined ending fund balances of $155,615,408,

an increase of $46,983,609 in comparison wiBi the prior year. /Approximately 33 percent, $51,782,717, is available for spending at

the government's discretion (unreserved, undes'^nated fund balance).

• At the and of the current fiscal year, the Courjty'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 govemriiental

activities net capttal 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 Biuffton Parkway and of several other road projects throughout the County with th«

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 conprise three components: 1) government-wide financial statements, 2) fund financial sitatements, and 3) notes to

the financial statements. This report also contains other supplementary information in addition to the basic financial statements

themselves.

Government-wide finarwial statements ~ The govemment-wkle financial statements are designed to provide readers with a broad

overview of the County's finances, in a manner shiilar 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 statament of net assets presents infbmiation on all of the County's assets less its liabilities, with the difference between the two

reported as net assets. Over tme, 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 most recent fiscal year.

All changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless 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 earned but unused vacation leave).

Both the governmentHMide financial statements distinguish functions of tite County that are principally supported by taxes and

intergovemmentai revenues (govemmentai 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 govemmentai activities of the County include general government,

public safety, public woi1<s, pubb'c health, public welfere, and cultural and recreation. The business4ype activities include the garage.

-10-



BEAUFORT COUNTY, SOUTH CAROUNA

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 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 govemment-wide financial statements can be found on pages 27 through 29 of this report.

Fund financia! 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 fiind accounting to ensure and

demonstrate compliance with finance-related legal requirements. All of the funds of Beaufort County can be divided into three

categories: govenimental funds, proprietary fiinds, and fiduciary funds.

Governmental funds - Govemmental funds are used to account for essentially the same functions as governmental activities of the

govemnnent-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 balances of^jerKlaUe rssouroes available at

the end of the fiscal year. Such information may be useftil in evaluating the County's near-term finandng requirements.

Because the focus of govemmental funds is narrower than that of the govemnftent-wide financial statennents, it is useful to compare the

information preserrted 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 govemment's near-term financing

decisions. Both the govemnnental fund balance sheet and the govemmental fund statement of revenues, expenditures, and changes in

fund balances provide a reconciliation to facilitate this comparison between govemmental funds and govemmental actiwties.

Information is presented separately in the govemmentai fund balance sheet and in the govemmental fund statement of revenues,

expenditures, and changes in fund balances for Uie general fund. County wide general obligation bonds fund, sales tax projects fund, real

property program fund, and the Blufflon Parkway project fund, all of which are ojnskJered 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 govemmental

funds IS provided In the fomi 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 demonstrate compliance virith this budget.

The basic fund financial statements can be found on pages 30 through 36 of this report.

Proprietary funds - The County maintains four different types of proprietary funds, all of which are enterprise funds. Enterpn'se funds

are used to report the same functions as business-type activities in the goverrvnent-wide financial statements. The County uses

enterprise funds to account for its garage, stormwater utiitty. 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

s^nificant portion of their costs.

Proprietary funds provide the same type of infomiation as the govemmenl-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

Aiiport, 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

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE RSCAL YEAR ENDED JUNE 30, 2008

Fiduciary funds - Fiduciary funds are used to account for resourass held for the benefit of parties outside the government Fiduciary

funds are not reflected in the government-wide financial statements because the rasounces of those funds are not avaiiable to support the

County's own programs. The accounting used for tiie fiduciary funds is much like that used for proprietary funds.

Tihe 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 finandai statements and accompanying notes, this report also presents

certain suppiementai infonnatior) that further supports the ftnancial statenf>eiits.

The combining statemente referred to earlier in connedBon with nonrnajor govemmental 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 govemment's financial position. In the case of Beaufort

County, assets exceeded iiabiities by $186,562,693 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 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 reisources needed to repay this debt must be provided from other

sourtsss, 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 remaining balance of unrestricted net assets, $45,709,829 (approximately 25 percent}, may be used to meet the govemment's

ongoing obligations to citizens and creditors.

At the end of the cun-ent 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 govenvnental and business-type activities.
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BEAUFORT COUNTY, SOIJTH CAROLINA

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Beaufort County's Net Assets

June 30,2008 and 2007

Governmental Activities Businass-tvpe Activities Total

2008 2007 2008 2007 2008 _2ffli7

$ 170,645,486

258.415.419

S 428,960,905

$ 124,774,702

214.629.701

Current and Other Assets

Capitef Assets

Totaf Assets

$ 3,001.168

23.334.636

$ 26,335.804

$ 2,841,689

24.046.457

$ ?S.8SB,14fi

$ 173,546,654

281.750.055

$ 127,616,391

238.676.158

$ 240,014,260 $ 200,391,194 $ 1,940,921 S 195,847 $ 241,955,181 $ 2(X),587,041

24.174.156 _^MMS4 2.604.779 3.564.088 26.778.935 2g,g?>1.582

$-

Long-Term Liabilities

Other Liabilities

Total Uabillties $ .a2S.4Za.fiaa $ 4,545,700 $__3J5BS2& S 268,7.^4,116 $ ?30,23a,623

Net Assets:

Invested in Capital Assets

Net of Related Debt

Restricted for Debi Service

Unrestricted (Deficit)

$ 70,675,038 $ 52.776,852 $ 21,571,862 $ 24,046,457 $ 92,246,900 $ 76,823,309

48,605,864 18,695,106 - - 48,605,864 18,695,106

45.491.587 41.453.757 218.242 (918.246> 45.709.829 40.535.511

$ 164,777,489 $_liZfl25J:lS $..21Z9mM $..2ZJ2S211 S 18§,;^62,593 $_136.P53,626

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 govenmental 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, 2(X}8 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 mlliion

refunding bond issuance. Also, the County's sales tax projects fund's cash increased by approximately S16.3 million and other

current assets increased by $3.1 million over the previous fiscal year due to the 1 % referendum local sales tax mon i^ 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 incmase was the result 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 govemmental net capital assets increased by $43.8 million. This increase occurred mostly from the County's $21.6

million in purchases of land and easements, $1 S.7 million of investments in infrastructure, and $4.0 miirion in upgraded radios for

improved communicabons abilities in the event of emeipencies. See the capital assets and debt administration section t^low for

more detail.

• The $17.5 million bond issuance and a $25.5 million bond issuance wete 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

long-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 milBon in liabilities. This increase mostly

related to the $1.8 milBon note the County's general fund issued to the Hilton Head Island Airport for the construction of hangera at

the airport, net of the Hilton Head island Airport's net $.4 nvflion pay-<town of its cutTent advances from the County's general fund,

the Lady's Islanid Airport's net $.2 million pay-down of Its current advances firom the County's general fund, and a $.1 million

decrease in Hilton Head Island Airport's accounts payable from June 30,2007 to June 30,2008.
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BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENTS 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 ActivSies Business-type Activities Total

2007200B 2007 _2fiBfi_ 2007 2008

Revenues:

Program Revenues:

Charges for Services

Operatir^ Grants and

Contributions

Capita! Grants and

ContftHitions

General Revenues:

Properly Taxes

Grants and Contributions

Unnestricted Investment

Earnings

Transfers In / (Out)

iUiscellaneous

Tofeii Revenues

$ 31,413,093 $ 32,302,521 $ 10,385,146 $ 8,887,802 $ 41,798,239 $ 41,190,323

8,312,520 6,980,330 219,079 8,556,988 7,199,409244,468

33,285,927 8,567,228 1,004,624 1,334,933 34,290,561 9.902,161

81,399,195
9,621,104

4,701,846

1,863,867

9,342.263

72,684,375
7,719,639

4,179,902

-

2.838.808

-

-

86,760

(1.863,867)

270

-

-

174,319

-

4.320

81,399,195
9.621,104

4,788,606

-

9.342,533

72,584,375
7,719,638

4,354,221

-

2.843.128

179.939.815 10.620.453135.172.803 9,857,401 189.797.216 145.793.256

Prooram Expenses

Govemmental Activities:

General Government

Public Safe^'

Public Works

Public Health

Public Weffare

Cultural and Recreation

Interest

Business-Type Activities:

Garage

Stormwater Utility

Lady's Island Airport

Hilton Head Aiiport

Total Expenses

27,566,886

45,505,447

21,017,930

9,545,159

2,082,811

11,682,973

10,691,835

-

-

24,863,032

40,322,590

19,507,135

8,434,863

1,460,053

10,527,430

9,238,679

-

-

-

-

-

-

-

-

-

4.778,275

2,896,205

845,649

2,675.379

-

-

-

-

-

-

-

4,186,346

2,528,367

673,942

2J07,556

27,566,686

45,505,447

21,017,930

9,(545,159

2.082,811

11.682,973

10,691,835

4,778,275

2,8^,205

845,649

2J75.3Z9

24,863,032

40,322,590

19,507,135

8,434,863

1,460,053

10,527,430

9,238,679

4,186,346

2,528,367

673,942

2,107.556

128.093.041 114.353.782 11195,508 .M9-6.211 139.288.549 123,848,993

Excess Revenues over

Expenses

Net Assets, Beginning

Net Assets, Ending

51,846,774 20,819,021 (1,338,107) 1,124,242 50,508,667 21,943,263

114,110.663112,925.715 92.106,694 23,128,211 _^.0Q3.969 136.053.926

S 1647724«ci $_ $_iasjs2,saa $_i36jg5,a2s

- 1 4 -



BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMEKrs DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Governmental activities increased the County's net assets by $51.8 million, thereby acraunting 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 Count)''s governmental capital grants and contributions revenues increased by $24.7 miHion 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 fisca! year, as opposed to

part of the 2007 fiscal year {fi\e first year of collections).

• In the 2008 fiscal year property tax revenues increased by approxinnately $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 5.6%

increase in property tax revenues h the 2007 fiscal year over the 2006 fiscal year and compared to a $3.0 million or 4.6% inaease

in property tax revenues in the 2006 fiscal year over the 2005 fiscal year. Increases in proper^ taxes were due to increased millage

rates, increasing property values, increasing development, and an increasing populafion.

• Miscellaneous revenues also increased by $8.4 million, which was fueled mostly fi'om $6.5 million in litgation settlement funds

realized by the County. $6.0 of the $6.5 mBIion in settlement funds related to the settlement between the County and the builder of

the County's administrative complex.

> The County's public safety expenditures increased by $6.2 million during the 2008 fiscal year as compared to the 2007 fiscal year.

The increase resulted nnostly 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 whicli $1.2 million is allocated to the County's public safety function. The recognized allocated OPEB cost is in compliance

with the Govanwiental 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 to the 2007 fiscal year and the book value of

assets 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 ejemente 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 completed at the County's expense at the Hilton Head Island Airport in fiscal year 2007.
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BEAUFORT CX)UNTY, SOUTH CAROLINA

RjlANAGEMENrS DISCUSSION AND ANW.YSIS

FOR THE FIS{:AL YEAR ENDED Mm. 30,2008
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BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30.2008

FINANCIAL ANALYSIS OF THE GOVERNMENTS FUNDS

As noted earlier, Beaufort County uses fiind accounting to ensure and demonstrate compliance with finance-related legal requirements.

6ovemmental funds - The focus of the County's govemnnental funds is to provide information on near-tenn inflows, outflows, and balances

of ^5endable resources. Sudi information is useful in assessing the County's financing requirements. In particular, unreserved fund balance

may serve as a useful measure of a government's net resources avalable for spending at the end of the fiscal year.

At the of the end of the current fiscal year, the County's govemnental fijnds reported combined ending fund balances of $155,615,408, an

increase of $46,983,609 in conr^arison with the prior year. Approximatel̂ r one third of this toteit amourit ($51,782,717) constitutes urmserved,

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

<$22,8S9,299), 2) to fund planned capital project ($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 cunsnt fiscal year, unreserved, undesignated

fund balance of the general fund was $18,929,748, while the total fund balani^ was $19,756,991. As a measure of the general fund's

liquidity, a comparison is made of both unreserved fund balance and total fund balance to total fund expenditures. Unreserved fund balance

represents approximately 21 % of total genera! furKi expenditures and transfers, white total ftind balance represents approximately 22% of total

general ftind expenditures.

County VWde General Obligation Bonds Fund - At the end of the cunent fiscal year, the total fund balance of the county wnde general

obligation bonds fund was $21,007,616, 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, fora net change in fund balance of

$20,715,776.

Sates 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

whic^ $20,771,535 was reserved for encumbrances and $2,127,694 was reserved for capital projects. The sates tax projects fund recognized

revenues of $25,930,718 and total expenditures of $6,846,156, for a net change in fuiid balance of $19,084,562.

Real Property Program Fund -A t the end of the current fiscal year, the total fund balance of the real 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 bafance of $4,589,337.

Bluffton Parkway Project Fund ~ At the end of the current fiscal year, the total fund balance of the Bluffton Pariway 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 Bluffton Paiicway

projei^ fund recognized revenues of $134,620, total expenditui«s of $10,597,211, and $5,500,000 in other financing sources, for a nei ctiange

in fund balance of ($4,962,591).

Details of the County's govemmental funds are shown in the govemment-virtde 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
. p

Proprietary funds - The focus of the County's proprietary ftinds is to provide infomation on near-term inflows, outflows, and balances of

spendable resources. Such infbrnwtion is useful in assessiing the County proprietary funds' financing requinements. As restricHons,

commitments, and other linitations on net assets a'gnificantly affect the availabi% of fund resources for future use, unresewed net assets

may serve as a useful measure of a govemment's propn'etary mst resources avai^ble for spending at the end of the fiscal year.
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BEAUFORT COUNTY. SOUTH CAROLINA

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE RSCAL 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 wtth the prior year. The decrease was mostly the result of the transfer of $1.8 nnlHionfrom the Hilton Head Island

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 liability and issued a $1.8 million note to the Hilton Head Island Airport.

Garage - At the end of the currant fiscal year, the net assets of the garage fund was $183,300, of whiich $231,178 was invested in capital

assets, net of related debt, teaving a deficit balance of $47,878 In unrestricted net assets. The garage 6ind recognized operating revenues of

$4,913,862, total operating expenses of $4,778,276, and $270 in net non-operating revenues, for a change in net assets of $135,857.

Stormwater UtHity - At the end of the current fiscal year, the net assets of the stomiwater utity fund was $3,076,393, of which $1,432,554

was invested in capital assets, net of related debt, leaving a balance of $1,843,839 in unrestncted 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

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

$3,399,380 was invested in capital assets, net of related debt, leaving a deficit balance of $307,992 in unrestricted net assets. The Lady's

island Airpoit recognized operating revenues of $729,620, total operating expenses of $781,425, and $S,304 in net non-c^rating expenses,

for a change in net assets of ($68,100).

Hilton Head Island Airport- At the end of the current fiscai year, the net assets of the Hilton Head island Airpoit fund was $15,439,023, of

which $16,508,750 was invested in capital assets, net of nelated debt, leaving a deficit balance of $1,069,727 in unrestricted net assets. The

Hilton Head Island Airport reaignized 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 CAROUNA

MANAGEMENTS 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

Revenues:

Taxes

Licenses and Permits

Intergovernmental

Charges for Services

Fines and Forfeitures

Interest

Miscellaneous

Total Revenues

Expenditures:

General Govemment

Public Safety

Public Works

Public Health

Public Welfare

Culture and Recreation

Total Expenditures

Original

Budqet

$ 61,828,000

5,461.603

7,894,349

11,649,817

864,440

705,000

316.100

88,718,309

23,054,464

39,010,991

16,727,466

2,665,656

471,585

8.693,301

90,623,483

Excess of Revenues Over (Under)

Expenditures (1,905,174)

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

4,957,500

(3j060,572)

1,896,928

(8,24$)

21.642.520

$ 21,634,274

Final

Budaet

$ 61,828,000

5,461,603

7,894,349

11,649,817

864,440

705,000

315.100

88,718,309

21,512,717

39,941,525

17,557,837

3,067,186

986,085

8.828.337

91,893,687

1(3,175.378)

5,812,500

(12§Q»5Z21

2,751,928

(423,450)

21,642,520

S 21,219,070

Van'ance with
Original Budget

Positive

(Neaative)

$

-

-

-

-

-

-

1,541,747

(930,534)

(830,351)

(401.530)

(514,500)

(135.036)

(1,270,204)

(1,270,204)

855,000

855,000

(415,204)

_

£, (415,204)

- 2 0 -



BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMEMTS DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

The general fund orig inal budget's net assets varied from its final budget's net assets by ($415,204). Key elements of Uiis net budget

increase are as follows:

• ITie County's genenai government original expenditures budget viss 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 contingency budget and a $.7 million deaease in

the County's various agency subsidies from their original budgeted amounts. These decreases were actually allocatiCHis out of the

general govemmenfs 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 miiriom in

purchased professional services within the County planning and comprehensive plan's budget, approximately $.2 million in

purchased service budget increases within the County business license office relaUng to professional services purchases for the

business licimse audit, and approximately $.2 million in direct subsidies budget increases fortfie County's housing cooitiinator.

• The public safety expenditures budget was revised upward by $.9 million. This mostly came from $1.2 million in capital expenditure

additions to the County's public safety budget Ttiese extra oqjenditures included approximately $.9 million in capital expenditures '

on vehicles for the SherifPs Department. The $1.2 million increase in capital expenditures was mostly offeet by budget adjustanents

that decreased the Sheriffs Office personnel budget. Some of the $1.2 million in public safety expenditure budget increases were

allocations from the County's general govemment expenditures general contingency. See above for more detail.

e 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 department's purchased

services, most of which was attributable 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 Authori^ 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 million general govemment agency sub^dy altocatton. See above for more detail.

• The public health expenditure budget was revised upward by approximately $.4 million mostly due to a $.2 million increase in the

County's mos()uito control department's capital asset expenditures budget and a $.2 million increase in the County's public health

subsidies, $140,000 of which went to an increased subsidy budget for Coastal Empire Mental Health. These public health

expenditure budget increases came nnostly from the $.7 million general government agency subsidy allocation. See above for more

detail.

• Lastly, the original budget for transfers into ttie 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

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE RSCAL 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 3

Licenses and Permits

Intetgovemmental

Charges for Services

Fines and Forfeitures

Interest

Miscellaneous

Total Revenues

Expenditures:

General Govemment

Public Safety

Pubiic Works

Public Health

Pubiic Welfare

Culture and Recreation

Total Expenditures

; 61,828.000

5,461,603

7,894,349

11,649,817

864,440

7015.000

315^02

88.718,309

21,512,717

39,941,525

17,557,837

3,067,186

986,085

8.828.337

91.893.687

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

Beflinning of the Year

Fund Balance at the

EndoftheYeiar i _

(3,175,378)

5,812.500

(3,060.572)

2,751.928

(423.450)

21,642.520

-21.21Si!ZQ

$ 60.474.820

3.894.583

8.649.634

10.568.767

1.029,600

1,015,196

565.823

86.198,423

20.963.806

38.617,353

15.946,656

2.975.284

931.321

__JJ58J31
88.093,151

(1.894.728)

2,251.087

{2.241.888)

9.199

(1,865.529)

21,642,520

$ 19J549S1

$(1,353,180)

(1.567.020)

755,285

(1.081.050)

165,160

310,196

250.723

(2,519,686)

548,911

1,324,172

1,611,181

91,902

54.764

169.606

3,800.536

1.280.650

(3,561.413)

818.684

(2.742.729)

(1,462.079)

S (1j462.D79)
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BEAUFORT COUNTY, SOUTH CAROLINA

IMANAGEMENrS 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 budget'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 arid

foreclosure trends.

• The Counl^'s licenses and pemnits revenues were also approximately $1.6 million less than the final budget had projected due to

the iad that the County's building permit revenues were $.9 million less than budgeted and the County's business license revenues

weie $.7 million less than budgeted. These shortfeills 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 originai 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 million positive budget to actual variance within public safety expenditures and a $1.6 million positive budget to

actual variance within public woiks expenditures.

o Hie $1.3 million positive variance within the County's public safety expenditures irom the final budget came mostly from

personnel expenditures being a combined $.7 million less vnthin the County's sheriffs office, communications/traffic

management department, and emergency service department. Additionaiiy, actual capttal 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 pubib works expenditures from the final budget came mostly from

$1.1 million less in purchased solid waste disposal sar\»ces used by the County's solid waste/recycling department Also,

peisonne! expenditures were approximately $.8 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 iess Vnan 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 of^et partially by a $1.8 million transfer from the County's Hilton Head Island Airport proprietary fund related to the County

issuing a $1.8 million note in fiscal year 2008 for hangeis compieted at the County's expense at the Hiiton Head Island Airport in

fiscal year 2007.
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BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMEI^S DiSCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30,2008

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capita! Assets - Beaufort County's invesbnent in capital assets for its jjovemmental and business-type activities as of June 30, 2008 was

$281,750,055 (net of accumulated depneciation). 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 assets for the current tisca! year was 18 percent (in

which governmental activities capital assets increased by approximately 21 percent and business-type acKviKes capital assets decreased by

approximate^ 3 percent).

li ind and Easenmnts

ConstrucAon in Progress

Buildings and Improvements

InfrastrucMre

Equipment

Total Capital Assets

Beaumrt County's Capital Assets
(Net of Depreciation)

June 30,

Govemmentaf Activities

2008

$ 75,884,513

15,160,362

86,889,036

65,844,924

14.636.594

S 2Sfi41ii4ia

2007

$ 54.310,250

29,618,525

87.489,329

33,292,748

9.918.849

S 214629701

2008 and 2OT7

Business-type Activities

2008

$ 13,802,425

53,159

7.364,694

-

2,114.358

$__23J34fi3fi

2007

$ 13,802,425

63,867

7,604,784

-

2.575.381

S 24,04(5,457

Total

2008

$ 89.666,938 $

15,213,521

94,253,730

65,844,924

16.750.942

$_2ai./S£lfl55 $

2007

68,112,675

29,682,392

95,094,113

33,292,748

12.494.230

238,676.158

Major capital asset events during the current fiscal year induded the following:

» The County purchased approximately $21.6 million in govemmental activities land and easements for the County's rural and crKical

lands program.

• Also, the County made approximately $19.7 million of investments in infrastructure, which included $10.4 million in additionai

improvements to the Blufilton 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 govemmental actî rities equipment.

Additional information on the County's capital assets can be found in note 4 on pages 49 through 50 of this reporL
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BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENTS 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 Iong48mn debt outstanding. Of this

amount, $177,515,000 cwmprises of debt backed by the full faith and credit of the government.

General Obligation Bonds

TIF Revenue Bonds

Notes Payable

Capital Leases

Total Outstanding Debt

Beaufort County's Outstanding Debt
June 30,2008 and 2007

Governmental Activities

2008

$ 177,515,000

62,760,000

-

210.091

$ 240.485,091

2007

$ 141,670,000

63,190,000

-

240.588

$_2Q5JQQ.58S

Business-tvpe Activities

2008

S - S

-
1,762,774

S 1,762,774 $

2007

-

-

382,191

382.191

Total

2008

$ 177,515,000 $

62,760,000

1,762,774

210.091

$ 242,247^65 $

2007

141,670,000

63,190,000

382,191

240.588

205,482,778

Major outstanding debt events during the current fiscal year included the following:

• In September 2007, the County issued $25,500,000 of General (%llgation 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 tjonds was used for the Buckwalter Parkway extension.

• tn October 2007, the County issued $17,530,000 of General Obligation Bonds bearing interest rates of 4.0% to 5.0% and with

vaiytog maturity dates through 2020. The proceeds of these bonds were used for various County projects.

« The County issued a $1.8 million riote 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 Mood/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 limit the amount of general obligation debt a govemmental 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 lanitation for the County is $88,104,326. Beaufort County

was $44,708,501 under this legal limit at June 30, 2008.

Additional infoimation an 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

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

agio. 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 ntiarket downturn began to affect tlie County during the 2008 fiscal year, however the downturn in the County was

much less sevens than in cither areas around the country.

• The cost of living in this region still compares ̂ voirably to other areas of the country.

All of these factors were considered in preparing Beaufort County's budget for the 2009 fiscal year.

During the 2008 fiscal year, unreserved, undeslgnated fund balance in the general fund decreased by $624,026. No fund balance of tlie

general fund has been appropriated forspending in the County's 2009 fiscal year on'gina! 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

addressed to the Rnance Department, Post Office Box 1228, Beaufcirt, SC 29901-1228.
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Exhibit 1

BEAUFORT COUNTY. SOUTH CAROLINA

STATEMENT OF NET ASSETS

June 30.2008

Governmental

Activities

$ 141,745,277

16.589,114

S.636,303

1,750,033

91,717

165.812.444

3,0)9,390

1,723,652

4,733.042

91.044.875

167.370,544

238,415,419

428.960,90s

Business-Type

Activities

$ 1,393,504

1,231,671

304,267

71.726

3,001,168

-

_

13.855.564

9.479,052

23,334,636

26,335.804

$

Totals

143,138,781

17,820,785

5,636,303

1,750,033

304.267

163,443

168,813,612

3,009,390

1,723,652

4,733,042

104,900,459

176,849,596

281.750,055

455.296,709

A ^ E T S

Current Assets

Cash and Equity in Pooled Cash and Investments

Receivables, Net

Due irom Other Governments

Advances to Other Funds

Inventories

Prepaid Expenditures

Noncurtent Assets

Equity in Pooled Investments

Advances to Oitier Funds

Capitai Assets

Non-Depreciable

Depreciable

Total Assets

UABiUTIES

Uabitities

Accounts Payable

Accnied Payroll

Acciueti Interest Payable

Cutient Porton of Long Tern Debt

Advances Payable to Other Funds

Due to Others

Deferred Revenues

9,456.445
2,931,028

3,648,037

6,476,701

-

1,656.323

5,622

746,544
108,202

-

39.122

1,710,911

-

10,202,989
3,039,230

3,648,037

6,515,823

1,710.911

1,656,323

5,622

Long Tenti liabilities

Accrued Compensated Absences

Net Other Postemployment Benetits ObligaUon

Long-Tenn Oblations

Total LiabiliUes

NET ASSETS

invested in Capitai Assets, Net of Related Debt

Restricted for Debt Service

Unrestricted (Deficit)

Total Net Assets S

24,174,156

2,763,640

3,241,930

234.(H)8,390

240,014,260

__^64J[8S,416

70,675,038

48,605.864

45,491,587

164.772,489 S

2,604,779

77.411

139,858

1,723,652

1.940.921

4,545.700

21,571.862

218,242

21,790,104 $

26,778,935

2,841,351

3,381,788

235,732,042

241,S55,181

268,734.116

92,246,900

48,605,864

45,709,829

186.562,593

The accompanying notes are an integral part of these finandai statements.
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BEAUFORT COUNTY. SOUTH CAROLINA

STATEMENT OF ACTIVITIES

For {he Year Ended June 30. 2008

Functions/Programs

Governmental Activities

General Government

Public Safety

PuMcWoiiks

Public Health

Public Welfare

Cultural and Recmation

Interest

Totaf Governmental Aclivities

Bysiness-Type Activities

Garage

Stormwater Utiiity

Lady's Island Airport

Hilton Head Airport

Total Business-Type Activities

Total

Expenses

$ 27.566.886

45,505.447

21,017.930

9.545,159

2.082.811

11,6£!2,973

10,691,835

128,093.041

4,778.275

2.896,205

845.649

2.675.379

11.195,508

$ 139.288,549

Charges for

Services

$ 13.170,035

7,990,064

7,016.889

410.076

16,525

2,809.504

-

31.413,093

4.913,862

3.233,186

729,620

1.508,468

10,385,146

$ 41,798.239

Program Revenues

(derating Grants

and Contributions

$ 827.308

1.096,323

552,578

4,816,142

478,095

542,074

-

8.312,520

-
-
-

244,468

244,468

5 8,656,988

Capital Grartts

and Contrbutions

$ 5.010.000

795.360

27.480,577

-
-
-
-

33,285,927

-
-

121.787

882,837

1,004,624

$ 34,290,551

General Revenues & Transfers

Taxes

Grants and Contributions Not Restricted

Unrestricted Investment Earnings

Transfers In / (Out)

Miscellaneous

Total General Revenues & Transfers

Change in Net Assets

Net Assets. Beginning

Net Assets. Ending

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

-28-



Exhibit 2

Net (Expense) Revenue and
Changes in Net Assets

Governmental

Activities

$ (8,559,543)
(35,623,710)
14,032,114
(4,318,941)
(1,588,191)
(8,331,395)

(10,691,835)

(55,081,501)

-

$ (55,081,501)

Primajy Government
Business Type

Adivities

$ .. $

_

135,567
336,991

5.758
(39,606)

438,730

$ 438,730 $

Totals

(8,559,543)
(35,623.710)
14,032,114
(4,318,941)
(1,588,191)
(8,331,395)

(10,691,835)

(55,081,501)

135,587
336,991

5,758
(39,606)

438,730

(54,642,771)

S 81,399,195
9,621,104
4,701,846
1,863,867
9,342,263

106,928,275

51,846,774

112,925,715

$ 164,772,489

$

$

86,760
(1,863,867)

270

(1,776,837)

(1,338,107)

23,128,211

21,790,104

S 81,399,195
9,621,104
4,788,606

9.342,533

105,151,438

50,508,667

136,053,926

$ 186,562,593
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BEAUFORT COUNTY, SOUTH CAROLINA
BALANCE SHEET

GONi'ERNMENTAl. FUNDS
June 30,2008

$

$

General

16,963.419

4.053,589
2,750,352
3.473.685

85.849

27,336,894

County Wide
General

ObiigaSon
Bonds

$ 20,230,545
1.705,490

49
-
-

$ 21,936.084

Sales Tax
Projects

$ 16.285.029
7.783.702

-
-
-

S 24.068,731

ASSETS
Cash and Equity in Pooled Cash and Investments

Receivables. Net
Due from Other Governments

Advances to Other Funds
Prepaid Expenditures

Total Assets

ilABIUTI^S AND FUMDEQUITY
Uabilities

Accounts Payable
Accrued Payroll
Due to Others
Deferred Property Tax Revenue
Deferred Revenue

Total Uabilities

$ 1,169.501$ 2.967.386

2.599.817 ,

1,308,938

703.762

7.579.903

128.468

JJ69,501128.468

FUND BALANCE

Reserved for Encumbrances

Reserved for Capital Projects

Reserved for Debt Service

Unreserved

Totai Fund Balance

20.771,536

2.127.694
827.243

21.807.616

18,929,748

19.756.991 22.899,23021,807,616

$ 27.336.894 $ 21.936,084 $ 24,068,731Total Uabilities and Fund Balance

The accompanying notes are an integral part of these financial statements.
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Exhibit 3

Real
Property
Program

Blufflon
Parkway
Project

Nonmajor
Governmental

Funds

Total
Governmental

Funds

84,984,397 $ 144,754,6672.929.631 S 3,361,646

16,589,114
5,636,303

3.473,M5

91,717

323,912 2,502,421

2,885,902

5.868

210,000

90,378.588 $ 170,545,4863,139,531 $ 3,685,558

55,141 $ 5,254,971 $9,446 9,456,446

331,211
347,385

48,430

5,622

2,931.028
1,556,323

680.660

5.622

65,141 5,987,619 14,930,0789,446

1,283,116
2,347,301

17.404

24,722,348

26,798.248

32,852,969

84,390.969

22,899,299

32,327,528

48.605.864

51.782,717

155.615,408

3,130,186

3,630,4173,130J85

3,139,631 $ 3,685.558 90,378,588 $ 170,545,486
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ExhM3
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 tjecause:

Capital assets used in govemmental activities are not financial resources and, therefore, are

not reported in governmental ftinds 258,415,419

Other long-term assets are not available to pay for current period expenditures and, therefore,
are reported as deferred in govemmertal funds - property ta<es 880,660

Long-term liabilities, including bonds payable, are not due and payable in the current period
and, therefore, are not reported in govemmental funds

Accrued Interest Payable (3,648,037)
Currant Portion of Long Term Debt (6,476,701)
Accrued Compensated Absences (2,763,940)
Net Other Post Employment Bene«s Obligafion (3,241,930)
Long4enn obligatioris (234,008,390)

Net Assets of Govemmenital Activities $ 164,772,489

Tiie accompanying notes are an integral part of these financslal statements.
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Alice b}̂  Peggy Mac Bean

"/ had just come across the word allee in a mystery novei set in France, but
hadn't made the connection with our Southern variety until I drove pasttkis
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 COUNPl'. SOUTH CAROLINA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

For the Year Ended June 30, 2008

County Wide

Genera)

Obligation

Bonds

Sales Tax

ProjectsGeneral

Revenues

Taxes

Licenses and Permits

InteFgovemnnental

Charges for Seirvices

Fines and Forfijitures

Interest

Settlements

Miscellaneous

Total Revenues

Expenditures

General Government

Public Safety

Public vytorks

Public HeaHh

Public Welfare

Cultural and Recreation

Debt Service - Prindpal

Detjt Service - Interest and Fees

Capital Projects

Total Expenditures

Excess of Revenues Over (Under) Expenditures

$ 60,474,820 $ 9.107,612 S

3,894,583

8,649,634

10,568,767

1,029,600

1,015,196

565,823

86,198,423

20.963.806

38.617.353

15,946,656

2,975,284

931,321

8,658,731

-
-

88,093,151

(1,894,728)

187,213

-
-

787,746

1,444,824

11,527,395

-
-
-
-
-

6,685,000

5,731,747
-

12,416,747

(889,352)

25,531,506

-
-

399,212

_

25,930,718

-
-
-
-
-
-
-

6,846,156

6,846,156

19,084,562

Other Financing Sources (Uses)

Issuance of Bonds

Transfers In

Transfers Out

Total Other Financing Sources (Uses)

17,530,000

2,251,087 4,075,128

(2,241.888) __:_

21,605,1289,199

Net Change in Fund Balance 20,715,776 19,084,562(1,885,529)

1.091,840 3,814,66BFund Balance at the Beginning of the Year

Fund Balance at the End of the Year

21.642.520

$ 19.756,991 $ 21,807,616 $ 22,899.230

The accompanying notes are an integral part of these financial statements.
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ExhWt4

Real
Property
Program

$

-

S.010,000
-
-

488.149
-

7

5,498,156

-
-
-
-
-
-
-

20,908,819

20,908,819

(15,410.663)

BluWon
Partway
Project

$
-
-
-
-

134,620
-
-

134,620

-
-
-
-
-
-
-

10,597,211

10,597,211

(10,462,591)

Nonmajof
Governmental

Funds

$ 11,336,960
11,349,933
11,841,198
4,311,877

258,333
1,876,923
6,503,786
1,080,906

48.659,916

3,318.141
4.012,204
3,558.404
6,673,427

621,330
705,935
930.000

4,387,498
12,690,463

36,897,402

11.662,514

Totals
Governmental

Funds

$ 80,919,392
15,244,516

51,219.551
14.880.644

1.287,933
4.701,846
6.503.786
3.091.560

177.849.228

24,281.947
42.629,557
19,505,060
9.648.711
1.552,651
9,364,666
7,615,000

10.119.245
51,042.649

175,759,486

2,089.742

20,000,000 5,500.000 43.030,000

18.842.778

(16,978.911)

44.893.867

12,516,563
(14,737,023)

(2.220.460)5,500.00020.000,000

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 J 3 g j ^ $ 3.630,417 $ 84,390,969 $ 155.615,408
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Exhibit 4
Continued

BEAUFORT COUNTY. SOljrTH CAROUr4A
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES OK GOVERNMENTAL FUNDS
TO THE STATa^ENT 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 their estimated useful lives and reported as depreciation
expense. This is the amount by which capital outlay excluded depreciation in the curent penod

Capital Outlay
Depreciation

In the statement of activities, the loss on disposal of rapital assets is reported. Conversely,
govemmental 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 collected 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 long-term debt (bonds, leases) provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the current financial
resources of govemmental funds. Neither transactions has any affect on net assets

Issuance of Long-Term Bonds
Bond Prindpal Payments
Capita! Lease Pnndpal 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

46,983,609

54,716,472
(10,741,537)

(189,217)

479,803

(43,030,000)
7,615.000

30,497

(573,289)

(202,634)

(3,241,930)

51,846,774Change in Net Assets of Governmental Activities

The accompanying notes are an integral part of these financial statements.
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Exhibit 5

BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET ANO ACTUAL

GENERAL FUND
Forth<s Year Ended June 30, 2008

GENERAL

Original
Budget

$ 61,828,000 S
5,461,603
7,894,349

11,649,817

864,440
705,000
315,100

88,718,309

23,054,464
39.010,991
16,727,486
2,665,656

471,585
8,693,301

90,623,483

(1,905,174)

4,957,500
^,060,572)

1,896.928

(8,246)

21,642,520

$ 21,634,274 $

Final
Budget

61,828,000 $
5,461,603
7,894,349

11,649,817
864,440

705,000
315,100

88,718,309

21,512,717
39,941,525
17,557,837
3,067,186

986,085
8,828,337

91,893,687

(3,175,378)

5,812,600
(3,060,572)

2,751,928

(423,450)

21,642,520

21,219,070 $

Actual

60,474,820
3,894,5.B3
8,649,654

10,568,7CT

1,029,600
1,015.196

__565^!3

86,198,423

20,963,8(16
38,617,353
15,946,656
2,975,284

931,321
8,658,731

88,093,151

(1,894,728)

2,251,087
__J2j241J8IB)

9,199

(1,885,529)

21,642,520

19,755,991

Variance
with Final Budget

Positiva
(Negative)

$ (1,353,180)
(1,567,020)

755,285
(1,081,050)

165,160
310,196
250,723

(2,519,686)

548,911
1,324,172
1,611,181

91,902
54,764

169,606

3,800,536

1,280,650

(3,561,413)
818,684

(2,742,729)

(1,462,079)

$ (1,462,079)

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 Wellare
Cultural and Reo'eation

Total Expenditures

Excess of Revenues Over (Under) Expenditures

Other Finandng Sources (Uses)

Transfers In

Transfers Out

Total Other Finandng Sources (Uses)

Net Change in Fund Balance

Fund Balance at the Beginning of the Year

Fund Balance at the End of the Year

The accompanying ncSes are an integral part of these financial statements.
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Exhibit 6

BEAUFORT COUNTY, SOUTH CAROLINA

STATEMENT OF NET ASSETS

PROPRIETARY FUNDS

June 30, 2008

ASSETS

Current Assets

Cash and Investments with Trustee

Receivables, Net

Internal Balances

Inventories

Pr^>ayments

Total Current Assets

CapKal Assets

Accumulated Depreciation

Total Assets

LIABItlTlES

Uabtlities

Account Payable

Accrued Payroll

Cun-ent Portion of Advances

Payable to General Fund

Total Current UabWes

Garage

$ 2,169

313,459

-

136,650

71,726

523,004

417,789

(188,611)

231,178

$ 754,182

566,007

1,933

567,940

Stormwater

Utility

$ 1,390.763

371,112

-

109,102

1,870,977

2,431,367

(993,813)

1,432,554

$ 3,303,531

23,895

63,682

87,577

Lady's Island

Airport

$ 372

68,072

(240,000)

59,51 i5

(112,041)

3,967,504

(568,124)

3,399,380

$ 3,287,339

82,624

4,922

103,849

191,395

Hilton Head

Airport

$ 200 $

479,028

240,000

-

-

719,228

23,121,164

(4,849,640)

18,271,524

$ 18,990,752 $

74,018

37,665

1,646,184

1,767,867

Totals

1,393,504

1,231,671

-

304,267

71,726

3,001,168

29,937,824

(6,603,188)

23,334,636

26,335,804

746,544

106,202

1,760,033

2,604,779

Long Tenn Liabilities

Accrued Compensated Absences

Net Other Postemployment

Benefits Obl^ation

Advances Payable to General Fund

Total ij)ng Term Liabilities

Total Liabilities

145

2,797

2,942

570,882

44,457

95,104

139,661

227,138

1,759

2,797

4,556

195,951

31,060

39,160

1,723,652

1,793,862

3,551,729

77,411

139,858

1,723,652

1,940,921

4,545,700

NET ASSETS

Invested in Capital Assets, Net

of Related Debt

Unrestricted (Deficit)

Total Net Assets

231,178

(47,878)

S 183,300

1,432,554

1,643,839

$ 3,076,393 $

3,399,380

(307,992)

3iO91,388 $

16,508,750

(1,069,727)

15,439,023 $

21,571,862

218,242

21,790,104

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

-37-



Exhibit 7

BEAUFORT COUNTY, SOUTH CAROLINA

STATEME^^T OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUMOS

For the Year Ended Jyne 30,2008

Operating Revenues

Garage Biliings

Fuel and Oil Sales

Stormwater Utility Fees

Stonnwater UtiNty Project Billings

Hanger ieases

FBO Concessions

FBO Fuel Comlssion

Concession Sales

FireiighSng Fees

Landing Fees

Parking/Taxi Fees

Rentals

Passenger Fadlities Charges

TSA Rewnues

Other Charges

Total Operating Revenues

Operating Expenses

Costs of Sates and Services

Personnel

Purchased Services

Supptes

Depreciation

Total Operating Expenses

Garages

$ 1,773,853

3,140,009

-

-

-
-

-

-

-

-

-
-

-

-

4,913,862

2,893,750

52,880

1,793,146

11,925

26.574

4,778,275

Stormwater

Utirity

$

-

2,910,758

316,307

-
-

-

-

-

-

-
-

-

-

6,131

3,233,196

-

1,677,522

385,734

539,600

293,349

2,896,2M

Lady's Island
Airport

$
599,504

-

-

-
-

8,362

-

14,694

-

106,852

-

-

a
729,620

438,114

109,969

166,559

13,371

53,412

781,425

Hilton Head
Airport

$
-

-

-

30,000

22,005

96,985

-

267,811

186,266

45,245

827,399

101,257

143,211

22,657

1,752,936

-

936,470

579,634

54,939

633,282

2,204,325

Totals

$ 1,773,853

3.739,513

2,910,758

316,307

30,000

22,005

96,965

8,362

267,911

211,160

45,245

934,251

101,257

143,211

28,796

10,629,614

3,331,864

2,776,841

2,925,073

619,835

1,006,617

10,660,230

336,991 (51,805) (451,389) (30,616)Operating Income (Loss) 135,5i87

Non-Operating Revenues (Expenses)

FAA Grants

SCAC Grante

Non-Operating Grant Expenditures

Transfers Out

Sain (Loss) on Sale of Property and Equipment

interest Earned

interest Expense

Total Non-Operating Revenues

Change in Net Assets

Net Assets, Beginning

Net Assets, Ending $

-

-

-

-

270

-

270

135,857

47,443

183,300 $

-

-

-

-

-

19,681

19,681

356,672

2,719,721

3,076,393

90,703

31,084

(64,224)

(63,867)

-

-
-

(6,304)

(58,100)

3,149,497

S 3,091,388

8e>4,230

18,607

(376,873)

(1,800,000)

-

67,079

(94,181)

(1,321,138)

(1,772,527)

17,211,550

$ 15,439,023

954,933

49,691

(441,097)

(1,863,867)

270

86,760

(94,181)

(1,307,491)

(1,338,107)

23,128,211

$ 21,790,104

Hie accompanying notes are an integral part of these foiandal statements.
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Exhibit 8
Sheet 1

BEAUFORT COUNTY, SOUTH CAROLINA

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

For the Year Ended June 30, 2008

Garage

$ 4,861,323

(49,474)
(4.887,834)

124,015

-

270

(122,116)

-
-

(121,846)

Stormwater
Utility

$ 2,866,009

(1,552,309)

(1,008,589)

303,131

-

-
-

(109,556)

-
-

(109,556)

1-ady's Island
Airport

$ 877,109

(105,794)

(828,878)

(57,563)

90,703

31,084

(64,224)
-

-

-
-

57,563

Hilton Head
Airport

$ 2,176.430

(893.291)

(1,215,642)

67.547

864,230

18,607

(376,873)
-

(126,991)

(419,418)

(94,181)

(134.626)

Totals

S 10,780,921

(2,600,868)

(7,740,923)

439,130

954,933

49,691

(441,097)

270

(358,663)

(419,418)

____jg4J_81}

(308,465)

Cash Rows from Operating Activities:

Cash Received from Customers and Users

Cash Paid to Employftss

Cash Paid to Suppliere

Cash Flows from Capital and Related Financing Activities:

FAA Grants

SCAC Grants

Non-Operating Grant Enpenditures

Proceeds frcmi Sale of Capital Assets

Purchase of Capital Asisets

Principal Payment on Debt

Interest Paid on Debt

Cash Flows from Investing Activities:

Interest Earned

Net increase in Cash and C^sh Equivalents

Cash and Cash Equivalents, July 1,2007

Cash and Cash Equivalents, June 30, 2008

19,681 67.079 86.760

$

2,189

2,169

215,256

1,175,507

$ t,39_0,763 $

372

372 $

200

200 $

217,425

_1J76^79

1,393,504

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

Sheel2

BEAUFORT COUNTY, SOUTH CAROLINA

STATEMENT OF CASH FLOWS

PROPRIETAÎ Y FUMDS

For the Year Ended June 30,2008

Hilton Head

/Wtport

Lady's Island
Airport

Stomiwater

Utility TotalsGarage

Reconcaiation of Operating Income to Net Cash Flows from Opeiatirig Activities:

$ 135,567 $ 336,991 $ (51,805) $ (451,389) $_ (30,616)C ĵeraSng Income (Loss)

Adjustments to Reconcile:

Depreciation

Changes in Assets and Liabilities:

(IrKsiease) Decrease in Accounts RecavaWe

(Increase) Decrease in Inventories

increase (Oecrease) in Accounts Payable

Increase (Decrease) in Accured Payrol

increase (Decrease) in Accrued

Compertsated Absences

IrtciBBse (DecFaase) in Net Other

Posfemptoyment Benefits ObBgation

1,006,61726,574 293,349 53,412 633,282

(52,539)

(64,540)

75,527

464

146

2,797

___g8J46)

S 124,015

(367,187)

-

(83,235)

(14.348)

44,457

95,104

(325,209)

$ 305.131

147,489

(28.820)

(182.014)

(381)

1.759

2,797

(59,170)

$ (57,563) ;

423,544

-

(581.069)

(27.031)

31.050

_^J60_

(114.346)

S 67.547 S

151.307

(93.360)

(770.791)
(41.296)

77.411

139.858

(536.871)

439,130Net Cash Flow from Operating Activities
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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

LIABJLITIES

Due to Agency 91,176^012

Total Liabilities 91,176,012

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 (he Year Ended June 30,2008

Summary of Significant Accounting Policies

The financial statements of Beaufort County, South Carolina, have been preparecl in conformity with accounting principles (GAAP)

generally accepted in the United States of America as applied to governmental units. The Govemmental Accounting Standards Board

(GASB) is the accepted standard-setting body for establishing governmenta! accounting and financial reporting principles. The County

also ai^ties Financial Accounting Standards Board ffASB) statement and inteipretations issued on or before November 30,1989 to its

govemmental and btisiness-iype activities and to its proprietary funds provided they do not conflict with or contradict GASB

pronouncements. The more significant of the govemment's aocounting poilcies 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 distncts. 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 Counijr.

Govemnrent-Wida Financial Statements

The statement of net assets and the statement of activities display information about the County as a vriwle. These statements

indurfe the financial activities of the prftnary government, exMpt for fiduciary funds. For the most part, the effect of interfund

activity has been removed from the statements. The statements distinguish between those adivifes of the County that are

govemmental and those that are considered business-^rpe activities.

The statement of net assets presents the financial condition of the govemmentei! and business-type activities for the County at

year-end. The statement of activities presents a comparison between direct e^jenses and program revenues for each program

orfiinction of the County's govemmental activities and for the business-type acUvMes of\t^ Coun^. Direct expenses ate those

that are specifically associated wrfth a service, program, or department and therefore clearly identifiable to a partcular 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 interest eamed

on grants that is required to be used to suf>port a particular program. Revenues which are not classified as program revenues

are presented as general revenues of the County, with certain limited exceptions. The comparison of direct expenses with

program revenues identifies theextentto which each business segment or governmental ftjnction is self-financing or draws

from ttie general revenues of the County.

Fund Financial Staterrients

Dun'ng the year, the County segregates transactions related to certain County functions oradivities in separate funds in onJer to

aid financial management and to demonstrate legal compliance. Fund financial statements are designed to present finandat

information of the County at this mote detailed level. The focus of govemmental and enterprise fund finandal 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 Finandal Statement Presentation

The govemment-wide finandal statements! are reported using the ecxmomic resources management focus and the accrual

basis ofacxxiimting, as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when eamed

and expenses are necordect when a liability is incurred, regardless 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 isrovider have been met
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BEAyFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30,2008

Summary of Significant Accountinq Pojicies - Continued:

Govemmentalfund financial statementsare reported using the affr»nfSfl8W3a/reso(«tesmeasu»Bme/)fft)c«sarKl the moc^

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 cotlectible within the current period or soon enough thereafter to pay liabilities of the

cuirrent period. For this purpose, the government considere 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 related to corr^nsated absences and daims and judgments, are

recorded only when payment is due.

Property taxes, franchise taxes, licetises, and interest associated with the current fiscal period are all considered to be

susceptible to accrual and so have been reicognized as revenues of the current fiscal period. All other revenue items are

cortsidered to be measurable and available only when cash is received bythe government.

The government reports the following niajor governmental funds:

Tl'te general fund is the government's primaiy 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 furwl accounts for the expenditures of the twnd proceeds of the bonds

issued for various capital piojects throughout the County.

The sales tax projects ̂ nd 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 for the

purchase of rural and critical tands within the County.

The Bluffton Parî way project fund accounts for the expenditure of the bond proceeds of the bonds issued for the

construction of the Blufiton Parkway and for improvements to the Buckwalter 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 Island.

The Hilton Head Island Aiipoil fund accounts for the activities of the County's airport (derations on Hilton Head

Island.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30,2008

1. Summary of Significant Accountino Policies - Continued:

Addilionaify, the government reports ti^e following fund types:

Special Ravenua Funds

The special revenue funds are used to account for the proceeds of specific revenue sources (other than

special assessments, or major capital projecis) that are legally restricted to expenditures for specified

purposes.

Debt Service Funds

Debt service funds are used to accountfor the accumulation of resources for, and the payment of, general

long-term debt principal and interest.

Capital Projects Funds

Capital prq'ects 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 aiccount for monies held on behalf of school districts, special districts, and other

agencies that use the County as a depository or property taxes are coltected on behalf of Ihe other

governments.

As a general rule the effect of interfund activity has l>een eliminated from the govemment-wide financial statements. Exceptions to this

general rule are charges between the govemment's garage function and various otherfunctions of the govemment Elimination of these

charges would distort the direct costs andprogram revenues reported for the various functions oonc«med.

Amount reported as pm^Bm revenues include (1) charges to customers or applicants for goods, serviceis, 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 indude all taxes.

Proprietary furids dstinguish operaSng revenues and expenses from nortoparating items. Operating revenues and expenses generally

result fnom providing services and producing and delivering goods in connection vin'th a proprietary fund's pirincipai ongoing operations.

The principal operating revenues of the County enterprise fund are charges to customers for sales and serviioes. Operating expenses for

enterprise funds include the cost of sates 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 outstandng balances of any borroiwing used for the acquisition

construcQon or improvements of those assets. Net assets are reported as restricted when there are linitaficms imposed on their use either

through the enabling legislation adopted by the County or through e;rtemal restriction imposed by creditors, grantors, laws, or regulations

of other govemments. Net assets invested in capital assets net of related debt were as follows:
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

Summatv of Significant Accounting Policies- Continued:

Net Capital Assets $ 258,415,419

Less: Current Portion of Long Term Debt (6,476.701)

Long Term Obligations (234,008,390)

Add Unspent Bond Proceeds: Sates Tax ftojeds 22,899,230

Real Property Rogram 3,130,185

Blufflon Parkway Project 3,630,417

Capital Projects Funds 23.084.878

$ 7O.e7S^j

Deferred revenue - Deferred revenue arises when assets are recogrtized before revenue recognition criteria have been satisfied. On

govemnnental fund financial statements, receivables that will not be collected within ttie available period have also been reported as

deferred revenue.

Equitvin Pooled Cash and Investments- The County maintains a pooled cash and investment account for all funds for accounting and

investment puiposes. This gives the Countythe abiiityto invest idle cash for short periods of time and to aam 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 Council and is considered to be temporary in nature.

Investments- Investments consfet of certificates of deposit and repurchase agreements. With the majority of the County's investments

maturing In less than 1 year, all investments ate recorded at cost, which approximates market value.

Receivables - All receivables are reported at their gross value and when appropriate, are reduced by the estimated portton that is

uncoilectfiole.

Inventories - Inventories consist of fuels and supplies (enterpnse 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

histoncal cost. Contributed assets are reported at fair market value as of the date received. Additions, improvements and other oeipital

outlays tliat significantly extend the useful life of an asset are capitalized. Other costs incurred for repairs and maintenarus are ex(%nsed

as incurred. Depredation on all assets is calculated on the straight-line basis starting in the month of purchase/completion over the

following estimsited useful lives:

Buiklings 25 years

improvennents 25 years

Infrastructure 25 years

Equipment 5 -10 years

Lonq-Term Obligations - In the government-wide financial statentients and propn'etary funds Snandai statements, long-term debt and other

long-temni 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. Bondissuants costs are r^orted as deferred charges

and amortized over the term of related debt
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

Summary of Significant Aca)untlna Pcrficies - Cotitinued:

In the liind financial statements.govemmental 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. Premiunns received on debt issuances are reported as

interest on investments vsrhile discounts and issuance costs are reported as interest and fees expenditures.

Compensated Absences - The Coynty accrues compensated absences and associated employee-related costs when earned by the

employee.

Due to and from Ofrier Funds/lnterrial Balances- interfund receivables and payables in the fund financial statements and intemal

balances in the government-wide financial statements arise from interfund transactions and are recorded by all fiinds affected in the

period in whidi transactions are executed. As a general rule, the effect of interfund activity has been eliminated from the

govemn%nt-wide finandai statements.

Revenues - Substantially all governmental fund revenues are accrued. Property taxes are billed and colected within the same period in

which the taxes are levied.

Expenditures- Expenditures are recogni^ when the related fund liability Is incurred.

Use of Estimates - The preparation of financial statements In conformity with generally accepted aaiounting principles requires

management to make estimates and assumptions that affect the County's finandai position and results of operations and disclosure of

contingent assets and liabilities. Actial results could dilfer from those estimates.

pudaef; and Budgetary Accountino - The County uses GAAP sis the basis for its budgeting and uses the following procedures in

establishing the budgetary data reflected in the financial statements:

(1) The County Admin jstrator submits to County Council, prior to June 1, proposed operating, special revenue, debt service, and

capital improvement (CIP) budgets for the fiscal year commendng July 1. The operating, special revenue, debt service, and

CIP budgets include proposed expenditures, revenues, and finandng sources.

(2) The Council requires such changes to be made as it deems necessary, provided the budget remains in balance and is subjed

to the notice of hearing requirements of Section4-9-140 of the South Carolina Statutes.

(3) Public hearings are held pursuant to Section 4-9-140 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 enacted through passage of an

ordinance setting forth antidpated revenues and appro|>riations by fund.

(5) The County Administrator or his designee is authorized to transferfunds among operating accounts or among capital accounts

within a department. All transfers between departmente and programs or between operating and capital accounts must be

authorized by the Coundl in accordance with Section 4-9-140 of the South Carolina Statutes. In accordance with County

Ordinance #2008/14, Section 12, amounts of $10,000 or less can be approved by the Coundl Chairman and/or CouncB Finance

Committee Chairman; transfers of $5,000 or less can be approved by the County Administrator and/or his designee.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

Sinnmarv of Significant Accounting Poffcies- Continued:

(6) Formal budgetary integration is employed as a measurement control device for all govemmental hinds of the County, The level

on whteh expenditures may not legally exceed appropriations is the fund level.

(7) 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 t>e expended as directed by the revenue source or forthe purpose for

which the funds were generated without further approval by County Council, as per Section 14 of County Ordinance #2006/14.

Cash and Eauitv in Pooled Cash and Investments2.

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 not have a

deposit policy for custodial credit risk. At June SO, 2008, the carrying amount of the County's deposits was $28,151,959 and the bank

balance was $25,146,322. State law requires that all ot the County's deposits be covered by FDIC insurance or by collateral held by the

pledging financial institutions' trust department in the County's nanie.

Investments

As of June 30, 2008, the County has the following investments:

Investment Tvoe

US Treasury Obligations

US Government Agency (%iigations

South Carolina Local Government

Investment Pool

Fair

Value

$ 2,728,847

199.149.403

201,878,250

7,293,974

Investment maturities (m years)

Less than

1 1-5

$ 2,728,847

196.140.013

198,868,860

7.293.974

S

3,009,390

3,009,390

Interest R§te Risk

The County does not have a formal investment policy that limits investment maturiBes as a means of managing its exposure to feir value

losses arising from increasing interest rates.

Credit Risk

The County has no investment policy that would further limit its investment choices other than state law. As of June 30, 2008, the

underlying security ratings of the County's investment in the South Carolina Local Govamment 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

Local Governnnent Investment Pool

Post Office Box 11778

Columbia, SC 29211

The County's investments in U.S. Government Agency Obligations were rated Aa bvMoodv's Investors Services.
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BEAUFORT COU^f^Y, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June30, 2(X)8

Cash and Equity in Pooled Cash and Investments- Continued:

Concentration of Credit Rsk

The County places no limit on the amountttie County may invest in any one issuer. As of June 30,2008, the County had (nvestnf«nts with

three issuers that exceeded 5% of total investments.

Receivables/Due from Other Govemments

Aff property taxes receivable are shown net of allowances for uncoltectibles. The County considers ail taxes to be coltecttole; therefore, no

allowance for uncollectibies has been established.

The following details receivables-net by fund:

Cieneral
Fund

$ 745,743

74,678

1,762.774

$ 4,063,5fi9

Rea!
Propaity
Proaram

$

210.000

$ ?inonn

County VWde
General

Obtigatnn
Bonds

$ 149,879

1.555,611

$ 1,7n.'5,490

Bluffion
Parkway
Project

$

323.912

$ r5?3,912

$

$-

Sates
Tax

Projects

7,783.702

-__Zja3JB2

Nonmajor
Governmental

Funds
$

$-

51,458

1,443,805

__LSSZJM
__Z50Z421

Property Tax Receivable

Licenses and Fees Receivable

Accounts Receivable- Other

Property Tax Receivable

Licenses and Fees Receivable

Accounts Receivable- Other

Key dates in the property tax cycle for tax year 2007 are as follows:

Assessment Djrte

Property Taxes Levied

Tax Bills Rendered

Property Taxes Payable

Delinquency Date

Tax Sale Dates

2004

September 3, 2007

October 1, 2007

March 16,2008

March 17,2008

October 6-7, 2008
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BEAUFORT COUNTY, SOUTH CAROUNA

NOTES TO THE FINANCI/O. STATEMENTS

For the Year Ended June 30, 2008

3. Receivafates/Due from Other Governments - Continued:

The following details the due from other governments by fund:

General
Fund

$ 2,003.755

746,597

-

-

-

-

-

-

$-ZZ5£L352

County Wide
General

Obligation
Bonds

$ 49

-

-

-

-

-

-
_

S 4fl

Non major
Governmental

Funds
$

184,556

585,142

1,258,394

55,388

24,488

18,881

59,515

699,538

$ ? fia55D2

State Aid to Subdivisions

General Govemment Programs

Public Safety Programs

Public Works Programs

Alcohol & Dnjg Programs

OisabWes and Special Needs Programs

Public Wfelfare Programs

Cultural & Recreational Programs

2005 Bond Projects

Capital Assets

Governmental Activities

Balance
June 30, 2008

$ 75,884,513

15.160,362

_ _ 9 1 J 4 4 J I 5

Disposals
or Transfers

Balance
June 30. 2007

$ 54,310,250

29.618.525

83.928.775

Capital Assets; not Being Depredated:

Land & Easenients

Construction In Progress

Total Capital Assets not Being Depreciated

Other Capital Assets:

Buildings & Improvements

Irifrastmdure

Equipment

Total Other Capital ^sets

Accumulated Ctepreciation -

Buildings iSi improvements

Accumulated Depreciation -

Infrastructure

Accumulated Depreciation -

Equipment

Total Accumulated Depreciation

Other Capital Assets, Net

$ 21,574,623

33,242.802

54.817.065

47,700.965

125,903,725
37,016,835

34,971.638

197,892,198

38,414,396

3,724j087

25,062.789

4.435,711
34,727,071

8.437,590

47,600,372

5,029,482

2,1174,895

3,537,160

206,740
-

994.592

1,201,332

200,218

-

811.897

130,132,696
71,743,906

42.414.636

244.291,238

43,243.660

5,898,982

27.778.052

1.012.115

189.217

76,920.6^

167.370.544

67.191.272

130.700.926

10.7'41.537

36.858.835

Governmentai Activiies Capital Assets, Uel$_2M£2SJQl $__glg7Sj00 $-258.415,415

For the capital assets of the governmental activities, depreciation is computed on the straight-line method of depreciation over the

estimated useftii lives of the assets, which range from five to twenty-five years. Depredation expense for the year ended June 30,2008

was $10,741,537 and the accumulated depreciation as of Jyne 30,2008 was $76,920,694.
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BEAUFOfU COUNTY. SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30,2008

Capital Assets - Continued:

The depreciation expense was allocated as follows:

General Government

Public Safely

Public Works

Public Health

Public Welfare

Cultural and Recreation

Total

Business-Tvue Activities

$ 2,605,845

3.176,223

2,887,090

80,4S3

189,077

1.803.809

Balance
June 30.2007

$ 13,802,425

63.867

Balance
Jun^ 30. 2008

$ 13,802,425

53,159

13.855.584

Additions or Transfers

$

634.342

634.342

Capital Assets not Being Depredated:

Land & Easements

Construction in ProgrBss _ ^ M 3 4

623.634Total Capital Assets not Being Depreciated 13.866.292

Other Capital Assets:
Buildings & hiprovantients

Equipment

Total Other Capital Assote

Accumulated Depreciation -

Buildings & Improvements

Accumulated Depreciation-

Equipment

Total Accumuiated Depreciation

Other Capital Assets, Net

11,499,363

__M1L37O
15,910,733

3,894,579

1.835.989

5,730,568

-ifiJiifillS

228,945

76.559

305,504

469,035

537.582

1.006,617

(701.113)

11,728,308

4,353.931

16,082,239

4,363,614

2.239,573

6.603.187

9.479,052

133,998

133.998

133.998

133J28

Business-Type ActivRies Capita! Assets, Net $S $__ 7a,S34,63S

For the capital assets of the business-type activities, depredation is computed or) 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 $8,603,187.

The depreciation expense was allocated as follows:

Garage
Stormwater Utility

Lady's Island Airport

Hilton Head Airport

Total

$ 26,574
293,349

53,412

633.282

$JJK5fi£lZ
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

Long-Tefm Obiiqatioiis

Business-type
Aetrvities

Governmental
Actiyities

General Obligation Bonds

TIP Revenue Bonds

Note Payable

Capital Leases

General Obligation Bonds

$ 177,515,000

62,760,000

210.091

s ?4n,4R5,n.qi

1,762,774

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 lor various County projects induding the purchase of development

rights on Lemon Island, the construction of the BuckwalterParkway, the minor renovations of various County buildings and paifc facilities,

and other governmental projects wiHiin the County. These bonds were retired during the 2008 fisca! year.

In April 2001, the County issued $30,000,000 in CSeneral Obligation bonds, bearing Interest rate.? of 4.375% to 5.25% and with varying

maturtty dates through 2020. The proceeds of these bonds were used as follows: $10,000,000 forthe purchase of real property programs

as approved by referendum in November 2000, $10,000,000 to pay the t>ond anticipation notes issued May 2000, and $10,000,000 for

various County projects Including the purchase of telecommunicatiorisequipment the construction of additional facilities for the Detention

Center, the construction of additional hangars atthe Lady's Island Airport, and for other govemmenta! projects within the County.

In May 2002, the County issued $25,100,000 in General Obligation bonds, bearing Merest 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

related oists 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

govemment construction projects within the County.

in June 2003, the County issued $25,500,000 in General Obligation bonds, bearing Interest rates ol'2.0% to 5.0% and with varying

maturities through 2023. The proceeds of tfiese bonds were used as follows: $ 10,000,000 for the purchase of reai property prog nam 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 eqyipnnent, 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 tionds 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

approved by referendum in November 2000, and $10,500,000 for various County projet^s including the purchase of various public works

and public safety vehictes, 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 Obl'^ation bonds bearing interest rates of 3.5% to 8.0% and with varying

maturities through 2026. The proceeds of these bonds ware used for various Coun^ projects.

In December 2006, the County issued $30,000,000 in General Obligation bonds bearing interest rates of 4.0% to 6.75% and with vaiying

maturities through 2026. The proceeds of these twnds were used to 'pay off" the County's Bond Anticipation Notes of $25,000,000 and

provide additional funds for the (instruction of the Blufton Parkway Project.
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BEAUFORT COUNTC, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30,2008

long Term Oblioatbns - Continued:

In September 2007, ttie County issued $25,500,000 of General Obligation Bonds bearing rnterest rates of 4.0% to 5.0% and with varidng

maturity dates tfirough 2027. $20,000,000 of the proc»eds 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 forthe Buckwalter

Parkway extension.

In October 2007, the County issued $17,530,000 of Generai 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 2001,2002.2003,2005,2006,2006B, 2007, and 200TO general obligation bonds are collateraiized by the fuii feith and credK of the

County and are payable from ad valorem taxes.

Generai obligation bonds accounted for in the County's Statement of Net Assets consist of the fofiowing at June30,2008:

Description

1999 Improvement Bonds

2001 County Bonds

2002 County Bonds

2003 County Bonds

2005 County Bonds

2006 County Bonds

2006B County Bonds

2007 County Bonds

2007B County Bonds

Rates and
Dates

4.6%-5.25%
2/1 arid 8/1

4.375%-5.25%
2/1 and 8/1

3.0% - 4.875%
2/1 and 8/1

2.0%-^5.0%
2/1 and 8/1

3.0%-5.0%
2/1 and 8/1

3.5%-8.0%
3/1 and 9/1

4.0%-6.75%
3/1 and a'l

4.0% - 5.0%
3/1 and 9/1

4.0%-5.0%
2/1 and 8/1

.Maturity

2008

2020

2022

2023

2025

2026

2026

2026

2026

Original
Issue

$ 9,100,000

30,000,000

25,100.000

25,500,000

30,500,000

17,500,000

30,000,000

25,500,000

17.530.000

Outstanding
at June 30.2008

$

21,690,000

15,380,000

21,750,000

29,900,000

16,650,000

29,500,000

25,350,000

17595,000

$J7T^iQflQ
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BEAUFORT COUNTY. SOUTH CAROLINA

NOTES TO THE HNANCIAL STATEMENTS

For the Yeaf Ended June 30, 2008

Long Tenn Obligations- Continued:

A schedule of the debt servicerequinements assodated with the general obligation bonds follows:

Fiscal
Year

Endina.

2009

2010

2011

2012

2013

2014-2018

2019-2023

2024-2027

Total

Less Ainount

Representing Interest

2001
Improvement

Bond$

$ 2,493,004

2.493,079

2,489,869

2,481,019

2,476,519

12,265,857

4,849,425

29,548,772

7.858,772

2002
County
Bonds

$ 2,298,225

2,587,025

2,568,525

1,111,525

1,113,681

5,597,375

4,532,175

20,108,531

4.728.531

2003
County
Bonds

$ 1,773,500

1,803,250

1,828,312

1,899,563

1,966,563

10,409,815

10,467,939
„

30,148,943

8,398.943

2005
County
Bonds

$ 1,667,875

1,808,875

1,795,875

1,781,875

1,917,250

10,976,750

18.641,250

9.572,500

48,061,750

JMiLZSO

2006
County
Bonî s

$ 1,203,313

1,235,813

1,266,563

1,292,563

1,319,000

6,836,125

7,035,250

4,235,750

24,424,377

7,774,377

$_2ifiaflii(iD $j5^cicffla SjiaaooflflQ $jNet

Fiscal
Year

2009

2010

2011

2012

2013

2014-2018

2019-2023

2024-2027

2007B
County
Bonds

$ 783,500

781,900

785,300

2,368,500

2,363,300

11,614,300

4,580,000

2005B
County
Bonds

$ 1,841,250

1,917,250

1,989,250

2,057,250

2,151,250

11,500,250

14,044,250

8,664.125

2007
County
Bonds

$ 1,400,031

1,514,031

1,623,031

1,727,031

1,826,031

10,248,655

11,436,312

9,906,626

Total

$13,760,698

14,141,223

14,346,226

14,719,326

15,103,594

79,449,127

75,486,601

32.379.001

44,134,875 39,681,748 23,276,800 259,385,796Total

Less Amount

Representing Interest 14.634,875 _i4MlJl& 5.981.800 81.870.796

Total interest paid on bonds outstanding for the year ended June 30,2008 was $6,887,885.
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BEAUFORT COUNTY, SOUTH CAROUNA

NOTES TO THE FINANCIALSTATEMENTS

For the Year Ended June 30,2008

Long Term Obligations- Continued:

The following is a schedule of principal payments for all general obligation bonds:

Fiscal Year
Ending

2009

2010

2011

2012

2013

2014-2018

2019-2023

2024-2027

Total

Tax Increment Financfno Revenue Bonds

Amount

$ 5,930,000

6,530,000

7,000,000

7,645,000

8,335,000

51,720,000

60,630,000

29.725.000

$ 177,S15,|)flD

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 ttirough 2027. The proceeds of these bonds were: used to provide infrastructure

and other improvements within the Tax Increment Financing District, including Ijuildings for both the University of South Carolina -

Beaufort and the Technical College of the Lowcountry.

In November2003, the County issued $23,680,000 in Tax Increment Revenue Bonds for the Biuifton 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 infrastructuire improvements within the Tax Increment Financing District.

The following is a schedule of the debt senrice requirements:

Fiscal Year
Ending

2009

2010

2011

2012

2013

2014-2018

2019-2023

2024-2028

Total

Less Amount Representing Interest

Net

New River
TIP

2,286,382

2,546,463

2,813,262

2,993.463

3,172,350

17,506,450

18,226.325

14.934.750

64,479,445

24.929.445

Bluffton
TIF

1,334,956

1,395,790

1,489,150

1,575,275

1,731,275

10,048,550

14,221,250

5,582.250

37,386,305

14.176.305

Total

3,621,337

3,950,063

4,302,412

4,568,738

4,903,625

27,555,000

32,447,575

20.517.000

101,865,750

39.105.760

Total interest paid on bonds outstanding for the year ended June 30,2008 as S3,118,698.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June30,2008

LonQ Term Oblioations- Continued:

Notes Pavabie

!n September 2000, the County issued 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 Septeniiber2008, however the note

was paid off in full during the 2008 fiscal year.

Advances from the 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 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 agreementto purchase communication equipntent with a lease teim of 10 years

and an interest rate of 3.95%. The communication equipment under this capital 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 at June 30,2008.

Fiscal Year
Ending Amount

2009 $ 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

Nei: S 210,1)91

The County records capital lease payments as current year expenditures in the hind 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 viras approximately $9,503 wfitch was recorded as an expendlfcire in

the Special Revenue Fund for E-911 equipment
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BEAUFORT COUNTY. SOUTH CAROLINA

NOTES TO THE FINANCIAl STATEMENTS

For the Year Ended June 30,2008

Long Term Oblioations- Continued:5.

Governmental Activities Changes in Lonq-Term Obligations

Balance
June 30. 2008

$177,515,000

62,760,000

210.091

$?4Q,485091.

Balance
June 30. 2007

$141,670,000

63,190,000

240.588

$2fl5JflQ.Saa

Additions

$ 43,030,000

Retirements

$ 7,185,000

430.000

30.497

$ 7,64S^iaZ

General Obligation Bonds

TIP Revenue Bonds

Capital Leases

Totals

Busines&-TvDe Activities Changes in Lona-Term Ofatiaations

Balance
June 30. 2008

Balance
June 30.2007 RetirementsAdditions

Notes Payable

Combined Changes in Lonct-Term Oblioations

General Obligation Bonds

TIF Revenue Bonds

Motes Payable

Capital Leases

Totals

Current Portion of Lonq Tenn ObKqations

Balance
June 30.2007

$141,570,000

63,190,000

382,191

240.588

$2£!5JB2J2a

Additions

$ 43,030,000

1,800,000

$ 44,R3nnoo

$

$

Retirements

7,185.000

430,000

419,417

30.497

R,0f>4,914

Balance
June 30. 2008

$177,515,000

62,760,000

1,752,774

210.091

S24?,?/t7,865

The current portion of long term obligations is computed as follows:

$ 5,930,000

515,000

39,122

31.701

$ , 6J15.823

General Obligations Bonds

TIF Revenue Bonds

Notes Payable

Capital Leases
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THEFINANCIAI. STATEMENTS

For the Year Ended June 30,2008

Accrued Compensated Absences

The County considers accrued compensated absences to be long term liabilities.

Governmental Activities Changes in Lono-Term Obligations

Batance
June 30, 2008

Balance
June 30. 2007 Additions Retirements

Accrued Compensated Absences

Business-Type Activities Changes in Lonq-Term Obligations

Balance
June 30. 2006

Balance
June 30.2007 Additions Retirements

$____g5784Accrued Compensated Absences

Note: The business-type activities accrued compensated absences balance at June 30, 2007 was included in accrued 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.

Amount

451,087

1,800,000

2,241,888

9,632,486

461,925

4,191,525

63.867

Transferring Fund

Nonmajor Spedal Revenue Funds

Proprietery Funds

General Fund

Nonmajor Special Revenue Funds

Nonmajor Capital Projects Funds

Nonmajor Capital Projects Funds

Proprietary Funds

Recipient Fund

General Fund

General Fund

Nonmajor Speicial Revenue Funds

Nonmajor Debt Service Funds

Nonmajor Debt Service Funds

Nonmajor Capital Projects Funds

Nonmajor Capital Projects Funds
$ iB,863,8fi'?
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO -me FINANCIA. STATEMENTS

For the Year Ended June 30, 2008

Segment Information for Business-type Activitws

The County mainiains four Enterprise Funds which prowde garage (vehicle repair), stontiwater utility and airport services.

Segment information is as follows:

Consolidated Statement of Net Assots:
Hilton Head

_ _ M B o r t _
Stormwater

Utility
Lad/s Island

Airport TotalsGarage

Assets:

Current Assets

Capital Assets, Net

Total Assets

Uabttities:

Current Liabilities

Accrued Compensated

Absences

Net Other Postemployment

Benefits Obligation

Advances Payable to

General Fund

Total Uabilities

Net Assets:

Invested in Capital Assets,

tm of Related Debt

Unrestricted (Deficit)

Total Nat Assets

Total Liabiifties and

Net Assets $.

719,228 $ 3,001,168$ 523,004 $ 1,870,977 $ (112,041)

18.271.524

$—Jl£jaatlZ52

3.399.380 23.334.636.23.1.178 1.432.554

$_A3Ca.5ai

87,577 $ 191,395 $ 1.767.867 $ 2,604,779

1,759

2,797

31,050

39,160

1,i'23.652

3,551,726

77,411

139,858

1.723.652

4,545,700

44,457

95,104

195.951570.882 227.13S

3.399.380

(307.992)

3.091.388

16,508.750

(1.069.727)

15.439.023

21.571.862

218.242

21.790.104

231.178

(47.878>

•1.432.554

JUHMM
3.076.393183.300

$ 3^3^jai I 3,287,339
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE RNANCIAl. STATSWENTS

For the Year Ended June 30, 2008

Segment Information for Business^vpe Activities- Continued:

Consolidated Statement of Revenues. Expenses, and Net Assets:

Operating Revenues

Cosit of Sales and Services

Operating Expenses before

Eiepreciation

Depreciation

Operatin9 Income (Loss)

Nonoperating Revenues^

(Expenses);

EfiA Grants

SCAC Grants

Nonoperating Grant

Expenditures

Transfers Out

Gain (Loss) on

Sale of Equipment

Interest Earned

interest Expense

Garaqe

$ 4,913,862

2,893,750

1,857,951

26,574

-

-

-

-

270

-

Stommvater
Utility

$ 3,233,196

2.602,856

293.349

$ s:3Sja31

-

-

-

-

-

19,681
-

Lady's Island
Airport

$ 729,620

438,114

289,893

_-5M12

90,703

31,304

(64,224)

(63,867)

-

-
-

Hilton Head
Airport

$ 1,752,936

-

1,571,043

633.282

$ (451,3895

864,230

18,807

(376,873)

(1,800,000)

-

67,079

(94.181)

Totals

$10,629,614

3,331,864

6,321,749

_LfiO6M7
$ 430,616)

954,033

49,691

(441,097)

(1,863,867)

270

86,760

(94.181)

Total Nonoperating Revenues/

(E«perKes) 270

Change in Net Assets 135,857

Net Assets, Beginning 4^442

NetMsets, Ending $=

(1,321,138)

(1,772,527)

17.211.550

f 1.307.491)

(1,338,107)

23.128.211

(6,304)JILMl
(58,109)

3.149.497

$_3Jl£LL28a

356,672

2.719.721

Consolidated Statement ofCash Flows:

Stormwater
Utility

305,131

Lady's Island
Airoort

(57,563)

57,563

Hilton Head
Airport

67,547

(7,635)

Totals

439,130

49,928

Garage

Net Cash Provided (Used) By:

Operating Adtivities

Nom:apital Financing

AcBvities

Capitial and Related

Financing Activities

Investing Activities _

Net inaease / (Decrease)

Beginning Cash and

Cash Equivalents _

Ending Cash and

124,015

(126,991)

67.079

(358,393)

^.760

217,425

(121,846) (109,556)

jiagsi
215,2562,169

JJI&fiZS_2Q03721.175.507

Cash Equivalents $_ =2,163 $-_LaailZ63
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BEAUFORT COUNTY, SOUTX CAROUNA

NOTES TO THE FINANCIAL STATEMENTS

Forttie Year Ended June 30, 2008

Operating Leases

The County leases certain office space and machinery and equipment under canceiable operating teases. Under the terms of the lease

agreennents, the County's obl^ation to continue rental obligations is contingent upon the continued appropriation of funds by the County

for that purpose. Total rental expenses for ttie 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 S 417,495

2010 166,902

2011 133,856

2012 44,296

2013 8,774

2014-2026 128

10. Eteferred Compensation Plans

All state and local govemnnent employees can participate in a deferred compensation plan created in accordance with Intemai Revenue

Code 4S7. The plan, administered by the state public employee retirement systemth rough a state approved nongovemmental third party,

permits govemmental employees to defer a portion of their salar̂ r until future years. The deferred compensation is not available to an

empfoyeeuntil termination, retirement, death, or unforeseeable emergency. Contributions by employees under the 457 program totaied

$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 ttiese financial statenfients.

County employees may participate in a 401 (k) deferred compensation pian available to state and local govennnftental employees through

the state public employee retirement system. The 401 (k) program is administered by a state approved nongovemmental third party.

Contributions by employees under the 401 (k) program totaled $864,928 for the year ended June 30, 2008. There are no employer

contn'butions made by the County to this plan. Partiqiant account balances are not included in these financial statements.

11. Retirement Plans

The CSovernmental Accounting Standards Board (GASB) issued Statement No. 27 entitled Accounting for Pensions by State and Locai

Government 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 fTitle 9 of the S. C. Code of Laws) to participate in statewide,

cost sharing multiple-employer defined benefit pension plans administered by the State Retirement System. Gsnerally all employees, with

the exception of law enforcement personnel and certain others, participate in the South Carolina Retiremisnt System (SCRS). Law

enforcement personnel and certain other employees participate in the South Carolina Police Officers Retineiment 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 9 of the

SC Code of Laws.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIW. STATEMENTS

For the Year Ended June 30, 2008

11. Retirement Plans - Continued:

A ComprehensiveAnnual Financial Report containing financial statenwnts and required supplementary Infonnation for the South Carolina

Retirement System and Police Officers Retirement System is issued and publicly available by lwiting the South Carolina Retirement

System, P.O'. Box 11960, Columbia, SC 29211-1960.

Actuariaily established employer contribution rates are as follows:

Retirement Program

Group
Unfunded Accidental Life
Accrued Death Insurance

Nomnal Liability Program Program laja!

SCRS S.00% 4.06% N/A .15% 9.21%

PORS 8.43% 1.87% .20% .20% 10.70%

Contribution rates are developad by the SCRS and PORS using the entry age normal cost method. The normal contribution rate to cover

current cost has been detemtiined as a level percentage of payroll. A market related value of plan assets is used for actuarial valuation

purposes. Gains and losses are refiectod in the unfunded accrued lialailities that are being amortized by regular annual conftibutions as a

level percent of payroll within a SO-year period, assuming 4.25% annual payroll growth for SCRS and PORS.

Ali employers contribute at the actuariaily required conitnbution rates.

Contribution Information: SCRS PORS

Covered Payroll

Employee Contributions

Employee Contribution Rate (Based upon Salary)

Employer Contribution Rate; Includes Group

Life Coverage in tx>th SCRS and PORS and

Acciciental Death Coverage in PORS (Based upon Salary)

The County's employer contribution to the SCRS for the years ended June 3D, 2008.2007 and 2006 were $2,966,289, $2,309,121, and

$1,994,176 resî ectively, 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 contritwjtions.

Vesting Reouirements

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.

$32,207,198

2,062,311

6.50%

9.06%

$ 15,038,476

977,500

6.50%

10.30%
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

Retirement Pians - Continued:11.

Retirement Benefits

Refifement benefits of participants in the SCRS and the PORS aie currently determined as follows:

SCRS - The maximum monthly retirement allowance at age 65 or 30 years' service is generally determined by the following formula:

• Total 12 highest consecutive quarters of salary (divide by 3).

• Multiply the amount by 1.82%.

• Multiply the resulte by the totel months of cmeditable service.

• Divide results by 12.

PORS - The retirement benefit at age 55 or 25 years'service is generally detenriined consistent with the aforementioned SCRS

formula, ex(»pt that the average salary is muitipNed by 2.14% for Class II members.

Eartv Retirement- SCRS

^ §

at least 60

55

Service reauirBd

None

25

Early Retirement Penalty

5% for each year of age under 65

4% for each year of servce under 30

Full formula retirement is available wiUi 30 years of service, regardless of age, or age 65.

There are noearly retirement provisions under PORS. A member must have 25 years sen/ice for ftjii retirement or must be age 55 with 5

years service; both criteria provide for full formula benefit with no reduction.

Employees eligible for service retirement may participate in the Teacher and Retiree Inoentive Program (TERI). TERI participants may

retire and begin accumulating retirement benefits on a deferred basis without terminating employment for up to five years. Upon

termination of employment or at the end of the TERI period, whichever is earlier, participants will begin receiving monthly service

retirement benefits which will include any cost of living adjustments granted during the TERi period. Because partidpanis are omsidered

retired during the TERI period, they do not make SCRS contributions, do not eam 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.

DIsabilitv Retirement

In order to receive Disability Retiement 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

rn condensation.

Accidental Death Prooram

Under this provision of the PORS, an annuity is provided to the surviving spouse (or the ̂ ecified 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 FINANOrAL STATEMENTS

For the Year Ended June 30,2008

11. Retirement Plans- Continued:

Group Life Insurance Benefits

A lump-sum payment equal to one year s salary is payable to ttie 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 tieneficiary based upon years of service art retirement.

Withdrawal of Employee Contribution

Accumulated contributions and credited interest payable are paid within 6 months but not less Uian 90 days aftertermination of all covered

employment.

Post Retirement Increase

Annual increases in retirement benefits are calculated at 4% per year, provided the Consumer Price Index (CPI) fortte prior calendar year

was 3% or higher. If the CPi is less than 3%, CPI is granted. Increases are approved annually subject to compliance with funding policy.

Statewide Plan Actuarial Infomiation

The South Carolina ReiSrement Systems do not deteimine separate measurements of assets and pension benefit obligations for individual

employers. An actuarial valuation is perfomied for the systems annually. No changes in actuarial assumptions or benefit provisions have

occurred subsequent to July 1, 1995. The interest rate assumpUon 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 tsook value to a smoothed market

value.

The Systems use a projected benefit method for actuarial valuation with level percentage entry age, normal cost and open-end unfunded

accrued liability. At July 1, 2006, 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

12. Q^her Post Employment BenefitsfOPEB)

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 all employees who retire under the State retirenrtents 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 16 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 receiving health insurance

benefits.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

Fortlie Year Endeii June 30,2008

12. Other Post Employment Benefits (OPEB>-Continued:

Fundirw Poiicy

The contribution requirements of plan membere and the Count;/ are established and may be amended by the County. The required

contribution is currently based on pay-as-you-go financing requirements. For ttie year ended June 30,2008, the County reosgnized

expenditures of $8,694,422 for cun«nt healthcare premiums.

Annual OPEB Cost and Net OPEB Obligation

The County's annual OPEB cost is calculated based on the annual required contribution of the emptoyer (ARC}, an amount actuadly

determined in accordance with the parameters of GASB Statement 46. The ARC r^resents 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

contnTJuted 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 r

Net Obligation - End of Year $__JL3BljaB

The County's annual OPEB cost, the percentage of annual OPEB ciost 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 Fundirni Progress

As of May 6,2008, the most recent actuarial valuation date, the plan was 0.0% Winded. The actuarial accnjed 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 p(an) was approximately $46,695,744, and the ratio of the UAAL to the coveed payroll was 73.2 percent.

Actuan'al valuations of an ongoing plan involve estimates of the value of repotted amounts and assumptions about the probability of

occuinence of events far into the future. Examples include assumptions about fijture employment, noortaliiy, and the healthcare cost trend.

Amountedetennined regarding the funding status of the plan and annual required contributions of tlie employerare 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 infonnatJon following the notes io the financial statenents, presents multi-year trend

Infbmmtion about whether actuarial value of plan assets is increasing or deaeasing overtime relative to the acfeianal accrued fiabilities for

benefits.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

12. Other Post Emptovment Benefits fOPEB) - Continued:

Funded Status and Fundinci Progress

Projections of benefits for financial reporting purposes are based on the substantive pfan (the plan as understood by the employer and ttie

plan membera) and include the types of benefits provkJed at the time of each valuation and the historical pattern of sharing of benefit costs

between the employer and plan members to that point. The actuarial methods and assumptions used include techniques that are

designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the

long-term perepecthre of the calculations.

In the May 6,2008 actuarial valuation, the projected unit credit method was used. TTie actuarial assumptions included a 4.00% investment

rate of retum (net of administrative expenses), wliich is the blended rate of the expected long-term investment returns on plan assets on

the County'sown investments calculated based on ttie funded level of the plan at the valuation date, and an annual healHicare cost trend

rate of 9.00% in 2008 decreasing to the ultimate rate of S.00% in 2014. Aiso, the actuarial assumptions included a 3.75% annual salary

rate increase and 3.75% for an annual inflatfon rate. The UAAL is being amortized via the level percentage nnethod, which amortizes the

UAAL as a constant percent of payroll The remaining amortization period at June 30,2008wa£ 29 years.

13. Accrued Compensated Absences and Other Benefits

Effective February 15,1993, Beaufort County adopted a nev/ leave policy for all employees. The TOWP/SCA policy was replaced with a

policy grantin f̂ Personal Leave Days and Persona! Disability Leave. Under the new policy, employees were entitled to a maximum

Personal Leave balance of 280 hours. Upon termination, empioyeiss will 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 $2,763,940.

The entire $ 2,763,940 is considered a longhterm liability.

All leave houis accrued in excessof this Personal Leave maximum were accrued to the employee's Personal Disability leave account A

maximum of 36iO hours may be maintained in an employee's Personal Disability leave account. The on ly accrual to this balance occurs

when an employee's Peisonal 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 ihe case of an es^nded or life threatening .9lness. This account can only be used

once all accrued hours in the Persona! Leave account have been used to a balance of 80 hours or less. The employee must present a

doctor's statem^ntverifying the disability or illness in order to utilize his/her Personal Disability leave. Employees with remaining SCA

leave balances may retain those balances. The same rules governing the use of Personal Disability leave apply to 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 Coun^ does not provide post employment health care benefits except those mandated by the Consolidated Omnibus Budget

Reconciliation Act (COBRA). The requirementsestablishedbyCOBRAarefullyfunded by employeeswhoelect coverage underthe Act,

and no direct costs are incurred by the County.

14. Commitments and Contingencies

On November 22, 1991, the County entered into a 20 year lease agreement with the General Services Administration of Uie U. S.

Government (GSA) for the use of the former Beaufort County Courthouse building by GSA as a Federal Courthouse. Under this

agrsement, 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 saime as the terms and required payments on tfie loan. After the

payment of the loan and Jhe end of the lease term, the asset will remain as property of the County.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2008

14. Commitments and Contingencies- Continued:

Arbitrage rufes - State and local bonds issued after 1984 are subject to arbitrage restrictions as enacted by the Federal Government. To

retain the bonds' tax exempt status, local governments must comply with the regulations as adopted by the government expend all of the

bond proceeds within designated periods which could be up to three years. The County is in compliaRce with all artiitrage rules.

As of June 30, 2008, the County has outstanding constniction contracts of $26,847,774.

15. Risk Management and Litiaation

The County is exposed to various risics of losses related to torts; thefls of; damage to and destruction of assets; errors and omissions;

injuries to employees; and natural disaster. The County manages risl< through employee educational and prevention programs and

through the purchase of casualty and liability insurance. All risk management activities are accounted for in the General Fund.

Expenditures and claims are recognized when it is probable that a loss has occurred and the amount of the loss can be reasonabifity

estimated. In determining dalms, events that might create claims, but for which none have been reported ate considered.

The County is a party to several lawsuits which seiek to recover property taxes paid under protest and toi overturn property sold at lax

sales.' The County's attomey estimates thaf the amount of actual or potential claims against the County at June 30, 2008 will not

matenatly affect the financial conditions of the County. Therefore, the General Fund contains no provision for estimated claims.

16. 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 balance of $85,490. However, these individual accounts are o f ^ t by a positive fund balance in the general fund.

After June 30,2008, the County entered into several operating teases. The lease payments are reflected in the schedule of minimum

commitments for operating lease payments In Note S.

Durii>g November 2008 through January 2009, the County repurchased SI ,670,000 of its Bluffton TIF bonds on the open market for less

than par. It is noted that the debt will not be defeated until 2009, when these bondsare canceited.
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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 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 into account m 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 fî om 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 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.
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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
(hereinafter defined) and in order to provide certain continuing disclosure with respect to the Bonds m
accordance with Rule 15c2-12 of the United States Securities and Exchange Commission under the
Secunties 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 m the Rule or, to the extent not m conflict with the Rule, in the Official
Statement (hereinafter defined). The capitalized terms shall have the following meanings:

"Annual Report" means an Annual FLeport described m and consistent with Section 3 of this
Disclosure Agreement.

"Annual Filing Date" means the date, set m 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 m 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 Disclosuire 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 CUSDP 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 m its
capacity as Disclosure Dissemination Agent hereunder, or any successor Disclosure
Dissemination Agent designated m 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

C-1



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 m Sections 4(a) of this Disclosure Agreement.

"MSRB" means the Municipal Securities Rulemaking Board established pursuant to Section
15B(b)(l) 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: nrmsir(2)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(fl),mteractivedate.com

3. Bloomberg Municipal Repository
100 Business Park
Skillman, NJ 08558
(609) 279-3225 (phone)
(609) 279-5962 (fax)
htt]p://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)
htti3://www.disclosuredirectory.standardandpoors.com/
Email: nrmsir repository@sandp.com
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"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 maintained by the United States Secunties and Exchange
Commission shall be conclusive as to the existence of a State Depositor̂ y. Currently, the
following depositories are listed by the Secunties 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)
j ackie@macmi .com

2. Municipal Advisory Council of Texas
PO Box 2177
Austin, TX 78768-2177
(512) 476-6947 (phone)
(512)476-6403 (fax)
mac(2jmactexas.com

3. Ohio Municipal Advisory Council
9321 Ravenna Road, Unit K
Twmsburg, 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.
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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 pnor 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 Discloisure 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) m 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 m 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) m 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 pnor to the Annual
Filing Date;

(ii) 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)
and4(a)(l);

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)(l 1);

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.

(f) 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 Trae Value of All
Taxable Property m the County," "Tax Rates," "Tax Collections for Last Five Years," and "Ten Largest
Taxpayers."

(b) Audited Financial Statements prepared m aecordance with GAAP as described m the Official
Statement will be included in the Annual Repori:.

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
Secunties and Exchange Commission. If the document incorporated by reference is a final official
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statement, it must be available from the MSRJ3. 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 nghts of Bond holders;

8. Bond calls;

9. Defeasances;

10. Release, substitution, or sale of property secunng 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 m 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 occuixed 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.

C-6



(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 (ii) 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 Secunties Act of 1933 and Rule lOb-5
promulgated under the Secunties 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. Voluntarv 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 Agireement shall be deemed to prevent the Issuer from
disseminating any other information through the Disclosure Dissemination Agent using the means of
dissemination set forth m 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 a:grees 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 m full for any and all sums owed and payable to the Disclosure Dissemmation Agent. The
Disclosure Dissemination Agent may resign at any time by providing thirty days' prior wntten 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 perfoiTnance 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 Dissemmation 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 Dissemmation 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 INDEMNITY 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 m-house or external) of its own choosing m 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 Dissemmation 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
E>isclosure 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 wntten 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,
withm 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. Beneficianes. This Disclosure Agreement shall mure solely to the benefit of the
Issuer, the Trustee of the Bonds, the Disclosure Dissemiination Agent, the underwriter, and the Holders
from time to time of the Bonds, and shall create no rights m 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 m 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: ^

BEAUFOR.T COUNTY, SOUTH CAROLINA,
as Issuer

B y : _
Name:_
Title: ""
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EXHIBIT A
NAME AND CUSIP NUMBERS OF BONDS

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: 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) David Starkey, Chief Financial Officer
Name of Bond Issue: General Obligation Bond Ajiticipation 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 v̂ 'ith 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

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 15c2-12(b)(5)(i)(C) and
(D).

Issuer's and/or Other Obligated Person's Name:

Issuer's Six-Digit CUSEP Number:

or Nme-Digit CUSIP Number(s) of the bonds to which this matenal 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 nghts of securities holders
8. Bond calls
9. Defeasances
10. Release, substitution, or sale of property securing repayment of the secunties
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:
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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.

.rv^
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(f)(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 in 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

(c) 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-l(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 obUgation, 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-l(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 obhgations to commence the Projects,
including contractual obhgations 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:

(i) At least 15% within six months (the first spending period);

(ii) At least 60% within 12 months (the second spending period); and
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(iii) 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 m Section 148(f)(6) of the Code) attnbutable 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 it is
required to rebate to the U.S. Treasury because the earnings on such investments exceed the amount that
would have been earned 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 803 8-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 803 8-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.

Administrat(W-, Beau&rt County, South Carolina

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 "County"),
indicated by the official titles opposite our names below, do hereby certify that we did on the lO'
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 Couneil
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 offieers 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.

Signature Official Title

^^ '• JAi'^^ I " \ /V^ Chair, County Council of Beaufort County,
South Carolina

r^jL:3aL i- <ta, f^V~- i^jil:^ ^ 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

""v

Treasurer,/Blauf(i)rt CoumyjSouth Carolina

If \ v/
Dated: March 10, 2009
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CERTIFICATE OF THE ADMINISTRATOR
OF THE COUNTY REGARDING THE OFFICIAL S T A T E M M I

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, m regard to the $48,755,000 General Obligation Bond Anticipation
Notes, Series 2009 A, of the County do not contain any untrae statement of a matenal fact or omit to state
any material fact necessary to make the statements therein, m 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 m or contemplated by the Preliminary Official Statement and the final
Official Statement. I 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 Counfy
believes to be reliable, and the Counfy has no reason to believe that they are untrue in any matenal respect.

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

#-— v̂—' ~™~~~~~'

Administrator, Beaim)rt Counfy, South Carolina

COLUMBIA 947042vl



UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA

BEAUFORT COUNTY
GENERAL OBLIGATION BOND ANTICIPATION NOTE

SERIES 2009

No. R-1

INTEREST
RATE

L75%

^TERED OWNER:

MATURITY
DATE

March 10, 2010

CEDE & CO.

ORIGINAL
ISSUE DATE

March 10, 2009

CUSIP

074347UA1

PRINCIPAL AMOUNT: FORTY-EIGHT MILLION SEVEN HUNDRED FIFTY-FIVE
THOUSAND DOLLARS ($48,755,000)

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 Forty-eight Million Seven Hundred Fifty-five Thousand Dollars
($48,755,000) at the principal office of Wells Fargo Bank, N.A., in the City of Atlanta, State of Georgia
on the 10th day of March, 2010, 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 1.75%, 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 Ordinance 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 m 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 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.

î i;.4UF0RT COUNTY, SOUTH CAROLINA

(SEAL)

Chair, County Council
ATTEST;,;! Hi

Clerk to County Council



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 Carohna.

Wells Fargo Bank, N.A., as Registrar/Paying Agent

By: ^
Authorized Officer ''''''n



The following abbreviations, when used in the inscription on the face of this Note, shall be
constraed 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 j oint 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 RECEP/ED, 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 Guaratitesed i;l! ''unsHHiH^' (Authorized Officer)

Signature must be guaranteed 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
'̂ Uii " whatever



(Rev. November 2000)
Department of Treasury Internal
Revenue Service

^ Under Internal Revenue Code section i49(e)
^ See separate Instructions.

(Note: Use Form 8038-GC if the issue price is under SI 00,000)
OMB No. 1545-
0720

If Amended Return, check here ^ LJReporting Authority
Issuer's employer identification number

57-6000311
Issuer's name
Beaufort County, South Carolina

Report numberNumber and street (or P.O. box if mail is not delivered to street address)
Post Office Drawer 1228

Room/suite
902

City, town, or post office, state and ZIP code
Beaufort, South Carolina 29901-1228
Name of issue
$48,755,000 General Obligation Bond Anticipation Notes, Series 2009

Date of issue
March 12,2009

CUSiP number
074347UA1

Name and Title of officer or legal representative whom the IRS may call for more mfonnation
Francenia B. Heizer, Esquire, Bond Counsel

10 Telephone number of officer or legal representative
(803)799-9800

Type of Issue (check applicable box(es) and enter the issue price)
11
12
13
14

15
16
17
18
19
20

• Education (attach schedule-see instructions)
D Ffealth and hospital (attach schedule-see instructions).
• Transportation
D Public safety

D Environment (including sewage bonds)
n Housing
n Uti lities

10

IL
12

13

15
13 Other. Describe (see instructions) ^ Government Facilities

If obligations are tax or other revenue anticipation bonds, check box ^ D

If obligations are TANs or RANs, checkbox • D If obligations are BANs, check box ^

If obligations are in the form of a lease or installment sale, check box •"
Description of Obligations

$49,322,020.6516

LJ

D
PART III

(a) Final Maturity Date (b) Issue Price (c) Stated Redemption
price at maturity

(d) Weighted average
maturity

(e) Yield

21 Final Maturity March 10,2010 $49,322,020.65 0.5794124%$48,755,000.00 year
PART IV Uses of Proceeds of Bond Issue (including underwriter's discount)

Proceeds used for accrued interest
Issue price of entire issue (enter amount from line 21, column (b))
Proceeds used for bond issuance costs (including underwriter's discount)....
Proceeds used for credit enhancement
Proceeds allocated to reasonably required reserve or replacement fund
Proceeds used to currently refund prior issues
Proceeds used to advance refund prior issues
Total (add lines 24 through 28)

22
23
24
25
26
27
28
29
30

22
23 49,322,020.65

24 $162,878.39

26
27
28

29 162,878.39
Nonrefunding proceeds of the issue (subtract line 29from line 23 and enter amount here $49,159,142.3630

PARTV Description of Refunded Bonds (Complete this part only for refunded bonds.)
Enter the remaining weighted average maturity of the bonds fo be currently refunded
Enter the remaining weighted average mafurtty of the bonds to be advance refunded
Enter the last date on which the refunded bonds will be called
Enter the date(s) the refiinded bonds were issued ^

Miscellaneous

31
32
33
34

PART VI
35

36a

B

37

B

38

39

40

Enter the amount of the state volume cap allocated to the issue under section 141(b)(5)
Enter the amount of gross proceeds invested or to be invested in guaranteed investment contract (see instructions)....
Enter the final maturity date of the guaranteed investment contract '" N/A

N/A35
N/A

Pooled financings: a Proceeds of this issue that are to be used to make loans to other governmental units

If this issue is a loan made from fhe proceeds of another tax-exempt issue, check box ^ D and enter the name of the issuer
and the date of the issue ^

If the issuer has designated the issue under section 265(b)(3)(B)(i)(III) (smaller issue exception), check box
If the issuer has elected to pay a penalty in lieu of arbitrage rebate, checkbox
If the issuer has identified a hedge, check box

37a N./A±.

Under penalties of perjury, I declare that 1 have examined this retuni and aceompanying schedules and statements, and to the best of my knowledge and
belief, they are triie, coirect, and.compiete. •, ,<

David Starkev, Chief Financial Officer
Type or print name and title

jO3/iM)9
DateSigMture of issuer's representati



Moody's Invest&rs Bervice

7 World Trade Center at 250 Greenwich Street
Febraary 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 fmancial 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.

Sincejeiy,

Patrick Mispagel
Vice President/Senior Analyst

cc:
Ms. Frannie Heizer
McNair Law Firm, P. A.
Bank of America Tower
1301 Gervais Street
Columbia, SC 29201



neMcGrawHi

55 Water Street, 38th Floor

SXATSJOARD NewYork, NY 10041-0003
tel 212 438-2066
reference no.: 1049048

February 23, 2009

Beaufort County
P.O. Drawer 1228
Beaufort, SC 29901
Attention: Mr. Gary Kubie, 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-refereneed 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 sueh. 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 applieable 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, aecountants, and other experts for
the accuracy and completeness of the infoimation submitted in connection with the rating. This
rating is based on finaneial 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 sueh ehanges by
sending us the revised final documents with the ehanges 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 ehanges in the finaneial
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, NTV 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 nvpublicfinance(5),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.

S'/i.'v^cL^^ ^ /^<oorlt J^T

a!
enclosures
cc: Francenia B. Heizer, JBsq.,

McNair Law Firm P.A.



nTSCT.OSlJRE 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, E.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 15c2-l2 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 notiee 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 Agenf means Digital Assurance Certification, L.E.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 I, 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

COLUMBIA 947095vl



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 Evenf 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)(l) 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:

1. DPC Data Inc.
One Executive Drive
Fort Eee, New Jersey 07024
(201)346-0701 (phone)
(201) 947-0107 (fax)
http://www.dpcdata.com
Email: nrmsir(g),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: NRMSlR(a)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.disclosuredirectoi'y.standardandpoors.com/
Email: nrmsir repository(Ssandp.com
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"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 Depositoiy (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)(l2) 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)(l2) 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;

(ii) 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)
and4(a)(l);

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 propeity 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.

(f) 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 East Five Years," and "Ten Eargest
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 refiecting 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.

(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 (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 lOb-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. Voluntarv Reports.

(a) The Issuer may instruet 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 Notiee 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
eounsel 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 Diselosure 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
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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 capacify for the Issuer, the Holders
of the Notes 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 liabilify 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 Diselosure
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
Diselosure 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.

DIGITAL ASSURANCE CERTIFICATION, L.E.C.,
as Disclosure Dissemination Agent

By: l ^ .x^^^t^t^ y<S.,-^.<,t.-,^^C^
Name: Paula Stuart
Title: CEO

BEAUFORT COUNTY, SOUTH CAROLINA,
as Issuer

By:
Name: Gary Kubic
Title: Administrator

Signature Page to Disclosure Dissemination Agent Agreement
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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.

DIGITAL ASSURANCE CERTIFICATION, L.L.C.,
as Disclosure Dissemination Agent

By:
Name:_
Title: '

BEAUFORT COUNTY, SOUTH CAROLINA,
as Issuer

By:^
Name: Gary K^ic
Title: Administrator

Signature Page to Disclosure Dissemination Agent Agreement
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EXHIBIT A
NAME AND CUSIP NUMBERS OF NOTES

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: March 10, 2009
Date of Official Statement February 24, 2009

CUSIP Number: 074347UAI

A-1
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EXHIBIT B
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer Beaufort County, South Carolina
Obligated Persoii(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

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

B-1
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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 Infonnation Repositories, and the State Information
Depository, if applicable, pursuant to Securities and Exchange Commission Rule 15c2-12(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. Bond calls
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 Assuranee Certification, L.L.C.

Address:

City, State, Zip Code:

Voice Telephone Number:

C-1
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RRGTSTRAR'S CERTIFICATE

Wells Fargo Bank, N.A., as Registrar for the $48,755,000 General Obligation Bond Anticipation
Notes, Series 2009, dated Mareh 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 , Specimen Signature

ARTHUR G.MOSLEY I! 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: -^"^'- ^

l-^- VICE PRESIDENT

COLUMBIA 947701vl



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.

Maturitv 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.

J. P. MORGAN SECURITIES, INC.

COLUMBIA 947687V1



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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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 Carohna (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 obhgations 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 into
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.

McNair Law Firm, P. A

The Tower at 1301 Gervais

1301 Gervais Street

17th Floor

Coluhibia, SC 29201

T (803) 799-9800

F (803) ISi-ym

Maiiihg Address

Post Office Box 11390

Columbia, SC 29211

MYRTLE BEACHHILTON HEADGEORGETOWN GREENVILLECHARLOTTE COLUMBIABLUFFTON CHARLESTONANDERSON



Beaufort County Council
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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 affectmg 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,

McNADR. LAW FIRM, P.A.

/ ^ c^ M/<^=^B y —
A Member of the Firm




