CLOSING MEMORANDUM

DOCUMENTS RELATING TO THE ISSUANCE

AND SALE OF $8,125,000 GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C

OF BEAUFORT COUNTY, SOUTH CAROLINA

Dated: November 18, 2010

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. Certificate of Treasurer.

7. Affidavit of Publication of Notice of Public Hearing in The Beaufort Gazette and
The Island Packet on August 24, 2010.

8. Certified copy of Ordinance No. 2010/14.

0. Affidavit of Publication of Notice of Initiative and Referendum in The Beaufort
Gazette and The Island Packet on September 15, 2010,

10. Certified copy of Minutes.

11. Affidavit of Publication of Summary Notice of Sale in The State on October 27, 2010.

12. Preliminary Official Statement.

13. Notice of Sale and Bid Form.

14. Report of Chief Financial Officer.

15. Notice to Levy and Collect.

16. Filing for Debt Issue of Political Subdivision.
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B. Documents Delivered by the County

17. Official Statement.

18. Certificates Regarding Initiative and Referendum Provisions.

19. Federal Tax Certificate.

20. Signature and No-Litigation Certificate.

21, Receipt.

22, Certificate of County Administrator Regarding the Official Statement.
23. Specimen of Bond.

24, Form 8038-G.

25, Disclosure Dissemination Agent Agreement.

26. Refunding Trust Agreement.

C. Documents Delivered by the Registrar/Paying Agent.

27, Registrar’s Certificate.

D. Documents Delivered by the Purchaser

28. Certificate as to Issue Price.

29. Purchaser’s Receipt for the Bonds.
E. Opinion

30. Opinion of McNair Law Firm, Bond Counsel.
F. Miscellaneous.

31. Rating Agency Letters.

32. Verification Report.
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STATE OF SOUTH CAROLINA )

) CERTIFICATE OF CLERK OF COURT
COUNTY OF BEAUFORT )

I, the undersigned, Clerk of Court for Beaufort County, South Carolina, do hereby certify that a
true, correct and full record of the proceedings in connection with the issuance and sale of $8,125,000
General Obligation Refunding Bonds, Series 2010C, 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 WHEREOF, I have hereunto set my hand and the official seal this _/ 5 day of
‘77%4” ,2012.

CDe D G
Clerk of ﬂourt for Beaufort County, South Carolina

(SEAL)
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EXHIBIT A

CLOSING MEMORANDUM

DOCUMENTS RELATING TO THE ISSUANCE

AND SALE OF $8,125,000 GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C

OF BEAUFORT COUNTY, SOUTH CAROLINA

Dated: November 18, 2010

A, Documents Filed with Clerk of Court

10.

11.

12.

13.

14.

15.

16.
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Certificate of Clerk of Court for Beaufort County, South Carolina (the “County”).

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

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

Certificate of Treasurer.

Affidavit of Publication of Notice of Public Hearing in The Beaufort Gazette and
The Island Packet on August 24, 2010,

Certified copy of Ordinance No. 2010/14.

Affidavit of Publication of Notice of Initiative and Referendum in The Beaufort
Gazette and The Island Packet on September 15, 2010.

Certified copy of Minutes.

Affidavit of Publication of Summary Notice of Sale in The State on October 27, 2010,
Preliminary Official Statement.

Notice of Sale and Bid Form.

Report of Chief Financial Officer.

Notice to Levy and Collect.

Filing for Debt Issue of Political Subdivision.



SERTIFIEL {12 8 A TRUE AND GORRECT SOPY
AS TAKEN[FROMW AHT: COMPARED WITH THE
ORWGINAL ON FILE IN THI® GFFICE

RESOLUTTION

\;)Z’IJL %}Bmw%ﬂ) .

SEGRETARY OF STATE OF SOUTH CAROUINA
. ADOPTING THE COUNCIL-ADMINISTRATOR FORM OF GOVERNMENT FOR THE COUNTY OF

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

SOUTH CAROLINA,

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

immediately prior to that date; and

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

of the Code of Laws that Beaufort County was operating under the Council-

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

WHEREAS, the governing body of Beaufort County consisted of nine

members, with three elected at large and six elected from districts for two

! year terms; and

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

to determine a form prior to July 1, 1976.

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

government,

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

for two year terms.
_ADOPTED THIS 28th Day of June, 1976.

OF BEAUFQRT COUNTY

WITNESSES: . COUNTY COUL
../— i . -—‘/
WATERY, o '\‘//t'»{ G 2 LA By:

— £
Arthur Horne, Chairman
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R C)LQQN)\ Attest:;’cddﬁﬁkichQf «xflﬂéﬁkéi4kﬂﬁiw/
\ . Nancy Avfﬁarkovich, Clerk to Council
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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, 2007 and will expire on June 30, 2011.

2. Joy Logan is Treasurer of Beaufort County, South Carolina, her term of office as
such having commenced on July 1, 2007 and will expire on June 30, 2011,

3. I, Jerri Ann Roseneau, am the Clerk of Court for Beaufort County, South
Carolina, having been appointed by the Governor on August 7, 2009.

In witness whereof, I have hereunto set my hand as of the 18" day of November, 2010.

(oo e

Clerk of gmrt for Beaufort County, South Carolina
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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
Rick Caporale 172007 12/2010
Steven Baer 1/2007 12/2010
Stewart H. Rodman 172007 12/2010
William L. McBride 1/2009 12/2012
Gerald Dawson 172009 12/2012
Paul Sommerville 1/2007 12/2010
Herbert N, Glaze 1/2009 T 1272012
Brian Flewelling 1/2009 12/2012
Jerry Stewart 1/2007 12/2010
Laura Van Harten 172007 12/2010
2. Wm. Weston J. Newton is Chairman of the Council, his current term of office as Chairman

having commenced on January 2007, 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, his appointment as such having
commenced in January 2009, and will expire at the pleasure of the County Administrator.

In witness whereof, I have hereunto set my hand and the official seal of the County this 18" day of
November, 2010,

\Aeaa 4 de M % F]
Clerk to County Council, Beaufort County,
South Carolina

(SEAL)

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

expire at the pleasure of the Council. /\/ T

Chalrman County Council, Beaufort County,
South Carolina
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STATE OF SOUTH CAROLINA )
) CERTIFICATE OF AUDITOR

COUNTY OF BEAUFORT )

I, the undersigned Auditor of Beaufort County, South Carolina (the “County”), do hereby
certify that according to the records of the County the assessed value of all taxable property in the
County as of June 30, 2010, is $1,954,918,784, which excludes exempt manufacturing property.

In witness whereof, I have hereunto set my hand this 18" day of November, 2010,

b ot @ R

Auditor, Beaufort County, South Carolina’
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STATEOF SOUTHCAROLINA )
- ) CERTIFICATE OF TREASURER
COUNTY OF BEAUFORT ) B

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
November 4, 2010, : ' '

Date of Interest Maturity Amount

Issue Rates Dates Qutstanding
04/15/2001 4.500% 02/01/2011 $ 1,530,000
03/01/2002 4,000%-4.875%  02/01/2011-22 11,505,000
06/15/2003 2.875%-5.000%  02/01/2011-23 19,900,000
10/15/2004 3.000%-5.000%  02/01/2011-25 29,150,000
11/02/2006 3.625%-8.000%  03/01/2011-26 15,600,000
11/30/2006 4.000%-5.000%  03/01/2011-26 28,200,000
10/03/2007 4.000%-5.000% - 03/01/2011-27 24,675,000
11/07/2007 4.000%-5.000%  02/01/2011-20 17,215,000
03/10/2009 2.500%-3.000%  03/01/2011-12 4,825,000
03/10/2010 2.000%-5.000%  03/01/2011-20 24,205,000
03/10/2010 4,700%-5.625%  03/01/2021-29 24,550,000

Total $201,355,000

In witness whereof, I have hereunto set my hand thi
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* day of November, 2010.

—

Treasurer,(]ijag?f_c};tug;' mty, 'South Carolina



THE ISLAND PACKET
Tlye Beaufort Gasette

STATE OF )
SOUTH CAROLINA ) AFFIDAVIT
COUNTY OF BEAUFORT )

Personally appeared before me a Notary Public,
in and for State and County, aforesaid, Sara
Johnson Borton who being duly sworn according
to law, deposes and says that she is the Publisher
and President of The Island Packet and The
Beaufort Gazette, newspapers published Sunday
through Saturday every week in Beaufort
County, McNair Law Firm, P.A., Notice of
Public Hearing, was published in the issue(s) of
The Island:Packet/The Beaufort Gazette on
August-24, 2010, ‘

&(a é,JM?W\ ﬂ}'\/ \__
Sara Johnson Borton,

Publisher and President
The Island Packet/The Beaufort Gazette

Subscribed and sworn to before
me this 24th day of August 2010

Notary Puinli'c for South Carolina
My Commission Expires July 13, 2020

The Island Packet| The BeaufortGazette O 10 Buck Island Road | Bluffton, SC 29910 « O P.O. Box 5727 | Hilton Head Island, SC 29938
Phone: (843) 706-8100 | (877) 706-8100 | Advertising Fax: (843) 706-5050 | News Fax: (843) 706-3070

wwwiislandpacket.com | www.beaufortgazette.com | e-mail: newsroom@islandpacket.com or gazette@beaufortgazette.com



STATE OF SOUTH CAROLINA )
) CERTIFIED COPY OF ORDINANCE NO. 2010/14
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. 2010/14 entitled
“ORDINANCE NO. 2010/14 AUTHORIZING THE ISSUANCE AND SALE OF GENERAL
OBLIGATION REFUNDING BONDS, SERIES 2010C, OR SUCH OTHER APPROPRIATE SERIES
DESIGNATION, OF BEAUFORT COUNTY, SOUTH CAROLINA, IN THE PRINCIPAL AMOUNT OF
NOT EXCEEDING $9,000,000; FIXING THE FORM AND DETAILS OF THE BONDS;
AUTHORIZING THE COUNTY ADMINISTRATOR OR HIS LAWFULLY-AUTHORIZED DESIGNEE
TO DETERMINE CERTAIN MATTERS RELATING TO THE BONDS; PROVIDING FOR THE
PAYMENT OF THE BONDS 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 13, 2010, 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, [ have hereunto set my hand this 18" day of November, 2010.

Ay A Ad f\_h ») &
Clerk to County Council of Beaufort County,
South Carolina

(SEAL)
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ORDINANCE NO. 2010/14

AUTHORIZING THE ISSUANCE AND SALE OF GENERAL OBLIGATION
REFUNDING BONDS, SERIES 2010C, OR SUCH OTHER APPROPRIATE SERIES
DESIGNATION, OF BEAUFORT COUNTY, SOUTH CAROLINA, IN THE
PRINCIPAL AMOUNT OF NOT EXCEEDING $9,000,000; FIXING THE FORM AND
DETAILS OF THE BONDS; AUTHORIZING THE COUNTY ADMINISTRATOR OR
HIS LAWFULLY-AUTHORIZED DESIGNEE TO DETERMINE CERTAIN
MATTERS RELATING TO THE BONDS; PROVIDING FOR THE PAYMENT OF
THE BONDS 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 and Determinations. The County Council (the “County Council”), of
Beaufort County, South Carolina (the “County”), hereby finds and determines:

(a) Pursuant to Section 4-9-10, Code of Laws of South Carolina 1976, as amended, and the
results of a referendum held in accordance therewith, the Council-Administrator form of government was
adopted and the County Council constitutes the governing body of the County.

(b) Article X, Section 14 of the Constitution of the State of South Carolina, 1895, as
amended (the “Constitution”), provides that each county 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. Such debt must be incurred for a public purpose and a corporate purpose in an
amount not exceeding eight percent (8%) of the assessed value of all taxable property of such county.

(©) Pursuant to Title 4, Chapter 15 of the Code (the same being and hereinafter referred to as
the “County Bond Act”), the governing bodies of the several counties of the State may each issue general
obligation bonds to defray the cost of any authorized purpose and for any amount not exceeding its
applicable constitutional limit.

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

(e) The assessed value of all the taxable property in the County as of June 30, 2009, is
$1,794,765,540, Eight percent of the assessed value is $143,581,243, 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 $91,492,866 which includes the Bonds to be Refunded (hereinafter defined).
Thus, the County may incur not exceeding $52,088,377 of additional general obligation debt within its
applicable debt limitation.
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® Pursuant to constitutional and statutory authorizations and Ordinance No. 2002-1 duly
enacted by the County Council on January 14, 2002 (the “2002 Ordinance™), the County issued its
$25,100,000 General Obligation Bonds, Series 2002, dated March 1, 2002 (the “Series 2002 Bonds™).

(2 The 2002 Bonds are subject to the 8% constitutional debt limit. The difference
between the outstanding principal amount of the maturities to be refunded of the 2002 Bonds and the
amount needed to refund the certain maturities of the 2002 Bonds will also count against the County's
8% constitutional debt limit,

(h) Sections 11-21-10 to 11-21-80 of the Code of Laws of South Carolina 1976, as
amended, empower any “public agency” to utilize the provisions of Article 5, Chapter 15, Title 11 (the
“Refunding Act”) of the Code of Laws of South Carolina 1976, as amended, to effect the refunding of
any outstanding general obligation bonds.

Q) The Series 2002 Bonds are currently outstanding in the amount of $11,505,000. The
Series 2002 Bonds maturing on or after February 1, 2013, are subject to redemption at the option of the
County on or after February 1, 2012, in whole or in par at any time, at a redemption price of par
together with the interest accrued thereon to the date fixed for redemption.

) Based on current market conditions and projected savings, the County Council finds
that it is in the best interest of the County to effect a refunding of certain maturities of the Series 2002
Bonds (the “Bonds to be Refunded”) because a savings can be effected through the refunding of such
Series 2002 Bonds. The County Council recognizes, however, that current market conditions may
change and that, as of the date of enactment of this Ordinance, a determination cannot be made as to the
amount of such savings, if any, realized through the refunding of the Bonds to be Refunded and that
certain authority relating to such refunding is delegated to the County Administrator and/or his
lawfully-authorized designee through this Ordinance, Because the Refunding Act requires that
refunding bonds be sold at public sale, there can be no assurance that market conditions at the time of
such sale will be similar to the prevailing rates on the date of the enactment of this Ordinance. If the
rates of interest on the refunding bonds authorized by this Ordinance do not result in satisfactory debt
service savings, the County Council, through the authority delegated to the Interim County
Administrator and/or his lawfully-authorized designee, will be empowered to reject bids for the
purchase of the refunding bonds.

k) It is now in the best interest of the County for County Council to provide for the
issuance and sale of not exceeding $9,000,000 principal amount general obligation refunding bonds of
the County to provide funds for (i) refunding the Bonds to be Refunded; (ii) costs of issuance of the
Bonds (hereinafter defined); and (iii) such other lawful purposes as the County Council shall determine.

SECTION 2. Authorization and Details of Bonds. Pursuant to the aforesaid provisions of the
Constitution and laws of the State, there is hereby authorized to be issued not exceeding $9,000,000
aggregate principal amount of general obligation refunding bonds of the County to be designated
“$9,000,000 (or such lesser amount issued) General Obligation Refunding Bonds (appropriate series
designation), of Beaufort County, South Carolina” (the “Bonds”), for the purpose set forth in Section
1(k) and other costs incidental thereto, including without limiting the generality of such other costs,
engineering, financial and legal fees.
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The refunding of the Bonds to be Refunded shall be effected with a portion of the proceeds of
the Bonds which proceeds shall be used for the payment of the principal of such Bonds to be Refunded
as and when such Bonds to be Refunded mature and are called for redemption in accordance with the
provisions of the 2002 Ordinance and interest on such Bonds to be Refunded as and when the same
becomes due. If necessary, notice of the aforesaid refunding for which a portion of the proceeds of the
Bonds will be used shall be given in a financial paper published in the City of New York, State of New
York.

Upon the delivery of the Bonds, the principal proceeds thereof, less issuance expenses, shall be
deposited with an escrow agent to be named (the “Escrow Agent”) and held by it under a written
refunding trust agreement between the Escrow Agent and the County (the “Refunding Trust
Agreement”) in an irrevocable trust account. It shall be the duty of such Escrow Agent to keep such
proceeds invested and reinvested to the extent that it shall be practical in obligations of the United
States or any agency thereof and to apply the principal and interest of the trust so established in the
manner prescribed in such Refunding Trust Agreement.

The County Administrator and/or his lawfully-authorized designee are hereby authorized and
directed for and on behalf of the County to execute such agreements and give such directions as shall be
necessary to carry out the provisions of this Ordinance, including the execution and delivery of the
Refunding Trust Agreement. The Refunding Trust Agreement shall be dated the date of delivery of the
Bonds to the initial purchasers thereof.

Upon the award of the Bonds, the County shall designate the Bonds to be Refunded for
redemption on a date determined by the Interim County Administrator and/or his lawfully-authorized
designee in accordance with the 2002 Ordinance.

The Bonds shall be issued as fully registered bonds registrable as to principal and interest; shall
be dated their date of delivery to the initial purchaser(s) thereof; shall be in denominations of $5,000 or
any integral multiple thereof not exceeding the principal amount of Bonds maturing each year; shall be
subject to redemption if such provision is in the best interest of the County; shall be numbered from R-1
upward; shall bear interest from their date payable at such times as hereinafter designated by the County
Administrator and/or his lawfully-authorized designee at such rate or rates as may be determined at the
time of the sale thereof; and shall mature serially in successive annual installments as determined by the
County Administrator and/or his lawfully-authorized designee.

Within twenty-four (24) hours after the receipt of bids, the County Administrator is hereby
authorized to designate the registrar and paying agent (the “Registrar/Paying Agent”) for the Bonds. The
Registrar/Paying Agent shall be a bank, trust company, depository or transfer agent located either within
or without the State of South Carolina.

SECTION 3. Delegation of Authority to Determine Certain Matters Relating to the Bonds. The
County Council hereby delegates to the County Administrator or his lawfully-authorized designee the
authority to determine: (a) the maturity dates of the Bonds and the respective principal amounts maturing
on such dates; (b) the interest payment dates of the Bonds; (c) redemption provisions, if any, for the
Bonds; (d) the date and time of sale of the Bonds; (e) the authority to receive bids on behalf of the
County Council; (f) the Registrar/Paying Agent for the Bonds, and (g) the authority to award the sale of
the Bonds to the lowest bidder therefor in accordance with the terms of the Notice of Sale for the Bonds.

COLUMBIA 1009728v1



After the sale of the Bonds, the County Administrator and/or his lawfully-authorized designee
shall submit a written report to County Council setting forth the details of the Bonds as set forth in this
paragraph.

SECTION 4. Registration, Transfer and Exchange of Bonds. 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 Bonds. 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 Bonds under such reasonable regulations as the Registrar/Paying Agent may prescribe.

Each Bond 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 Bond the Registrar/Paying Agent on behalf of the
County shall issue in the name of the transferee a new fully registered Bond or Bonds, of the same
aggregate principal amount, interest rate, and maturity as the surrendered Bond. Any Bond surrendered
in exchange for a new registered Bond pursuant to this Section shall be canceled by the Registrar/Paying
Agent.

The County and the Registrar/Paying Agent may deem or treat the person in whose name any
fully registered Bond shall be registered upon the registry books as the absolute owner of such Bond,
whether such Bond shall be overdue or not, for the purpose of receiving payment of the principal of and
interest on such Bond and for all other purposes and all such payments so made to any such registered
owner or upon his order shall be valid and effectual to satisfy and discharge the liability upon such Bond
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 Bonds is
exercised, the County shall execute and the Registrar/Paying Agent shall authenticate and deliver Bonds
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 Bonds during the fifteen (15) days preceding an interest
payment date on such Bonds.

SECTION 5. 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 Bonds, and such record date shall be
the fifteenth (15th) day (whether or not a business day) preceding an interest payment date on such Bond
or in the case of any proposed redemption of Bonds, such record date shall be the fifteenth (15th) day
(whether or not a business day) prior to the giving of notice of redemption of bonds.

SECTION 6. Mutilation, Loss, Theft or Destruction of Bonds. In case any Bond shall at any
time become mutilated in whole or in part, or be lost, stolen or destroyed, or be so defaced as to impair
the value thereof to the owner, the County shall execute and the Registrar shall authenticate and deliver
at the principal office of the Registrar, or send by registered mail to the owner thereof at his request, risk
and expense a new Bond of the same series, 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 Bond, or in lieu of or in substitution for such lost, stolen or destroyed Bond. In any such event
the applicant for the issuance of a substitute Bond shall furnish the County and the Registrar evidence or
proof satisfactory to the County and the Registrar of the loss, destruction, mutilation, defacement or theft
of the original Bond, and of the ownership thereof, and also such security and indemnity in an 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. Any duplicate Bond issued under the provisions of this Section in

4

COLUMBIA 1009728v1



exchange and substitution for any defaced, mutilated or partly destroyed Bond or in substitution for any
allegedly lost, stolen or wholly destroyed Bond shall be entitled to the identical benefits under this
Ordinance as was the original Bond in lieu of which such duplicate Bond is issued, and shall be entitled
to equal and proportionate benefits with all the other Bonds of the same series issued hereunder.

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

SECTION 7. Execution of Bonds. The Bonds shall be executed in the name of the County with
the manual or facsimile signature of the Chairman of the County Council attested by the manual or
facsimile signature of the Clerk to the County Council under a facsimile of the seal of the County
impressed, imprinted or reproduced thereon; provided, however, the facsimile signatures appearing on
the Bonds may be those of the officers who are in office on the date of enactment of this Ordinance. The
execution of the Bonds in such fashion shall be valid and effectual, notwithstanding any subsequent
change in such offices. The Bonds shall not be valid or become obligatory for any purpose unless there
shall have been endorsed thereon a certificate of authentication. Each Bond shall bear a certificate of
authentication manually executed by the Registrar in substantially the form set forth herein.

SECTION 8. Form of Bonds. The Bonds and the certificate of authentication shall be in
substantially the form set forth in Exhibit A attached hereto and incorporated herein by reference.

SECTION 9. Security for Bonds. The full faith, credit, and taxing power of the County are
hereby irrevocably pledged for the payment of the principal of and interest on the Bonds as they
respectively mature, and for the creation of such sinking fund as may be necessary therefor. 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, a tax, without limit, on all taxable property in the County
sufficient to pay the principal of and interest on the Bonds as they respectively mature and to create such
sinking fund as may be necessary therefor,

The County Council shall give the County Auditor and County Treasurer written notice of the
delivery of and payment for the Bonds and they are hereby directed to levy and collect annually, on all
taxable property in the County, a tax, without limit, sufficient to pay the principal of and interest on the
Bonds as they respectively mature and to create such sinking fund as may be necessary therefor.

SECTION 10. Notice of Public Hearing. The County Council hereby ratifies and approves the
publication of a notice of public hearing regarding the Bonds and this Ordinance, such notice in
substantially the form attached hereto as Exhibit B, 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 11, Initiative and Referendum. The County Council hereby delegates to the County
Administrator and/or his lawfully-authorized designee the authority to determine whether the Notice
prescribed under the provisions of Section 5 of Title 11, Chapter 27 of the Code relating to the initiative
and referendum provisions contained in Title 4, Chapter 9, Article 13 of the Code shall be given with
respect to this Ordinance. If said Notice is given, the County Administrator and/or his lawfully-
authorized designee are authorized to cause such Notice to be published in a newspaper of general
circulation in the County, in substantially the form attached hereto as Exhibit C.
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SECTION 12. Exemption from State Taxes. Both the principal of and interest on the Bonds
shall be exempt, in accordance with the provisions of Section 12-2-50 of the Code of Laws of South
Carolina 1976, as amended, from all State, county, municipal, County and all other taxes or assessments,
except estate or other transfer taxes, direct or indirect, general or special, whether imposed for the
purpose of general revenue or otherwise.

SECTION 13. Tax Covenants. The County hereby covenants and agrees with the holders of
the Bonds that it will not take any action which will, or fail to take any action which failure will,
cause interest on the Bonds to become includable in the gross income of the holders of the Bonds for
federal income tax purposes pursuant to the provisions of the Code and regulations promulgated
thereunder in effect on the date of original issuance of the Bonds. The County further covenants and
agrees with the holders of the Bonds that no use of the proceeds of the Bonds shall be made which, if
such use had been reasonably expected on the date of issue of the Bonds would have caused the
Bonds to be “arbitrage bonds,” as defined in Section 148 of the Code, and to that end the County
hereby shall:

(a) comply with the applicable provisions of Sections 103 and 141 through 150
of the Code and any regulations promulgated thereunder so long as the Bonds are outstanding;

(b) establish such funds, make such calculations and pay such amounts, in the
manner and at the times required in order to comply with the requirements of the Code relating to
required rebates of certain amounts to the United States; and

©) make such reports of such information at the time and places required by the
Code.

SECTION 14. Book-Entry System. The Bonds initially issued (the “Initial Bonds™) will be
eligible securities for the purposes of the book-entry system of transfer maintained by The Depository
Trust Company, New York, New York (“DTC”), and transfers of beneficial ownership of the Initial
Bonds shall be made only through DTC and its participants in accordance with rules specified by DTC.
Such beneficial ownership must be of $5,000 principal amount of Bonds of the same maturity or any
integral multiple of $5,000.

The Initial Bonds shall be issued in fully-registered form, one Bond for each of the maturities of
the Bonds, in the name of Cede & Co., as the nominee of DTC. When any principal of or interest on the
Initial Bonds becomes due, the Paying Agent, on behalf of the County, shall transmit to DTC an amount
equal to such installment of principal and interest. DTC shall remit such payments to the beneficial
owners of the Bonds or their nominees in accordance with its rules and regulations.

Notices of redemption of the Initial Bonds or any portion thereof shall be sent to DTC in
accordance with the provisions of the Ordinance.

If (a) DTC determines not to continue to act as securities depository for the Bonds, or (b) the
County has advised DTC of its determination that DTC is incapable of discharging its duties, the County
shall attempt to retain another qualified securities depository to replace DTC. Upon receipt by the
County the Initial Bonds together with an assignment duly executed by DTC, the County shall execute
and deliver to the successor securities depository Bonds of the same principal amount, interest rate, and
maturity registered in the name of such successor.
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If the County is unable to retain a qualified successor to DTC or the County has determined that
it is in its best interest not to continue the book-entry system of transfer or that interests of the beneficial
owners of the Bonds might be adversely affected if the book-entry system of transfer is continued (the
County undertakes no obligation to make any investigation to determine the occurrence of any events that
would permit it to make any such determination), and has made provision to so notify beneficial owners
of the Bonds by mailing an appropriate notice to DTC, upon receipt by the County the Initial Bonds
together with an assignment duly executed by DTC, the County shall execute, authenticate and deliver to
the DTC participants Bonds in fully-registered form, in substantially the form set forth in Section 8 of
this Ordinance in the denomination of $5,000 or any integral multiple thereof.

Notwithstanding the foregoing, at the request of the purchaser, the Bonds will be issued as
one single fully-registered bond and not issued through the book-entry system.

SECTION 15. Sale of Bonds, Form of Notice of Sale. The Bonds shall be offered for public
sale on the date and at the time designated by the County Administrator and/or his lawfully-authorized
designee. A Notice of Sale in substantially the form set forth as Exhibit D attached hereto and
incorporated herein by reference shall be distributed to prospective bidders and a summary of such
Notice of Sale shall be published in a newspaper of general circulation in the State of South Carolina
and/or in a financial publication published in the City of New York not less than seven (7) days prior to
the date set for such sale.

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

SECTION 17. Filings with Central Repository. In compliance with Section 11-1-85, South
Carolina Code of Laws 1976, as amended, the County covenants that it will file or cause to be filed with
a central repository for availability in the secondary bond market when requested: (a) a copy of the
annual financial report of the County within thirty (30) days from the County’s receipt thereof; and (b)
within thirty (30) days of the occurrence thereof, relevant information of an event which adversely
affects more than five (5%) percent of the revenues of the County or the County’s tax base.

SECTION 18. Continuing Disclosure. In compliance with the Securities and Exchange
Commission Rule 15¢2-12 (the “Rule”) the County covenants and agrees for the benefit of the holders
from time to time of the Bonds to execute and deliver prior to closing, and to thereafter comply with the
terms of a Disclosure Dissemination Agent Agreement in substantially the form appearing as Exhibit E
attached to this Ordinance. In the event of a failure of the County to comply with any of the provisions
of the Disclosure Dissemination Agent Agreement, an event of default under this Ordinance shall not be
deemed to have occurred, In such event, the sole remedy of any bondholder or beneficial owner shall be
an action to compel performance by this Ordinance.

SECTION 19. Deposit and Use of Proceeds. The proceeds derived from the sale of the Bonds
necessary to refund the Bonds to be Refunded shall be deposited with the Escrow Agent pursuant to the
terms of the Refunding Trust Agreement. The remaining proceeds, if any, shall be deposited with the
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County Treasurer in a special fund to the credit of the County and shall be applied solely to the purposes
for which the Bonds have been issued, including payment of costs of issuance of the Bonds.

SECTION 20. Defeasance. The obligations of the County under this Ordinance and the pledges,
covenants and agreements of the County herein made or provided for, shall be fully discharged and
satisfied as to any portion of the Bonds, and such Bond or Bonds shall no longer be deemed to be
outstanding hereunder when:

(a) such Bond or Bonds 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

() payment of the principal of and interest on such Bonds either (i) shall have been made or
caused to be made in accordance with the terms thereof, or (ii) shall have been provided for by
irrevocably depositing with a corporate trustee in trust and irrevocably set aside exclusively for such
payment, (1) moneys sufficient to make such payment, or (2) Government Obligations (hereinafter
defined) maturing as to principal and interest in such amounts and at such times as will ensure the
availability of sufficient moneys to make such payment and all necessary and proper fees, compensation
and expenses of the corporate trustee. At such time as the Bonds shall no longer be deemed to be
outstanding hereunder, such Bonds 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, shall no longer be
secured by or entitled to the benefits of this Ordinance,

“Government Obligations” shall mean any of the following;

(a) 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;

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

(c) general obligation bonds of the State, its institutions, agencies, school districts and
political subdivisions.

SECTION 21. Miscellaneous. The County Council hereby authorizes the County Administrator,
Chair of the County Council, the Clerk to the County Council and County Attorney to execute such
documents and instruments as necessary to effect the issuance of the Bonds. The County Council hereby
retains McNair Law Firm, P.A., as bond counsel and Ross, Sinclaire & Associates, LL.C, as financial
advisor in connection with the issuance of the Bonds. The County Administrator is further authorized to
execute such contracts, documents or engagement letters as may be necessary and appropriate to
effectuate these engagements,

All rules, regulations, resolutions, and parts thereof, procedural or otherwise, in conflict herewith
or the proceedings authorizing the issuance of the Bonds are, to the extent of such conflict, hereby
repealed and this Ordinance shall take effect and be in full force from and after its enactment.
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Enacted this 13th day of September, 2010.

FORT COUNTY, SOUTH CAROLINA

/f//é// as

Chair, County Council

(SEAL)

ATTEST:

e 2o & AS mb‘-‘*) X

Clerk, County Council

First Reading: August 9, 2010
Second Reading: August 23, 2010
Public Hearing; September 13, 2010
Third and Final Reading: September 13, 2010
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EXHIBIT A

FORM OF BOND

UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
COUNTY OF BEAUFORT
GENERAL OBLIGATION REFUNDING BOND, SERIES 2010_

No. R-
INTEREST MATURITY ORIGINAL
RATE DATE ISSUE DATE CUSIP
REGISTERED HOLDER:
PRINCIPAL AMOUNT: DOLLARS

KNOW ALL MEN BY THESE PRESENTS, that Beaufort County, South Carolina (the
“County”), is justly indebted and, for value received, hereby promises to pay to the registered holder
specified above, or registered assigns, the principal amount specified above on the maturity date
specified above, upon presentation and surrender of this Bond at the principal office of

in (the “Paying Agent”), and to pay interest on such
principal amount from the date hereof at the rate per annum specified above until this Bond matures.
Interest on this Bond is payable 1, 20, and semiannually on 1 and

1 of each year thereafter, until this Bond matures, and shall be payable by check or draft
mailed to the person in whose name this Bond is registered on the registration books of the County
maintained by the registrar, presently in (the
“Registrar”), at the close of business on the fifteenth (15th) day of the calendar month preceding each
semiannual interest payment date. The principal of and interest on this Bond are 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; provided, however, that interest on this fully registered Bond shall be paid by check or
draft as set forth above.

This Bond shall not be entitled to any benefit under the Ordinance (hereafter defined), nor
become valid or obligatory for any purpose, until the certificate of authentication hereon shall have been
duly executed by the Registrar.

For the payment hereof, both principal and interest, 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 Auditor of the County and
collected by the Treasurer of the County, in the same manner as other county taxes are levied and
collected, a tax, without limit, on all taxable property in the County sufficient to pay the principal of and
interest on this Bond as they respectively mature and to create such sinking fund as may be necessary
therefor.
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This Bond is one of a series of Bonds of like date of original issue, tenor and effect, except as to
number, denomination, date of maturity, redemption provisions, and rate of interest, aggregating
Dollars ($ ), issued pursuant to and in accordance with the
Constitution and laws of the State of South Carolina, including Article X of the Constitution of the State
of South Carolina, 1895, as amended; Title 4, Chapter 15, Code of Laws of South Carolina 1976, as
amended; Title 11, Chapter 27, Code of Laws of South Carolina 1976, as amended; and Ordinance No.

duly enacted by the County Council on , 2010,

[Redemption Provisions]

This Bond is transferable as provided in the Ordinance, only upon the books of the County kept
for that purpose at the principal office of the Registrar by the registered holder in person or by his duly
authorized attorney upon surrender of this Bond together with a written instrument of transfer
satisfactory to the Registrar duly executed by the registered holder or his duly authorized attorney.
Thereupon a new fully registered Bond or Bonds of the same aggregate principal amount, interest rate
redemption provisions, if any, and maturity shall be issued to the transferee in exchange therefor as
provided in the Ordinance. The County, the Registrar and the Paying Agent may deem and treat the
person in whose name this Bond is registered as the absolute owner hereof for the purpose of receiving
payment of or on account of the principal hereof and interest due hereon and for all other purposes.

Under the laws of the State of South Carolina, this Bond and the interest hereon are exempt from
all State, county, municipal, County and all other taxes or assessments, except estate or other transfer
taxes, direct or indirect, general or special, whether imposed for the purpose of general revenue or
otherwise.

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 and to be performed precedent to or in the
issuance of this Bond exist, have happened and have been performed in regular and due time, form and
manner as required by law; that the amount of this Bond, together with all other indebtedness of the
County, does not exceed the applicable limitation of indebtedness under the laws of the State of South
Carolina; and that provision has been made for the levy and collection of a tax, without limit, on all
taxable property in the County sufficient to pay the principal of and interest on this Bond as the same
shall respectively mature and to create such sinking fund as may be necessary therefor.

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

BEAUFORT COUNTY, SOUTH CAROLINA

Chair of County Council
(SEAL)

ATTEST:

Clerk of County Council
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[FORM OF REGISTRAR’S CERTIFICATE OF AUTHENTICATION)]
Date of Authentication:

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

as Registrar

By:
Authorized Officer

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

TEN COM - As tenants in common UNIF GIFT MIN. ACT
TEN ENT - As tenants by the Custodian
entireties (Cust.) (Minor)

JT TEN - As joint tenants
with right of under Uniform Gifts to Minors
survivorship and
not as tenants in
common

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

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

(Name and address of Transferee)

the within Bond and does hereby irrevocably constitute and appoint attorney to
transfer the within Bond on the books kept for registration thereof, with full power of substitution in the
premises,
Dated:
Signature Guaranteed: (Authorizing Officer)
Signature(s) must be guaranteed NOTICE: The signature to this agreement
by an institution which is a this agreement must correspond with the
participant in the Securities name of the registered holder as it appears
Transfer Agents Medallion upon the face of the within Bond in every
Program (“STAMP”) or similar particular, without alteration or enlargement
program, or any change whatever.
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A copy of the final approving opinion to be rendered shall be attached to each Bond and
preceding the same a certificate shall appear, which shall be signed on behalf of the County with a
manual or facsimile signature of the Clerk to the County Council. The certificate shall be in substantially
the following form:

[FORM OF CERTIFICATE]
IT IS HEREBY CERTIFIED that the following is a true and correct copy of the complete final
approving opinion (except for date and letterhead) of McNair Law Firm, P.A., Columbia, South Carolina,
approving the issue of Bonds of which the within Bond is one, the original of which opinion was

manually executed, dated and issued as of the date of delivery of and payment for the Bonds and a copy
of which is on file with the County Council of Beaufort County, South Carolina.

BEAUFORT COUNTY, SOUTH CAROLINA

By:

Clerk of County Council
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EXHIBIT B

FORM OF NOTICE OF PUBLIC HEARING

NOTICE OF PUBLIC HEARING

Notice is hereby given that a public hearing will be held by the County Council of Beaufort County,
South Carolina (the “County”), County Administration Building, 100 Ribaut Road, Beaufort, South
Carolina, at 6:00 p.m. on ,2010.

The purpose of the public hearing is to consider an Ordinance providing for the issuance and sale of
General Obligation Refunding Bonds of Beaufort County, South Carolina, in the principal amount of not
exceeding $9,000,000 (the “Bonds”). The proceeds of the bonds will be used together with other available
funds of the County for the following purposes: (i) refunding certain maturities of the County’s 2002 Bonds;
(i) paying legal and financial advisor fees and other costs of issuance of the Bonds; and (iii) such other
lawful purposes as the County Council shall determine.

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

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

COUNTY COUNCIL OF BEAUFORT COUNTY,
SOUTH CAROLINA
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EXHIBIT C

FORM OF NOTICE

NOTICE OF ADOPTION OF ORDINANCE

Notice is hereby given that on _, 2010, the Beaufort County Council adopted an
ordinance entitled: “ORDINANCE NO. ” (the “Ordinance™).

The proceeds of the bonds will be used together with other available funds of the County for the
following purposes: (i) refunding certain maturities of the County’s 2002 Bonds; (ii) paying legal and
financial advisor fees and other costs of issuance of the bonds; and (iii) such other lawful purposes as the
County Council shall determine.

Pursuant to Section 11-27-40(8) of the South Carolina Code of Laws, 1976, as amended, unless
a notice, signed by not less than five (5) qualified electors of the County, of the intention to seek a
referendum is filed both in the office of the Clerk of Court of the County and with the Clerk of the
County Council, the initiative and referendum provisions of South Carolina law, Sections 4-9-1210 to
4-9-1230, 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.

COUNTY COUNCIL OF BEAUFORT COUNTY,
SOUTH CAROLINA
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EXHIBIT D

FORM OF NOTICE OF SALE

OFFICIAL NOTICE OF SALE

$ GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010 ,
OF BEAUFORT COUNTY, SOUTH CAROLINA

Time and Place of Sale: NOTICE IS HEREBY GIVEN that sealed bids, facsimile bids and
electronic bids will be received on behalf of Beaufort County, South Carolina (the “County”),
, Beaufort, South Carolina, until 11:00 a.m, South Carolina time, on

, _, 2010, at which time said proposals will be publicly opened for the
purchase of $ General Obligation Refunding Bonds, Series 2010 , of the County (the
“Bonds™).

Sealed Bids: Each hand delivered proposal shall be enclosed in a sealed envelope marked
“Proposal for § General Obligation Refunding Bonds, Series 2010 _, Beaufort County,
South Carolina” and should be directed to the County Administrator at the address in the first paragraph
hereof.

Facsimile Bids: The County will accept the facsimile transmission of a manually signed Official
Bid Form at the risk of the Bidder. The County shall not be responsible for the confidentiality of bids
submitted by facsimile transmission. Any delay in receipt of a facsimile bid, and any incompleteness or
illegible portions of such bid are the responsibility of the bidder, Bids by facsimile should be transmitted
to the attention of the County Administrator, fax number (843)

Electronic Bids: 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) 849-
5021.

PROPOSALS MAY BE DELIVERED BY HAND, BY MAIL, BY FACSIMILE
TRANSMISSION OR BY ELECTRONIC BID, BUT NO PROPOSAL SHALL BE CONSIDERED
WHICH IS NOT ACTUALLY RECEIVED BY THE COUNTY AT THE PLACE, DATE AND
TIME APPOINTED, AND THE COUNTY SHALL NOT BE RESPONSIBLE FOR ANY
FAILURE, MISDIRECTION, DELAY OR ERROR RESULTING FROM THE SELECTION BY
ANY BIDDER OF ANY PARTICULAR MEANS OF DELIVERY OF BIDS.

Book-Entry-Only Bonds: The Bonds will be issued in fully-registered form. One Bond
representing each maturity will be issued to and registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC”), as registered owner of the Bonds and each
such Bond will be immobilized in the custody of DTC. DTC will act as securities depository for the
Bonds. Individual purchases will be made in book-entry form only, in the principal amount of $5,000 or
any integral multiple thereof not exceeding the principal amount of Bonds maturing each year;
Purchasers will not receive physical delivery of certificates representing their interest in the Bonds
purchased. The winning bidder, as a condition to delivery of the Bonds, will be required to deposit the
Bond certificates representing each maturity with DTC,
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The Bonds will be issued in fully-registered form registered as to principal and interest; will be

dated _, 2010; will be in denominations of $5,000 or any integral multiple thereof not

exceeding the principal amount of Bonds maturing in each year; and will mature serially in successive

annual installments on in each of the years and in the principal amounts as follows:
Year Principal Amount* Year Principal Amount*

*Preliminary, subject to adjustment.

Adjustment of Maturity Schedule. The County reserves the right, in its sole discretion, either to
decrease or increase the principal amount of the Bonds maturing in any year (all calculations to be
rounded to the near $5,000), provided that any such decrease or increase shall not exceed 10% of the
Bonds. Such adjustment(s), if any, shall be made within twenty-four (24) hours of the award of the
Bonds. In order to calculate the yield on the Bonds for federal tax law purposes and as a condition
precedent to the award of the Bonds, bidders must disclose to the County in connection with their
respective bids the price (or yield to maturity) at which each maturity of the Bonds will be reoffered to
the public.

In the event of any adjustment of the maturity schedule for the Bonds as described herein, no
rebidding or recalculation of the proposals submitted will be required or permitted. Nevertheless, the
award of the Bonds will be made to the bidder whose proposal produces the lowest true interest cost
solely on the basis of the Bonds offered, without taking into account any adjustment in the amount of the
Bonds pursuant to this paragraph.

The Bonds will bear interest from the date thereof payable semiannually on
and of each year, commencing , until they mature.

[Redemption Provisions]

Registrar/Paying Agent: Within twenty-four (24) hours after the receipt of bids, the County will
designate the registrar and paying agent (the “Registrar/Paying Agent”) for the Bonds. The Registrar/
Paying Agent shall be a bank, trust company, depository or transfer agent located either within or without
the State of South Carolina.

Bid Requirements: Bidders shall specify the rate or rates of interest per annum which the Bonds
are to bear, to be expressed in multiples of 1/20 or 1/8 of 1% and the interest rate specified for any
maturity shall not be lower than the interest rate specified for any previous maturity. Bidders are not
limited as to the number of rates of interest named, but the rate of interest on each separate maturity must
be the same single rate for all Bonds of that maturity from their date to such maturity date. A bid for less
than all the Bonds, a bid at a price less than par or a bid which includes a premium in excess of 10% of
the par amount of the Bonds will not be considered. In addition to the bid price, the successful bidder
must pay accrued interest from the date of the Bonds to the date of full payment of the purchase price.

Award of Bid. The Bonds will be awarded to the bidder or bidders offering to purchase the
Bonds at the lowest true interest cost (TIC) to the County. The TIC will be the nominal interest rate
which, when compounded semiannually and used to discount all debt service payments on the Bonds
(computed at the interest rates specified in the bid and on the basis of a 360-day year of twelve 30-day
months) to the dated date of the Bonds, results in an amount equal to the price bid for the Bonds. In the
case of a tie bid, the winning bid will be awarded by lot. The County reserves the right to reject any and
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all bids or to waive irregularities in any bid. Bids will be accepted or rejected no later than 3:00 p.m.,
South Carolina time, on the date of the sale.

Security: The full faith, credit, and taxing power of the County are hereby irrevocably pledged
for the payment of the principal of and interest on the Bonds as they respectively mature, and for the
creation of such sinking fund as may be necessary therefor. There shall be levied annually by the
Auditor of the County and collected by the Treasurer of the County, in the same manner as other county
taxes are levied and collected, an ad valorem tax, without limit, on all taxable property in the County
sufficient to pay the principal and interest of the Bonds as they respectively mature and to create such
sinking fund as may be necessary therefor.

Good Faith Deposit: No good faith deposit is required.

Bid Form: Proposals should be enclosed in a separate sealed envelope marked “Proposal for
$ General Obligation Refunding Bonds, Series 2010_ of Beaufort County, South
Carolina” and should be directed to the County Administrator at the address in the first paragraph hereof.
It is requested but not required that you submit your bid on the Proposal for Purchase of Bonds supplied
with the Official Statement.

Official Statement: Upon the award of the Bonds, the County will prepare an official statement
(the “Official Statement”) in substantially the same form as the preliminary official statement subject to
minor additions, deletions and revisions as required to complete the Official Statement. Within seven (7)
business days after the award of the Bonds, the County will deliver the Official Statement to the
successful bidder in sufficient quantity to comply with Rule G-32 of the Municipal Securities
Rulemaking Board. The successful bidder agrees to supply to the County all necessary pricing
information and any Underwriter identification necessary to complete the Official Statement within 24
hours after the award of the Bonds.

Continuing Disclosure: In order to assist the bidders in complying with S.E.C. Rule 15¢2-
12(b)(5), the County will undertake, pursuant to an ordinance and a continuing disclosure certificate, to
provide certain annual financial information and notices of the occurrence of certain events, if material.
A description of this undertaking is set forth in the Preliminary Official Statement and will also be set
forth in the final Official Statement.

Legal Opinion: The County Council shall furnish upon delivery of the Bonds the final approving
opinion of McNair Law Firm, P.A., Columbia, South Carolina, which opinion shall accompany each
Bond, together with the usual closing documents, including a certificate of the County that no litigation is
pending affecting the Bonds.

Certificate as to Issue Price: The successful bidder must provide a certificate to the County by
the date of delivery of the Bonds, stating the initial reoffering price of the Bonds to the public (excluding
bond houses and brokers) and the price at which a substantial amount of the Bonds were sold to the
public, in form satisfactory to Bond Counsel. A sample copy of such a certificate may be obtained from
Bond Counsel,
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Delivery: The Bonds will be delivered on or about , 2010, in New York, New York,
at the expense of the County. The balance of the purchase price then due, including the amount of
accrued interest, must be paid in federal funds or other immediately available funds.

BEAUFORT COUNTY, SOUTH CAROLINA

s/

Chair of County Council
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EXHIBIT E

FORM OF DISCLOSURE DISSEMINATION AGENT AGREEMENT

DISCLOSURE DISSEMINATION AGENT AGREEMENT

This Disclosure Dissemination Agent Agreement (the “Disclosure Agreement”), dated as of
, 2010, 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 in
accordance with Rule 15¢2-12 of the United States Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time (the “Rule”).

SECTION 1. Definitions. Capitalized terms not otherwise defined in this Disclosure Agreement shall
have the meaning assigned in the Rule or, to the extent not in conflict with the Rule, in the Official
Statement (hereinafter defined). The capitalized terms shall have the following meanings:

“Annual Filing Date” means the date, set in Sections 2(a) and 2(f), by which the Annual Report is
to be filed with the Repository.

“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.

“Annual Report” means an Annual Report described in and consistent with Section 3 of this
Disclosure Agreement.

“Bonds” means the obligations of the Issuer 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 Repository
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.
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“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
nominees, depositories or other intermediaries) or (b) treated as the owner of any Bonds for federal
income tax purposes.

“Information” means the Annual Financial Information, the Audited Financial Statements (if any)
the Notice Event notices, and the Voluntary Reports.

“Notice Event” means an event listed in Sections 4(a) of this Disclosure Agreement.

“MSRB” means the Municipal Securities Rulemaking Board established pursuant to Section
15B(b)(1) of the Securities Exchange Act of 1934.

“Official Statement” means that Official Statement prepared by the Issuer in connection with the
Bonds as listed on Appendix A.

“Repository” means the MSRB through its Electronic Municipal Market Access (‘EMMA”) system
at www.emma.msrb.org.

“Trustee” means the institution identified as Registrar/Paying Agent 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 the Repository not
later than 210 days after the end of each fiscal year of the Issuer, commencing with the fiscal year ending
June 30, 2010. Such date and each anniversary thereof is the Annual Filing Date. The Annual Report may
be submitted as a single document or as separate documents comprising a package, and may cross-reference
other information as provided in Section 3 of this Disclosure Agreement.

(b) If on the fifteenth (15th) day prior to the Annual Filing Date, the Disclosure Dissemination
Agent has not received a copy of the Annual Report and Certification, the Disclosure Dissemination Agent
shall contact the Disclosure Representative by telephone and in writing (which may be by 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
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Event as described in Section 4(a)(12) has occurred and to immediately send a notice to the Repository in
substantially the form attached as Exhibit B.

(©) 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 the Repository 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:

@) upon receipt, promptly file each Annual Report received under Section 2(a) with the
Repository;

(i) upon receipt, promptly file each Audited Financial Statement received under
Section 2(d) with the Repository;

(iii)  upon receipt, promptly file the text of each disclosure to be made with the
Repository together with a completed copy of the MSRB Material Event Notice
Cover Sheet in the form attached as Exhibit C, describing the event by checking the
box indicated below when filing pursuant to the Section of this Disclosure
Agreement indicated:

1. “Principal and interest payment delinquencies,” pursuant to Sections 4(c)
and 4(a)(1);

2. “Non-Payment related defaults,” pursuant to Sections 4(c) and 4(a)(2),

3. “Unscheduled draws on debt service reserves reflecting financial

difficulties,” pursuant to Sections 4(c) and 4(a)(3);

4, “Unscheduled draws on credit enhancements reflecting financial
difficulties,” pursuant to Sections 4(c) and 4(a)(4);

5. “Substitution of credit or liquidity providers, or their failure to perform,”
pursuant to Sections 4(c) and 4(a)(5);

6. “Adverse tax opinions or events affecting the tax-exempt status of the
security,” pursuant to Sections 4(c) and 4(a)(6);

7. “Modifications to rights of securities holders,” pursuant to Sections 4(c) and
4@)(7);
8. “Bond calls,” pursuant to Sections 4(c) and 4(a)(8);
E-3
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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.

(iv)  provide the Issuer evidence of the filings of each of the above when made, which
shall be by means of the DAC system, for so long as DAC is the Disclosure
Dissemination Agent under this Disclosure Agreement.

® The Issuer may adjust the Annual Filing Date upon change of its fiscal year by providing
written notice of such change and the new Annual Filing Date to the Disclosure Dissemination Agent,
Trustee (if any) and the Repository, 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: “THE BONDS - Security,”
“DEBT STRUCTURE - Outstanding Indebtedness,” “CERTAIN FISCAL MATTERS - Assessed Value of
Taxable Property in the County,” “- Estimated True Value of All Taxable Property in the County,” “- Tax
Rates,” “- Tax Collections for Last Five Years,” and “- Ten Largest Taxpayers.”

(b) Audited Financial Statements prepared in accordance with GAAP as described in the Official
Statement will be included in the Annual Report.

Any or all of the items listed above may be included by specific reference from other documents,
including official statements of debt issues with respect to which the Issuer is an “obligated person” (as
defined by the Rule), which have been previously filed with the Repository. If the document incorporated
by reference is a final official statement, it must be available from the Repository. 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;
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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 seQuring 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 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 Repository.

SECTION 5.  CUSIP Numbers. Whenever providing information to the Disclosure Dissemination
Agent, including but not limited to Annual Reports, documents incorporated by reference to the Annual
Reports, Audited Financial Statements, notices of Notice Events, and Voluntary Reports filed pursuant to
Section 7(a), the Issuer shall indicate the full name of the Bonds and the 9-digit CUSIP numbers for the
Bonds as to which the provided information relates.

SECTION 6.  Additional Disclosure Obligations. The Issuer acknowledges and understands that
other state and federal laws, including but not limited to the Securities Act of 1933 and Rule 10b-5
promulgated under the Securities Exchange Act of 1934, may apply to the Issuer, and that the failure of the
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Disclosure Dissemination Agent to so advise the Issuer shall not constitute a breach by the Disclosure
Dissemination Agent of any of its duties and responsibilities under this Disclosure Agreement. The Issuer
acknowledges and understands that the duties of the Disclosure Dissemination Agent relate exclusively to
execution of the mechanical tasks of disseminating information as described in this Disclosure Agreement,

SECTION 7.  Voluntary Reports.

(a) The Issuer may instruct the Disclosure Dissemination Agent to file information with the
Repository, from time to time pursuant to a Certification of the Disclosure Representative accompanying
such information (a “Voluntary Report™).

(b) Nothing in this Disclosure Agreement shall be deemed to prevent the Issuer from disseminating
any other information through the Disclosure Dissemination Agent using the means of dissemination set
forth in this Disclosure Agreement or including any other information in any Annual Report, Annual
Financial Statement, Voluntary Report or Notice Event notice, in addition to that required by this Disclosure
Agreement. If the Issuer chooses to include any information in any Annual Report, Annual Financial
Statement, Voluntary Report or Notice Event notice in addition to that which is specifically required by this
Disclosure Agreement, the Issuer shall have no obligation under this Disclosure Agreement to update such
information or include it in any future Annual Report, Annual Financial Statement, Voluntary Report or
Notice Event notice.

SECTION 8.  Termination of Reporting Obligation. The obligations of the Issuer and the
Disclosure Dissemination Agent under this Disclosure Agreement shall terminate with respect to the Bonds
upon the legal defeasance, prior redemption or payment in full of all of the Bonds, when the Issuer is no
longer an obligated person with respect to the Bonds, or upon delivery by the Disclosure Representative to
the Disclosure Dissemination Agent of an opinion of nationally recognized bond counsel to the effect that
continuing disclosure is no longer required.

SECTION 9.  Disclosure Dissemination Agent. The Issuer has appointed Digital Assurance
Certification, L..I..C. as exclusive Disclosure Dissemination Agent under this Disclosure Agreement. The
Issuer may, upon thirty days written notice to the Disclosure Dissemination Agent and the Trustee, replace
or appoint a successor Disclosure Dissemination Agent. Upon termination of DAC’s services as Disclosure
Dissemination Agent, whether by notice of the Issuer or DAC, the Issuer agrees to appoint a successor
Disclosure Dissemination Agent or, alternately, agrees to assume all responsibilities of Disclosure
Dissemination Agent under this Disclosure Agreement for the benefit of the Holders of the Bonds.
Notwithstanding any replacement or appointment of a successor, the Issuer shall remain liable until payment
in full for any and all sums owed and payable to the Disclosure Dissemination Agent. The Disclosure
Dissemination Agent may resign at any time by providing thirty days’ prior written notice to the Issuer.

SECTION 10. Remedies in Event of Default. In the event of a failure of the Issuer or the
Disclosure Dissemination Agent to comply with any provision of this Disclosure Agreement, the Holders’
rights to enforce the provisions of this Agreement shall be limited solely to a right, by action in mandamus
or for specific performance, to compel performance of the parties’ obligation under this Disclosure
Agreement. Any failure by a party to perform in accordance with this Disclosure Agreement shall not
constitute a default on the Bonds or under any other document relating to the Bonds, and all rights and
remedies shall be limited to those expressly stated herein.
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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 the interests of
Holders of the Bonds and would not, in and of itself, cause the undertakings herein to violate the Rule if
such amendment or waiver had been effective on the date hereof but taking into account any subsequent
change in or official interpretation of the Rule; provided neither the Issuer or the Disclosure Dissemination
Agent shall be obligated to agree to any amendment modifying their respective duties or obligations without
their consent thereto.

Notwithstanding the preceding paragraph, the Disclosure Dissemination Agent shall have the right
to adopt amendments to this Disclosure Agreement necessary to comply with modifications to and
interpretations of the provisions of the Rule as announced by the Securities and Exchange Commission from
time to time by giving not less than 20 days written notice of the intent to do so together with a copy of the
proposed amendment to the Issuer. No such amendment shall become effective if the Issuer shall, within 10
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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), except the capacity of the Issuer to enter
into this Disclosure Agreement and its enforceability against the Issuer shall be governed by and construed
in accordance with the laws of the State of South Carolina.

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.

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.I.C,,
as Disclosure Dissemination Agent

By:
Name:
Title:

BEAUFORT COUNTY, SOUTH CAROLINA,
as Issuer

By:
Name: Gary Kubic
Title: County Administrator
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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 Refunding Bonds, Series 2010_, $
Date of Issuance: , 2010
Date of Official Statement , 2010
CUSIP Number:
E-9
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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 Refunding Bonds, Series 2010_, $
Date of Issuance: , 2010

Date of Official Statement , 2010

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 , 2010, 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 Repository, and the State Information
Depository, if applicable, pursuant to Securities and Exchange Commission Rule 15¢2-12(b)(5)(i)(C) and
).

Issuer’s and/or Other Obligated Person’s Name:

Issuer’s Six-Digit CUSIP Number:

or Nine-Digit CUSIP Number(s) of the bonds to which this material event notice relates:

Number of pages of attached material event notice:

Description of Material Events Notice (Check One):

1. ___ Principal and interest payment delinquencies

2. Non-Payment related defaults

3. __ Unscheduled draws on debt service reserves reflecting financial difficulties
4, Unscheduled draws on credit enhancements reflecting financial difficulties
5. __ Substitution of credit or liquidity providers, or their fatlure to perform

6. __ Adverse tax opinions or events affecting the tax-exempt status of the security
7. Modifications to rights of securities holders

8. _ Bondcalls

9. _ Defeasances

10. __ Release, substitution, or sale of property securing repayment of the securities
11. __ Rating changes

12. __ Failure to provide annual financial information as required

13. __ Other material event notice (specify)

14.

I hereby represent that T 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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THE ISLAND PACKET

The Beaufort Gasette
STATE OF )
SOUTH CAROLINA ) AFFIDAVIT

COUNTY OF BEAUFORT )

Personally appeared before me a Notary Public, in and for State and County, aforesaid, Sara Johnson
Borton who being duly sworn according to law, deposes and says that she is the Publisher and President
of The Island Packet and The Beaufort Gazette, newspapers published Sunday through Saturday every
week in Beaufort County, NOTICE OF ADOPTION OF ORDINANCE, Notice is hereby given that
on September 13, 2010, the Beaufort County Council adbpted an ordinance entitled:
“ORDINANCE NO. 2010/14 AUTHORIZING THE ISSUANCE AND SALE OF GENERAL
OBLIGATION REFUNDING BONDS, SERIES 2010C, OR SUCH OTHER APPROPRIATE
SERIES DESIGNATION, OF BEAUFORT COUNTY, SOUTH CAROLINA, IN THE
PRINCIPAL AMOUNT OF NOT EXCEEDING $9,000,000; FIXING THE FORM AND DETAILS
OF THE BONDS; AUTHORIZING THE COUNTY ADMINISTRATOR OR HIS LAWFULLY-
AUTHORIZED DESIGNEE TO DETERMINE CERTAIN MATTERS RELATING TO THE
BONDS; PROVIDING FOR THE PAYMENT OF THE BONDS AND THE DISPOSITION OF
THE PROCEEDS THEREOF; AND OTHER MATTERS RELATING THERETO?” (the
“Ordmance”), was. pubhshed in the issue(s) of The Island Packet/The Beaufort Gazette on September
15,2010, "

S M«m e

Sara Johnson Borton,
Publisher and President
The Island Packet/The Beaufort Gazette

Subscribed and sworn to before
me this 15th of September, 2010.

Son. K Mueen

Notary Public for South Carolina |
My Commission Expires on July 13, 2020

The Istand Packet | The Beaufort Gazette ® 10 Buck Island Road | Bluffion, SC 29910 e P.O. Box 5727 | Hilton Head Island, SC 29938
Phone: (843) 706-8100 | (877) 706-8100 | Advertising Fax: (843) 706-5050 | News Fax: (843) 706-3070

www.islandpacket.com | www.beaufortgazette.com | e-mail: newsroom@islandpacket.com or gazette@beaufortgazette.com
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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 County Council of the County and that
attached hereto are excerpts of minutes of meetings of the County Council of the County held on August 9,
2010, August 23, 2010, and September 13, 2010, 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. 2010/14 which authorizes the issuance and sale of
not exceeding $9,000,000 General Obligation Refunding Bonds of the County.

In witness whereof, I have hereunto set my hand this 18" day of November, 2010.

\j& AL A B g\» b £
Clerk to County Council of Beaufort County,
South Carolina

(SEAL)
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August 9, 2010 Page 1 of 7

August 9, 2010

Official Proceedings
County Council of Beaufort County
August 9, 2010
The electronic and print media was 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. on Monday, August 9, 2010, in Council Chambers
of the Administration Building, 100 Ribaut Road, Beaufort, South Carolina.
ATTENDANCE

Chairman Weston Newton, Vice Chairman D. Paul Sommerville and Councilmen Steven Baer, Rick Caporale, Gerald Dawson, Brian Flewelling,
Herbert Glaze, William McBride, Stu Rodman and Laura Von Harten were present. Gerald Stewart absent.

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

INVOCATION
Councilman Gerald Dawson gave the Invocation.

MOMENT OF SILENCE )
The Chairman called for a moment of silence in remembrance of Doug Bauer, whodied Tuesday, August 3, 2010 at the Medical University of South
Carolina in Charleston. He was employed with Beaufort County as Supervisor of Facilities Maintenance for more than 15 years. He was a member
of Harmony Lodge #22 AFM and served his country in the United States Marines.

REVIEW OF PROCEEDINGS OF THE REGULAR MEETING HELD JULY 286, 2010

It was moved by Mr. McBride, seconded by Mr. Glaze, that Council approve the minutes of the regular meeting held July 26, 2010 . The vote
was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Flewelling, Mr. Glaze, Mr. McBride, Mr, Newton, Mr. Rodman, Mr. Sommerville and Ms. Von
Harten. ABSENT ~ Mr. Stewart. The motion passed .

PUBLIC COMMENT

The Chairman recognized Mr. Michael Lambuth, who is speaking on behalf of the Fins Swim Team as well as present swimmers, potential student
athietes and a number of feiiow county residents. One of his fondest childhood memories was swimming with friends and family at a municipal
pool. it is where he learned to swim and was taught the basics of water safety. Given the water activities in Beaufort County, the benefits of
accessible and safe aquatic facility to learn, practice and expand aquatic skiils cannot be understated. He is before Councii to seek endorsement
and support of an aquatic center at Buckwalter Regional Park (Park). An aquatic center at this Park has been part of the Master Plan; therefore,
there is no time like the present to initiate some action of its construction. County-operated swimming pools are aging and becoming overcrowded,
which limits the ability for groups and individuals to use the facilities, and is even forcing some swimming teams, such as the Fins, to seek use of
private community pools as well as travel to Savannah just to train, A properly designed and modern facility would address these probiems and
provide numerous opportunities and benefits to residents of all ages. An aquatic center wouid introduce children to the fun, enjoyment and benefits
of swimming and, most importantly, in an area to teach water safety in a monitored environment. It would aiso provide a place for family and
friends to enjoy the water year round, hot or cold. It wouid provide a central gathering point for people of all ages to engage in group activities that
will prompt healthy lifestyles and improve individual fitness. As a training facility, this would be a convenient location for year-round student and
team training as they prepare to participate in organized competitive swimming and activity that establishes friendships, builds camaraderie, boosts
self esteem and can lead to scholarship opportunities for our young people. This faciiity could aiso host aquatic rehabiiitation programs that can
help injured people return to an active lifestyle by providing a year-round location for low-impact strengthening exercises. Designed around a large
lap pool and a training and hydrotherapy pooi a facility of this nature would not only benefit the health and enjoyment of everyone, but could also
help generate some local business revenue. Designed not only for local community use, but also to support regional swimming competitions, this
facility could periodically bring in hundreds of swimmers and their families from throughout South Carolina and adjacent states. These visitors
would stay in our hoteis, eat in our restaurants and patronize our locai businesses. As our communities continue to grow, this introduction of a
functional aquatic center at the Park will answer current and future needs of a growing community. it would be an investment in our community
that would benefit all for decades to come, He submitted a petition containing 1,400 signatures calling on County Council and Bluffton Town
Council to proceed with designing and constructing of an Aquatic Fitness Center at the Buckwatler Reglonal Park.

The Chairman commented there is probably not a member of Council who would not like to see an aquatic center at Buckwalter at some point.
Funds, obviously, are a littie bit challenging in this current economic environment. The gymnasium, skate park, soccer fields opened this year.
Park impact fees paid in southern Beaufort County,i.e., a consideration portion thereof, have been used to pay for those facilities. In the present
environment it is an impact fee that does not generate very much money. Hopefully, in a not-to-distance future we will be at a point where we are
talking about moving forward in those directions.

Mr. Merritt Patterson, a Beaufort City resident, spoke to a drainage issue along SC Highway 802 and the performance of the Dennis Corporation.
He owns some 53 acres on both sides of the highway along Shell Point Elementary School. As you know, the county is funding with public funds
improvements to that highway as well as other highway improvements countywide. From the early days he recognized that these improvements
would generate a potential drainage issue. He participated in both public hearings, met individually with Collins Engineering (design engineer
working as a subcontractor for Dennis Corp.) and subsequently sent a letter to county engineering that referred him to the Dennis Corporation.
The road is actually being elevated for various reasons and the contractor has filled all roadside ditches. From the outset, before the design was
completed, Mr. Patterson wanted the back drainage, so the water that went in the ditches had somewhere to go. The land is low and flat. It does
not drain well. And that is why it was never developed. It runs from an elevation 20 down to elevation 10. It is ditch on his families’ farm, from the
1920s, that drains the water. This road Is four to five feet -- basically a dike. He has repeatedly tried to get the Dennis Corporation to meet with
Mr. Jim O'Connor, with Collins Engineering, and review the design from the beginning. They have never met. The last meeting Mr. Patterson had
with Ms. Myer Manning, field engineer for Dennis Corp., was May 3, 2010. Ms. Manning saw the file where the issue had not been addressed,
promised to look into the matter, promised not to sit on it and promised she would get back with him, As of this date, Mr. Patterson has not heard
back from Ms. Manning. Mr., Patterson contacted him today and yet received another apology. Mr. Patterson is before Council to tell members
that an apology will not make the water drain anywhere. He needs Ms. Manning to address the problem. Mr. Patterson does not think the Dennis
Corporation is doing Council a good service and is asking Council today, as an oversight, to direct the County Administrator and Engineering
Department to look into this. After two years of attempting to have Collins Engineering and Dennis Corporation to look into it, they are refusing to
do so or are unabie to do so. Mr. Patterson is unable to resolve this issue. Obviously, when we cannot resolve something, bad things occur.

Mrs. Andrea Allen, representing Citizens Against Violence Everywhere (CAVE), announced an upcoming event that will benefit our youth and
adults. The second Youth Speak Out in Beaufort County, sponsored by CAVE and Boys and Girls Club of the Lowcountry, will be held Saturday,
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August 28 at the Boys and Girls Club of Hilton Head Island. This event will run from 4:00 p.m. to 7:00 p.m. The program will feature entertainment,
youth speaking out on issues that concern them in a variety of ways including skits, poetry, or the speaking word (as we now call it), speeches, rap
and community motivation speakers. We invite all youth, parents and concerned adults to come out for this event. CAVE is a broad-based
grassroots community coalition of key stakeholders including parents, youth local citizens, politicians, law enforcement and businesses with a
vision of creating a non-violent, safe and nurturing community. We are dedicated and encourage our citizens to stand against violence, drugs,
gangs and other threats to our children and young aduits. Hosting community forums, CAVE seeks to increase awareness and support programs
that provide wholesome, youth and family activittes. Decreasing violence in our neighborhoods and creating a safe, wholesome Beaufort County is
important to aii of us who live here and can only be accomplished by aii of us taking an active roie in our commitment to wanting a safe
environment for all of our famiiies.
Mr. Giaze encouraged Council and others to attend this important event.
Mr. Rob Rhodin, a Beaufort City resident, inquired of the status of burying the power lines in the City of Beaufort,
The Chairman repiied that is a matter for Beaufort City Council. He asked Mr. Rob McFee, Deputy Director Engineering and infrastructure, if he
had any information on the particulars of putting the power lines underground.
Mr. McFee replied the only subject he is famiitar with is burying of power lines on Boundary Street. He wili provide Mr. Rhodin contact information
for the Beaufort City Manager and City Counciimen.

COUNTY ADMINISTRATOR'S REPORT
The County Channel

Mr. Gary Kubic, County Administrator, said The County Channel upcoming productions demonstrates our capacity as Council and Administration to
find ways to better communicate with our citizens. The Broadcast Services Team is working with MIS on the new County website. They are
arranging a speciai video presentation that will appear oniine to help citizens understand the layout of the new site. This invoives use of a “green
screen” effect, which allows video to overlay the text in a visuaily advanced and exciting new way. The South Carolina Association of Counties
held its annual conference last week on Hilton Head Island. Chairman Newton gave welcoming remarks which were captured on video by The
County Channel and will air this week between programs. The Broadcast Services Team is also working with USCB on a Sandshark Baseball
recruitment video fo recruit new team players and students. The project is part of an ongoing partnership with USCB to broadcast baseball and
possibly other sports in the future. *

Two-Week Progress Report

Mr. Gary Kubic, County Administrator, circulated copies of his Two-Week Progress Report, which summarized his activities from July 26, 2010
through July 23, 2010.

Recognition of Fred Furman, Disabilities and Special Needs Employee

Mr. Gary Kubic, County Administrator, remarked it is always heartening to learn about a Beaufort County employee who has gone above and
beyond in his job to help one of our citizens. Beaufort County Disabilities and Special Needs service worker, Mr. Fred Furman, wanted to help Mr.
Cassie Hamilton of Lady’s "Island’, a ciient who needed some special assistance. She needed a better place to live and Fred Furman could not sit
idly by. Through the help of volunteers, he found Ms. Hamilton a new mobile home. It came from a church group in Mt Pleasant. He also
arranged for volunteers to have it set up on her property. He then found a team of your people from Main Street United Methodist Church in Dillon
and arranged for them to stay at the Sea Island Presbyterian Church while they built a large wheelchair ramp. All of this is not in Fred's job
description, but he went the extra mile, Fred Furman did not have to extend himself in this manner. But, he worked beyond his regular duties to
help Ms. Hamilton.

The Chairman recognized Fred Furman and on behalf of Council presented him a plaque for his commitment to helping people in need and for his
professionalism, dedication and willingness to go above and beyond the call of duty.

DEPUTY COUNTY ADMINISTRATOR'S REPORT

Four-Week Progress Report

Mr. Bryan Hill, Deputy County Administrator, circulated copies of his Two-Week Progress Report, which summarized his activities from July 26,
2010 through August 6, 2010.

South Carolina Assoclation of Counties / J. Mitchell Graham Memorial Award

Mr. Bryan Hill, Deputy County Administrator, reported the County patticipated in the J. Mitchell Graham Memorial award competition at the annual
conference of the South Carolina Association of Counties. Beaufort County enteredThe County Channel as its project. The narrative provided an
overview, history and creation of the channel and talked about the geographic challenges the county faces. Mr. Hill and Mr. Scott Grooms played a
three-minute video which highlighted our program and then answered questions from the three judges. Beaufort County was not the recipient of
this year's award, but did receive a participation plaque. The award is presented by the South Carolina Association of Counties for progress and
achievement by a County government in South Carolina. This competition is an effort by the Association of Counties to recognize outstanding
accomplishments by County governments in our State. The award is presented as a tribute to the influence and leadership of the late J. Mitchell
Graham, a member of Charleston County Councit for 18 years, 10 of those years as Chairman. Mitchell Graham also served as president of the
Association of Counties.

Mr. Newton thanked Mr. Scott Grooms, Ms. Suzanne Larson and Mr. Rob Lewis for all their good work they do with The County Channel and
broadcasting of public information.

PHASE 5A ROADWAY PORTION ONLY

This item comes before Council under the Consent Agenda. |t was discussed and approved at the August 4, 2010 Public Faciliies Commitiee
meeting.
It was moved by Mr, Rodman, seconded by Mr. Glaze, thai Council award a contract to Cleland Site Prep. Inc. in the amount of $11,578,529.71 for
the construction of the Bluffton Parkway Phase 5A from Burnt Church Road to Buckingham Plantation Road. The funding source is 1% Sales Tax
Road Improvement Program, Account #33401-54500. The vofe was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Flewelling, Mr. Glaze, Mr.
McBride, Mr. Newton, Mr. Rodman, My, Sommerville and Ms. Von Harten. ABSENT — Mr. Stewart. The motion passed .

AUTHORIZING THE ISSUANCE AND SALE OF GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C, OR SUCH OTHER
APPROPRIATE SERIES DESIGNATION, OF BEAUFORT COUNTY, SOUTH CAROLINA, IN THE PRINCIPAL AMOUNT OF NOT EXCEEDING

9,000,000 }

This item comes before Council under the Consent Agenda. It was discussed and approved at the August 4, 2010 Finance Committee meeting.

1t was moved by Mr. Rodman, seconded by Mr. Glaze, that Council approve on first reading an ordinance authorizing the issuance and sale of
general obligation refunding bonds, series 2010C, or such other appropriate series designation, of Beaufort County, South Carolina, in the principal
amount of not exceeding $9.000,000. The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Flewelling, Mr. Glaze, Mr. McBride, Mr.
Newton, Mr. Rodman, Mr. Sommerville and Ms. Von Harten, ABSENT — Mr, Stewart. The motion passed .
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RECONVENE OF EXECUTIVE SESSION

It was moved by Mr. McBride, seconded by Mr. Sommerville, that Councii authorize the County Administrator to enter into an agreement for the
purchase and renovation of a new community residence in the amount of $350,000. The vote was: FOR — Mr, Baer, Mr. Caporale, Mr. Dawson,
Mr, Flewelling, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville and Ms. Von Harten, ABSENT — Mr. Stewart. The motion

passed .
ADJOURNMENT

Council adjourned at 6:48 p.m.
COUNTY COUNCIL OF BEAUFORT COUNTY
By:

Wm. Weston J. Newton, Chairman
ATTEST:
Suzanne M. Rainey, Clerk to Council
Ratified: August 23, 2010
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August 23, 2010

Official Proceedings
County Council of Beaufort County
August 23, 2010
The electronic and print media was 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. on Monday, August 23, 2010, in Councll
Chambers of the Administration Building, 100 Ribaut Road, Beaufort, South Carolina,
ATTENDANCE

Chairman Weston Newton, Vice Chairman D, Paul Sommerville and Councilimen Steven Baer, Rick Caporale, Gerald Dawson, Brian Flewelling,
Herbert Glaze, William McBride, Stu Rodman Gerald Stewart, and Laura Von Harten were present.

PLEDGE OF ALLEGIANCE
The Chairman ied those present in the Pledge of Aliegiance to the Flag.

INVOCATION
Councilman Stu Rodman gave the Invocation.,
REVIEW OF PROCEEDINGS OF THE REGULAR MEETING HELD AUGUST 9, 2010

it was moved by Mr. Flewelling, seconded by Mr. Glaze, that Council approve the minutes of the reqular meeting held August 9, 2010 ., The vote
was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Fiewelling, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommervilie and Ms. Von
Harten, ABSTAINED — Mr. Stewart. The motion passed .

PUBLIC COMMENT

The Chairman recognized Mr. Rick Butler, a Lady's "Isiand’ resident and Best for Beaufort member, remarked SundayBeaufort Gazette said just
tough if a minority perhaps won't even be able to use their property when the F-35B comes. This is several thousand of your constituents. Just
toss us under the bus. He disagrees. We can do better at finding helpful compromises so we can all live with the F-35B whichever aiternative Is
chosen wherever you iive in the county. Several siides were displayed. The first slide shows the existing safety zones in yeiiow and orange. The
oniy new proposal in the Environmental impact Study (EiS) is shown in purple, the safety zone for the LHD/LHA crash pad/zone. But something
else is missing here, In Chapter 4-40, page 202, of the EIS, “Under any action alternatives, additional, new Clear Zones and Accident Potential
Zones (APZ) would be established for the Vertical Landing (VL) pads and LHD/LHA Training Facliity.” But there is not a trace in the draft of where
these student drives wili need safety zones to get in or out of these five pads. Existing neighborhoods that are affected by these nearest pads, in
red, are ali within 2.5 miles of the two outmost pads, including the County Administration Building. What can iocal government do to best help
balance the scales and iimit properiy ioss, quaiity of life issues, whichever alternative is selected by the Marine Corps? Only your interest can
make these small essential changes, which will make living with this more tolerable for us all. Keep tracking the vitai LHD/LHA location issue.
Moving this aircraft carrier simulated deck toward the center of the base is essential as this wiil be the key noise source the F-35B will bring to
Beaufort. Most of the hovering is going to take place over this deck. Here is where the pilots will balance on their thunder's exhaust. These are
key noise sources. Even a half mile further from living under these learner-permit pilots would realiy help your neighbors. There are some other
things you could do to help us at no risk to any of the alternatives being proposed. The draft EIS never discusses these five iitlle pads. They are a
real center piece to the change to base operations. Convey your concerns to make MCAS Beaufort the best neighbor it can be.

Mr. Jim Rowe, a Pleasant Point Plantation resident and Best for Beaufort (B For B) member, asked, "What is Best of Beaufort’? It is a collation of
neighbors from the Beaufort area dedicated to the acquisition, examination and provision of factual data related to the proposed basing of the F-
35B at the Beaufort Air Station. B For B also serves as a forum for the discussion and formal expression of concerns and positions related to the F
-35B's impact on the maintenance and enhancement of our most fundamentally and commoniy-shared value, our qualiity of life. You have already
heard from one of our members. You are going to hear today from two others who will be addressing specific components of our mutual quaiity of
life issues that will indeed be directly affected by the operation of the F-35B at the Beaufort Alr Station should this plane ever come to town. in
closing, the members of B For B have an abiding respect for the iong and proud relationship the Marine Corps has had with the American peopie.
B For B is impelled to action iargely by their respect and reverence for greater Beaufort's natural and historic environment. it is our commitment
that we will involve ourseives with those pubiic officials who have an open ear and open heart and an open mind to make this the very special
place we cali home,

Ms. Teresa Bruce, a Beaufort City resident, stated as a former reporter she is very concerned about the incomplete noise impact
information that has been presented to the public so far concerning the basing of the F-35Bs in Beaufort. She is not retired. She
represents the generation who, thanks to the internet, can work anywhere we live as long as we can hear ourselves think and as long as
if we have kids they can go to school on a good night’s sleep. She has studied her copy of the draft Environmental Impact Statement
(EIS) and two-thirds of it deal with the noise impact of any of these basing options. That says to her the Navy acknowledges the noise
impact is the chief environmental impact that we will be facing here in Beaufort in its basing decision. Yes, this noise impact analysis
is based on the wrong plane, the wrong neighborhoods and the wrong flight operations. Wrong plane because the actual variant
Beaufort is scheduled to get, the F-35B, is so far over budget and behind schedule the Navy, itself, tells us safety and noise results will
not be available until 2013. That is after the training facilities will already be built here and too late to change course. We are told to
just presume the noise will be about as loud as any of the other variants. Presume that a heavier engine that can literally invert itself
underneath like a rocket to do vertical landings will have the same loudness as planes that cannot do that. She finds that an illogical
hypothetical. We deserve better numbers. We are also told the noise impacts were modeled on 13 representative communities. Guess
what; that is wrong too. The 13 representative communities in this book do not include Pigeon Point, Pleasant Point, Red Bluff, in
fact, the entire northern half of Lady’s Island is left out of those representative communities. The closest one they studied was around
Publix’s on Lady’s Island. That seems to be a little ingenuous to be studying communities that aren’t really impacted by the noise and
saying that those communities are representative. We do know the vertical landings and short takeoffs will be the loudest new flight
operations Beaufort has ever seen. Where that new training happens is critically important, They are going to build an entire new
runway that simulates the short takeoff capabilities on an aircraft carrier and they call that an amphibious assault deck and six vertical
landing pads where those plans will do their vertical landings. They are also going to fill in two acres of marsh to do that. Guess
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This item comes before Council under the Consent Agenda. It was discussed and approved at the August 10, 2010 Natural Resources Committee
meeting.

It was moved by Mr. Stewart , seconded by Mr. McBride, that Council approve the recommended operational aiternative and recommendations
for the first two Minimum Control Measures of Education and Public involvement. The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr.
Flewelling, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart and Ms. Von Harten. The motion passed .

AN ORDINANCE TO AMEND CHAPTER 18 OF ARTICLE lll (BUSINESS AND PROFESSIONAL LICENSE) ‘

This item comes before Council under the Consent Agenda. It was discussed and approved at the August 4, 2010 Finance Committee meeting.

it was moved by Mr. Stewart, s econded by Mr. McBride, that Council approve on third and final reading an ordinance to amend Chapter 18 of
Article 1l (Business and Professional License). The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Flewelling, Mr. Glaze, Mr.
McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart and Ms. Von Harten. The motion passed .

AUTHORIZING THE ISSUANCE AND SALE OF GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C, OR SUCH OTHER
APPROPRIATE SERIES DESIGNATION, OF BEAUFORT COUNTY, SOUTH CAROLINA, IN THE PRINCIPAL AMOUNT OF NOT EXCEEDING
$9.000,000
This item comes before Council under the Consent Agenda. |t was discussed and approved at the August 4, 2010 Finance Committee meeting.

It was moved by Mr. Stewart , seconded by Mr. McBride, that Council approve on second reading an ordinance authorizing the issuance and
sale of general obligation refunding bonds, series 2010C, or such other appropriate series designation, of Beaufort County, South Carolina, in the

principal amount of not exceeding $9,000,000. The vote was: FOR — Mr. Baer, Mr. Caporale, Mr, Dawson, Mr. Flewelling, Mr. Glaze, Mr. McBride
Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart and Ms, Von Harten. The motion passed .

The Chairman announced a public hearing would be held Monday, September 13, 2010 beginning at 6:00 p.m. in the large meeting room of the
Hilton Head Island Branch Library.

RESOLUTION ADOPTING THE COUNTY AND FIRE DISTRICT FISCAL YEAR 2010/2011 MILLAGE RATES
This item comes before Council under the Consent Agenda. it was discussed and approved at the August 23, 2010 Finance Committee meeting.

It was moved by Mr. Stewart , seconded by Mr. McBride, that Council adopt a resolution approving the County and Fire District fiscal year
2010/2011 millage rates as follows: Couniy operations 40.21 mills, Purchase of Real Property Program 2.76 mills and County debt service 4.57
mills; Bluffton Fire District operations 19.67 mills and debt service 0.38 milis; Burton Fire District operations 55.87 mills and debt service §.53 mills;
Daufuskie Isiand Fire District operations 30.72 miils and debt service 0.00 mills; Lady’s island/St. Helena Island Fire District operations 31.00 milis
and debt service 1,50 mills; and Sheidon Fire District operations 32.22 mills and debt service 2.18 mills. The vote was: FOR — Mr. Baer, Mr.
Caporale, Mr. Dawson, Mr. Flewelling, Mr. Glaze, Mr. McBride, Mr, Newton, Mr. Rodman, Mr. Sommerville, Mr, Stewart and Ms. Von Harten. The
motion passed . )

ZONING MAP AMENDMENT/ REZONING REQUEST ON LADY’'S ISLAND R201-15-118, -508, -509, AND -510 (4 PROPERTIES) FROM
LADY’S ISLAND COMMUNITY PRESERVATION (LICP) AND PROFESSIONAL OFFICE DISTRICT (POD)} TO VILLAGE CENTER (VC)

This item comes before Council under the Consent Agenda. It was discussed and approved at the August 10, 2010 Natural Resources Committee
meeting.

it was moved by Mr, Stewart , seconded by Mr. McBride, that Council approve on first reading a requested rezoning to Lady’s Island R201-15-
118, -508, -5609 and -510 (four properties) from Lady's Island Community Preservation (LICP) and Professional Office District (POD) to Village
Center (VC). The vote was; FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Flewelling, Mr, Glaze, Mr. McBride, Mr, Newton, Mr. Rodman, Mr.
Sommerville, Mr. Stewart and Ms. Von Harten. The motion passed .

TEXT_AMENDMENT TO THE ZONING AND DEVELOPMENT STANDARDS ORDINANCE (ZDSO), ARTICLE V: TABLE 106-1098,
GENERAL USE TABLE, COMMERCIAL USES -~ COMMERCIAL RETAIL, NEIGHBORHOOD (ADDS ALLOWABLE USE OF VARIETY
STORES); AND SECTION 106-1285(D){(1) COMMERCIAL RETAIL, NEIGHBORHOOD (ADDS 10,000-SQUARE FOOT LIMITATION FOR
VARIETY STORES IN RURAL BUSINESS DISTRICTS)

This item comes before Councii under the Consent Agenda, It was discussed and approved at the August 10, 2010 Natural Resources Commitiee
meeting.

it was moved by Mr. Stewart , seconded by Mr. McBride, that Council approve on first reading a text amendment to the Zoning and
Development Standards Ordinance (ZDSQ), Article V: Table 106-1098 General Use Table, Commercial Uses — Commerciai Retail, Neighborhood
{adds allowable use of variety stores); and Section 106-1285(D)(1) Commercial Retail, Neighborhood (adds 10,000-square feet limitation for variety
stores in Rural Business Districts). The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Flewelling, Mr. Glaze, Mr. McBride, Mr.
Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart and Ms. Von Harten. The motion passed .

T EXT AMENDMENT TO THE BEAUFORT COUNTY ZONING AND DEVELOPMENT STANDARDS ORDINANCE (ZDSQ), ARTICLE |,
SECTION 106-9(B){(1)--NONCONFORMITIES (ADDS SUBSECTION THAT ALLOWS NONCONFORMING HISTORIC BUILDINGS TO BE
ADAPTIVELY REUSED AND BECOME CONFORMING THROUGH APPROVAL OF A SPECIAL USE PERMIT)

This item comes before Council under the Consent Agenda. It was discussed and approved at the August 10, 2010 Natural Resources Committee
meeting

it was moved by Mr. Stewart, seconded by Mr. McBride, that Council approve on first reading a text amendment to the Beaufort County Zoning
and Development Standards Ordinance (ZDSO). Article I, Section 106-9(B)(1) — Nonconformities (adds subsection that allows nonconforming
historic buildings to be adaptively reused and become conforming through approval of a_special use permit). The vote was: FOR — Mr. Baer, Mr,
Caporale, Mr. Dawson, Mr. Flewelling, Mr, Glaze, Mr. McBride, Mr. Newton, Mr, Rodman, Mr. Sommerville, Mr, Stewart and Ms. Von Harten. The

motion passed .
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Mr. McBride, as Community Services Committee Chairman, nominated Mrs. Judy Lohr to serve as a member of the Alcohol and Drug Abuse
Board.
Mr. McBride nominated Dr. Joseph Brown to serve as a member of the Alcohol and Drug Abuse Board.
Mr. McBride, as Community Services Committee Chairman, nominated Mrs. Algreda Ford to serve as a member of the Disabilities and Special
Needs Board. :

Finance Committee

Natural Resources Committee

Stormwater Retrofit Contract, Phase 2

Mr. Sommervilie, as Natural Resources Committee Chairman, reported members received information on the second phase of the Stormwater
Retrofit Contract. Staff appeared before the Committee at its December meeting to give information about an engineering firm assisting with
regional and non-regional retrofit projects. Subsequent to that approval, it decided to just do the first phase — the regionai system. Now, after a
iong negotiation process, staff has come up with a scope for the second phase — the non-regional system. The initial estimate was between
$56,230 and $68,200, whiie the finai contract wili be $39,100. The overall retrofit contract is a cooperative agreement among the County and the
municipalities (paying 50% of these confracts). This is the final phase of this to complete the retrofit funding for the studies. Commitiee approved
the Ward Edwards proposal called "Non-regional BMP Conceptual Engineering Design” in the amount of $39,100.

Construction Adjustments and Appeals Board

Mr. Sommerville, as Natural Resources Committee Chairman, nominated Mr. Albert Thomas, representing design profession/contractor/building
industry, to serve as a member of the Construction Adjustments and Appeals Board,

Public Safety Committee
Bluffton Fire District

Mr. David Meeder

The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Flewelling, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommenville, Mr.
Stewart and Ms. Von Harten. Mr. David Meeder garnered the six votes required fo serve as a member of the Bluffton Fire District .

Lowcountry Regional Transportation Authority

There are two candidates for one vacancy.

Mr. Mark McCain

The vote was: FOR — Mr. Baer, Mr. Dawson, Mr. Flewelling, Mr. Glaze, Mr. McBride, Mr. Sommerville, Mr. Stewart and Ms, Von Harten. Mr. Mark
McCain garnered the six votes required to serve as a member of the Lowcountry Regional Transportation Authority .

Mr. Al Wattay

The vote was: FOR — Mr. Rodman. Mr. Al Wattay failed to_garner the six votes required to serve as a member of the Lowcouniry Regionai
Transportation Authority . :

Mr. Caporale and Mr. Newton did not vote.

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

CITIZENS AGAINST VIOLENCE EVERYWHERE (CAVE)

Mr. Glaze announced an upcoming event that will benefit our youth and adults. The second Youth Speak Out in Beaufort County, sponsored by
CAVE and Boys and Girls Club of the Lowcountry, will be held Saturday, August 28 at the Boys and Girls Club of Hilton Head Island. This event
will run from 4:00 p.m. to 7:00 p.m.

PUBLIC COMMENT

There were no requests o speak during public comment.
ADJOURNMENT

Council adjourned at 6:52 p.m.

COUNTY COUNCIL OF BEAUFORT COUNTY
By:

Wm. Weston J, Newton, Chairman
ATTEST:
Suzanne M. Rainey, Clerk to Council
Ratified: September 27, 2010
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September 13, 2010

Official Proceedings
County Councll of Beaufort County
September 13, 2010
The electronic and print media was duiy notified in
accordance with the State Freedom of Information Act.
The reguiarly scheduled meeting of the County Councii of Beaufort County was held at 4:00 p.m. on Monday, September 13, 2010, in the large
meeting room of the Hilton Head Isiand Branch Library, 11 Beach City Road, Hiiton Head Island, South Carolina.
ATTENDANCE

Chairman Weston Newton, Vice Chairman D. Paul Sommerville and Counciimen Steven Baer, Rick Caporaie, Gerald Dawson, Brian Fleweiling,
Herbert Giaze, William McBride, Stu Rodman, Gerald Stewart and Laura Von Harten.

PLEDGE OF ALLEGIANCE
The Chairman led those present in the Pledge of Aliegiance to the Flag.
MOMENT OF SILENCE

Chairman Newton called for a moment of silence in recognition of the anniversary of September 11, 2001 Terrorists Attack on
America., ,

INVOCATION
Counciiman Herbert Glaze gave the Invocation.
REVIEW OF PROCEEDINGS OF THE REGULAR MEETING HELD JUNE 14, 2010

It was moved by Mr. McBride, seconded by Mr. Glaze, that Councii approve the minutes of the regular meeting held June 14, 2010 . The vote
was: FOR —Mr. Caporale, Mr. Dawson, Mr. Fleweliing, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville and Mr. Stewart,
ABSENT — Ms. Von Harten., ABSTAINED — Mr. Baer. The motion passed .

PROCLAMATIONS
Active Adult Challenge Weeks

The Chairman proclaimed October 25 through November 5, 2010 as Active Adult Challenge Weeks. Ms. Cheri Bronsky, Fithess Director at Sun
City accepted the proclamation.

httn:/NNlibrarv2 . municode.com/minutes/DocView/30071/1/275/292 6/7/2011
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Council to telf them no because we are worried about some precedence elsewhere in the county, seems to turn down the very thing that we
promote - protection of our environmental resources that we have been given. This area is along the May River. These folks want to protect it to
the point they are willing, so to speak, to put their money where their mouth is. The Town of Bluffton endorsement and commitment to this project
is, as well, predicated on their being voting members of the aesthetic review board as it relates to projects within the CP. While Mr. Newton’s
understands members of our Planning Commission, who are opposed to this saying that this is bad precedence and how would you stop it, we
have asked the folks to come forward with a set of standards that they want. They have come forward with even something much more restrictive
than current zoning standards. All they want is to have a say about what happens. One of the concerns in the greater Bluffton area that has been
expressed is that the blue roof on Best Buy is nothing that they would never have allowed. If the blue roof on Best Buy is the type of thing that is
going to be approved in their CP Disfrict, then, perhaps, they are better served annexing into the Town of Bluffton where the know they wili have a
voice. This motion to amend is nothing Mr. Newton can even begin to support. He suspects Mr, Stewart is probably in a like position; but Mr.
Stewart will speak for himself. This is something that has been recommended by staff and recommended to these folks throughout the entire
process.
Mr. Flewelling said he did not hear anything about how we would stop this precedent in the future for any other CP District. Every other CP District
will advocate the same thing that they are giving up certain rights of developing in acquiescence to our desire to have CP Districts to move in and
heip guide this. He does not know why May River is freated any differently than any other CP District. Why do they get more rights to determine
their fate than any other CP District? Mr. Flewelling is not saying this is necessarily a bad thing. All he is saying is once we do this we will not be
able to deny it on logical grounds to any other CP District.
Mr. Newton replied the short answer is, “they asked.” If you are willing to impose that strict of a burden on yourself and you ask for it, why we
would not want people in the community, who are offering up their own type of zoning standards, to be involved in the process. It is a wonderful
precedence and would encourage it.
Mr. Flewelling asked, "Don't ali CP Districts give up that same type of development potential™? They are all doing that same thing.
Mr. Newton replied this is joint corridor review that transcends the jurisdictional boundaries of the county and town. He does not know if we have
another set of circumstances anywhere in the county where a joint corridor review board is made up of members of the two town councils as well
as the county which overlays this area.
Mr. Stewart agrees with what Mr. Newton is saying. Mr. Stewart's concern now is where this joint corridor review board stands at present. If we
truly have that joint relationship, he does not see any probiem. The fact of the concessions that this group has made and as long as other CP
Districts want to come forward and give similar types of concessions above and beyond the current zoning standards, Councii would certainly
consider It and probably give them that kind of concession.
Mr. Criscitiello commented staff originally recommended we do this. It was the Planning Commission that chose to raise the issue that Mr.
Flewelling is offering. It was not an easy decision on the part of the Planning Department to endorse this idea. We thought about that very thing
from the very beginning when we were working with the Committee about the precedential value that this could create down the road. In reflection
on this issue, whether or not it is a problem or not a problem to be concerned about in the future, many CP Districts are inactive or are defunct,
consequently the opportunity is probably more apparent than real. The other aspect of It, in the future perhaps Lady's Island CP Disfrict and St.
Helena Isiand CP District may request stricter standards. Is that a bad thing; probably not. The whole thing going forward with form-based code, it
is going to really require our Corridor Review Boards to have a very large role in terms of design and appearance. If we are looking at specific
areas of the county (anticipating things that have not yet come to Council), then the opportunity for design review, in terms of how things look or
how the form is incorporated in terms of development, it may not be a bad thing.
Mr. Flewelling stated he is not necessarily opposed to CP Disfricts having this say on corridor review boards or any other board or commission, He
just thought the matter had not been discussed in the public arena ioud enough or with enough force.
Vote on the motion to amend by substitution.
The vote was: FOR — Mr. Flewelling, OPPOSED ~ Mr. Baer, Mr. Caporale, Mr. Dawson, Mr. Glaze. Mr. McBride, Mr. Newton, Mr. Rodman, Mr,
Sommerville, Mr. Stewart and Ms. Von Harten. The motion failed .
The Vice Chairman passed the gavel back to the Chairman in order to continue the meeting.
Vote on the main motion.
The vote was: FOR — Mr, Baer, Mr. Caporale, Mr. Dawson, Mr. Flewelling, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr, Sommerville, Mr.
Stewart and Ms. Von Harten. The motion passed .
The Chairman announced a public hearing would occur on Monday, September 27, 2010, beginning at 6:00 p.m. in Council Chambers of the
Administration Building, Beaufort.

PUBLIC HEARINGS
AUTHORIZING THE ISSUANCE AND SALE OF GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C, OR SUCH OTHER
APPROPRIATE SERIES DESIGNATION, OF BEAUFORT COUNTY, SOUTH CAROLINA, IN THE PRINCIPAL AMOUNT OF NOT EXCEEDING
$9,000,000
The Chairman opened a public hearing at 6:13 p.m. for the purpose of receiving information from the public regarding an ordinance authorizing the
issuance and sale of General Obligation Funding Bonds, Series 2010C, or such other appropriate series designation, of Beaufort County, South
Carolina, in the principal amount of not exceeding $9,000,000. After calling three times for public comment and receiving none, the Chairman
declared the hearing closed at 6;:14 p.m.
It was moved by Mr. Rodman, as Finance Committee Chairman (no second required), that Council approve on third and final reading an ordinance
authorizing the issuance and sale of General Obligation Funding Bonds, Series 2010C, or such other appropriate series designation, of Beaufort
County, South Carolina, in the principal amount of not exceeding $9,000,000. The vote was: FOR — Mr. Baer, Mr. Caporale, Mr. Dawson, Mr.
Flewelling, Mr. Glaze, Mr. McBride, Mr. Newton, Mr. Rodman, Mr. Sommerville, Mr. Stewart and Ms. Von Harten. The motion passed .
AN ORDINANCE AUTHORIZING A LOAN OF HOSPITALITY TAX FUNDS TO HERITAGE CLASSIC FOUNDATION FOR THE
PROCUREMENT OF THE 2011 PGA HERITAGE GOLF TOURNAMENT TO BE HELD ON HILTON HEAD ISLAND, SOUTH CAROLINA
The Chairman opened a public hearing at 6:15 p.m. for the purpose of receiving information from the public regarding an ordinance authorizing a
loan of hospitality tax funds to Heritage Classic Foundation for the procurement of the 2011 PGA Heritage Golf Tournament to be held on Hilton
Head Island, South Carolina. After calling three times for public comment and receiving none, the Chairman declared the hearing closed at 6:16
p.m.
Mr. Baer remarked he has been studying the Heritage issue in detail with three goals; (1) Find a way to keep the Heritage functional here for more
than just this year. (2) Preserve taxpayer funds and make sure they are used wisely. (3) Understand the Heritage's finances in order to accomplish
those goals. He has felt, and continues to strongly feel that this is like GM. We need to save it, but if they want government money, they must also
accept some government oversight. His first analysis is published in the minutes of the County Council Finance Committee of August 9, 2010.
Since then Mr. Rodman and he has had a very productive meeting with the Heritage's CFO and obtained additional data.
Mr, Baer has a few additional observations and comments: (i) Ticket Prices- Many of the total numbers (less than 10,000 of 27,435) in the
Clemson study are not really badges sold to the General public. It is good that the HCF is looking to increase ticket revenues and other options
such as day passes to increase revenues. (ii) Clemson Study - This is a very fine study. There are some anecdotal cautions about their sampling
method, but even if the spending numbers are discounted, the Heritage is a still a big revenue producer. One interesting point is their very cautious
methodology using low indirect and multiplier assumptions. People, who quote economic studies to us, such as airport economics, which use
much higher ratios, should very carefully read the discussion of this in the Clemson Study. (iii) Other Revenue Potential - One thing Is clear from
the Clemson Study. A iot of money ($2,386 / Badge) is being spent here on lodging, food, entertainment and retail. (From his previous comments it
is not clear the accommodations tax is capturing all of the lodging part that it should.) But a more basic comment needs to be: The hotels (who he
understands raise their rates during the tournament), restaurants and amenities that make this money need to provide their share of support, as the

htto://librarv2.municode.com/minutes/DocView/30071/1/275/292 6/7/2011
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'resollution. Once this review has been made, this matter will come back to committee as far as what the results of that recommendation or action
1It'le;r:\llsi.ce Chairman passed the gavel back to the Chairman in order to continue the meeting.
PUBLIC COMMENT
There were no requests to speak during public comment.
ADJOURNMENT
Council adjourned at 7:02 p.m.

COUNTY COUNCIL OF BEAUFORT COUNTY
By:

Wm. Weston J. Newton, Chairman
ATTEST:
Suzanne M. Rainey, Clerk to Council
Ratified; October 11, 2010
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Under ne circumstances shall this

This Preliminary Official Statement and the information contained herein are subject fo completion or amendment.

Preliminary Official Statement constitute an offer to sell or the selicitation of an offer to buy, nor shall there be any sales of these Bonds in any jurisdiction in

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

PRELIMINARY OFFICIAL STATEMENT DATED OCTOBER 28, 2010

DAC Bond"
« BON
RATINGS:
Moody’s Investors Service: Aal
Standard & Poor’s: AA+
(See “RATINGS" herein)
NEW ISSUE - BOOK-ENTRY-ONLY

In the opinion of Bond Counsel, subject to the conditions and limitations stated therein, interest on the Bonds (i) will be excludable
Jfrom gross income for federal income tax purposes, (i) will not be an item of tax preference for purposes of calculating the federal
alternative minimun tax imposed on individuals and corporation; however, such interest is taken into account in determining adjusted
current earnings for the purpose of computing the alternative minimum tax imposed on certain corporation; and (iii) will be exempt
firom all State of South Carolina, county, municipal, and all other taxes and assessments, direct or indirect, general or special, whether
imposed for the purpose of general revenue or otherwise, except estate or other transfer taxes, provided that the interest thereon may
be includable for certain franchise fees or taxes. For a more complete discussion of federal tax consequences to recipients of interest
on the Bonds, see “TAX EXEMPTION AND OTHER TAX MATTERS” herein.

$7,745,000* GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C
BEAUFORT COUNTY, SOUTH CAROLINA

The $7,745,000*% General Obligation Refunding Bonds (the “Bonds™) 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 BONDS - Security” herein.

The Bonds are issuable in fully registered form and when issued will be registered to Cede & Co., as
nominee of The Depository Trust Company, New York, New York (“DTC”), to which principal and interest
payments on the Bonds will be made. Purchases of beneficial interests in the Bonds will be made in book-entry
form only, in the principal amounts of $5,000 or any whole multiple thereof. So long as Cede & Co. as nominee of
DTC is the registered owner of the Bonds, references herein to the holders of the Bonds or registered owners of the
Bonds shall mean Cede & Co. and shall not mean the beneficial owners of the Bonds. So long as Cede & Co. is the
registered owner of the Bonds, the principal and interest on the Bonds are payable to Cede & Co. as nominee for
DTC, which will in turn remit such principal and interest to the Participants (as defined herein) for subsequent
disbursement to the beneficial owners of the Bonds. See “THE BONDS - Book-Entry-Only System.”
will serve as Registrar/Paying Agent for the Bonds.

The Bonds will be dated their date of delivery, and will mature serially on February 1 in each of the years
and in the principal amounts and bear interest at the rates shown on the inside front cover page. Interest on the
Bonds is first payable on February 1, 2011, and semiannually thereafter on each February 1 and August 1. The
Bonds will not be subject to redemption prior to their stated maturities.

Bids will be received until 11:00 a.m., South Carolina time, Thursday, November 4, 2010, in the office of
the County Administrator located at 100 Ribaut Road, Room 156, Beaufort, South Carolina. The Bonds 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 Bonds in definitive form will be available for delivery on or about November
18, 2010.

This cover page contains certain information for quick reference only. It is not a summary of the issue.
Investors should read the entire Official Statement to obtain information essential to the making of an informed
investment decision. The County deems the Preliminary Official Statement to be final as of its date for purposes of
Rule 15¢2-12 of the Securities and Exchange Commission (“Rule 15¢2-12”) except for information which may be
omitted pursuant to Rule 15¢2-12.

Dated: _,2010.

*Preliminary, subject to change.



MATURITY SCHEDULE

(February 1) Prineipal Interest CUSIP
Year Amount* Rate Yield No.
2014 & 720,000
2015 740,000
2016 775,000
2017 810,000
2018 850,000
2019 890,000
2020 935,000
2021 985,000
2022 1,040,000

*Preliminary, subject to adjustment.



COUNTY COUNCIL
OF BEAUFORT COUNTY, SOUTH CAROLINA

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

Gary Kubic
County Administrator

David Starkey
Chief Financial Officer

Bond Counsel

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

Financial Advisor

Ross, Sinclaire & Associates, LLL.C
Columbia, South Carolina



TABLE OF CONTENTS

Page
INTRODUCTION .. . |
THE BOMNIDES Lot tiiiiisrscransetaers e inss1ammmns s seen s sis s 045064824555 8045400 44544 RRRE1RREELR LSRR S Hunu et eannnnnssbant abds o000 ddaanaansnines 1
DESCRIPTION ot vievrrsssssrnsssnnseeeeeeesiinintnnenssi e rrrrrrass et eeeemaneeeeebeeareeebe et tabebeedie b bL e i e 4 id r e e e e e e eRnt s ne e Fhe e e
R E D EMPTION PROVISTONS . 1ttttecttrrsereareereeisitaiaietttsssesissts s easasassso0 e EEr s 7L AL e 7 58 52 e e re s s s sss s nns sena b d 44444000 ERET s P Tes s e e e nnnresar st aren
B OO K- N TR Y =ML Y SY ST EM ooiiiiitiieiiiiiriiirisieeeeeeeemeeeesiasssssssasasettesiee s s assetsassrausnsrsst sbsaribessnsssssnsssnbebbbrresenssssmansssnsnis

PURPOSES v ecee e ivassnn i
AUTHORIZATION oovvcnvnnrenaeererees
INITIATIVE AND REFERENDUM
IYEFEASANCE .1nevviuuusrirssssassrscnssssesssnnssttetassssmseessssnsssnsssssnsssssisesssss rasssssssssssssrmtesstestesstesenssnnsanssessesssnssssssssntrissstlosne iseans

THE COUNTY . 6

(GENGRAL DXESCRIPTION L itttuerrsrrrieseeeesasemiamariatstsssssessesssantnsesssssrrss rassss s risssssamsnsesssnsnsssts o4 oeassssansnessrs prentsnssastiesnans nessss
FORM OF GOVERNMENT ...
COUNTY EMPLOYEES ........
SERVIUES PROVIDED tuuvviiieeerressersssertesoatstmisrsistriesrerersessassssssssssassssssssssssssetesessrisssssssssisssrsrs saraessessssssssbbbbbarmassssaannssneses
SERVICES PROVIDED BY OTHER GOVERNMENTAL ENTITIES t1vevrisierreriieeiiaeessnisersssrmssssiabeses srris s inesssssessresssbeninnssnars &
FRINGE BENEFITS AND RETIREMENT
LIABILITY INSURANCE ..ooovvivnnrinieeeeeeems

B D L D S TRICT wee ettt et ria b ti s b1 S s s s s ermasaes eeeaas b e brsa £ 4 Te e R 4L TLEEEe 1 H e bbbt ke e s eaen s e e e e e e e mmdse dhe b ERRT 444 phdm e e rmaann sannts

DEBT STRUCTURE

LEGAL DERT LiMIT QF THE COUNTY
OQUTSTANDING INDEBTEDNESS
DESCRIPTION OF GENERAL OBLIGATION INDESTEDNESS BY ISSUE....
OTHER FINANCIAL OBLEGATIONS e teaectisiiaasisiinnisrriisrre rsatrssrsonssssesssrssssasasessasas sesssssssessatts esbes s rassasssessnsnsesssborinasens
COMPOSITE DXEBT SERVTCTE 1ivtsciivuarerseeseetessasiss ies isbeisabsist iabas b sais 040010080804 outassresseessessasessnsesssntirasatdsesnssaribesrrsasessans
GENERAL OBLIGATION DEBT ON A PER-CAPITA BASIS....
ANTICTPATED CAPTTAL INEEII 1 co e eeereaeitiesiiis vt sassrsaeaansasshsbassbaress saberoeseam et sae sbamsseesssssmss fenstesdats 1 41betbasoete vam e seasean
LEGAL DEBRT LIMIT oF COUNTIES, INCORPORATED MUNICIPALITIES AND SPECIAL PURPOSE DISTRICTS ...
LEGAL DEBT LIMIT OF SCHOOL DISTRICTS ..iititiesieriviesiraersssansesrrns s s rstanssssissessssssssassssassesssassessis sbeaanssssssrssmesnens
OVERL APPING IIEBT ¢eueeuteesiiteseteesisinntttisu st atsssssenssmssenasasssssesssmsssnsssesasssbttnsenes it sennsaes ies s hens 1esessssssnsarsasnssnsnsssssssenrseres
WUSCELLANEQUS DEBT INFORMATION ..ottt iciteiissistssssbs s rens bt mns b e 4 s s saarssreas esssensssnssssssmsesisdesinbtssss benstnitsssnsnens

CERTAIN FISCAL MATTERS I

PROPERTY ASSESSMENT RATES ivtiuiriiiiisiereeressorressnesssesessassmsssessanssessoseresss
STATE TAX REFORM woieeis e eectisisiiie et s nnens

BOMESTEAD EXEMPTIONS -- PROPERTY TAX RELIEF
PAYMENTS TN LIEU OF TAXES ©ootiittterrririniireeinrimsssesissssiesesssessessarassassssass sresssassssasersssasessasessostetstsesbatesnstusstissaesesoneesne

ESTIMATED TRUE VALUE OF ALL TAXABLE PROPERTY IN THE COUNTY

EXEMPT MANUFACTURING PROPERTY IN THE COUNTY ..ot e,
A BATES ticteieiieesteesr e s st brase st e ea e e oAb b et satsaar s e s s nses s orteabea e o r R eb s e e o Rea R Pabt e e e b e see e e e e e e e e e en e e e et erneee et A3 atdca e b e b r e e ea s 19
TAX COLLECTION PROCEDURE o ieteeee ettt taa s e e0s 40 b e 144000 04 0000004844000 00 a0 30 sm ot ah st e 1 s rams st e s neeesbenntnes 19
TaX COLLECTIONS FOR LAST FIVE YEARS ...uvuis

TEN LARGEST TAXPAYERS
VEINCLE LICENSE FEES......ocov
COUNTY INVESTMENT POLICY oottt secs s cssrr st st s e s s sssssnassssssarnessnn sesnns



FINANCIAL AND TAX INFORMATION

FIVE YEAR SUMMARY OF GENERAL FUND OPERATIONS ...t i cteeeriteesemmteseeiarsssmsssresssssesssabressiesess ress snatsessnsssaneessms snate
A
e 24

w24

FINANCIAL STATEMENTS ..
BUDGET PROCEDURE ..

GENERAL FUND BUDGET I'OR IH.E 20 10 20 11 F{SCAL YEAR

ECONOMIC AND DEMOGRAPHIC INFORMATION

LOCATION AND HISTORY veuteerreeorieetertireressssseraresssssessssssssossarsnsesossssseseses
COMMERCE AND DEVELOPMENT ..otvviitnsiisreesseaeasermsssssees mssmsstnssessesisnssintenesss
AGRICULTURE AND FURES TRY 1 eer e e ctteis st scsinsssssbaenees s srms sneesnsnsessssmesresns

TOURISM ...

CAPITAL INVF STMFNT

MAJOR WNUFACTURING ESTABLISHMFNT‘}

UNEMPLOYMENT
LABOR FORCE...
POPULATION GROWTH

MEDIAN AGE AND EOUCATION LEVELS
PER CAPITA PERSONAL INCOME ..
MEDIAN FAMILY INCOME ..

FACILITIES LOCATED WITHrN OR SERVING TI—IE COUNI Y
PN AT CTAL TNSTITUTIONS oovteturevuectreeeirurersimssmsastesessaessassbessrssisssssressiassntssarsss stsssnsesssensetsebbressrnsashesssessessstesannaesrnes

TAX EXEMPTION AND OTHER TAX MATTERS

-------

OPINION OF BOND CIOUNSEL -t vereeetrtisutive s rsseassessbesresirsresssssss sassssassessasesstmnaes netsassssrs s rsnsbmssasessasssnressesaruessrosserasn
INTERNAL REVENUE CODE OF 1080 ittt st she s thre e s tn 00150t s ssamn b e s s ham st et daddvbeE AR erbep e rneeseehete s s
SOUTH CAROLINA TAXATION (outireaiseoaivimeisiissirstnnsesaisssne sesnrreess sensses bassnsenassensttrast 5516070104 beTsesrseessinnesbedstises peesrmnsesnes
ORIGINAL ISSUE DIISCOUNT ttteesiurretrereresmrmssessesssesssastessstastetes sestasssse s 1004nsrraneassasssrerestasestentrenttessiarvas ranrrsesdssmsiabersasis
PREMIUM BONDIS Lu1teeiiaesireeeirmeeiueesirmtttruatresrsnssintessisbansresserassesasearesssasrees ssasrsses s iiabans rasrres rasesrssssssabsnssiresstiedrasssrpesasess

LEGAL MATTERS

BOND COURNSEL OPINION ..cvecvvvevevinrrnanns
LITIGATION ..
UNITED %TATES BANKRUPTCY CooE

RATINGS......
UNDERWRITING ..

FINANCIAL ADVISOR

CERTIFICATE CONCERNING THE OFFICEAL STATEMENT ...

CONTINUING DISCLOSURE UNDERTAKING
MISCELLANEOUS :

APPENDIX A - Financial Statements of the County for the Fiscal Year Ended June 30, 2009

APPENDIX B - Form of Legal Opinion

APPENDIX C - Form of Cortinuing Disclosure Undertaking

23
23

25

e 25
e 25
e 26
26
e 26
LARGEST NONINDUSTRIAL EMPLOYERS _.ov1eiiveiereirsreeissmrsntersiosmesseseransermsmeioaitessassasssessseissensessssnsstinsissassts brsmenrsesssas
CONSTRUCTION ALTIVITY tvivveerteviesrrerasriessuessesseiesasttemmstreiostesssrasatss st s sesmssssesss sansssanssnetoses ssbinsns1arsens sasbessts sabmnesresran
e 28
e 28
veernn. 30
e 30
Y |

w31

1

28
28

32
33
i3

w33

i3

.33

34
34

e 34
vereere 35
.35

35
36
36
36
30
37



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 the $7,745,000* General Obligation
Refunding Bonds, Series 2010C (the “Bonds™) of Beaufort County, South Carolina (the “County™). This
Officia} Statement has been prepared under the supervision of David Starkey, Chief Financial Officer,
The information furnished herein includes a description of the Bonds, 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 BONDS
Description

The Bonds will be general obligation bonds of the County; will be issuable initially in fully
registered book-entry-only form in denominations of $5,000 each or any integral multiple thereof not
exceeding the principal amount of Bonds maturing each year; will be numbered from R-1 upward; and
when issued will be registered to Cede & Co., as nominee for DTC. The Bonds will be dated their date of
delivery (which is expected to be November 18, 2010); will bear interest from their dafe at the rates
shown on the inside front cover hereof payable initially on February 1, 2011, and semiannuaily thereafter
on February 1 and August 1 of each year until they mature; and will mature on February 1 in each of the
years and in the principal amount shown on the inside front cover hereof.

Redemption Provisions
The Bonds will not be subject fo redemption prior to their stated maturities.
Book-Entry-Only System

Beneficial ownership interests in the Bonds will be available only in book-entry form. Beneficial
owners of the Bonds (“Beneficial Owners”) will not receive physical Bonds certificates represeniing their
interests in the Bonds purchased. So long as DTC or its nominee is the registered owner of the Bonds,
references in this Official Statement to the Holders of the Bonds 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
Bonds will be available only in book-entry form in principal amounts of $5,000 or any integral multiple
thercof.

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

- Depasitory Trust Company. The Depository Trust Company, New York, New York (“"DTC?), or
its successor, will act as securities depository for the Bonds. The Bonds will be issued initially as fully-
registered Bonds 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 Bond certificate will
be issued for each maturity of the Bonds and will be deposited with DTC.



DTC Participants and Indirect Participants. DTC, the world’s largest depository, is a limited-
purpose trust company organized under the New York Banking Law, a “banking organization” within the
meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing
corporation” within the meaning of the New York Uniform Commercial Code and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended.
DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.8, 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 fransactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct Participamts’ accounts. This
eliminates the need for physical movement of securities certificates. Direct Participants include both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, clearing ecorporations, 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 LL.C, and the National Association of Securities
Dealers, Inc, Access to the DTC system is also available {o 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 (“Indirect
Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its
Participants are on file with the Seeurities and Exchange Commission. More informnation about DTC can
be found at www.dtcc.com and www.dtc.org.

Beneficial Owners, Purchases of Bonds under the DTC systern must be made by or through
Direet Participants, which will receive a credit for the Bonds on DTC’s records. The ownership inferest
of each 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, expeeted to receive written confirmations providing details of the transaction, as welil as
periodie statements of their holdings, from the Direct or Indirect Participant through which the Beneficial
Owner entered into the fransaction. Transfers of beneficial ownership interests in the Bnnds 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 thelr ownership interests
in Bonds, unless the use of the book-entry only system for the Bonds is discontinued,

Transfers and Exchanges. To facilitate subsequent transfors, all Bonds 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 depnsit of Bonds 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 Bonds. DTC’s
recirds reflect only the identity of the Direct Participants to whose accounts such Bonds 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
Ownrners will be governed by arrangements among them, subject to any statufory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Bonds may wish to take certain
steps to augment the transmission to them of notices of significant events with respect 10 the Bonds, such
as redemptions, tenders, defaults, and proposed amendments to the Ordinances. Fnr example, Beneficial
Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit has agreed to

2



obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Gwners 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, if any, will be sent to DTC. If less than all of the
Bonds are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in the Bonds to be redeemed.

Consents and Voting. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent
or vote with respect to the Bonds 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 afier the record date. The Omnibus Proxy assigns Cede & Co.’s consenting and voting rights 1o
those Direct Participants to whose accounts the Bonds are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

Principal and Interest Payments. Principal, redemption premiums, if any, and interest paymenls
on the Bonds will be made o Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice is to credil 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 (nor its noininee), the Registrar or the County subject to
any statutory or regulatory requirements as may be in effect from time to time. Payment of principal,
redemption premium, if any, and interest to Cede & Co. {or such other nominee as may be requested by
an authorized representative of DTC) is the responsibility of the County or the Paying Agent, and
disbursement of such payments to the Beneficial Owners shall be the responsibility of 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 services as securities depository with respect to the
Bonds at any time by giving reasonable notice to the Issuer or the Trustee. Under such
circumstances, in the event that a successor securities depository is net obtained, Bond certificates
are required to be printed and delivered.

The faregoing informatian in this sectian concerning DTC and DTC's book-entry-only system has
been obtained from saurces the County believes to be reliable, but the County takes no respansibility for
the accuracy thereof.

SO LONG AS CEDE & COQ., A8 NOMINEE FOR DTC, 1S THE SOLE HOLDER OF THE
BONDS, THE COUNTY SHALL TREAT CEDE & CO. AS THE ONLY HOLDER OF THE BONDS
FOR ALL PURPGSES, INCLUDING RECEIPT OF ALL PRINCIPAL AND PREMIUM OF AND
INTEREST ON THE BONDS, RECEIPT OF NOTICES, VOTING AND REQUESTING OR
DIRECTING THE COUNTY. THE COUNTY, THE REGISTRAR AND THE PAYING AGENT
HAVE NO RESPONSIBILITY OR OBLIGATION TO THE PARTICIPANTS OR TIHE BENEFICIAL
OWNERS WITH RESPECT TO (I) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC
OR ANY PARTICIPANT, OR THE MAINTENANCE OF ANY RECORDS; (2) THE PAYMENT BY
. DTC OR ANY PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN
RESPECT OF THE BONDS, OR THE SENDING OF ANY TRANSACTION STATEMENTS; (3) THE
DELIVERY OR TIMELINESS OF DELIVERY BY DTC CGR ANY PARTICIPANT OF ANY NOTICE
TG ANY BENEFICIAL OWNER WHICH IS REQUIRED OR PERMITTED UNDER THE
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RESOLUTION TO BE GIVEN TO BENEFICIAL OWNERS; (4) THE SELECTION OF THE
BENEFICIAL OWNERS TO RECEIVE PAYMENTS UPON ANY PARTIAL REDEMPTION OF THE
BONDS; OR (5) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC OR ITS NOMINEE
AS THE REGISTERED OWNER OF THE BONDS, INCLUDING ANY ACTION TAKEN
PURSUANT TO AN OMNIBUS PROXY. '

Discontinuance of Book-Entry-Only System. In the event that the Bonds are no longer in book-
entry-only form, the certificates held by DTC or a successor securities depository will be cancelled and
the County will execute and deliver the Bnnds in fully registered form to the Beneficial Owners of the
Bonds us shown on the records of the DTC Participants or the nominee of a successor securities
depository. If no other sccurities depository is named, interest on the Bonds shall be payable to the
Registered Owners on cach interest payment date and principal of the Bonds at maturity upon
presentation and surrender thereof to the Paying Agent at its corporate frust office. The Bonds would be
transferable on the registration books of the County maintained by the Registrar by the registered owner
in person or by his duly authorized atiorney upon surrender of the Bond fo be transferred together with a
writlen instrument of transfer duly executed by the registered owner or his duly authorized attorney. The
Registrar will, upon receipt thereof, authenticate and deliver a new Bond or Bonds in like principal
amounts as the Bond so presented. The County and the Paying Agent will deem and treat the person in
whose name each Bond is registered as the absolute owner thereof for all purposes.

Purposes

The Bonds are being issued to provide funds (i) to refund certain maturities of the County’s
original principal amount $25,100,000 General Obiigation Bonds, Series 2002, dated March I, 2002 (the
“Bonds to be Refunded”); (i) to pay costs and expenses of the issuance of the Bonds, and (jii) such other
lawful purposes as the County Council shall determine,

Security

For the payment of the principal and interest on the Bonds 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 Bonds 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 puncinal 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 years for which
information is available and the County’s projection for 2010:

Fiscal Year Amount
Ended June 30 Recetved
2005 $5,546,441
2004 5,697,599
2007 6,267,441
2008 6,970,132
2009 6,647,008
2010% 5,549,391
201 1#** 5,800,000
*Unaudited
**Projected
Authorization

The Bonds will be issued pursuant to and in accordance with the Constitution of the Staie of
South Carclina, 1895, as amended (the “Constitution®), and the statutes of the State, including Title 11,
Chapters 15 and 21 of the Code of Laws of South Carolina, 1976, as amended; an ordinance enacted
September 13, 2010 (the “Ordinance”) authorizing the issuance and sale of general obligation refunding
bonds of the County to refund the Bonds to be Refunded (hereinafier defined).

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 ordinanee be repealed. If such
ordinanee is not repeated, the question of repeal of the ordinance must be submitted to the electors within
one year,

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

The Ordinance authorizing the Bonds was enacied on September 13, 2010, and publication of its
enactment was published in The Island Packet and The Beaufort Gazetfe, newspapers of general
circulation in the County, on September 16, 2010. No notice of intention to seek a referendum within the
20-day period was filed.

Defeasance
If all the Bonds shall have been paid and discharged, then the obligations of the County under the

Ordinance and all other rights granted thereby, shall cease and determine. Bonds shall be deemed to have
been paid and discharged under any of the following circumstances:



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

(ii) If default in the payment of the principal of Bonds or the interest thereon shall have occcurred,
and thereafter tender of payment shall have been made, and a bank or other financial institution shatl
hold, in trust and irrevocably appropriated thereto, sufficient moneys for the payment thereof to the date
of the tender of payment; or

(iii} Payment of the principal of and interest on Bonds either (1) shall have been made or caused
to be made in accordance with the terms thereof, or (2) shall have been provided for by irrevocably
depositing with a bank or other financtal institution in trust and irrevocably set aside exclusively for such
payment, (a) moneys sufficient to make such payment, or (b) Government Obligations (as defined below)
maturing as to principal and interest in such amounts and at such times as will ensure the availability of
sufficient moneys to make such payment and all necessary and proper fees, compensation and expenses of
such bank or other financial institution. At such time as such Bonds shall no longer be deemed to be
outstanding under the Ordinance, such Bonds shall cease to draw interest from the due date thereof and,
except for purposes of any such payment from such moneys or Government Obligations as set forth in (if)
above, shall no longer be secured by or entitled to the benefits of its autherizing ordinance.

*Government Obligations” means any of the following:

(a) direct obligations of the United States of America or agencies thereef 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 scutheastern comer of the State of Scuth Caroling, 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-Administrater form of government in accordance with
Title 4, Chapter 9 of the Code of Laws of South Carclina, 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 | of the year of their election. Beginning in 1994, five
members are elected in presidential election vears and six members are elected in other general election
years. The councll elects a Chainman at its first meeting in January following the general election.



The members of the County Council, their occupations, the districts they represent and the years
in which their present terms expire are as follows:

Name Occupation District Term Ends
Wm. Weston J. Newton, Chairman Attorney Bluffion/ Daufuskie Island #4 12/2010
Paul Sommerville, Vice Chairman Management Consultant  Lady’s Island/Beaufort #7 12/2010
Steven Baer Electrical Engineer Hilton Head #2 1272010
Rick Caporale Telecormnunications Hilton Head Island #1 12/2010
Consultant
(erald Dawson Minister Sheldon/Dale/Lobeco #6 122012
Brian E. Flewelling Title Abstractor Burton #9 12/2012
Herbert N. Glaze Public Educator Burton #8 12/2012
William L. McBride Retired Public Educator St. Helena Island #5 12/2012
Stewart H. Rodman Businessman Hilton Head #3 12/2010
Jerry Stewart Businessman Sun City #10 122010
Laura Von Harten Marketing/Product Dev.  Beaufort/Port Royal #11 12/2010

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

County Employees

The County Council appoints a County Administrator who serves at the pleasure of County
Council and is responsible for County operations, subject to supervision of County Council. The County
Administrator has the responsibility for preparing the County’s annual budget for submission to County
Ceuncil 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, Sec “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 Scheol of Law, and a Bachelor of Science degree in Business Administration from QOhio 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 Elliott Davis, 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 o serving as Treasurer, Ms. Logan was self-employed as an
investment advisor and accountant.



As of June 30, 2010, the County employed 1,193 full-time equivalent employees, consisting of:

Department Full Time
General Government 281
Public Safety 490
Public Works 130
Publiec Health 24
Public Welfare 121
Culture and Recreation 03
Enterprise Funds __ 54
Total 1,193

Services Provided

The County provides various local services which are funded primarily from the County’s ad
valorem tax levy, 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 mumicipalities 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, sevcral
special purpose districts ereated 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-tasper Waler 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 confractors. Household garbage transfer stations are provided at various locations throughout the
County.

Fringe Benefits and Retirement

Substantially all full-time, permanent employees of the County participate in statewide, cost
sharing multiple-employer defined benefit pension plans administered by the State Retirement System.
Generally all employees, with the exception of law enforcement personnel and certain others, participate
in the South Carolina Retirement System (SCRS), Law enforcement personne! and certain other
employees participate in the South Carolina Police Officers Retirement System (PORS). Contribution
rates are actuarially established. Employees covered by SCRS or PORS contribute 6.5% of their gross
salary. The County contributes 9.39% of the total gross salaries of employees covered by SCRS and
11.05% of the total gross salaries of employees covered by PORS, The County’s confributions to SCRS
for the years ended Fune 30, 2009, 2008, and 2007 were $3,230,276, $2,966,289, and $2,309,121,
respectively, which are equal to the required contributions, The County’s contributions to PORS for the
years ended June 30, 2009, 2008, and 2007 were $1,825,061, §1,609,117, and $1,458,815, respectively,
which are equal to the required contributions.



Liability Insurance

Subject to specific immunity set forth in the South Carolina Tort Claims Act (the “Act™), local
governments including the County are lable for damages not to excecd $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 Sputh 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 Adininistrator, 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 legisiation, provides certain services with funds from
taxes levied and collected for it by the Counfy. The School District currently operates 16 elementary
schools, six middle schools, four high schools, four special schools, 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 amoumt not exceeding §%
of the assessed value of all taxable property of such county without the necessity of holding a
referendum. General obligation debt avthorized 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 vear 2009 $1,954 918,784

X 8%
Constitutional Debt Limit $ 156,393,503
Outstanding Debt Subject to Limit 3 83.480.000
Legal Debt Limit Without a Referendum $ 72,913,503



Outstanding Indebtedness

The following fable sets forth the amount of general obligation indebtedness of the County
{including special assessment disiricts) at the end of each of the past five fiscal years:

Year Ended General Obligation
June 30 Indebtedness
2006 $100,645,000
2007 141,670,000
2008 177,515,000
2009 159,305,000
2010 201,355,000

Description of General Obligation Indebtedness by 1ssue

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

Date of Interest Maturity Amount

lssue Rates Dates Quistanding
04/15/2001 4.500% 02/01/2011 $ 1,530,000
03/01/2002  4.000%-4.875%  02/01/2011-22 11,505,000
06/15/2003"  2.875%-5.000%  02/01/2011-23 19,900,000
10/15/2004%  3.000%-5.000%  02/01/2011-25 29,150,000
11/02/2006 3.625%-8.000%  03/01/2011-26 13,600,000
11/30/2006°  4.000%-5.000%  03/01/2011-26 28,200,000
10/03/2007  4.000%-5.000%  03/01/2011-27 24,675,000
11/07/2007*  4.000%-5.000%  02/01/2011-20 17,215,000
03/10/2009  2.500%-3.000%  03/01/2011-12 4,825,000
03/10/2010°  2.000%-5.000%  03/01/2011-20 24,205,000
03/102010°  4.700%-5.625%  03/01/2021-29 24,550,000

Total $201,355,000

! $4,900,000 is included in 8% debt limit
2 $9,150,000 is included in 8% debt limit
* Debt approved by referendum
*$7,215,000 is included in 8% debt limit
*$11,155,000 is included in 8% debt limit
8$17,600,000 is included in 8% debt limit

Other Financial Obligations
The County leases certain office space and machinery and equipment under cancellable operating
leases. Under the terms of the lease agreements, the County’s obligation to continue rental obligations is

contingent upon the continued appropriation of funds by the County for that purpose. Total rental
expenses for the vear ended June 30, 2010, were approximately $751,000.
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Composite Debt Service

The following table sets forth the debt service requiremnents for the County’s outstanding bonds
and the projected debt service on the Bonds with interest on the Bonds computed at a projected true
interest cost of 2.427%.

Projected
Fiscal Year Principal and Interest  Principal and Interest Total Debt
Ending June 30 on Quistanding Bonds on Proposed Bonds Service
2010 $13,377.645 $ 68,899 $13,446,543
2011 17,313,759 339,775 17,653,534
2012 17,679,910 339,775 18,019,685
2013 16,058,679 1,059,775 17,118,454
2014 16,557,586 1,058,175 17.615,761
2015 17,070,991 1,063,575 18,134,566
2016 17,576,154 1,067,575 18,643,729
2017 17,863,760 1,071,125 18,934,885
2018 17,860,954 1,072,875 18,933,829
2019 17,860,992 1,075,600 18,936,592
2020 17,856,754 1,081,188 18,937,941
2021 17,554,191 1,085,400 18,643,591
2022 18,496,378 - 18,496,378
2023 18,096,050 - 18,096,050
2024 17,521,375 --- 17,521,375
2025 15,352,063 --- 15,352,063
2026 7,441,193 --- 7,441,193
2027 3,261,536 --- 3,261,536
2028 2,487,921 -— 2,487,921
2029 2,519,156 — 2,519,156
Total: $289,807,047 $10,387,736 $300,194,783

General Obligation Debt on a Per-Capita Basis

The following table sets forth the amount of general obligation indebtedness of the County for
each of the past five fiscal years expressed per capita and as a percent of assessed property value:

County Debt as
YearEnded  Geperal Obligation County Debt % of Assessed

June 30 Indebtedness Per Cagita] Value
2006 $100,645,000 $ 713 6.60%
2007 141,670,000 979 2.88
2008 177,515,000 1,057 8.38
2008 159,305,000 1,030 8.63
2010 201,355,000 1,238 9.83

! Based on U.S. Census Bureau estimates of population.
Source: Beaufort County Compreliensive Annual Financial Report for Fiscal Year Ended June 30, 2009
for years 2006-2009; county officials for 2010.
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Anticipated Capital Needs

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

Legal Debt Limit of Counties, Incorperated Municipalities and Special Purpose Bistricts

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 ferms and condifions 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 fo amount, and {b) incur,
without an election, general nbligation debi (in addifion 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%4) of the assessed value of all taxable property therein.

Legal Debt Limif of School Distriets

Article X, Section 15 of the Constitation empowers each school distriet 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 Asscmbly may prescribe, in an amount not exceeding 8% of the
assessed value of ali taxable property of sueh school district. Bonded indebtedness existing on November
30, 1982, and bonded indebtedness authorized by a majority vote of the qualified electors of the school
disfrict voting in a referendum will not be considered in the computation of the 8% limitation.

[Remainder of page intentionally left blank]



Overlapping Debt

The following table sets forth the total amount of general obligation indebtedness in each political
subdivision and special purpose district which overlaps the County, either in whole or in part which was
outstanding as of August 2, 2010.

Assessed _ Percentage
Value Outstanding Applicable
Debt to County
Political Subdivision _
Beaufort County School District $1,954,918,784 $339,200,000 100%
Munigipalities
City of Beaufort 79,796,016 14,450,000 100
Town of Bluffton 135,147,878 6,520,000 100
Town of Hilton Head 993,359,523 67,120,000 100
Town of Port Royal 27,549,206 636,972 100
Special Purpose Districts
Broad Creek PSD 162,121,043 €,370,000 100
Fripp Island PSD 54,360,960 none 100
Hilton Head #1 PSD 255,120,910 8,476,338 100
Fire Districls
Bluffion Fire District 472,487,344 280,000 100
Burton Fire District _ 73,919,524 none 100
Lady’s Island/St. Helena Island Fire District 143,234,464 12,243 100
Sheldon Fire District 32,280,433 nene 100

e Issued by Beaufort County for Bluffion Fire District, but not includable against 8% limit.
Source: County officials; South Carolina Municipal Council.

Miscellaneons Debt Enformation

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 ycars, 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 securifies (other than tax anticipation notes) for current operating expenses at any time within the
last 25 years,



CERTAIN FISCAL MATTERS
Property Assessment Rates

Article X of the South Carolina Constitution mandafes that the assessment of all property, both
real and personal, shail be equal and uniform 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 (rallroads and pipelines) -- 9.5% of fair market value;
(3) Inventories of Business Establishments -- 6% of fair market value;(1)

(4 Legal Residence and not more than five contiguous acres -- 4% of fair market valug;

(3) Agricultural property used for such purposes owned by individuals and certain sinall
corporations -- 4% of use value {if the property owner makes proper applicatinn and
qualifies);

(6) Agricultoral and timberlands belonging to large corporations {more than 10 sharcholders)
- 6% nf use value; {if the property owner annually makes proper application and
qualifies);

(N All other real propetty -- 6% of fair matket value; and

(8) Motor Vehicles - 6,75%, decreasing to 6.0% in 2007; and

(%) All other personal property -- 10.5% nf fair market value,

The business inventory tax provided for by Scetion 12-37-1420, Code of Laws of South Carelina, 1976, as amended, has been phased out
by & 1984 amendment thereta, Act Na, 512, Part I1, Scction 16(3), pape 3036 of the 1984 Acts nf the General Assembly of the State of
South Carolina, The amendment also provides that the exemption is conditioned on the apprapriation 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 exemptinn,  The amendment
further pravides that the business inventory exempied from property taxation shall nevertheless be considered taxable property for purpeses
of bonded indcbicdness 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 itern (3) of Sectinn 3 of Act Neo. 163 of 1977 {South Carolina Education Finance Act). Pursuant to
Aet No. 540 of 1986, page 4873 of the Acts of the General Assembly of the State of South Caroling, the aforementioned appropriatiun by
the State was set at 4 constant level based upon the amount of the appropriation to sach political subdivision in 1987,

In South Carolina, local taxes for counties, schools and special purpose districts are levied a5 a
single tax bill which each taxpayer must pay in full Taxes are levied by the Auditors of the various
countics. In the County, cwrrent and delinguent tax coliections 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
mpnthly basis and are payable on or before January 15 withowt penalty. A penalty of 3% is added on
January 16th, an additional penalty of 7% is added on February 2nd and an additional penaity of 5% is
added on March 17th, at which time the office of the County Treasurer issues nrders 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 persnnal property taxes.
Delinguent taxes on real property may be collecied 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 o ensure equalization of assessments statewide in order that all property is
assessed uniformly and equitably throughout the State, and may require reassessment of any parf or all of
the property within a County. Under law enacted by the South Carolina General Assembly in 1995, every
fowth 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
completed a reassessment  Fiscal Year 2008 which wag implemented in Fiscal Year 2009, The next
reassessment is scheduled for Fiscal Year 2013 to be implemented in Fiscal Year 2014. Regulations
adopted by the DOR prior to the 1895 law and which are still in place also require that a reappraisal
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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 Comptrniler 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 faxed.

The County Assessor appraises and assesses all the real property and mobile homes loeated
within such county and eertifies the results to the County Auditor. The County Auditor appraises and
assesses all motor vehicles, marine eguipment, business personal property and airplanes. The DOR
furnishes guides fnr use by the counties in the assessment of autornobiles, 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 ifs assessments to the County Auditors each nf whom prepares
assessment sumunatries from the respective certifications, determines the appropriate millage Jevies,
prepares fax 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 Carclina 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 aperations 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 Taves.

Pursuant to Act 388, an additinnal one percent sales tax will be imposed State-wide beginning on
June 1, 2007, The additional tax does not apply to certain items, ineluding 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, regardiess of sales price), and unprepared food (upon which the 5% tax was
reduced to 3% on October 1, 2006, and then eliminated on November i, 2007). Receipts from the new
one percent sales tax must be credited to the “Homestead Exemption Fund” created pursuant to Aet 388,

Effective beginning with fax year 2007, all owncr-occupied real property in the State will be
exempted from ad valnrem real property taxes levied for school district operations (the “New Homestead
Exemption”). Proceeds of the sules tax deposited in the Homestead Exemption Fund will be distributed
to ali 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 fo 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.
Commereial property and other nonowner-occcupied 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 colleeted by reason
of the New Homestead Exemption shall be equal to the amount estimated to be otherwise eollected in
Fiscal Year 2007-08 by the school disirict from school operating miliage imposed on owner-occupied
residential property therein. Beginning in Fiscal Year 2008-09 and continuing each year thereafier, the
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aggregate reimbursement to the school disiricts of the State will increase by an amount egual 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 pereentage 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 Aet”

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

Limitation on Millage Increases

Act 388 also imposes a limitation on increases in millage levied for operational purposes by all
political subdivisions and school districts. As of July 1, 2007, annual nillage levies may ncrease only at
a rate equal 1o the sum of (a) the increase in the consumer price index, ptus (b} the rate of population
growih of the political subdivision or school district, as the ease 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 applicabie, 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 contro! of the governing body such as a natural
disaster, severe weather event, act of God, or act of terrorism, fire, war, or riot;

E))] compliance with a court order or decree;

{4) taxpayer closure due io circumstances outside the control of the governing body
that decreases by ten petcent or more the amount of revenue payable to the taxing jurisdiction in
the preceding year; or

{5) compliance with a regulation promulgated or statute cnacted 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 Tox for Additional Tax Relief

Act 388 further authorizes the imposition within a county, subject to approval by referendum, of 2
local sales tax to provide additional property tax relief. The local sales tax authorized by Act 388 may
only be imposed to the extent necessary to provide a 100% credit to all classes of taxable property against
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{a) county operating taxes, (b) school operating taxes, or () both, as set forth on the referendum ballot.
In no event, however, may the rate of such local sales tax exceed one percent.  Act 388 also provides a
procedure for rescinding this local sales tux, 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 impiemented within the County.

Act 388 further provides that if 4 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 as 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 redevelopinent financing plan or other plan that relies upon property tax
for its funding must be distributed by the county treasurer pursuant to Title 4, Chapter 10 of the Code of
Laws of South Carolina 1976, as amended,

Reassessment Valuations Limited

Act 388 also provides that the growth in valuation of real property attributable to reassessment
may not exceed 15% for each five-year reassessment cycle. Growth in valuation resufting 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 cxemptions, 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 $1,121,351 in the 2009-10 Fiscal Year and projects that it will
receive $1,100,000 in the 2010-11 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 1o ad valorem taxes levied for school operating budgets (exclusive of amounts in those
budgets for the payment of lease-purchase agreements for capital construction) (the “School Taxes™) and
has no effect on county and municipal taxes.

Payments in Lieu of Taxes

An industrial project which involves an initial investinent of at least $50,000,000, 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 paities for a fee in lieu of taxes with respect to such project, provided that this

lease agreement provides for:

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

(2) After the property is placed in service, an annual payment for not more than twenty vears
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 manufaciurers.

(3) At the conclusion of the payments determined pursuant o 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 schoo! distriet 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 wili 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 leu of taxes are made are considered taxable property at the level of
the negotiated payment for purposes of calculating bonded indebtedness Iimits, 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 lcase agreement reverts retroactively to the fax treatment otherwise applicable to such
property,

Assessed Value of Taxable Property in the County

The assessed value of all taxable real and personal property (pon-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 Market Assessed Market Assessed Market
2005 51,342,243,568 $27,3504,591,147 $162,980,756  $2,029,648269 §1,505,224,324 $29,435,639,416
2006 1,397,740,562 31,569,007,800 184,669,523 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 35,375,004,810
2008 1,552,685,296  31,843,075,060 237,470,686 2,708,277,500  1,790,155,982 34,531,352,560
2005 1,720,365,297 45,978,771,345 234,553,487 2,691,291,572 1,954,918,784 48,670,062,917

" Implementation of reassessment. The adjustments resulting from appeals of the 2004 reassessed values
are reflected in the 2005 and 2006 values.

Source: Beaufort County Comprehensive Annual Financial Report for Fiseal Year Ended June 30, 2009
except for tax years 2008 and 2009, Beanfort County Auditor



Estimated True Value of All Taxable Property in the County

The estimated true value of all taxable property in the County for Tax Year 2009 is $48,670,062,917,

Classification of Property

Motor Vehicles
Public Utilities

Marine Equipment/B oats

Business Personal Property

Aircraft

Other Personal Property
TOTAL

i AR ol

Manufacturing Property (Real and Personal)

Real Properiy (non-manufacturing) and Mobile Homes

Tax Year 2009
Assessed Value

Tax Year 2009
Estimated True Value

$1,720,365,297
86,712,837
43,629,790
6,978,330
8,710,210
49,424,640
1,895,210
37,202,470

$45,978,771,345
1,247,277,812
422,723,324
70,061,043
90,155,895
477,912,371
21,650,376
361,510,751

$1,954,918,784

$48,670,062,917

Note: These figures do 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 establishrments
located in any county after July 1, 1977, and ail additions (in execess of $30,000) to existing
manufacturing cstablishments 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:

2006 2007 2008 . 2009 2010
Operations . 33.7 36.7 38.9 455 40.21
Debt Service 5.4 5.4 5.8 4.0 4,57
Solid Waste/Recycling 4.5 - - - -
Real Propeity Program _15 _2.5 27 2.4 _2.76
Total 45.1 44.6 47. 51.9 47.54

for 2006-2009; Cnunty officials for 2010,
Tax Collection Procedure

In the County, taxes are coliected for County and school purpoeses as a single tax bifl which must
be paid in full by the individual taxpayer. Taxes are collected on a calendar year hasis. Real and personal
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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 2, 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 5o much of the defaulting taxpayer’s estate — real and
personal ar both -- as may be sufficient to satisfy the taxes.

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

Tax Collections for Last Five Years

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

Current Delinguent Total
Fiscal Adjusted Current Taxes Percentage Taxes Percentage
Year Tax Levy Collected Collected Collected Collected
2005 $63,554,010 $60,416,187 95.1% $3,438,851 100.5%,
2006 66,885,604 62,744,316 93.8 3,426,155 98.9
2007 70,512,827 63,986,885 90.7 3,594,507 03.8
2008 76,299,793 73,731,373 96.6 1,567,241 08.7
2009 91,507,440 82,472,648 90.1 - 90.1

Source: Beaufort County Comprehensive Annual Financial Report for Fiscal Year Ended June 30, 2009
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Ten Largest Taxpayers

The ten largest taxpayers in the County, the assessed value of each, and the amount and the
percentage of 2009 tax year taxes paid by cach to the County Treasurer for all County, municipal and
other taxes collected by the County Treasurer, are shown below.

Percentage of

Taxpayer Assessed Value Taxes Paid Total Taxes Levied
Marriott Ownership Resorts $20,437,160 $ 3,731,408.90 4.1%
South Carolina Electric & Gas 16,266,710 3,351.877.06 3.7
Palmetio Electric Cooperative 9,859 950 1,861,415.60 2.0
Columbiz Properties Hilton Head 4,540,040 881,867.08 1.0
SCG Hilton Head Property 4,620,000 870,359.52 1.0
Bluffton Telephone Company 3,444,860 630,603.39 .7
Sea Pines Resort LL.C 3,765,920 588,568.59 0.6
Greenwood Development Corp 2,957,720 576,957.66 .6
Hargray Telephone Company 2,858,580 495,017.27 0.5
Hargray, Inc. 1,648.370 366.020,57 04
Total $70,439310 $13,354,095.64 i4.6%

Source: County officials.
Vehicle License Fees

The County has imposed a vehicle license fee since Januvary 1, 1994, Collections of the fee for
the past five fiscal years are as follows:

Fiscal Year Coliections
2006 $1,179,920
2007 1,213,910
2008 1,320,934
2009 1,224,452
2010 1,238,427
2011* 1,100,000

*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 thercof

(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 o, if noi 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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(%)
(6)

market value not less than the amount of the certificates of deposit so secured, including
interest;

Repurchase agreements when collateralized by securities as set forth in Section 6-5-10,
and .

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 lean assoctation 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 (3) is
limited to obligations described in items (1), (2), and (5) above, and (ii) has among its
objectives the aftempt to maintain a constani net asset value of one dollar a share and to
that end, value its assets by the amortized cost method.

In addition to these investments, the State has established a South Carolina Pooled Investment

Fund into which any county treasurer may deposit public moneys in excess of current needs. The State
Treasurer may invest the moneys of the fund in the same types of investments provided for in Section
6-5-10 above (as well as those permitted in Sections 11-9-660 and 11-9-661) and then may sell to all
political subdivisions of the State participation units in the fund which shall be legal investments for the
subdivisions in addition to the investments and deposits authorized in the sections detailed herein.

[Remnainder of page intentionally left blank.]
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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, 2005 through June 30, 2009,

Revenues
Property Taxes
Licenses and Pernnits
Intergovernmental
Charges for Services
Fines and Forferures
Interest
Miscellaneous

Total Revenues

Expenditures
" General Government
Public Safety
Public Works
Public Health
Public Welfare

Cultural and Recreation

Total Expenditores

Excess Revenues Over
{Under) Expenditures

Other Financing Sources (Uses)

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

Net Change in Fund Balance
Prior Period Adjustment

Fung Balance Beginning of Year§ 5150600 §

Fund Balance End of Year

2005 2006 2007 2008 2009
$ 47,419,184 $ 49,557,808 § 55,872,654 § 60,474,820 $ 74,049,850
3,393,994 4,635,798 4,879,471 3,894,583 2,787,597
6,073,748 6,402,451 7,813,256 8,649,634 9,064,132
12,179,930 13,256,653 11,643,392 10,568,767 10,181,054
882,229 872,216 1,150,081 1,029,600 1,063,709
64,028 966,561 1,336,688 1,015,196 1,033,426
311,610 418,423 1,561,330 565,823 1,091,778
$ 70,324,723 § 76,109910 § B84256,872 $ 86,198,423 $ 99,271,546
$ 15616654 § 17,145467 $ 18,956,722 § 20,963,806 § 21,049,036
29,301,879 31,551,018 35,583,070 38,617,353 40,265,774
7,897,503 8,159,421 15,434,287 15,946,656 15,392,335
2,172,343 2,490,990 2,731,723 2,975,284 5,151,909
717,165 729,436 867,699 931,321 932,425
6,702,500 7,302,362 7,538,119 8,658,731 13,354,314
$ 62,408,044 § 67,378,694 § 81,511,620 $ 88,093,151 $ 96,145,793
$ 7916679 $ 8731216 $ 2745252 § (1,894,728) § 3,125,753
62,458 § 1219512 8§ 455547 § 2,251,087 § 869,682
(1,334,387) _ (1,378,585) _ (1,848341) _ (2,241,888)  (2,812.282)
$ (1,2715829) §  (159073) $ (1,392,794 $ 9,099 $ (1,942,600)
6,644,750 8,572,143 1,352,458 (1,885,525) 1,183,153
(77,431)
11,795,350 $ 20,367,493 $ 21,642,520 § 19,756,991
§ 11,795,350 § 20,367,403 § 21642520 § 10,756,991 § 20,940,144

Source: Audited financial statements provided by the County.
" General operating funds that are transferred to special funds thereby restricting their uses.

Financial Statements

The financial statements of the County for years ended June 30, 2005, 2006, 2007, 2008, and
2009 have been audited by Elliott Davis, LLC. A portion of the audited financial statements of the
County for the year ended June 30, 2009, is attached to this Preliminary Official Statement as Appendix
A. Copies of complete audited financial statements for the year ended June 30, 2009, and prior vears are
available for inspection at the County offices.

23



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 ordioary expenses
of a county for any year shall exceed the income, the governing body of the county is required to provide
for levying a tax in the ensuing year sufficient, with all other sources of income, to pay the deficiency in
the preceding year, together with the estimated expenses for the ensuing year, These requirements
generally have been interpreted so as to allow for payment of expenses from funds on hand or traosfers, 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 annualy, 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 cxcept as provided for by other
revenue sources. After County Couneil 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 suppiemental
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.

General Fund Budget for the 2010-2011 Fiscal Ycar

The following is a summary of the General Fund Budget of the County for the fiscal year ending
June 30, 2011,

FY 2011 Budget

Revenues
Property Taxes $ 79,985,015
Licenses and Permits 2,501,000
Intcrgovernmental 7,686826
Charges for Services 10,637,150
Fines and Forfcitures 1,035,650
Inferest 150,000
Miscellaneous 2,156,395
Total Revenues 104,192,036
Expenditures
General Government 20,331,921
Public Safety 43,535,722
Public Works 16,106,853
Public Health 5,195,179
Public Welfare 938,259
Cultural and Recreation 9,084,062
Total Expenditures $ 104,152,036
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ECONOMIC AND DEMOGRAPHIC INFORMATION
Location and History

The County is located in the southern coastal area of South Carolina known as the “Lowcountry.”
The County is bordered on the east by the Atlantic Ocean, on the north by Cnlleton 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 has a land area of 587 square miles. The County is one of
the fastest growing in South Carolina. The County seat is the City of Beauforl. Since the 1600s,
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.

Commecrce and Development

The County is a center for tourism, recteation, retirement and associated services, and the
military. Beaufort County received more than $1.0 billion in domestic travel expenditures in 2008, the
latest year for which county-level figures are available from the South Carolina Department of Parks,
Recreation, and Tourism. In 2008, expenditures by tourists generated 12,800 jobs, $206.8 million in
payroll, and $34.1 million in local tax receipts within the County, Hilton Head Island, Fripp Island and
Hunting Island are all located in the County, 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.

Major residentizl 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 inic a neighboring
county in order to more than double its current nuinber of homes. Additional developments in the
southern part of the County include Spring Island, Callawassie Island, Colleten River Plantation, Belfalr
and Westbury Park., Sun City Hilton Head, a Del Webb / Pulte Homes scnior 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 1.8, 278 Corridor, including a Target store, Wal-Mart Superstore, Home Depot
and several major supermarkets, In northern Beaufort County, enmmunities continue to develop at
Lady’s Island, Cat Island, Dataw Island, Habersham, Bray’s 1sland and throughout the City nf Beaufort.

In January 2010, Plumm Design, a manufacturer specializing in customized metal designs such as
countertops, facades, range-hoods and hand-painted, decorative tin panels, announced that it will locate
its new operatinng in a 26,000-square-foot facility in Beaufort County’s Industrial District, The §3.2
million investment is expected to generate 50 new jobs over its first five years.

CareCore National, LLC constructed a new headquarters facility in the Town of Bluffien 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
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millien, to a developer who would transform the property into a mixed-use commercial and residential
development.

The 1J.S. Marine Corps Recruit Depot at Parris Isiand, 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. In 2009,
Beaufort City Council signed a resolution supporting the Department of Defense’s proposal te Jocate up
to 11 joint strike fighter jets at the Air Station beginning in 2013,

University of South Carolina — Beaufort (“USCB™), the Lowcouniry’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 starf-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 & Statisties 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 1n 2003, the
latest year for which information is available, was 524,464,553,

Tourism

{n 2008, tourists spent approximately $1 billion in Beaufort County, aceording to a report by the
South Carolina Department of Parks, Recreation and Tourisin entitled “The Economic Iinpact of Travel
on South Carolina Counties.” In 2008, tourism was responsible for $206.8 million in payroll, 12,800 jobs,
and $34.1 in local tax receipts in the County. The County ranked third in the State on these measures,
behind only Horry County {where Myrtle Beach is located) and Charleston County. More than 10% of the
total amount spent by tourists in all of South Carolina’s 46 counties was spent in Beaufort County.

Capital Investment

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

New New
Year Investment Employment
2006 $14,000,000 370
2007 — -
2008 5,115,000 125
2009 5,969,000 50

Source: South Carolina Departinent of Commerce and the Lowcountry Economic Network
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The totals in the previous table include the following companies and projects in which the South Carolina
Department of Commerce played a major role.

Year Company Industry Project Type Investment Jobs
2006  CareCore National, LLC Service Expansion $6,500,000 300
2006  Grayco Manufacturing New 7,500,000 70
2008 CareCore National, LLC Service Expansion 4,400,000 125
2009 confidential Distribution Expansion 2,769,000 0
2009  Plumm Design Manufacturing  New 3,200,000 50

Major Manufacturing Establishments

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

Number
Name Product of Emplovees
Resort Services, Inc. Cleaning chemicals 263
Istand Packet Daily newspaper publisher 100
NUFARM Speciaity Products, Inc. Chemical intermediates, dyes, surfactants 92
Beaufort Gazette Newspapers: printing and publishing 77
Rea Construction Asphalt hot mix 65
Athena Corp. Polymer bathtubs, countertaps, 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
Largest Nonindustrial Employers

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

Percentage of Total
Name -Twpe of Business Emplovees County Emplovment
Beaufort County School District Education 3,400 20.3%
Beaufort Memorial Hospital Healthcare 1,750 10.3
Beaufort County Government 1,164 7.0
Marine Corps Recruit Depot {civilians only} Military 882 5.3
Marine Corps Alr Station (civilians only) Military 700 42
Hilton Head Medical Center Healthcare 600 3.6
Wal-Mart Stores Retail 320 3.1
Hilton Head Marriott Golf and Beach Resort Hotel/T'ourism 520 EN|
The Westin Resort Hotel/Tourism 450 2.7
Crowne Plaza Resort Hotel/Tourism 430 2.6

Source: Beaufort County Comprehensive Annual Financtal Report for the year ended June 30, 2009,
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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 censtruction has, of course, been affecied by general economic
conditions in the United States affecting real estate activity.

Residential
Year Ended Number of Construction
December 31 Units Costs
2005 4,650 1,000,991,167
2006 3,448 890,986,323
2007 2,224 530,146,319
2008 1,326 185,428,771
2009 859 163,420,324

Sowrce: County Building Inspector, Town of Port Royal, Town of Hilton Head Island and City of
Beanfort

Retail Sales

The following table shows the level of gross retail sales for businesses located in the County:

Fiscal Year Ended Total
June 30 Retail Sales
2005 $3.646,847,632
2006 3,908,542.814
2007 3,973,795,733
2008 3,713,434,874
2009 3,360,545,855

Source: Scuth Carolina Department of Revenue
Unemployment

The average unemployment rates 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 .8,
2005 4.9% 6.7% 5.1%
2006 4.7 6.4 4.6
2007 43 5.9 4.6
2008 5.3 6.9 5.8
2009 8.8 11.7 9.3

Source: U.S, Department of Labor, Bureau of Labor Statistics
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The average unemployment rate in the County for each of the last 12 months for which data is
available is shown below:

Unemployment

Date Rate
August 2009 8.9%
September 2009 8.7
October 2009 5.0
November 2009 8.1
December 2009 8.0
January 2010 9.7
February 2010 9.5
Match 2010 8.8
April 2010 7.2
May 2010 7.6
Tune 2010 8.1
July 2010 8.7(pm

(p) Preliminary.
Source: U.8. Department of Labor, Bureau of Labor Statistics; South Caroline Employment Security
Commission,

Labor Force

The composition of the nonagricultural civilian labor force working in the County (regardiess of
place of residence), for the last five years for which information is available, is as follows:

Sector 2004 2005 2006 2007 2008

Manufacturing 1,207 1,165 1,233 1171 1,153
Construction & Mining 8,493 8,579 8,974 8,366 7409
Transportation and Public Utilities 1,396 1,553 1,581 1,437 [,289
Wholesale and Retail Trade 11,119 11,659 11,887 12,290 12,101
Information 942 921 1,018 1,048 1,039
Finance, Insurance, and Real Estate 8,730 0,083 11,331 12,451 13,258
Services (including Agricultural Services) 38,325 38,867 40,130 42,529 42,559
Government 20,162 20,200 20,241 20.729 20,937
TOTAL 20,716 93,273 96,772 100,423 100,185

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:

2005 2006 2007 2008 2009
Civilian Labor Force 61,381 62,903 63,898 63,794 64,805
Employment 58,372 59,932 61,142 60,382 59,101
Unemployment 3,009 2,971 2,756 3412 5,704

Source: South Carolina Emplovment Security Commission, Labor Market Inforination
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Population Growth

The following table shows population information for the County for the last four decades for
which census figures are available, along with figures for the State and the United States for comparison.

Beaufort County South Carolina United States
Population % change Population % change Population % change
1970 51,136 - 2,590,516 - 203,302,031 -
1980 65,364 8% 3,121,820 21% 226,545,805 11%
1980 86,425 32 3,486,703 12 248,709,873 i0
2000 122,068 40 4,012,012 15 281,421,960 13
2009# 155,215 27 4,561,242 i4 307,006,550 9

#Egtimate.,
Source: U.S. Census Bureau

The foliowing table shows the 2000 Census population and the estimated 2009 population of all
incorporated municipalities located within the County:

Municipality 2000 Census 2009 Estimate
Town of Hilton Head Island 33,862 34,249
City of Beaufort 12,950 12,120
Town of Port Royal 3,950% 11,421
Town of Bluffton 1,275% 12,519%

*A portion of this growth is due to annexation.
Source: U.S. Department of Commerce, Bureau of the Census, Population Diviston.

Median Age and Education Levels

In 2000, the County ranked second in the State for coilege-educated population, with 33.2% of its
population 25 years or older holding a bachelor’s degree or equivalent. The following table illustrates the
changes in the median age of the County and the percentage of the population 25 years old and older with
a bachelor’s degree or higher from Census 2000 to the latest estimate available from the U.S, Census
Bureau. Median age and education statistics for the State and the United States are included for
cotparison purposes.

Median Age (in years) Percentage over 25 with bachelor’s degree
County South Carolina United States County South Carclina United States
2000 35.8 35.4 35.3 33.2% 20.4% 24.4%

2008 38.1 373 36.7 36.9 23.2 27.4

*latest estimate available.
Source: U.S. Department of Commerce, Bureau of the Census
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Per Capita Personal Income

Beaufort County's per capita income has remained above state and national levels from 1996 to
2008. The County ranked first in the State in per capita personal income in 2008, 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
2004 $37,474 $27,903 $33,881
2005 39,840 29,223 35,424
2006 43,183 30,927 37,698
2007 45,427 31,925 35,392
2008 46,790 32,495 40,166
2009 N/A 31,799 39,138

Source: T1.S. Census Bureau; *U.S. Bureau of Economic Analysis
Median Family Income
The County had a median family income of $65,800 for Fiscal Year 2009. This income level

ranks the County as the second highest in the State. The table below shows the median family income for
a family of four in the County, State and the United States for the last five years:

Year County State United States
2005 $62,150 $52,400 $58,000
2006 63,000 52,900 59,600
2007 61,100 50,800 59,000
2008 61,500 52,900 61,500
2008 65,900 59,663 64,000

Source: U.S. Department of Housing and Urban Development
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 11.8. 17 with the City of Beaufort, several islands in northern Beaufort County, and the
furthest east point in the County: Hunting lsland State Park. 10.8. 278 connects U.S. 17 with southem
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
Charlotte and American Eagle from Raleigh/Durham. The terminal at the Hilton Head Island Airport was
completed in November 2002. The Beaufort County Alrport 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 yehab and 14 mental health), It employs 1,200 people, including a medical staff of more than
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150 physicians, 100 percent of whom are board-certified. The main hospital is located in the City of
Beaufort. Beaufort Memorial's cancer center in the Town of Port Royal is affiliated with Duke
University, Beaufort Memorial’s clinic in the Town of Bluffton includes doctors’ offices, laboratory,
x-ray and health education programs. Hilton Head Regional Hospital, within the Town of Hilton Head
{sland, 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 Civitan 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,

Higher Fducation. 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 bad a Fall 2009 headcount enroliment of
1,684 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. Tt also has field education offices
at the Marine Corps Air Station and Parris {sland 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 Fall 2009
headcount enrollment of 2,565 students,

Webster University, a private graduate institution, has three campuses in the County: at the
Beaufort Naval Hospital, Marine Corps Air Station, and Parris [sland Marine Recruit Depot. Each
location offers Masters in Business Administration degrees as well as master’s degrees in other subject
areus.

Financial Institutions

According to the Federal Deposit Insurance Corporation, as of June 30, 2010, there were 65
branches of commercial banks and 11 branches of savings institutions in the County, with otal deposits
of $3.58 billion at ali financial institutions, 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.
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TAX EXEMPTION AND OTHER TAX MATTERS
Opinion of Bond Counsel

Certain legal matters with regard to the issuance of the Bonds 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 Bonds. The proposed form of Bond Counsel’s opinion appears
as Appendix C to this Official Statement.

Internal Revenue Code of 1986

The Tnternal Revenue Code of 1986, as amended (the “Code™) includes provisions that relate to
tax-exempt obligations, such as the Bonds, including, among other things, permitted uses and investment
of the proceeds of the Bonds 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 Bonds becoming subject to federal income taxation retroactive to the date of issuance of the Bonds.
The County has covenanted to comply with the requirements of the Code to the extent required to
maintain the exclusion of interest on the Bonds from gross income for federal tax purposes. Failure of the
County to comply with the covenant could cause the interest on the Bonds to be taxable retroactively to
the date of issuance.

The Code imposes an alternative minimum tax on a taxpayer’s alternative minimum taxable
income. Interest on the Bonds is not an item of tax preference for purposes 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 certaln corporations., Bond Counsel expresses no opinion regarding other federal tax consequences
arising with respect to the Bonds.

South Carolina Taxation

The interest on the Bonds is 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 Department of Revenue require that the term
“enfire net income” includes income derived from any source whatsoever including interest on
obligations of any state and any political subdivision thereof, Inierest on the Bonds will be included in
such computation.

Original Issue Discount

(the “Purchaser”) has advised that the respective initial public
offering price of the Bonds maturing on 1, in the years (the “Discount Bonds™), is less
than the respective amounts payable at maturity. An amount not less than the difference between the
initial public offering prices of the Discount Bonds and the amounts payable at muturity constitutes
original issue discount (“OII¥"). Owners of Discount Bonds should consult their own tax advisors as to
the determinations for federal income tax purposes of the amount of OID properly payable each year with
respect Lo the Discount Bonds and as to federal tax consequences and the treatment of OID for State and
focal purposes.

The portion of the OID that is deemed to have accrued in each year to an owner of a Discount
Bond will be included m determining the corporate alternative minimum tax, the distribution
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requirements of certain investment companies, and may result in some collateral income tax
consequences mentioned in the preceding sections. Consequently, owners of any Discount Bonds should
be aware that the accrual of the original issue discount in each year may result in a corporate altemative
minimumn tax liability, additional distribution requirements, nr other collateral federal and South Carolina
income tax consequences although the owner of such Discount Bond has not received cash atiributable to
such original issue discount in such vear.

Section 1288 of the Code provides, with respect to tax-exempt obligations such as the Discount
Bonds, that the amount of original issue discount accruing each period with respect to Discount Bonds
purchased upon the initial offering of such Bonds will be added to the owner’s tax basis for the Discount
Bonds. Such adjusted basis will be used to determine taxable gain or loss upon disposition of the
Discount Bonds (including sale, redemption, or payment at maturity},

The Code contains certain provisions relating to the accrual of original issue discnunt and its
effect on the redemption, sale, or other disposition of the Discount Bonds that are not purchased in the
initial offering at the initial offering price. Purchasers of Discount Bonds who de not acquire the
Discount Bonds in the initial offering at the initial offering price should consult their own tax advisors
with respect to the tax consequences of the ownership of the Discount Bonds.

Prospective purchasers of the Bonds which are Discount Bonds should consult their personal tax
advisors with respect to the determination for federal income tax purposes of the amount of original issue
discount or interest properly accruable with respect to such Bonds and other tax consequences of owning
Discount Bonds.

Premium Bonds

Certain of the Bonds have been sold at public offering prices which are greater than the amount
payable at maturity (“Premium Bonds™), An amount equal to the excess of the purchase price of the
Premium Bonds over their stated redemption prices at manwity constitutes premium on such Premium
Bonds. A purchase of Premium Bonds must authorize any premium over such Bonds’ term using
constant yield principles, based on the purchaser’s yield to maturity. As premium is amertized, the
purchaser’s basis in such Premium Bond is reduced by a corresponding amount, resulting in an increase
in the gain (or decrease in the loss) to be rccognized for federal income tax purposes upon a sale or
disposition of such Premiwn Bond prior to its maturity. Even though the purchaser’s basis is reduced, no
federal income tax deduction is allowed. Purchasers of any Bonds at a premium, whether at the time of
initia! issuance or subsequent thereto, should consult with their own tax advisors with respect to the
determination and treatment of premium for federal income tax purposes and with respect to state and
local tax consequences of owning such Premium Bonds,

LEGAL MATTERS
Bond Counsel Opinion
The issuance of the Bonds is subject to the favorable opinion of McNair Law Firm, P.A., Bond
Counsel, as to the validity of the issuance of the Bonds under the Constitution and laws of the State of
South Carolina, The proposed form of Bond Counsel’s opinion appeats as Appendix C to this Official

Statement.

The McNair Law Firm, P.A., has assisted the County by compiling ccrtain information supplicd
to them by the County and others and included in this Official Statement, but said firm has not made an
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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
Bonds, 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, fo the knowledge of the
County, threatened to restrain or enjoin the issuance, sale, execution or delivery of the Bonds or the levy
and collection of taxes to pay the Bonds; or questioning the proceedings or autherity pursuant to which
the Bonds are issued and taxes levied; or questioning or relating to the validity of the Bonds, or contesting
the corporate cxistence of the County or the tities of its present officers to their respective offices.

The absence of such litigation will be confirmed at the time of delivery of the Bonds.
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 iis debts as such debts mature to file a
petition in the United States Bankruptey Court for the purpose of effecting a plan to adjust iis 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
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 amnount and
more than one-balf 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 intercst 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 “Aal” and “AA+”
respectively, to the Bonds. 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 Bonds. Generally,
the Rating Services base their ratings on such information and materials and on investigations, studies and
assumptions fumished 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 pricc of the Bonds.
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UNDERWRITING

The Bonds have becn purchased at a competitive sale from the County for resale by
(the "Underwriter"). The Underwriter has agreed, subject to certain conditions, to
purchase the Bonds for . The initial public offering prices of the Bonds as shown on
the inside front cover of this Official Statement may be ¢hanged from time fo time by the Underwriter.
The Underwriter may also aliow a concession from the public offering prices to certain dealers. If all of
the Bonds are sold at the public offering yields as set forth on the inside front cover of this Official
Statement, the Underwriter anticipates a total selling compensation of § . The
Underwriter has received no fee from the County for underwriting the Bonds.

FINANCIAL ADVISOR

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

Ross, Sinclaire & Associates, LLC may, through the competitive bidding process, acquire as
principal, or as a participate in a syndicate of underwriters, all or a part of the Bonds including those upon
whiclt Ross, Sinclaire & Associates, LLC has rendered financial advice. Prior to its participation in the
competitive bidding process, Ross, Sinclaire & Associates, LLC will obtain the wriften and express
consent of the School District to Ross, Sinclaire & Associates, LLC's pariicipation iu 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, LIL.C, will not participate in the competitive bidding
process.

CERTIFICATE CONCERNING THE OFFICIAL STATEMENT

Concurrently with the delivery of the Bonds, the Administrator of the County will deliver to the
purchaser of the Bnnds 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 Bonds, 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
Statement is to he 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 supphied by, or which should have been supplied by, the successful bidder for the Bonds,

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 Bonds in accordance with
Rule 15¢2-12 of the United States Securities and Exchange Commission under the Securities Exchange
Act of 1934, as the same may be amended {fom time to time (“Rule 15¢2-12), the County has entered
into a Disclosure Dissemination Agent Agreement (“Disclosure Dissemination Agreement™) for the
benelil of the holders of the Bonds with Digital Assurance Certification, L L.C. (“DAC”}, under which
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the County has designated DAC as Disclosure Dissemination Agent. The form of Disclosure
Digssemination 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 #ts 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 opimion 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 suminaries of
such provisions thereof and do not purport to describe with particularity all provisions thereof,

Please address further inquiries, or requests for additional copies of this Preliminary Official
Sratement to Gary Kubic, County Administrator, Beaufort County, South Carclina, 100 Ribaut Road,
Room 156, Beaufort, South Carolina 20601-1228, Telephone (843) 470-2592; the County’s Bond
Counsel, Francenia B. Helzer, Esquire, McNair Law Firm, P.A, 1301 Gervais Street, 17th Floor,
Columbia, Scuth Carolina 29201, Telephone (803) 799-9800, e-mail: fheizer@menairnel; or the
County’s Financial advisor, Brian G. Nurick, Financial Advisor, Ross, Sinclaire & Associates, LLC, 1219
Assembly Street, Columbia, South Carolina 29201, telephone (800) 255-0795, e¢-mail:
bnurick@rsamuni.com,

The delivery of this Official Statement and its use in connection with the sale of the Bonds 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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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

As manegement of Beaufart Counly, Sauth Caroling {the County). we affer the readers of {he County's financla) stataments this aamallve
averview aitd analysis of the financlat activiies of Bezutort County, Sauth Carolina far the fiscal yaar ended June 36, 2009, We encourage the
rzaders 1o consifer the Informatian presanted here n cenjunction with additiongl information that we have fumished in our latter of iransmitiat,
which can be found en pages 1 thraugh 5 of this report,

FinaNCIAL HIGHLIGHTS

s The assels of BeavTor Counly exceeded It5 fabliifies at Juns 30, 2609 by $221,585,693 (net assals), Of this amount $81,761,712
{usrestricted net assats) may be used fo maet the gavemmant's ongolnp ebligstions to clizens and creditors.

+  Thz govemment's ictal net assels increased by $35403,100 dusing the fiscal year ended June 30, 2008 with a $36,003,240
incraase rasulllng from govemmental activitles and & $500, 140 decrense resuking from business fype acliviies.

¢ Al lthe close af the cumenl fiscal year, the CBunly's gove minental funds reported cambined anding fund balanices of $183.420,336,
an increase of $37,804 828 In companisen with the prior yaar, Approximately 28 parcent, $53,255,560 ie available for spending &t
the gavernment’s discrelion (Unreserved, undssignated fund balance).

» At the end of the current fiscal year, the f.‘.aunty’s uneserved fund balance far the ganeral fund was $18,771,412, or appraximatety
18 percent of the general fund expenditures and tfransfers,

+  Beaufoi Caunty's net capiisl assels increased by $28,848,265 duning the cument fiscal year. The increase in govermmental
activitlas hat capital asaets af $28,677,556 was maslly tha result &f ssles lax raad project additfons to canstruction in propress, '
purchasés of property i{hrowgh the Real Propety Purchase Program, Ppurchasas refsting 48 amemgency maeagement
cammimuhications enhancements and fadios, ssveral otiter road p,:aject additions throughout the Caunty, purchases rt_alsﬁng to the
Caunly's valce-ovar [P syslem, and cansbuction of the Buckwaltar Fark Recraatian Center,

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis ara imendad 18 serve as an introductian to the County's basie financial statements. The County's besic
financial stataments comprisa thrae companents: 1) govamment-wida financial statements, 2) fund financlal statements, and 3) notes ta
the fingncial atatements, This report alse conlaine athar suppiementary Infarmation In addilion {8 the hasic financial siatements

themselves,

Govarnment-wide fingncia! stataments — Tha govermment-wide finencie! stelements are designed 18 provide readers with & proad
overview of the County's finances, in & menner simitar 18 5 private-seelor buainess. In paddicular, these sistements include all assets gnd
Esbiliiles using the accrual hasis of accounting tsed by masl priveie secior companies,

The stetement of nef assats presents information an all of the Catnly's asbets less its lirbilities, with 1he difference belween the two
Teported as nal assefs. Over fime, increases or decreases in net assets may senve as 2 useful Indicatdr af whether the Fnancis! position

of the D:aunly is improving er deteridrating.

The stefement of sCtivities presents intarmetion showing haw tha govemment's net assets changed dudng the mast recent fiscat year,
Ali changes in nal aseels are tepdrted as saan as the underying event giving fise to tha chenge oceurs, regerdiass of the liming of
ralated cash fiows. Thus, revepues and expenses arg reportad in this Statement for some Hems that will anly result in cash flows in fulure
fiscal periods {&.9., uncoliected taxes and asmed bit vnused vacalior isave).

Both the pavammeniwide financial stalements distinguish funttions of the Caunly ihal eve principally supparted by lexes snd

Intergovesnmentai revenuss {govammental 2cthsilias) fram oiber functians thel are intersd ta recavar 2l ar a stgnificant panion of thefr
cosls through usar fees and charges (business-ype seifviies). The governments! activitles af the County Include peneral govainment,
publiz safety, public works, putiic heakth, public walfare, and cultural and recreation. Tha businass-type activities include the gemge,
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSEION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

stomwaler wiility, fthe Lady's {5land Atrporl, and the Hitton Head fsland Alport. The business-iypo activities function far olf practicai
purppses as departmsiits of the County, and therefore have been included as inegral ports of the primary government,

The government-wide financial statements can be found on pages 27 through 29 of this repor.

Fund fimanciat staternonds - A fund s a grouping of refated accounts 1hat i used fo maintaln confrol over resources hat have been
segregated for specific activilles or abjectives. The Gounty, like other stote and local govamments, uses fund accouniing to £fsure and
demonstrate compliance with finance-refated legal requirements. Al of Ihe funds of Beaufort County can be divided inlo three
categaries; govarnmanlal funds, proprietary funds, ang fauciary funds.

Govemmental funds — Govemmenta! funds are used to account fer essentlaily the same funclions as govermments! acliviiles of the
governmeni-wide fnancis! statemerls. Howaver, unllke the gevemmentwide financial statements, governmental fund financial
statements focus on nesr-ferm inflows and oulliows of spendable resoyroas, &8 well as on balancos of spandable resourves avoflable at
the end of the fiscal yeat. Such ifformation may bo veehut in evaiugiing the Couniy's near-lem financing requite ments.

Because the forus of govemmantal funds 15 namower then tha! of the governmertwida fmancial statements, it Is usaful to compare the
informalien prasenied for govemmente! funds with similar information pfesented for govemmeniaf acfivitios in the govemmant-wide
financial staternents, By doing sp, readsrs may better understond the longderm impadt of the governmeant’s neartesm financing
decisions. Both the govemmentai fung balance sheet and the gavemmenal fund sioloment of revanues, expandituras, smd changes in
fund halances pravide a reconelllation to faciiilate this comparison betwaen govarnmentsl funds and govemmeania! sclivities.

information 15 presented separately in tha govemmental fund balance sheef and in the governmental fund statement of revenues,
expandituras, ond changes i fund balances ot the general fund, the County wide general obligation bonds fund, the 2009 bond
anticipation noles fund, the New River TIF bonds fynd, the sales tax projects fund, the real proparty program fund, end {he 2008 bond
projects !dnd. ali of which are considered to ke major funds, Oats fiom the piher govammental funds are- combined into a singlo,
aggregaled preseniation. indilidusl fund dela for each of these nonmajor governmental funds is providad in tha form of combining

stafements alsewnere in this report.

. The Gounty adopls an amual appropriated budgal for its general fund, A budgatary comparison statement has baen pravided for the

generai fund to demonstrale compliznes with this budgst,
The basic fund firancla! stataments can be found an pages 30 threugh 35 of thig raport,

Propristary funds - The County maintains four different types of propriatary funds, three of which ate enlerprisa funds, E'mgrprise funds
are used to repott the same funclions as busihess-fype activifios In the govemment-wide financial statements. The County uses
enterprise- funds {0 account for its stomwwater ufility, Lady's lsland Airpor, snd Hiltan Head Jzland Aipon operations, These funds reporl
the sanvices plovided by the County for which the County chatges a user fee o charge intended o recover &l oF a significant poriion of

thair costs,

Prepristary funds provide the same type of infomation as the government-wite financial stataments, only in more detall, The praprietary
fund financial stataments provide separate information for stormwater uiility, Lady's tsiand Alrport, and the Hilton Head island Aliped, all

of which are consldered to be major funda of the Caynty.

tntemal grvice funds are an accoudting mechanism to acsumulate and allocale costs intemally for the Gounty. The County uses intemal

serice funds to account for s garage.
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BEAUFORT COUNTY, SOUTH CARCLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

The basic proprietary fund financial statements &3n be fsund on pages 37 through 40 of this repant.

Flduclary funds - Fiduciary funds are used ta account for resources held far the baneft of parlies cutside the gevammment. Flduciaty
funds sre nat refidcted in the gavemment-widz financly stataments beceuse the rassurces of those funda are nat available ts supporl the
Gaunty's own programs, The accounting usad far the fiduciary funds is much fika that used far proprietary funds.

The statement of fiduciary net sssels can be faund gn page 41 of this repan,

Notes te the finencial stataments — Tha noles provida additionat infarmatisn that |s essential ts a full understanding of the datas
provided In both the govemment-wide and the fund finsncizl statements, The nales are presenied an pages 42 thraugh 88 of the reparl,

Other supplemental informstion ~ In sdditien to the basic fnencial stetemeants and accompanying fiotes, this repar also presenls
ceriain supplemental informmatisn that further suppods 1he fnanctal statements.

The cambining ststements refermed to eafler in connectisn with nenmajor governmentat funds are presented within this section of this

rapsit and can be found on pages 61 through 202,

GOVERNMENT-WIDE FINANCIAL ANALY 518 .
As noted. earlier, net assels may serve over time as 2 useful indicater of @ government's financial pesition. In the case #f Beaufen

Gaunty, assels exceeded libllities by $221 965,693 as of June 30, 2009,

Of this smount $105,500,611 {approximately 47 percani) reflecls the Counity's nvestrnent in capital sssels {fand, buildings and
enipmenl); tass any related debt used to acquire these assets that is stilf outstanding. The Caunty uses these capital sssels 1o provide
senvices te oitizens; coneequenlly, these assels ere nol avaiisble for fulure spending. Alhsugh the Gounty's Investrent In &s capitsl
assets is reperted net of refated debt, it shauld be nofed that the ressurces needed ko repay this debt must be provided from other
sowees, since the capllal assels themssives cannol be used io repay the debt. An additional portion of the Gounty's net assets,
$34,763,370 {approximately 16 percent), represanis reagurces that sre reslricted to the tepayment of the Caunty’s bended indebledness,
The remaining balance of tnrestrictad net sssels, $81,704,712 (approximately 37 percent), inay be used to mee! the gavernmant's

ongeing ebligations ts cllizens and credlivrs,

Al the end of the cunent fiscel yoar, Beaufort Caunty i able to reperd pasifive balsncas in =il threa catsgories of nat assels, bath for the
gevarpment 85 a whole, as well ss for ts separste governmental and business-type activities,
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BEAUFORT COUNTY, SOUTH CARDLINA

NMANAGEMENT'S [RSCUSSION AND ANALYS!IS
FOR THE FISCAL YEAR ENUED JUNE 30, 2009

Beaufort County's Nel Asseis

June 30, 2009 and 2008
Govermmants| Adivitles Business-{ype Activilles Total
’ Parcent
. 2008 2008 2008 o008 2008 2008 _Change
Current and Gthar Assets § 212379743 3 171,06B490  § (1,202417) § 2478464  § 214,177,595 § 173546654 .T%
Capltal Asssts 287,524,153  _ 958 546,507 23074168 _23103468 3105982321 284750055 _10.2%
T otal Assets 3490000850 $ 420715087 20870061 $.25.581622  S.521775.017 8456096700 146%
Long-Tern Ligbifilies § 221352900 3 240,017202 § 374809 § 937679 S 221,727,708 5 241955481 {B.4%)
Other Lisbilities 77,591,937 24,742 098 490,678 2,036,839 78,082,515 28,778.835 191.6%
Totar Liabiliies § 20B044R37 § 264750298  §___BE6.087 $_307¢818  $.208810024 5 2BAISANME _116%
Met Assets:
Investad in Capitat Assats ,

Naiof Related Dabt $ 82428443 $ 70908216 $ 23074168  §21,340684 & 05500611 3 02246000 42.5%
Resiricled for Debt Service 34,763,370 48,505,884 - N 34,763,370 48,605,864 (28.5%)
Unrestricted (Defict) 83,768,215 45,443 709 {2,067.504) 266,420 81,701,712 45709829 _82.5%

$-200.838.029  $_164 B5F 788 $ 21006664 $21608804 9221886608 $ 186662503 L 19.0%

The County's tolal nef assets increased by 535,402,100 during the 2009 fiscal vear.

Key etements of Ihis increase are as follows:

+  There was ah increasa in the County’s govemmental curent and other assets of $41.3 miliion, which increased mostly hecause of

$53.6 millicn In bond anticipation note and ganaral oblfigation bond borrowings within the 2008 fiscat year. The bormowings led to an
increase within thé County's 200 bond anticipation nate fund of $21.1 million, an increase of $16,9 million within ihe Counly's reel
propeny program fund, ang a $1.4 millfon increase within the County’s 2009 genars! nbligation bond lund, Additienally, the Gounty's
sales tax project fund increased by $15.4 million within the 2009 fiscal year due jo contlnued stiong 1% sales tax referendum
colleclions. These increases were parlially offset by a 317.3 milon bond refonding, which helped to decrease the Counfy’s generat
obligation bonds fund ty $17.4 mllion in fistal year 2008 comparad to fiscai year 2ndad 2008,

The County's govemmental nat capital assets increaged by $28.9 mition, This fncraasc oceurred mostty from the County's $16.3
milfion investment In infrastructure retated 1o {he 1% sales tax referendum road projec, $4,8 mifllon in purchases of iand and
easements, 4.0 miiifon in upgraded radios for mproved communications abillizs in the event of emargencies, 52.9 million in other
roed profects, $2.6 miilion for the County's volee-over 1P system, and $2.1 million for the Suckwalier Park Recraation Genler, Sea
the capitai assets aid debt edministration section below for mere detall.

The $186.7 million decrease within the County's governmental inng-term liabifilies was mainly caused by the County's $17.3 million
hond refunding within the 2009 fiscal yeer. Additionaily, e $52.8 million intrease wilhin jhe County's govemmantal other iabiliies
was mostly caused by the $48.8 million bend anticipation nota borrowing within fiscar vear 2008. See tha capita? assels and debt
administration section starling @n page 24 for more detall.
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Revenues:

Program Revenues:

Charges for Services

Operating Grants and
. Conlrbulions

. Caphal Grants and

Coriribulions
General Revenues:
Proparty Taxes
Sales Taxes
Grants and Contributions
Unrestricted Investment

Earnings
Miseelanecus
Total Revenues

Program Expenses
Govemnmenta| Activities:!

Qaneral Zovemmant’
Public Safaty

Pubiic Works

Pubiic Heelth

Public Waltere

Cultural and Recreation
Interesl

Buslness-Type Acivilies:
Slormwater LHility
Lady's Isiend Alrport
Hifton Head Alport
Total Expensas

BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 20, 2009

Beaytan County’s Changes in Nel Assets
For the Fiscal Years Ended June 30, 2009 end 2006

Excess Revanues over Expenses 35,003,240

Transfers in/ (Qui}

Change in Net Assels

Net Assets, Beginning

Net Assgats, Ending

Govemmenta)l Activities Business-type Acfivittes Total
200g 2008 2008 . 2008 2008 2008
$ 28,635,705 $ 35326855 $ 4854807 § 5471,284 3 334515 § 41798238
8,045,928 5,312,520 124 581 244,468 8,171,009 6,556,988
4,223,968 7,754,421 OBE 411 1,004,824 5,210,377 B,758,045
2,725,922 81,308,195 . - 82,725,222 81,398,195
30,440,667 256,531,506 - - 30,440,867 25531,506
10,353,360 6,621,104 - - 10,353,260 5.821,104
3,728,745 4,701,846 50,603 96,760 1,788,545 4,756,606
2,754,885 9,342 533 B354 - 2758 8% £,342.533
180,815,181 187,680 OBE 6,035,256 6.807.136 186,850,437 182,797,216
33,883,983 32,345,161 e 33 B83,983 32,345,161
48 080,928 45 506,447 . . 49,060,028 45,505447
15,820,007 T 21,017,828 - - 18,820,007 21,017,830
12,227,572 8,545,158 - - 12,227,672 9,545,159
4,535,787 2,08z 811 - - 1,935,787 2,082,891
16,847,113 14,682,973 - 18,047,113 11,682,873
10,905,551 1,681,835 - - 10,805,551 10,691,835
- - 3,027,852 2,858,205 3,027,052 2,806 205
- - 1,126,235 845,649 1,129,235 845,649
= - 2478208 2675378 7,478,208 2,675 579
144,911,941 132,871,318 5,635,395 6,417,213 151,547 337 138,288 546
50,118,764 {600,140) 382 803 35,403,100 50,608 667
: 1.862 857 . {1,863 657} . :
36,003,240 51,962,631 {600,140 (1,472,954) 25,403,100 50,506,667
164,855,758 112,873 958 21 506 804 23,060,768 186,582,583 135,653,026
$.200,950.079 184955789 S 21006664 S5.20B06804  $221.905691 $.1BASG250
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2000

. Governmental activities increased the County's nel agsets by $36.0 million, thereby acosunting for 102 percent of the tota! growlh in the net
assets of the County {nai of the decresse in the County's husiness -type activitias net assels). Additionatly, i should be noted that the yamage -
fund wes classified as & business- ~type attivity In the 2008 flseal yeer and has been reclassifled to an interna! service fund and a geners! ’
govemment sxpense within the govarnmental activities in the 2008 fiscal year, For comparalive purpeses, he gamga's revenues and
axpenses hsve been reciasstiied to povemmental agtivities within fhe 2008 balances. Key elements in fiscal yoor 2009's octivily are as

foligws:

¢ Inthe 2000 fiscal year, property tax revenues increasad by approximately $11.3 million {or 13.6%) aver the 2008 fiscal year, The
- 13.8% Increase of praperty fax tevenues in the 2009 fiscal year over the 2008 fiscal year is compared to gn $8.8 mikion or 12,1%
increase in property tax revenues in the 2008 fiscat year over the 2007 fiscat year and cormnpared to & $3.5 miffion or 5.6% increase
in property tax revenues in the 2007 fiscal year over the 2008 fiscal yeer. Increases in prc;perty laxas durnd the periods detalled
above were due to lerger amounts ¢ dellitquent tlaxas psid in subseduent Escal yeers, increased millage rates, increasing property
values, inereasing devaloprnent, and an increasing poputation.

+  Also, the County's povemmania sales taxes increated by $4.8 mfilion {or 18.2%) due o increesed County's seles Lax prajects fund
ravenuas colfetted In fiscal year 2008 as cornpared to Tiscal yeer 2008,

»  The Increases in govemmental property tax end Seles tax revenues were offsel by a $7.7 milllan dacsaase in governmental crarges
for services, fueled mostly by declines in impact fess, due o the stegnant economy. in this, there was a $3.0 million decline in road
impact fees, a $1.2 million decline in parks and ielsure services impact feea, and a $.5 milion dacrease in llorary impact fees inthe
2008 fiscal year over the 2002 fiscal year. Additienally, misceliineous revenues also dacreesed by $6,5 milion, which wag
attibutabiz to the fact that the County teceivag 2 one-lime $6.5 million litigstion setiiement from the bulider of the County's

* adminfstrative complex in Bscal year 2008, :

Adso, the County's cdpital grants and contributions revenues dacreased by $3.5 million when comparing fiscal years 2009 gnd 2008,
which was mastly the cavsa of e $4.5 milfiop deerense In the County's reat property program intergovarnmental revenues, The
decrease In revenvas ocoumed dus 1o fess propery purchased in the 2008 fiscal year as epposed 1o the 2008 fiscal year.
Additionally, the $4.8 millon decrease In ravenue was partiaily offset by a $1.1 milion incrasse in pubdlic safely grant fund revenyes.

& Additisnally, the County'’s ctlfstal end recreation expenditures ncreased by $5.3 milion in the 2000 fiseal year, as compsred to the
2008 fiscal year. This increase wes mastly due to the $4.7 miiion i cultvral and recreation subsidies split eventy between the
) Unlversity of Seuth Caroling Beaufort and the Technical College of tha Lowcouniry. i prior fiscal years, the Courty levied
" continting education millage tor contiibutions to these higher education antilies. In the 2008 fiscal yeer, fhese levies were rofled up
inte the Caunty operations miliage and now the Gounty contrbutes 1o these enthies directiy,

e Lasty, the County's public safefy expenditUres increasad by §3.5 milon during the 2008 fiscal year as compared o tha 2006 fiscal
year, The Increase resulied mosily from a $1,5 mifion increase in aheriffs office personnsl expendiures and 8 $1.1 miflion increase
In public safety grent monies spent in the 2009 fiseal yesar a6 compared 1o the 2008 fiscal year,

Busingssdype aclivitles decressed the County's net asseis by $.6 milion, thereby accounting for a negative 2 parcent ¢f the total growit: In the
net essets of the County. Key etements of this net Incregsa are s follows:

¢ FAAgrant ceverves for the Hifton Head istsnd Ajrport decreased by approximately $405 thousand during tne 2008 fiscal year
compared 1o the 2008 fiscaf year, Additionally, stormwater ulfity feas revenues decraased by approximately $324 thousand during

the 2008 fiscal year compared 10 lhe fiscal yaar ended Juna 30, 2008.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

FINANCIAL ANALYSIS OF THE GOVERNMENTAL FUNDS

As noted earlier, Beaufort County uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements,

Governmental funds — The focus of the County’s governmental funds is to provide Information on nearterm inflows, outfiows, and balances
of spendable resources. Such information is useful in assessing the County's financing requirements. In particular, unreserved fund balence
may serve as a useful measure of a govemment's nel resources avallable for spending at the end of the fiscal year.

At the of the end of the current fiscal year, the County's governmental funds reported combined ending fund balances of $183,420,336, an
increase of $37,804,928, In comparison with the prior year. Approximately 28 percent of this total fund balance ($53,255,589} constitutes
unressrved, untesignated fund balancs, which is available for spending &t the governmenl's discretion. The remainder of the fund balance is
reserved 1o indlcate that if is not avaliable for new spending because it has alrsady been committed to 1) to liquidate contracts and purchase
orders ($28,831,750), 2) to fund planned capltal projects ($74,845,875), 3) to pay debt service ($34,763,370), and 4) advances fo other funds

{1,723,652).

General Fund ~ The general fund s the main operating fund of the County, At the end of the cument fiscal year, unreserved, undesignated
fund balance of the general fund was $18,771,412, while the total fund batance was $20,940,144, As a measure of the general fund's
liquidity, & comparisen is made of both unreserved jund balance and totai fund balance to total fund expenditures. Unreserved fund balance
represents approximately 19% of fotal general fund expenditures and transfers, while total fund balance represents approximately 20% of total

generat fund expenditures.

County Wide General Obligation Boﬁds Fund — At the end of the cun‘em'f’ scal year, the total fund balance of the county wide general
obligation bends fund was $4,361,432, all of which was reserved for debt service. The county wide genersl obligation bonds fund recogmzed
revenues of $7,565,908, tolal expenditures of $28,380,048, and $4,367, 856 in other financing sources, for & net change in fund balance of
(317,446,184). The county wide general obligation bonds fund balance experienced this significant negative net change mostly because of
the partial refunding of the County's 2001 County Bonds, In which $17,530,000 was borrowed in the 2008 fiscal year to make a bond payment

of $18,690,000 on the 2001 County Bonds in the 2008 fiscal year.

New River TIF Bonds Fund - At the end of the current fiscal year, the totel fund balance of the new tiver TIF bonds fund was $16,800,448,
all of which was reserved for debt service, The new river TIF bonds fund recognized revenues of $7,269,267 and total expenditures of
$2,289,459, for & nel change in fund batance of $4,978,808. The New River TIF fund batence has annually expefienced a large amount of
growth in the Jast several years, because the TIF has a small base vaiue and has experienced significant amounts of assessed value growth

during Ihis periad,

2009 Bond Anticlpation Notes Fund ~ At the end of the current fiscal year, the total fund balance of the 2008 bond anficipation notes fund
was $17,258,308, all of which was reserved for capltal projecis. The 2009 bond anticipation notes fund recognized revenues of $464,827,
total expenditures of $7,677,527, and $26,348,707 in other financing sources, for a net change in fund balance of $21,137,107. The bond
proceeds were not tealized by the County until March 2008, thus creating the sngnrﬂcam $21,137,107 net change in the 2009 bond anticipation
netes fund batance from a ($3,877,798) fund balance at June 30, 2008.

Sales Tax Projects Fund - At the end of the cumen fiscal year, the total fund balance of the sales tax projects fund was $38,331,426, all of
which was reserved for capital projects. The sales tax projects fund recognized revenues of $30,944,249, total expenditures of $16,332,042,
and $819,689 In other financing sources, for a ne! change in fund balance of $16,431,896. The County has not completed a significant
amount of its sales tax projects as of June 30, 2009, however seles tax revenues have remained at budgeted levals, causing the significant
increase in fund balance during the 2009 fiscal yaar. The County plans 10 complete significant amounts of the sales tax projects over fhe next

fiscal years.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008
{

Real Property Program Fund - At the end of the curfent fiscal year, the tolal fund balance of the real propery program fund was
$18,011,102, all of which was reserved for capital projects. The real proparly program fund recognized revenues of $674,922, total
expenditures of $4,724,005, and $20,000,000 in other financing sources, for a net change in fund balence of $15,880,917. The $15,880,817
netinorease in the County's real propery program fund balance was mostly caused by the County's additional $20,000,000 within this fund for

lang préservation.

2006 Bond Projects Fund — At the end of the current fiscal year, the total fund balance of the 2006 bond projects fund was $11,950,511, all
of which was reserved for caphtal projects, The 2006 bond projects fund recognized revenues of $366,483, total expenditures of $1,876,565,

. and $3,377:510 In other financing sources, for a net change in fund balance of $1,767.428, The main reason for this significant change in
fund balance were 83,415,778 in transfers into the 2006 bond projects fund related to a consolidation of bond monies for the St. Helena
Library project and the DSN administration bullding praject,

Details of the County's goyeinmental funds are shown in the govemment-wide financla) statements. Further details of the County's general
fund are shown on Schedule "A” and further details of the County's nonmajor govemmental funds are shown on Schedules "B”, “C", “D” snd

‘E”

Proprietary funds — The focus of the County’s proprietary funds Is to provide informalion on near-term inflows, outflows, and balances of
épendable resources,  Such information is useful in assessing the County proprietary funds' financing requirements, As restrictions,
commitments, and other limitations on net assets significantly affect the avallability of fund resources for future use, unreserved net assels
may serve as a useful measure of 3 govermment's proprietary net resouices avallable for spending at the end of the fiscal year.

As of the end of the current fiscal year, the County’s proprietary funds reporied combined ending net assets of $21,006,664 an decrease of
$800,740 in comparison with the prior year,

Stormwater Utility - At the end of the current fiscal year, the net assets of the stormwater utlifty fund was $2,934,375, of which $1,462,518
was invested In capital assets, nel of related debt, leaving a balance of $1,471,860 in unrestricted net assets. The stormwater utility fund
recognized operaling revenues of $2,845,833, total operaling expénses of 3,027,952, and $40,105 in nel non-operating revenues, for a
change in net assets of ($142,014). The decrease In net assets within the stormwater utility fund In the 2008 fiscal year was mostiy the result
of stormwater utility fees revenues decreasing by approximately $324 thousand during the 2009 fiscal year compared to the fiscal year ended
June 30, 2008, :

Lady’s Island Airport ~ At the end of the current fiscal year, the net assets of the Lady's Islend Alrport fund was $3,024,483, of which
$3,457,522 was Invested in capital assets, net of related debt, leaving a deficlt balance of $433,038 in unresiricted net assets. The Lady's
Island Airpor recognized operating revenues of $535,016, total operating expenses of $566,968, and $34,853 in nel non-operating expenses,
for 2 change in net assets of (366,805). The decrease in net assets within the Lady's Istand Airport fund in the 2009 fiscal year was mastly the
result of non-operating expenses over revenues of appfoximalely $35 thousand, which was driven largely by free cutting expenditures not
covered by FAA grants and a $25 thousand decrease in fuel sales profit due to the declining economy.

Hilton Head Istand Afrport ~ At the end of the current fiscal year, the net assets of the Mitton Head Island Airport fund was $15,047,802, of
which §18,430,475 was Invested in capilal assets, nel of related debt, leaving a deficit balence of $1,382,673 in unrestricted net assets. The
Hilton Head Island Alrporl recognized operating revenues of $1,598,838, total operating expenses of $2,152,953, and $162,883 in nel non-
operating revenues, for a change in nef assets of ($391,221). The decrease In net assels within the Hilton Head {sland Airport fund in the
2008 fisca) year was tostly the resull of FAA grant revenues decreasing by approximately $405 thousand during the 2009 fiscal year
corﬁpared {o the 2008 fiscat year,

-19-




BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

GENERAL FUND BUDGETARY HIGHLIGHTS

Original Budget to Final Budget Comparison for the Fiscal Year Ended June 30, 2009

Variahce with
Original Budget
Original Final Positive
— Budget . ~Budget  __ (Negalive)
Revenues:

" Taxes $ 76,643,604 $76643504 § -
Licanses and Permits 4,164,073 4,164,073 -
Intergovernmental §,895,480 8,895,480 .
Charges for Services 11,716.496 11,718,405 -
Fines and Forfeltures 894,475 894,475 -
Interest 902,746 922,746 -
Miscellaneous 458,600 458.600 .

. Tolal Revenues 103,685,374 103,695,374 -
‘ Expenditures;

General Govemment 23,175,720 23,307,182 (131,462)
Public Safety 41,264,839 41,035,968 228,871
Public Works 16,833,829 16,823,633 1,010,196
Public Health 5,280,148 ) 5,156,111 124,037
Public Welfare 1,014,675 1,014,675 -
Culture and Recreation 13,808,919 _ 13,860,862 54,043

Total Expsnditures 101,478,130 100,298,531 1,177,599
Excess of Revenues Gver (Under)

Expenditures 2,218,244 3,396,843 1,477,698
Other Financing Sources (Uses)

Transfers In 866,500 1,586,500 730,000

Transfers Out {3.075,744) (3.716,880) (641,238)

; Total Other Financing
‘ Sources (Uses) (2,219,244) (2,130.480) 88,764

Nel Change in Fung Balance - 1,266,363 1,266,363
Fund Balance at the

Beginning of the Year 19,756,991 19,756,981 -

Fund Balance at the
End of the Yeer

£_19.706001  B21.023354 £1.266.363
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

The general fund original budget’s net assets varied from is final budgel's nel assets by $1,266,363. The key elament of this net budgel
decrease is as follows;
There was a decreasing $1.0 million budget revision to the County's public works expenditures. The $1.0 million decrease in the

revised fiscal year 2009 budgel as opposed to the original birdget within the County’s public works mostly related to waste hauling
sevices coming in approximately $1.5 million less than originally budgeted. As such the County revised its budget downward to

accommodate these unanticipated Savings as they were seen fthroughout the year,
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Final Budget to Actual Comparison for the Fiscal Year Ended June 30, 2008
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Variance
with Final Budget
Final Positive
Budgst Actual Negative
‘Revenues;
Taxes § 76,643,504 $ 74,048,850 $ (2,593,654)
Licenses and Permits 4,164,073 2,787,597 (1,376,476)
Intergovernmental 8,885,480 9,084,132 168,662
Charges for Services 11,718,496 10,181,054 (1,537,442)
Fines and Forfeitures 884,475 1,063,708 169,234
Interest | 922,748 1,083,426 . 110,680
Miscellaneous 466,600 1,081,778 635,178
Total Revenues 103,685,374 99,271,546 (4,423,628)
Expenditures:
General Government 23,307,182 21,049,036 2,268,146
Public Safe}y 41,035,968 40,265,774 770,194
Public Works 15,923,633 15,392,335 531,288
Public Health 5,156,11 1 5,151,908 4,202
Public Welfare 1,014,675 932,425 82,250
Cullure and Recrealion 13,860,962 13,354,314 506,648
Total Expenditures 100,208,531 96,145,793 4,152,738
Excess of Revenues Over (Under)
Expendiures 3,385,843 3,125,753 (271,090)
Other Finanging Sources (Uses)
Transfers In 1,686,500 860,662 (716,818)
Transfers Out (3.716.980) (2,812,287) 904,698
Total Other Financing
Sources (Uses) (2,130,480) (1,842,600) 187,880
Net Change in Fund Balance 1,266,363 1,183,153 (83,210)
. Fund Balance al the
" Beginning of the Year 19,766,991 19,756,991 .
Fund Balance ai the
End of the Year 521023354  £.20040144 & (83.210)




BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

The actual nef assets of the County's general fund varied from its final budgel’s net assets by ($83,210). Key elements of this are as follows:

The County's tax revenues were approximately $2.6 million less than the final budget had projected. The shortfall In tax revenues
was primarily caused by the downturn in the housing marke! and increased home foreclosures, which follows national housing and
foreclosure trends. . .

Additionally, actual eharges for services revenues were approximately $1.5 miltion less than budgeted. This was caused mostly
from a §2.2 million shorifafl within the register of deeds’ revanues from the original budget. This too was mostly caused from the
natlonal downtum In the housing market. The budget shortfall within the register of deeds was partially offset by master In equity
fees generaling $.6 millioh more in revenues than budgeted, which was the result of increasing foreclosure rates.

- The County's licenses and pemmits revenues were also approximalely $1.4 million less than the final budget had projected due lo

the fact that the County’s building permit revenues were $.9 million less than budgeled and the County's business license ravenues
were $.6 million less than budgeted. These shortfalls in revenues were caused primarily by the declining economy, especiaty within
new housing construction,

To react to the decreasing revenues, the County decreased its expenditures by approximately 84.2 million. These decreases came
mostly withit a $2.3 million positive budget to actual variance within general government e@enditures, a $.7 million positive budget
to actua! varlance within public safety expenditures, a 3.5 miliion posilive budge! io actual variance within public works expenditures,
and a §.5 million positive budget o sctuat variance within cutural and recreation expenditures.

The $2.3 mililon positive variance within the County's general government expenditurss from the finat budget was mostly
driven by the County nat using approximately 3.5 million in contingency funds within the County Council budget, the
Housing Coordinator not expending approximately $.5 miftion In budgeted direct subsldies, voter registration personnel
expenditures coming in $.2 million fess than budgeted, the magistrale's tourt and assessor's office personnel
expen&ltures each coming in $,1 million less than budgeted, and the planning department using $.1 million tess in

(<]

professional services than budgeted,
The $.7 million positive variance within the County's public safety expenditures from the final budget came moslly from

personne! expenditures being  comblned $1.1 million Jess within the County's sheriff's office, communicationsftraffic
management depariment, and emergency services depariment. This was partially offset by actual capital expenditures
being approximately §.3 million more than budget within the County's sherifl's office,

The $.5 million positive varisnce within the County's public works expenditures fram the final budget came mostly from
persennel expendiiures belng a combined $.5 mililon lass than budgeted for the County's facilities maintenance, public
works, engineering. and solid waste/recycling depasiments.

The $.5 mililon poshtive varlance within the County’s cultural and recreation éxpendi{ures from the final budget came
mostly from personne! expenditures being a combined $.5 million fess than budgeted for the County's parks and
recreation department and the County's libraries,
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

3
CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets ~ Beauforl County's investment in capltal assets for its governmental and business-type activities 8s of June 30, 2009 was
$310,598,321 {net of accumulated depreciation). This invesiment in capital assets Includes land and eagements, buildings and improvements,
infrastructure, and equipment. The tola! increase in the County's investment in capiial assets for the cutrent fiscal year was 10 percent (in
which govemmental activities caphal assets increased by approximately 11 percent and busingss-type activities capital assets decreased by

approximately 1 percent).

Beaufort County’s Capltal Assets
(Net of Depreciation}
June 30, 2009 and 2008

4 Governmental Activitles - .__Business-type Activities _Total
. . 2008 2008 . 2000 2008 2009 2008
Land and Eesements "% 80661514 § 75884513 $ 13,802,425 § 13,802,425 $ 94,463939 § 89,686,938
Construction in Progress 43,067,711 15,160,362 672,020 53,159 43,738,731 15,21 3,5?1
Bulidings and Improvements 82,854,192 87,026,607 . 6,756,758 7,227,123 88,620,950 94,253,730
Infrastructure 65,235,335 65,844,924 - - 66,235,336 65,844,924
Equipment 15,705,401 14,730,191 1,832,965 2020751  _ 17538366 _ 16750042
Total Capitel Assets $_287524 15 § 25BG4597 $.200741A8 $23103458 9, 310598321 $.261760065

Major capltal asset events during the curreni fiscal year included the following:

o The County purchased approximately $4.1 million in governmental activities land and easements for the County's rural and critical

lands program.
¢ The County added approximately $36.0 million of investments to construction in progress, which included $16.3 million in sales tax

fund projects, $1.1 million in road improvements to Burat Church Road, $2.4 miliion for communications infrastructure

improvements, $2.1 mitlion for the Buckwalter Park Recrealion Center project, and $2,6-miltion for the County'’s VOIP system.

Additional information on the County's capital assets can be found in note 4 on pages 50 through 51 of this report.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Long-Term Debt — At the end of the current fiscal year, Besauforl County had $270,485,927 of total toﬁg»term debt outstanding. Of this
amount, $208,060,000 comprises of debt backed by the full faith and credit of the government.

' Beaufort County's Outstanding Debt
June 30, 2008 and 2008

Governmental Adfivities Bugmgsi-wbe Activities Total
2008 2008 2008 2008 2009 2008
) General Obligation Bonds $ 158,305,000 § 177,515,000 $ - 3 - $ 158,306,000 § 177,515,000
TIF Revenue Bonds 60,575,000 62,760,000 - - 60,575,600 62,760,000
Bond Anticipation Notes 48,755,000 . . . 48,755,000 -
Loan Payable to General Fund - .. 1,682,537 1,762,774 1,682,537 1,762,774
Capital Leages _178.390 210,091 . 178,380 210,091

Total Outstanding Debt $_268.813390 §_240486001 5 16H.5637 $_1762774  $.270408027 §._242.247.565

Major outstanding debt events during the current fiscal yeat Included the following:

»

In March 2009, the County issued $48,756,000 of bond anticipation noles bearing an Interest rate of 1.75% with & maturity date of
March 2010, $28,755,000 of the proceeds of the bond anticipations notes were used for various County construclion projects and
equipmenl, while the other $20,000,000 of the proceeds of these bonds were used for the County's rural and critical lands projects.

‘in March 2009; the County Issued $5,000,000 in genesal obligation bonds bearing interest rates of 2.5% 1o 3% and wilh varying

maturity dates through 2012, The proceeds of these bonds were used for various County projects.

In Janusty 2008, the County paid $18,680,000 in principal of its 2001 genaral obligation bonds in a partial bond refunding, which
related to the $17,530,000 20078 County general obligation bond borrowing in the 2008 fiscal year.

Betwaen November 2008 and January 2009, the County was able to repurchase $1,670,000 of its Bluffton TIF bonds In open-
markel transacilons. This aliowed the County to pay down a totai of $1,875,000 of principal related to these bonds in the 2008 fiscal

year,
Laslly, there was $25,465,823 in debt sarvice principle paid during the fiscal year,

The County maintains an underlying, usinsured “AA+" bond rating from Standard & Poor's Rating Group, ar underlying, uninsured "Aa2” bond
rating from Moody's Investors Service, and an underlying, uninsured “AA-" bond rating from Fitch for its most racent general obligations bonds.
Additionally the County maintains an underiying, uninsured "A~" bond rating from Standard & Poor's Rating Group, and an insuted "AA” bond

rating from Fiteh for its mosi recent TIF revenue bonds,

State statutes limil the amount of general obligation debt a governmental entity may issue to 8 percent of its olal assessad valuation less debt
Issued by referendum and debt issued and paid by other sources. The cument debt limitation Yor the County is $143,581,243. Beaufort
County was $85,910,785 under this legal limit at June 30, 2009. However, the County plans to refinance its 2009 bond anticipation notes
within the next fiscal years, which would bring Beaufort County to $37,155,785 under the legal limk al June 30, 2008.

Additionai information on the-Counly's long-term debl can be found in note 5 on pages 51 through 59 of this reporl.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

*  The unemployment rate for Beaufort County was 8.1 percent at June 30, 2009, which Is an increase from a rate of 5.2 percent @
year ago. This compares favorably with the State of South Carolina’s average unemployment rate of 12.1 peicen! at June 30, 2609
and the national average unemployment rete of 9.5 percen! at June 30, 2008,

+  The housing markel downturn continued to affect the County during the 2008 fiscal year, however the downtum 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.

Al of these factors were considered in preparing Beaufori County's budget for the 2010 fiscal year.

During the 2009 fiscal year, unreserved, undesignated fund balance in the general fund decreased by $212,629. No fund balance of the
general fund has been appropriated for spending in the County's 2010 fiscal year original budget.

REQUESTS FOR INFORMATION

This financia) report is designed to provide a general overview of Beaufort County's finances for all those with an Interest in the govemment's -
finances. Questions concernlng any of the Information provided in this report or requests for additional financie! information should be
addressed to the Finance Deparimen!, Post Office Box 1228, Beaufor, SC 29901-1228,
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BEAUFORY COUNTY, SOUTH CAROLINA

ASSETS
Cunent Assets

Cash and Equity in Posled Cash and Investments

Receivables, Net

Due from Other Govemments
Due lo General Fund
Advances from General Fund
Note receivable

Inventories

Prepaid Expenditures

Noncurrent Assets .
Equily In Pooled Investments
Advances from General Fund
Note receivable

Capital Assets
Non-Depreciable
Depreciable

Total Assels

LIABI|

Liabilities
Accounts Payable
Acorued Payroll
Accrigd Compensated Absences
Acerued Interest Payable
Current Portion of Long Term Debt
Due to Others
Deferred Revenues

Long Temm Liablities
Accrued Compensaled Absences
Net Other Postemployment Benefits Obligation
Long-Tem Obligations

Total Liabilities

NE S

Invested in Capital Assets, Net of Related Dabt
Restricted for Debt Service

Unrestricted (Deficit)

Tolal Net Assets

STATEMENT OF NET ASSETS
Jupe 30, 2008

Exhibit 1

Govemments! Business-Type
Activilles Actvities Totals
$ 178282421  $ 1643030 § 178,925,454
6,793,102 420,841 7,222,943
9,638,746 . 6,538,746
1,777,945 {1,777,945) -
41,115 {41,116) .
47,143 - 47,443
46,727 225,754 272,481
§29,534 855 830,388
197,356,733 480,420 197,837,453
12,003,300 - 12,003,300
1,682,537 (1.682,637) -
1,337,143 . 4,337,143
15,022,880 {1,882.537) 13,340,443
123,720,225 14,474,445 138,203,670
163,704,998 8,599,723 172,394 651
287,524 153 23,074,168 310,688,321
' 499,903 866 21,872,051 524,775,917
18,098,373 346,214 13,384,587
3,425,636 138,867 3,564,503
155,422 6,497 160,919
3,515,299 - 3,516,289
56,352,054 - . 56,352,954
1,088,631 . 1,098,631
5622 . 5620
77,591,937 480,578 76,082,515
2,953,013 104,455 3,057,468
5,838,451 270,354 6,208,805
212460436 . 212,460,435
221,352,900 374809 221,727,708
298 944,837 866,387 289,810,224
82,426,443 23.074,168 108,500,614
34,763,370 . 34,763,370
83769,216 (2,067 504) 81,701,712
<
s 200,058,028 * § 21006664 § 221,965,693

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

Govemmental Activities
General Government
Public Safety
Public Works
Public Heatth
Public Welfare
Cultural and Recreation
Interest

Total Governmental Activities

Business-Type Activities
Stormwater Utility
Lady’s Isiand Aimport
Hiiton Head Airport

Total Business-Type Aclivitles

Total

General Revenues & Transfers
Property Taxes
Sales Taxes
Grants and Contributions Not Restricted
Unrestricted investment Earnings
Miscellaneous

Total Qaneral Revenues & Transfars

Change in Net Assets

Net Assets, Beginning

Net Assets, Ending

BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF ACTIVITIES
-For the Year Ended June 30, 2009

Program Revanues

Capital Grants

Charges for Operating Grants
Expenses Services and Confributions and Contributions
$ 33,683,983 $ 16,717,080 3 1,362,351 $ 500,000
49,080,928 7,193,589 694,857 1,924,359
19,920,007 3,125,389 320,716 1,789,607
12,227,572 479.704 4,828,507 -
4,935,787 22,429 388,003 -
16,947,113 1,098,497 441,854 -
10,806,551 . . .
144,911,941 28,636,708 8,046,928 4,223,966
3,027,952 2,845,833 - -
1,129,236 535,016 - 527,315
2478,208 1,473,858 124,881 459,096
6,635,398 4,854,807 124 881 986,411
$ 151,547,357 $ 33,491,515 $ 8,171,809 $ 5,210,377

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

Net {Expense) Revenue and
Changes in Net Assets
- Primary Government

Govemmental Business Type

Activities Actlvities Totals
$  (15303942) $ - $  (15,303,942)
(39,278,113) . (39,278,113)
{14,674,295) - (14,674,285)
(6,318,361) - (6,812,361)
(1,615,355) - (1,515,355)
(15.408,722) . (16,408,722)
{10,906,561%) {10,906,551)
(104,004,339) - {104,004,339)
- (182,119) (182,119)
- (66,905) (66,905)
- (420,273) (420,273)
- (669,297) (668,297)
$  (104,004339) § {668,297) §  (104,673.636)
$ 92,725,922 $ - 8 92,725,922
30,440,867 - 30,440,867
10,353,360 - 10,353,360
3,728,745 58,803 3,788,548
2,758,688 9,354 2,768,039
140,007,679 69,167 140,076,736
36,003,240 (600,140) 35,403,100
164,955,789 21,608,804 186,562,593
3 200,859,029 $ 21,006,664 $ 221,985,693
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ASSETS
Cash and Equity in Pooled Gash ang Investments
Receivables, Net :

Due from Other Govemments
Due to General Fund
Advances from General Fund
Note receivable

, Prepaid Expenditures

Total Assets

LIABILITIES AND FUND BALANCE
Liabllitles

Accounts Payable

Accrued Payroll

Due to Cthers

Deferred Proparty Tax Revenue
Defanred Revenue

Total Liabilities

_FUND BALANCE

Reserved for Encumbrances

Resarved for Capltal Projects
Raservad for Dabt Service

Reserved for Advances to Other Funds
Utreserved

Fotal Fund Balance

Total Liabilities and Fund Balance

BEAUFORT COUNTY, SOUTH CAROLINA
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2009

County Wide

General - 2009
Obligation New River Bond Anticipation

General Bonds TIF Bonds Notes
$ 21,681,786 $ 2,871,008 $§ 16,800,448 $ 18,887,867
4,395,065 211,562 - -
1,827,292 28 - -
1,777,945 - - .
1,723,652 - - -
- 1,384,286 - -
745,456 - - -
$ 32,151,196 § 4,466,882 $ 16,800,449 $ 18,887,667
$ 6,257,449 $ - 3 - 3 1,628,358
2,947,065 - - -
818,269 - - -
1,187,269 105,450 - -
11,211,052 105 450 - 1,628,358
445,080 - - 10,333,732
. - - 6,925,577
- 4,361,432 16,800,449 .
1,723,652 - - -
18,771,412 : - . . -
20,940,144 4,361,432 16,800,449 17,259,309
4,466,882 $ 16,800,449 $ 18,887,667

§ 32,151,196 $

The accompanying notes are an integral pat of these financlal statements,
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Real 2005 Nonmajor Tatal
Sales Tax Property Bond Govamnmental Governmental
Projects Program Projects Funds Funds
$ 32,864,273 $ 19,011,102 $ 11,980,640 3 66,174,145 $ 190,271,088
- - - 1,964,994 6,571,621
6,818,262 - - 893,164 9,538,748
- - - - 1,777,945
- - - .- 1,723,652
_ : - - - 1,384,286
R - - 12,352 757,808
8 38,682,635 $ 19,011,102 3 11,980,640 3 68,044,655 $ 212,025,126
$ 1,339,710 $ . $ 30,129 3 3,465,988 $ 12,721,634
11,699 - - 464,848 3,423,612
o - - 278,362 1,098,631
- - - 62,572 1,355,291
- - - 5,622 5,622
1,351,409 - 30,129 4,278,302 18,604,790
15,953,730 - 214,146 1,885,062 28,831,750
22,377,398 19,011,102 11,736,365 14,795,535 74,845 975
- - - 13,601,489 34,763,370
- - - - 1,723,652
- - 34,484,177 53,255,589
38,331,128 19,011,102 11,950,511 64,766,263 193,420,336
3 38,682,535 $ 19,011,102 3 11,980,640 g 69,044,655 $ 212,025,126
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Photo by Ed Funk

A jolin boat lies on the bench ot Pritchard's Isignd. The island is owned by the University of
Souih -Caroling and is accessible only by boat. Tt is home to a seq turlle nestiiig ground and:
cenier for ecological stuilies, Groups of students, arfists, naturafists, Fesearchers and fourists:
sty inthe Bland*s.only cubin to enjoy.an expericince o a pristine barier island. ‘




BEAUFORT COUNTY, SQUTH CAROLINA
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET ASSETS
June 30, 2009

Total Govammental Fund Balances (Exhiblt 3)
Amounts raported for govemmental activities in the statement of net assets are different because:

Capliat asssts used in govemmental aclivilies are not financial resources and, therefore, are
not reported in governmental funds ($287,524,153 less internal service fund balance of $205,801)

Oflher long-term assets are not availabie to pay for current period expendilures and, therefore,
are reported as defsrred in govermmental funds - proparty taxes

Internal service funds are used by managament to charge the costs of fleet services {o
Individust funds.. The assets and fiabillties of the Intemal service fund are included In
governmentsl activities in the slatement of nat assets,

Long-term liabllltles, including bonds payable, are not due and payabie in the current perind
and, therefore, are not reported in governmental funds ' .
Accrued Interest Payable ,
Cuirent Portion of Long Tarm Debt
Accried Campensated Absences (§3,108,435 less intemal service fund balance of $4)
Net Cther Post Employment Beneﬁts Obligation- ($5 839.451 less intamat service fund balance of §5,019)
Long-term obhgahons )

Nat Assets of Govsmmenta! Activities .

The sccompanying notes are an integral parl of these financial statements.
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§ 183,420,336

287,318.352

1,355,281
236,602

{3,516.,289)
(56,352,954)
(3,108,43%)
(5.834,432)

{212,460,436)

$ 200.959.029




BEAUFORT COUNTY, SOUTH CAROLINA
_STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2009

County Wide
General 2008
Obligation New River Bond Anticipation
General Bonds TIF Bonds Notes
Revenues
Prapetty Taxes § 74,049,850 $ 6671181 5 7,189,830 3 -
Licenses and Pemits 2,787,597 - - .
intergavernmental 9,064,132 146,580 - 204,801
Charges for Services 10,181,054 - - -
Fines and Forfeitures 1,063,709 - - -
Interest 1,033,426 748,147 79,437 260,126
Miseellaneous 1,081,778 . - - -
Total Revenues ' 98,271,546 7,565,908 7,269,267 464,927
Expenditures
Cuirent
General Government 21,049,036 - - .
Public Safety 40,265,774 - . -
Public Works 15,382,335 - - -
Public Heatth 6,161,808 - - -
Public Welfare 832,425 - - -
Cuitural and Recreation - 13,354,314 . - -
Debt Service - Principal " ] - 22,610,000 310,000 -
Dabt Service - Interest and Fees . 6,770,048 1,979,458 -
Capital Projetts . - - - 7,677,527
Total Expenditures ’ 98,145,793 20,380,048 2,289 459 7.677.527
Excess of Revenues Over (Under) Expenditures 3125753 (21,814,140) 4,979,808 (7.212,600)
Other Financing Sources (Uses)
Issuance of Bonds - to. - 28,755,000
Transfers In 850,662 4,367,856 - 2,848,678
Transfars Out ) (2,812,282) - - (3,254,971)
Total Other Financing Sources (Uses) {1,042 600) 4,387,856 - 28,348,707
Net Change in Fund Balance 1,183,153 (17,448,184) 4,979,808 21,137,107
Fund Balance atthe Beginning of the Year 18,756,891 21,807,618 11,820,641 {3,877,798)
Fund Balance at the End of the Year ‘20,940,144 $ 4,361,432 $ 16,800,448 § 17,259,300

The accompanying notes are an integral part of these financial statemants.,
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Real 20086 " Noamajor Totals
Sales Tax Property Bond Governmental Govemmental
Projects Program Projects Funds Funds

$ - $ - - $ 4,340,430 $ 92,251,291
- - - 5,501,828 8,288,425

30,440,867 500,000 266,876 12,441,865 53,065,121

. - - 4,352,487 14,533,541

- - - 280,828 1,354,535

503,362 174,922 89,607 629,698 3,728,745

- - - 1,840,547 2,932,325

30,944,249 674,922 366.483 29,697 681 176,154,983

- - - 5,088,074 26,138,110

- - 5,376,636 45,642,410

- - - 1,908,376 17,208,711

- - - 7.018,748 12,170,658

- - - 523,772 1,456,197

- - - 626,380 13,980,694

- - - 2,475,000 25,395,000

- - - 2,288,782 11,039,289
16,332,042 4,794 005 1,976,565 8,203,847 38,983,986
16,332,042 4,794,005 1,976.565 33,608,616 192,105,055
14,612,207 {(4,119,083) (1,610,082) (3,911,835) {15,950,072)

- 20,000,000 - 5,000,000 53,755,000

819,689 . 3415,778 5,308,064 17,631,847

- - (38,268) (11,526,326) {17,631,847)

819,689 20,000,000 3,377,510 {1,217,262) 53,765,000
15,431,896 15,880,917 1,767,428 (5,129,197) 37,804,928
22,899,230 3,130,185 10,183,083 69,865.460 155,616,408
$ 38,331,126 ' § 19,011,102 11.950,511 $ 64,766,263 $ 153,420,336

Exhibit 4




BEAUFORT COUNTY, SOUTH CAROLINA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2009

Total Net Change in Fund Balances - Govammental Funds (Exhibit 4)

Arnounts 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 assels are allocated over thelr estimated useful lives and reponed as depreciation
expense. This is the amount by which capital outlay exciuded depreciation in the curent period
Capital Outlay
Depreciation

inthe statemeni of acftivilies, the loss on disposal of capital assets is reported, Conversely,
governmental funds do not report any gain or toss on disposal of capital assets.
Net Book Value of Capital Assets Disposed

Because some property taxes wlil not be collected for several months after the County's fiscal
year ends, they are not considersd "available" revenues in the governmentat funds
Increase in Deferred Property Taxes

The issuance of long-tem{ debt {(bonds, leases) provides current financial resources to governmental
funds, while the repayment of the principal of long-tarm debt cansumes the current financtal
resources of governmental funds, MNeither transactions has any affect on net assets

Issuance of Long-Term Bonds and Bond Anticipation Notes

Bond Principal Payments

Capttal Lease Principal Payments

Some axpensés reported In the statemmant of activities do not require the use of current financial
resources and, tharefare, are not reported as expenditures in governmental funds

Decrease in Accrued Interast
Increase in Accrued Compensated Absences
Increase in Other Post Employment Benefit Cost

Elimination of internal service fund capital assets less the internal service fund's change in net assets

Change in Net Assets of Govarnmental Activities

‘The actompanying notes are an integrat part of these financial statements.

-35.

Exhibit 4
Continued

$ 37,804,928

41,690,228
(12,407,855)

(173,640)

474,631

(63,765,000)
25,385,000
31,701

132,738
(349,365)
(2,689,709)

{150,418)

$ 36,003,240




BEAUFORT COUNTY, SCUTH CAROLINA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET (GAAP BASIS) AND ACTUAL
GENERAL FUND
For the Year Ended June 30, 2009

Exhibit 5

GENERAL
Variance
with Final Budget
Original Final Positive
Budgst Budget Actual ~ {Negative)
Revenues
Property Taxes 76,643,504 76,643,504 74,049,850 b3 (2,583,654)
Licenses and Permits 4,164,073 4,164,073 2,787,597 {1.376,478)
Intergovernmental 8,895,480 8,895,480 9,084,132 168,652
Charges for Services 11,718,496 11,718,496 10,181,054 {1,537 442)
Fines and Forfaitures 894,475 B94 475 1,063,709 168,234
Interest 922,748 922 746 1,033,426 110,680
Miscellangous 456,600 456,800 1,081,778 635,178
Total Revenues 103,695,374 103,695,374 96,271,546 {4.423,828)
Expenditures
General Government 23,175,720 23,307,182 21,048,036 2,258,146
Public Safety 41,264,839 41,035,968 40,265,774 770,184
Public Works 16,933,829 15,923,633 15',392,335 531,298
Public Health 5,280,148 5,156,111 5,151,908 4,202
Public Welfare 1,014,675 1,014,675 932,425 82,250
Cultural and Recreation 13,808,919 18,860,952 13,354,314 506,648
Total Expenditures 101,476,130 100,288,531 96,145,793 4,152,738
Excess of Revenues Over (Under) Expenditures 2,219,244 3,396,843 3,125,753 271.,080)
Other Financing Sources (Uses)
Transfers In 856,500 1,586,500 869,682 (716,818}
Transfers Out (3.075,744) (3,716,880} (2,812,282) 804,698
Total Cther Financlng Sources (Uses) (2,219,244) (2,430,480} (1,942,600} - 187,880
Net Change in Fund Balance - 1,266,363 1,183,183 {83,210)
Fund Balance at the Beginning of the Year 18,756,891 19,756,991 19,756,991 -
Fund Balance at the End of the Year 19,756,991 21,023,354 . 20,940,144 $ (83,210

The accompanying notes are an integral part of these ﬁnqncia! statements.
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‘ASSETS
© Current Assats

Cash and Investments with Trustee

Recelvables, Net
Internal Balances
Inventories
Prepayments

Tatal Cunent Assets

Capital Assets
Accumulated Depreciation

Total Assets

LIABILITIES
Liabifities
Account Payable
Accrued Payroll
Accrued Compensated Absences
Due to General Fund
Current Portion of Advance
from General Fund
Tatal Current Liabilities

Long Term Liabllities
Accrued Compensated Absences
Net Other Postempioymant
Benefits Obligation
Advance from Genesal Fund
Total Lang Term Liabilities

Total Liabliities

NETASSETS
Invested in Capital Assets, Net

of Related Debt
Unrestricted (Deficit)

Total Net Assets

BEAUFORT COUNTY, SOUTH CAROLINA

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
June 30, 2009

Exhibi 6

) Internal
Business-Type Activities - Enterprise Funds Service Fund
Stormwater Lady's island Hilton Head
Utility Almport Airport Totals Garage

1,642,458 $ 372 $ 200 $ 1,643,030 $ 14,653

82,042 35,160 312,649 428 841 221,481

- (240,000) 240,000 - -

165,047 60,707 - 225,754 45,727

209 184 462 855 71,726
1,888,756 (143,577) 553,301 2,298,480 354,587
2,626,676 4,082 948 23,624,582 30,334,108 417,789
(1,164,057) (825,426) {5,470,455) {7,259,938) (211,988)

1462,519 3,457,522 18,154,127 23,074,168 205,801
$ 3352275 $ 3,313,945 $ 18,707,428 $ 25,373,648 $ 560,388
65,235 70,128 210,851 346,214 316,739
83,780 5,425 43,662 138,867 2,024
3,501 105 1,891 5,497 -

- 206,800 1,571,145 1,777,945 -

. - 41115 41,115 -

158,516 282,458 1,868,664 2,308,638 318,763
66,528 1,985 35,942 104,455 4
192,852 5,019 72,483 270,354 5,018

- . 1,682 537 1,682,537 -

259,380 7,004 1,790,852 2,057,346 5,023
417,896 288,462 3,659,626 4,366,984 323,786
1,462,519 3457 522 18,154,127 23,074,168 205,801
1,471,860 (433,038) (3,106.325) (2.067,504) 30,801

$ 2934379 $ 3,024 483 $ 15,047,802 $ 21,006,664 $ 236,602

The accompanying notes are an integral part of these ﬁﬁanc&al statements,
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BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUUND NET ASSETS
PROPRIETARY FUNDS
For the Year Ended June 30, 2008

Exhibit 7

Internal
Business-Type Activities - Enterprise Funds Servicg Fund
Stormwater Lady's tsland Hitan Head
Utility Ajrport Aitport Totals Garage
Operating Revenues
Garage Billings $ - $ - $ - $ - $ 1,871868¢
Fuel and O Sales - 415,834 - 415,834 2,586,608
Stormwater Ulility Fees 2,587,030 - - 2,587,030 -
Stormwater Utifity Project Billings 258,803 . - 258,803 -
FBO Ground Lease - - 34,331 34,331 -
FBO Goncessions - - 38,722 38,722 -
FBO Fug! Comission -, - 86,141 86,141 -
Concassion Sales - 6,278 - 6,278 -
Firefighting Fees - - 333,73 333,731 -
Landing Fees - 14,554 164,011 178,565 -
Parking/Taxi Fees “ . 32,505 32,505 -
Rentals . - 88,350 870,526 768,876 -
Hanger Rentals ' - - 111,631 111,631 -
TSA Ravenues - - 124,881 124,881 -
QOther Cherges ; . 2,360 2,360 817
Total Oparating Revenues 2.845.833 635,016 1,508,838 4,979,688 4,458,206
Operating Expenses .
Costs of Sales and Services . 278,845 - 278,845 2,413,784
Personnal . 1,895,869 111,540 964,510 2,971,918 48,371
Purchased Services 428,826 403,803 519,089 1,052,728 1,905,086
Supplies 417,313 10,667 T 44820 471,409 12,297
Bad Debt Expense - 4,911 5,000 B,811 .
Depreclation 284,944 57,302 620,816 $63,081 25,376
Total Operating Expenses : 3,027,952 566,968 2,152,963 5,747,873 4,405,904
Operating Income (Loss) {182,119) (31,952) (554,114) (768.,185) 53,302
Non-Oparating Revenugs (Expenses)
FAA Grants - 627,315 459,096 986,411 -
Non-Operating Gran{ Expenditures - (562,268) (237,842) (800,110) -
Gain (Loss) on Sale of Capital Assels 9,354 - - 9,354 -
Interest Eamied 30,751 - 29,052 59,803 -
Interest Expenge - - (87,413 (B7.413) -
Total Non-Operating Revenues (Expenses) 40,108 {34,953) 162,893 168,046 -
Change in Net Assets (142,014) (66,905) (391.22%) (600,140) 53,302
Net Assets, Beginning, as Restated 3,076,393 3,081,388 15,430,023 21,606,804 183,300
Net Assets, Ending § .2B834378 § 3024483 $ 15047802 $ 21006664 8 236,602

The accompanying notes are an integral part of these financial statements,
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Cash Flows from Operating Activitiea:

Cash Recetved from Customers and Users

Cash Paid to Employess
Cegh Pald o Suppliers

Cash Flows from Capital and Relaled
Financing Activilies.
FAA Grants
SCAC Grants
Non-Operating Grant Expenditures
Transfers Out

Proceeds from Sale of Capitet Assets

Purchass of Capital Assets
"Principat Payment on Debt
Interest Paid on Debt

Cash Flows from tnvesting Activities;
interest Eamed

Net incraase in Cash and Cash Equivalents

Cash and Cash Equivalents, July 1, 2008

Cash and Cash Equivalenis, June 30, 2009

Exhibit 8

Sheat 1
BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF CASK FLOWS
PROPRIETARY FUNDS
Forthe Year Ended Juns 3D, 2003
Intermat
Business-Type Aciivities - Enterprise Funds Service Fund
Stormwater Lady's taland Hiton Head
Utility Airport Airport Tetals Goarage
$ 3,134,803 $ 583,017 1,796,146 § 5,494,066 $ 4,551,184
(1,746,451) {108,484) (918,407) {2,773,342) (47,198)
(861,953) (304,136) {462,174} {1,628,283) {4,481 501)
828,499 150,397 418,565 1,082,461 12,484
- 527,315 459,095 986,411 -
- (562,268) {237,842) (800,110} -
- - {35,818) {35,818) .
15,002 - - 16,002 -
(320,557) (115,844) (503.418) {939,419) .
- - (39.122) (39,122) . .
: - (87,413) {87,413) - .
(308,555) (150.397) (444 617) {800,568) :
30,751 . 29,052 68,803 -
261,695 . - 251,695 12,404
1,380,763 372 200 1,391,336 2,169
$§ 1842458 S 372 200 $ 1,643,030 $ 14,653

The accompanying notes aré an integral part of these financial statements.
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Reconclliation of Operating income to Net Cash
Flows from Operating Activities:

Operating Income (Loss)

Adjustments {o Reconclie:
. Depreclation .

Changes in Asselg and Liabllites:

{Increase} Dacreass in Accounts Recelvable
({increase) Decrease in inveniaries
(tncrease) Decrease in Other Current Assets
tncrease (Decrease) in Accounts Payabls
Increase (Dacreass) in Adcured Payroll
Increase (Decrease) in Accrued
Compensated Absences
Increase (Decrease) in Net Other
Pastemployment Benefits Obligation

Nat Cash Flow from Opersting Activilies

Exhibit 8

Sheet 2
BEAUFORT COUNTY, SOUTH CAROLINA ’
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30, 2009

Intemal
Business-Type Activiliss - Enlerprise Funds Service Fund
Stormwater Lady's I5land Hilton Head

Utility Airpor{ Airport Tolals Garage

$ (1821t9) 3 (31,852 § (554114) § (768,185) & 53,302

284,944 57,302 620,815 963,061 95,376
289,070 32,012 166,389 488,371 91,878
(55,945) (1,182) . (57,437) 86,823
(209) (164) (462) (855) .
41,340 90,455 136,634 266,629 (248,267)
26,098 503 5,997 32,598 91
25,672 331 6783 32,686 (141)
97,743 2,222 33,323 133,203 2,222
423,674 126,047 346,864 897,585 (68,194)

$ 526499 $ 150,397 $ 415,565

©

1,092,461 3 12,484
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BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF FIDUCIARY NET ASSETS
AGENCY FUNDS
June 30, 2009

ASSETS
Cash and Equity in Pooled Cash and investments

Total Assels

LIABILITIES
Due to Agency
Totai Liabilties

The accompanying notes are an integral part of these financial statements,
.41 -
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$ 81,078,517

91,078,517

91,078,517
__ 81078517




BEAUFORT COUNTY, SOUTH CARCLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policies

* The financlal statements of Beaufort County, South Carolina, have been prepared in confarmity with accounting principles {GAAP)
generally accepted in the United States of America as appliad to governmental 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 Financlal Accounting Standards Board (FASB) statement and interpretations jssued on or before November 30, 186010 its
governmental and business-type activities and fo its propristary funds provided they do not conflict with or coniradict GASB
pronouncements. The more significant of the government's aocéunting policies are described below.

Reporting Entity

Beaufori County operates under the Councit/Administrator form of government with Councli members elected for four-yaar
terms from each of the eleven single-membardistricts. This reportincludes all funds of Beaufort County that are controlled by
this governing body, and are considered to be the “reporting entity” known as Beaufor County.

Govemnmen-Wide Financial Statements
The statement of net assets and Ihe statement of activities display information about the County as awhole. These statements

Include the financial activities of the primary goverment, except for fiduciary funds. Forthe most pert, the effect of inleriund
activity has bean removed from the statements. The statements distinguish between those aclivities of the County that are
governmental and those thal are considered business -type aclivitles.

The statement of net assels presents the financial condition of the governmentat and business-type activities for the County at
yaar-end. The stalément of activities presents a comparison betwean direct expenses and pregram revenues for each program
orfunction of the County's governmental activities and for the business-type acfivities of he County. Direct expenses are those
that are specifically associated with & service, program, or depariment and therefore clearly identifiable 1o a particular function.
Program revenues include charges paid by the recipient for the goods or services offered by the program, grants and
conributions that are restricted to meefing the operational or capitat requirements of a particular program, and inlerest eamed
ongrants that is required to be used to suppon & particular program. Revenues which are not classified as program revenues
are presentied as beneral revenues of the Gounty, with certain limited exceptions. The comparison of direct expenses with
program revenues identifies the extent {o which each business segment or governmental functlon is self-financing or draws

from the general revenues of the County.

Fund Financial Statements

During the year, the County segregates fransactions refaled to certain County functions oractivities in separate funds in orderto
aid financial management and to demonstrate legal compliance. Fund financial slatéments are designed to present financial
information of the County at this more detailed level. The focus of governmentat and enterprise fund financial statements|s on
major funds. Each major fund Is presented in a separale column. Nonmajor funds are aggregated and presented In a single

column,

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The govemmeni-wide financial statements are reporied using the economic resources measurement focus and the accrual
basis of eccounting, as is the propriefary fund, The fiduciary fund financial stalements are reported using no measuremsnt
focus and the accrual basis of accounting, Revenues are recorded when earned and expenses are recorded when a ability is
incumred, regardiess of the timing of refated cash flows. Property taxes are recognized as revenues in the year forwhich they
are levied. Grants and similar items are recognized as revenue as soon as all efigibility requirements imposed by the provider

have been met.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
Forthe Year Ended June 30, 2008

Summary of Significant Accounting Policies = Continued:

Govemmenial fund financlal stalements are reported using the cument financial resources measursment focus and the modified
accrual basis of accounting. Revenues are recognized as soon s they are both measurable and avallable, Revenues are
considered o be available when they are collectible within the curvent periad or soan encugh thereafter to pay fabilities of the
current pariod. For this purpose, the governmeant considers revenues to be available if they are collected within 60 days of the
end of the curren! fiscal period, Expenditures generally are recarded when a liability Is incurred, as under accrual accounling.
However, debt service expendliures, as well as expenditures related fo compensated absences and claims andjudgments, are

recorded only when payment is dus,

Property taxes, franchise taxes, licenses, and interest associated with the current fisca[ period are ail consldesed to be
suscepiible o accrua) and so have been recognized as ravenues of the currant fiscal period, All other revanue items are
considered 1o be measurable and available only when cash s recelved by thie government.

The government reporis the following major goveramental funds:
The gensral fund is the government's primary operating fund. It accounts for all financial resources of the genera)

governmen!, excepl thase required lo be accounted for in another fund.

The county wide general obligation bond fung accounts for the expenditures of the bond proceeds of the bonds
issued for various capital projects throughout the County.,

The New River TIF bonds fund accounts for the expenditure of the hond proceeds of the bonds issued for the
improvements within the TIF district. These improvements include the new river campus for the University of Soufh
Carofina-Beaufort and the south campus for the Technical Coliege of the Lowcountyy.

The 2009 bond anticipation notes fund accounts far the expenditure of bond proceeds of the notes Issued forvarious |

capital projects ihroughout the County.

The sales tax projects fund accounts for the expenditure of the 1% local sales lax referendum proceeds which are
used for various capital projects throughout the County. ‘

The real properfy purchase program fund accounts for the expendiiure of bond proceeds of the bonds issued for the
purchase of sural and critical lands within the County,

The 2006 bond projects fund accounts for the expenditures of the bond proceeds of the bonds Issued for various
capitat projects throughout the County,

The County reports the following major enterprise funds:
The stormwater utiltty fund accounts for the activitles of the Caunty's stormwater utilily operations,
The Lady’s Istand Airport fund accounts for the acfivilies of the County's aitport operations on Lady’s Island.

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

{sland.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Summary of Slanificant Accounting Policles ~ Continued:

The County reports the following major Intemal service fund:
The garage fund accounts for the activities of the County’s garage operations.

Additionally, the governmen! reporis the following fund types:

Speclal Revenue Funds

The special revenue funds are used to account for the procaeds of specific revenue sources (other than
special assessments, or major capital projects) that are legally restricted to expendttuyes for specified

puiposes.

Debt Service Funds
Debt service funds are usaed to account for the accumulation of resources for, and the payment of, general

long-term debt principal and interesl.

Capital Projects Funds
Capital projects funds are used to account for financial resources to be used for the acqulsition o

construction of major capital facilities,

" Agency Funds
The agency funds account for monles heid on behalf of schoo! districts, specia} districts, and other

apgencies thal use the Counly as a depository or propetty taxes are collected on behali of the other
govemments. These funds are custodial in nature and do not invofve measurement of resulls of

operations.

As a general rule the effect of inferfund aclivity has been eliminated from the government-wide financial statements. Exceplions to this
general rule are charges between the governmanf's garage funclion and various other functions of the govamrhenl. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions concemed.

Amount reported as program revenues include (1) charges to customers or applicants for goods, services, or privileges provided, (2)
operating grants and contributions, and (3) capital grants and contributions, internally dedicated resources are repotied as general
revenues rather than as program revenues, Likewise, general revenues include alf faxes.

Proprietary funds distinguish operating revenues and expenses from nonopereting tems. Operaling revenues and expenses generally
result from providing services and producing and dellvering goods in connection with a proprietary fund's principal angoing operations.
The principal operating revenues of the Counly enterprise fund are charges to customers for sales and services. Opsrating expenses for
enterprise funds include the cost of sales and services, administralive expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

When hoth restricted and unrestricled résources are available for use, it is the government's policy to use restricted resources first, ther
unrestricted resources as they are naeded.




BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

ary of Significant Accounting Policies — inyed:

Nat Assats - Net assels represent the difference between assels and Habilities. Netassets invested in capital assets, net of related debt
consists of capial assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowing used for the acquishiion
construction or improvements of those assets. Net assets are reported as restricted when there are limitations Imposed on thelr use efther
through the enabling legislation adopted by the County or through extemnal restriction imposed by creditors, grantors, taws, or regulations
of other governments, Nef assets invested in capital assets net of related debt were as follows:

Gov ental Business-Type

Net Capital Assets $ 287,524,183 $ 23,074,168
Less: Curren! Porlion of Long Term Debt (56,352,954) -
Long Term Obligations {212,460,436) -

Add Unspent Bong Proceeds; 2009 Bond Anticipation Nofes 17,258,308 -
Real Praperty Program 18,011,102 ' -

Capital Projects Funds 15,494,758 -

2006 Bond Projects 11,850,511 .

$ 82426443 § . 23074168

Deferred tevenue - Deferred revenue arises when assets are racognized before revenue recognlition criteria have been satisfied, On
governmeantal fund financial statements, recelvables that will not be collected within the available period have alsc been reporied as

defeed revenue.

Equlty in Pooled Cash and Investments - The County maintains a pooled cash and investment account for ail funds for accounting and
investment purpc;ses. This gives the County the ability to Invesl Idle cash for shori periods of time and o eam the most favorable avallable
rate of returan. The "equity in pooled cash and invesiments” represents the amount of pooled cash and investments owned by each fund of
the County. Cerlain 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 cansidered fo be temporary in nature.

Investments - Investments consist of cerificates of depostt and repurchase egreements. With the majorlty of the County's investments
maturing in less than 1 year, all investments are recorded al cost, which approximates fair value.

Receivables - Al receivables are repotied at their gross value and when appropriate, are reduced by the estimated porlion tha! is

uncollectible.

Inventories - Invenlories consisl of fuels and supplies {(enterprise Junds) and are stated at the lower of "first-In, first-out” cost or markel.

Caplal Assets - Capilal assets purchased or acquired with an original cost of $3,000 of more are reported at hislorical cost or estimated
historica! cost. Contributed assels are reporied at fair market value as of {he date recsived. Additions, improvements and other capttal
oullays that significantly extend the useful life of an assel are caphalized. Other costs incurred for repairs and maintenance are expensed
&s incurmed, Depraciation on all assets Is calculated on the straight-line 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 - 10 years
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policles - Confinyed:

Long-Term Obligations — In the governmenl-wide financtal statements and proprietary funds financlal statemenls, tong-term debtand other
long-term cbligatians are reported as liabilities in the applicable gévernment activities, business-type activilies, or proprietary fund type
stalement 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 premlum or discount. Bond issuance costs are reporied as deferred charges

and amortized over the term of related debt.

In the fund financiat statements, governmentat fund types recognize bond premiums and discounts, as well as bond lssuance costs, during
the cument period. The face amount of debt issued Is reported as bond proceeds, Premiums recetved on debt issuances are reposted as
interest on investments while discounts and issuance costs are reporied as interest and fees expenditures.

Compensated Absences — The Counly accrues compensated absences and associated employee-related costs when earned by the
employee. ’

Due to and from Other Funds/intemal Balathieas - tnterfund receivables and payables in the fund financial statements and intemal

balances in the government-wide financiat statements arise from interfund trensactions and are recorded by all funds affected In the
period in which transactions are exacuted. As a general rule, the effec of interiund aclivity has been eliminated from the

government-wide financial siatements,

Revenues — Substaniially all governmental fund revenues are accrued. Property taxes are billed and coliected within the same period in
which the taxes are levied.

Expendltures - Expendiures are recognized when the related fund fiability is Incurred:

Use of Fsfimates ~ The preparatlon of financial statements in conformity with generally accepled accounting principles requires
management to make estimates and assumplions that affect the County's financial position and resuits of operations and disclosure of

contingent assels and liabllitles, Actual resulis ¢ould differ from those estimates,

Buduels and Budgetary Accounting - The County uses GAAP as the basis for its budgeting and uses the fallowing procedures in
establishing the budgelary data reflected in the financial statements: i

N The County Adminisirator submits to County Councll, prior to June 1, proposed operating, special revenue, debt service, and
capital improvement (CIP) budgets for the flscal year commencing July 1, The operating, special revenue, debt service, and
' CIP budgets include proposed expenditures, revenues, and financing sources.

2) The Council requires suich changes to be made as it deems necegsary, provided the budget remains in balance and s subject
to the nolice of hearing requirements of Section 4-8-140 of the South Carolina Stalutes.

3 Public hearings are held pursuant to Section 4-9-140 of {he South Caroling Statutes in order for the Councll to adopt lhe
{entative and final budgel.

{4) Prior fo July 1, the operating, speclal revenue, debt service and. CIP budgets are legally enacied through passage of an
ordinance setting forth anticipated revenues and appropriations by fund,
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

of Sianifica unting Policies - Continued:

The County Administrator or his designee is authorized to transfer funds among operating sctounts or among capital accaunts
within & depariment, Alliransfers over $10,000 between depariments and programs or between operating and capiial accounts
must be suthorized 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 orlass can be approved by the Councll Chalman and/or Councll
Finance Commitiee Chalrman; transfers of $5,000 of less can be approved by the County Administrator and/or his designee,

formal budgetary integration is employed as a measurement control device for all governmental funds of the County. The
County has legally adopted budgets for all funds with the exception of the follwing: Clerk of Gourt Discretionaty, Sheritfs
Restricted Drug Award Trust, Gift Store Program, Sheidon Rehablitation Project, Library Trust, Library Spacial Trusl, PALS

Bluffest, and Administration Bulkiing Renovations.
Budgets for ihe governmental fund types are adopted on a basis consisten! with generally accepled accounting principles.

Revenues In excess of the current budget ordinance may be expended as direcled by the revenue scurce or forthe purpose for
which the funds were generated without further approval by County Councll, as per Seclion 14 of Counfy Ordinance #2005/14.

Cash and Equity In Pooled Cash and investiments
Custodial Credit Risk - Deposils .

Custodial credit risk is the risk that in the eveni of a bank failure, the County’s deposits may not be retumed. The County does nothavea
deposil policy for custodial credit risk. Af June 30, 2008, the carrying amount of the County's deposits was $20,317,560 and the bank
balance was $25,661,937. State law requires that all of the County's deposits be covered by FDIC Insurance or by collateral held by the

ptedging financial institutions’ trust department in the County's name.

Ihvestments
As of June 30, 2008, the Counfy has the following investmenis:

investment maturities (In ysars)

Falr Less than
Investment Type Value . 1 1-5

Certificates of Deposit $ 1,000,000 $ - $ 1,000,000
U$ Treasury Obligations 8,984,467 8,994,467 .
US Government Agency Obligations 248,457 377 237,454,077 11,003,300
258,451,844 246,448,544 12,003,300

South Carolina Local Govemment : :
Invesiment Pool . 4,237,864 4,237,864 -

$262680708  $250.686408 $12.003.300

Interast Rate Risk

The County does not have & formatinvestment policy that limis investment maturitias as 2 means of managing its exposure to fair velue

losses arising from increasing Interest rates,
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Cash and Equity In Pooled Cash and Investments — Contined:

Credit Risk
The County has no investment policy thal would further limit its Investment choices other than state law. As of June 30, 2009, the

underlying security ratings of the County’s investment in the South Carolina Local Government Investment Poo! (LGIP) may be obtained
from the LGIP's compiete financlal slatements. LGIP is rated AAA for long-lerm unsecured debt and A1+ for shorl-term notes by Standand
& Poor's. These financial statements may be obtained by writing o the foftowing address:

The State Treasurer's Office

Local Government investment Pool
Post Office Box 11778

Columbia, SC 28211

The County's investments in U.S, Government Agency Obligations were rated Aa2 by Moody's Investors Services.

Concentration of Credit Risk

The County places no fimit on the amount the County may invest in any one issuer. As of June 30, 2009, the County had investments with
three issuers that exceeded 5% of total investments.

Receivables/Due from Other Goverpments/Note Receivable

All property taxes receivable are shown net of allowances for uncollectibles. The County considers alltaxes to be collectible; therefore, no
aliowance for uncolleclibies has been established.

The following details receivables -net by fund:

County Wide +
Ganerat Nonmsjor
General Obligation Govemmenta!
_Find Bonds Fund
Properly Tax Receivable $ 2,388,242 § 211,562 ¢ 125,948
Licenses and Fees Receivable : 695,127 - 1,070,246
Accounts Recelvable - Other 1.411.696 - 768,800
$.4.395 065 $.211.562 91854 804
' internal
Stormwater Lady’s Island Hilion Head Servite Fund
Utility Airport Airport Garage
Property Tax Receivable $ R $ _ .5 . 3 R
Licenses and Feas Receivable 82,042 35,160 312,638 221,484

$..82042 - §_36160 Senedl12839  §__221481

Acoounts Recelveble - Other
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

eceivables/Due from Other Governments/Note Receivable - Confinuad:

Key dates in the property tax cycle for tax year 2008 are as follows;

Assessment Date 2004

Property Taxes Levied August 25, 2008
Tax Bills Rendered Oclober 28, 2008
Property Taxes Fayable . March 16, 2008
Delinquency Date March 17, 2008
Tax Sale Dates October 5-6, 2009

The following details the due from other governments by fund:

County Wide
General Nonmajor
General Obligation Sales Tax  Governmental
Fund Bonds . Projecls =~ __Funds
State Aid to Subdivisions % 1,753,338 $ 28 ] - 8 -
General Govermnment Programs 73,954 - - 181,061
Public Safety Programs . - ) - 250,388
Public Works Programs - ' . 6,618,262 156,933
Alcohol & Drug Programs - - .. 66,688
Disabllities and Special Needs Programs - - - 36,313
Public Welfare Programs - . - 40,405
Cuttural & Recreational Programs - - - 81,829
2002 Bond Projects - . - 79,537
- $_1827.202 §o 28 $__681A262  §_A03.164

In Novernber 2008, the County issued $17,500,000 in General Obligation bonds bearing interest rates of 3,5% to 8.0% and with varying
malurities through 2026. The Technical College of the Lowcountry's portion of this bond is $1,500,000.

The following reflects the future minimum payments receivable at June 30, 2008, under this note receivable:

Fiscal Year
Ending_ - Amount

2010 3 105,827
2011 108,563
2012 110,781
2013 113,057
2074 115,168
2015-2019 ' 590,068
2020-2024 605,089
2025-2026 241714
Total minimum note payments 1,980,377
Less Amount Representing interest (606,081)
Present value of minimum note paymanis 1,384,286
Less current portion (47143
Long-term portion $__ 133743
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

4, Capital Assels

Govermnmental Adtivilles

Balance Disposals Balance
June 30, 2008 Additions or Transfers June 30, 2009
Caplal Assets not Being Depreciated:
Land & Easements $ 75,884,513 $ 4,777,001 $ - $ 80,661,514
Cons'trucﬂon in Progress 15,160,362 36,004,808 8,087 458 43,087,711

Total Capital Assets nol Being Depreciated 81,044,875 40,781,809 8,087,459 123.729,225
Other Capltal Assets:

Buildings & Improvements 130,351,883 852,555 . 131,304,438
infrastructure 71,743,906 2,330,840 - 74,074,746
Equipment 42613238 . 5491306 1,605,046 46,499,498
Total Other Caplial Assets 244,708,027 8,774,701 1,605,046 ° 251,878,682
Accumulated Depreciation ~ .

Buildings & improvements 43,326,276 6,124,970 - 48,450,246
Accumulated Depreciation — :

Infrastructure 5,806,982 2,940,429 - 8,830,411
Accumulated Depreciation -

Equipment ‘ 27,883,047 4,342,456 1,431,406 0,794,097
Total Accumutated Depretiation 77,107,305 12.407.856 1,431,406 88,083,754
Other Capital Assets, Net 167,601,722  _ (3633.154) 173640~ _ 163,794,928

Govemnmental Activilies Capital Assets, Net $__258,648.597 $_37.14R.655 ‘ $_8.271.089 $_287,624,163
For the capital assets of the govemmental activities, depreciation’is compued on the straighi-line method of depreciation over ihe
estimated useful lives of the assets, which range from five to twenty-five years, Depreclation expense for the year ended June 30, 2009

was $12,407,855 and the accumulated depreciation as of June 30, 2009 was $88,083,754,

The depreciation expense was allocated as follows:

General Govemment $ 2,719,646
Public Safety 3,838,510
Public Works 3,608,320
Public Health 108,050
Public Weliare 182,028
Cultural and Recreation 1,840,304
Tolal $12.407.855
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANGIAL STATEMENTS

Capital Assets ~ Confipued:

Business-Type Activilies

For the Year Ended June 30, 2009

Balance Disposals Balance
June 30, 2008 Additions or Transfars June 30, 2000

Capital Assets nof Being Depreciated:
Land & Easements $ 13,802,425 $ - $ - $ 13802425
Construction in Progress 53,159 618,861 - 672
Total Capital Assets not Being Depreciated 13,855,584 818,861 - 14,474,445
Other Capital Assets:
Bulldings & Improvements 11,509,121 . - 11,509,121
Equipment 4,155,329 320,657 125,346 . A350,840
Total Other Capital Assets 16,664,450 320,557 125,346 15,859,661
Accumulated Depreclation -

Buildings & improverents 4,281,998 460,365 - 4,742,383
Accumulated Depreciation =

Equipment 2,134,578 502,696 119,699 2,517,575
Total Accumulated Depreciation 6,416,576 963,061 118,699 7.259.938
Other Capital Assets, Net 8,247,874 (642,504} 5,647 8,598,723
Business-Type Activities Capital Assets, Net $.23 103,458 § o (23.643) $. 5647 $.-23.074,168

For the capital assets of the business~type activities, depraciation is computed on the siraight-line method of depreclation over the
sstimated useful lives, which range from five 1o twenty-five ysars, of the assets. Depreciation expense for the year ended Junie 30, 2009
was $953,061 and the accumulated depreciation as of June 30, 2009 was $7,259,938.

The depreciation expense was allocated as follows:

Stomwater Ulility 284,944
. Lady's Island Airpord 57,302
Hitlon Head Alrpett 620,815
Total $.863.061

Long-Tem Obligations

Govemmental Business-Type

. Activities —Activilies
Geneéral Obfigation Bonds $ 159,305,000 $ -
TIF Revenue Bonds 60,675,000 -
Bond Anticipation Notes 48,755,000 -
Advances from General Fund - 1,723,662
Capital Leases 178390 —_—
$_268.813.390 $-1723.852
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Long-Term Obligations- Continued;

General Obligation Bonds

In April 2001, the County issued $30,000,000 in General Obligation bonds, bearing Interest rates of 4.375% to 5.25% and with varying
maturity dates {hfough 2020, The proceeds of these bonds were used as follows: $10,000,000 for the purchase of real property programs
as approved by referendum in November 2000, $10,000,000 to pay the bond anticipation notes issued May 2000, anhd $10,000,000 for
various County projects including the purchase of telecommunications equipment, the construction of addilional facifities forthe Detention
Ceqter, the consfruction of additional hangars al the Lady's Istand Airport , and for other govemmental projests within the County.

in May 2002, the County issued $25,100,000 in General Obligation bonds, bearing interest rates of 3.0% to 4.875% and with varying
malurity dates through 2022, The proceeds of these bonds were used as follows: $10,950,000 to pay off the outstanding bonds and
relaled costs of the 1883 Ganeral Obligation Issue and $14,000,000 for various County projects to include the purchase of
telecommunications equipment, improvements fo various county parks, construction of solid waste drop off cenlers, and for other
govemment constiuction projects within the County, )

In June 2003, the County issued $25,500,000 in General Obiigation bonds, bearing interest rates of 2.0% to 5.0% and with varying
maturities through 2023. The proceeds of these bonds were used as follows: $10,000,000 for the purchase of real property program as
approved by referandum In November 2000, $5,000,000 for paving and Improving roads within the County, and $10,600,000 for various
County projects including the purchase of felecommunications equipment, improvements to various County parks, and for other

governmental construction projects within the County.

In November 2004, the County lssited $30,500,000 in Generai Obligation bonds bearing Interest rates of 3.0%to 5,0% and with varying
maturities through 2025. The proceeds of thesa bonds were used as follows: $20,000,000 for the purchase of real proparty program as
approved by referendum in November 2000, and $10,500,000 for various Counly projects Including the purchase of various public works
and pubile safely vehicles, impsovements {o various County parks, and for other governmenta! construction projects within the County.

1 November 2008, the County issued $17,500,000 in General Obligation bonds bearing interest rates of 3,5% to 8.0% and wiih varying
maturities throtigh 2026. The proceeds of these bonds were used for various County projects.

In December 2008, the County Issued $30,000,000 in General Obligation bonds beaning interest rates of 4.0% to 6.75% and with varying
maturities through 2026, The proceeds of these bonds were used to “pay off” the County’s Bond Anticipation Notes of $25,000,000 and
provide addHional funds for the construction of the Biuffton Parkway Project.

In September 2007, the County issued $25,600,000 of General Obligation Bonds bearing interest rales 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 crilical lands projects, as
approved by referendum in Novernber 20086, and the remaining $5,500,000 of the proceeds of these bonds was used for the Buckwatter

Parkway extension,

-52.




BEAUFORT COUNTY, SOUTH CARCLINA
' ' NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Long Term Obligations — Conlinued:

In October 2007, the County issued $17,530,000 of General Obligation Bonds bearing interest rates of 4.0% to 5.0% and with varying
rhaturity dates through 2020. The procseds of these bonds were used for refunding a substantial portion of the 2001 County Bonds.

in March 2008, the County Isaued $5,000,000 of General Obligafion Bonds bearing interast rates of 2.5% to 3.0% and with varying '
malurity dates through 2012. The proceeds of these bonds were used for varicus County projects.

The 2001, 2002, 2003, 2005, 2006, 20068, 2007, 20078, and 2009 general obligation bonds are collateralized by the full falth and credit of
the Counly and are payable from ad valorem taxes,

General obligation bonds accounted for in the County's Statement of Net Assets consist of the following at June 30, 2008;

Lo - Ratesand . Original Outstanding
' Description _..Dates Maturity lssue at June 30, 2008
2001 County Bohds 4.375% - 5,25%
2/1 and 8/1 2020 30,000,000 3,000,000
2002 County Bonds ' 3.0% - 4.875% :
2/1 and 8/1 2022 25,100,000 13,475,000
2003 County Bonds 2.0% -5.0% ' .
2Mandit . 2023 25,500,000 20,850,000
2005 County Bonds 3.0% - 50%
’ . 2/1 and 8/1 2025 30,500,000 25,600,000
2006 Céunty Bonds 3.5% - 8.0%
*.8/1 and /1 2026 17,500,000 16,150,000
20058 County Bonds 4.0% - 6.75%
3/1 and 91 2026 30,000,000 28,000,000
2007 County Bonds 4.0% - 5.0%
31 and 9/1 2027 26,500,000 286,075,000
20078 County Bonds 4.0% - 6.0% '
2/1 and 8/ 2020 17,630,000 17,265,000
2008 County Bonds “2.5% -3.0%
3/1 and 9/1 2p12 5,000,000 5,000,000

$206.630.000 $.159.306.000

-53-
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For the Year Ended June 30, 2009

Long Term Obligations — Continued:

A schedule of the debt service reguirements associated with the general obfigation bonds follows:

Fiscal 2001 2002 2003 2005
Year County County County County
Ending Bonds Bonds Bonds Baonds
2010 $ 1602080 & 2,567,025 $ 1.803,250 $ 1,808,875
2011 1,598,850 2,568,525 1,828,313 1,795,375
2012 - 1,311,525 1,899,563 1,784,875
2013 - 1,113,681 1,986,563 1,817,250
2014 - 1,113,718 2,029,063 1,897,750
2015-2018 - 5,613,950 10,462,065 11,687,750
2020-2024 - 3.401,881 6,356,626 22,381,260
2025-2027 - - - 3123750
Total 3,200,910 17,510,306 28,375,443 46,393,875
Less Amount
Representing Intersst 200810 4,035,306 7.625.443 16,793,875
Net §.3000000  $13475000 $20.850000  $.20,600,000
Fiscal 2006 20068 2007 20078
Year County County County County
Ending Bonds . Bonds Bonds Bonds
2040 $ 1,235,813 $ 1.817.250 $ 1514031 . & 781,900
2011 1,266,563 1,888,250 1,623,031 786,300
2012 1,292,563 2,057,250. 1,727,031 2,368,500
2013 1,318,000 2,121,250 1,826,031 2,363,300
2014 1,343,625 2,181,250 1,920,031 2,350,700
2015-2018 6,884,125 11,923,250 10,489,155 11,576,400
2020-2024 7,059,375 14,370,000 11,715,156 2,267,200
2025-2027 . :2,820.000 5£.734,125 7,467,251 -
" Tolal ‘ 23,221,064 42,293,625 38,281,747 22,483,300
Less Amount

Representing Interest 7,071,064 13,393,625 13,208,717 5,238,300

Net . $.161450000  $28.800000 $25075000  §17.285000




BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 230, 2008

Long Term Obligations ~ Continued:

Fiscal 2009

Yaar County

‘Ending Bonds Tolal
2010 "$ 811,500  $13,561,704
2011 1,960,625 15,415,832
2012 3,080,000 15,328,307
2013 . 12,627,075
2014 - - 12,836,138
2015-2018 ) - 68,666,695
2020-2024 - 69,551,488
2025-2027 : - 19,145126
Tolal 5,362,125 227,132,365
Less Amount

Represenling Interest 362,125 67,827,368

Net $5000,000  $158.305.000

Total interest paid on bonds outstanding for the year ended June 30, 2009 was §7,835,998.

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

Fiscal Year
" __Ending Amount
2010 . $ 6,705,000
2011 8,825,000
2012 9,055,000
2013 6,670,000
2014 ' 7,130,000
2015-2018 45,525,000
2020-2024 57,545,000
2025-2027 ’ 17,850,000
Total $ 159.305000

Tax Increment Financing Revenue Bonds

In December 2002, the County Issued $40,000,000 in Tax Increment Financing Revenue Bonds for the New River TIF District, bearing

' interest rates of 3.0% to 5.5% and with varying maturities through 2027, The proceeds of these bonds were used o provide infrastructure
and other improvements within the Tax Increment Financing District, including buildings for both the University of South Carolina -
Beavfort and the Technical College of the Lowcauntry, which the County owns.

In November 2003, the County issued $23,680,000 in Tax Increment Revenue Bonds far the Bluffton TIF District, bearing interes! rales of
2.0% 10 5.0% and with varying maturities through 2028. The protseds of these bonds wese used to pay the outstanding bond anticipation
note and to provide infrastructure improvements within the Tax Increment Financing District.
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Long Temn Obligations — Continued:

The following is a schedule of the debl service requirements;

3

Fiscal Year New River Bluffton

Ending TiF TIE Total
2010 $ 2,546,453 $ 1,403,600 8 3,950,063
2011 2,813,262 1,488,150 4,302,412
2012 2,803,463 1,575,275 4,568,738
2013 3.172,350 1731275 4903625
2014 3,349,950 1,905,275 5265225
20152049 17,760,475 10,658,275 28,318,750
2020-2024 : 18,324,100 14,463,750 26,787,850
2025-2028 11,233,000 4,153,250 15,366,250
Total 62,193,053 34,279,850 96,472,913

22,953,083 12,944 36,897,013

Less Amount Reprasenting Interest

Nt C $38.240000 $21.236,000 $EL575,000

Tota! Interest paid on bonds outstanding for the year ended June 30, 2009 as $3,082,802.

Bond Apficipation Notes

In March 2009, the County issued $48,755,000 in Bond Anticipation Notes bearing an interest rate of 1.75% and with a maturlly of March
10, 2010. The County intends {o refinance the Bond Anlicipalion Notes Into General Obligation Bonds In fiscal year 2010.

Advances from General Fund

In September 2007, the County issued a nole for §1,800,000 far the balance owed for the construction of hangers at the Hilton Head
Istand Airport. The nole was payable in quarterly payments of $31,634, including Interest at 5.0 % through June 2032,
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NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Long Tem Obligations - Continued:

Anrual requirements to amostize the advances from general fund outstanding at June 30, 2008, are as follows:

Fiseal
Year Loan Payable
*__Ending to General Fund Principal Interest
2010 $ 12653 $ 44,118 3 85420
2011 126,535 43,210 83,325
2012 126,535 45,411 81,124
2013 " 126,535 47,725 78,810
2014 126,535 50,158 76,378
2015-2019 632,674 291,813 340,861
2020-2024 632,674 374,115, 258,559
2026-2029 632,674 479,625 153,045
2030-2032 370,603 350478 28,125
Total $.2210300  §.3723652 @ $_1.186648

Capita! Leases

As of June 30, 2008, the County has one fease-purchase agreement to purchase communication equipmentwith a lease term of 10 years
and an interest rate of 3.95%. The communication equipment under this capiial 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,

Flseal Yeat

Ending Amount
2010 . 3 40,000
2011 40,000
2012 40,000
2013 40,000
2014 40,000
Total 200,000
Less Amount Representing Interest 21,610
Net . ¥ 178,390
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For the Year Ended June 30, 2008

Long Teim Obligations « Continued:

The Counly records capital lease payments as current year expenditures in the fund to which the lease applies. The liability for capfial
leases and the associated assels are recorded.

Total interest paid on.capital leases for the year ended June 30, 2008 was approximately $8,209 which was recorded as axpendilure inthe
Special Revenue Fund for E-911 equipment,

Govemmental Activities Changes in Long -Term Obligations

Balance Balance
June 30, 2008 Additions Retirements June 30, 2008
General Obligation Bonds $ 177‘51.5.000 $ 5,000,000 $ 23,210,600 $159,305,000
TIF Revenue Bonds . 62,760,000 - 2,185,000 60,575,000
Bond Anticipation Notes ’ - 48,755,000 - 48,755,000
Capital Leases 210,091 - . 31,701 178,380
Totals $ 240.485.091 $.53756000  $.26426.701 $266.613.300

Busingss-Type Activitles Changes In Long -Term Obligations

Belance Balance
Jung 30, 2008 Additions Relirements June 30, 2009
Advances from General Fund $..1.762,774 3 - $ 39422 $__ 1723852
Combined Changes in Long-Termm Qbligations
Balance Dalance
June 30, 2008 Additions Retfirements Juge 30, 2003
General Obligation Bonds - $177,515,000 $ 5,000,000 $ 23,210,000 $ 159,305,000
TIF Revenue Bonds 62,760,000 - 2,185,000 60,575,000
‘Bond Anticipation Notes . - 48,755,000 - 48,765,000
Advances from General Fund 1,762,774 - 39,122 1,723,652
‘Capllal Leases 210,091 - 31,701 178
Totals $ 242,247 865 S.51755000  $§_26.465.823 $270.557.042
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For the Year Ended June 30, 2008

tong Temn Obligations - Continued:
Cunent Portion of Long Tem Obligations

The current portian of long term obligations is compuled as follows:

General Obligations Bonds $ §,705,000
TIF Revenue Bonds 860,000
Bond Anlicipation Notes 48,758,000
Capital Leases 32,854

§ _56,352.884

Accrued Compansaled Absences

The County considers accrued compensated absences lo be reporied as a current and long ierm liability.

ental Aclivities Changes in Cutrent and Long -Term Obligations

Balance . Balance Amouni Due
June 30,2008 Addltions Retirements June 30, 2 inOne Year
$_2764087  5_4J050366 $ 3761016 $_3108438  $_185422

Business-Type Aclivilies Chanages In Current and Long -Term Obligations

Balance Balance Amouni Due
June 30, 2008 Additions Retirements June 30, 2008 in One Year
§___ 76566 2 §__ 160648 S_ 1270iF §__ 100852 $___ 5407

Interfund Transfers/ Due to General Fund

Interfund transfers (infouf) were used 1o move resources jofirom ather funds In accordance with budgetary authorizations, or olher
requirements. These transfers were permanent in ngture and as such fhere are not any anlicipated repayments. The following

inlerfund transiers were made during the year ended June 30, 2008,
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Interfund Transfers! Due to General Fund- Confinued:

Recipiant Fund Transferring Fund . oun

Generat Fung Nonmajor Special Revenue Funds ‘ $ 869,682
County Wide Genera) Obligation Bonds Nonmajor Special Revenue Funds 4,065,988
County Wide General Obligation Bonds Nonmajor Debl Service Funds 301,867
2009 Bond Anticipation Notes Nonmajor Caphal Project Funds 1,885,170
2009 Bond Anticipation Noles Nonmajor Special Revenue Funds 964,508
Sales Tax Projects Nonmajor Speclal Revenue Funds 819,689
2006 Bond Projects Nonmajor Capital Project Funds 160,807
2008 Bond Projects 2009 Bond Anticipation Notes 3,254,971
Nonmajor Special Revenue Funds General Fund 2812282
Nonmajor Debt Service Funds Nonmajor Special Revenu¢ Funds 2,316,514
Nonmajor Capital Project Funds * 2006 Bond Projects 38,268
Nonmajor Capital Projects Funds Nonmazjor Capital Projects Funds 142000

$ 11631847

Due to General Fund

Due to generai fund also included $1,777,945 at June 30, 2009 for advances for certain operating expenses of the aliport enterprise fund,

Operafing Leases

The County ieases cerlain ofiice space and machinery and aquipment under cancelable operating leases, Under the lenns ofthe lease
agreements, the County's obligation to continue rental obtigations 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 approximatety $510,000,

The following is a schedule of minlmum commitments for operating lease payments:

Fiscal Year
Ending . Amgunt

2010 $ 478,087
2011 ) 219,275
2012 78,887
2013 8,774
2014 12
2015-2026 3 125
Total '$ 786170
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Defened Compensation Plans

All state and local govetnment employses can participate in a defarred compensation plan created in accordance with Internal Revenue
Code 457, The plan, administered by the state public employee ralirement system through & slate approved nongovernmental third party,
pemils governmental employaes to defer a portion of their salary until fulure years. The deferred compensation is not avallable to an
employee until termination, refiremenl, death, or unforeseeable emergency. Contributions by employees under the 457 program lolaled
$284,874 for the year ended June 30, 2009, There are no employar contributions raade by the County lo this plan. Participant account
bglanees are not included in these financial siatements.

County employees may participate in a 40%(k) or & Roth 403 (k) deferred compensation plans available to state and local govemmahlal
empioyees through the state public employee retirement system. The 4D1(k) and Roth 401(k) programs are administered by a stale
approved nongovernmental third party. Coniributions by employees under the 401 (k) and Roth 401(k) programs tofaled $316,414 and
$10,778, respectively, for the year ended Jung 30, 2009, There are ho employer contributions made by the County fo these plans.
Participant account balances are not included in these financial statemenis.

Retirement Plans

The Govermnmental Accounting Standards Board (GASB) issued Statement No, 27 entitied Accounting far Pensions by State and Local
Governmen! Employees in November 1894. This Statement was amended with the issuance of GASB Statement No. 50 entitied Penslon
Disclosures- an amendment of GASB Sialements No. 25 and No. 27 in May 2007. The following information Is providedin order fo meet
the disclosure requirements prescribed in paragraph 20 of GASB 27 and paragraph 7 of GASB 50.

Substantially all fuli ime, permanent County employees are requited by law (Tille @ of the S, C. Code of Laws) fo participate in stelewide,
cost sharing muliiple-employer defined benefit pension plans administered by fhe State Retirement System. Generally sl employees, with

_ the exceplion of law enforcement personnel and certain others, participale in fhe South Carolina Relirement System (SCRS), Law

enforcement personnel and certain other employees participate in the South Carolina Police Cfficers Retirement System (PORS).

Both the South Carolina Retirement System and Police Officers Retirement System offer refirement and disability benefits, cos! of living

" adjustments on an ad-hoc basis, e Insurance benefits, and survivor benefits, The Plans’ provisions are established under Title § of the

SC Code of Laws.

A Comprehensive Annual Financiat Report containing financlal statements and required supplementary information for the South Carolina
Refirement System and Police Officers Relirement System is issued and publicly avsiiable by wriling the South Caroling Refirement

System, P.O. Box 11880, Columbia, SC 29211 -1960.
Aciuarially established employer contribution rates are as follows:

Retirement Program

Group
Unfunded Accidental Life
Actrued Death insurance
Normal Llabiiity- Progrem Propram Toia!
SCRS 5,00% 4.24% DA 45% 9.39%
PORS 8.43% 2,22% 20% 20% 11.05%
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Relirement Plans — Continued:

Contribution rates are developed by the SCRS and PORS using the entry age normai cost method. The normal contribution rale to cover
current cost has been determined as a tevel perceniage of payroll. A market relaled value of ﬁlan assels is used for actuarial valuation
purposes. Gains and iosses are reflecied in the unfunded accrued fiabilities that are being amortized by regular annual contributions as &
level percent of payrolt within a 30 -year period, assuming 4.25 % annual payroll growth for SCRS and PORS.

Afj employers coptribule at the actuarially required contribution rates,

Contribution Information: SCRS PORS
Covered Payrolt $34,401,183 $ 16,516,394
Employee Contributions 2,223,091 1,073,566
Employee Contribution Rate (Based upon Salary) . B.50% 6.50%
Employer Coniribution Rate; Includes Group 9.39% 11.05%

Life Coverage in both SCRS and PORS and
Accidenial Death Coverage in PORS (Based upon Salary)

The County's employer contribution to the SCRS for the years ended June 30, 2008, 2008 and 2007 were $3,230,276, 52,966,289, and
$2,309,121, respectively, which are equal to the required contributions. .

The County's employer contribution to the PORS for the years ended June 30, 2008, 2008 and 2007 were $1,826,081, $1,609,117, and
$1,458,818, respectively, which are equal to the required contributions.

Vesting Requlrements:

With five years of service, an employee Is entilled to a deferred annuity commencing at age 65 underthe SCRS and at age 55 under the
PORS.

Retirement Benefits:

Retlrement beneflts of parlicipanis in the SCRS and the PORS are cumenlly determined as follows:

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

+  Total 12 highesi consecutive quariess of salary (dfvida by 3).

¢ Muttiplythe amount by 1.82%.
¢ Multiply the results by the fotal months of creditable service.

+  Divide resulis by 12.

PORS - The retirement benefil at age 56 or 25 years' service is generally detenmined consistent with the aforementloned SCRS
formula, except that the average salary is muliiplied by 2.14% for Class Il members.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Retirement Plans ~ Confinued:
Eatly Retirement - SCRS '
Age Service required Easly Refirement Penalty
atleast60 - None 5% for each year of age under 65
B5 25 4% for each year of service under 28

Full formula retirement Is available with 30 years of service, regardless of age, or age 68.
There are no early retirement provisions under PORS. A member must have 25 years service for full reflrement or must be age 65 with 5

years service; both criteria provide for full formula benefit with no reduction.

Employees eligible for service retirement may participaie in the Teacher and Retiree Incentive Program (TERI). TER! participants may
retire and begln accumulating refirement benefils on a deferred basls without terminating employment for up fo five years. Upon
termination of empioyment or at the end of the TERI period, whichever is eariier, participants will begin receiving monihly service
relirement benefits which will Inciude any cost of living adjustments granted during the TERI period. Bscause participants are considered
refired during the TERI period, they do not make SCRS contributions, do nol earn service credlt, and are ineligible lo receive group life
insurance benefits or disabliity refirement benefits, Effective July 1, 2008, TER! parlicipanis who entered the program hefare July 1, 2005
do ndl have to contribule SCRS as long as they are covered under the TERI program.

Disabiltty Réﬁremenl

_In order fo receive Disability Retirement benefits, an employee must have 5 years of eredited service unless the injury is job related.

Recipients recelve a service relirement bensfit based upon continued service to age 65 for SCRS andto age 55 for FORS with no change

in compensation,

Accidentat Death Program

Under this provision of the PORS, an annutty is provided fo the surviving spouse {or the specified bengficiary) of a member whose death
was while in performance of duty, The annuity would equal 50% of members® compensation af the time of death.

Graup Life Insurance Benefits

Alump-sum payment equal 10 ohe year’ s salary Is payable lo ihe beneficiary upon the death of an active mamber with af least one year of
service. There s no service'requiremerit for death resulting from actual performance of duties. Lump-sum payments of up to $6,000
(SCRS and PORS) are payable fo a retiree's beneficiary based upen years of service at refirament, '

Withdrawal of Employee Contribution

Accumulated-contributions and credited inlerest payable are paid within 6 months but not less than 0 days afterlermination of allcovered

employment,
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BEAUFORT COUNTY, SOUTH CAROLINA
_ NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Retirement Plans ~ Conlinued:

Posl Retirernent Increase

Annualincreases in retirement benefits are calculated at 4% per year, provided the Consumer Price index (CPI) far the prior catendar year
was 3% or highar. Ifthe CP| is less than 3%, CPlis granted. Increases are approved annually subject to complisnce with funding poficy.

Stalewide Plan Actuaral Information

The South Carolina Retirement Systems do not determine separate measurements of assets and pension benefil obligalions for individual
employers. An actuarial valuatfob is performed fot the systems annually. No changes in acluarial assumptions or benefit provisions have
occurred subseguent to July 1, 1985. The Interest rate assumption for actuarial purposes Is 7.25%. An assumption of future COLA
adjustments was. temoved (SCRS and PORS) and the methed of valuing assets was changed from book vaiue to a smoothed market

value.

The Systems use a projected benefit method for actuarial valuation with ievel percentage entry age, normal cost and open-gnd unfunded
accrued liabiiily,. At July 1, 2008, based upon the actuarlal method used for funding purposes:

SCRS PORS
Unfunded Accrued Liability $ 10,864,000,000 S 958,000,000
Liguidation Period 28 years 30 years

Other Post Employment Benefits (OPEB)

Plan Description

The County provides post-retirement health, e and denlal care benefits, as per lhe requirements of a local ordinance, for certain refirees.
Substantially all employees who fetlre under the State retirements plans are eligible to continue thelr coverage with the County paying
100% of Ihe 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 1o all employees
hired after June 9, 2D08. As of year-end there were 61 employees who had relirad with the County and were receiving heaith insurence

benefits,

Funding Pollcy

The contribution requirements of plan members and the County are estabiished and may be amended by the County. The required
contribulion is currently based on pay-as-you-go financing requirements. For the year ended June 30, 2008, the County recognized
expenditures of $10,3083,704 for current heallhcare premiums.
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BEAUFORT COUNTY, 8OUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Other Post Employment Benefits {OPER) — Conlinued:
Annuat OPEB Cost and Net OPEE Obligatlon

The County's annual OPEB cost is calculated based on the annual required contribution of the employer (ARC), an amount actuarlly
determined in accordance wilh the parameters of GASB Stalement 45, The ARC represents a {evel of funding that, If paid on an ongoing
basis, is projected to cover normal cost each year and amortize any unfunded aciuarial liabilifies (or funding excess) over a period notto
exceed 30 years. The following table shows.the components of the County’s annual OPEB cost for the year, the amouni scltuslly
cardributed to the plan, and changes in the County’s net OPEB:

Governmerdal Business-lype

Normal Cost for Cutrent Year : $ 2,054,895 $ 98,618
Amortization of Unamortized Accrued Liabliity 1,358,568 71,504
Annual Required Contribulion (ARC) ’ 3,413,463 171,122
interest on Net OPEB Obligalion ' 118,264 6,224
Adjustment to Annual Requised Contribution ' (102,082) {5,374}
Annual OPEB Cos! 3,429,626 171,872
Contributlons Made - {734.901) {38,679)
Increase in Net OPEB Ohligation . 2,694,724 133,203
Net Obligation - Beginning of Year . : 3,244 727 137,061
Net Obligation - End of Year $ 5939 451 § 270354

The County’s annual OPEB cost, the percentage of annual OPEB cost confribuled 10 the plan, and the net OPEB obligation for the 2009

{iscal year were as foliows:
’ Percentage

Fiscal of Annual

Year Annual OPEB Cost Nel OPEB
Ending OPERB Cost Contributed Obllgation
2009 $2,828,017 27.35% $ 6,208,805

2008 - 3,381,788 0% 3,381,788

Funded Status and Funding Proaress

As of January 1, 2009, the most recent actuerial valualion date, the plan was 0.0% funded. The acluarial acerued liabilfty for benefils was
$37.4 million, resulting in an unfunded actuarial acerued liabliity (UAAL) of $37.4 million. The coverad payroll {annual payrell of active
employees covered by the plan) was $51,850,234, and the ratlo of the UAAL 1o the covered payroll was 72.1 percent.

Acluarial valuations of an ongolng plan involve estimates of the value of reporied amounts and assumplions aboul the probability of
occumence of events far into the future, Examples include assumptions about fulure employment, mortality, and the healthcare costirend.
Amounts determined regarding the funding status of the plan and annual required contributions of the employer are subject to continual
revision as actual fesulls are compared with pas! expectations and new estimales are made about the future. The schedule of funding
progress, presented as required supplementary information following the notes to the financial statements, presents multi-year trend
Information about whether actuariai value of plan assets is increasing or decreasing over time relative to the actuarial acerued liabilities for

benefits.
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BEAUFORT COUNTY, SOUTH CARQOLINA
NOTES TQO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Other Post Employment Benefits (OPEB) - Confinued:
Funded Stattis and Funding Progress

Projections of benefits for financial reporfing purposes are based on the substantive plan (the plan es understood by the employer and the

. plan members) and include the types of beneflis provided at the time of each valuation and the historical pattem of sharing of benefit costs

between the employer and ptan members fo that point. The actuarial methods and assumptions used include techniques thal are
designed to reduce the efiects of short-term volatility in actuarial accrued liabillies and the actuarial value of assets, consistent with the

long-term perspeciive of the calculations.

In the January 1, 2008 actuarial valuation, the projected unil credit method was used. The acluarial assumptions included a 4.00%
investment rate of return (net of administralive expanses), which is the biended rate of the expecied long-ferm investmant retums on plan
assels on the County's own invesiments calculated based on the funded ltevel of the plan al the valuation date, and an annusi higalthcare
cos! trend rate of 8.00% in 2008 decreasing fo the ulfimate rate of 5.00% in 2014. Also, the acluarial assumplions included a 3.756%
annual salary rate Increase and 2.5% for an annual inflation rate. The UAAL is belng amortized via the level percentage method, which
amortizes the UAAL as a constant percent of payroll. The remaining amoriization period al June 30, 2008 was 29 years.

Accrued Compensaled Absences and Other Benefits

Effeciive February 15, 1993, Beaufort County adopted a new lsave policy for all employees. The TOWP/SCA policy was replaced with 2
policy granting Personal Leave Days and Personal Disabilily Leave, Under the new policy, employees were entilled fo & maximum
‘Personal Leave balance of 280 hours. Uptn termination, employees will be paid for all unused, unpaid Personal Leave up to this
maximum. The liability recorded at June 30, 20089, to cover unused, unpaid Personal Leave including fringe benefits tolaled $2,218,367,

-

The County repors $155,422 as & curen! lizbility and $2,853,013 as a long-term liabllity for gpvemmental aclivities, while $5,487 as a
curtent liability and $104,455 as a long-tern liability for business-type activliies.

Allleave hours accrued Inexcess of this Personal Leave maximum were accrued to the employee's Personal Disabliily leave account. A
maximum of 360 hours may be maintained in an employse's Personat Disability leave account, The only accrual to this balance occurs
when an employae's Personal Leave account exceeds 280 liours, at which time excess hours are “rolled over” to the Personai Disability
leave account. Personal Disabliity leave is 16 be used in the case of an extended or life threataning itness. This account can anfybe used
once all accrued hours in the Persenal Leave account have been used 1o a balance of 80 hours orless. The employee must present a
doctor's statement verifying the disability or iliness in order to utilize hisfher Personal Disabliily leave. Employees with remalning SCA
leave batances may retain those balances. The same rules governing the use of Personal Disabllity leave apply o the use of SCA leave,
Upon termination of employment with Beaufort Gounty, 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 Consolldaled Omnibus Budge!
Reconciliation Acl (COBRA), The requirements established by COBRA are fully funded by employees who elect coverage under the Agt,

and no direct costs are incurred by the County.
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18.

14.

BEAUFQRT COUNTY, SCUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Corfimitments ang Contitigenciss

On November 22, 1891, the County entered Into & 20 year lease agreement wilth the General Services Administration ofthe U. 8.
Government (GSA) for the use of the former Beaufori County Courthouse bullding by GSA as a Federal Courthouse. Under this
agreement, the County renovated the bullding In accordance with GSA specifications at an approximate cost of $1,933,744, Financing
has been arranged for the fuhding of these costs and the County has assigned all rights and Interest in the lease payments from GSA fo
the lender, The terms and required payments on the tease are the same as the terms and required payments on the foan. Afler the
payment of the loan and the end of the lease term, the asset will remain as property of the County.

Arbitrage rules - State and local bonds Issued afler 1984 are subject to arbilrage reslrictions as endcted by the Federal Government. To
retain the bonds’ tax exempt status, locat governments must comply with the regulations as adopted by the govermment expend all of the
bond proceeds wilhin designated periods which could be up fo three years. The County is in compliance with all arbitrage rules.

As of June 30, 2009, the County has outstanding construgtion contracls of $28,831,750,

Risk Managemen! and Liligation

The County is exposed to various risks of losses retated fo foits; thefts of; damage to and destruction of assets; errors and omissions:
injuries to employses: and natural disaster. The Counfy manages risk through employee educational and prevention programs and
through the purchase of casuatty and liability insurance. Al risk managemenl activities are accounted for in the Generalfund. .

For all of these risks, the County is 2 member of the Stale of South Carolina insurance Reserve Fund, a public entity risk paol currenity
operating as a common risk management and insurance progrant for local governments. The County pays an annual premium 1o the
State Insuranice Reserve Fund for its insurance coverage. The State Insurance Reserve Fund is self-sustaining through member
premiums and reinsures through commeraial companies for cariain claims.

Expenditures and claims are recognized when it Is probable that a loss has occurred and the amount of the toss can be reasonability
estimated. in determining claims, events that might create claims, but for which nane have been reported are considered.

The Coundy is a party o several lawsuits which seek to recover property taxes paid under protest and fo overturn property sold at “ax
sates.” The County's attomey estimates that the amount of actual or potentiat claims against the County at June 30, 2008 will not
materially affect the financiaj conditions of the County. Therefore, the General Fund contains no provision for estimated claims,

‘The County has not sigrilficantly reduced insurance coverage fiom the previous year nor has it selfled claims in excess of insurance

coverage for the las{ three years that were material.
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18.

BEAUFORT COUNTY, SOUTH CAROQLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Fund Equity Deficits and Subsequent Events

At.Juns 30, 2009, the accommodalions tax program fund had a deficit balance of $26,108 and the clerk of court fund had a deficit balance
of $164,062, However, these individual accounts are ¢ffset by 3 positive fund balance in the general fund.

After June 30, 2008, the County sntered into several operating leases, The lease payments are refiected in the schedule of minimum

commitments for operating lease payments in Note 8.
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APPENDIX B

FORM OF BOND COUNSEL OPINION



(Date of Delivery)

Beaufort County, South Carolina

BEAUFORT COUNTY, SOUTH CAROLINA
GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C
$

We have served as bond counsel for Beaufort County, South Carolina (the “County”) in

connection with the issuance of § General Obligation Refunding Bonds, Series 2010C dated

_, 2010 (the “Bonds”). 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:

L. The Bonds 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 Bonds as they
respectively mature and to create such sinking fund as may be necessary therefor.

3. Interest on the Bonds is excluded from gross income for federal income tax purposes and
is not an item of tax preference for purposes of the federal alternative minimum 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 Bonds 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 Bonds to be included in gross income
for federal income tax purposes to be retroactive to the date of issuance of the Bonds.

4, Under the laws of the State of South Carolina, the Bonds 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 Bonds.

This opinion is not intended or provided by Bond Counsel to be used and cannot be used by an
owner of the Bonds for the purpose of avoiding penalties that may be imposed on the owner of such
Bonds. This opinion is provided to support the promotion or marketing of the Bonds. Each owner of
should seek advice based on its particular circumstances from an independent tax advisor.
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The rights of the owners of the Bonds and the enforceability of the Bonds 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 Bonds. Further, we express no opinion regarding tax consequences arising with
respect to the Bonds 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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APPENDIX C

CONTINUING DISCLOSURE UNDERTAKING



FORM OF DISCLOSURE DISSEMINATION AGENT AGREEMENT

This Disclosure Dissemination Agent Agreement (the “Disclosure Agreement”), dated as of

_, 2010, 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 in

accordance with Rule 15¢2-12 of the United States Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time (the “Rule”).

SECTION 1.  Definitions.  Capitalized terms not otherwise defined in this Disclosure
Agreement shall have the meaning assigned in the Rule or, to the extent not in conflict with the Rule, in
the Official Statement (hereinafter defined). The capitalized terms shall have the following meanings:

“Annual Filing Date” means the date, set in Sections 2(a) and 2(f), by which the Annual Report is
to be filed with the MSRB,

“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.

“Annual Report” means an Annual Report described in and consistent with Section 3 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 MSRB 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 Finance Director, 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



nominees, depositories or other intermediaries) or (b) treated as the owner of any Bonds for
federal income tax purposes.

“Information” means the Annual Financial Information, the Audited Financial Statements (if any)
the Notice Event notices, and the Voluntary Reports.

“Notice Event” means an event listed in Sections 4(a) of this Disclosure Agreement.

“MSRB” means the Municipal Securities Rulemaking Board established pursuant to Section
15B(b)(1) of the Securities Exchange Act of 1934.

“Official Statement” means that Official Statement prepared by the Issuer in connection with the
Bonds, as listed on Appendix A.

“Repository” means the Municipal Securities Rulemaking Board through its Electronic Municipal
Market Access (“EMMA”) system at www.emma.msrb.org.

“Trustee” means the institution identified as such or identified as Registrar/Paying Agent 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
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 the MSRB not later
than 210 days after the end of each fiscal year of the Issuer, commencing with the fiscal year ending June
30, 2010. Such date and each anniversary thereof is the Annual Filing Date. The Annual Report may be
submitted as a single document or as separate documents comprising a package, and may cross-reference
other information as provided in Section 3 of this Disclosure Agreement.

(b) If on the fifteenth (15th) day prior to the Annual Filing Date, the Disclosure
Dissemination Agent has not received a copy of the Annual Report and Certification, the Disclosure
Dissemination Agent shall contact the Disclosure Representative by telephone and in writing (which may
be by e-mail) to remind the Issuer of its undertaking to provide the Annual Report pursuant to Section
2(a). Upon such reminder, the Disclosure Representative shall either (i) provide the Disclosure
Dissemination Agent with an electronic copy of the Annual Report and the Certification) no later than
two (2) business days prior to the Annual Filing Date, or (ii) instruct the Disclosure Dissemination Agent
in writing that the Issuer will not be able to file the Annual Report within the time required under this
Disclosure Agreement, state the date by which the Annual Report for such year will be provided and
instruct the Disclosure Dissemination Agent that a Notice Event as described in Section 4(a)(12) has
occurred and to immediately send a notice to the MSRB in substantially the form attached as Exhibit B.

(¢) 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 the MSRB in substantially the
form attached as Exhibit B.
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(d)

(e)

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 the MSRB.

The Disclosure Dissemination Agent shall:

(i) determine the address of the MSRB each year prior to the Annual Filing Date;

(ii) upon receipt, promptly file each Annual Report received under Section 2(a) with the

MSRB;

(iii)upon receipt, promptly file each Audited Financial Statement received under Section
2(d) with the MSRB;

(iv) upon receipt, promptly file the text of each disclosure to be made with the MSRB
together with a completed copy of the 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.

10.

11.

12.

“Principal and interest payment delinquencies,” pursuant to Sections 4(c) and

4(a)(1);
“Non-Payment related defaults,” pursuant to Sections 4(c) and 4(a)(2);

“Unscheduled draws on debt service reserves reflecting financial
difficulties,” pursuant to Sections 4(c) and 4(a)(3);

“Unscheduled draws on credit enhancements reflecting financial
difficulties,” pursuant to Sections 4(c) and 4(a)(4);

“Substitution of credit or liquidity providers, or their failure to perform,”
pursuant to Sections 4(c) and 4(a)(5);

“Adverse tax opinions or events affecting the tax-exempt status of the
security,” pursuant to Sections 4(c) and 4(a)(6);

“Modifications to rights of securities holders,” pursuant to Sections 4(c) and

4(a)(7);
“Bond calls,” pursuant to Sections 4(c) and 4(a)(8);
“Defeasances,” pursuant to Sections 4(c) and 4(a)(9);

“Release, substitution, or sale of property securing repayment of the
securities,” pursuant to Sections 4(c) and 4(a)(10);

“Ratings changes,” pursuant to Sections 4(c) and 4(a)(11);
“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;
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13. “Other material event notice (specify),” pursuant to Section 7 of this
Agreement, together with the summary description provided by the
Disclosure Representative.

(v) provide the Issuer evidence of the filings of each of the above when made, which
shall be by means of the DAC system, for so long as DAC is the Disclosure
Dissemination Agent under this Disclosure Agreement.

® The Issuer may adjust the Annual Filing Date upon change of its fiscal year by providing
written notice of such change and the new Annual Filing Date to the Disclosure Dissemination Agent,
Trustee (if any) and the MSRB, 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: “THE BONDS—
Security;” “DEBT STRUCTURE—Outstanding Indebtedness;” and “CERTAIN FISCAL MATTERS—
Assessed Value of Taxable Property in the County,” “—Estimated True Value of All Taxable Property in
the County,” “~—Tax Rates,” “—Tax Collections for Last Five Years,” and “—Ten Largest Taxpayers.”

(b) Audited Financial Statements prepared in accordance with GAAP as described in the Official
Statement will be included in the Annual Report. If audited financial statements are not available, then,
unaudited financial statements, prepared in accordance with GAAP will be included in the Annual Report.
Audited Financial Statements (if any) will be provided pursuant to Section 2(d).

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 the Securities and Exchange Commission or
available on the MSRB Internet Website. 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.

Any annual financial information containing modified operating data or financial information is
required to explain, in narrative form, the reasons for the modification and the impact of the change in the
type of operating data or financial information being provided.

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:

Principal and interest payment delinquencies;

Non-payment related defaults;

Unscheduled draws on debt service reserves reflecting financial difficulties;

Unscheduled draws on credit enhancements relating to the Bonds reflecting financial
difficulties;

Substitution of credit or liquidity providers, or their failure to perform;

Adverse tax opinions or events affecting the tax-exempt status of the Bonds;
Modifications to rights of Bond holders;

Bond calls;

T
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9. Defeasances;
10. Release, substitution, or sale of property securing repayment of the Bonds;
1. 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 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 MSRB in accordance with
Section 2(e)(iv) hereof.

SECTION 5. CUSIP Numbers.  Whenever providing information to the Disclosure
Dissemination Agent, including but not limited to Annual Reports, documents incorporated by reference
to the Annual Reports, Audited Financial Statements, notices of Notice Events, and Voluntary Reports
filed pursuant to Section 7(a), the Issuer shall indicate the full name of the Bonds and the 9-digit CUSIP
numbers for the Bonds as to which the provided information relates.

SECTION 6.  Additional Disclosure Obligations. The Issuer acknowledges and understands
that other state and federal laws, including but not limited to the Securities Act of 1933 and Rule 10b-5
promulgated under the Securities Exchange Act of 1934, may apply to the Issuer, and that the failure of
the Disclosure Dissemination Agent to so advise the Issuer shall not constitute a breach by the Disclosure
Dissemination Agent of any of its duties and responsibilities under this Disclosure Agreement. The
Issuer acknowledges and understands that the duties of the Disclosure Dissemination Agent relate
exclusively to execution of the mechanical tasks of disseminating information as described in this
Disclosure Agreement.

SECTION 7.  Voluntary Reports.

(2) The Issuer may instruct the Disclosure Dissemination Agent to file information with the
MSRB, from time to time pursuant to a Certification of the Disclosure Representative accompanying such
information (a “Voluntary Report™).

(b) Nothing in this Disclosure Agreement shall be deemed to prevent the Issuer from
disseminating any other information through the Disclosure Dissemination Agent using the means of



dissemination set forth in this Disclosure Agreement or including any other information in any Annual
Report, Annual Financial Statement, Voluntary Report or Notice Event notice, in addition to that required
by this Disclosure Agreement. If the Issuer chooses to include any information in any Annual Report,
Annual Financial Statement, Voluntary Report or Notice Event notice in addition to that which is
specifically required by this Disclosure Agreement, the Issuer shall have no obligation under this
Disclosure Agreement to update such information or include it in any future Annual Report, Annual
Financial Statement, Voluntary Report or Notice Event notice.

SECTION 8. Termination of Reporting Obligation. The obligations of the Issuer and the
Disclosure Dissemination Agent under this Disclosure Agreement shall terminate with respect to the
Bonds upon the legal defeasance, prior redemption or payment in full of all of the Bonds, when the Issuer
is no longer an obligated person with respect to the Bonds, or upon delivery by the Disclosure
Representative to the Disclosure Dissemination Agent of an opinion of nationally recognized bond
counsel to the effect that continuing disclosure is no longer required.

SECTION 9. Disclosure Dissemination Agent. The Issuer has appointed Digital Assurance
Certification, L.L.C. as exclusive Disclosure Dissemination Agent under this Disclosure Agreement. The
Issuer may, upon thirty days written notice to the Disclosure Dissemination Agent and the Trustee,
replace or appoint a successor Disclosure Dissemination Agent. Upon termination of DAC’s services as
Disclosure Dissemination Agent, whether by notice of the Issuer or DAC, the Issuer agrees to appoint a
successor Disclosure Dissemination Agent or, alternately, agrees to assume all responsibilities of
Disclosure Dissemination Agent under this Disclosure Agreement for the benefit of the Holders of the
Bonds. Notwithstanding any replacement or appointment of a successor, the Issuer shall remain liable
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 fo
the Issuer.

SECTION 10. Remedies in Event of Default. In the event of a failure of the Issuer or the
Disclosure Dissemination Agent to comply with any provision of this Disclosure Agreement, the Holders’
rights to enforce the provisions of this Agreement shall be limited solely to a right, by action in
mandamus or for specific performance, to compel performance of the parties' obligation under this
Disclosure Agreement. Any failure by a party to perform in accordance with this Disclosure Agreement
shall not constitute a default on the Bonds or under any other document relating to the Bonds, and ali
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 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 shall not incur any liability and shall be fully protected in acting in good faith upon the advice of such
legal counsel. The reasonable fees and expenses of such counsel shall be payable by the Issuer.

(c) All documents, reports, notices, statements, information and other materials provided to
the MSRB under this Agreement shall be provided in an electronic format and accompanied by
identifying information as prescribed by the MSRB.

SECTION 12. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Issuer and the Disclosure Dissemination Agent may amend this Disclosure Agreement
and any provision of this Disclosure Agreement may be waived, if such amendment or waiver is
supported by an opinion of counsel expert in federal securities laws acceptable to both the Issuer and the
Disclosure Dissemination Agent to the effect that such amendment or waiver does not materially impair
the interests of Holders of the Bonds and would not, in and of itself, cause the undertakings herein to
violate the Rule if such amendment or waiver had been effective on the date hereof but taking into
account any subsequent change in or official interpretation of the Rule; provided neither the Issuer or the
Disclosure Dissemination Agent shall be obligated to agree to any amendment modifying their respective
duties or obligations without their consent thereto.

Notwithstanding the preceding paragraph, the Disclosure Dissemination Agent shall have the
right to adopt amendments to this Disclosure Agreement necessary to comply with modifications to and
interpretations of the provisions of the Rule as announced by the Securities and Exchange Commission
from time to time by giving not less than 20 days written notice of the intent to do so together with a copy
of the proposed amendment to the Issuer. No such amendment shall become effective if the Issuer shall,
within 10 days following the giving of such notice, send a notice to the Disclosure Dissemination Agent
in writing that it objects to such amendment.

SECTION 13, Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the
Issuer, the Trustee of the Bonds, the Disclosure Dissemination Agent, the underwriter, and the Holders
from time to time of the Bonds, and shall create no rights in any other person or entity.

SECTION 14. Governing Law, This Disclosure Agreement shall be governed by the laws of the
State of Florida (other than with respect to conflicts of laws), except that the capacity of the Issuer to enter
into this Disclosure Agreement and its enforceability against the Issuer shall be governed by and
construed in accordance with the laws of the State of South Carolina.

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,

[Signature page follows]



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:
Title:
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Name of Issuer
Obligated Person(s)
Name of Bond Issue:

Date of Issuance:
Date of Official Statement

CUSIP Numbers:

EXHIBIT A
NAME AND CUSIP NUMBERS OF BONDS

Beaufort County, South Carolina
Beaufort County, South Carolina
General Obligation Refunding Bonds, Series 2010C, §

,2010
., 2010
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EXHIBIT B
NOTICE TO MSRB OF FAILURE TO FILE ANNUAL REPORT

Issuer: Beaufort County, South Carolina

Obligor: Beaufort County, South Carolina

Name of Bond Issue:  General Obligation Refunding Bonds, Series 2010C, $
Date of Issuance: _,2010

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 _, 2010, 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

C-10



EXHIBIT C
MATERIAL EVENT NOTICE COVER SHEET

This cover sheet and material event notice will be sent to the MSRB, pursuant to Securities and Exchange
Commission Rule 15¢2-12(b)(5)(i)(C) and (D).

Issuer’s and/or Other Obligated Person’s Name:

Issuer’s Six-Digit CUSIP Number:

or Nine-Digit CUSIP Number(s) of the bonds to which this material event notice relates:

Number of pages of attached material event notice:
Description of Material Event Notice (Check One):

__ Principal and interest payment delinquencies

___Non-Payment related defaults

____Unscheduled draws on debt service reserves reflecting financial difficulties
___Unscheduled draws on credit enhancements reflecting financial difficulties
___ Substitution of credit or liquidity providers, or their failure to perform

_ Adverse tax opinions or events affecting the tax-exempt status of the security
___Modifications to rights of securities holders

____Bond calls

_ 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)

PN LA L

Failure to provide annual financial information as required

I hereby represent that I am authorized by the issuer or its agent to distribute this information publicly:

Signature:

Name: Title:

Employer: Digital Assurance Certification, L.L.C.

Address:

City, State, Zip Code:

Voice Telephone Number:







OFFICIAL NOTICE OF SALE

$7,745,000*
BEAUFORT COUNTY, SOUTH CAROLINA
GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C

Bid Date: November 4, 2010, 11:00 a.m.

Time and Place of Sale: NOTICE IS HEREBY GIVEN that sealed bids, facsimile bids and
electronic bids will be received on behalf of Beaufort County, South Carolina (the “County”) at the
offices of the County Administrator, 100 Ribaut Road, Room 156, Beaufort, South Carolina, until
11:00 a.m., South Carolina time, on Thursday, November 4, 2010, at which time said proposals will be
publicly opened for the purchase of $7,745,000* General Obligation Refunding Bonds, Series 2010C, of
the County (the “Bonds”™).

Sealed Bids: Each hand delivered proposal shall be enclosed in a sealed envelope marked
“Proposal for $7,745,000 General Obligation Refunding Bonds, Series 2010C, Beaufort County, South
Carolina” and should be directed to the Chief Financial Officer at the address in the first paragraph
hereof.

Facsimile Bids: The County will accept the facsimile transmission of a manually signed Official
Bid Form at the risk of the Bidder. The County shall not be responsible for the confidentiality of bids
submitted by facsimile transmission. Any delay in receipt of a facsimile bid, and any incompleteness or
illegible portions of such bid are the responsibility of the bidder. Bids by facsimile should be transmitted
to the attention of David Starkey, Chief Financial Officer, facsimile number (843) 255-9422.

Electronic Bids: 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, 2" Floor, New York, New York 10018, Customer Support, telephone (212)
849-5021.

PROPOSALS MAY BE DELIVERED BY HAND, BY MAIL, BY FACSIMILE
TRANSMISSION OR BY ELECTRONIC BID, BUT NO PROPOSAL SHALL BE CONSIDERED
WHICH IS NOT ACTUALLY RECEIVED BY THE COUNTY AT THE PLACE, DATE AND
TIME APPOINTED, AND THE COUNTY SHALL NOT BE RESPONSIBLE FOR ANY
FAILURE, MISDIRECTION, DELAY OR ERROR RESULTING FROM THE SELECTION BY
ANY BIDDER OF ANY PARTICULAR MEANS OF DELIVERY OF BIDS.

Book-Entry-Only Bonds: The Bonds will be issued in fully-registered form. One Bond
representing each maturity will be issued to and registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC”), as registered owner of the Bonds and each
such Bond will be immobilized in the custody of DTC. DTC will act as securities depository for the
Bonds. Individual purchases will be made in book-entry-only form, in the principal amount of $5,000 or
any integral multiple thereof not exceeding the principal amount of Bonds maturing each year.
Purchasers will not receive physical delivery of certificates representing their interest in the Bonds
purchased. The winning bidder, as a condition to delivery of the Bonds, will be required to deposit the
Bond certificates representing each maturity with DTC.

*Preliminary; subject to change.



Interest on the Bonds will be payable semiannually on February 1 and August 1 of each year,
until the Bonds mature, commencing February 1, 2011. The Bonds will be dated their date of delivery,
and will mature serially in successive annual installments on February 1 in each of the years and in the
principal amounts as shown below:

Principal
Year Amount*
2014 $ 720,000
2015 740,000
2016 775,000
2017 810,000
2018 850,000
2019 890,000
2020 935,000
2021 985,000
2022 1,040,000

*Preliminary, subject to adjustment.

Adjustment of Maturity Schedule. The schedule of maturities set forth above (the “Maturity
Schedule”) represents an estimate of the principal amounts and maturities of the bonds which will be
sold. If, after final computation of the bids, the County determines that the maturities of the Bonds
should be adjusted in order to maintain structured debt service on all of its outstanding bonds, the County
reserves the right either to increase or decrease the principal amount of any maturity of the Bonds and to
decrease or increase the par amount of the Bonds (all calculations to be rounded to the near $5,000),
provided that any such decrease or increase in par amount shall not exceed 10% of the par amount. If
increased, the par amount of the Bonds shall not exceed the total amount of Bonds authorized to be
issued.

In the event of any such adjustment of the Maturity Schedule for the Bonds as described herein,
no rebidding or recalculation of the bids submitted will be required or permitted. Nevertheless, the
award of the Bonds will be made to the bidder whose proposal produces the lowest true interest cost
solely on the basis of the Bonds offered, without taking into account any adjustment in the amount of the
Bonds pursuant to this paragraph.

Redemption Provisions: The Bonds will not be subject to redemption prior to their stated
maturities,

Registrar/Paying Agent: Within twenty-four (24) hours after receipt of bids, the County
Administrator or his designee will designate the registrar and paying agent (the “Registrar/Paying
Agent”) for the Bonds. The Registrar/Paying Agent shall be a bank, trust company, depository or transfer
agent located either within or without the State of South Carolina.

Bid Requirements: Bidders shall specify the rate or rates of interest per annum which the Bonds
are to bear, to be expressed in multiples of 1/20 or 1/8 of 1% and the interest rate specified for any
maturity shall not be lower than the interest rate specified for any previous maturity. Bidders are not
limited as to the number of rates of interest named, but the rate of interest on each separate maturity must
be the same single rate for all Bonds of that maturity from their date to such maturity date. A bid for less
than all the Bonds or a bid at a price less than par will not be considered. In addition to the bid price, the
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successful bidder must pay accrued interest from the date of the Bonds to the date of full payment of the
purchase price,

Award of Bid. The Bonds will be awarded to the bidder or bidders offering to purchase the
Bonds at the lowest true interest cost (TIC) to the County. The TIC will be the nominal interest rate
which, when compounded semiannually and used to discount all debt service payments on the Bonds
(computed at the interest rates specified in the bid and on the basis of a 360-day year of twelve 30-day
months) to the dated date of the Bonds, results in an amount equal to the price bid for the Bonds. In the
case of a tie bid, the winning bid will be awarded by lot. The County reserves the right to reject any and
all bids or to waive irregularities in any bid. Bids will be accepted or rejected no later than 3:00 p.m.,
South Carolina time, on the date of the sale.

Good Faith Deposit: By 12:00 p.m., Eastern Standard Time, on November 5, 2010, 2% of the
par amount of the Bonds ($154,900) shall be wired to the County as a good faith deposit in the manner
specified by the County on the date of sale. The deposit of the successful bidder will be held pending the
delivery of the Bonds and applied to the purchase price of the Bonds or retained as liquidated damages
should the bidder fail to comply with the terms of the bid. Interest will not be paid on any good faith
deposit.

Official Statement: Upon the award of the Bonds, the County will prepare an official statement
(the “Official Statement”) in substantially the same form as the preliminary official statement subject to
minor additions, deletions and revisions as required to complete the Official Statement. Within seven (7)
business days after the award of the Bonds, the County will deliver the Official Statement to the
successful bidder in sufficient quantity to comply with Rule G-32 of the Municipal Securities
Rulemaking Board. The successful bidder agrees to supply to the County all necessary pricing
information and any Underwriter identification necessary to complete the Official Statement within 24
hours after the award of the Bonds.

Security: The Bonds will constitute binding general obligations of the County and the full faith,
credit and taxing power of the County are irrevocably pledged for the payment of the Bonds. There shall
be levied and collected annually in the same manner as other county taxes are levied and collected, a tax,
without limit, on all taxable property in the County sufficient to pay the principal and interest on the
Bonds as they respectively mature and to create such sinking fund as may be necessary therefor.

Continuing Disclosure: In order to assist the bidders in complying with S.E.C. Rule
15¢2-12(b)(5), the County will undertake, pursuant to an ordinance and a Disclosure Dissemination
Agent Agreement, to provide certain annual financial information and notices of the occurrence of
certain events, if material. A description of this undertaking is set forth in the Preliminary Official
Statement and will also be set forth in the final Official Statement.

Legal Opinion: The County shall furnish upon delivery of the Bonds the final approving opinion
of McNair Law Firm, P.A., Columbia, South Carolina, which opinion shall accompany each Bond,
together with the usual closing documents, including a certificate that no litigation is pending affecting
the Bonds.

Certificate as to Issue Price: The successful bidder must provide a certificate to the County by
the date of delivery of the Bonds, stating the initial reoffering price of the Bonds to the public (excluding
bond houses and brokers) and the price at which a substantial amount of the Bonds were sold to the
public, in form satisfactory to Bond Counsel. A sample copy of such a certificate may be obtained from
Bond Counsel.
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Financial Advisor. Ross, Sinclaire & Associates, LL.C has acted as Financial Advisor to the
County in connection with the issuance of the Bonds. In this capacity, Ross, Sinclaire & Associates,
LLC provided technical assistance in the preparation of the offering documents and assisted the County
in preparing for this financing.

Ross, Sinclaire & Associates, LLC may, through the competitive bidding process, acquire as
principal, or as a participate in a syndicate of underwriters, all or a part of the Bonds including those
upon which Ross, Sinclaire & Associates, LL.C 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 County to Ross, Sinclaire & Associates, LLC’s participation in 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 competitive bidding process.

Delivery: The Bonds will be delivered on or about November 18, 2010, through DTC in New
York, New York, at the expense of the County. The balance of the purchase price then due (including
the amount of accrued interest) must be paid in federal funds or other immediately available funds.

Additional Information: The Preliminary Official Statement of the County with respect to the
Bonds is available via the internet at http://www.rsamuni.com and will be furnished to any person
interested in bidding for the Bonds upon request to McNair Law Firm, P. A., Post Office Box 11390,
Columbia, South Carolina 29211, attention: Francenia B. Heizer, Esquire, telephone (803) 799-9800, e-
mail: fheizer@mcnair.net. The Preliminary Official Statement shall be reviewed by bidders prior to
submitting a bid. Bidders may not rely on this Notice of Sale as to the complete information concerning
the Bonds. Persons seeking information should communicate with the County’s Bond Counsel, Francenia
B. Heizer, Esquire, McNair Law Firm, P.A., Post Office Box 11390, Columbia, South Carolina, 29211,
telephone (803) 799-9800, e-mail: fheizer@mcnair.net or with the County’s Financial Advisor, Brian G.
Nurick, Ross, Sinclaire & Associates, LLC, 1219 Assembly Street, Columbia, South Carolina 29201,
telephone (800) 255-0795, e-mail: bnurick(@rsamuni.com.

BEAUFORT COUNTY, SOUTH CAROLINA
s/Chair, County Council
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PROPOSAL FOR PURCHASE OF BONDS
November 4, 2010

$7,745,000* Beaufort County, South Carolina
General Obligation Refunding Bonds, Series 2010C

County Council
Beaufort County, South Carolina Bids transmitted by fax: (843) 255-9422

For your legally-issued, properly-executed $7,745,000* General Obligation Refunding Bonds, Series 2010C, of Beaufort
County, South Carolina (the “Bonds”) as more fully described in your official Notice of Sale, which is hereby incorporated herein and
made a part of this proposal, we offer to purchase all but not less than all of the Bonds at the interest rates per annum set forth in this
Proposal for Purchase of the Bonds and accrued interest from the date of the Bonds to the date of delivery, plus a cash premium of

$

The Bonds will bear interest at the following rates:

(February 1) Principal Interest Principal Interest
Year Amount* Rate Year Amount* Rate
2014 $720,000 2019 $ 890,000
2015 740,000 2020 935,000
2016 775,000 2021 985,000
2017 810,000 2022 1,040,000
2018 850,000

*Preliminary, subject to adjustment as described in the Official Notice of Sale.

The undersigned hereby acknowledges receipt of and the opportunity to examine the Preliminary Official Statement
accompanying the Notice of Sale.

The following is for information only and is Respectfully submitted,
not to be considered a part of this proposal:

Total amount of interest
from date of Bonds to final maturity $

True Interest Cost %
By:

Phone Number:

(Required)

ACCEPTANCE CLAUSE

The foregoing proposal accepted this 4th day of November, 2010.

Chief Financial Officer
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REPORT OF CHIEF FINANCIAL OFFICER
AS DESIGNEE TO THE COUNTY ADMINISTRATOR
BEAUFORT COUNTY, SOUTH CAROLINA

TO:  BEAUFORT COUNTY COUNCIL

On November 4, 2010, in accordance with Ordinance No. 2010/14 enacted by the County
Council of Beaufort County, South Carolina (the “County™) on September 13, 2010,, [ received six (6) bids
for the purchase of the $8,125,000 General Obligation Refunding Bonds, Series 2010C (the “Bonds™) of the
County as follows:

Name of Bidder True Interest Cost
Hutchinson, Shockey, Erley & Co. 2.313197% with a premium of $540,658.80
J. P. Morgan Securities, Inc. 2.372330% with a bid premium of $1,239,387.50

Wells Fargo Bank, National Association ~ 2.378497% with a bid premium of $659,842.15

Robert W, Baird & Co., Inc. 2.427264% with a bid premium of $311,813.50
Southwest Securities, Inc. 2.479886% with a bid premium of $616,835.30
Citigroup Global Markets, Inc. 2.656792% with a bid premium of $69,620.85

After canvassing each of the bids, it was determined that the bid submitted by Hutchinson,
Shockey, Erley & Co. was most advantageous to the County and should be accepted. Accordingly, on
behalf of the County, I accepted the bid of Hutchinson, Shockey, Erley & Co. for the purchase of the Bonds
and named Wells Fargo Bank, N.A., as Registrar/Paying Agent for the Bonds.

espectfu )’f"é-ub-:ﬁ'ttgd;

]
[

Chief Financial Officer, Béaufort County, South Carolina

November 18, 2010
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STATE OF SOUTH CAROLINA )
) NOTICE TO LEVY AND COLLECT
COUNTY OF BEAUFORT )

TO: Sharon Burris, Auditor, Beaufort County, South Carolina

Joy Logan, Treasurer, Beaufort County, South Carolina

YOU ARE HEREBY NOTIFIED THAT BEAUFORT COUNTY, SOUTH CAROLINA
(the “County”), will, pursuant to and in accordance with the American Recovery and Reinvestment Act of
2009 and the Constitution and laws of the State of South Carolina, including Article X, Section 14 of the
Constitution of the State of South Carolina, 1895, as amended; Title 4, Chapter 15, Code of Laws of South
Carolina 1976, as amended; Title 11, Chapters 15, 21 and 27, Code of Laws of South Carolina 1976, as
amended; and Ordinance No. 2010/14 duly enacted by the County Council of the County on September 13,
2010 (the “Ordinance™), deliver general obligation bonds in fully-registered form in the aggregate principal
amount of Eight Million One Hundred Twenty-five Thousand Dollars ($8,125,000) dated November 18,
2010, designated “$8,125,000 General Obligation Refunding Bonds, Series 2010C, of Beaufort County,
South Carolina” (the “Bonds™), in denominations of $5,000 or any integral multiple thereof not exceeding
the principal amount of Bonds maturing each year, bearing interest from their date semiannually on
February 1 and August 1 of each year, commencing February 1, 2011, at the rates per annum set forth
below, and maturing serially in successive annual installments on February 1 in each of the years and in the
principal amounts as follows:

Principal Interest

February 1 Amount Rate

2014 $ 805,000 2.00%
2015 825,000 2.00
2016 840,000 2.00
2017 860,000 3.00
2018 895,000 3.00
2019 925,000 3.00
2020 950,000 4.00
2021 990,000 4,00
2022 1,035,000 4.00

The Bonds are payable, both principal and interest, at the principal office of Wells Fargo
Bank, N.A., in Atlanta, Georgia.

AND YOU ARE FURTHER NOTIFIED to levy and collect annually upon all taxable
property of the County an ad valorem tax, without limitation as to rate or amount, sufficient to pay the
principal and interest of the Bonds as they respectively mature and for the creation of such sinking fund as
may be necessary to provide for the prompt payment thereof. The taxes when so levied and collected will
be held by the Treasurer of Beaufort County separate and distinct from all other funds and used solely for
the purposes for which the same are levied and collected.
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In witness whereof, we have hereunto set our respective hands and the official seal of the

County, this 18th day of November, 2010. : _

Chairman, County Council of Beaufort County,
South Carolina

| (SEAL)

ATTEST:

N Poos,

Clerk to County Council of
Beaufort County, South Carolina
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STATE OF SOUTH CAROLINA )

COUNTY OF BEAUFORT

We, the undersigned, Auditor and Treasurer of Beaufort County, South Carolina, respectively,
hereby acknowledge service of the foregoing Notice, this 18th day of November, 2010, and will so place the
same in our respective offices so that our successors in office may have due notice hereof.

Auditor, Beaufort County, South Carolina

ey A

Treasurer, ufdxt Coumy, outh Carolina
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STATE OF SOUTH CAROILINA
OFFICE OF THE STATE TREASURER
FILING FOR DEBT ISSUE BY POLITICAL SUBDIVISION

k. Name of Issuer: Beaufort County, South Carolina
2. Issuer Calegory:
X (a) County

(b) Municipality

(¢) School District

(d) Special Purpose District
(e) Other

3. Date and Title of Issue:
November 18, 2010, General Obligation Refunding Bonds, Series 2010C, Beaufort County,

South Carolina

4. Type Obligation:
X (a) General Obligation Bond
e (B) General Obligation BAN, TAN

(¢) Revenue Bond

(d) Other

(Specify - i.c.: capital lease, note, mortgage, loan, etc.)
5. Purpose of Issuance
(a) Watcr Utility
(b) Electric Uttity
(c) Gas Utility

(d) Industrial Revenue

(e) Single Famity Morlgage Revenue
(f) Sewer System

(2) Parks/Recreation

(h) Streets/Bridges

(1) Drainage/Ftood Control

(j) Government Facilities
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X (k) Other — Specify Refunding existing debt

6. Original Principal to be Borrowed: $8.125,000
T Interest Rate:
If more than one rate, give average effective rate 2.2926726% (TIC)
8. Schedule of Principal Amounts Due and Rates for the above indebtedness (Use Schedule of

Principal): See attached schedule

e

9. Schedule of Principal and Interest Due for the above indebtedness (Use Schedule of Principal and
Interest): N/A W

Dated: November_]l, 2010 //< //,7% ) / Q . f; 4/

Chl Fg&y(:lal Officer, Beaufort County, South Carolina

¥ L Lo

for Stalte_Ireasumr of the State of South Carolina

RECEIVED this \‘2 ~ day of November, 2010
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Beaufort County

General Obligation Refunding Bonds, Series 2010C
FINAL: Sold to Hutchinson Shockey on 11.04.10 - Delivery on 11.18.10

(Eight Percent Debt)
Debt Service Schedule Part 1 of 2
Date Principal Coupaon Interest Total P+l
02/01/2011 - - 50,451.11 045111
08/01/2011 - - 124,400.00 124,400.00
0240172012 - - 124 400.00 124,400.00
0812012 - - 124.,400.00 124, 400.00
02/01/2013 - - 124.400.00 124 400.00
08/01/2013 - - 124,400.00 124,400.00
02/01/2014 R05,000.00 2.000% 124.400.00 920 400,00
D&/01/2014 - - 116,350.00 116,350.00
02012015 825,000.00 2.000% 116,350.00 941,350.00
08/01/2013 - - 108, 100.00 108, 100.00
02/42016 540,000.00 2.000% 108,100.00 948, 100.00
0841206 - - 29, 700.00 90,700.00
02/01/2017 860,000,00 3.000% 99,700.00 959,700.00
08/01/2017 - - 86,500.00 86,800.00
02/01/2018 895,000.00 3.000% $6 800.00 981.800.00
DR/01/2018 - - 73,375.00 73,375.00
02/01/2019 §25,000.00 3.000% 73,375.00 098.375.00
08/012019 - - 39,500.00 59,500.00
02/01/2020 950,000.00 4.000% 59.500.00 1,009,500.00
08012020 - - 40.500.00 40 30000
020172021 990,000.00 4.000% 40,500.00 1,030,500.00
08/01/2021 - - 20,700.00 20,700.00
02/01/2022 1,035,000.00 4.000% 20,700.00 1,055,700.00
Total $8,125,000,00 - $2,006,901.11 $10,131,901.11

2010C (E) REF FINAL | SINGLE PURPOSE | 11/4/2010 | 11:09 AM

Ross, Sinclaire & Associates, LLL.C
Public Finance - BNurick




DAC Bond’
- DAT Bonc
RATINGS:
Moody’s Investors Service: Aal
Standard & Poor’s: AA+
(See “RATINGS” herein)
NEW ISSUE - BOOK-ENTRY-ONLY

In the opinion of Bond Counsel, subject to the conditions and limitations stated therein, interest on the Bonds (i) will be excludable from
gross income for federal income tax purposes, (ii) will not be an item of tax preference for purposes of calculating the federal
alternative minimum tax imposed on individuals and corporation; however, such interest is taken into account in determining adjusted
current earnings for the purpose of computing the alternative minimum tax imposed on certain corporation; and (iii) will be exempt
from all State of South Carolina, county, municipal, and all other taxes and assessments, direct or indirect, general or special, whether
imposed for the purpose of general revenue or otherwise, except estate or other transfer taxes, provided that the interest thereon may be
includable for certain franchise fees or taxes. For a more complete discussion of federal tax consequences to recipients of interest on
the Bonds, see “TAX EXEMPTION AND OTHER TAX MATTERS” herein.

$8,125,000 GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C
BEAUFORT COUNTY, SOUTH CAROLINA

The $8,125,000 General Obligation Refunding Bonds (the “Bonds™) 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 BONDS - Security” herein.

The Bonds are issuable in fully registered form and when issued will be registered to Cede & Co., as
nominee of The Depository Trust Company, New York, New York (“DTC”), to which principal and interest
payments on the Bonds will be made. Purchases of beneficial interests in the Bonds will be made in book-entry
form only, in the principal amounts of $5,000 or any whole multiple thereof. So long as Cede & Co. as nominee of
DTC is the registered owner of the Bonds, references herein to the holders of the Bonds or registered owners of the
Bonds shall mean Cede & Co. and shall not mean the beneficial owners of the Bonds. So long as Cede & Co. is the
registered owner of the Bonds, the principal and interest on the Bonds are payable to Cede & Co. as nominee for
DTC, which will in turn remit such principal and interest to the Participants (as defined herein) for subsequent
disbursement to the beneficial owners of the Bonds. See “THE BONDS - Book-Entry-Only System.” Wells Fargo
Bank, N.A,, Atlanta, Georgia will serve as Registrar/Paying Agent for the Bonds.

The Bonds will be dated their date of delivery, and will mature serially on February 1 in each of the years
and in the principal amounts and bear interest at the rates shown on the inside front cover page. Interest on the
Bonds is first payable on February 1, 2011, and semiannually thereafter on each February 1 and August 1. The
Bonds will not be subject to redemption prior to their stated maturities.

The Bonds 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 Bonds in definitive form will be available for
delivery on or about November 18, 2010.

This cover page contains certain information for quick reference only. It is not a summary of the issue.

Investors should read the entire Official Statement to obtain information essential to the making of an informed
investment decision,

HUTCHINSON, SHOCKEY, ERLEY & CO.

Dated: November 4, 2010.



(February 1)

Year

2014
2015
2016
2017
2018
2019
2020
2021
2022

MATURITY SCHEDULE

Principal
Amount

$ 805,000
825,000
840,000
860,000
895,000
925,000
950,000
990,000

1,035,000

Interest
Rate

2.00%
2.00
2.00
3.00
3.00
3.00
4.00
4.00
4.00

Yield

0.94%
1.10
1.40
1.71
2.00
2.25
2.50
2.74
2.88

CUSIP
No.

074347VC6
074347VD4
074347VE2
074347VEF9
074347VG7
074347VHS
074347VJ1

074347VK8
074347VL6




COUNTY COUNCIL
OF BEAUFORT COUNTY, SOUTH CAROLINA

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

Gary Kubic
County Administrator

David Starkey
Chief Financial Officer

Bond Counsel

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

Financial Advisor

Ross, Sinclaire & Associates, LI.C
Columbia, South Carolina
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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 the $8,125,000 General Obligation
Refunding Bonds, Series 2010C (the “Bonds™) 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 Bonds, 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 BONDS
Description

The Bonds will be general obligation bonds of the County; will be issuable initially in fully
registered book-entry-only form in denominations of $5,000 each or any integral multiple thereof not
exceeding the principal amount of Bonds maturing each year, will be numbered from R-1 upward; and
when issued will be registered to Cede & Co., as nominee for DTC. The Bonds will be dated their date of
delivery (which is expected to be November 18, 2010); will bear interest from their date at the rates
shown on the inside front cover hereof payable initially on February 1, 2011, and semiannually thereafter
on February 1 and August 1 of each year until they mature; and will mature on February 1 in each of the
years and in the principal amount shown on the inside front cover hereof.

Redemption Provisions
The Bonds will not be subject to redemption prior to their stated maturities.
Book-Entry-Only System

Beneficial ownership interests in the Bonds will be available only in book-entry form. Beneficial
owners of the Bonds (“Beneficial Owners”) will not receive physical Bonds certificates representing their
interests in the Bonds purchased. So long as DTC or its nominee is the registered owner of the Bonds,
references in this Official Statement to the Holders of the Bonds 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
Bonds 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 BONDS, PAYMENT OF INTEREST AND
OTHER PAYMENTS ON THE BONDS TO DTC PARTICIPANTS (AS DEFINED HEREIN) OR TO
BENEFICIAL OWNERS, CONFIRMATION AND TRANSFER OF BENEFICIAL OWNERSHIP
INTERESTS IN THE BONDS AND OF OTHER TRANSACTIONS BY AND BETWEEN DTC, DTC
PARTICIPANTS AND BENEFICIALL OWNERS IS BASED ON INFORMATION FURNISHED BY
DTC.

Depository Trust Company. The Depository Trust Company, New York, New York (“DTC”), or
its successor, will act as securities depository for the Bonds. The Bonds will be issued initially as fully-
registered Bonds 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 Bond certificate will
be issued for each maturity of the Bonds and will be deposited with DTC.




DTC Participants and Indirect Participants. DTC, the world’s largest depository, is a limited-
purpose trust company organized under the New York Banking Law, a “banking organization” within the
meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing
corporation” within the meaning of the New York Uniform Commercial Code and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended.
DTC holds and provides asset servicing for over 2.2 million 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 securities certificates. 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 (“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 Bonds under the DTC system must be made by or through
Direct Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest
of each 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 beneficial ownership interests in the Bonds 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 Bonds, unless the use of the book-entry only system for the Bonds is discontinued.

Transfers and Exchanges. To facilitate subsequent transfers, all Bonds 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 Bonds 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 Bonds. DTC’s
records reflect only the identity of the Direct Participants to whose accounts such Bonds 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 Bonds may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the Bonds, such
as redemptions, tenders, defaults, and proposed amendments to the Ordinances. For example, Beneficial
Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit has agreed to
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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, if any, will be sent to DTC, If less than all of the
Bonds are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in the Bonds to be redeemed.

Consents and Voting. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent
or vote with respect to the Bonds 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 and voting rights to
those Direct Participants to whose accounts the Bonds are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

Principal and Interest Payments. Principal, redemption premiums, if any, and interest payments
on the Bonds 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 (nor its nominee), the Registrar or the County subject to
any statutory or regulatory requirements as may be in effect from time to time. Payment of principal,
redemption premium, if any, and interest to Cede & Co. (or such other nominee as may be requested by
an authorized representative of DTC) is the responsibility of the County or the Paying Agent, and
disbursement of such payments to the Beneficial Owners shall be the responsibility of 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 services as securities depository with respect to the
Bonds at any time by giving reasonable notice to the Issuer or the Trustee. Under such
circumstances, in the event that a successor securities depository is not obtained, Bond certificates
are required to be printed and delivered.

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.

SO LONG AS CEDE & CO., AS NOMINEE FOR DTC, IS THE SOLE HOLDER OF THE
BONDS, THE COUNTY SHALL TREAT CEDE & CO. AS THE ONLY HOLDER OF THE BONDS
FOR ALL PURPOSES, INCLUDING RECEIPT OF ALL PRINCIPAL. AND PREMIUM OF AND
INTEREST ON THE BONDS, RECEIPT OF NOTICES, VOTING AND REQUESTING OR
DIRECTING THE COUNTY. THE COUNTY, THE REGISTRAR AND THE PAYING AGENT
HAVE NO RESPONSIBILITY OR OBLIGATION TO THE PARTICIPANTS OR THE BENEFICIAL
OWNERS WITH RESPECT TO (1) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC
OR ANY PARTICIPANT, OR THE MAINTENANCE OF ANY RECORDS; (2) THE PAYMENT BY
DTC OR ANY PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN
RESPECT OF THE BONDS, OR THE SENDING OF ANY TRANSACTION STATEMENTS; (3) THE
DELIVERY OR TIMELINESS OF DELIVERY BY DTC OR ANY PARTICIPANT OF ANY NOTICE
TO ANY BENEFICIAL OWNER WHICH IS REQUIRED OR PERMITTED UNDER THE
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RESOLUTION TO BE GIVEN TO BENEFICIAL OWNERS; (4) THE SELECTION OF THE .
BENEFICIAL OWNERS TO RECEIVE PAYMENTS UPON ANY PARTIAL REDEMPTION OF THE
BONDS; OR (5) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC OR ITS NOMINEE
AS THE REGISTERED OWNER OF THE BONDS, INCLUDING ANY ACTION TAKEN
PURSUANT TO AN OMNIBUS PROXY.

Discontinuance of Book-Entry-Only System. In the event that the Bonds are no longer in book-
entry-only form, the certificates held by DTC or a successor securities depository will be cancelled and
the County will execute and deliver the Bonds in fully registered form to the Beneficial Owners of the
Bonds as shown on the records of the DTC Participants or the nominee of a successor securities
depository. If no other securities depository is named, interest on the Bonds shall be payable to the
Registered Owners on each interest payment date and principal of the Bonds at maturity upon
presentation and surrender thereof to the Paying Agent at its corporate trust office. The Bonds would be
transferable on the registration books of the County maintained by the Registrar by the registered owner
in person or by his duly authorized attorney upon surrender of the Bond to be transferred together with a
written instrument of transfer duly executed by the registered owner or his duly authorized attorney. The
Registrar will, upon receipt thereof, authenticate and deliver a new Bond or Bonds in like principal
amounts as the Bond so presented. The County and the Paying Agent will deem and treat the person in
whose name each Bond is registered as the absolute owner thereof for all purposes.

Purposes

The Bonds are being issued to provide funds (i) to refund certain maturities of the County’s
original principal amount $25,100,000 General Obligation Bonds, Series 2002, dated March 1, 2002 (the
“Bonds to be Refunded”); (ii) to pay costs and expenses of the issuance of the Bonds, and (iii) such other
lawful purposes as the County Council shall determine.

Security

For the payment of the principal and interest on the Bonds 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 Bonds 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 years for which
information is available and the County’s projection for 2010:

Fiscal Year Amount
Ended June 30 Received
2005 $5,546,441
2006 5,697,599
2007 6,267,441
2008 6,970,132
2009 6,647,008
2010%* 5,549,391
2011%* 5,800,000
*Unaudited
**Projected
Authorization

The Bonds will be issued pursuant to and in accordance with the Constitution of the State of
South Carolina, 1895, as amended (the “Constitution”), and the statutes of the State, including Title 11,
Chapters 15 and 21 of the Code of Laws of South Carolina, 1976, as amended; an ordinance enacted
September 13, 2010 (the “Ordinance”) authorizing the issuance and sale of general obligation refunding
bonds of the County to refund the Bonds to be Refunded (hereinafter defined).

Initiative and Referendum

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

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

The Ordinance authorizing the Bonds was enacted on September 13, 2010, and publication of its
enactment was published in The Island Packet and The Beaufort Gazette, newspapers of general
circulation in the County, on September 16, 2010. No notice of intention to seek a referendum within the
20-day period was filed.

Defeasance
If all the Bonds shall have been paid and discharged, then the obligations of the County under the

Ordinance and all other rights granted thereby, shall cease and determine. Bonds shall be deemed to have
been paid and discharged under any of the following circumstances:




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

(ii) If default in the payment of the principal of Bonds or the interest thereon shall have occurred,
and thereafter tender of payment shall have been made, and a bank or other financial institution shall
hold, in trust and irrevocably appropriated thereto, sufficient moneys for the payment thereof to the date
of the tender of payment; or

(iii) Payment of the principal of and interest on Bonds either (1) shall have been made or caused
to be made in accordance with the terms thereof; or (2) shall have been provided for by irrevocably
depositing with a bank or other financial institution in trust and irrevocably set aside exclusively for such
payment, (a) moneys sufficient to make such payment, or (b) Government Obligations (as defined below)
maturing as to principal and interest in such amounts and at such times as will ensure the availability of
sufficient moneys to make such payment and all necessary and proper fees, compensation and expenses of
such bank or other financial institution. At such time as such Bonds shall no longer be deemed to be
outstanding under the Ordinance, such Bonds shall cease to draw interest from the due date thereof and,
except for 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 its authorizing ordinance.

“Government Obligations” means any of the following:

() 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 Colleton
County. The County stretches nearly 30 miles along the Atlantic Ocean and includes 64 major islands
and hundreds of small islands.

Form of Government

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



The members of the County Council, their occupations, the districts they represent and the years
in which their present terms expire are as follows:

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

In addition to the County Council, the County has six other elected officials who are responsible
for the duties specified 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 Elliott Davis, 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, 2010, the County employed 1,193 full-time equivalent employees, consisting of:

Department Full Time
General Government 281
Public Safety 490
Public Works 130
Public Health 24
Public Welfare 121
Culture and Recreation 93
Enterprise Funds _ 54
Total 1,193

Services Provided

The County provides various local services which are funded primarily from the County’s ad
valorem tax levy. These services include: administrative services; judicial services; law enforcement;
public works, community and human services; and other miscellaneous services. The County also
collects fees and user charges to offset the cost of providing certain of these services.

Services Provided by other Governmental Entities

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

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

Fringe Benefits and Retirement

Substantially all full-time, permanent employees of the County participate in statewide, cost
sharing multiple-employer defined benefit pension plans administered by the State Retirement System.
Generally all employees, with the exception of law enforcement personnel and certain others, participate
in the South Carolina Retirement System (SCRS). Law enforcement personnel and certain other
employees participate in the South Carolina Police Officers Retirement System (PORS). Contribution
rates are actuarially established. Employees covered by SCRS or PORS contribute 6.5% of their gross
salary. The County contributes 9.39% of the total gross salaries of employees covered by SCRS and
11.05% of the total gross salaries of employees covered by PORS. The County’s contributions to SCRS
for the years ended June 30, 2009, 2008, and 2007 were $3,230,276, $2,966,289, and $2,309,121,
respectively, which are equal to the required contributions. The County’s contributions to PORS for the
years ended June 30, 2009, 2008, and 2007 were $1,825,061, $1,609,117, and $1,458,815, respectively,
which are equal to the required contributions.



Liability Insurance

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

School District

The School District of Beaufort County (the “School District”) is coextensive with the County.
The School District, which was established by State legislation, provides certain services with funds from
taxes levied and collected for it by the County. The School District currently operates 16 elementary
schools, six middle schools, four high schools, four special schools, 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 2009) $1,954,918,784

X 8%
Constitutional Debt Limit $ 156,393,503
Outstanding Debt Subject to Limit $ 83,480,000
Legal Debt Limit Without a Referendum $ 72,913,503



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
2006
2007
2008
2009
2010

General Obligation

Indebtedness
$100,645,000
141,670,000
177,515,000
159,305,000
201,355,000

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*
03/10/2009
03/10/2010°
03/10/2010°
Total

Interest
Rates

4,500%

4.000%-4.875%
2.875%-5.000%
3.000%-5.000%
3.625%-8.000%
4.000%-5.000%
4.000%-5.000%
4.000%-5.000%
2.500%-3.000%
2.000%-5.000%
4.700%-5.625%

1'$4,900,000 is included in 8% debt limit
2 $9,150,000 is included in 8% debt limit

* Debt approved by referendum

4$7,215,000 is included in 8% debt limit
5$11,155,000 is included in 8% debt limit
417,600,000 is included in 8% debt limit

Other Financial Obligations

Maturity

Dates
02/01/2011
02/01/2011-22
02/01/2011-23
02/01/2011-25
03/01/2011-26
03/01/2011-26
03/01/2011-27
02/01/2011-20
03/01/2011-12
03/01/2011-20
03/01/2021-29

Amount
Outstanding
$ 1,530,000
11,505,000
19,900,000
29,150,000
15,600,000
28,200,000
24,675,000
17,215,000
4,825,000
24,205,000
24,550,000
$201,355,000

The County leases certain office space and machinery and equipment under cancellable operating
leases. Under the terms of the lease agreements, the County’s obligation to continue rental obligations is

contingent upon the continued appropriation of funds by the County for that purpose.

expenses for the year ended June 30, 2010, were approximately $751,000.
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Composite Debt Service

The following table sets forth the debt service requirements for the County’s outstanding bonds
and the Bonds..

Fiscal Year Principal and Interest ~ Principal and Interest Total Debt
Ending June 30 on Outstanding Bonds on Bonds Service
2011 17,313,759 $ 50,451 $ 17,553,570
2012 17,679,910 248,800 17,928,710
2013 16,058,679 248,800 17,042,479
2014 16,557,586 1,053,800 17,614,229
2015 17,070,991 1,057,700 18,130,004
2016 17,576,154 1,056,200 18,636,129
2017 17,863,760 1,059,400 18,929,079
2018 17,860,954 1,068,600 18,932,279
2019 17,860,992 1,071,750 18,933,329
2020 17,856,754 1,069,000 18,927,979
2021 17,554,191 1,071,000 18,629,979
2022 18,496,378 1,076,400 18,434,884
2023 18,096,050 - 18,096,050
2024 17,521,375 --- 17,521,375
2025 15,352,063 e 15,352,063
2026 7,441,193 7,441,193
2027 3,261,536 -- 3,261,536
2028 2,487,921 2,487,921
2029 2,519,156 - 2,519,156
Total: $276,240,040 $10,131,901 $286,371,941

General Obligation Debt on a Per-Capita Basis

The following table sets forth the amount of general obligation indebtedness of the County for
each of the past five fiscal years expressed per capita and as a percent of assessed property value:

County Debt as
Year Ended  General Obligation County Debt % of Assessed
June 30 Indebtedness Per Capital Value
2006 $100,645,000 $ 713 6.60%
2007 141,670,000 979 8.88
2008 177,515,000 1,057 9.38
2009 159,305,000 1,030 8.63

2010 201,355,000 1,238 9.83

! Based on U.S. Census Bureau estimates of population.
Source: Beaufort County Comprehensive Annual Financial Report for Fiscal Year Ended June 30, 2009
for years 2006-2009; county officials for 2010.
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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.

Legal Debt Limit of Counties, 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 Hmitation 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.

[Remainder of page intentionally left blank]
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Overlapping Debt

The following table sets forth the total amount of general obligation indebtedness in each political
subdivision and special purpose district which overlaps the County, either in whole or in part which was
outstanding as of August 2, 2010.

Assessed Percentage
Value Outstanding Applicable
Debt to County
Political Subdivision
Beaufort County School District $1,954,918,784 $339,200,000 100%
Municipalities
City of Beaufort 79,796,016 14,450,000 100
Town of Bluffton 135,147,878 6,520,000 100
Town of Hilton Head 993,359,523 67,120,000 100
Town of Port Royal 27,549,206 636,972 100
Special Purpose Districts
Broad Creek PSD 162,121,043 6,370,000 100
Fripp Island PSD 54,360,960 none 100
Hilton Head #1 PSD 255,120,910 8,476,338 100
Fire Districts
Bluffton Fire District 472,487,344 280,000" 100
Burton Fire District 73,919,524 none 100
Lady’s Island/St. Helena Island Fire District 143,234,464 12,243 100
Sheldon Fire District 32,280,433 none 100

M Issued by Beaufort County for Bluffton Fire District, but not includable against 8% limit.

Source: County officials; South Carolina Municipal Council.
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 notes) for current operating expenses at any time within the
last 25 years.
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CERTAIN FISCAL MATTERS
Property Assessment Rates
Article X of the South Carolina Constitution mandates that the assessment of all property, both
real and personal, shall be equal and uniform and that the following ratios shall apply in the appropriate

classifications of property:

(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;(1)

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

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

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

€)) All other real property -- 6% of fair market value; and
®) Motor Vehicles -- 6.75%, decreasing to 6.0% in 2007; and
9 All other personal property -- 10.5% of fair market value.

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

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

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

The South Carolina Department of Revenue (“DOR”) has been charged with the responsibility of
taking steps 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
completed a reassessment in Fiscal Year 2008 which was implemented in Fiscal Year 2009. The next
reassessment is scheduled for Fiscal Year 2013 to be implemented in Fiscal Year 2014. Regulations
adopted by the DOR prior to the 1995 law and which are still in place also require that a reappraisal
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program must be instituted by a county if the median appraisal for all property in such county (as a whole
or for any class of property) is higher than 105% or lower than 80% of fair market value.

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

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

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

State Tax Reform

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

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

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

Effective beginning with tax year 2007, all owner-occupied real property in the State will be
exempted from ad valorem real property taxes levied for school district operations (the “New Homestead
Exemption”). Proceeds of the sales tax deposited in the Homestead Exemption Fund will be distributed
to all schoot 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 “—lLocal Option Sales Tax for
Additional Tax Relief.”

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

Limitation on Millage Increases

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

(H 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;

G 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 preceding year; or

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

Local Option Sales Tax for Additional Tax Relief

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

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

Reassessment Valuations Limited

Act 388 also provides that the growth in valuation of real property 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 $1,121,351 in the 2009-10 Fiscal Year and projects that it will
receive $1,100,000 in the 2010-11 Fiscal Year. The second exemption (the “Property Tax Relief
Exemption”), which was replaced as of July 1, 2007 with a more extensive exemption pursuant to Act
388, applies only to ad valorem taxes levied for school operating budgets (exclusive of amounts in those
budgets for the payment of lease-purchase agreements for capital construction) (the “School Taxes”) and
has no effect on county and municipal taxes.

Payments in Lieu of Taxes

An industrial project which involves an initial investment of at least $50,000,000, 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:

€)) 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 Education Financing Act. From
the date of execution of the agreement the lessee of the project has not more than five years in which to
meet the required minimum investment level required. If this requirement is not timely met, all property
financed under the lease agreement reverts retroactively to the tax treatment otherwise applicable to such

property.
Assessed Value of Taxable Property in the County

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

Tax Real Personal Total

Year Assessed Market Assessed Market Assessed Market
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
2008 1,552,685,296 31,843,075,060 237,470,686 2,708,277,500 1,790,155,982 34,551,352,560
2009 1,720,365,297 45,978,771,345 234,553,487 2,691,291,572 1,954,918,784 48,670,062,917

' Implementation of reassessment. The adjustments resulting from appeals of the 2004 reassessed values

are reflected in the 2005 and 2006 values.

Source: Beaufort County Comprehensive Annual Financial Report for Fiscal Year Ended June 30, 2009
except for tax years 2008 and 2009, Beaufort County Auditor
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Estimated True Value of All Taxable Property in the County

The estimated true value of all taxable property in the County for Tax Year 2009 is $48,670,062,917.

Classification of Property

Tax Year 2009
Assessed Value

Tax Year 2009

Estimated True Value

1. Real Property (non-manufacturing) and Mobile Homes $1,720,365,297 $45,978,771,345
2. Motor Vehicles 86,712,837 1,247,277,812
3. Public Utilities 43,629,790 422,723,324
4. Manufacturing Property (Real and Personal) 6,978,330 70,061,043
5. Marine Equipment/Boats 8,710,210 90,155,895
6. Business Personal Property 49,424,640 477,912,371
7. Aircraft 1,895,210 21,650,376
8. Other Personal Property 37,202,470 361,510,751

TOTAL $1,954,918,784 $48,670,062,917

Note: These figures do 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:

2006 2007 2008 2009 2010
Operations 33.7 36.7 38.9 45.5 40.21
Debt Service 5.4 5.4 5.8 4.0 4.57
Solid Waste/Recycling 4.5 nm -—- - -
Real Property Program 1.5 25 27 24 _2.76
Total 45,1 44.6 47.4 51.9 47.54

Source: Beaufort County Comprehensive Annual Financial Report for Fiscal Year Ended June 30, 2009
for 2006-2009; County officials for 2010,
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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 2, an additional
penalty of 7% is added,; if not paid on or before March 17, an additional penalty of 5% is added and taxes
go into execution. Unpaid taxes, both real and personal, constitute a first lien against the property. The
County Treasurer is empowered to seize and sell so much of the defaulting taxpayer’s estate -- real and
personal or both -- as may be sufficient to satisfy the taxes.

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

Tax Collections for Last Five Years

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

Current Delinquent Total
Fiscal Adjusted Current Taxes Percentage Taxes Percentage
Year Tax Levy Collected Collected Collected Collected
2005 $63,554,010 $60,416,187 95.1% $3,438,851 100.5%
2006 66,885,604 62,744,316 93.8 3,426,155 98.9
2007 70,512,827 63,986,885 90.7 3,594,507 95.8
2008 76,299,793 73,731,373 96.6 1,567,241 98.7
2009 91,507,440 82,472,648 90.1 - 90.1

Source: Beaufort County Comprehensive Annual Financial Report for Fiscal Year Ended June 30, 2009

20



Ten Largest Taxpayers
The ten largest taxpayers in the County, the assessed value of each, and the amount and the
percentage of 2009 tax year taxes paid by each to the County Treasurer for all County, municipal and

other taxes collected by the County Treasurer, are shown below.

Percentage of

Taxpayer Assessed Value Taxes Paid Total Taxes Levied
Marriott Ownership Resorts $20,437,160 $ 3,731,408.90 41%
South Carolina Electric & Gas 16,266,710 3,351,877.06 37
Palmetto Electric Cooperative 9,899,950 1,861,415.60 2.0
Columbia Properties Hilton Head 4,540,040 881,867.08 1.0
SCG Hilton Head Property 4,620,000 870,359.52 1.0 |
Bluffton Telephone Company 3,444,860 630,603.39 0.7 ‘
Sea Pines Resort LLC 3,765,920 588,568.59 0.6 ]
Greenwood Development Corp 2,957,720 576,957.66 0.6
Hargray Telephone Company 2,858,580 495,017.27 0.5
Hargray, Inc. 1,648,370 366.020.57 04
Total $70,439,310 $13,354,095.64 14.6%

Source: County officials.
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 are as follows:

Fiscal Year Collections
2006 $1,179,920
2007 1,213,910
2008 1,320,934
2009 1,224,452
2010 1,238,427
2011%* 1,100,000

*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:

(O 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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®)
(6)

market value not less than the amount of the certificates of deposit so secured, including
interest;

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

No load open-end or closed-end management type investment companies or investment
trusts registered under the Investment Company Act of 1940, as amended, where the
investment is made by a bank or trust company or savings and loan association or other
financial institution when acting as trustee or agent for a bond or other debt issue of that
local government unit, political subdivision, or county treasurer if the particular portfolio
of the investment company or investment trust in which the investment is made (i) is
limited to obligations described in items (1), (2), and (5) above, and (ii) has among its
objectives the attempt to maintain a constant net asset value of one dollar a share and to
that end, value its assets by the amortized cost method.

In addition to these investments, the State has established a South Carolina Pooled Investment

Fund into which any county treasurer may deposit public moneys in excess of current needs. The State
Treasurer may invest the moneys of the fund in the same types of investments provided for in Section
6-5-10 above (as well as those permitted in Sections 11-9-660 and 11-9-661) and then may sell to all
political subdivisions of the State participation units in the fund which shall be legal investments for the
subdivisions in addition to the investments and deposits authorized in the sections detailed herein.

[Remainder of page intentionally left blank.]
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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, 2005 through June 30, 2009.

2005 2006 2007 2008 2009

Revenues

Property Taxes $ 47419,184 $ 49,557,808 $ 55,872,654 $ 60,474,820 $ 74,049,850

Licenses and Permits 3,393,994 4,635,798 4,879,471 3,894,583 2,787,597

Intergovernmental 6,073,748 6,402,451 7,813,256 8,649,634 9,064,132

Charges for Services 12,179,930 13,256,653 11,643,392 10,568,767 10,181,054

Fines and Forfeitures 882,229 872,216 1,150,081 1,029,600 1,063,709

Interest 64,028 966,561 1,336,688 1,015,196 1,033,426

Miscellaneous 311,610 418,423 1,561,330 565,823 1,091,778

Total Revenues $ 70,324,723 $ 76,109910 $ 84,256,872 $ 86,198,423 $ 99,271,546

Expenditures

General Government $ 15,616,654 $ 17,145,467 $ 18,956,722 $ 20,963,806 $ 21,049,036

Public Safety 29,301,879 31,551,018 35,583,070 38,617,353 40,265,774

Public Works 7,897,503 8,159,421 15,434,287 15,946,656 15,392,335

Public Health 2,172,343 2,490,990 2,731,723 2,975,284 5,151,909

Public Welfare 717,165 729,436 867,699 931,321 932,425

Cultural and Recreation 6,702,500 7,302,362 7,938,119 8,658,731 13,354,314
Total Expenditures $ 62408044 $ 67378,694 $ 81,511,620 $ 88,093,151 $§ 96,145,793
Excess Revenues Over
(Under) Expenditures $ 7916679 $ 8,731,216 $ 2,745252 $ (1,894,728) $ 3,125,753
Other Financing Sources (Uses)

Transfers In $ 62,458 $ 1,219,512 $ 455547 $ 2,251,087 $ 869,682

Transfers Out! (1,334,387) (1,378,585) (1,848,341) (2,241,888) (2,812,282)
Total Other Financing

Sources (Uses) $ (1,271,929) $ (159,073) $ (1,392,794) $ 0,199 $ (1,942,600)

Net Change in Fund Balance 6,644,750 8,572,143 1,352,458 (1,885,529) 1,183,153
Prior Period Adjustment - - (77.431) - -
Fund Balance Beginning of Year$ 5,150,600 $ 11,795,350 § 20,367,493 § 21,642,520 $§ 19,756,991
Fund Balance End of Year $ 11,795350 $ 20,367,493 $ 21,642,520 $ 19,756,991 $ 20,940,144

Source: Audited financial statements provided by the County.
! General operating funds that are transferred to special funds thereby restricting their uses.

Financial Statements

The financial statements of the County for years ended June 30, 2005, 2006, 2007, 2008, and
2009 have been audited by Elliott Davis, LLC. A portion of the audited financial statements of the
County for the year ended June 30, 2009, is attached to this Preliminary Official Statement as Appendix
A. Copies of complete audited financial statements for the year ended June 30, 2009, and prior years are
available for inspection at the County offices.
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Budget Procedure

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

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

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

General Fund Budget for the 2010-2011 Fiscal Year

The following is a summary of the General Fund Budget of the County for the fiscal year ending
June 30, 2011.

FY 2011 Budget

Revenues
Property Taxes $ 79,985,015
Licenses and Permits 2,501,000
Intergovernmental 7,686826
Charges for Services 10,637,150
Fines and Forfeitures 1,035,650
Interest 190,000
Miscellaneous 2,156,395
Total Revenues 104,192,036
Expenditures
General Government 29,331,921
Public Safety 43,535,722
Public Works 16,106,893
Public Health 5,195,179
Public Welfare 938,259
Cultural and Recreation 9,084,062
Total Expenditures $ 104,192,036
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ECONOMIC AND DEMOGRAPHIC INFORMATION
Location and History

The County is located in the southern coastal area of South Carolina known as the “Lowcountry.”
The County is bordered on the east by the Atlantic Ocean, on the north by Colieton 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 has a land area of 587 square miles. The County is one of
the fastest growing in South Carolina. The County seat is the City of Beaufort. 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, recreation, retirement and associated services, and the
military. Beaufort County received more than $1.0 billion in domestic travel expenditures in 2008, the
latest year for which county-level figures are available from the South Carolina Department of Parks,
Recreation, and Tourism. In 2008, expenditures by tourists generated 12,800 jobs, $206.8 million in
payroll, and $34.1 million in local tax receipts within the County. Hilton Head Island, Fripp Island and
Hunting Island are all located in the County. Interstate Highway 1-95, a major north-south artery from
Maine to Florida, runs just a few miles from the County and has helped the tourist industry significantly.
A four-lane spur through the County connects I-95 with U.S. 278 to Hilton Head Island, also part of the
County.

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. 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. Additional developments in the
southern part of the County include Spring Island, Callawassie Island, Colleton River Plantation, Belfair
and Westbury Park. 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.

In January 2010, Plumm Design, a manufacturer specializing in customized metal designs such as
countertops, facades, range-hoods and hand-painted, decorative tin panels, announced that it will locate
its new operations in a 26,000-square-foot facility in Beaufort County’s Industrial District. The $3.2
million investment is expected to generate 50 new jobs over its first five years.

CareCore National, LLC constructed a new headquarters 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
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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. In 2009,
Beaufort City Council signed a resolution supporting the Department of Defense’s proposal to locate up
to 11 joint strike fighter jets at the Air Station beginning in 2013.

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,

Tourism

In 2008, tourists spent approximately $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 2008, tourism was responsible for $206.8 million in payroll, 12,800 jobs,
and $34.1 in local tax receipts in the County. The County ranked third in the State on these measures,
behind only Horry County (where Myrtle Beach is located) and Charleston County. More than 10% of the
total amount spent by tourists in all of South Carolina’s 46 counties was spent in Beaufort County.

Capital Investment

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

New New
Year Investment Employment
2006 $14,000,000 370
2007 - ---
2008 5,115,000 125
2009 5,969,000 50

Source: South Carolina Department of Commerce and the Lowcountry Economic Network
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The totals in the previous table include the following companies and projects in which the South Carolina

Department of Commerce played a major role.

Year Company Industry Project Type Investment
2006 CareCore National, LLC Service Expansion $6,500,000
2006 Grayco Manufacturing New 7,500,000
2008 CareCore National, LL.C Service Expansion 4,400,000
2009 confidential Distribution Expansion 2,769,000
2009  Plumm Design Manufacturing ~ New 3,200,000

Major Manufacturing Establishments

Jobs
300
70
125
0

50

The ten largest industrial entities located in the County, their products and their approximate

number of employees are listed below.

Number

of Employees

Name Product

Resort Services, Inc. Cleaning chemicals

Island Packet Daily newspaper publisher

NUFARM Specialty Products, Inc. Chemical intermediates, dyes, surfactants
Beaufort Gazette Newspapers: printing and publishing
Rea Construction Asphalt hot mix

Athena Corp. Polymer bathtubs, countertops, showers
Kigre, Inc. Solid state laser components, laser glass
Data Publishing Co., Inc. Yellow pages publishing

2 Stroke International Engines and parts

Caribbean Clear International, Ltd. Water purification systems for pools

Source: South Carolina Department of Commerce

Largest Nonindustrial Employers

265
100
92
77
65
54
45
34
30
30

The following table shows the ten largest non-industrial employers located within the County and

the type of business for each:

Name

Beaufort County School District

Beaufort Memorial Hospital

Beaufort County

Marine Corps Recruit Depot (civilians only)
Marine Corps Air Station (civilians only)
Hilton Head Medical Center

Wal-Mart Stores ,
Hilton Head Marriott Golf and Beach Resort
The Westin Resort

Crowne Plaza Resort

Type of Business  Employees

Percentage of Total

County Employment

Education
Healthcare
Government
Military
Military
Healthcare
Retail
Hotel/Tourism
Hotel/Tourism
Hotel/Tourism

3,400
1,750
1,164
882
700
600
520
520
450
430

20.3%

10.5
7.0
5.3
42
3.6
3.1
3.1
2.7
2.6

Source: Beaufort County Comprehensive Annual Financial Report for the year ended June 30, 2009.
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Construction Activity

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

Residential
Year Ended Number of Construction
December 31 Units Costs
2005 4,650 1,000,991,167
2006 3,448 890,986,323
2007 2,224 530,146,319
2008 1,326 185,428,771
2009 859 163,420,324

Source: County Building Inspector, Town of Port Royal, Town of Hilton Head Island and City of
Beaufort

Retail Sales

The following table shows the level of gross retail sales for businesses located in the County:

Fiscal Year Ended Total
June 30 Retail Sales
2005 $3,646,847,632
2006 3,908,542,814
2007 3,973,795,733
2008 3,713,434,874
2009 3,360,545,855

Source: South Carolina Department of Revenue
Unemployment

The average unemployment rates 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 u.s.
2005 4.9% 6.7% 5.1%
2006 4.7 6.4 4.6
2007 4.3 5.9 4.6
2008 5.3 6.9 58
2009 8.8 11.7 9.3

Source: U.S. Department of Labor, Bureau of Labor Statistics
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The average unemployment rate in the County for each of the last 12 months for which data is
available is shown below:

Unemployment

Date Rate
August 2009 8.9%
September 2009 8.7
October 2009 9.0
November 2009 9.1
December 2009 9.0
January 2010 9.7
February 2010 9.5
March 2010 8.8
April 2010 7.2
May 2010 7.6
June 2010 8.1
July 2010 8.7(p)

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

Labor Force

The composition of the nonagricultural civilian labor force working in the County (regardless of
place of residence), for the last five years for which information is available, is as follows:

Sector 2004 2005 2006 2007 2008

Manufacturing 1,207 1,165 1,233 1,171 1,153
Construction & Mining 8,493 8,579 8,974 8,366 7,409
Transportation and Public Utilities 1,396 1,553 1,581 1,437 1,289
Wholesale and Retail Trade 11,119 11,659 11,887 12,290 12,101
Information 942 921 1,018 1,048 1,039
Finance, Insurance, and Real Estate 8,730 9,983 11,331 12,451 13,258
Services (including Agricultural Services) 38,325 38,867 40,130 42,529 42,559
Government 20,162 20,200 20,241 20,729 20,937
TOTAL 90,716 93,273 96,772 100,423 100,185

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

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

2005 2006 2007 2008 2009
Civilian Labor Force 61,381 62,903 63,898 63,794 64,805
Employment 58,372 59,932 61,142 60,382 59,101
Unemployment 3,009 2,971 2,756 3,412 5,704

Source: South Carolina Employment Security Commission, Labor Market Information
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Population Growth

The following table shows population information for the County for the last four decades for
which census figures are available, along with figures for the State and the United States for comparison.

Beaufort County South Carolina United States
Population % change Population % change Population % change
1970 51,136 - 2,590,516 - 203,302,031 -
1980 65,364 8% 3,121,820 21% 226,545,805 11%
1990 86,425 32 3,486,703 12 248,709,873 10
2000 122,068 40 4,012,012 15 281,421,960 13
2009# 155,215 27 4,561,242 14 307,006,550 9

*Estimate,
Source: U.S. Census Bureau

The following table shows the 2000 Census population and the estimated 2009 population of all
incorporated municipalities located within the County:

Municipality 2000 Census 2009 Estimate
Town of Hilton Head Island 33,862 34,249
City of Beaufort 12,950 12,120
Town of Port Royal 3,950* 11,421*
Town of Bluffton 1,275% 12,519*

*A portion of this growth is due to annexation.
Source: U.S. Department of Commerce, Bureau of the Census, Population Division.

Median Age and Education Levels

In 2000, the County ranked second in the State for college-educated population, with 33.2% of its
population 25 years or older holding a bachelor’s degree or equivalent. The following table illustrates the
changes in the median age of the County and the percentage of the population 25 years old and older with
a bachelor’s degree or higher from Census 2000 to the latest estimate available from the U.S. Census
Bureau. Median age and education statistics for the State and the United States are included for
comparison purposes.

Median Age (in years) Percentage over 25 with bachelor’s degree
County South Carolina United States County South Carolina United States
2000 35.8 354 35.3 33.2% 20.4% 24 4%
2008%* 38.1 37.3 36.7 36.9 23.2 274

*latest estimate available.
Source; U.S. Department of Commerce, Bureau of the Census
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Per Capita Personal Income

Beaufort County’s per capita income has remained above state and national levels from 1996 to
2008. The County ranked first in the State in per capita personal income in 2008, 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 Countyl State® United States
2004 $37,474 $27,903 $33,881
2005 39,840 29,223 35,424
2006 43,183 30,927 37,698
2007 45,427 31,925 39,392
2008 46,790 32,495 40,166
2009 N/A 31,799 39,138

Source: 'U.S. Census Bureau; “U.S. Bureau of Economic Analysis
Median Family Income
The County had a median family income of $65,900 for Fiscal Year 2009. This income level

ranks the County as the second highest in the State. The table below shows the median family income for
a family of four in the County, State and the United States for the last five years:

Year County State United States
2005 $62,150 $52,400 $58,000
2006 63,000 52,900 59,600
2007 61,100 50,800 59,000
2008 61,500 52,900 61,500
2009 65,900 59,663 64,000

Source: U.S. Department of Housing and Urban Development
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
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
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150 physicians, 100 percent of whom are board-certified. The main hospital is located in the City of
Beaufort. Beaufort Memorial’s cancer center in the Town of Port Royal is affiliated with Duke
University. Beaufort Memorial’s clinic in the Town of Bluffton includes doctors’ offices, laboratory,
x-ray and health education programs. Hilton Head Regional Hospital, within the Town of Hilton Head
Island, has 85 staffed beds, including 61 acute care units, 20 intensive care units and 4 post-partum units.
A U.S. Naval Hospital is also located within the County which has 49 staffed beds and 5 intensive care
unit beds.

Recreation. Hunting Island State Park (“Hunting Island”) is located in the County. Hunting Island
is South Carolina’s most popular state park, attracting more than a million visitors each year. The 5,000-
acre park includes five miles of beach, thousands of acres of marsh, tidal creeks and maritime forest, a
saltwater lagoon and ocean inlet. Amenities include a fishing pier and some of the state’s most desirable
campsites and cabins, some of which were built by the Civilian Conservation Corps in the 1930s. The
park also includes South Carolina’s only publicly accessible historic lighthouse. Dating from the 1870s,
the Hunting Island Lighthouse is 170 feet tall.

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 Fall 2009 headcount enroliment of
1,684 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 Fall 2009
headcount enroliment of 2,565 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 master’s degrees in other subject
areas.

Financial Institutions

According to the Federal Deposit Insurance Corporation, as of June 30, 2010, there were 65
branches of commercial banks and 11 branches of savings institutions in the County, with total deposits
“of $3.58 billion at all financial institutions. 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.
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TAX EXEMPTION AND OTHER TAX MATTERS
Opinion of Bond Counsel

Certain legal matters with regard to the issuance of the Bonds 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 Bonds. The proposed form of Bond Counsel’s opinion appears
as Appendix C 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 Bonds, including, among other things, permitted uses and investment
of the proceeds of the Bonds 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 Bonds becoming subject to federal income taxation retroactive to the date of issuance of the Bonds,
The County has covenanted to comply with the requirements of the Code to the extent required to
maintain the exclusion of interest on the Bonds from gross income for federal tax purposes. Failure of the
County to comply with the covenant could cause the interest on the Bonds to be taxable retroactively to
the date of issuance,

The Code imposes an alternative minimum tax on a taxpayer’s alternative minimum taxable
income. Interest on the Bonds is not an item of tax preference for purposes 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. Bond Counsel expresses no opinion regarding other federal tax consequences
arising with respect to the Bonds.

South Carolina Taxation

The interest on the Bonds is 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 Department of Revenue 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 Bonds will be included in
such computation.

Premium Bonds

The Bonds have been sold at public offering prices which are greater than the amount payable at
maturity (“Premium Bonds™). An amount equal to the excess of the purchase price of the Premium Bonds
over their stated redemption prices at maturity constitutes premium on such Premium Bonds. A purchase
of Premium Bonds must authorize any premium over such Bonds’ term using constant yield principles,
based on the purchaser’s yield to maturity. As premium is amortized, the purchaser’s basis in such
Premium Bond is reduced by a corresponding amount, resulting in an increase in the gain (or decrease in
the loss) to be recognized for federal income tax purposes upon a sale or disposition of such Premium
Bond prior to its maturity. Even though the purchaser’s basis is reduced, no federal income tax deduction
is allowed. Purchasers of any Bonds at a premium, whether at the time of initial issuance or subsequent
thereto, should consult with their own tax advisors with respect to the determination and treatment of
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premium for federal income tax purposes and with respect to state and local tax consequences of owning
such Premium Bonds.

LEGAL MATTERS
Bond Counsel Opinion

The issuance of the Bonds is subject to the favorable opinion of McNair Law Firm, P.A., Bond
Counsel, as to the validity of the issuance of the Bonds under the Constitution and laws of the State of
South Carolina. The proposed form of Bond Counsel’s opinion appears as Appendix C to this Official
Statement.

The 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 said firm 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
Bonds, 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, threatened to restrain or enjoin the issuance, sale, execution or delivery of the Bonds or the levy
and collection of taxes to pay the Bonds; or questioning the proceedings or authority pursuant to which
the Bonds are issued and taxes levied; or questioning or relating to the validity of the Bonds, 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 Bonds.
United States Bankruptcy Code

This undertaking of the County should be considered with reference to Chapter 9 of the
Bankruptcy Code, 11 U.S.C. 901, et seq., as amended, and other laws affecting creditors’ rights and
municipalities generally. Chapter 9 permits a municipality, political subdivision, public agency, or other
instrumentality of a State that is insolvent or unable to meet its debts as such debts mature to file a
petition in the United States Bankruptcy Court for the purpose of effecting a plan to adjust its debts;
directs such a petitioner to file with the court a list of its creditors; provides that the filing of the petition
under that Chapter operates as a stay of the commencement or continuation of any judicial or other
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.
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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 “Aal” and “AA+
respectively, to the Bonds. 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 Bonds. 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 Bonds.

UNDERWRITING

The Bonds have been purchased at a competitive sale from the County for resale by Hutchinson,
Shockey, Erley & Co. (the "Underwriter”). The Underwriter has agreed, subject to certain conditions, to
purchase the Bonds at par plus a bid premium of $557,373.50. The initial public offering prices of the
Bonds as shown on the inside front cover of this Official Statement may be changed from time to time by
the Underwriter. The Underwriter may also allow a concession from the public offering prices to certain
dealers, If all of the Bonds are sold at the public offering yields as set forth on the inside front cover of
this Official Statement, the Underwriter anticipates a total selling compensation of $38,587.30. The
Underwriter has received no fee from the County for underwriting the Bonds.

FINANCIAL ADVISOR

Ross, Sinclaire & Associates, LLC has acted as Financial Advisor to the School District 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 School District in
preparing for this financing.

Ross, Sinclaire & Associates, LL.C may, through the competitive bidding process, acquire as
principal, or as a participate in a syndicate of underwriters, all or a part of the Bonds including those upon
which Ross, Sinclaire & Associates, LLC has rendered financial advice. Prior to its participation in the
competitive bidding process, Ross, Sinclaire & Associates, LL.C will obtain the written and express
consent of the School District to Ross, Sinclaire & Associates, LL.C’s participation in 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, LI.C, will not participate in the competitive bidding
process.

CERTIFICATE CONCERNING THE OFFICIAL STATEMENT

Concurrently with the delivery of the Bonds, the Administrator of the County will deliver to the
purchaser of the Bonds 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 Bonds, 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
Statement is to be used or necessary to make the statements therein, in the light of the circumstances
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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 Bonds.

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

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

MISCELLANEOUS

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

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

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

The delivery of this Official Statement and its use in connection with the sale of the Bonds 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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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

As management of Beaufort County, South Carollna (the County), we offer the readers of the County’s financial statements this narative
overview and analysis of the financial activilies of Beaufort County, South Caroling for the fiscal year ended June 30, 2009, We encoutage the
readers o consider the information presented here in conjunction with additions! information that we have fumished in our Jetter of ransmittal,

which can be found on pages 1 through 5 of this repor,

FINANCIAL HIGHLIGHTS

¢ The assels of Beaufort County exceeded its llabliities at June 30, 2008 by $221,865,693 {nef assets). Of this amount $81,701,712
{unrestricted net assets) may be used to meet the govemment's angoing obligations to citizens and creditors.

¢ The governments total net assefs increased by $36,403,100 during the fiscal year ended June 30, 2009 with a $36,003,240
increase resulling from govemmental activities and a $600,140 decrease resulling from business type activities,

s At the close of the cumrent fiscal year, the County's govemmenta! funds reported combined ending fund balances of $193,420,335,
an increase of $37,804,928 in comparison with the prior year, Approximately 28 percent, $53,255,589 is avaiiable for spending at
the govenment's discretion (unreserved, undesignated fund balance).

*  Atthe end of the current fiscal yeas, the County‘s unreserved fund'baiance {for the general fund was $18,771,412, or appraximatety
18 percent of the general fund expenditures and transfers,

¢  Beaufort County’s net capital assets increased by $28,848,266 during the cument fiscal year, The increase in govemmental
activilles het capltal assets of $28,877,556 was mostly the result of sales tax road project additions to canstruction in progress, ‘
purchasés of property through the Real Propery Purchase Program, purchases relating to emergency management
communications enhancements gnd radios, several other road pr'oject addilions throughoul the County, purchases rglatlng tothe
County's volce-over IP system, and construction of the Buckwalter Park Recreation Center.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to seive as an introduction 1o the County's basic financial statements, The County’s basic
financfal statements comprise three components; 1) government-wide financial statements, 2) fund financial statements, and 3) notes lo
the financial stalements. This repori also contains other supplemnentary information in addition to the basic financial sfalements

themselves.

Government-wide financial statements — The govemment-wide financial statements are designed to provide readers with & broad
overview of the County's finances, in a manner similar to a private-seclor business, In particular, these statements include all assels and
liabilities using the accrual basis of accounting used by most private sector companies.

The statement of na! gssets presents information on all of the County's assets less its Habilities, with the difference between the two
.repotted as natf assets. Over time, Increases or decreases in net assets may serve as & useful indicator of whether the finencial position

of the County is improving or deteriorating.

The statement of activities presents information showing how the govemment's net assets changed during the most recent fiscal year.
Ali ehanges in net assets are reported as soon as the underlying event giving rise to the change occurs, regardiess of the timing of
related cash flows. Thus, fevenues and expenses are reponied In this statement for some items that will only resutt in cash flows in future

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

Both the government-wide financial statements distinguish functions of the County thai are principally supported by taxes and
Inlergovernmental revenues (govermmental activitias) from other functions tha! are intended to recover all or a significant portion of their
costs through user fees and charges (businass-type activities). The govemmental activilles of the County Include general goyemmenl.
public safety, public works, public healfh, public welfare, and cullural and recreation. The business-type activities include the garage,
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

stamivater utility, the Lady's Island Airport, and the Hilton Head lsland Aiporl. The business-type activities function for all practicat
purposes as depariments of the County, and therefore have been included as Integral pars of the primary government.

The goverament-wide financis| siatements can be found on pages 27 through 29 of lhi’s repori.

Fund financial statements - A fund is & grouping of related accounts that is used to maintain control over resources that have been
segregaled for specific activilles or objectives. The County, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements, Al of the funds of Beaufort County can be divided into three
categories: govemmental funds, proprietary funds, and fiduclary funds.

Govemmental funds - Governmental funds are used to account for essentlally the same funclions as govemmental activities of the
government-wide financial stalemenis. However, unlike the govemment-wide financial statements, governmental fund financlal
statements focus on ngar-ferm inflows and oulflows of spendable resources, as well as on bslahces of spendable resources aveliable at
the end of the fiscal year. Such information may be useful In evaluating the County's near-temn financing reguirements.

Because the focus of govemmental funds Is namower than that of the government»wide financial statements, it is useful to compare the
information presented for govemmental funds with similar information presented for governmental activilies in the govemment-wide
financlal statements. By doing so, readers may better understand the long-term impact of the government's near-term financing
decisions, Both the governmenta! fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in
fund balances provide a reconcliiation to faciiiiate this comparison between governmental funds and govemmental activities.

tnformation is presented separately In the govemmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund, the County wide general obligation bonds fund, the 2009 bond
anticipation noles fund, the New River TIF bonds fund, the sales tax projects fund, the real properly program fund, and the 2006 bond
projects fdnd, all of which are considered fo be major funds, Data from the olher govemmental funds are. cornbined into a single,
aggregated presentation, Individual fund data for each of these nonmajor govemmenta! funds is provided in the form of combining

statements elsewher in this repor.

. The County adopts an annual appropriales budget for its general fund. A budgétary comparison statement has been provided for the

general fund to demonstrate compliance with this budget.
The basic fund financial statements can be found on pages 30 through 36 of this repon,

Proprietary funds ~ The County maintains four different types of propriatary funds, three of which are enferprise funds. Enterprise funds
are used to report the same functions as business-fype activities In the govemment-wide financial statements. The County uses
enterptise funds to account for its stormwater utility, Lady’s tstand Airpont, and Hilton Head 'sland Airport operatiotis, These funds report
the swioe; provided by the County for which the County charges 2 User fee or charge intended to tecover all or a significant portion of

their costs.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail. The proprietary
fund financial statements provide separate information for stormwater utility, Lady's Island Airport, and the Hilton Head [sland Alrport, all
of which are considered to be major funds of the County.

Internal service funds are an accounting mechanism to accumulate and allocate costs intemally for the County. The County uses internal

semvice funds to account for its garage.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

The basic proprietary fund financial statements can be found on pages 37 through 40 of this repont,

Flduclary funds - Fiduciary funds are used to account for resources held for the benefit of parties outside the govamment. Fiduciary
funds are not reflécted in the govemment-wide financial statements because the resources of those funds are not available to support the
County’s own programs. The accounting used for the fiduciary funds is much like that used for proprictary funds.

The statement of fiduciary net assets can be found on page 41 of this report,

Notes to the financial statements — The notes provide addHional information that Is essential to a full uhderstanding of the dats
provided In both the government-wide and the fund financial statements. The nofes are presented on pages 42 through 68 of the report,

Other supplemental information ~ in addition 1o the basic financlal statements and accompanying notes, this report also presents
certain supplemental information that further supports the financlal statements.

The combining statements referred fo earlier in connection with nonmajor governmental funds are presented within this section of this

report and can be found on pages 89 through 203,

GOVERNMENT-WIDE FINANCIAL ANALYSIS .
As noted earller, het assets may serve over fime as a useful indicator of a government's financial position. in the case of Beaufort

County, assels exceeded liabllities by $221,965,693 as of June 30, 2008,

Of this amount,~$105,500,611 (approximately 47 percenf) reflects the County's Investment in capital assels (fand, 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 fulure spending. Alhough the County's investment in s capital
assels 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 cannol be used o repay the debt, An additional portion of the County's net assels,
$34,763,370 (approximately 16 percent), represents resources {hat are restricted to the repayment of the County’s bonded indebledness.
The retnaining balance of unresiricted net assets, $81,701,712 (approximately 37 percent), fay be used to meet the govemment's

ongoing obligations to citizens and creditors,

Al the end of the curvent fiscal year, Beaufort County is able to report positive balances in all three calegories of net assets, both for the
government as a whole, as welf a5 for lts separate governmental and business-type aclivities,
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BEAUFORT COUNTY, SOUTH CAROLINA

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Beaufort County's Net Assets
June 30, 2008 and 2008

Govemmental Activities Business-type Activities Tota]
) Percent

2008 2008 2009 2008 2008 2008 _Change
Current and Other Assets $ 212,378,713 $ 171,068,490 $ (1,202,117 $ 2478164 $ 211,177,696 § 173,546,654 21.7%
Capital Assels 287,524,153 258,646,697 23,074,168 23,103,458 310,588,321 281,750,055 _10.2%
Total Assels $_4990038F6 $.420716087  $_ 21872061 $.25581627  §.521775017 $.455296700 _146%
Long-Temn Liabiliies § 221,352,800 §$ 240,017,202 $ 374,808 § 1,937,979  $ 221,727,708 § 241,955,181 (8.4%)}
Other Liabifities 77,581,837 24,742.095 480,578 2,036,839 78,082,515 26,778,935 191.6%
Total Liabilles $ 208944837 $ 264760208  §.._ BG63R7 S 5074818  $.200810224 S 26BIIMN6 _116%
Net Assets:
Invested in Caplital Assets ,

Net of Related Debt $ 82426443 § 70805218 § 23,074,168 § 21,340,684 $ 105,500,611 § 92246900 12.5%
Restricted for Debt Service 34,763,370 48,605,864 - - 34,763,370 48,605,864 (28.5%)
Unrestricted (Deficit) 83,769,216 45,443 709 (2,067,504) 266,120 81,701,712 46,709,829 _ B2.5%

$.200,850.029  $_164.856 789 521008664 $21606804 $.221.065603 $_186.562503 _10.0%

The County’s total net assets increased by $35,403,100 during the 2009 fiscal year.

Key elements of this increase are as follows:

+  There was an increase in the County's governmental current and other assets of $41.3 million, which increased mostly because of

$53.8 million in bond anticipation note and general obligation bond borrowings within the 2009 fiscat year. The borrowings led to an
increase within the County's 2008 bond anticipation note fund of $21.1 million, an increase of $15.9 million within the County's real
property program fund, and a $1.4 million increase within the County’s 2000 general obfigation bond fund. Additionally, the County's
sales tax project fund Increased by $15.4 million within the 2008 fiscal year due o continued strong 1% sales tax referendum
collections. These increases were parfally offsel by a $17.3 million bond refunding, which heiped to decrease the County’s generat
cbligation bonds fund by $17.4 million in fiscal year 2009 compared to fiscal year ended 2008,

The County's governmenial nel capital assels increased by $28.9 million. This Increase occurred mostly from the County’s $16.3
million invesiment in infrastructure related 1o the 1% sales tax referendum road projec!, $4.8 million in purchases of tand ard
easements, $4.0 milion in upgraded radios for improved communications abliities in the event of emergencies, $2.8 million in other
road projects, $2.6 million for the Gounty's voice-over IP system, and $2.1 million for the Buckwalter Park Recreation Center. See
the capital assets and debt administration section below for more detail.

The $18.7 million decrease within the County's governmental long-term liabilities was malinly caused by the County’s $17.3 million
bond refunding within the 2009 fiscal year. Additionally, the $52.8 miliion increase within the County’s governmental other liabilities
was mostly caused by the $48.8 million bond anlicipation nole borrowing within fiscal year 2008, See the capital assels ang debt
administration section starling on page 24 for more delail, '
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Beaufort Gounty’s Changes in Nei Assets

For the Fiscal Years Entled June 30, 2008 snd 2008

-4 -

Governmental Activities Business-type Activities Total
2009 2008 2009 . 2008 2009 2008
Revenues:
Program Revenues:
Charges for Services § 28,636,708 § 36,326,955 $ 4,854,807 § 5471,284 $ 33,491,615 § 41,798,239
Operating Grants and
., Contributions 8,046,928 8,312,520 124,881 244 468 8,171,809 8,556,988
Capital Grants and '
Contributions 4,223,966 7,754,421 986,411 1,004,624 5,210,377 8,750,045
General Revenues: )
Property Taxes 92,725,822 81,399,195 - - 92,725,922 81,398,185
Sales Taxes 30,440,867 26,531,506 - - 30,440,867 25,534,506
Grants and Contribitions 10,353,360 9,621,104 - - 10,353,360 9,621,104
Unrestricted Investment
Earnings 3,728,745 4,701,846 55,803 86,760 3,788,548 4,788,606
Miscellaneous 2758685 8,342 633 9,354 - 2,768,039 8,342,533
. Tolal Revenues 180,815,181 182,980,080 £.035.25¢ 6.807.13 186,850,437 __189.767,218
Program nses
Governmental Activities:
General Govemment’ 33,883,983 32,345,161 - . 33,883,883 32,345,181
Public Safety 49,090,928 45,505,447 - - 49,080,928 45,505,447
Public Works 18,920,007 21,017,930 - - 18,820,007 21,017,930
Public Health 12,227,572 8,545,159 - - 12,227,572 9,545,150
Public Welfare 1,935,787 2,082,811 - - 1,935,787 2,082,811
Cultural and Recreation 16,947,113 14,682,973 - - 16,847,113 11,682,973
Inlerest 10,806,551 10,681,835 - - 10,906,551 10,691,835
Business-‘i‘ype Activities:
Stormwater LRility - - 3,027,952 2,896,205 3,027,852 2,896,205
Lady's lsland Airport - - 1,129,236 845,649 1:129,236 845,649
Hilton Head Airport - - 2,478,208 2,675,379 2,478,208 . 2875378
Total Expenses 144,811,941 132,871,318 6,635,386 6,417,233 151.54'{’.337 139,288 549
Excess Revenues over Expenses 36,003,240 50,118,764 (600,140} 389,803 35,403,100 50,608,667
Transfers in/ (Oul) - 1,863,867 - 1,863, - 4
Change in Net Asests 36,003,240 51,982,631 {600,140) (1,473,864) 35,403,100 50,508,667
Net Assels, Beginning 164,955,789 112,873,168 21,606,804 23,080,768 186,562,693 _ 136,053,826
Net Assets, Ending $.200,968,078  $_164.955789 521006664 $.21.606804  $221.965603 $_186.662.503




BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

. Governmental activitles increased the County's net assels by $36,0 million, thereby accounting for 102 percent of the total growih In the net
assets of the County {nel of the decrease in the County’s business-type activilies net assets). Additionally, it should be notet that the garage
fund was classified as a business-type activity in the 2008 fiscal year and has been reclagsified t6 an internat service fund and a general
govemment expense within the governmental activities in the 2009 fiscal year. For comparative purposes, the parage’s revenues and
expenses have been raclassified to govemmentat activities within the 2008 batances. Key elements in fiscal year 2008's activity are as

follows:

» Inthe 2008 fiscal year, praperty tax revenues increased by approximately $11.3 million (or 13.8%) over the 2008 fiscal year. The
13.9% increase of property tax fevenues in the 2008 fiscal year over the 2008 fiscal year Is compared to en $8.8 milion or 12.1%
increase in property tax revenues in the 2008 fisca! year over the 2007 fiscat year and compared to a $3.8 million or 5.6% increase
in property tdx revenues in the 2007 fiscal year over the 2006 fiseal year. increases in prdperty taxas during the periods dstailed
above were due to targer amounts of delinquent taxes paid in subsequent fiscal years, increased millage rates, increasing property
values, increasing development, and an increasing popuiation,

»  Alsp, the County's govermmentai sales taxes increased by $4.9 million {or 12.2%) due to increased County's sales tax projects fund
revenues callected in fiscal year 2009 as compared to fiscal year 2008.

s The Increases in govemmental property tax and sales tax revenues were offset by a $7.7 million decrease in govarnmental charges
for services, fueled mostly by deciines in impact fees, due to the stagnant economy. In this, there was a $3.8 million decline in road
impact fees, a $1.2 million decilne in parks and lelsuse services impact fees, and a $.5 million decrease in library impact fees in the
200¢ fiscal year over the 2008 fiscat year. Additionally, misceligneous revenues also dacreased by $6.5 million, which was
altributable to the fact that the County received a one-lime $6.5 million litigation setitement from the butlder of the County's

* administrative complex in fiscal year 2008,

¢ Also, the Courty's cépital grants and contributions revenues decreased by $3.5 million when comparing fisca! years 2009 and 2008,
which was niostly the cause of a $4.5 million decrease in the County's real properly program intergovernmental revenues. The
decrease in revenues occumed due to less property purchased In the 2000 fiscal year as opposed to the 2008 fiscal year,
Additionally, the $4.5 miilion decrease in revenue was parially offsel by a $1.1 million increase In publlc safety grent fund reventies,

«  Additionally, the County's cullural and recreation expenditures Increased by $5.3 miilion in the 2009 fiscal year, as compared to the
2008 fiscal year. This increase was mostly due to the $4.7 milifon in cultural and recreation subsidies split evenly between the
! Unlversity of South Carclina Beautori and the Technical Coliege of the Loweountry. in prior fiscal years, the County levied
" continuing education millage for contributions to these higher education entities. In the 2009 fiscal year, these levies were rolled up
inlo the County operations millage and now the County conttibutes {0 these entities directly,

Lastly, the County’s public safety expenditures incfeased by $3.6 million during th'e 2008 fiscal year as compared fo the 2008 fiscal
year. The increase resulted mostly from 8 $1.5 million increase in sheriff's office personne! expenditures and a $1.1 miliion Increase
in public safety grani monies spent in the 2009 fiscal year as campared to the 2008 fiscal yeaf,

Busingss-type activitles decreased the County's net assets by $.6 million, thereby accounting for a hegative 2 percent of the total growth In the
nel assats of the County. Key etements of this net increase are as follows:

«  FAA grant revenues for the Hilton Head island Airport decreased by approximately $405 thousand during the 2009 fiscal year
compared to the 2008 fiscal year, Additionally, stormwater utility fees revenues decreased by approximately $324 thousand during
the 2009 fiscal year compared to the fiscal year ended June 30, 2008,
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

FINANCIAL ANALYSIS OF THE GOVERNMENTAL FUNDS

As noted earlier, Beaufort County yses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmentat furids — The focus of the County's governmental funds is to provide Information on near-temm inflows, outflows, and balances
of spendable resources. Such Information is useful in assessing the County's financing requirements. In particular, unreserved fund balance
may serve as a useful measure of 2 govemment's nei resources available for spending at the end of the fiscal year.

At the of the end of the current fiscal year, the Counly's governmental funds reported combined ending fund bafances of $193,420,336, an

increase of $37,804,928, in comparison with the prior year, Approximately 28 percent of this tolal fund balance ($53,265,589) consliutes

unresetved, untssignated fund balance, which is avallable for spending at the governmenl's discretion, The remainder of the fund balance is
reserved to indlcate that it is not avalfable for new spending because it has already been committed to 1) to liquidate contracts and purchase

orders ($26,831,780), 2) to fund planned capltal projects ($74,845,875), 3) to pay debt service ($34,763,370), and 4) advances to otherfunds

(1,723,652).

General Fund — The general fund is the main operating fund of the County, At the end of the cumenl fiscal year, unresesved, undesignated
fund balance of the general fund was $18,771,412, while the totaf fund balance was $20,940,144, As 2 measure of the general fund's
liquidity, a comparisen is made of both unreserved fund balance and tofal fund balance to lotal fund expenditures. Unreserved fund balance
represents approximately 19% of total general fund expenditures and transfers, while total fund balance represents approximately 20% of total

general fund expenditures,

County Wide General Obligation Boﬁds Fund - At the end of the cunenl.ﬁscal year, the total fund balance of the county wide general
obligation bonds fund was $4,361,432, all of which was reserved for debt service. lThe cotinty wide generaf obligation bonds fund recognized
revenues of 37,565,908, total expendilures of $29,380,048, and $4,367,856 in other financing sources, for s net change in fund balance of
(817,448,184). The county wide géneral obligation bonds fund balance experienced this significant negative net change mostly because of
the partiaj refunding of the County's 2001 County Bonds, In which $47 530,000 was borrowed in the 2008 fiscal year to make 2 bond payment

of $18,690,000 on the 2001 County Bonds In the 2008 fiscal year.

New River TIF Bonds Fund ~ At the end of the cumrent fiscal year, the total fund balance of the new tiver TIF bonds fund was $16,800,448,
all of which was reserved for debt service, The new river TIF bonds fund recognized revenues of $7,269,267 and total expendiiures of
$2,289,459, for a nel change in fund balance of $4,979,808. The New River TIF fund balsnce has annually experienced a large amount of
growth In the last several years, because the TIF has a small base value and has experienced significant amounts of assessed value growth

during this perlod,

2008 Bond Anticlpation Notes Fund ~ At the end of the current fiscal year, the total fund balance of the 2008 bond anticipation noles fund
was $17,256,309, all of which was reserved for capltal projecis. The 2009 bond anticipation notes fund recognized revenues of $464.927,
total expenditures of $7,677,527, and $28,348,707 in other financing sources, for 2 net change in fund balance of $21,137,107. The bond
proceeds were not realized by the County until March 2008, thus creating the significant $21,137,107 net change in the 2009 bond anticlpation
notes fund balance from a ($3,877,798) fund balance al June 30, 2008. :

Sales Tax Projects Fund — At the end of the current fiscal year, the total fund balance of the sales tax projects fund was $38,331,126, all of
which was reserved for capital projects. The sales lax projects fund recognized revenues of $30,944,249, total expenditures of $16,332,042,
and $819,689 in other financing sources, for a net change in fund balance of $15,431,896. The County has not completed a significant
amount of Its sales 1ax projects as of June 30, 2009, however sales tax revenues have remained at budgeted levais, causing the significant
increase in fund balance during the 2009 fiscal year. The Counly plans lo complete significant amounts of the ssles tax projects over the next

- fiscal years.
-18 -
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f

Real Property Program Fund = At the end of the currém fiscal year, the total fund balance of the real properly wrogram fund was
$18,011,102, all of which was reserved for capltal projects, The real properly program fund recognized revenues of $674,822, total
expenditures of $4,704,005, and $20,000,000 in olher financing sources, for 2 net change in fund balance of $15,880,917. The $15,880,917
net increase in the County’s real property program fund balante was mostly caused by the County’s additional $20,000,000 within this fund for

lang préservation,

2006 Bond Projects Fund - Al the end of the current fiscal year, the totat fund balance of the 2008 bond projects furid was $11,850,541, all
of which was reserved for capital projects. The 2008 bond projects fund recopnized revenues of $366,483, total expenditures of $1,876,565,

. and $3,377;510 In olher financing sources, for a net change in fund balance of $1,767,428, The main reason for this significant change In
fund balance were $3,415,778 In transfers info the 2006 bond projects fund related lo a consolidation of bond monies for the St. Helena
Library project and the DSN administration buliding project.,

Details of the County's governmental funds are shown in the govemment-wide financlal stalements. Further details of the County's general
fund are shown on Schedule A" and further detalls of the County's nonmajor govemmental funds are shown on Schedules B, *C”, *D” end

*E"

Proprietary funds — The focus of the County's proprigtary funds is to provide infarmation on near-temn inflows, outflows, and balances of
épendable resources.  Such Information is useful in assessing the County proprietary funds' financing requirements. As restrictions,
commitments, and other limitations on net assets significantiy affect the avallabiiity of fund resources for future use, unreserved net assels
may serve as 8 useful measure of a government's proprietary net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the County's proprietary funds reporied combined ending net assets of $21,008,664 an decrease of
$600,140 in camparison with the prior year.

Stormwater Utility - Al the end of the current fiscal year, the net assets of the stormwater ulility fund was $2,934,379, of which $1,462,518
was invested In capital assets, nei of refaled debt, leaving 2 balance of §1,471,860 In unresiricted net assets. The stormwater utility fund
recognized opera.ting revenues of $2,845,833, tolal operating expénses of $3,027,952, and $40,105 in net non-operating revenues, for a
change in net assets of ($142,014). The decrease in net assets within the stormwater utllity fund In the 2009 fiscal year was mostly the result
of stormwater utility fees revenues decreasing by approximately $324 thousand during the 2009 fiscal ysar compared to the fiscal year ended

June 30, 2008,

Lady’s Island Alrport - At the end of the current fiscal year, the nef assets of the Lady's i8land Alrport fund was $3,024,483, of which
$3,457,622 was Invested in capital assets, net of related debt, leaving a deficit balance of $433,038 in unrestricted net assets. The Lady's
Istand Airport recognized operating revenues of $535,016, total operafing expenses of $566,968, and $34,953 In net non-operaling expenses,
for & change in net assets of (366,905), The decrease in net assets within the Lady's Isiand Airport fund in the 2009 fiscal ysar was mostly the
result of non-operating expenses over revenues of appioximalely $35 thausand, which was driven fargely by tree cutting expendilures not
covered by FAA grants and a $25 thousand decrease in fuel sales profit ue to the Qec\ining economy.

Hilton Head istand Airport ~ At the end of the current fiscal year, the net asseis of the Hitton Head Island Airport fmd was $15,047,802, of
which $16,430,475 was invested in capital assets, net of related debt, leaving a deficit balance of $1,382,673 in unrestricted net assets, The
Hilton Head Island Alrport recognized operating revenues of $1,598,839, tolal operaling expenses of 52,152,953, and $162,883 in nel non-
operating revenuas, for a change in nel assets of ($391,221). The decrease in net assets wilhin the Hilton Head tslang Alrport fund In the
2008 fiscal year was mostly the result of FAA grant revenues decreasing by approximately $405 thousand during the 2008 fiscal year

compared to the 2008 fiscal year.
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GENERAL FUND BUDGETARY HIGHLIGHTS

Original Budget to Final Budget Comparison for the Fiscal Year Ended June 30, 2009

Revenues:

" Taxes
Licenses and Pemits
Intergovernmental
Charges for Services
Fines and Forfeltures
Inferest
Miscelianeous

. Total Revenues

Expenditures;

General Govemment

Public Safety

Public Works

Public Health

Public Welfare

Culture and Recreation
Total Expenditures

Excess of Revenues Over {Under)

Expenditures

Other Financing Sources (Uses)

Transfers In
Transfers Out
) Total Other Financing
‘ Sources (Uses)

Net Change in Fund Balance -

Fund Balance at the
Bepinning of the Year

Fund Balance at the
End of the Year

Variance with
Original Budget
Original Final Positive
Budget Budget {Negalive)

§ 76,843,504 $76643,504 % -
4,164,073 4,164,073 -
8,885,480 8,895,480 -
$1,718,486 11,718,496 -
884,475 894,475 -
922,746 822,746 -

— 486,600 456,600 -
103,685,374 103,695,374 -
23,175,720 23,307,182 (131,462)
41,264,839 41,035,968 228,871
16,833,829 15,923,633 1,010,186
5,280,148 5,158,111 124,037
1,014,675 1,014,675 .

13,806,919 13,860,962 (54,043)
101,476,130 100,298,531 1,177,599
2,218,244 3,306,843 1,977,588
856,500 1,586,500 730,000

{3,075,744) (3,716,880) {641,236)
(2,218,244) (2,130.480) 88,764
1,266,363 1,266,363

_ 18,756,991 19,756,891 -

£ 19756901 §£21.023354  §4.266.363
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The general fund original budget’s net assets varied from ifs final budget's net assets by $1,266,363. The key element of this nel budgel
decrease is as foliows:

«  There was a decreasing $1.0 million budgel revision to the County’s public works axpenditures. The $1.0 million decrease In the
revised fiscal year 2009 budget as epposed to the original bidget within the County's public works mostly related to waste hauling
services coming In approximately $1.5 million less than originally budgetad. As such the County revised its budget downward to
accommodate these unanticipated savings as they were seen throughout the year,
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Final Budget to Actual Comparison for the Fiscal Year Ended June 30, 200§

-29.

Variance
with Final Budget
Final Positive
Budget ual Negative
‘Revenues:
Taxes § 76,643,504 $ 74,049,850 $ {2.593,654)
Licenses and Pemnits 4,164,073 2,787,597 (1,376,476}
Intergovernmental 8,885,480 9,084,132 168,652
Charges far Services ' 11,718,496 10,181,054 (1,637,442)
Fines and Forfeitures 884,475 1,063,709 169,234
Interest 922,746 1,033,426 . 110,680
Miscellaneous 456,600 1,081,778 635,178
Total Revenues 103,695,374 99,271,646 (4,423,828)
Expenditures;
General Government 23,307,182 21,049,036 2,258,148
Public Safety 41,035,968 40,266,774 770,194
Public Works 15,923,633 15,392,335 531,208
Public Health 5,166,111 5,151,908 4,202
Public Weifare 1,014,675 932,425 82,250
Cullure and Retseation 13,860,862 13354314 506,648
Total Expendifures 100,298,531 986,145,793 4,152,738
Excess of Revenues Over {Under)
Expenditures 3,396,843 3,125,783 {271,090)
Other Financing Sources (Uses)
Transfers in 1,686,500 869,682 {716,818)
Transfers Out (3,716,980) (2.812.282) 304,688
Total Other Financing
Sources {Uses) (2,130,480) {1,942,600) 187,880
Net Change in Fung Batance 1,266,363 1,183,153 (83,210)
Fund Balance al the
" Beginning of the Year 19,756,891 19,756,991 .
Fund Balance at the
End of the Year S 21023354 $.20940144 £ (83210)
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYS!S
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

The actual net assets of the County's general fund varied from Its final budgel’s net assets by ($83,210). Key elements of this are as follows:

o The County's tax revenues were approximately $2.6 million less than the finat budget had projected. The shortiall In tax revenues
was primarily caused by the downtumn in the housing markel and increased hame foreclosures, which follows national housing and
foreclosure trends. ., .

e Addiionally, actual charges for semvices revenues were approximately $1.5 miltion less than budgeted. This was caused mostly |
from a $2.2 million shortfall within the register of deeds’ revenues from the original butiget, This too was mostly caused from the
natlonail downtum In the housing market, The budget shortfall within the register of deeds was parially offset by master in equity }‘
fees generating $.6 million more in revenues than budgeted, which was the result of increasing foreclosure rates, i

*  The County's licenses and permis revenues were also approximately $1.4 million fess than the final budget had projected due io |
the fact that the County's building permit revenues were $.9 million less than budgeted and the County's business license revenues [
were $.6 million less than budgeted. These shorifalls in revenues ware caused piimarity by the declining economy, especially within
new housing construction.

o Toreact o the decreasing revenues, the County decreased its expenditures by approximalely $4.2 million. These decreases came
mostly within & $2.3 million positive budget 1o actual variance within general government expenditures, a $.7 million positive budget
to actual variance within public safety expenditures, a $.5 million positive budge! to actual variance within public works expenditures,
and a §.5 million positive budget lo actual variance within cultural and recreation expenditures,

o  The $2.3 million positive variance within the County's general govemment expenditures from the final budget was mostly
driven by the County nat using approximataly $.5'million in contingency funds within the County Council budget, the I
Housing Coordinator not expending approximately $.5 mifilon In budgeted direct subsidies, voter registration personnel :
expenditures coming in $.2 million less than budgeted, the magistrate’s ¢our and assessor's office personnel :

|
|
\
|

expen&llures each coming in §,1 miflion fess than budgeted, and the planning department using $.1 million less In
professional services than budgeted. . 4

o The $.7 million positive variance within the County's public safety expanditures from the final budget came mostly from o ) |
personnel expenditures being & combined $1.1 million less within the County's sheriff's office, communicationsfraffic . |
management department, and emergency services department. This was partially offsel by actual capital expenditures ‘
being approximately $.3 million more than budget within the County's sheniff's office.

o The §.5 million positive variance within the County's public works expenditures from the final budget came mostly from
personne! expendiiures being a combined $.5 million less than budgeled for the County's facliities mainienance, public

works, engineering, and solid waste/recycling deparments.
o The $.5 mitilon positive variance within the County’s cultural and recreation expenditures from the final budget came

mostly from personnel expenditures being a combined $.5 million tess than budgeted for the County’s parks and
recreation department and the County's lbraries,
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\ CAPITAL ASSETS AND DEBT ADMINISTRATION

Capltal Assets ~ Beaufort County's 'mvestrﬁent in capltat assets for its governmental and business-type activities as of June 30, 2009 was
$310,698,321 {net of accumulated depreciation). This invesiment in capital assets includes land and essements, bulldings and Improvements,
infrastructure, and equipment. The total increase in the County's investment in capital assets for the current fiscal year was 10 pereent (in
which govemmental activities capital assets increased by approximately 11 percent and business-type activitles capilal assets decreased by

approximately 1 percent).

Beaufort County's Capltal Assets

(Nel of Dapreciation)
June 30, 2008 and 2008

+ Goverpmental Activities - . _Business-type Activities _Total
2008 2008 A 2009 2008 2009 2008
Land and Easements $ B0661,514 § 758845613 $ 13,802,425 § 13,802,425 $ 94463938 § 89,6856938
Construction in Progress 43,067,711 15,160,362 672,020 53,159 43,738,731 15.213,5?1
Buildings and Improvements 82,854,192 87,026,607 6,766,758 7,227,123 89,620,850 84,253,730
infrastructure 65,235,335 65,844,924 . - 65,235,335 65,844,924
Equipment 16,705,401 14,730,191 1832065 __ 2020751 17,538,366 _ 16750042
Total Capital Assets $_287.524 153 $_25B646.507  $_23.074 168 $.23103458  § 310508321 $.281.750085

Major capltal asset evenls during the current fiscal year included the following:

+  The County purchased approximalely $4.1 million In governmental activitles land and easements for the County’s rural and critical

lands’ program.

s The County added approximately $36.0 mililon of investments to construction in progress, which included $16.3 miflion in sales tax
fund projects, $1.1 million in road improvements to Burnt Church Road, $2.4 million for communications infrastructure
improvements, $2.1 million for the Buckwaller Park Recreation Center project, and $2,6.million for the County's VOIP system.

Additional information on the County's capital assets can be found in note 4 on pages 50 through 51 of this report.
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FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Lonp-Term Debt — Al the end of the current fiscal year, Beauforl County had $270,485,027 of total !ohg-term debt outstanding. Of this
amount, $208,060,000 comprises of debt backed by the full faith ang credit of the govemment.

Beaufort County’s Qutstanding Debi
June 30, 2008 and 2008

Govemmantal Acfivities Buslnesygg'e Activilles Total
) 2009 2008 2008 2008 2009 2008
General Obligation Bonds $ 158,305,000 § 177,515,000 ] - $ - § 158,305,000 § 177,515,000
TIF Revenue Bonds 60,575,000 62,760‘900 - - 60,575,000 62,760,000
Bond Anticipation Noles 48,755,000 - - - 48,755,000 -
Loan Payable to General Fund - .. 1,682,837 1,762,774 1,682,537 1,762,774
" Capital Leases 178.390 210,081 . 178,390 210,091

Total Outstanding Debt $.268.815300 §, 240485001 $__16B2537 $_1762774  §.270405007 . 242.247.B65
Major outstanding debt events during the current fiscal year Included the following:

+  In March 2008, the County issued $48,755,000 of bond anticipation notes bearing an inferest rate of 1.75% with 2 maturity date of
March 2010. $28,755,000 of the proceeds of the bond anticlpations notes were used for various County construction projects and
equipment, while the other $20,000,000 of the progeeds of thess-bonds were used for the County's rural and critical lands projects.

+ ln March 2009; the County Issued $5,000,000 In general obfigation bonds bearing interest rates of 2.5% to 3% and with varying
maturity dates through 2012, The proceeds of these bonds were used for various County projects.

s In January 2009, the County paid $18,690,000 in principal of its 2001 general obligation bonds in a partial bond refunding, which
related fo the $17,530,000 20078 County general obligation bong borrowing in the 2008 fiscal year,

«  Between November 2008 and January 2009, the County was able 1o repurchase $1,670,000 of its Biuffion TIF bonds in open-
market transactions. This allowed the County to pay down a total of $1,875,000 of principal related to these bonds in the 2009 fiscal
year, '

o Lastly, there was $25,465,823 in debt service principie paid during the fiscal year,

The Counly maintains an underlying, uninsured “AA+" bond rating from Standard & Poor's Rating Group, an underlying, uninsured "Aa2" bond
rating from Moody's Investors Service, and an underlying, uninsured “AA-" bond rating from Fitch for its most recent general obligations bonds,
Additionafly the County maintains an underiying, 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 stalutes limit the amount of general obligation debt a governmental entity may issue to & percent of ils total assessed valuation less debt
Issued by referendum and debt issued and pald by other sources. The cumeni debt limitation for the County is $143,581,243. Besuforl

County was $85,910,785 under this legal limit al June 30, 2009. However, the County plans to refinance its 2009 bond anticipation notes
within the next fiscal years, which would bring Beaufort County to $37,155,785 under the legal iimkt al June 30, 2009.

Additional information on the. Counly’s fong-tem debt ¢an be found in note § on pages 51 through 59 of this repori.
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BEAUFORT COUNTY, SOUTH CAROLINA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

¢ The unemployment rale for Beaufort County was 9.1 percent at June 30, 2009, which is an Increase from & rale of §.2 percent 8
year ago. This compares favorably with the State of South Carolina’s average unemployment rate of 12.1 percant at June 30, 2009
and the national average unemployment rate of 9.5 percent at June 30, 2008,

«  The housing market downlurn continued to affect the County during the 2009 fiscal year, however the downtum 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.

All of these factors were considered in preparing Beaufort County's budget for the 2010 fiscal year.

During the 2009 fiscal year, unreserved, undesignated fund balance in the general fund decreased by $212,628. No fund balance of the
general fund has been approprialed for spending in the County's 2010 fiscal year original budget.

REQUESTS FOR INFORMATION

This financial report Is designed to provide a general overview of Beaufort County's finances for all these with an interestin the govemment’s -
finances. Questions concerning any of the Information provided in this repo or requests for additional financial information should be
addressed fo the Finance Department, Post Office Box 1228, Beauforl, SC 29801-1228.
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BEAUFORT COUNTY, SOUTH CAROLINA

ASSETS
Cument Assets

Cash and Equily in Pooled Cash and Investmsnts

Receivables, Net

Due from Other Govemments
Due to General Fund
Advances from General Fund
Note receivable

Inveniories

Prepaid Expenditures

Noncurrent Assets .
Equity in Pooled Investments
Advances from General Fund
Note receivable

Capital Assets
Non-Depreciable
Depreciable

Total Assels

LIABILITIES

Liabilities
Accounts Payable
Accrued Payroll
Accrued Compensated Absences
Accrued Interest Payable
Cunrent Portion of Long Term Debi
Due to Others
Deferred Revenues

Long Term Liabllities
Acchnued Compensated Absances
Net Other Postemployment Benefits Obligation
Long-Term Obligations

Tolal Liabllities

NET ASSETS

Invested In Capital Assels, Net of Related Debt
Restritted for Debt Service

Unrestricted (Deficit)

Total Net Assets

STATEMENT OF NET ASSETS
June 30, 2009

Exhibit 1

Governments! Business-Type
Actlivitles Activitles Totals
$ 178,282421 % 1,643,030 179,925,451
6,793,102 429,844 7,222,943
9,638,746 . 9,538,746
1,777,945 {4,777,945) .
44,115 {41,116) .
47,143 - 47,443
46,727 225,754 272,481
820,534 855 830,368
197,356,733 480,420 107,837,153
12,003,300 - 12,003,300
1,682,537 (1.682,537) -
1,337,143 - 4,337,143
15,022,080 {1.882.537) 13,340,443
123,729,225 14,474,445 138,203,670
163,704 928 8599723 172,394 851
287,524,153 23,074,168 310,658,321
| 495,903 866 21,872,051 621,775017
13,038,373 346,214 13,384,587
3,425,636 138,887 3,564,603
156,422 6,497 160,919
3,516,209 - 3,515,209
56,352,954 ¢ - 66,252,954
1,098,631 . 1,098,631
5822 - 5,622
71,591,937 490,578 78,082,515
2,853,013 104,455 3,057,468
5,538,451 270,354 6,200,805
212,460,438 . 212,460,435
221,362,900 374,809 221,727,708
288,944 837 865,387 298 810,224
82,426,443 23,074,168 108,500,611
34,763,370 - 34,763,370
83 769,216 (2,067,504) 84,701,792
4
5 200,953,029 1 § 21,008,664 291,965,693

The accompanying notes are an integral pan of these financlal statements,
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BEAUFORT CQUNTY, SOUTH CAROLINA
STATEMENT OF ACTIVITIES
-For the Year Ended Juns 30, 2009

Program Revenues

Charges for Operating Grants Capilal Grants
Expenses Services and Contributions and Contributions
Functions/Programs

Goverimental Activities
Generai Government $ 33,883,983 $ 16,717,090 % 1,362,951 $ 500,000
Public Safety 49,000,928 7,193,599 694,857 1,824,359
Public Works 19,920,007 3,125,389 320,718 1,799,607
Public Health 12,227,572 479,704 4,828,507 -
Public Welfare 4,935,787 22,429 398,003 -
Cultural and Recreation 16,947,113 1,098,497 441,894 -
Interest 410,906,551 - - hd
Total Govemmental Activities 144,911,941 28,636,708 8,046,928 4,223,866

Business-Type Activities
Stormwater Utility 3,027,852 2,845,833 - -
Lady’s Island Alrport 1,129,236 535,016 - 527,315
Hilton Head Airport 2478,208 1,473,958 124,881 459,096
Total Business-Type Aclivitles 6,635,398 4,854,807 124,881 986,411
Totat $ 151547337 § 33,491,515 $ 8,171,809 $ 6,210377

General Revenues & Transfers
Property Taxes
Sales Taxes
Grants and Contributions Not Restricted
Unrestricted Investment Eamings
Miscellansous

Total General Revenuss & Transfers
Change in Net Assets

Net Assets, Beginning |

Net Assets, Eading

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

Net {Expense) Revenue and
Changes in Net Assets

Primary Govemment
Govemmental ‘Business Type
Activities Activities Totals
$ (15,303,942) § - $ (15,303,942)
(39,278,113) . (39,278,113)
(14,674,235) - (14,674,295}
(6,919,361) - (6,819,361)
(1,615,355) . (1,515,355)
(15,408,722) - (15,408,722)
{10,806,551) . {10,906,551)
(104,004,339) - {104,004,339)
- {182,119) (182,119)
- {66,905) (66,805)
(420,273) (420,273)
- (669,297) (668,297)
$  (104,004,339) $ {668,297) $  (104,673,636)
$ 92,725,822 $ - $ $2,725,922
30,440,867 - 30,440,867
10,353,360 10,353,360
3,728,745 58,803 3,788,548
2,758,685 9,354 2,768,038
140,007.578 69,157 140,076,736
36,003,240 (600,140) 35,403,100
164,955,789 21,606,804 186,562,593
3 200,959,029 $ 21,006,664 3 221,985,693
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ASSETS
Cash and Equity in Pooled Cash and Investmente

Receivables, Net '
Due from Gther Govemments

Due to General Fund

Advanceas from General Fund

Note receivable

Prepaid Expenditures

Total Assets

LIABILITIES AND FUND BALANCE
L iabllities

Accounts Payable

Accrued Payroll

Due to Others

Deferred Proparty Tax Revenue
Deferred Revenue

Total Liabilities

_FUND BALANCE
Reserved for Encumbrances
Reserved for Capltal Projects
Reserved for Debt Service
Reserved for Advances to Other Funds
Unhreserved

Fotal Fund Balance

Total Liabilities and Fund Balance

BEAUFORT COUNTY, SOUTH CAROLINA
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2005

County Wide

Ganeral - 2009
Obligation Naw River Bond Anticipation

General Bonds TIF Bonds Notes
§ 21,681,786 $ 2,871,008 § 16800448 § 18,887,667
4,395,065 211,662 - -
1,827,292 28 - -
1,777,945 - - -
1,723,852 . - -
- 1,384,286 - -
745,456 . . .
§ 32,151,196 $ 4,486,882 $ 16,800,448 $ 18,887 667
$ 6,257,449 $ - 3 -8 1,628,358
2,947,065 - - -
819,269 - - -
1,187,269 105,450 - -
11,211,052 105,450 - 1,628,358
445,080 - - 10,333,732
- - - 6,925,577
- 4,361,432 16,800,449 -
1,723,652 - - -
18,771.412 : - . - .
20,940,144 4,361,432 16,800,449 17,259,308
$ 32,151,198 $ 4,466,882 $ 16,800,448 8 18,887,667

The accompanying notes are an integral part of these financial statements,
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Reasl 2008 Nonmajor Total
Sales Tax Property Bond Govemmental Govemmental
Projects __ Program Projects Funds Funds
$ 32,864,273 $ 19,011,102 $ 11,980,640 $ 66,174,145 $ 180,271,068
- - - 1,964,804 6,571,621
6,818,262 - . 893,164 9,538,748
- . - - 1,777,945
- - - .- 1,723,852
) . - - - 1,384,286
- . - 12,352 757,808
$ 39,682,535 3 19,011,102 $ 11,980,840 $ 69,044,655 $ 212,025126
$ 1,339,710 $ - $ 30,129 $ 3,465,988 $ 12,721,634
11,698 - - 464,848 3,423,612
- - - 278,362 1,098,631
- - - 62,572 1,355,291
- - - 5,622 5622
1,351,409 - 30,129 4,278,392 18,604,790
15,953,730 - 214,146 1,885,062 28,831,750
22,377,396 19,011,102 11,736,365 14,795,535 74,845 975
- - - 13,601,489 34,763,370
- - - - 1,723,652
. . - 34,484,177 53,255,589
38,331,126 19,011,102 11,850,511 54,766,263 193,420,336
$ 39,682,535 $ 19,011,102 $ 11,980,640 $ 68,044,655 $ 212,025,126
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A jehn bout lies an the beach at Pritchard's Islond. The island is owned by the Univers
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stay in.the island*s onily cubin to.enjop-ohn experigice on a pristine barsier island.




BEAUFORT COUNTY, SOUTH CAROLINA
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET ASSETS
June 30, 2008

Total Govammental Fund Balances (Exhibit 3)
Amounts reporied for govemmental activitles in the statament of net assets are different because:

Capltat assels used in govemmental activities are not financial resources and, therefore, are
not reported in governmental funds ($287,524,153 less internal service fund balance of $205,801)

E Other long-term assets are not available fo pay for current period expendilures and, therefore,
are reported as defsired in govermmental funds - property taxes
Intemal service funds are used by management to charge the costs of fleet services to
individua! funds.. The assets and fiabilities of the tntemal service fund are included In
governmental activities in the statement of net assels.

L.ong-term lizbilities, including bonds payable, are not due and payable in the curvent period
and, therefore, are nof reported in govemmental funds ' p
Accrued Interest Payable |
Current Portion of Long Tarm Deht
Accrued Compensated Absences (§3,108,435 less Intemal service fund balance of $4)
Ne! Other Post Employment Beneﬁts Obligation- ($5 839,451 less !ntemal servioe fund baiance of §5,019)
Long-term oblcgahons : ;

Net Assets of Govsmmental Adtivities .

The accompanying noles are an integral part of these financial statements,

-32-

Exhibit 3
Continued

§ 193,420,336

287,318,352

1,355,201
236,602

(3,515,299)
(56,352,854)
(3,108,431
(5.834,432)

212,460,436

$ 200.9'59.029




BEAUFORT COUNTY, SOUTH CAROLINA
 STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2008

County Wide
General 2009
Obligation New River Bond Anticipation
General Bonds TIF Bonds Notes
Ravenues
Property Taxes § 74,049,850 $ 6671181 $ 7.488830 % -
Licenses and Pemits 2,787,597 - - .
Intergovernmental 9,084,132 146,580 - 204,801
Charges for Services 10,181,054 - - -
Fines and Forfeitures 1,063,709 - . -
Interest 1,033,426 748,147 79,437 260,126
Miseellaneous 1,081,778 . - - -
Totat Revenues’ ‘ 99,271,546 7,565,908 7,269,267 464,827
Expenditures
Cuirent
General Govemment 21,048,036 - - -
Public Safety 40,265,774 - - -
Public Works 15,382,335 - - -
Public Heatth 6,151,809 - - -
Public Welfare 932425 - - -
Cultural and Recreation - 13,354,314 . - -
Debt Service - Principal ’ i - 22,610,000 310,000 -
Debt Service - Interest and Fees . 6,770,048 1,979,458 -
Capital Projects : - - - 7,677,527
Total Expenditures ‘ 96,145,793 29,380,048 2,289 459 7,677,527
Excess of Revenues Over {(Under) Expenditures 3,125,753 (21,814,140) 4,979,808 (7.212,600)
Other Financing Sources (Uses)
Issuance of Bonds - - - 28,755,000
Transfers In 869,682 4,367,956 - 2,848,678
Transfers Out : (2,812,282) - - {3,254,971)
Fotal Other Financing Sources (Uses) {1,942,600) 4,367,956 - 28,349,707
Net Change in Fund Balance 1,183,153 (1 7‘446,184) 4,979,808 21,137,107
Fund Balance at the Beginning of the Year 19,756,991 21,807,616 11,820,641 {3,877,798)
fund Balance at the End of the Year '8 20,840,144 $ 4,361,432 $ 16,800,448 $ 17,258,308

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

-33.




Real 2006 " Nonmajor Totals
Sales Tax Property Bond Governmental ~ Govemmental
Projects Program Projects Funds Funds

$ . - - - § 4340430 § 82,251,201
- - . 5,501,828 8,288,425

30,440,867 500,000 266,876 12,441,865 53,065,121

d - - 4,352,487 14,633,641

- . - 280,826 1,354,535

503,382 174,922 98,607 825,898 3,728,745

- - - 1,840,547 2,932,325

30,944,249 674,922 366,483 29,697,681 176,154,983

- - - 5,088,074 26,138,110

- - 5,376,636 45,642,410

- - - 1,806,376 17,298,711

- - - 7,018,749 12,170,658

- - . 523,772 1,456,197

- - - 626,380 13,980,694

- - - 2,475,000 25,395,000

- - - 2,289,782 11,039,289

16,332,042 4,794 005 1,976,565 8,203,847 38,983,986
16,332,042 4,794,005 1,976,565 33,509,616 192,105,055
14,612,207 (4,119,083) (1,610,082) {3,911,935) (15,950,072)

- 20,000,000 - 5,000,000 53,755,000

519,689 . 3415,778 5,300,064 17,631,847
- - (38,268) (11,526,326) (17,631,847)

819,689 20,000,000 3,377.610 {1.217,262) 53,755,000
15,431,896 15,880,917 1,767,428 {5,129,187) 37,804,928
22,809,230 3,130,185 10,183,083 69,885,460 155,615,408
$ 38,331,126 19,011,102 11,850,511 $ 64,766,263 $ 1§31420.336

Exhibit 4
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BEAUFORT COUNTY, SOUTH CAROLINA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2009

Total Net Change in Fund Balances - Govemmental 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 statemaent of activities
the cost of those assels are allocated over their estimated useful lives and reported as depreciation
expense. This is the amount by which capital outiay excluded depraciation in the curent paried
Capital Qutlay
Depreciation

In the statement of activilies, the loss on disposal of capital assets is reported, Conversely,
governmental 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 nat considered "avallable" revenues in the governmental funds
Increase in Defersed Property Taxes

The issuance of long-tem{ debt (bonds, feases) provides current financial resources 1o governmental
funds, while the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds, Neither transactions has any affect an net assets

Issuance of Long-Term Bonds and Bond Anticipation Notes

Bond Principal Payannts

Capttal Lease Principal Payments

Some expensés reported in the statemant of activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in governmental funds

Decrease in Accrued interest
Increase in Accrued Compensated Absences
Increase in Other Post Employment Benefit Cost

Elimination of internal service fund capital assets less the internal service fund's change in net assets

Change in Net Assets of Governmental Activities

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

37,804,928

41,690,228
(12,407 855)

{173,640)

474,631

(63.755,000)
25,385,000
31,701

132,738
(349,365)
(2,689,709)

{150.418)

s 36003200




BEAUFORT COUNTY, SOUTH CAROLINA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Revenues
Property Taxes
Licenses and Permits
Intergovernmental
Charges for Services
Fines and Forfaltures
interest
Miscellansous

Total Revenues

Expenditures
General Govemment
Public Safety
Public Works
Public Heaith
Public Welfare
Cuttural and Recreation

Total Expenditures

Excess of Revenues Over (Under) Expenditures
Other Financing Sources (Uses)

Transfers in
Transfers Out

Total Other Financing Souress (Uses)
Net Change in Fund Balance

Fund Balance at the Beginning of the Yeat

Fund Balance at the End of the Year

BUDGET (GAAP BASIS) AND ACTUAL
GENERAL FUND

For the Year Ended June 30, 2008

Exhibit 5

The accompanying notes are an Integral part of these financial statements.
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GENERAL

Variance
with Final Budget

Original Final Posttive

Budgat Budget Actual ~{Negative)
$ 76,643,504 3 76,643,504 74,049,850 $ (2,593,654)
4,164,073 4,164,073 2,787,687 {1,378,478)
8,895,480 8,895,480 9,084,132 168,652
11,718,496 11,718,486 10,181,054 {1,637,442)
894,475 884,475 1,063,708 169,234
922,746 922,746 " 1,033,426 110,680
456,600 456,600 1,091,778 635,178
103,695,374 103,685,374 98,271,546 (4,423,828)
23,175,720 23,307,182 21,048,036 2,258,146
41,264,839 41,035,968 4Q ,285,774 770,104
16,933,829 15,923,633 15,392,335 531,208
5,280,148 5,156,111 5,151,908 4,202
1,014,875 1,014,675 932,426 82,250
13,808,918 13,860,962 13,354 314 506,648
101,476,130 100,298,531 96,145,793 4,152,738
2,219,244 3,396,843 3,125,753 {271,090)
856,500 1,586,500 869,682 (716,818)
{3,075,744) (3,716,980) (2,812,282 904,698
(2.219,244) (2,130,480) (1,942,600} - 187,880
- 1,266,383 1,183,153 (83,210)
18,756,991 18,756,991 19,756 991 -
$ 18,756,991 $ 21,023,354 20,840,144 3 (83,210)




'ASSETS
Current Assels

Cash and Investments with Trustee

Receivables, Net
Iinternal Balances
Inventories
Prepayments

Total Curent Assets

Capital Assets
‘Accumulated Depreciation

Total Assets

LIABILITIES
Liabifities
Account Payable
Accrued Payroll
Accrued Compensated Absences
Due to General Fund
Curmrent Portion of Advance
from Qeneral Fund
Total Current Liabllities

Long Term Liabliities
Accrued Compensated Absences
Net Other Postempioymant
Benefits Obiigation
Advance from General Fund
Total Long Term Liablities

Total Liabilities

NETASSETS

Invested in,Capltal Assets, Net
of Related Deabt

Unrestricted (Deficity

Total Net Assets

BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

June 30, 2009

Exhibit 6

. Intemal
Business-Type Aclivilies - Enterprise Funds Service Fund
Stormwater Lady's Istand Hilton Head
" Ultility Airport Airport Totals Garage
$ 1642458 3 372 % 200 % 1643030 $ 14,653
82,042 35,160 312,638 428,841 221,481
- (240,000) 240,000 . -
165,047 60,707 - 225,754 46,727
208 184 462 855 71,728
1,888,756 {143,577) 553,301 2,299,480 354,587
2,626,676 4,082 948 23,624,582 30,334,108 417,789
(1,164,057) {625,426) (5,470,455) {7,259,938) _{211,988)
1,462,519 3,457,522 18,154,127 23,074,168 205,801
$ 3352275 § 3313845 $ 18707428 § 25373848 & 560,388
65,235 70,128 210,851 346,214 316,739
89,780 5,425 43,662 138,867 2,024
3,501 105 1,891 5,497 -
p 206,800 1,571,145 .+ 1,777,945 -
- - 41,115 41,115 -
158,516 282,458 1,868,664 2,308,638 318,763
86,528 1,985 35,942 104,455 4
192,852 5,019 72,483 270,354 5,019
- . 1,682,537 1,682,537 -
259,380 7,004 1,780,862 2,057,346 5,023
417,89 289,462 3,659,626 4,366,984 323,786
1,462,519 3457522 18,154,127 23,074,168 205,801
1,471,860 (433,038 {3,108,325) {2,067.504) 30,801
$ 2934379 $ 3024483 § 15047802 § 21006664 S 236,602

The accompanying notes are an Integral part of these ﬁ;\ancial statements.
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Exhibit 7
BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
For the Year Ended Juns 30, 2008

Intemal
Business-Type Activities - Enterprise Funds ) Service Fund
Stormwater Lady's Island Hiton Head
Utility Airport Airport Tolals Garage
Operating Revenues
Garage Biflings $ - 8 - - $ -8 - % 1871681
Fuel and Off Sales - 415,834 - 415,834 2,566,608
Stormwater Ulility Fees 2,587,030 - - 2,587,030 -
Stormwater Ulifity Project Billings 258,803 . - 256,803 .
FBO Ground Lease - - 34,331 34,331 -
FBO Gonoessions - - 38,722 38,722 ' .
FBO Fuet Comission -, - 886,141 86,141 -
Concession Sales - 6,278 - 6,278 -
Firefighting Fees - . 333,731 333,731 .
Landing Fees . 14,554 164,011 178,565 .
Parking/Vaxi Fees . . 32,505 32,505 -
Rentals . - 98,350 570,526 768,878 .
Hanger Rentalg ' - - 111,631 111,681 -
TSA Revenuss - - 124,881 124,881 .
Other Charges - . 2,360 . 2380 817
Total Operating Revenuss 2.845,833 535,016 1,598,839 4,979,688 4,459,206
Operating Expenses .
Costs of Sales and Services - 278,845 - 278,845 2,413,764
Personnel . 1,895,869 111,540 964,510 2,971,819 48,371
Purchased Services 429,826 403,803 519,098 1,052,728 1,805,086
Supplles 417,313 10,567 T 43,529 471,408 12,287
Bad Debt Expense - 4,911 5,000 9,811 -
Depreciation 284,944 57,302 620,816 963,081 25.376
Total Operating Expenses . 3,027,952 566,968 2,152,853 5. 747,873 4,405,904
Operating Income (Loss) {182,118) (31,952) (554,114) (768,185) £3,302
Non-Operating Revenués (Expanses)
FAA Grants - 527,315 459,088 986,411 -
Non-Operating Grant Expenditures - {562,288) (237,842) (800.110) -
Gain (Loss) on Sale of Capital Assels 8,354 - - 9,354 -
tnlerest Eamed 30,751 - 29,052 59,803 -
Iiterest Expense . - (87,413) {87.413) -
Total Non-Operating Revenues {Expenses) 40,105 {34.953) 162,893 166,048 -
Change in Nat Assets {142,014) (66,805) (391,221) (600,140) 53,302
Net Assets, Beginning, as Restaled 3,076,393 3,081,388 15,439,023 21,606,804 183,300
Net Assets, Ending 3 2,834,378 3 3,024,483 $ 15,047,802 $ 21,006,664 $ 236,602

The accompanying notes are an inlegral part of these financial slatements.
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Exhibit 8

Sheet 1
BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended Juns 30, 2008
internal
Business-Type Activities - Erarprise Funds Seivice Fund-
Starmwater Lady's tsland Hilton Head
Utllity Ajrport Almport Tolsls Garsge
Cash Flows from Operating Activities:
Cash Recefvad from Customers and Users $ 3,134,903 $ 583,07 $ 1,795,148 $  5494,066 $ 4,551,184
Cash Paid to Employees {1,746,451) (108,484) (918,407) (2,773,342) {47,199)
GB;h Paid to Suppliers (861,953) (304,138) {462,174} _{1,628,283) {4,491, 501)
528,489 150,387 415,565 1,082,481 12484
Gash Flows fiom Capita and Related ' -

Financing Activilies:

FAA Grants - 527,315 459,096 986411 -

SCAC Grants . . . - -

Nen-Operating Grant Expenditures - (562,268) (237,842) (800,110) -

" Transfers Qut - - (35,816) {35,918) .

Proceeds from Sale of Capital Assets 15,002 - - 15,002 -

Purchase of Capital Assels [320,557) (115,444) (503,418) {939,418) -

‘Principal Payment on Dabt - - {39,122) {39,122) . -

intarest Pald on Debt - - (87.419) (87,418} - -

{305,555) {150,397) {444 617) (800,569) .
Cash Flows from invasting Activities: '

Interest Eamed 30,751 - 28,052 59,803 -
Net Increase in Cash and Cash Equivaients 251,685 - - 251695 - 12,484
Cazsh and Cash Equivalents, July 1, 2008 1,390,763 372 200 1,391.336 2,169
Cash and Cash Equivalents, Juns 30, 2009 § 1842458 5 372 $ 200 $ 1,643,030 $ 14 653

The accompanying notes ard an integral part of these financial statements.
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Reconclliation of Operating tncome to Nel Cash
Fiows from Operaling Activities:

Operafing Income {Loss)

Adjustments fo Reconclle:
- Depreclation .

Changes In Assets ang Liabllities:

(increase) Decrease in Accounts Recaivable
(increase) Decrease in Inventories
(increass) Dacrease In Other Current Asseis
Increass {Decrease) in Accounts Payable
Increase (Dacreass) in Adcured Payroll
Increase (Decrease) in Accrued
Compénsated Absences
tncrease (Decreass) In Net Other
Postemployment Benefits Obligation

Net Cash Flow from Opersting Activities

Exhibit &

Sheet 2
BEAUFORT COUNTY, S0UTH CAROLINA ’
STATEMENT OF GASH FLOWS
PROPRIETARY FUNDS
For the Year Endad June 30, 2009
Intemal
Business-Type Activiliss - Enterprise Funds Service Fund
Stormwater Lady's tsland Hilton Head
Uttity Airport Alrport Totals Garage
$  {182119) $ (31,852 $ (554,114} $ (768,185) 53,302
284,944 67,302 620,815 963,081 25376
289,070 32,812 166,389 488,371 91,878
(55,945) (1,182) - (57,137) 88,323
{209) (184) (462) (855) .
41,340 80,455 136,834 268,629 (248,267)
26,098 503 5,997 32,588 91
25,572 334 6,783 32,686 (141)
57,748 2,222 33,323 133,203 2,232
423,674 125,047 348,864 897,685 (68,194)
$ 526499 § 150,397 $ 415,585 $ 1082481 12,484
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BEAUFORT COUNTY, SOUTH CAROLINA
STATEMENT OF FIDUCIARY NET ASSETS
AGENCY FUNDS
June 30, 2009

ASSETS
Cash and Equity in Pooled Cash and Investments

Total Assets

LIABILITIES
Due {6 Agency
Total Llabilities

The accompanying notes are an integral part of these financial statements,
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$ 91,078,517
91,078,517
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Palicies

* The financlal statements of Beaufort County, South Carolina, have been prepared in conformity with accounting principles {GAAP)

generally accepted in the United States of America as applied to governmental unité. The Governmental Accaunting Standards Board
(GASB) Is the accepted standard-setting body for establishing govammentat accounting and financial reporting principles. The County
also applies Financlal Accounting Standards Board (FASB) statement and interpretations Jssued on or before November 30, 1889 to s
governmental and business-type acivities and fo its propristary funds provided they do not conflict with or contradiet GASB
pronouncements. The more significant of the government's ancbunting policies are described below.

Reporting Enilty

Beaufort County operates under the Council/Administrator form of government with Councli members elected for four-year
terms from each of the eleven single-member districts. This reportincludes all funds of Beaufort County that are controlled by
this governing body, and are consldered 10 be the “reporting entity” known as Beaufort County.

Govemmeni-Wide Financial Statements

The statement of net asseis and the statement of activitles display information about the County as awhole. These statements
include the financial activities of the primary govemment, except forfiduciary funds. Forthe most part, the effect of interfund
activity has besp removed from the statements. The statements distinguish between those aclivities of the County that are
governmental and those that are congidered business -type aclivities.

The statement of net assets presents the financial condition of the governmental and business-type activities for the County at
- ysar-end. The s!atérnent of activities presents a comparison batwesn direct expenses and program revenues for each program
or function of the County’s governmental aciivities and for the business-type activiiies ofthe County. Directexpenses are those
thal are specifically associated with a service, program, or depariment and therefore dlearly identifiable to a particular funclion,
Pragram revenues include charges paid by the reciplent for the goods or services offered by the program, granis and
contributions that are restricted to meeting the operational or capital requicemenits of a particular program, and interesieamed
on grants that is required to be used to suppot a paricular progiam, Revenues which are not classified as program revenues
are presented as beneral revenues of the County, with certain limiled exceptions. The comparison of direct expenses with
program revenues identifies the extent to which each business segment or governmenie! funciion is self-financing or draws

from the general revenues of the County.

Fund Financiat Siatemenis

Ouring the year, the County segregates transaclions related to cetain County functions or activities in separate funds In orderto
aid financlal management and to dernonstrate legal compliance. Fund financial stalements are designed to present financial
information of the County at this more detalled tavel, The focus of governmentat and enterprise fund financial statements Is on
major funds. Each major fund is presented in 8 separate column. Nonmajor funds are aggregated and presented in 2 single

column,

Measurement Focus Basis of Accounting, and Financial Statement Presentation

The government-wide financial stalements are reporied using the ecanomic resources measurement focus and the accrual
basis of accounting, as is the proprietary fund, The fiduciary fund financial statements are reported using no measurement
focus and the accruel basis of accounting, Revenues are recorded when earned and expenses are recorded when a liabllity is
incummed, regardiess of the timing of ralated cash flows. Property taxes are recognized as ravenues in the year forwhich they
are levied, Grants and simijar ltems are recognized as revenue as soon as al eligbility requirements imposed by the provider
have been met.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Policles ~ Coniinuad:

Governmental fund financlal statements are reported using the curmen! financial resources measurement focus and the modified
accruel basis of qccounﬂng. Revenues are recognized as soon bs they are both measurable and avallable, Revenues are
considered to be available when they are collectible within the current perlod or soon enough thereafter to pay Habilities of the
current peried, Forthis pumpose, the government considers revenues to be available if they are collected within 60 days of the
end of the current fiscat period.. Expendltures generally are recorded when a llabillty is incurred, as under accrual accounting.
However, debl service expenditures, as well as expenditures related fo compensated absences and claims andjudgments, are
recorded only when payment is due,

Properly taxes, franchise laxes, licenses, and interest associated with the currenl f}s[ period are all considered to be
susceptible to accrual and so have been recognized as revenues of the cument fisca! period. Al ofher revanue flems are
considerad to be measurable and available only when cash is received by the government.

The government reporls the following major governmental funds:
The general fund Is the government's primary operating fund. It accounts for ali financial resources of the general
government, except those required to be accounted for in another fund.

The county wide general obligation bond fund accounts for the expenditures of the bond proceeds of the bonds
issued for various capital profects throughout the County.

The New River TIF bonds fund accounts for ihe expenditure of the bond proceeds of the bonds issued for the
improvements within the TIF district. These Improvements include the new river campus for the Universlty of South
Carolina-Beaufort and the south campus for the Technical Coliege of the Lowcountry.

The 2009 bond anticlpation notes fund accounts for the expenditure of bond proceeds of the notes Issued for various
capital projects throughout the County.

The sales tax projects fund accounts for the expenditure of the 1% local sales tax referendum proceeds which are
used for varlous capital projects throughout the County. :

The real property purchase program fung accounts for the expendiiure of bond proceeds of the bonds issuedfor the
purchase of rural and critical tands within the County,

The 2006 bond projects fund accounts for the expenditures of the bond prooceeds of the bonds Issued for various
capital projects throughout the County.

The County reports the following major enterprise funds:
The stormwater utility fund accounts for the activities of the County's stoﬁnwate'r utility operations,
The Lady's Istand Airport fund accounts for the activities of the County's aimorn operations on Lady’s Island.

The Hilton Head Istand Alrport fund accounts for the activities of the County's aliport operations on Hilton Head
{sland.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Summary of Significant Accounting Policies ~ Cantinued:

The County reports the following major Internal service fund:
The garage fund accounts for the activities of the County’s garage operations.

Additionally, the govemment reporis the following fund types:

Special Revenue funds

The special revenue funds are used to account for the proceeds of specific reverue sources {otherihan
special assessments, or major capital projects) that are {egally restricted to expanditu;es for specified

purposes.

Debs Service Funds

Debt service funds are used to account for the accumutafion of resources for, and the payment of, general
long-term debt principal and interest.

Capi roj n
Capital projects funds are used o account for financial resources to be used for the acquisition or
construction of major capital facifities.

" Agency Funds
The agency funds account for monles held on behall of schoo! districts, specla} districis, and other

agencles thal use the County as s deposttory or property taxes are collected on behalf of the other
povermments, These funds are custodial in nature and do not involve measurement of resulls of

operations.

As a general rule the effect of interfund aclivity has been eliminated from the government-wide financial statements. Exceptions to this
general rule are charges betwsen the government's garage funclion and various other funciions of the govemment. Elimination of these
charges would distort the direct costs and program revenues reported for the various funclions concemed.

Amount reporied as prog)am revenues inckide (1) chiarges to customers or applicants for goods, services, o privileges provided, (2)

operaling grants and contributions, and (3) capial grants and contributions. Internally dedicated resources are repotied as general
revenues rather than as program revenues, Likewise, genaral revenues include al} taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating Hems, Operating revenues and expenses generally
resull from providing services and producing and delflvering goods in connaction with a proprietary fund's principal angoing operations.
The principal operating revenues of the Gounly enterprise fund are charges to customers for sales and services, Opsrating expenses for
enterprise funds include the cost of sales and services, adminisirative expenses, and depreciation on capiial assets, All revenues and
expenses not meeting this definltion are reported as nonoperating revenues and expenses.

When both restricted and unrestricled resources are available for use, it is the govemment’s policy to use restricled resources first, then

unresiricled resources as they are needed.




BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Summaty of Significant Accounting Poficies — Coplinved:

Net Assals - Net assets represent the difference betwsen assets and liabilities. Net assets invested in capital assets, net of related debt
consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowing used forthe acquisition
construction or improvements of those assets. Net assets are reported as restricted when there are limiations imposed on theiruse either
through the enabling legistation adopted by the County or through extemal réstriction imposed by creditors, grantors, laws, or regulations
of other govemments. Net assets Invested in capital assets net of related debt were as follows:

Governmental Business-Type

Net Capial Assets $ 287,524,163 $ 23,074,168
tass: Curtent Portion of Long Term Deabt {56,352,954) -
Long Term Obligalions {212,460,436) -

Agt Unspent Bong Proceeds: 2009 Bond Anticipation Notes 17,259,308 -
Real Property Program 19,011,102 ' -

Capital Projects Funds 15,484,758 -

2006 Bond Projects 11,850,511 -

[3 82 426 443 $ 23074 168

Deferred revenue - Deferred revenue arises when assels are recognized before revenue recogniion criteria have been satisfied. On
governmental fund financial statements, receivables that will not be collected within the available period have also been reporied as

deferred revenue.

Equlty in Pooled Cash end investments - The County maintains a pooled cash ant investment account for all funds for accounting and
inveslmenlpurp&ses. This gives the County the ability to invest idle cash for short periods of time and o eam the most favorable avallable
rate of retumn, The "equity in pooled cash and invesiments” represents the amount of pooied cash and Investments owned by each fund of
the Counly. Certain individual funds may reflect a cash deficit, from time {o time. These cash deficits are not considered an equly
transfer since the transfer has not been approved by County Council and is considered to be temporary in nature.

investments - Invesiments consis! of certificates of deposk and repurchase agreements. With the majority of the County’s investmenls
maturing in less than 1 year, ali investiments are racarded at cost, which approximates fair value.

Receivables - All recelvables are reporied al their gross value and when appropriale, are reduced by the estimated portion that is
uncoliectible.

inventories - Inventories consisl of fuels and supplies (enterprise Junds) and are stated at the lower of "first-in, first-out™ cost or market.

Capiial Assels - Capilal assets purchased or acquired with an original cost of $3,000 or more are reported at historical cost or estimated
historicai cost. Contributed assals are reported at fair market value as of the date recsived. Additions, improvements and other captia!
outlays thal significantly extend the useful life of an asset are capitaiized, Other costs incurred for repairs and maintenance are expensed
8s incurred. Depreciation on all assets is calculated on the straight-line basis starting In the month of purchase/complation over the

following estimated usefu) lives;

Bulldings 25 years
improvements 25 years
Infrastructure 25 years
Equipment 5=10years
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BEAUFORT COUNTY, SOUTH CARDLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Poficies ~ Conlinued:

Long-Tenn Obligations - in the government-wide financtal stalements and proprietary funds financial statements, long-term debt and other
long-term obligetions are repored as liabilities in the applicable government activilies, business-type activilies, or proprietary fund fype
statement of net assets, Bond premiums and discounts are deferred and amorized over the life of the bonds using the effective interest
method. Bonds payable are reportad net of applicable bond premium or discount. Bond issuance costs are reported as deferred charges

and amorized over the term of related debi.

In the funé financia! statements, governmental fund types recognize bond premiums and discounts, as well as bond Issuance costs, during
the current petiod. The face amount of debl issued is reported as bond proteeds. Premiums recelved on debt issuances are reported as
interest on invesiments while discounts and issuance costs are reporied as Interest and fees expenditures.

Compensated Absencas - The County accrues compensated absences and associated employee-related costs when eamed by the
employee. '

Due to and from unds lahees - Interfund receivables and payables In the fund financial slatements and intemal
balanees in the government-wide financial stalements arise from interfund transactions and are recorded by all funds affected in the
period in which transactions are executed. As a genaral rule, the effect of inleriund activity has been eliminated from the

government-wide financial statements.

Revenues~ Substantiaily all govemmental fund revenues are acetued. Property taxes are billed and collected within the same period in
which the taxes are levied.

Expenditures - Expenditures are recognized when the related fund liabikity is incurred:

Use of Fstimales ~ The preparation of financial statements in conformity with generally accepted accounting principles requires
managemen! to make estimates and assumpfions that affect the County's financial position and results of operations and disclosure of

contingent assels and liabilities. Aclual resuits ¢ould differ from those estimates.

Budaets and Budgetary Accounting - The County uses GAAP as the basis for its budgeting and uses the following procedures in
estabiishing lhe budgetary data reflected in the financial statements:

{1 The County Administrator submlts lo County Coungll, priot to June 1, proposed operating, special revenue, debtservice, and
capital improvement (CIP) budgets for the fiscal year commencing July 1. The operating, special revenue, debl serviee, and
: CIP budgets include proposed expenditures, revenues, and financing sources.

{2) The Council requires such ehanges lo ba made as it deems necessary, pravided the budget remains in balance and s subject
to the notice of hearing requirements of Section 4-8-140 of the South Carolina Stalutes.

(3 Public heatings are held pursuant to Section 4-9-140 of the South Carolina Stalutes in order for the Councll fo adopt the
tentalive and final budget.

4) Prior fo July 1, the operating, special revenue, debt service and. CIP budgets are iegally enacled through passage of an
ordinance sefting forth anflclpated revenues and appropriations by fund,
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Summary of Significant Accounting Palicies — Confinued:

©)

®

o

®

The County Administrator or his designes is authorized to transter funds among operating actounts or among capital accounts
within a depariment. Alltransfers over $10,000 befween depariments and programs or belween operaling and capilal accounts
must be suihorized by the Council in accordance with Section 4-8-140 of the South Carolina Statutes. In accordance with
County Ordinance #2006/44, Seclion 12, amounts of $10,000 or tess can be approved by the Councll Chalrman andfor Coundi!
Finance Committee Chalrman; transfers of $5,000 or less can be approved by the County Administrator and/or his designee.

Formal budgetary integration is employed as a measurement conirol device for all govemmentat funds of the County, The
County has legally adopled budgets for alt funds with the exception of the foliowing: Clerk of Court Discretionary, Sheritf's
Restricted Drug Award Trust, Gift Store Program, Sheldon Rehabilitation Project, Library Trust, Librety Special Trust, PALS

Bluffest, and Administration Bulkling Renovations.

Budgats for the governmental fund types are adopled on a basls consisient with generally accepied accounting principles,

Revenues in excess of the current budget ordinance may be expended as direcled by the revenue source orforthe purpose for
which the funds were generated without further approval by County Gouncil, as per Sedlion 14 of County Ordinance #2006/14.

Cash and Equity in Pocted Cash and Investments
Custodial Credit Risk - Deposils

Custodial credit risk Is the risk that In the event of a bank fajlure, the County’s deposits may not be returned. The County does nothavea
daposit policy for custodial credit fisk. At June 30, 2008, the carrying amount of the County’s deposits was $20,317,560 and the bank
balance was 325,661,837, State taw requires that all of the County's deposits be coverad by FDIC Insurance or by collateral held by the
pledging financial institutions’ trust department in ihe County's name.

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

investment maturities _(In years)

Falr Less than
Investment Type Vatue , 1 1-5
Certiflcates of Deposit $ 1,000,000 § - $ 1,000,000
US Treasury Obligations 8,984,467 8,994,467 -
US Government Agency Obligations 248 457,377 237,454,077 11,003,300
258,451,844 246,448,544 12,003,300 -

South Carolina Local Govemnment .

Invesiment Pool . 4,237,864 4,237,864 -

$282680.708  $250.5B6.408 $12,003.300

{nterest Rate Risk

The County does nol have a formatinvestmen! policy that limils Investment maturities as a means of managing its exposure to fairvalue

losses arising from increasing interest rates,
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Cash and Equily in Pooled Cash and Investiments — Continied-

Credi Risk
The County has no investment policy that would further limi its Invesiment choices other than state law. As of June 30, 2008, the

underlying security rtings of the County’s investment in the South Carolina Local Government Invesiment Poo! (LGIP) may be obtained
from the LGIP's complete financial stalements. LGIP Is rated AAA for long-ferm unsecured debt and A1+ for short-term notes by Standard
& Poor's. These financiai statements may be obtained by wriling to the foliowing 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 Aa2 by Moody’s investors Services.

Concentralion of Credi! Risk
The County places no limit on the amount the County may invest in any one Issuer. As of June 30, 2009, the County had investments with

{hree issuers that exceeded 5% of total investments.

Receivablies/Due from Other Governments/Note Recelvable

All property taxes recelvable are shown net of aflowances for uncoliectibles. The County considers alltaxes to be collectible; therefore, no
allowance for uncolleciibles has been establishad,

The following datails receivables -net by fung:

County Wide
General Nonmajor
General Obligation Governmental
_ Fund Bonds Fund
Property Tax Receivable $ 2,388,242 $ 211,562 % 125,948
Licénses and Fees Receivable 595,127 - 1,070,246
Accounts Receivable - Other 1.411.686 - 768,800
$.4.395 065 §__211,562 $._1,.864.904
' internal
Stomwater Lady's tsland Hilton Head Service Fund
Litility Aiport Airpert Garaqe
Property Tax Recejvable 3 - $ - ) - 8 -
Licenses and Fees Receivabie 82,042 35,180 312,638 221484
Accounts Recelvabie - Other . - . . .
$ 82,042 $__.-35160 S 212,630 $_.-221.481
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
Fot the Year Ended June 30, 2008

Receivables/Due from Other Governments/Note Recelvable ~ Confinued:

Key dates in the property tax cycle for tax year 2008 are as follows:

Assessment Date 2004

Property Taxes Levied Augus! 25, 2008
Tax Bills Rendered Oclober 28, 2008
Proparty Taxes Payable . March 18, 2009
Delinquency Date March 17, 2008
Tax Sale Dates October 5-6, 2008

The following detaifs the due from other governments by fund:

County Wids
General Nonmajor
General Obligation Sales Tax  Governmental
Fund Bongs . Projects =~ __Funds
State Aid to Subdivisions % 1,753,338 $ 28 % . $ -
General Government Programs 73,954 - - 181,081
Public Safety Programs - - : - 250,388
Pubiic Works Programs - ’ - 5,818,262 156,933
Alcohol & Drug Programs . . - 66,688
Disabilities and Special Needs Pragrams - - - 36,313
Public Welfare Programs - . - 40,405
Cuttural & Recreational Programs - - - 81,829
79,637

2002 Bond Projacts - . .
‘ $.1.827.202 $__ 28 $__6818262  $_B93.164

In November 2006, the County issued $17,500,000 in General Obligation bonds bearing interest rates of 3.5% to 8.0% and with varying
maturities through 2026. The Technical College of the Lowcountry's portion of this bond is $1,500,000,

The following reflects the fulure minimum payments receivable at June 30, 2008, under this note receivable:

Fiscal Year

Ending - Amouni
2010 5 105,927
2011 108,563
2012 110,781
2013 113,057
2074 115,168
20152019 ' 530,068
2020-2024 605,089
2025-2026 244,714
Total minimum note payments 1,890,377
Less Amount Representing Interest (606,081)
Presentvalue of minimum nete payments 1,384,286
Less current portion (47.443)
Long-term portion $._ 1,337,143
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

4, Capligl Assels

Governmental Adlivitles

Balance Disposals Balance
June 30, 2008 Additions or Transfers Jupe 30, 2008

Capital Assets not Being Depreciated:
Land & Easements $ 75884513 § 4,777,001 $ - $ 80,661,514
Constructian in Progress 15.160,362 36,004,808 8,087,458 43,067,711
Total Capltal Assets not Being Depreciated 91,044,875 40,781,809 8.087.459 123 225
Other Capital Assets: : '
Buildings & Improvements 130,351,883 952,555 - 131,304,438
Infrastructure 71,743,908 2,330,840 - 74,074,746
Equipment 42613.238 - 5491308 1,605,046 46,489,498
Total Other Capiial Assets 244,709,027 8,774,701 1,605,046 ° 251,878,682
Accumuiated Depreciation -~ .

Buildings & Improvements 43,325,276 5,124,970 - 48,450,246
Accumulated Depreciation — :

Infrastructure 5,898,082 2,940,429 - 8,830 411
Accumulated Depreciation -

Equipment . 27.883,p47 4,342 456 1,431,406 30,704,087
Tota Accumutated Depreciation 77,107.305 12.407 856 1431406 88,083,754
Other Caphtal Assets, Nat 167601722 {3.633.154) 178640 _ 183,784,928

Governmental Activities Capital Assets, Nel $__258.648,697 $_ 37248655 A $_8.274.096 $.262,524 163
For the capital assets of the govermental aclivities, depreciation’is comptrted on the straight-line method of deprecialion over the
estimated usefu! fives of the assets, which range from five to twenty-five years. Depreciation expense for the year ended June 30, 2009

was $12,407,855 and the accumulated depreciation as of June 30, 2000 was $88,083,754.

The depreciation expense was allocaled as follows:

General Govemment $ 2,719,646
Public Safety 3,938,510
Public Works 3,608,320
Public Health 109,050
Public Welfare 192,028
Cuttural and Recreatlon 1,840,301
Total $12.407.855
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANGIAL STATEMENTS

Capital Assels ~ Conlinued:

Business-Type Aclivilies

For the Ysar Ended June 30, 2008

Balance Disposals Balance
June 30, 2008 Additions or Transfers June 30, 2008

Capital Assels not Being Deprecialed: i
Land & Easements $ 13,802,425 $ . $ - $ 13,802,425
Construction In Progress 53 169 618,861 - 672,020
Total Capital Assets not Being Depreciated _ 13,855,584 618,861 - 14,474,445
Other Capital Assets:
Buildings & Improvements 11,508,124 - - 14,508,121
Equipment 4,156,329 320,557 125,346 4,350,640
Total Other Capltal Assets 15,664,450 320,557 125,346 15,869,661
Accumutated Depreciation ~

Buildings & Improvements 4,281,998 460,365 - 4,742,363
Accumulated Depreclation -

Equipment 2134578 502,696 110,699 2.517,575
Totat Accumuiated Depreciation 6416576 963,081 119,699 7259938
Other Capltal Assets, Nel 0,247,874 (642,504} 5547 . 8.500,723
Business-Type Activities Capital Assels, Net $.23,103 458 S (23 643) $ e 04T $..23,074,168

For the capital assets of the business~type activities, depreciation is computed on the siraight-line method of depreciation over the
sstimated useful lives, which range from five lo twenty-five years, of the assels. Depreciation expense for the year ended June 30, 2009

was $963,061 and the accumulaled depreciation as of June 30, 2009 was $7,259,938.

The depreciation expense was allocated as follows:

Stormwater Utility 284,944
. Lady’s island Airport 57,302
Hilton Head Aliport 620,815
Total $..863.061
tong-Temm Obligations
’ Govemmentat
Activities
Genéral Obligation Bonds $ 168,305,000
TiF Revenue Bonds 60,575,000
Bond Anticipation Notes 48,755,000

Advances from General Fung
Capitat Leases

-51 -
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Business-Type
Aclivities

$ -
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Long-Term Oblinations. Continued:

General Obligation Bonds

In April 2001, the Couniy Issued $30,000,000 in General Obligation bonds, bearing Interest rates of 4,.375% to 5.25% and with varying
maturity dates thfough 2020, The proceeds of these bonds were used as follows: $10,000,000 for the purchase of real property programs
as approved by referendum in November 2000, $40,000,000 to pay the bond anticipation notes Issued May 2000, and $10,600,000 for
various County projects including the purchase of telecommunications equipment, the construction of sdditional faciliies for the Detention
Ceqter. the construction of additional hangars al the Lady's Island Airport, and for other govermmental projects within the County.

in May 2002, the Counly issued $25,400,000 in General Obligation bonds, bearing Inferest fates of 3.0% 16 4.875% and wiih varying
maturity dales through 2022, The proceeds of these bonds were used as follows: $10,850,000 to pay off the outstanding bonds and
related costs of the 1993 General Obligation issue and $14,000,000 for various County projecis to include the purchase of
telecommunicalions equipment, improvements {o various county parks, construction of solid waste drop off centers, and for other

government cohetruction projects within the County,

In June 2003, the County Issued $25,500,000 in General Obligation bonds, bearing interest rales of 2.0% to 5.0% and with varying
maturities through 2023, The proceeds of these bonds were used as follows: $10,000,000 for the purchase of real property program as
approved by referendum in November 2000, $5,000,000 for paving and improving roads within the County, and $10,500,000 for various
County prpjects inciuding the purchase of telecommunications equipment, Improvements to various County parks, and {or other

governmentai construction projects within the County.

In November 2004, the County Issued $30,600,000 In General Obligation bonds bearing Interest rates of 3.0% to 5,0% and with varying
maturities through 2025. The proczeds of these bonds were used as follows: $20,000,000 for the purchase of real propsrty program as
approved by referendum in November 2000, and $10,500,000 for various County projects Including the purchase of various publicworks
and public safety vehicles, improvements to various County parks, and for other governmental construction projects witkin the County,

In November 2006, the County issued $17, 500,000 in General Obligation bonds bearing interest rates of 3.6% to 8.0% and with varying
malurities through 2026. The proceeds of these bonds were used for various County projects.

In December 2008, the County issued $30,000,000 in General Obligation bonds bearing interest rates of 4.0% lo 6.76% and with varying
maturities through 2026, The praceeds of these bonds were used to "pay off” the County’s Bond Anficipation Notes of $25,000,000 and
provide additional funds for the construction of the Biuffton Parkway Project,

In September 2007, the County issued $25,500,000 of General Obligation Bonds baaring inferest rales of 4,0% to §.0% and with varying
maturlty dales through 2027. $20,000,000 of the proceeds of these bonds was used for the County’s rural and critical lands projects, as
approved by referendum in November 2008, and the remaining $5,500,000 of the proteeds of these bonds was used for the Buckwatter

Parkway extension.
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BEAUFORT COUNTY, SOUTH CAROLINA
' ' NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Long Tesm Qbligations ~ Continued:

In October 2007, the County issued $17,530,000 of General Cbligation Bonds bearing interest rates of 4.0% to 5.0% and with varying
maturity dates through 2020. The proceeds of these bands were used for refunding a substantial portion of the 2001 County Bonds.

In tMarch 2008, the County Issued $5,000,000 of General Qbligation Bonds bearing interest rates of 2.6% to 3.0% and with varying ’
maturity dates through 2012. The proceeds of these bonds were used for various County projects.

Tha 2001, 2002, 2003, 2005, 2008, 20068, 2007, 20078, and 2009 general obligation bonds are collateralized by the full faith and credi of
the County and are payable from ad valorem taxes,

General obligation bonds acsounted for in the County's Statemsni of Nat Assets consist of the following at June 30, 2008:

i _ Ralesand - Original Oulstanding
* Deseription ..Dales Maturity Issue al June 30, 2008
2004 Counly Bonds 4.375% - 5,26%
211 and 81 2020 30,000,000 3,000,000
2002 Courty Bonds ' 3.0% - 4.875% :
211 and 81 2022 25,100,000 13,475,000
2003 County Bonds 2.0% - 5.0% ) .
2/tand81 . 2023 25,500,000 20,850,000
2005 County Bonds 3.0% - 5.0%
: . 211 and 81 2025 30,500,000 28,500,000
2006 County Bonds 3.5% - 8.0%
* .3/ and 911 2026 17,500,000 16,150,000
20068 County Bonds 4.0% - 6,75%
3/ and 9/1 2026 30,000,000 28,900,000
2007 County Bonds 4.0% - 5.0%
31 and 9/ 2027 25,500,000 25,075,000
20078 County Bonds 4.0% - 5.0% ’
2/1 and 8/ 2020 17,530,000 17,255,000
2009 County Bonds 2.5% - 3.0%
3/1 and 91 2012 5,000,000 6,000,000

$206.630.000 $.158,305.000
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Long Term Obiigations — Continued:

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

Fiscal 2001 2002 2003 2005
Year County County County County
Ending Bonds Bonds Bonds Bonds
2010 $ 1,602,060 $ 2,587,025 $ 1,803,250 $ 1,808,875
2011 1,588,850 2,568,525 1,828,313 1,795,375
2012 - 1,311,525 1,853,563 1,781,875
2013 - 4,113,681 1,966,563 1,917,250
2014 - 1,113,718 2,029,083 1,897,750
2015-2018 - 5,613,950 10,492,065 11,687,750
2020-2024 - 3,401,881 8,356,626 22,384,250
2025-2027 - - - 3123750
Total 3,200,910 17,510,306 28,375,443 46,393,875
Less Amount
Representing interest 200,910 4,035.306 7,625 443 16,783,875
Net $_3000000 $13475000 $20850000  $.28.600,000
Fiscal 2006 20068 2007 20078
Year County County County County
Ending Bonds Bonds Bonds =~ __Bonds
2010 $ 1,235,813 $ 1,817,250 $ 1,514,031 . $ 781,900
2011 1,266,563 1,888,250 1,623,031 785,300
2012 1,292,563 2,057,250. 1,727,031 2,368,500
2013 1,319,000 2,121,250 1,826,031 2,363,300
2014 1,343,625 2,181,260 1,920,031 2,350,700
2015-2019 6,884,125 11,923,250 10,489,155 11,576,400
2020-2024 7,089,376 | 14,370,000 11,715,156 2,267,200
2025-2027 2,820,000 5,734,125 2,467,251 -
Total ' 23,221,064 42,293,625 38,281,717 22,483,300
Less Amount

Representing Interes! 7,071,064 13,393,625 13,206,717 5,238,300

Net . 516350000  $28800000 $25075000  $.17.255000




BEAUFORT COUNTY, SQUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
Forthe Year Ended June 30, 2009

Long Termn Obligations — Continued:

Fiscal 2008

Yaar County

‘Ending Bonds Total
2010 "§$ 311,500  $13,561,704
01t 1,960,625 15,415,832
2012 3,090,000 15,328,307
2013 - 12,627,075
2014 - 12,836,138
2015-2019 - 68,666,695
2020-2024 . 69,551,488
2025.2027 . - 19,145,326
Tolal 5362,126 227,132,365
Less Amount

Representing interest 362,125 67,827,365
Net $5,000.000  $169.305.000

Total interest paid on bonds outstanding for the year ended June 30, 2009 was §7,835,598.

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

Fiscal Year

" __Ending Amount
2010 . $ 6,705,000
2011 8,825,000
2012 9,055,000
2013 6,670,000
2014 ' 7,130,000
2015-2018 45,525,000
2020-2024 57,545,000
2025-2027 ' 17,850,000
Total $ 159305000

Tax tncrement Financlng Revenue Bonds

In December 2002, the County lssued $40,000,000 in Tax therement Financing Revenue Bonds for the New River TIF District, bearing

interest rates of 3.0% to 5.5% and with varying maturities through 2027, The proceeds of these bonds were used to provide infrastructure
and other improvements within the Tax Increment Financing District, including buildings for both the University of South Carolina -
Beaufori and the Technical College of the Lowesuniry, which the County owns.

In November 2003, the County issued $23,680,000 in Tax increment Revenue Bonds for the Bluffton FIF District, bearing interest rates of
2.0% to 6.0% and wilh varying maturities through 2028. The ptoceeds of these bonds were used o pay the oulstanding bond articipation
note and {o provide infrastructure improvernents within the Tax tncrement Financing District.
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BEAUFORT COUNTY, SOUTH CAROQLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Long Term Obligations ~ Continued:

The foilowing is 8 schedule of the debt service requirements:

>
Fiscal Year

Ending
2010
2011
2012
2013
2014
2015-2019
2020-2024
2025-2028

Total
L.ess Amount Represeniing Interest

Net

New River
TIF

2,546,463 $

2,813,262

2,893,463

3.172,350

3,349,950
17,760,475
18,324,100
11,233,000
62,193,063
22653063

$33.240.000

Bluffton
TIF

1,403,600
1,489,150
1,576,275
1,734,275
1,905,276
10,558,275
11,463,750
4,163,250
34,279,850
12,044 850

$21.335000

Total interest paid on bonds outstanding for the year ended June 30, 2009 as $3,092,802,

Bond Anticipation Notes

In March 2008, the County issued $48,755,000 in Bond Anticipation Notes bearing an interest rate of 1.75% and with & maturiiy of March

Total

3,950,063
4,302,412
4,568,738
4,903,625

5255225

28,318,750
29,787,850
15,386,260

86,472,813
35,897,913

$E0,576,000

10, 2010. The County intends to refinance the Bond Anticipation Notes into General Obligation Bonds in fiscal year 2010,

Advances from General Fund

in September 2007, the County issued a niole for §1,800,000 for the balance owed for the construction of hangers at the Hilton Head

Istand Alrport. The nole was payable in quarterly payments of $31,634, including interest at 5.0 % through June 2032,
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Long Tem Obligations - Continued:

Annual reguirements to amortize the advances from general fund outstanding at June 30, 2008, are as follows;

Fiscal
Year Loan Payable
' _Ending to General Fund Principal Interest
2610 $ 12653 $ 41115 3§  B6420
201 126,535 43,210 83,325
2012 126,536 45411 81,124
2013 | 126535 47,725 78,810
2014 126,535 50,156 76,378
2015-2019 632,674 201,813 340,861
2020-2024 632,674 374,115 258,559
2026-2029 632,674 479,629 153,045
2030-2032 370,603 350,478 29,125
Tota! §.2910300  § 1723662  $_L1RA64B

Capital Leases

As of June 30, 2008, the County has one lease-purchase agreement to purchase communication equipment witha lease term of 10 years
and an interest rate of 3,85%, The communication equipment under this capisl lease Is included in the equipment in Note 4,

The following is a schedule of future minimum lease payments under Ihls capitat lease, topether with the present value of nel minimum
lease paymenis at June 30, 2008.

Fiscal Year
Ending Amount
2010 . L4 40,000
2041 40,000
2012 40,000
2013 40,000
2014 40,000
Total 200,000
Less Amount Representing interest 21,810
Net . $._ 1782390
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
Forthe Year Ended June 30, 2008

Long Term Obligations « Continued:

The Counly records capital lease payments as current year expendiiures In the fund to which the lease applies. The liability for capital
leases and the associated assets are recorded.

Totalinterest paid on capital lzases for the year ended June 30, 2008 was approximalely $8,259 which was recortied as expendiiure inthe
Speclal Revenue Fund for E-811 equipment.

Govemmental Activities Changes in Long -Tern Obligations

Balance Balance
June 30, 2008 Additions Relirements June 30, 2608
General Obligation Bonds $ 177,515,000 $ 5,000,000 $ 23,210,000 $158,305,000
TiF Revenue Bonds . 62,760,000 - 2,485,000 60,575,000
Bond Anticipation Notes - 48,755,000 - 48,755,000
Capital Leases 210,081 - .31.701 178,350
Totals $ 240,485 091 $_563.756.000 $..25426,701 $268 813,390
Businsss-Tyne Activitles Changes In Long -Tem Obligations
Baiance Balance
une 30, 2008 ~Additions Relirements June 30, 2009
Advances from General Fund $__1.762.774 3, : §._ 39122 51723652
Combined Changes in Long-Tem Obligations
Balance Balance
June 30. 2008 Addifions Retirements June 30, 2008
General Obligation Bonds . §177,615,000 $ 5,000,000 § 23.210,000 $158,305,000
TiF Revenue Bonds 62,760,000 - 2,185,000 60,575,000
Bond Anticlpation Notes : - 48,755,000 - 48,755,000
Advancas from General Fund 1,762,774 - 39,122 1,723,652
‘Capital Leases 210,091 - 31,701 178,380
Tolals $242.247 868 $_53.755.000 $.26.466,873 $270.537,042
58




BEAUFORT COUNTY, SOUTH CARCLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Long Temn Obligations - Continued:
Current Portion of Long Temm Obligations

The current portlon of long term obligations is compuled as follows:

General Obligations Bonds $ 6,705,000
TIF Revenue Bonds 860,000
Bond Anlicipation Notes 48,755,000
Capilal Leases 32,954

$ 56,352,954

Accrued Compensaled Absences

The County considers accrued compensated absences o be reporied as a cument and long term liabiiity.

Govermnmenial Aclivities Changes in Current and Long -Term Obligations

Balance . Belance Amount Due
June 30, 2008 Additions Retirements June 30, 2009 in One Year
$_2764087 54105366 $.3761016 §__3108435  $_156422

iness-Type Aclivities Changes in Curreni and Long -Te bli

Balance Balance Amount Due

Jupe 30, 2008 Additions Relirements June 30, 2009 in One Yest
$—__76566  $.__ 160649 $__ 127016  §___100952  §__5487

Inferfund Transfers/ Due to General Fund

Interfund transfors (infout) were used 1o move resources toffrom other funds In accordance with budgetary authorizations, or other
requirements. These transfers were permanent in nature and as such there are nol any anficipated repayments. The foliowing

inferfund transfers were made during the year ended June 30, 2008.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Interfund Transfers/ Due to General Fund- Confinued:

Reginjent Fund Transferring Fund Amoynt

General Fund  * Nonmajor Special Revenue Funds $ 869,682
County Wide General Obligation Bonds MNonmajor Special Revenue Funds 4,065,988
County Wide General Obligation Bonds Nonmajor Debt Service Funds 301,867
2009 Bond Anticipation Notes Nonmajor Caphal Project Funds 1,885,170
2009 Bond Anticipation Noles Nonmajor Speelal Revenue Funds 964,508
Sales Tax Projects Nonmajor Special Revenue Funds 819,689
2006 Bond Projects Nonmajor Capital Project Funds 160,807
2008 Bond Projects 2008 Bond Anficipation Notes 3,264,971
Nonmajor Special Revenue Funds General Fund 2,812,282
Nonmajor Debt Service Funds Nonmajor Speciar Revenue Funds 2,316,514
Nonmajor Capital Project Funds * 2006 Bond Projects 38,268
Nonmajor Capilal Projects Funds Nonmajor Capital Projects Funds 142,000
$..12.631.847

ue to Geperal Fund

Due to general fund also included $1,777,845 at June 30, 2009 for advances for certain operaling expenses of the airport enterprise fund.

Operating Leases

The County leases carlain office space and machinesy and equipmentunder cancelable operating leases. Under the lerms ofthe lease
agreements, the County's obligation to continue rental obligations Is confingent upon the continued apprapriation of funds by the County
for that purpose. Totel rental expenses for the year ended June 30, 2008 were approximately $510,000.

The following is a schedule of minlmum commitments for operating lease payments:

Fiscal Year
Endina . Amount
2010 $ 478,007
2011 _ 219,275
2012 78,887
2013 8,774
2014 12
2015-2026 125
Total 4 '$ 786170
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Defemed Compensation Plans

Alt stale and local govemment employees can participate in a deferred compensation plan created in accordance with Interal Revenus
Code 457, The plan, administerad by the state public employee refirement system through & state approved nongovernmental third party,
pemits governmental employees lo defer 2 portion of their salary until future years. The deferred compensatlon is not available to an
employee until termination, retirement, death, or unforeseeable emergency. Contributions by empisyses under the 457 program folaled
$284,874 for the year ended June 30, 2008, There are no employer contributions made by the County to this pian. Participant account

balances are nat included in these financiai siatements.

County employees may participale in a 401(k) or 2 Roth 401 (k) deferred compensation plans available lo state and local govemmehlal
employees through the state public employes refirement system, The 401(k) and Roth 401{k) programs are administered by a state
approved nongovernmental third parly. Contributions by employees under the 401(k) and Roth 401(k) programs fotaled $816 414 and
$10,778, réspectively, for the year ended June 30, 2008, There are ho empioyer coniributions made by the Gounty to these plans,
Parlicipant account balances are not included in these financial statements.

Refirement Plans

The Govemmental Accounting Standards Board (GASB) issued Statement No. 27 entitled Accounting for Pensions by State and Local
Government Employees in Novemnber 1994. This Statement was amended with the Issuance of GASB Statement No. 50entitied Penslon
Disclosures~ an amendment of GASB Statements No. 25 and No, 27 in May 2007, The following information Is provided i order o mest

the disclosure requirements prescribed in paragraph 20 of GASB 27 and paragraph 7 of GASB 50.

Substantially all full ime, permanent Counly employees are required by law (Tifle 9 of the S, C. Cade of Laws) fo participate in statewide,
cos! sharing mulliple-employer defined benefit pension plans administered by the State Refirement System. Generally all employees, with

_ the exception of law enforcement personnel and certain others, participate in the South Carolina Retirement System {SCRS). Law
_enforcement personnel and ceriain other employses parficipate In the South Carolina Police Officers Relirement Systery  (PORS).

Both the South Carolina Relirement System and Police Officers Retirement System ofer relirement and disability benefits, costof living

" adjustments on an ad-hoc basls, fe Insurance benefils, and survivor benefits. The Plans’ provisions are established under Tille 9 ofthe

SC Code of Laws.

A Comprehensive Annual Financiat Report contalning financial statements and required supplementary informetion forthe South Carolina
Retirement System and Police Officers Refirement Syslem Is issued and publicly available by writing the South Carolina Retirement

System, P.O, Box 11960, Columbia, SC 29211 -1960,
Adiuarially established employer contribution rates are as follows:

Retirement Program
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Unfunded Actidental Life
Accrued Degth Insurance
Normal Liabliity: Program Progrem Totat
-SCRS 5.00% 4.24% N/A A5% 9.39%
PORS 8.43% 2.22% .20% 20% 11.05%
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NOTES TO THE FINANCIAL STATEMENTS
Fart the Year Ended June 30, 2008

Retirement Plans — Continued:

Coniribulion rates are developed by the SCRS and PORS using the entry sge normal cost method. The normal contribution rale to cover
current cost has been determined as a level percentage of payroll. A market relaled value of blan assels is used for acluarial valuation
purposes. Galns and losses are reflected in the unfunded acerued liabllities thal are being amoriized by regulas annual confributions as a
leve! percent of payrol! within & 30 ~year period, assuming 4.25 % annual payroli growth for SCRS ang PORS,

All employers coptribute at the actuarially required contribution rates,

Contribulion Information: SCRS PORS
Covered Payrol} $34,401,193 $ 16516394
Employee Contributions 2,223,001 1,073,566
Employee Coniribution Rate {Based upon Salary) . B.50% 6.50%

Employer Contribution Rate; iciudes Group 9.39% © 11,08%

Life Coverage in both SCRS and PORS and
Agcidental Death Coverage in PORS (Based upon Salary)

The County's employer ¢contribution to the SCRS for the years ended June 30, 2009, 2008 and 2007 were $3,230,276, $2,966,288, and
$2,309,121, respsctively, which are equal to the required contributions. .

The County's employer contribuiion to the PORS for the years ended June 30, 2008, 2008 and 2007 were 51,825,061, $1,608,117. and
$1,458,815, respectively, which are equal to the required contributions.
Vesting Requirements:

With five years of service, an employee is eniilfed to a deferred annuity commencing at age 65 underthe SCRS and at age 55 under the
PORS.

Relirement Benefits:

Retiremen! benefits of padicipanis in the SCRS and ihe PORS are cumently detemmined 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 quariers of salary (d'ivlde by 3),
¢  Multiply the amount by 1.82%.
o Multiply the results by the total months of creditable semvice.

¢ Divide resulis by 12.
PORS - The retirement benefil at age 85 or 25 years' service is generally delermined consisten! with the aforementioned SCRS
formula, excep! that the average salary Is multipliad by 2.14% for Ciass {I members,

R
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2003

Retirement Plans - Cositinued:
Early Retirement - SCRS

Ags Senvice required " Basly Refiremént Penalty
atleast60 - None 5% for each year of age under 65
55 25 4% for each year of service under 28

Full formula retirement Is available with 30 years of service, regardless of age, or age 65,
There are no early relirement 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 fuli formula benefi{ with no reduction,

Emplayees eligible for service retirement may pariicipate in the Teacher and Retiree Incentive Program (TERi). TERI participants msy
retire and begin accumulating setirament bensfits on & deferred basls without terminating employment for up 1o five years, Upon
terminstion of employment or al the end of the TER| period, whichever is earlier, participants will begin recelving monthly serviee
retirement benefits which will include any cost of living adjustments granted during the TERI pericd. Becausa pariicipants are considered
retired during the TERI pericd, they do not make SCRS contributions, do not eamn service credf, and are ineligible to receive group life
insurance benefits or disability retirement benefits. Effective July 1, 2008, TER! parlicipants who entered the program before July 1, 2005
do nd! have to contribule SCRS as long s they are covered under the TERI program,

Disability Retiremen

JIn 6rder to receive Disability Retirement benefils, an employee must have 5 years of crediied service unless the injury is job related.

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

in compensation.

Aceidental Death Program

Under [his provision of the PORS, an annutty is provided 1o the surviving spouse (or the specified beneficiary) of 8 member whose death
was while in performancs of duty. The annuity would equal 50% of members’ compensation at {he time of death.

Group Life lnsugn_c_g' Benefits

A lump-sum payment equal 10 one year- § salary is payabie to the bensficlary upon the death of an active member with atleast one ysar of
service. There Is no service'requirement for death resulfing from actual performance of duties. Lump-sum payments of up to $6,000
(SCRS and PORS) are payable o a refiree’s bensficiary based upon years of service at refirement, '

Withdrawal of Empioyee Contribution

Accumulated-contributions and credited interest payable are paid within 6 manths but niot less than 90 days afer termination of all covered

efnployment.
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BEAUFORT COUNTY, SOUTH CAROLINA
' NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended Jure 30, 2009

Retirement Plans ~ Continued:

Pos! Retirement Increase

Annualincreases in retirement benefits are calculated at 4% per year, provided the Consurner Price index (CPI) for the prior calendar year
was 3% or higher, fthe CP| s less than 3%, CPi s granted. Increases are approved annually subject to complisnce with funding policy.

Statewide Plan Actuarial information

The South Carolina Refirement Systems do not determine separate measurerents of assels and pension benefit obligations for individual
employers, An actuarial valualldn is performed for the systems annually. No changes in acluatial assumptions or benefit provisions have
otounred subsequent to July 1, 1985. The interest rate assumption for actuarial purposes is 7.25%. An assumption of future COLA
adjustments was. removad (SCRS and PORS) and the methad of valuing assets was changed from book value to a smoothed marke!

value.

The Systems use a projected benefitmethod for actuarial valuafion with level percentage entry age, normal cost and opefi-end unfunded
accrued fiabilty. . At July 41, 2008, based upon the actvarlal method used for funding purposes;

SCRS PORS
Unfunded Accrued Liability 4 10,064,000,000 (3 956,000,000
Liguldation Period 28 years 30 vears

Other Post Employment Benefils (OPEB)

Plan Description

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

Subslantially all employaes who retire under the State retirements plans are eligible to continue thelr coverage with the County paying
100% of the premium for those with 28 or more yeers 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 8, 2008, the County closed these benefits to all employees
hired afier June 9, 2008. As of year-end there were 61 employees who had refired with the Gounty and were receiving health insurence

benefits,

Fundi I

The contribution requirements of plan members and the County are esfablished and may be amended by the County. The required
confribution is currently based on pay-as-you-go financing requirements. For the year endeg June 30, 2008, the County recognized

expenditures of $10,303,704 for current heallhcare premiums.
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BEAUFORT COUNTY, SOUTH CARDLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Other Post Employment Benefits (OPEB) - Conlinued:
Annual OPEB Cost and Net OPEB Obligation

The County's annual OPEB cost Is calculaled based on the annual required contribution of the employer (ARC), an amount actuarlly
determined in accordance wilh the parameters of GASB Statement 45, The ARC represents a level of funding that, If pald on anongoing
basis, is pro;e;ded to cover normat cost each year and amortize any unfunded actuarial lisbilities (or funding excess) over a period not to
exceed 30 years. The following table shows-the components of the County’s annual OPEB cast for the year, the amount sctually

contributed to the plan, and changes in the County’s net OPEB:

Govemnmental

Normal Cost for Current Year $
Amortization of Unamortized Accrued Liabllity

Annuat Required Contribulion (ARC)

interest on Net OPEB Obligalion

Adjustment {0 Annuat Required Contribution

Annual OPEB Cost

Contributlons Made

Increase In Net OPEB Obtigation

Net Obligation — Beginning of Year

Net Obligation ~ End of Year $.—8.839.451

Business-type
$ 88,618
71,504

171,122
6,224
(5,374)
171,972
{38,679)
133,203
137,061

£ 2703584

The County’s annual OPEB cos!, the percentage of annual OPEB cost contribuled fo the plan, and the net OPEB obiigation for the 2008

{iscal year were as follows:

Percentage
Fiscal of Annual
Year Annual OPER Cost Net OPEB
Ending OPEB Cost Contributed Obligation
2009 $2,828,017 27.35% $ 6,209,805

2008 - 3,381,788 0% 3,381,788

Funded Status and Funding Prograss

As of January 1, 2008, the most recent actuarial valuation date, the plan was 0,0% funded. The acluarial accrued liablitty for benefils was
$37.4 million, resulling in an unfunded actuarial accrued liabifity (UAAL) of $37.4 million. The covered payroll {(annual payroll of active
employees covered by the plan) was $54,950,234, and the ratlo of the UAAL o the covered payroll was 72.1 percent.

Actuarlal valuations of an ongoing plan involve estimates of the value of reporied amounts and assumplions aboul the probability of
occumence of events farinto the future, Examples include assumptions about fuiure employment, mortality, and the heatthcare costirend.
Amounts determined regarding the funding status of the pian and annual required contributions of the employer are subject to continual
revision as actual fesults are compared with past expectations and new estimates are made about the future. The schedule of funding
progress, presented as required supplementary information foliowing the notes to the financial slatements, presents multi-year trend
information about whether actuarial value of plan assels is Increasing or decreasing over time relative to the actuarial acerved liabilities for

benefits.
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BEAUFORT COUNTY, 8OUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2009

Qther Post Emplovient Benefits (OPER) — Continusd:

Funded Status and Funding Progtess

Projections of benelils for financial reporting purposes are based on the substantive plan (ihe plan as understood by the employer and the

.plan n"tembers) and include the types of benefits provided at the time of each valualion and the historical pattem of sharing of beneft costs

between the employer and plan members fo {hat point. The acluarial melhods and assumptions used inciude techniques that are
designed to reduce the effects of short-lerm volatility In actusrial accrued liabilities and the actuariai value of. assets, consistent with the

long-term perspecive of the calculations.

in the January 1, 2008 actuarial valualion, the projected unit credit method was used. The acluarial assumptions included a 4.00%
investment rate of return {net of adminisirative expenses), which is the blended rate of the expecied long-lem investmant retums on plan
assets on the County's own investments calculated based on the funded tevel of the plan al the valuation date, and an annual heatthcare
cos! trend rale of 8.00% in 2009 decreasing to the ulfimate rate of 5.00% In 2014, Also, the acluasial assumptions included & 3.75%
annual salary sale increase and 2.5% for an annual inflation rate. The UAAL is being amortized via the level percentage melhod, which
amortizes the UAAL as a constant percent of payroll, The remaining amoriization period at June 30, 2008 was 28 years,

Accrued Compensated Absences and Other Benefits

Effeclive February 15, 1993, Beaufort County adopted a new leave policy for all employees. The TOWRP/SCA policy was repiaced witha
policy granting Personal Leave Days and Personal Disabilily Leave, Under the new policy, employees were entilled to & maximum
Personal Leave batance of 280 hours. Upén fermination, employees will be paid for all unused, unpaid Personal Leave up to this
maximum, The flability recorded at June 30, 2009, to cover unused, unpaid Personal Leave including fringe benefils totaled $3,218,387.

-

The County reports $155,422 as a current liabillty and $2,953,013 as @ long-term tiabllity for govemmental activities, while $6,487 as a
curtent liability and $104 455 as a long-term liability for business-type acliviiies.

Alileave hours accrued in excess of this Personal Leave maximum were accrued tothe employee's Personal Disability lsave account. A
maximum of 360 hours may be maintained in an employee's Personal Disabillty leave account. The only acctualto this balance occurs
when an employee's Personal Leave account exceeds 280 hours, atwhich time excess hours are "rolled over” to the Personal Disability
leave account, Personal Disabliity leave is to be used in the case of an extended or ife threatening iness. This account can only be used
once il accrued hours in the Personat Leave account have baen used o 2 balance of 80 hours orless, The employee must present a
doctor's stalement verifying the disability or Hiness in order to utilize his/er Personal Disabllily leave. Employses with remaining SCA
leave bslances may fatain those balances. The same rules governing the use of Personai Disabllity leave apply to the use of SCA leave.
Upon fermination of employment with Beaufort County, no payment for any unused SCA or Personal Disability leave wiil 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 under the Adt,

and no direct costs are incurred by the County.
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Endad June 30, 2009

Cotfimitrments and Confirgencies

On November 22, 1891, the County entered Into & 20 year lease agreement with the General Services Administration of the U, 8.
Goverament {GSA) for the use of thé former Beaufort County Courthouse buflding by GSA as a Federal Courthouse, Under this
agreement, the County renovated the bullding In'accordance with GSA specifications at an approximate cost of §1,933,744, Finanting
has been arranged for the fuhding of these costs and the County has assigned ali fights and interest in the lease payments from GSA fo
the lender. The terms and required payments on the lease are the same as the terms and required payments on the foan. Afler the
payment of the loan and the end of {he lease term, the asset will rernain as property of the County.

Arbitrage rules - Slate and local bonds Issued after 1984 are subject to arbifrage reslrictions as enacted by lhe Fedsral Government. To
retain the bonds' lax exempt status, local governments must comply with the regulations as adopted by the govermment expend ail of the
bond proceeds within designated periods which could be up to three years. The County is in compliance with all arbitrage rules.

As of June 30, 2009, the County has outstanding construction contracls of $28,831,750,

Risk Management and L itigation

The County is exposed to various risks of losses related 1o torts; thefts of; damage to and destruction of assets; errors and omissions;
injuries 1o employees; and naiural disaster, The Counly manages risk through employee educationat and prevention programs and
through the purchase of casualty and fiability insurance. Al risk management aclivilies are accounted for in the General_Fund. .

For alf of these rigks, the County is a member of the State of South Caroling Insurance Reserve Fund, a public entity-risk peol cusrently
operating as a common risk management and insurance prograni for local povernments. The County pays an annuai premium to the
State Insurance Reserve Fund for its insurance coverage, The State Insurance Reserve Fund is self-sustalning through member

premiums and reinsures through commercial companies for certain claims.

Expendiiures and claims are recognized when it Is probable {hat a Joss has occurred and the amount of the loss an be reasonability
estimated. In determining claims, evenis that might create claims, but for which none have been reponed are considered.

The County i a party 1o several lawsuits which seek to recover property taxes paid under prolest and to overturn property sold at *tax
sales.” The County's attomey estimates that the amount of aciual or potential claims against the County at June 30, 2069 will not
materlally affect the financial conditions of the County. Therefore, the General Fund contains no provision for estimated claims.

‘The County has not sigrilflcantly reduced insurance coverage from the previous year nor has it setfled claims In excess of insurance

coverage for the last three years thal were material,
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BEAUFORT COUNTY, SOUTH CAROLINA
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2008

Fund Equity Deficits and Subsequent Events

At.une 30, 2008, the accommodations tax program fund had a defici balance of $26,108 and the clerk of court fund had a deficit balance
of $164,062. Howsver, these individual accounts are offsef by a pesitive fund balance in the general fund,

After June 30, 2008, the County entered info several operating leases. The lease payments are refiected in the schedule of minimum

commitments for aperating lease payments in Note 8,
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(Date of Delivery)

Beaufort County, South Carolina
Beaufort, South Carolina

BEAUFORT COUNTY, SOUTH CAROLINA
GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C
$8,125,000

We have served as bond counsel for Beaufort County, South Carolina (the “County”) in

connection with the issuance of $8,125,000 General Obligation Refunding Bonds, Series 2010C dated

_, 2010 (the “Bonds”). 1In 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 representations of the
County contained in the Ordinance of the County authorizing the Bonds and the Federal Tax Certificate
of the County dated the date hereof, and in the certified proceedings and other certifications of public
officials and others furnished to us without undertaking to verify the same by independent investigation.
We have assumed that all signatures on documents, certificates and instruments examined by us are
genuine, all documents, certificates and instruments submitted to us as originals are authentic and all
documents, certificates and instruments submitted to us as copies conform to the originals. In addition,
we have assumed that all documents, certificates and instruments relating to the issuance of the Bonds
have been duly authorized, executed and delivered by all parties thereto other than the County, and we
have further assumed the due organization, existence and powers of such other parties other than the
County.

As bond counsel, we have been retained solely for the purpose of examining the validity and
legality of the Bonds and of rendering the specific opinion herein stated and for no other purpose. We
have not verified the accuracy, completeness or fairness of any representation or information concerning
the business or financial condition of the County or the purchaser of the Bonds in connection with the sale
of the Bonds. Accordingly, we express no opinion on the completeness, fairness or adequacy of any such
representation or information,

We refer you to the Bonds and the Ordinance for a further description of the Bonds the purposes
for which the Bonds are issued, the uses of the proceeds from the sale of the Bonds and the security
therefor.

Based on the foregoing, we are of the opinion that, under existing law:

1. The Bonds 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 upon all taxable
property of the County an ad valorem tax, without limitation as to rate or amount, sufficient to pay the
principal and interest of the Bonds as they respectively mature and for the creation of such sinking fund as
may be necessary to provide for the prompt payment thereof.

3. Interest on the Bonds is excluded from gross income for federal income tax purposes and

is not an item of tax preference for purposes of the federal alternative minimum tax imposed on
individuals and corporations; however, such interest is taken into account in determining adjusted current
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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 Bonds 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 Bonds to be included in gross income
for federal income tax purposes to be retroactive to the date of issuance of the Bonds.

4, Under the laws of the State of South Carolina, the Bonds 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 Bonds.

The rights of the owners of the Bonds and the enforceability of the Bonds are limited by
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights
generally, and by equitable principles, whether considered at law or in equity.

We express no opinion regarding the accuracy, adequacy, or completeness of the Official
Statement relating to the Bonds. Further, we express no opinion regarding tax consequences arising with
respect to the Bonds 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 November
18, 2010, is executed and delivered by Beaufort County, South Carolina (the “Issuer”) and Digital
Assurance Certification, L.I.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 15¢2-12 of the United States Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time (the “Rule”).

SECTION 1.  Definitions.  Capitalized terms not otherwise defined in this Disclosure
Agreement shall have the meaning assigned in the Rule or, to the extent not in conflict with the Rule, in
the Official Statement (hereinafter defined). The capitalized terms shall have the following meanings:

“Annual Filing Date” means the date, set in Sections 2(a) and 2(f), by which the Annual Report is
to be filed with the MSRB,

“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.

“Annual Report” means an Annual Report described in and consistent with Section 3 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 MSRB 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 Finance Director, the senior member of the Issuer or his
or her designee, or such other person as the Issuer shall designate in writing to the Disclosure
Dissemination Agent from time to time as the person responsible for providing Information to the
Disclosure Dissemination Agent.

“Disclosure Dissemination Agent” means Digital Assurance Certification, L.L.C, acting in its
capacity as Disclosure Dissemination Agent hereunder, or any successor Disclosure
Dissemination Agent designated in writing by the Issuer pursuant to Section 9 hereof.

“Holder” means any person (a) having the power, directly or indirectly, to vote or consent with
respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through
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nominees, depositories or other intermediaries) or (b) treated as the owner of any Bonds for
federal income tax purposes.

“Information” means the Annual Financial Information, the Audited Financial Statements (if any)
the Notice Event notices, and the Voluntary Reports.

“Notice Event” means an event listed in Sections 4(a) of this Disclosure Agreement.

“MSRB” means the Municipal Securities Rulemaking Board established pursuant to Section
15B(b)(1) of the Securities Exchange Act of 1934.

“Official Statement” means that Official Statement prepared by the Issuer in connection with the
Bonds, as listed on Appendix A.

“Repository” means the Municipal Securities Rulemaking Board through its Electronic Municipal
Market Access (“EMMA”) system at www.emma.msrb.org.

“Trustee” means the institution identified as such or identified as Registrar/Paying Agent 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
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 the MSRB not later
than 210 days after the end of each fiscal year of the Issuer, commencing with the fiscal year ending June
30, 2010. Such date and each anniversary thereof is the Annual Filing Date. The Annual Report may be
submitted as a single document or as separate documents comprising a package, and may cross-reference
other information as provided in Section 3 of this Disclosure Agreement.

(b) If on the fifteenth (15th) day prior to the Annual Filing Date, the Disclosure
Dissemination Agent has not received a copy of the Annual Report and Certification, the Disclosure
Dissemination Agent shall contact the Disclosure Representative by telephone and in writing (which may
be by 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) insiruct 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 Dissemnination Agent that a Notice Event as described in Section 4(a)(12) has
occurred and to immediately send a notice to the MSRB in substantially the form attached as Exhibit B.

© 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 the MSRB in substantially the
form aitached as Exhibit B.
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(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 the MSRB.

(e) The Disclosure Dissemination Agent shall:

(i) determine the address of the MSRB each year prior to the Annual Filing Date;

(i) upon receipt, promptly file each Annual Report received under Section 2(a) with the

MSRB;

(iii) upon receipt, promptly file each Audited Financial Statement received under Section
2(d) with the MSRB;

(iv) upon receipt, promptly file the text of each disclosure to be made with the MSRB
together with a completed copy of the 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.

10.

11.

12.

“Principal and interest payment delinquencies,” pursuant to Sections 4(c) and

4(a)(1);
“Non-Payment related defaults,” pursuant to Sections 4(c) and 4(a)(2);

“Unscheduled draws on debt service reserves reflecting financial
difficulties,” pursuant to Sections 4(c) and 4(a)(3);

“Unscheduled draws on credit enhancements reflecting financial
difficulties,” pursuant to Sections 4(c) and 4(a)(4);

“Substitution of credit or liquidity providers, or their failure to perform,”
pursuant to Sections 4{(c) and 4(a)(5);

“Adverse tax opinions or events affecting the tax-exempt status of the
security,” pursuant to Sections 4(c) and 4(a)(6);

“Modifications to rights of securities holders,” pursuant to Sections 4(c) and

4(a)(7);
“Bond calls,” pursuant to Sections 4(c) and 4(a)(8);
“Defeasances,” pursuant to Sections 4(c) and 4(a)(9);

“Release, substitution, or sale of property securing repayment of the
securities,” pursuant to Sections 4(c) and 4(a)(10);

“Ratings changes,” pursuant to Sections 4(c) and 4(a)(11);
“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;
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13. “Other material event notice (specify),” pursuant to Section 7 of this
Agreement, together with the summary description provided by the
Disclosure Representative.

(v) provide the Issuer evidence of the filings of each of the above when made, which
shall be by means of the DAC system, for so long as DAC is the Disclosure
Dissemination Agent under this Disclosure Agreement.

@ The Issuer may adjust the Annual Filing Date upon change of its fiscal year by providing
written notice of such change and the new Annual Filing Date to the Disclosure Dissemination Agent,
Trustee (if any) and the MSRB, 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: “THE BONDS—
Security;” “DEBT STRUCTURE—Outstanding Indebtedness;” and “CERTAIN FISCAL MATTERS—
Assessed Value of Taxable Property in the County,” “—Estimated True Value of All Taxable Property in
the County,” “—Tax Rates,” “—Tax Collections for Last Five Years,” and “—Ten Largest Taxpayers.”

(b) Audited Financial Statements prepared in accordance with GAAP as described in the Official
Statement will be included in the Annual Report. If audited financial statements are not available, then,
unaudited financial statements, prepared in accordance with GAAP will be included in the Annual Report.
Audited Financial Statements (if any) will be provided pursuant to Section 2(d).

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 the Securities and Exchange Commission or
available on the MSRB Internet Website. 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.

Any annual financial information containing modified operating data or financial information is
required to explain, in narrative form, the reasons for the modification and the impact of the change in the
type of operating data or financial information being provided.

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:

Principal and interest payment delinquencies;

Non-payment related defaults;

Unscheduled draws on debt service reserves reflecting financial difficulties;

Unscheduled draws on credit enhancements relating to the Bonds reflecting financial
difficulties;

Substitution of credit or liquidity providers, or their failure to perform;

Adverse tax opinions or events affecting the tax-exempt status of the Bonds;
Modifications to rights of Bond holders;

Bond calls;
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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 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 MSRB in accordance with
Section 2(e)(iv) hereof.

SECTION 5. CUSIP_Numbers.  Whenever providing information to the Disclosure
Dissemination Agent, including but not limited to Annual Reports, documents incorporated by reference
to the Annual Reports, Audited Financial Statements, notices of Notice Events, and Voluntary Reports
filed pursuant to Section 7(a), the Issuer shall indicate the full name of the Bonds and the 9-digit CUSIP
numbers for the Bonds as to which the provided information relates.

SECTION 6.  Additional Disclosure Obligations. The Issuer acknowledges and understands
that other state and federal laws, including but not limited to the Securities Act of 1933 and Rule 10b-5
promulgated under the Securities Exchange Act of 1934, may apply to the Issuer, and that the failure of
the Disclosure Dissemination Agent to so advise the Issuer shall not constitute a breach by the Disclosure
Dissemination Agent of any of its duties and responsibilities under this Disclosure Agreement. The
Issuer acknowledges and understands that the duties of the Disclosure Dissemination Agent relate
exclusively to execution of the mechanical tasks of disseminating information as described in this
Disclosure Agreement.

SECTION 7. Voluntary Reports.

(a) The Issuer may instruct the Disclosure Dissemination Agent to file information with the
MSRB, from time to time pursuant to a Certification of the Disclosure Representative accompanying such
information (a “Voluntary Report”).

(b) Nothing in this Disclosure Agreement shall be deemed to prevent the Issuer from
disseminating any other information through the Disclosure Dissemination Agent using the means of



dissemination set forth in this Disclosure Agreement or including any other information in any Annual
Report, Annual Financial Statement, Voluntary Report or Notice Event notice, in addition to that required
by this Disclosure Agreement. If the Issuer chooses to include any information in any Annual Report,
Annual Financial Statement, Voluntary Report or Notice Event notice in addition to that which is
specifically required by this Disclosure Agreement, the Issuer shall have no obligation under this
Disclosure Agreement to update such information or include it in any future Annual Report, Annual
Financial Statement, Voluntary Report or Notice Event notice.

SECTION 8.  Termination of Reporting Obligation. The obligations of the Issuer and the
Disclosure Dissemination Agent under this Disclosure Agreement shall terminate with respect to the
Bonds upon the legal defeasance, prior redemption or payment in full of all of the Bonds, when the Issuer
is no longer an obligated person with respect to the Bonds, or upon delivery by the Disclosure
Representative to the Disclosure Dissemination Agent of an opinion of nationally recognized bond
counsel to the effect that continuing disclosure is no longer required.

SECTION 9. Disclosure Dissemination Agent. The Issuer has appointed Digital Assurance
Certification, L.L.C. as exclusive Disclosure Dissemination Agent under this Disclosure Agreement. The
Issuer may, upon thirty days written notice to the Disclosure Dissemination Agent and the Trustee,
replace or appoint a successor Disclosure Dissemination Agent. Upon termination of DAC’s services as
Disclosure Dissemination Agent, whether by notice of the Issuer or DAC, the Issuer agrees to appoint a
successor Disclosure Dissemination Agent or, alternately, agrees to assume all responsibilities of
Disclosure Dissemination Agent under this Disclosure Agreement for the benefit of the Holders of the
Bonds. Notwithstanding any replacement or appointment of a successor, the Issuer shall remain liable
until payment in full for any and all sums owed and payable to the Disclosure Dissemination Agent. The
Disclosure Dissemination Agent may resign at any time by providing thirty days’ prior written notice to
the Issuer.

SECTION 10. Remedies in Event of Default. In the event of a failure of the Issuer or the
Disclosure Dissemination Agent to comply with any provision of this Disclosure Agreement, the Holders’
rights to enforce the provisions of this Agreement shall be limited solely to a right, by action in
mandamus or for specific performance, to compel performance of the parties' obligation under this
Disclosure Agreement. Any failure by a party to perform in accordance with this Disclosure Agreement
shall not constitute a default on the Bonds or under any other document relating to the Bonds, and all
rights and remedies shall be limited to those expressly stated herein.

SECTION 11. Duties, Immunities and Liabilities of Disclosure Dissemination Agent.

(a) The Disclosure Dissemination Agent shall have only such duties as are specifically set forth in
this Disclosure Agreement. The Disclosure Dissemination Agent’s obligation to deliver the information
at the times and with the contents described herein shall be limited to the extent the Issuer has provided
such information to the Disclosure Dissemination Agent as required by this Disclosure Agreement. The
Disclosure Dissemination Agent shall have no duty with respect to the content of any disclosures or
notice made pursuant to the terms hereof. The Disclosure Dissemination Agent shall have no duty or
obligation to review or verify any Information or any other information, disclosures or notices provided to
it by the Issuer and shall not be deemed to be acting in any fiduciary capacity for the Issuer, the Holders
of the Bonds or any other party. The Disclosure Dissemination Agent shall have no responsibility for the
Issuer’s failure to report to the Disclosure Dissemination Agent a Notice Event or a duty to determine the
materiality thereof. The Disclosure Dissemination Agent shall have no duty to determine, or liability for
failing to determine, whether the Issuer has complied with this Disclosure Agreement. The Disclosure
Dissemination Agent may conclusively rely upon certifications of the Issuer at all times.
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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 shall not incur any liability and shall be fully protected in acting in good faith upon the advice of such
legal counsel. The reasonable fees and expenses of such counsel shall be payable by the Issuer.

©) All documents, reports, notices, statements, information and other materials provided to
the MSRB under this Agreement shall be provided in an electronic format and accompanied by
identifying information as prescribed by the MSRB,

SECTION 12. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Issuer and the Disclosure. Dissemination Agent may amend this Disclosure Agreement
and any provision of this Disclosure Agreement may be waived, if such amendment or waiver is
supported by an opinion of counsel expert in federal securities laws acceptable to both the Issuer and the
Disclosure Dissemination Agent to the effect that such amendment or waiver does not materially impair
the interests of Holders of the Bonds and would not, in and of itself, cause the undertakings herein to
violate the Rule if such amendment or waiver had been effective on the date hereof but taking into
account any subsequent change in or official interpretation of the Rule; provided neither the Issuer or the
Disclosure Dissemination Agent shall be obligated to agree to any amendment modifying their respective
duties or obligations without their consent thereto.

Notwithstanding the preceding paragraph, the Disclosure Dissemination Agent shall have the
right to adopt amendments to this Disclosure Agreement necessary to comply with modifications to and
interpretations of the provisions of the Rule as announced by the Securities and Exchange Commission
from time to time by giving not less than 20 days written notice of the intent to do so together with a copy
of the proposed amendment to the Issuer. No such amendment shall become effective if the Issuer shall,
within 10 days following the giving of such notice, send a notice to the Disclosure Dissemination Agent
in writing that it objects to such amendment.

SECTION 13. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the
Issuer, the Trustee of the Bonds, the Disclosure Dissemination Agent, the underwriter, and the Holders
from time to time of the Bonds, and shall create no rights in any other person or entity.

SECTION 14. Governing Law. This Disclosure Agreement shall be governed by the laws of the
State of Florida (other than with respect to conflicts of laws), except that the capacity of the Issuer to enter
into this Disclosure Agreement and its enforceability against the Issuer shall be governed by and
construed in accordance with the laws of the State of South Carolina.

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.

[Signature page follows]
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The Disclosure Dissemination Agent and the Issuer have caused this Agreement to be executed,
on the date first written above, by their respective officers duly authorized.

DIGITAL ASSURANCE CERTIFICATION, L.L.C,,
as Disclosure Dissemination Agent

By:
Name:
Title:

BEAUFORT COUNTY, SOUTH CAROLINA,
as Issuer

By:
Name:
Title:




Name of Issuer
Obligated Person(s)
Name of Bond Issue:

Date of Issuance:
Date of Official Statement

CUSIP Numbers:

EXHIBIT A
NAME AND CUSIP NUMBERS OF BONDS

Beaufort County, South Carolina
Beaufort County, South Carolina
General Obligation Refunding Bonds, Series 2010C, $8,125,000

_, 2010
2010

_—
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EXHIBIT B
NOTICE TO MSRB OF FAILURE TO FILE ANNUAL REPORT

Issuer: Beaufort County, South Carolina

Obligor: Beaufort County, South Carolina

Name of Bond Issue:  General Obligation Refunding Bonds, Series 2010C, $8,125,000
Date of Issuance: _, 2010

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 __, 2010, 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 will be sent to the MSRB, pursuant to Securities and Exchange
Commission Rule 15¢2-12(b)(5)(G)(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 Event Notice (Check One):

___ Principal and interest payment delinquencies

___Non-Payment related defaults

___Unscheduled draws on debt service reserves reflecting financial difficulties
___Unscheduled draws on credit enhancements reflecting financial difficulties
___Substitution of credit or liquidity providers, or their failure to perform
___Adverse tax opinions or events affecting the tax-exempt status of the security
___Modifications to rights of securities holders

___ Bond calls

__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)

WO 00NN L

Failure to provide annual financial information as required

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:




STATE OF SOUTH CAROLINA ) CERTIFICATE OF CLERK TO COUNTY
) COUNCIL REGARDING INITIATIVE
COUNTY OF BEAUFORT ) AND REFERENDUM PROVISIONS

I, the undersigned, Clerk to the County Council (the “County Council”) of Beaufort County, South
Carolina (the “County™) do hereby certify that as of the date hereof no notice prescribed by Title 11,
Chapter 27, Code of Laws of South Carolina 1976, as amended, signed by not less than five (5) qualified
electors of the County, of the intention to seek a referendum, pursuant to the initiative and referendum
provisions of South Carolina law, Sections 4-9-1210 to 4-9-1230, Code of Laws of South Carolina 1976, as
amended, has been filed in my office.

This certificate is given with respect to the $8,125,000 General Obligation Refunding Bonds, Series
2010C of the County authorized to be issued pursuant to Ordinance No. 2010/14 enacted by the County
Council on September 13, 2010.

Clerk to County Council, Beaufort County,
South Carolina

(SEAL)

Dated: November 18,2010
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FEDERAL TAX CERTIFICATE

I, the undersigned County Administrator of Beaufort County, South Carolina (the
“County”) hereby certify that this Certificale 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 Bonds (as hereinafter defined) and as to future events regarding the amount and use of
the proceeds thercof.

The Bonds

1. The undersigned ts an officer of the County charged with the responsibility with other
officials of the County for issuing the $8,125,000 General Obligation Refunding Bonds, Series
2010C, of the County, dated November 18, 2010 (the “Bonds™), which is being tssued pursuant to
Ordinance No. 2010/14 duly enacted by the County Council en September 13, 2010, and which are
being taken up and paid for by the initial purchaser thereof on November 18, 2010, This certificate
shall constitute and be a document related to the Bonds.

2. The Bonds are being issued for the purposes of (a) refunding the 2014-2022
maturities (the “Bonds to be Refunded”) of the County’s original principal amount $25,100,000
General Obligation Bonds, Series 2002 (the “2002 Bonds™); and (b) paying costs of issuance of the
Bonds.

3. The Bonds 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.

4, The Bonds are not “hedge bonds™ (within the meaning of Section 149(g) of the Code)
because at least 85% of the proceeds of the 2002 Bonds were allocated to expenditures for the 2002
Projects (defined herein) no later than three years from the date of issue of the 2002 Bonds.
Consequently, not more than 50% of the proceeds of the 2002 Bonds were invested tn nonpurpose
investments (as defined in Section 148(f)(6)(A) of the Code) having a substantially guaranteed yicld
for four or more yeats,

Governmental Bond

5. The 2002 Bonds were issued to defray the cost of capital projects of the County (the
“2002 Projeets™). The 2002 Projects are expected during the term of the Bonds to be used by the
County in conjunction with the County’s governmental purposes. The Projects are not expected
during the term of the Bonds to be sold or disposed of in whole or in part for considcration.

6. For purpose of this Certificate, “Nonqualifying Use” means use of the proceeds of the
Bonds, the proceeds of the 2002 Bonds and the 2002 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 tcrm of less than 50 days that is a result of arms-length
negotiations and compensation payable under the arrangement ts not less than fair market value,
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7. For purposes of this Certificate, “Measurement Year” means cach one year period
beginning on the date the first asset constituting a portion of the 2002 Projects was placed in service
{thc “Scrvice 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 each Measurement Year by dividing the proceeds allocable to the
Nongualifying Use by the total procecds of the 2002 Bonds or the Bonds, as applicable.

8. As of the datc of this Certificate, the County represents and covenants that the
Nonqualifying Use in every Measurement Year (within the period beginning on the Service Date and
ending on the date hereof) was less than ten percent (10%). As of the date of this Certificate, the
County expects that thc Nonqualifying Use in cvery Measurement Year (within the period beginning
on the Service Date and ending on the date the Bonds are retired, hereinafter referred to as the
“Measurement Period”) will be less than ten percent (10%).

0. 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 appropriatc
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 excecd ten percent (10%); (b) restrict the private payments and
private security (within the meaning of Scetion 1.141-4 of the Regulations) to less than ten percent
(10%) of the proceeds of the Bonds; or (¢) take appropriate remedial actions in accordance with
Section 1,141-12 of the Regulations.

Proceeds

10, The Bonds have been sold to Hutchinson, Shockey, Erley & Co. (the “Purchaser™), at
a price of § $8,682,373.50 (the “Original Procecds”), which amount is the par amount of the Bonds
{$8,125,000.00) plus a bid premiwm of $557,373.50. The Purchaser has made a public offering of
the Bonds at a price of $8,720,960.80 (the “Offering Price™), which price is the par amount of the
Bonds ($8,125,000.00) plus an original issue premium of $595,960.80. The Purchascr wili retain
$38,587.30 of the original issue premiwm as its compensation for selling the Bonds.

1. The Original Proceeds to be received by the County are expected to be needed and
fully expended as follows:

(a) $8,622,942.99 of the Original Proceeds will be deposited with Wells Fargo
Bank, N.A., as cscrow agent in a refunding trust fund (the “Refunding Trust Fund”)
established for the 2002 Bonds created pursuant to a Refunding Trust Agreement (the
“Refunding Trust Agreement”) dated November 18, 2010; and

(b) Original Proceeds in the amount of approximately $59,430.51 will be
expended within 30 days of the date hereof for costs of issuance of the Bonds.

12. Of the moneys deposited into the Refunding Trust Fund, $8,622,942.00 will be nsed
to acquire United States Treasury Securitics-State and Local Government Series (the “SLGS™) and
$0.99 will remain uninvested. The proceeds ol the SLGS together with a portion of the uninvested
monies will be applied to pay (a) the interest on the Bonds to be Refunded on February 1, 2011 and
August 1, 2011; and (b) the principal of, redemption premium and interest on the Bonds to be

2
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Refunded on February 1, 2012, the redemption date thereof. The principal of and interest on the
SLGS will not exceed the amount required to pay the principal of and interest on the Bonds to be
Refunded and the maturing principal of and interest on the SLGS will not be reinvested.

13. As of the date hereof, all of the proceeds of the 2002 Bonds have been expended. As
such, there will be no “transferred proceeds” (within the meaning of Section 1.148-9(b) of the
Regulations) with respect to the Bonds,

14, The Original Proceeds do not exceed the amount necessary to accomplish the
governmental purpose of the Bonds.

Replacement Proceeds

15. The Treasurer of Beaufort County, South Carolina, maintains a debt service fund for
the County which will be used to pay the principal and interest on the Bonds (the “Debt Service
Fund™). Amounts in the Debt Service Fund are used to pay principal and interest on ail of the long
term abligations of the County. The Debt Scrvice Fund is primarily used to achieve proper matching
of revenues with principal and interest obligations of the County. The Debt Service Fund is a
commingled fund that scrves as a sinking fund for two or more issues (within the meaning of Section
1.148-1(b) of the Regulations). The County understands that, to the extent amounts in the Debt
Service Fund are allocahle to the Bonds, such amounts are “replacement proceeds” (as defined in
Section 1.148-1(c) of the Reguiations),

16. In accordance with Section 1.148-6(¢) of the Regulations, the County will altocate the
Debt Service Fund investments among the issues served by such fund as of a date at least once a
year. As of the issuc date of the Bonds and in accordance with the allocation as of such date, the
portion of the Debt Service Fund allocable to the Bonds (such portion of the Debt Service Fund
allocable to the Bonds as of any altocation date is hereinafter referred to as the “Bond's Debt Service
Fund™) is expected to be less than the annual principal and interest payments on the Bonds.

i7. In each bond year, the Bond's Debt Service Fund is expected to be depleted at least
once a year, except for a reasonable carry over amount not to exceed the greater of the earnings on
the Debt Service Fund that are allocable to the Bond's Debt Scrvice Fund or one-twelfth of the
principal and interest payments on the Bonds for the immediately preceding bond year. The County
expects that the Bond's Debt Service Fund will be a “bona fide debt service fund” as defined in
Section 1.148-1(b) of the Regulations (hereinafter referred to as a “Bona Fide Debt Service Fund™).

18. With respect to the Bonds, no other sinking fund or sitnilar fund has been established
or created nor does the County expect to establish or create such fund.

19. The weighted average maturity (7.483 years) of the Bonds is less than 120% of the
average rcasonably expected remaining economic life of the 2002 Projects, as determined under
Section 147(b) of the Code. Thus, pursuant to Section 1.148-1(c)(4) of the Regulations, “other
replacement proceeds™ will not arise with respect to the Bonds.

COLUMBLA 102121152



Yield

20, For purposes of this Certificate, “yield” means yield computed by the actuarial
method using a 360-day year and semi-annual compounding, resulting in a discount rate which, when
used in computing the present worth of all payments of principal and interest to be paid on an
obligation, produces an amount equal to the issue price, fair market value, present value or purchase
price thereof] as applicable, and is determined in all respects in accordance with Section 148 of the
Code and the Regulations.

21. There are no other abligations of the County which (a) were or will be soid within 15
days of date ol sale of the Bonds, (b) were or will be sold pursuant to a plan of financing common
with the plan of financing for the Bonds, and (¢) are reasonably expected to be paid from
substantially the same source of funds as the Bonds.

22, The Purchaser of the Bonds has certified that the Offering Price is the aggregate
initial offering price of the Bonds to the public (excluding bond houses, brokers and other
intcrmediaries). Based upon such price, the yield on the Bonds is computed to be 2.2255572% (the
“Bond Yield”).

Temporary Periods and Yield Restriction

23. The SLGS will mature on February 1, 2011, August 1, 2011, and February 1, 2012,
On TFebruary 1, 2012, the proceeds of the SLGS will be used to redeem the Bonds to be Refunded.
The yield on the SLGS acquired with the Original Proceeds is 0.1994642%, which is less than the
Bond Yield,

24, The computations of yield referred to in paragraphs 22 and 23 above have been
verified by Amtec Compliance, whose formal verification is nade a part of the transcript of
proceedings in this matter. Such formal verification confirms (a) that the SLGS purchased with
amounts deposited to the Refunding Trust Fund (together with uninvested amounts therein) will be
sufficient to pay the principal of, redemption premium, and interest on the Bonds to be Retunded to
and including February 1, 2012 (when due and upon redemption thereof, as applicable); and (b) that
the yield on the SLGS is less than the Bond Yield.

25. The portion of the Original Proceeds to be used to pay costs of issuance is expeeted
to be expended within 30 days of the date hereof. Such amounts may be invested without regard to
the Bond Yield for a period of 30 days from the date hereof.

26, To the extent that the Bonds’ Debt Service Fund is a Bona Fide Debt Service [Fund,
amounts deposited in such fund may be invested without regard to the Bond Yield for a period of 3
months after their receipt and any amount received from investment thereon may be invested without
regard to the Bond Yield for a period of 12 months after its receipt.

27. To the extent amounts do not qualify for the temporary periods contained in
paragraphs 25 and 26 {cither through the expiration of such temporary periods or amounts in excess
of amounts that qualify as a Bond Fide Debt Service Fund; hereinafter referred to as the “Excess
Investments”), up to $100,000 of such Execess Investments may be invested without regard to the
Bond Yield., The County represents that Excess Investments in excess of $100,000 wilt not be
invested at a yield in excess of the Bond Yield.
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Arbitrage Rebate Comptiance

28. To the extent the Bonds® Debt Service Fund is a Bona Fide Sinking Fund,
investments in such fund qualify for an exception from rebate pursuant to Section 1.148-3(k) of the
Regulations and Section 148(£)(4)(A)(it) of the Code because the average annual debt service of the
Bonds is not in excess of $2,500,000. To the extent amounts deposited in such fund do not quality as
a Bona Fide Debt Service Fund, the carnings on such amounts will be subjcct to arbitrage rebate
(described in paragraph 29).

29.  The County will maintain records with respect to nonpurposc investments (as defined
in Section 148()(6)(A) of the Code) attributable to the Bonds. The County will use such records to
dctermine whether such proceeds qualify for an exception from the arbitrage rebate requirement (as
described in paragraph 28) and, if the County is subject to the arbitrage rebale requirement, 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 Bond
Yield. The County will make the calculations of its liability, ftle such reports and make any required
payments at the time or times as arc now or may hereafter be prescribed under Section 148 (or a
successor provision) of the Code.

30. The County has not entered into and will not enter into any transaction to reduce the
yield on the proceeds of the Bonds in such manner that the amount to be rebated to the U.S. Treasury
is less than it would have been had the transaction heen at arms' Jength and the Bond Yield not
relevant to either party to the transaction.

Excess Proceeds

kX

31. The Bonds are not part of an issue that has “excess gross proceeds.” lkixcess gross
proceeds (as defined in Section 1.148-10(c)(2) of thc Regulations) means all gross ptoceeds (as
defined in Section 1.148-1(b) of the Regulations) of the Bonds that exceed an amount equal to one
percent of the sale procceds (as defined in Section 1.148-1(b) of the Regulations) of the Bonds, other
than gross proceeds allocable to (a) the payment of principal, interest or redemption premium (if any)
on the Bonds to be Refunded; (b) payment of pre-issuance accrued interest on the Bonds and interest
on the Bonds that acerues for a period up to the completion date of any capital project for which the
Bonds to be Refunded were issued, plus one year; (¢) a reasonably required rcserve or replacement
fund for the Bonds or investment procecds of such fund; (d) payment of costs of issuance of the
Bonds; () payment of administrative costs allocable to repaying the Bonds to be Refunded, carrying
and repaying the Bonds, or investments of the Bonds, (f) transferred proceeds that will be used or
maintained for the governmental purpose of the Bonds to be Refunded, (g) interest on purpose
investments; (h) replacement proceeds (as defined in Section 1.148-1(c) of the Regulations) in a
sinking fund for the Bonds; (i) qualified guarantee fees for the Bonds or the Bonds to be Refunded;
and (j) lees for a qualified hedge for the Bonds,
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Miscellaneous

32. The Bonds are not and will not be a part of a transaction or series of transactions that
attempts to circumvent the provisions of Section 148 ot the Code and the Regulations; {a) enabling
the County to exploit the difference between tax-exempt and taxable interest rates to gain a material
financtal advantage; or (b) over burdening the market for tax-exempt obligations.

33. The Bonds are not “federally guaranteed” within the meaning of Section 149(b) of
the Code.

34. The Bonds to be Retunded will be redeemed prior to maturity on February 1, 2012,
Such date is priot to the date any of the Bonds to be Refunded are required by their terms to be paid
at maturity or in accordance with any sinking fund installment schedule. Thus, the refunding of the
Bonds to be Refunded will not cause any of the Bonds to be Refunded to remain outstanding longer
than if they were not refunded. The County has refunded the Bonds to be Refunded to achieve a debt
service savings.

35, The County shall file or cause to be filed, the requisite Form 8038-G on or before the
15th day of the second month after the calendar quarter in which the Bonds are issued. The County
has reviewed the Form 8038-G prepared for the Bonds, and all of the information contained therein
is, to the best of the County's knowledge, true and complete.

36. The County has not received notice of deficicney 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 Bonds as being excludable

from gross income for federal income tax purposes.

[Signature page follows]
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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 as of the 18" day of November, 2010.

Administrator, Beaufort County, South Carolina

Signature Page to Federal Tax Certificate
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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 as of the 18" day of November, 2010.

: e
Administt@ﬁeaufﬁrt County, South Carolina

Signature Page to Federal Tax Certificate
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SIGNATURE AND NO-UITIGATION 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 18th day of November,
2010, officially sign $8,125,000 General Obligation Refunding Bonds, Series 2010C {the “Bonds™) of the
County, being at the datc of such signatures the duly chosen, qualified and acting officers indicated therein
and authorized to execute the same. The Bonds are in fidly-registered form, dated November 18, 2010,
numbered from R-1 upward, in denominations of $5,000 or any integral multiple thereof not exceeding the
principal amount of bonds maturing each year, bear intevest from their date payable semiannually on
Tebruary 1 and August | of cach year, commencing February 1, 2011, at the rates per annum sct forth
bclow, and mature sertally in successive annual installments on February 1 in each of the years and in the
principal amounts as follows:

Principal Tnterest
February | Amount Rate

2014 $ 805,000 2.00%
2015 825,000 2.00
2016 840,000 2.00
2017 860,000 3.00
2018 895,000 3.00
2019 925,000 3.00
2020 950,000 4.00
2021 990,000 4,00
2022 1,035,600 4.00

The manual or facsimile signatures of Wm. Weston J. Newton, Chair, County Council of
the County (the “County Counci”) and Suzanne M. Rainey, Clerk to the County Council, are upun the
Bonds, and the seal of the County is imprinted on all of the Bonds, an impression of such seal being affixed
hereon. The manual signature of an authorized officer of Wells Fargo Bank, N.A., Registrar, is upon the
Registrar's Certificate of Authentication on each of the Bonds.

We [urther certify that no litigation in any court or other tribunal, State or federal, of any
nature is now pending, or, to our knowtledge, threatened, restraining or enjoining or seeking to restrain or
enjoin the sale, execution, issuance, or delivery of the Bonds or the levy and cotlection upon all taxable
property in the County of an ad valorem tax, without limitation as to rate or amount, sufficient to pay the
principal and intercst of the Bonds, or questioning, contesting, or affecting in any manner the validity of
Oedinance No. 2010/14 duty enacted by the County Council on September 13, 2010, authorizing the
issuance of the Bonds, or validity of the Bonds thereunder; that neither the corporate existence or
boundaries of the County nor the title of the present officers to their respective offices is being contested;
and that no authority or proceedings for the issuance of the Bonds have been repeated, revoked or rescinded.

COLTIMBIA 02120 v



Done and delivered this 18" day of November, 2010,

Title

Siiat}ﬂre
M, A/é 7 - 44*% Chair, County Council of Beaufort County,

South Carolina

M@_ Clerk to County Council of Beaufort County,

South Carolina

(SEAL)

COLUMBIA 1021201v]



- RECEIPT

I, the undersigned Treasurer of Beaufort County, South Carolina, hereby certify that I received
from the purchasers or their agents or assigns, the purchase price of $8,125,000 General Obligation
Refunding Bonds, Series 2010C (the “Bonds”), of Beaufort County, South Carolina.

The date of delivery of and payment for the Bonds was November 18, 2010.

The purchase price:
$8,125,000.00

Principal
Bid Premium _557,373.50
Total $8,682,373. 50

“—

Treasurer, Beat¥ot County, ‘Séuth Carolina

Dated: November 18, 2010.

COLUMBIA 1021214v1



CERTIFICATE OF THE COUNTY ADMINISTRATOR
REGARDING THE OFFICIAL STATEMENT

I, the undersigned Administrator of Beaufort County, South Carolina (the “County”) in
accordance with Ordinance No. 2010/14 duly enacted by the County Council on September 13, 2010, do
hereby certify that the Preliminary Official Statement dated October 28, 2010, and the final Official
Statement dated November 4, 2010, in regard to the $8,125,000 General Obligation Refunding Bonds,
Series 2010C, of the County do not contain any untrue statement of a material fact or omit to state any
material fact necessary to make the statements therein, in light of the circumstances under which they were
made, not misleading and that there has been no material adverse change in the financial condition of the
County from that set forth in or contemplated by the Preliminary Official Statement and the final Official
Statement, 1 further certify that 1 have not undertaken to independently verify information pertaining to
nongovernmental data and activities contained in the Preliminary Official Statement and the final Official
Statement, but that such information has been obtained from sources which the County believes to be
reliable, and the County has no reason to believe that they are untrue in any material respect.

In witness whereof, I have hereunto set my hand this 18" day of November, 2010.

Gan, ol

Administrator@rt CQE nty, South Carolina

COLUMBIA 1021207v]



UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION REFUNDING BOND, SERIES 2010C

No. R-1
INTEREST MATURITY ORIGINAL

RATE DATE ISSUE DATE CUSIP
2.00% February 1, 2014 November 18, 2010 074347VC6

REGISTERED HOLDER: CEDE & CO.
PRINCIPAL AMOUNT: EIGHT HUNDRED FIVE THOUSAND DOLLARS ($805,000)

KNOW ALL MEN BY THESE PRESENTS, that Beaufort County, South Carolina (the
“County”), is justly indebted and, for value received, hereby promises to pay to the registered holder
specified above, or registered assigns, the principal amount specified above on the maturity date specified
above, upon presentation and surrender of this Bond at the principal office of Wells Fargo Bank, N.A.,
Atlanta, Georgia (the “Paying Agent™), and to pay interest on such principal amount from the date hereof
at the rate per annum specified above until this Bond matures. Interest on this Bond is payable
semiannually on February 1 and August 1 of each year, commencing February 1, 2011, until this Bond
matures, and shall be payable by check or draft mailed to the person in whose name this Bond is
registered on the registration books of the County maintained by the registrar, presently Wells Fargo
Bank, N.A., Atlanta, Georgia (the “Registrar”), at the close of business on the fifteenth (15th) day of the
calendar month preceding each semiannual interest payment date. The principal of and interest on this
Bond are 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; provided, however, that interest on this fully-registered
Bond shall be paid by check or draft as set forth above.

This Bond shall not be entitled to any benefit under the Ordinance (hereafter defined), nor
become valid or obligatory for any purpose, until the certificate of authentication hereon shall have been
duly executed by the Registrar.

For the payment hereof, both principal and interest, 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 Auditor of the County and
collected by the Treasurer of the County, in the same manner as other county taxes are levied and
collected, a tax, without limit, on all taxable property in the County sufficient to pay the principal of and
interest on this Bond as they respectively mature and to create such sinking fund as may be necessary
therefor.



UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION REFUNDING BOND, SERIES 2010C

No. R-2
INTEREST MATURITY ORIGINAL

RATE DATE ISSUE DATE CUSIP
2.00% February 1, 2015 November 18, 2010 074347VD4

REGISTERED HOLDER: CEDE & CO.

PRINCIPAL AMOUNT; EIGHT HUNDRED TWENTY-FIVE THOUSAND DOLLARS
($825,000)

KNOW ALL MEN BY THESE PRESENTS, that Beaufort County, South Carolina (the
“County”), is justly indebted and, for value received, hereby promises to pay to the registered holder
specified above, or registered assigns, the principal amount specified above on the maturity date specified
above, upon presentation and surrender of this Bond at the principal office of Wells Fargo Bank, N.A,,
Atlanta, Georgia (the “Paying Agent”), and to pay interest on such principal amount from the date hereof
at the rate per annum specified above until this Bond matures. Interest on this Bond is payable
semiannually on February 1 and August 1 of each year, commencing February 1, 2011, until this Bond
matures, and shall be payable by check or draft mailed to the person in whose name this Bond is
registered on the registration books of the County maintained by the registrar, presently Wells Fargo
Bank, N.A., Atlanta, Georgia (the “Registrar”), at the close of business on the fifteenth (15th) day of the
calendar month preceding each semiannual interest payment date. The principal of and interest on this
Bond are 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; provided, however, that interest on this fully-registered
Bond shall be paid by check or draft as set forth above.

This Bond shall not be entitled to any benefit under the Ordinance (hereafter defined), nor
become valid or obligatory for any purpose, until the certificate of authentication hereon shall have been
duly executed by the Registrar.

For the payment hereof, both principal and interest, 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 Auditor of the County and
collected by the Treasurer of the County, in the same manner as other county taxes are levied and
collected, a tax, without limit, on all taxable property in the County sufficient to pay the principal of and
interest on this Bond as they respectively mature and to create such sinking fund as may be necessary
therefor.



UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION REFUNDING BOND, SERIES 2010C

No. R-3
INTEREST MATURITY ORIGINAL

RATE DATE ISSUE DATE CUSIP
2.00% February 1, 2016 November 18, 2010 074347VE2

REGISTERED HOLDER: CEDE & CO.
PRINCIPAL AMOUNT: EIGHT HUNDRED FORTY THOUSAND DOLLARS ($840,000)

KNOW ALL MEN BY THESE PRESENTS, that Beaufort County, South Carolina (the
“County”), is justly indebted and, for value received, hereby promises to pay to the registered holder
specified above, or registered assigns, the principal amount specified above on the maturity date specified
above, upon presentation and surrender of this Bond at the principal office of Wells Fargo Bank, N.A.,
Atlanta, Georgia (the “Paying Agent”), and to pay interest on such principal amount from the date hereof
at the rate per annum specified above until this Bond matures. Interest on this Bond is payable
semiannually on February 1 and August 1 of each year, commencing February 1, 2011, until this Bond
matures, and shall be payable by check or draft mailed to the person in whose name this Bond is
registered on the registration books of the County maintained by the registrar, presently Wells Fargo
Bank, N.A., Atlanta, Georgia (the “Registrar”), at the close of business on the fifteenth (15th) day of the
calendar month preceding each semiannual interest payment date. The principal of and interest on this
Bond are 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; provided, however, that interest on this fully-registered
Bond shall be paid by check or draft as set forth above.

This Bond shall not be entitled to any benefit under the Ordinance (hereafter defined), nor
become valid or obligatory for any purpose, until the certificate of authentication hereon shall have been
duly executed by the Registrar.

For the payment hereof, both principal and interest, 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 Auditor of the County and
collected by the Treasurer of the County, in the same manner as other county taxes are levied and
collected, a tax, without limit, on all taxable property in the County sufficient to pay the principal of and
interest on this Bond as they respectively mature and to create such sinking fund as may be necessary
therefor.



UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION REFUNDING BOND, SERIES 2010C

No. R-4
INTEREST MATURITY ORIGINAL

RATE DATE ISSUE DATE CUSIP
3.00% February 1, 2017 November 18, 2010 074347VF9

REGISTERED HOLDER: CEDE & CO.
PRINCIPAL AMOUNT: EIGHT HUNDRED SIXTY THOUSAND DOLLARS ($860,000)

KNOW ALL MEN BY THESE PRESENTS, that Beaufort County, South Carolina (the
“County”), is justly indebted and, for value received, hereby promises to pay to the registered holder
specified above, or registered assigns, the principal amount specified above on the maturity date specified
above, upon presentation and surrender of this Bond at the principal office of Wells Fargo Bank, N.A.,
Atlanta, Georgia (the “Paying Agent”), and to pay interest on such principal amount from the date hereof
at the rate per annum specified above until this Bond matures. Interest on this Bond is payable
semiannually on February 1 and August 1 of each year, commencing February 1, 2011, until this Bond
matures, and shall be payable by check or draft mailed to the person in whose name this Bond is
registered on the registration books of the County maintained by the registrar, presently Wells Fargo
Bank, N.A., Atlanta, Georgia (the “Registrar”), at the close of business on the fifteenth (15th) day of the
calendar month preceding each semiannual interest payment date. The principal of and interest on this
Bond are 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; provided, however, that interest on this fully-registered
Bond shall be paid by check or draft as set forth above.

This Bond shall not be entitled to any benefit under the Ordinance (hereafter defined), nor
become valid or obligatory for any purpose, until the certificate of authentication hereon shall have been
duly executed by the Registrar.

For the payment hereof, both principal and interest, 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 Auditor of the County and
collected by the Treasurer of the County, in the same manner as other county taxes are levied and
collected, a tax, without limit, on all taxable property in the County sufficient to pay the principal of and
interest on this Bond as they respectively mature and to create such sinking fund as may be necessary
therefor.



UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION REFUNDING BOND, SERIES 2010C

No. R-5
INTEREST MATURITY ORIGINAL

RATE DATE ISSUE DATE CUSIP
3.00% February 1, 2018 November 18, 2010 074347VG7

REGISTERED HOLDER: CEDE & CO.

PRINCIPAL AMOUNT: EIGHT HUNDRED NINETY-FIVE THOUSAND DOLLARS
($895,000)

KNOW ALL MEN BY THESE PRESENTS, that Beaufort County, South Carolina (the
“County”), is justly indebted and, for value received, hereby promises to pay to the registered holder
specified above, or registered assigns, the principal amount specified above on the maturity date specified
above, upon presentation and surrender of this Bond at the principal office of Wells Fargo Bank, N.A.,
Atlanta, Georgia (the “Paying Agent”), and to pay interest on such principal amount from the date hereof
at the rate per annum specified above until this Bond matures. Interest on this Bond is payable
semiannually on February 1 and August 1 of each year, commencing February 1, 2011, until this Bond
matures, and shall be payable by check or draft mailed to the person in whose name this Bond is
registered on the registration books of the County maintained by the registrar, presently Wells Fargo
Bank, N.A., Atlanta, Georgia (the “Registrar”), at the close of business on the fifteenth (15th) day of the
calendar month preceding each semiannual interest payment date. The principal of and interest on this
Bond are 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; provided, however, that interest on this fully-registered
Bond shall be paid by check or draft as set forth above.

This Bond shall not be entitled to any benefit under the Ordinance (hereafter defined), nor
become valid or obligatory for any purpose, until the certificate of authentication hereon shall have been
duly executed by the Registrar.

For the payment hereof, both principal and interest, 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 Auditor of the County and
collected by the Treasurer of the County, in the same manner as other county taxes are levied and
collected, a tax, without limit, on all taxable property in the County sufficient to pay the principal of and
interest on this Bond as they respectively mature and to create such sinking fund as may be necessary
therefor.



UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION REFUNDING BOND, SERIES 2010C

No. R-6
INTEREST MATURITY ORIGINAL

RATE DATE ISSUE DATE CUSIP
3.00% February 1, 2019 November 18, 2010 074347VHS

REGISTERED HOLDER: CEDE & CO.

PRINCIPAL AMOUNT: NINE HUNDRED TWENTY-FIVE THOUSAND DOLLARS
($925,000)

KNOW ALL MEN BY THESE PRESENTS, that Beaufort County, South Carolina (the
“County”), is justly indebted and, for value received, hereby promises to pay to the registered holder
specified above, or registered assigns, the principal amount specified above on the maturity date specified
above, upon presentation and surrender of this Bond at the principal office of Wells Fargo Bank, N.A.,
Atlanta, Georgia (the “Paying Agent”), and to pay interest on such principal amount from the date hereof
at the rate per annum specified above until this Bond matures. Interest on this Bond is payable
semiannually on February 1 and August 1 of each year, commencing February 1, 2011, until this Bond
matures, and shall be payable by check or draft mailed to the person in whose name this Bond is
registered on the registration books of the County maintained by the registrar, presently Wells Fargo
Bank, N.A., Atlanta, Georgia (the “Registrar”), at the close of business on the fifteenth (15th) day of the
calendar month preceding each semiannual interest payment date. The principal of and interest on this
Bond are 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; provided, however, that interest on this fully-registered
Bond shall be paid by check or draft as set forth above.

This Bond shall not be entitled to any benefit under the Ordinance (hereafter defined), nor
become valid or obligatory for any purpose, until the certificate of authentication hereon shall have been
duly executed by the Registrar.

For the payment hereof, both principal and interest, 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 Auditor of the County and
collected by the Treasurer of the County, in the same manner as other county taxes are levied and
collected, a tax, without limit, on all taxable property in the County sufficient to pay the principal of and
interest on this Bond as they respectively mature and to create such sinking fund as may be necessary
therefor.



UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION REFUNDING BOND, SERIES 2010C

No. R-7
INTEREST MATURITY ORIGINAL

RATE DATE ISSUE DATE CUSIP
4.00% February 1, 2020 November 18,2010 074347VIJ1

REGISTERED HOLDER: CEDE & CO.
PRINCIPAL AMOUNT: NINE HUNDRED FIFTY THOUSAND DOLLARS (§950,000)

KNOW ALL MEN BY THESE PRESENTS, that Beaufort County, South Carolina (the
“County”), is justly indebted and, for value received, hereby promises to pay to the registered holder
specified above, or registered assigns, the principal amount specified above on the maturity date specified
above, upon presentation and surrender of this Bond at the principal office of Wells Fargo Bank, N.A.,
Atlanta, Georgia (the “Paying Agent”), and to pay interest on such principal amount from the date hereof
at the rate per annum specified above until this Bond matures. Interest on this Bond is payable
semiannually on February 1 and August 1 of each year, commencing February 1, 2011, until this Bond
matures, and shall be payable by check or draft mailed to the person in whose name this Bond is
registered on the registration books of the County maintained by the registrar, presently Wells Fargo
Bank, N.A., Atlanta, Georgia (the “Registrar”), at the close of business on the fifteenth (15th) day of the
calendar month preceding each semiannual interest payment date. The principal of and interest on this
Bond are 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; provided, however, that interest on this fully-registered
Bond shall be paid by check or draft as set forth above.

This Bond shall not be entitled to any benefit under the Ordinance (hereafter defined), nor
become valid or obligatory for any purpose, until the certificate of authentication hereon shall have been
duly executed by the Registrar.

For the payment hereof, both principal and interest, 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 Auditor of the County and
collected by the Treasurer of the County, in the same manner as other county taxes are levied and
collected, a tax, without limit, on all taxable property in the County sufficient to pay the principal of and
interest on this Bond as they respectively mature and to create such sinking fund as may be necessary
therefor.



UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION REFUNDING BOND, SERIES 2010C

No. R-8
INTEREST MATURITY ORIGINAL

RATE DATE ISSUE DATE cusip
4.00% February 1, 2021 November 18, 2010 074347VKS

REGISTERED HOLDER: CEDE & CO.
PRINCIPAL AMOUNT: NINE HUNDRED NINETY THOUSAND DOLLARS ($990,000)

KNOW ALL MEN BY THESE PRESENTS, that Beaufort County, South Carolina (the
“County”), is justly indebted and, for value received, hereby promises to pay to the registered holder
specified above, or registered assigns, the principal amount specified above on the maturity date specified
above, upon presentation and surrender of this Bond at the principal office of Wells Fargo Bank, N.A.,
Atlanta, Georgia (the “Paying Agent”), and to pay interest on such principal amount from the date hereof
at the rate per annum specified above until this Bond matures. Interest on this Bond is payable
semiannually on February 1 and August 1 of each year, commencing February 1, 2011, until this Bond
matures, and shall be payable by check or draft mailed to the person in whose name this Bond is
registered on the registration books of the County maintained by the registrar, presently Wells Fargo
Bank, N.A., Atlanta, Georgia (the “Registrar’), at the close of business on the fifteenth (15th) day of the
calendar month preceding each semiannual interest payment date. The principal of and interest on this
Bond are 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; provided, however, that interest on this fully-registered
Bond shall be paid by check or draft as set forth above.

This Bond shall not be entitled to any benefit under the Ordinance (hereafter defined), nor
become valid or obligatory for any purpose, until the certificate of authentication hereon shall have been
duly executed by the Registrar.

For the payment hereof, both principal and interest, 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 Auditor of the County and
collected by the Treasurer of the County, in the same manner as other county taxes are levied and
collected, a tax, without limit, on all taxable property in the County sufficient to pay the principal of and
interest on this Bond as they respectively mature and to create such sinking fund as may be necessary
therefor.



UNITED STATES OF AMERICA
STATE OF SOUTH CAROLINA
BEAUFORT COUNTY
GENERAL OBLIGATION REFUNDING BOND, SERIES 2010C

No. R-9
INTEREST MATURITY ORIGINAL

RATE DATE ISSUE DATE CUSIP
4.00% February 1, 2022 November 18, 2010 074347VL6

REGISTERED HOLDER: CEDE & CO.
PRINCIPAL AMOUNT: ONE MILLION THIRTY-FIVE THOUSAND DOLLARS ($1,035,000)

KNOW ALL MEN BY THESE PRESENTS, that Beaufort County, South Carolina (the
“County™), is justly indebted and, for value received, hereby promises to pay to the registered holder
specified above, or registered assigns, the principal amount specified above on the maturity date specified
above, upon presentation and surrender of this Bond at the principal office of Wells Fargo Bank, N.A.,
Atlanta, Georgia (the “Paying Agent”), and to pay interest on such principal amount from the date hereof
at the rate per annum specified above until this Bond matures. Interest on this Bond is payable
semiannually on February 1 and August 1 of each year, commencing February 1, 2011, until this Bond
matures, and shall be payable by check or draft mailed to the person in whose name this Bond is
registered on the registration books of the County maintained by the registrar, presently Wells Fargo
Bank, N.A., Atlanta, Georgia (the ‘“Registrar”), at the close of business on the fifteenth (15th) day of the
calendar month preceding each semiannual interest payment date. The principal of and interest on this
Bond are 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; provided, however, that interest on this fully-registered
Bond shall be paid by check or draft as set forth above.

This Bond shall not be entitled to any benefit under the Ordinance (hereafter defined), nor
become valid or obligatory for any purpose, until the certificate of authentication hereon shall have been
duly executed by the Registrar.

For the payment hereof, both principal and interest, 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 Auditor of the County and
collected by the Treasurer of the County, in the same manner as other county taxes are levied and
collected, a tax, without limit, on all taxable property in the County sufficient to pay the principal of and
interest on this Bond as they respectively mature and to create such sinking fund as may be necessary
therefor.



This Bond is one of a series of Bonds of like date of original issue, tenor and effect, except as to
number, denomination, date of maturity, redemption provisions, and rate of interest, aggregating Fight
Million One Hundred Twenty-Five Thousand Dollars ($8,125,000), issued pursuant to and in accordance
with the Constitution and laws of the State of South Carolina, including The Bonds will be issued
pursuant to and in accordance with the Constitution of the State of South Carolina, 1895, as amended (the
“Constitution”), and the statutes of the State, including Title 11, Chapters 15 and 21 of the Code of Laws
of South Carolina, 1976, as amended; an ordinance enacted September 13, 2010 (the “Ordinance”).

This Bond is not subject to redemption prior to its stated maturity.

This Bond is transferable as provided in the Ordinance, only upon the books of the County kept
for that purpose at the principal office of the Registrar by the registered holder in person or by his duly
authorized attorney upon surrender of this Bond together with a written instrument of transfer satisfactory
to the Registrar duly executed by the registered holder or his duly authorized attorney. Thereupon a new
fully-registered Bond or Bonds of the same aggregate principal amount, interest rate redemption
provisions, if any, and maturity shall be issued to the transferee in exchange therefor as provided in the
Ordinance. The County, the Registrar and the Paying Agent may deem and treat the person in whose
name this Bond is registered as the absolute owner hereof for the purpose of receiving payment of or on
account of the principal hereof and interest due hereon and for all other purposes.

Under the laws of the State of South Carolina, this Bond and the interest hereon are exempt from
all State, county, municipal, school district and all other taxes or assessments, except estate or other
transfer taxes, direct or indirect, general or special, whether imposed for the purpose of general revenue or
otherwise.

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 and to be performed precedent to or in the
issuance of this Bond exist, have happened and have been performed in regular and due time, form and
manner as required by law; that the amount of this Bond, together with all other indebtedness of the
County, does not exceed the applicable limitation of indebtedness under the laws of the State of South
Carolina; and that provision has been made for the levy and collection of a tax, without limit, on all
taxable property in the County sufficient to pay the principal of and interest on this Bond as the same
shall respectively mature and to create such sinking fund as may be necessary therefor.

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

BEAUFORT COUNTY, SOUTH CAROLINA

Chair, County Council
(SEAL)

ATTEST:

Clerk to County Council



REGISTRAR’S CERTIFICATE OF AUTHENTICATION
Date of Authentication:
This bond is one of the Bonds described in the within mentioned Ordinance of Beaufort
County, South Carolina.

Wells Fargo Bank, N.A., as Registrar

By:

Authorized Agent



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

TEN COM - as tenants in common UNIF GIFT MIN ACT -
TEN NET - as tenants by the Custodian

entireties (Cust) (Minor)

under Uniform Gifts to

JT TEN - as joint tenants with Minors Act

right of survivorship (state)

and not as tenants in

common

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

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

(Name and address of Transferee)
the within Bond and does hereby irrevocably constitute and appoint attorney to
transfer the within Bond on the books kept for registration thereof, with full power of substitution in the
premises.

Dated:

Signature Guaranteed: (Authorizing Officer)

Signature(s) must be guaranteed NOTICE: The signature to this

by an institution which is a agreement must correspond with
participant in the Securities the name of the registered holder as
Transfer Agents Medallion it appears upon the face of the

Program (“STAMP?”) or similar within Bond in every particular,
program. without alteration or enlargement or any

change whatever.
CERTIFICATE

IT IS HEREBY CERTIFIED that the following is a true and correct copy of the complete final
approving opinions (except for date and letterhead) of McNair Law Firm, P.A., Columbia, South
Carolina, approving the issue of bonds of which the within bond is one, the original of which opinions
were manually executed, dated and issued as of the date of delivery of and payment for the bonds and a
copy of which is on file with the County Council of Beaufort County, South Carolina.

BEAUFORT COUNTY, SOUTH CAROLINA

By:

Clerk to County Council



[Date of Delivery]

Beaufort County, South Carolina
Beaufort, South Carolina

BEAUFORT COUNTY, SOUTH CAROLINA
GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C
$8,125,000

We have served as bond counsel for Beaufort County, South Carolina (the “County”) in
connection with the issuance of $8,125,000 General Obligation Refunding Bonds, Series 2010C dated
November 18, 2010 (the “Bonds”). 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 representations of the
County contained in the Ordinance of the County authorizing the Bonds and the Federal Tax Certificate
of the County dated the date hereof, and in the certified proceedings and other certifications of public
officials and others furnished to us without undertaking to verify the same by independent investigation.
We have assumed that all signatures on documents, certificates and instruments examined by us are
genuine, all documents, certificates and instruments submitted to us as originals are authentic and all
documents, certificates and instruments submitted to us as copies conform to the originals. In addition,
we have assumed that all documents, certificates and instruments relating to the issuance of the Bonds
have been duly authorized, executed and delivered by all parties thereto other than the County, and we
have further assumed the due organization, existence and powers of such other parties other than the
County.

As bond counsel, we have been retained solely for the purpose of examining the validity and
legality of the Bonds and of rendering the specific opinion herein stated and for no other purpose. We
have not verified the accuracy, completeness or fairness of any representation or information concerning
the business or financial condition of the County or the purchaser of the Bonds in connection with the sale
of the Bonds. Accordingly, we express no opinion on the completeness, fairness or adequacy of any such
representation or information.

We refer you to the Bonds and the Ordinance for a further description of the Bonds the purposes
for which the Bonds are issued, the uses of the proceeds from the sale of the Bonds and the security
therefor.

Based on the foregoing, we are of the opinion that, under existing law:

1. The Bonds 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 upon all taxable
property of the County an ad valorem tax, without limitation as to rate or amount, sufficient to pay the
principal and interest of the Bonds as they respectively mature and for the creation of such sinking fund
as may be necessary to provide for the prompt payment thereof.

3. Interest on the Bonds is excluded from gross income for federal income tax purposes and
is not an item of tax preference for purposes of the federal alternative minimum 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
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issuance of the Bonds 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 Bonds to be included in gross income
for federal income tax purposes to be retroactive to the date of issuance of the Bonds.

4, Under the laws of the State of South Carolina, the Bonds 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 Bonds.

The rights of the owners of the Bonds and the enforceability of the Bonds are limited by
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights
generally, and by equitable principles, whether considered at law or in equity.

We express no opinion regarding the accuracy, adequacy, or completeness of the Official
Statement relating to the Bonds. Further, we express no opinion regarding tax consequences arising with

respect to the Bonds 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.



rom 8038-G

(Rev. May 2010)
Department of the Treasury
Internal Revenue Service

» Under internal Revenue Code section 149(e)
» See separate instructions.

Information Return for Tax-Exempt Governmental Obligations

OMB No. 1545-0720

Caution: If the issue price is under $100,000, use Form 8038-GC.

Re or_tm Authorlt

1 Issuer's name

Beaufort County, South Carolina

If Amended Refurn, check here &[]

2 Issuer's employer identification humber (EIN)

57 | 6004178

3 - Number and street (or P.O. box if mail is not deliverad to street address) Room/suite

Post Office Drawer 1228

4 Report number (For IRS Use (jwly) _

§ City, town, or post office, state, and ZIP code

Beaufort, South Carolina 29901-1228

6 Date of issue

November 18, 2010

7 Name of issue

$8,125,000 General Obligation Refunding Bonds, Series 2010C

8 CUSIP number
- 074347VL6

9 Name and title of officer of the issuer or-other person whom the IRS may call for more information
Francenia B. Heizer, Bond Counsel

10 Telephone number of officer or other person

(803 ) 799-9800

11 Education

12 Health and hospital

13 Transportation

14 Public safety . .

15 Environment (including sewage bonds)

16 Housing .

17 Utliities .

18  Other. Describe » Refundmg Ex1st1ng Debt

Type of Issue (enter the issue price) See Instructions and attach schedule

11
12
13
14
15
16
17
18 |  $8,720,960 | 80

19 If obligations are TANs or RANs, check only box 19a .
If obligations are BANs, check only box 19b .
20 If obligations are in the form of a lease or installment sale, check box

Description of Obligations. Complete for the entire issue for which this form is being filed.

{a) Final Maturity Date

{c) Stated redemption

(b} Issus price price at maturity

average maturity

(d) Weighted (e} Yieid

21 | February 1, 2022

8,720,960.80 8,125,000.00 7,.483 years 22255572 %
Uses of Proceeds of Bond Issue (including underwriters’ discount)
22 Proceeds used for accrued interest . . . 22 3 0700
23 Issue price of entire issue (enter amount from line 21 column (b))

'$ 98,0871]81

23 | 8,720,960 80

24 Proceeds used for bond issuance costs (including underwriters’ discount) 24
25 Proceeds used for credit enhancement . . . 25
26 Proceeds allocated to reasonably required reserve or replacement fund 26
27 Proceeds used to currently refund prior issues . . . . | 27
28 Proceeds used to advance refund prior issues . . . . . 28

8,622,942] 99

29 Total (add lines 24 through 28) .

8,720,960 | 80

30 Nonrefunding proceeds of the issue (subtract I|ne 29 from l|ne 23 and enter amount here) 3 0100
Description of Refunded Bonds (Complete this part only for refunding bonds. ) ‘

31 Enter the remaining weighted average maturity of the bonds to be currently refunded . . . B years
32 Enter the remaining weighted average maturity of the bonds to be advance refunded . . . B 7.527 years
33 Enter the last date on which the refunded bonds will be called (MM/DD/YYYY) . . . . P February 1, 2012

34 Enter the date(s) the refunded bonds were issued B (MM/DD/YYYY)
For Privacy Act and Paperwork Reduction Act Notice, see separate instructions.

Cat. No. 637738 Form 8038-G (Rev. 5-2010)



Form 8038-G (Rev. 5-2010) : Page 2

Part Vi Mlscellaneous

35 Enter the amount of the state volume cap allocated to the issue under section 141 (b)(5)

36a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract [+
(GIC) (see instructions) . . e

b Enter the final maturity date of the GlC > '
37 Pooled financings: a Proceeds of this issue that are to be used to make loans to other

governmental units . . 37a
b If this issue is a loan made from the proceeds of another tax- exempt issue, check box > [:] and enter the name of the
issuer b and the date of the issue b
38 |If the issuer has designated the issue under section 265(b)(3)(B)(i)(IIl) (small issuer exception), check box . . . . B[]
39 |Ifthe issuer has elected fo pay a penalty in lieu of arbitrage rebate, checkbox . . . . . . . . . . p»[]
40 |f the issuer has identified a hedge, check box . . . . . . . ) . . . . . . . AN

Under penal ;es’ufﬁerjury, 1 declare that | have examined this retum, and accompanying schedules and statements, and to the best of my knowledge
and beliefthey are (ue correct, and complete. | further deglare that | casent to the IRS's disclosure of the issuer's retum information, as necessary
Signature | to process this retum; to theézarseﬂ-ihat | have authorized
and

Consent

David A. Starkey,

i 11/18/2010 > Chief Financial Ofﬂcer

Type or print name and title

l Sign of |ssuer‘s authorized representahve' Date

. — Date Preparers SSN or PTIN
Paid iy > Fo F1on k’g/ 3/‘?64 11/18/10 Sheok  ves [ | P01080941

Preparer's

Use Oni Firm's narme (or MgNair Law Firm, P.A. EIN 57 ] 0703244
y ;zz;:;f:z'n:fgm;‘g- Post Office Box 11390, Columbis, South Caroling, 29211 Phone no. ( 803 ) 799-9800

Form 8038-G (Rev. 5-2010)



DISCLOSURE DISSEMINATION AGENT AGREEMENT

This Disclosure Disscmination Agent Agreement (the “Disclosure Agreement™), dated as of
November 18, 2010, is executed and delivered by Beaufort County, Scuth 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 (hereinafier dcfined) of the Bonds
(hereinafter defined) and in order lo provide cerfain continuing disclosure with respect to the Bonds in
accordance with Rule 15¢2-12 of the United States Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time (the “Rule”).

SECTION 1. Definitions. Capitalized terms not otherwise defincd 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 Filing Date” means the date, set in Sections 2(a) and 2(f), by which the Aanual Report
is fo be filed with the Repository,

“Annual Financial Information” means annual financial information as such ferm 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 1ssuer for the prior
fiscal year, certified by an independent auditor as prepared in accordance with generally accepted
accounting principlcs or otherwise, as such term is used in paragraph (b)(5)(i) of the Rule and
specificd in Section 3(b) of this Disclosurc Agreement.

“Annual Report” means an Annual Report described in and consistent with Section 3 of this
Disclosure Agreement.

“Bonds” means the obligations of the 1ssuer, as listed on the attached Exhibit A, with the 9-digit
CUSIP numbers relating thereto.

“Certification” means a writien certification of compliance signed by the Disclosure
Representative stating that the Annual Report, Audited Financial Statements, Voluntary Report or
Notice Fvent nolicc delivered to the Disclosure Dissemination Agent is thc Annual Report,
Audited Financial Statemcents, Voluntary Report or Notice Event nofice required to be submitted
to the Repository 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 ali Bonds to which the document applies.

“Disclosure Representative” means the Finance Dircctor, the senior member of the Issuer or his
or her designee, or such other person as the Issuer shall designate in writing fo the Disclosure
Dissemination Agent from time to time as the person responsible for providing Information to the
Disclosure Dissemination Agent.

“Disclosurc Dissemination Agenl” mcans Digital Assurance Certification, L.L.C, acling in its
capacity as Disclosure Dissemination Agent hereunder, or any successor Disclosure

Dissemination Agent designated in writing by the Issuer pursuant to Section 9 hercof.

*“Holder” means any person (a) having the power, directly or indirectly, to vote or consent with
respect to, or fo dispose of ownership of, any Bonds (including persons holding Boads 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.

“Official Statement” means that Official Statement prepared by the Issuer in connection with the
Bonds as listed on Appendix A.

“Repository” means the Municipal Securities Rulemaking Board through its Electronic Municipal
Market Access ("EMMA”) system at www.emma.msib.org.

“Trustee” means the institution identified as such or identified as Registrar/Paying Agent in the
document under which the Bonds were issued.

“Voluntary Repert” means the information provided to the Disclosure Dissemination Agent by
the Tssuer pursuant to Section 7.

SECTION 2. Provisicn of Annual Reports.

(a) The Issuer shall provide, annually, an clectronic copy of the Annual Report and
Certification to the Disclosure Dissemination Agent, together with a copy for the Trustee, not later than
30 days priot 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 the
Repository not later than 210 days after the end of each fiscal year of the Issuer, commencing with the
fiscal year ending June 30, 2010. Such date and each anniversary thereof is the Annual Filing Date. The
Annual Report may be submitted as a single document or as separate documents comprising a package,
and may cross-reference other information as provided in Section 3 of this Disclosure Agreement.

(b) If on the fifteenth (15th) day prior to the Annual Filing Date, the Disclosure
Dissemination Agent has not received a copy of the Annual Report and Certification, the Disclosure
Dissemination Agent shall contact the Disclosure Representative by telephone and in writing (which may
be by e-maib) to remind the Issuer of its undertaking to provide the Animmal 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 business days prior to the Annual Filing Date, or (ii) instruct the Disclosure Dissemination Agent in
writing that the Issuer will not be able to file the Annual Report within the time required under this
Disclosure Agreement, state the date by which the Annual Report for such year will be provided and
instruct the Disclosure Dissemination Agent that a Notice Event as described in Section 4(a)(12) has
occurred and to immediately send a notice to the Repository 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 Disclosurc Dissemination Agent to immediately send a notice to each the Repository in
substantially the form attached as Exhibit B.
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(d)

any).
(e)

(®

COLUMBIA [121206v]

If Audited Financial Statements of the Issuer ate prepared but not available prior to the
Annual Filing Date, the Issuer shall, when the Audited Financial Statements ave available, provide in a
timely manner an clectronic copy to the Disclosure Dissemination Agent, accompanied by a Certificate,
together with a copy [or the Trustee, for filing with each National Repositary and the State Depository (if

The Disclosure Dissemination Agent shall:

(1)
(i)
(i)

(iv)

upott recetpt, promptly file each Annual Report received under Section 2(a) with
the Repository;

upon receipt, promptly file each Audited Financial Statement received under
Section 2(d) with the Repository;

upon receipt, promptly file the text of each disclosure to be made with the
Repository together with a completed copy of the MSRB Material Event Notice
Cover Sheet in the form attached as Exlibit C, describing the evenl by checking
the box indicated below when filing pursuant o the Section of this Disclosure
Agreement indicated:

I. “Principal and interest payment delinquencies,” pursuant to Sections 4(c)
and 4(a)(1);

2. “Non-Payment related defaults,” pursuant to Sections 4(c) and 4(a)(2);

3. “Unscheduled draws on debt service reserves reflecting financial
difficuities,” 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 thetr failure to perform,”
pursuant to Sections 4(c) and 4{(a)(5);

6. “Adverse tax opintons 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 hofders,” pursuant to Sections 4(c)
and 4a)(7),

8. “Bond calls,” pursuant to Scctions 4(c) and 4{a)(8);

9. “Defeasances,” pursuant to Sections 4{c) and 4(a}(9);

£0. “Release, substitution, or sale of properly sccuring 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 Scction 2(c), together with a completed copy of
Exfiibit B to this Disclosure Agreement;

3. “Other material event notice (specily),” pursuant to Section 7 of this
Agreement, together with the summary description provided by the
Disclosure Representative.

provide the Issuer cvidence of the filings of each of the above when made, which

shall be by means of the DAC syslem, for so Jong as DAC s the Disclosure

Dissemiination Agent under this Disclosure Agreement.

The Issuer may adjust the Annual Filing Date upon change of its fiscal year by providing
written notice of such change and the new Annual Fiting Date to the Disclosure Dissemitnation Agent,
Ttustee (if any) and the Repository, provided that the period between the cxisting Annual Iiling Date and
new Annual Filing Date shall not exceed one year,



SECTION 3. Content of Annual Reports.

(a} Fach Annual Report shall contain Annual Financial Information with respect to the Issuer,
including the information provided in the Official Statement under the headings: “THE BONDS” -
“Security,” “DEBT STRUCTURE” “-Qutstanding Indebtedness” and “CERTAIN FISCAL MATTERS”
- Assessed Value of Taxable Propesty in the County,” “- Estimated True Value of All Taxable Property
in the County,” *- Tax Rates,” “- Tax Collections for Last Five Years,” and “-Ten Largest Taxpayers.”

(b) Audited Financial Statements prepared in accordance with GAAP as deseribed 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 the Repository. If the document incorporated
by reference is a final official statement, it must be available from the Repository. The Issuer will clearly
identify each such document so incorporated by reference.

SECTION 4. Reporting of Notice Lvents.

(a) The occurrenice of any of the following events, if material, with respect to the Bonds
constitutes a Notice Event:

i. 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

difficultics;

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 repayinent of the Bonds;
1. 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 Diselosure Dissemination Agent to report the oceurrence
pursvant to subsection (¢). Such notice shall be accompanied with the text of the disclosure that the Issuer
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desires to make, the written authorization of the Issuer for the Disclosurc Dissemination Agent to
disseminate such information, and the date the Issuer desires for the Disclosure [isscmination Agent to
disseminate the information,

(b) The Disclosure Dissemination Agent is under no obligation to notify the Issuer or the
Disclosure Representalive of an cvent that may constitate a Notice Event. In the event the Disclosure
Dissemination Agent so notilies 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 issucy for the Disclosure
Dissemination Agent to disseminate such information, and the date the Issuer desires for the Disclosure
Dissetnination 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 fo report the occurrence of a Notice Event, the Disclosure
Disscmination Agent shall promptly file a notice of such occurrence with the Depository.

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 Reposts, 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 CUSEP
numbers for the Bonds as to which the provided information relates.

SECTION 6. Additional Disclosure Obligations. The Issuer acknowledges and understands
that other state and federal laws, including but not limited to the Securities Act of 1933 and Rule 10b-5
promulgated under the Secusities Exchange Act of 1934, may apply to the Issuer, and that the failure of
the Disclosurc Dissemination Agent to so advisc the Issucr shall not constitute a breach by the Disclosure
Dissemination Agent of any of its duties and responsibilities uader this Disclosure Agrcement. 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 Agrecment.

SECTION 7.  Voluntary Reports.

(a) The Issuer ay instruct the Disclosure Dissemination Agent to file information with the
Repository, from time fo time pursuant to a Certification of the Disclosure Represcntative 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 tn any Annual
Report, Annual Financial Statement, Voluntary Report or Notice Event notice, in addition o that required
by this Disclosurc Agreement. If the lssuer 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 fulure Annual Report, Annual
Financial Statement, Voluntary Report or Notice Event notice.
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SECTION 8. Termination of Reporting Obligation. The obligatians 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 payiment 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
counse] to the offect that continuing disclosure is no longer required.

SECTION 9. Disclosure Dissemination Agent. The Issuer has appointed Digital Assurance
Certification, 1..1..C. as exclusive Disclosure Dissemination Agent under this Disclosute Agreement, The
Issuer nay, upon thirty days written notice to the Disclosure Disscmination 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 Tssuer or DAC, the lssuer agrees to appoint a
successor Disclosure Dissemination Agent or, aiternately, agrees to assume ail responsibilities of
Disclosure Disseinination Agent under this Disclosure Agreement for the benefit of the IHoiders of the
Baonds. Notwithstanding any replacesent or appointment of a successor, the Issuer shall remain liable
until payment in full for any and ail 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 i0. Remedies in Event of Default. In the event of a failure of the Issuer or the
Disclosure Dissemination Agent to comply with any provision of this Disclosure Agreement, the Holders’
rights to enforce the provisions of this Agreement shall be limited solely to a right, by action in
mandamus or for specific performance, to compel performance of the partics’ obligation under this
Disciosure 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 fo the Bonds, and all
rights and remedies shall be limited lo those expressly stated herein,

SECTION il. 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 Disseinination Agent’s obligation to deliver the information
af the times and with the contents described herein shall be limited to the extent the Issuer hus 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 disclosurcs or
notice made pursuant fo 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 1o
it by the Issuer and shall not be deemed to be acting in any fiduciary capacity for the Issucr, the Holders
of thc Bonds or any other parly. The Disclosure Dissemination Agent shali have no responsibitity for the
Issuer’s failure to report to the Disclosure Dissemination Agent a Notice Event or a duty to defermine the
materiality thereof. The Disciosure Dissemination Agent shall have no duty to determine, or liability for
[ailing to determine, whether the Issucr has complied with this Disclosure Agreement. The Disclosure
Dissemination Agent may conclusively rely upon certifications of the Issuer at ail times.

THE ISSUER AGREES TO INDEMNIFY AND SAVE THE DISCLOSURE DISSEMINATION
AGENT AND ITS RESPECTIVE OFFICERS, DIRECTORS, IEMPLOYELES AND AGENTS,
HARMLESS AGAINST ANY LOSS, EXPENSE AND LJABILITIES WIHICH THEY MAY INCUR
ARISING OUT OF OR IN THE EXERCISE OR PERFORMANCE OF THUIR POWERS AND
DUTIES HEREUNDER, INCLUDING THE COSTS AND EXPENSLS (INCLUDING ATTORNEYS
FEES) OF DEFENDING AGAINST ANY CLAIM OF LIABILITY, BUT EXCLUDING LIABILITIES
BULE TO THE DISCLOSURE DISSEMINATION AGENT’S GROSS NEGLIGENCE OR WILLIFUL
MISCONDUCT.
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The obligations of the [ssuer under this Section shall survive resignation or removal of the Disclosure
Dissemination Agent and defeasancc, redemption or payment of the Bonds.

{b) The Disclosure Dissemination Agent may, from time to thme, consult with fegal counse!
(either in-house or external) of its own choosing in the cvent 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 kegal 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 Jssuer and the Disclosure Dissemination Agent may amend this Disclosure Agreement
and any provision of this Disclosure Agreement may be waived, if such amendment or watver is
supported by an opinion of counscl expert in federal securities laws acceptable to both the Issuer and the
Disclosure Dissemination Agent to the effect that such amendment or waiver does nol matcerially impair
the interests of Holders of the Bonds and would not, in and of itself, causc the undertakings herein to
violate the Rule if such amendment or waiver had been effective on the datc hereof but taking into
account any subsequent change in or official interpretation of the Rule; provided neither the Issuer or the
Disclosure Dissemination Agent shall be obligated to agree to any amendment modifying their respective
duties or obligations without their consent thereto.

Notwithstanding the preccding paragraph, the Disclosure Dissemination Agent shall have the
right to adopt amendments to this Disclosure Agreement necessary to comply with medifications 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 [0 days following the giving of such notice, send a notice to the Disclosure Disscmination Agent
in writing that it objects to such amendment.

SECTION 3. Beneticiaries. This Disclosure Agrcement 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 faws of the
State of New York (other than with respect to conflicts of laws), except that the capacity of the Issuer to
enter into this Disclosure Agreement and its enforceability against the Issuer shall be governed by and
construed in accordance with the laws of the State of South Carolina.

SECTION 5. Counterparts.  This Disclosure Agreement may be executed in several
counterparts, cach of which shall be an original and all of which shall constitute but one and the same

mstrument,

[Signature page follows]
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The Disclosure Dissemination Agent and the Issuer have caused this Disclosure Agreement to be
executed, on the date first written above, by their respective officers duly authorized.

COLUMBIA 1021206v1

DIGITAL ASSURANCE CERTIFICATION, L.L.C,,
as Disclosure Dissemination Agent

Name: Diana O'Brien
Title:  Vice President

BEAUFORT COUNTY, SOUTH CAROLINA,
as Issuer

By:
Name: Gary Kubic
Title: Administrator

Signature Page to Disclosure Dissemination Agent Agreement



The Disclosure Dissemination Agent and the [ssuer have caused this Disclosure Agreement to be
cxecuted, 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: G&Wkﬁ&u
Name: Gary Kupic ,/
Title: Administrator

Signature Page to Disclosure Dissemination Agent Agreement
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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 Refunding Bonds, Series 2010C, $8,125,000
Date of Issuance: November 18, 2010

Date of Official Statement November 4, 2010

CUsIP
No.

074347V C6
074347VD4
074347VE2
074347VEF9
074347V G7
074347VHS
074347V]1

074347VKS
074347V1.6
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EXHIBIT B
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of [ssuer Beaufort County, South Carolina

Obligated Person(s) David Starkey, Chief Financial Offieer

Name of Bond Issue: General Obligation Refunding Bonds, Series 2010C, $8,125,000
Date of Issuance: November 18, 2010

Date of Official Statement November 4, 2010

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 November 18, 2010, between
the Issuer and Digital Assuranee Certification, 1..1..C., as Disclosure Dissemination Agent. The Tssuer has
notified the Disclosure Dissemination Agent that it antieipates that the Annual Report will be filed by

Dated:

Digital Assurance Certification, LL.L.C., as Disclosure Dissemination Agent, on behatf 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 Secarities Rulemaking Board
or to all Nationally Recognized Municipal Securities Infurmation Repositories, and the State Inforination

Depository, if applicable, pursuant to Sccurities and Exchange Commission Rule 15¢2-12(b)(5)(1)(C) and
(D).

1ssuer’s and/or Other Obligated Person’s Name:

Issuer’s Six-Digit CUSIP Number:

or Nine-Digit CUSTIP Number(s) of the bonds to which this material event nofice relates:

Number of pages of attached matertal event notice:

Description of Material Events Notice (Check One);

1. Principal and interest payment delinquencies

2. Non-Payment related defaults

3. Unscheduied draws on debt service reserves reflecting financial difficulties
4, Unscheduled draws on eredit 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-exeinpt status of the security
7. Modifications to rights of securities holders

8.  Bondcalis

9. Defeasances

0. Release, substitution, or sale of property securing repayment of the securities
I'l, _ Rating changes

12. __ Failure to provide annual [inancial information as required

13, Other material cvent notice (specify)

14,

[ hereby represent that T am authorized by the issuer or its agent to distribute this information publicly:

Signature:

Name: Title:

Employer: Digital Assurance Certification, L.L.C,

Address:

Cily, State, Zip Code:

Voice Telephone Number;

C-1
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REFUNDING TRUST AGREEMENT

This Refunding Trust Agreement (the “Agreement™) dated November 18, 2010, by and between
the Beaufort County, South Carolina (the “County™) and Wells Fargo Bank, N.A. in Atlanta, Georgia, as
escrow agent (the “Escrow Agent”).

WITNESSETH:

The County has heretofore issued its $25,100,000 original principal amount General Obligation
Bonds, Series 2002, dated March 1, 2002 (the “2002 Bonds™). The 2002 Bonds maturing an February 1,
2014 through February I, 2022 presently outstanding in the principal amount of $8,075,000 (the “Bonds to
be Refunded™) will be refunded with a portion of the proceeds of the Bonds (hereinafter defined).

The County has authorized and issued its $8,125,000 General Obligation Refunding Bonds, Series
2010C, dated November 18, 2010 (the “Bonds™), a portion nf the proceeds of which witl be depesited with
the Escrow Agent pursuant to the provisions of Ordinance No, 2010/14 enacted by the County Council on
September 13, 2010 (the “Ordinance™), in order to provide funds to effect the refunding of the Bonds to be
Refunded. The County wishes to enter into this Agreement to carry out such purposes.

Now therefore, in consideration of the foregoing and of the mutual covenants herein set forth, the
County and the Escrow Agent agree as follows:

SECTION 1, In order to secure the payment of the principal of and interest on the Bonds to be
Refunded, the County hereby pledges and sefs over tn the Escrow Agent for deposit in the refunding trust
fund (the “Refunding Trust Fund™) created pursuant to Section 2 hereof, in trust for the benefit and security
of the holders of the Bonds to be Refunded, subject to the terms and conditions hereinafier set forth, the sum
of $8,622,942.99 which was derived from a portion of the proceeds of the sale of the Bonds. The County
represents that such swm ($8,622,942.99) is an amount which, when invested as provided herein, will be
sufficient tn pay the interest due on the bonds on February 1, 2011, August 1, 2011, and the redemption
price of the Bonds to be Refinded which will become duc and payable on February 1, 2012,

Such amount shall be deposited by the Escrow Agent in the Refunding Trust I'und hereinafter
referred to. The Escrow Agent acknowledges receipt of the foregoing amount on the date hereof.

SECTION 2. There is hereby established with the Escrow Agent a special and irrevocable trust
fund designated the “Beaufort County, South Carolina, Refunding Trust Fund of 2010 (the “Refunding
Trust Fund”) to be held in the custody of the Escrow Agent as a trust fund separate and apart from all other

funds of the County or of the Escraw Agent for the putposcs set forth in Section | hereof.

Except as provided hereinafter with respeet to funds in excess of the amounts required therefor,
funds on deposit in the Refunding Trust Fund shall be used solely for the purposcs set forth in Section 1.

SECTION 3. Concurrently with the execution nf this Agreement, the Escrow Agent shall apply
$8,622,924.00 from the amounts deposited with it pursuant to Section | above to purchase from the Bureau
of Public Debt on November 18, 2010, the obligations shown on Lixhibit A hereto. The remaining $0.99
shall be held in cash and uninvested.

All obligations purchased and held hercunder as shown on Exhibit A or any direct, non-callable
United States Treasury Obligations substituted therefor in acenrdance with the provisions of this Agreement
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are collectively referred to as “Government Obligations.” Government Obligations shall not be deemed to
include unit investment trusts and moncy market mutual funds.

The County represents that the Government Obligations shall earn interest and mature in such
amounts and at such times as shall be necessary and sufficient, together with other funds held in the
Refunding Trust Fund, to pay the principal of and interest on the Bonds to be Refunded as they respectively
mature as sel forth in Section 1 hereof.

SECTION 4. Upon the written direction of the Caunty, subject to the conditions and limitations
herein set forth, the Escrow Agent shall selt, transfer and request the redemption of or otherwise dispose of
any of the Government Obligations purchased hereunto or reinvest the maturing principal of and interest on
Government Obligations, provided that there are substituted therefore, or such reinvestment is made in,
other Government Obligations as hereinafter provided, The County hereby covenant and agree that they
will not request the Escrow Agent to exercise any of the powers described in the preceding sentence in any
manner which cause any of the Bonds to be Refunded to be arbitrage bonds within the meaning of Section
148 of the Internal Revenuc Code of 1986, as amended (the “Code™), and the regulations thereunder,

As directed by the County the Escrow Agenl shall purchase such substituted Govermnent
Obligations with the proceeds derived from the sale, transfer, redemption or other disposition of
Govermnent Obligations held hereunder or with the maturing princtpal and interest of Government
Obligations held hercunder, Any such salc, transfer, redemption or other disposition of Government
Obligations or a purchase of Gevernment Obligations with maturing principal or interest, and substitution
under the provisions of this Section may be effected only by a simultaneous transaction and only if (a) an
independent certilied public accountant shall certify that the Government Obligations to be substituted,
together with the Government QObligations which will continue to be held in the Refunding Trust Fuad and
cash on deposit in the Refunding Trust Fund, will earn interest and mature in such amounts and at such
times together with any other funds held therein to provide sufficient moneys from such interest and
maturing principal to pay when due, all principal of and interest on the Bonds to be Refunded which have
not previously been paid, and (b) the Escrow Agent shali receive an unqualified opinion of nationally
recognized bond counsel to the effect that such sate, transfer, redemption or other disposition or purchase,
and substitution of, Government Obligations is permitted under the provision of this Agrcement has been
duly authorized by the County and will not cause the Bonds to be Refunded to be arhitrage bonds within the
meaning of Section 148 of the Code, and the regulations thereunder or otherwise cause the interest on the
Bonds to be Refunded or the Bonds to be included in gross income under Scction 103 of the Code,

I the event that as a result of any such substitution, amounts available from the maturing principal
of and income on the Governinent Obligations together with other funds on deposit in the Refunding Trust
Fund exceed the amount required to pay the principal of and intercst on the Bonds to be Refunded, such
excess amounts shall be paid over to the County upon receipt by the Escrow Agent of a certilicate fiom
independent certified public accountant which shall set forth:

(1) the amounts of any excess;

(ii) the date on which such amounts become excess; and

(iify  that if such excess amounts are withdrawn from the Refunding Trust Fund, the Government
Obligations, income therefrom, and other funds held in the Refunding Trust Fund shall be sufficient to pay
the principal of and foterest on the Bonds to be Refunded, as and when the same become due and payable.
Upon receipt of such certificate, the Escrow Agent shall pay at such time and from time to tiine the amounts
certified to be excess on the dales such amounts become excess in accordance with such certificate,

COLUMBLA 1021222v1 2



SECTION 5. The Escrow Agent shall colleet on the due dates thereof the principal and interest
on the Government Obligations on deposit with it and shall transfer on or before the respective due dates
thereof, to the Escrow Agent, as Paying Agent for the Bonds to be Refunded, sufficient moneys [rom the
principal and interest so received and other funds held in the Refunding Trust Fund on each principal and
interest payment date,

SECTION 6. The Government Obligations, moncys representing principal of and interest earned
on Government Obligations and funds on deposit in the Refunding Trust Fund shall be subject to an express
lien and trust for the benefit of the holders of the Bonds to be Refunded untit used and applied in accordance
with this Agreement.

SECTION 7.  Pursuant to a letter dated Navember 18, 2010, the County has instructed the
Escrow Agent to call the Bonds to be Refunded for redemption on February 1, 2012 and the Escrow Agent
has acknowledged receipt of same. The Escrow Agent agrees to cause such redemption to be in given in
accordance with the Ordinance of the County authorizing the 2002 Bonds and certifies that the provision
madc for the giving of such notice is satisfactory to it

SECTION 8. The liability of the HEscrow Agent to make the payments required by this Agreement
with respect to the Bonds to be Refunded shall be limited 1o the trust funds on deposit in the Relunding
Trust Fund. The Escrow Agent shall not be liable for any loss resulting [rom any investment tnade pursuant
to this Agreement in compliance with the provisions hereof.

The Escrow Agent shall have o responsibility to any person in connection herewith cxcept those
persons specifically provided herein.

In the event of the Escrow Agent’s failure to account for any of the funds received by it, the funds
shall be and remain the property of the County in trust for the holders of the Bonds to be Refunded as herein
provided; and if for any reason such funds cannot be identified, the assets of the Escrow Agent shall be
impressed with a trust for the amount thereof and, to the fullest extent permitted by taw, the County shall be
entitled to a preferred claimn upon such assets until such identification is made.

SECTION 9. The trust created hereby shall be irrevocable. This Agreemont shall terminate when
the moneys on deposit therein have been used to provide for the payment of the Bonds to be Refunded. The
Escrow Agent shall thereupon be relcased and discharged with respect thereto. Any amounts held by the
Escrow Agent after February 1, 2012, and not required to pay or to provide for the payment of the principal
of and interest on the Bonds to be Refunded shall be paid over to the County.

SECTION 10. The County shall pay to the Escrow Agent a one-time fee of $1,500.00 for its
services as Escrow Agent for the Bonds to be Refunded, plus any reasonable expenses. Neither the County
nor the Escrow Agent shall have any lien or claim whatsoever upon moneys in the Refunding Trust Fund for
the payment of any such fees, compensation or expenses, The Escrow Agent agrees that such provision for
payment is salisfactory to it.
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SECTION 1]1. The Escrow Agent shall have no responsibility to the County or any other person
in connection herewith except those responsibilities specifically provided herein and shall not be
responsible for anything donc or omitted to be done by it except for its own negligence, willful misconduct
or other default in the pecformance of any obligation imposed on it hereunder. The Escrow Agent, except as
herein specifically provided for, is not a party to, nor is it bound by or need give consideration to the terms
or provisions of any other agreement or undertaking between the County and any other person, and the
Escraw Agent assents to and is to give consideration only fo the terms and provisions of this Agreetment,
Unless specifically provided herein, the Escrow Agent has no duty to detcrmine to inquire into the
happenings or oceurrence of any cvent or contingency or the performance or failure of performance of the
County with respect to arrangements or contracts with others, the Escrow Agent’s sole duty hereunder being
to safeguard the Refunding Trust Fund and to dispose of and deliver the same in accordance with this
Agreement. If, however, the Escrow Agent is called upon by the terms of this Agreement to determine the
occurrence of any such event or contingency, the Escrow Agent may request from the County or any other
person such reasonable additional evidence as the Escrow Agent in its discretion may deem necessary to
determine any fact relating to the occurrence of such cvent or contingency, and in this connection may
inquire and consult with the County, among othcrs, at any time.

SECTION 12. The Escrow Agent agrees to perform only the express duties and obligations
imposed upon it by this Agreement.

The Escrow Agent may resign and thereby become discharged from the duties and obligations
hereby crcated, by notice in writing given to the County and published once in a newspaper of general
circulation in the State of South Carolina, and by first-class matl, postage pre-paid, to the respective holders
of the Bonds to be Refunded, not less than 60 days before such resignation is scheduled to take effect.
Such resignation shatl take effcet only upon the appointment of a new c¢scrow agent, and such new escrow
agent may be appointed by the County before the time scheduled by such notice, and such new escrow agent
may then take over the dutics and obligations thereof.

The Escrow Agcut may be removed at any time by an instrument or concurrent instruments in
writing, executed by the holders of not fess than 51% in aggregate principal amount of the Bonds to be
Refunded then outstanding, such instruments to be filed with the County, and notice in writing given by
such halders to the County and (uniess all of the bondholders have consented to such removatl) published
once in a newspaper of general circulation in the State of South Carolina, and by first-class mail, postage
pre-paid, to the respective holders of the Bonds to be Refunded, not less than 60 days before such removal is
to take effect as stated in such instrument or instruments,

The Escrow Agent may also be removed at any time for any breach of trust or for acling or
proceeding in violation of, or for failing to act or proceed in accordance with, any provisions of this
Agreement with respect to the duties and obligations of the Escrow Agent, by any court of competent
jurisdiction upon the application of the County or the holders of not less than 10% in aggregate principal
amount of the Bonds to be Refunded to be then outstanding. Such removal shall take effect only upon the
appointment of a new escrnw agent and such new cscrow agent must be appointed by the County before the
time scheduled by such notice and such new escrow agent may then take over the duties and obligations
thercof.

If Wells Fargo Bank, N.A, shall cease to be the Escrow Agent under this Agreement, then, upon
appaintment of a successor escrow agent, if requested by the County such Escrow Agent shall execute such
agreements, assignments and other documents as shall be neccssary to vest in such successor escrow trustee
all the title, rights, duties and obligations of such Escrow Agent under this Agreement and in the
Government Obligations deposited or (o be deposited or received by the Escrow Agent under this
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Agreement, and upon acceptance by such successor escrow agent of the frusts created hereunder, ail further
title, rights, duties and obligations of such bank under this Agrecment shall cease and determine and be
discharged, saving rights or liabilities thereto accrued to or by the County or the Escrow Agent.

Anty corparation ot association into which the Liscrow Agent may be merged or with which it may
be consolidated, or any corporation or association resulting [rom any merger, or any corporation or
assoctation succeeding to the business of the Escrow Agent, shall be the successor of the Escrow Agent
hereunder without the execution or filing of any paper or any further act on the part of any of the parties
hereto.

SECTION 13. If any onc or inore of the covenants or agrecments provided in this Agreement on
the part of the County or the Escrow Agent to be performed should be determined by a court of competent
jurisdiction to be contrary to law, such covenant or agreement shall be deemed and construed to be
severable from the remaining covenants and agreeinents herein contained and shall in no way affect the
validity of the remaining provistons ol this Agreement.

SECTION 14, This Agreement may be amended to (a) correct language or to cure any ambiguity or
defective provisions, omission, mistake or manifest error herein contained; (b) to provide for the deposit of
additional cash and for securities in the Refunding Trust Fund.

SECTION 15. This Agreement shall be construed under the laws of the State of South Carolina.

SECTION 16. This Agreement may be executed in several counterparts; ali or any of such shall be
regarded for all purposes as one original and shall constitute and be but one and the same instrument.

[Signature page to follow]
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IN WITNESS WHEREQF, the parties hereto have each caused this Agreement to be executed by
their duly authorized officers as of the date first above written.

BEAUFORT COUNTY, SOUTH CAROLINA
By: GM@«L
Coun@nistrﬂ[or

Signature Page to Refunding Trust Agreement
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WELLS FARGO BANK, N.A. as Escrow Agent

/

VICE PRESIDENT
Its:

Signature Page to Refunding Trust Agreement
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EXHTIBIT A

GOVERNMENT OBLIGATIONS

(See attached)
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REGISTRAR'S CERTIFICATE

Wells Fargo Bank, N.A., as Registrar for the $8,125,000 General Obligation Refunding Bonds,
Series 2010C, dated November 18, 2010 (the “Bonds™), 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 Bonds. The
Registrar has authenticated the Bonds by having the Registrar's Certificate of Authentication signed by
authorized officers of the Registrar and has delivered the Bonds to the Depository Trust Company in New
York, New York for the account of Hutchinson, Shockey, Erley & Co.

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
ELIZABETH T. WAGNER ESIDENT A N D -
i { _’L__ L \,.-{11/[\”;’\'&\\%:'\ 5 COA~
3, The persons indicated above were at the time of the authentication of the Bonds

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 Bonds 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 18" day of November, 2010.

Vil H;,, WELLS FARGO BANK, N.A., as Registrar
SEAWS NATION,

N/ y
‘ 34 4 P g
“_ f"ﬂ( By: fjg;ug}hﬂLLw¢/

W

1%

N

Its: VICE PRESIDENT

12308
ipggasns

N
7y

Error! Unknown document property name,



CERTIFICATE AS TO ISSUE PRICE

This certificate is furnished by Hutchinson, Shockey, Erley & Co., the book-running senior
manager of the underwriters of the $8,125,000 General Obligation Refunding Bonds, Series 2010C (the
“Bonds”), dated November 18, 2010, of Beaufort County, South Carolina, to establish the “issue price”
of the Bonds 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 Bonds of each maturity to the public in a bona fide

offering at the initial offering prices or yields (expressed as a percentage of principal amount and
exclusive of accrued interest) set forth below (the “Initial Offering Prices™).

Year Principal Amount

Maturity Maturing Reoffering Price Yield
2014 $ 805,000 103.336% 0.94%
2015 825,000 103.685 1.10
2016 840,000 102.999 1.40
2017 860,000 107.559 1.71
2018 895,000 106.675 2.00
2019 925,000 105.587 2.25
2020 950,000 112.260 2.50
2021 990,000 111.145 2.74
2022 1,035,000 110.655 2.88

2. At the time (November 4, 2010, the “Sale Date”) the Bonds were awarded to us at a

competitive sale, the Underwriter reasonably expected to sell at least 10% of the aggregate face amount
of each maturity of the Bonds to the public (excluding bond houses, brokers or similar persons acting in
the capacity of underwriters or wholesalers) at the Initial Offering Prices.

3. For purposes herein, the undersigned has determined the aggregate reoffering price of the
Bonds to be $8,720,960.80 representing the sum of (a) the aggregate principal amount of the Bonds equal
to $8,125,000.00 plus an original issue premium of $595,960.80. The price paid for the Bonds does not
exceed the fair market value of such Bonds as of the Sale Date.
4, No Bonds were sold in exchange property.
Signed this 18" day of November, 2010.

HUTCHINSON, SHOCKEY, ERLEY & CO.

By: W& /{//(

Its: S \/‘(Y3
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PURCHASER'S RECEIPT FOR THE BONDS

Hutchinson, Shockey, Erley & Co. hereby acknowledges receipt of the $8,125,000
General Obligation Refunding Bonds, Series 2010C, of Beaufort County, South Carolina (the “Bonds”).
The Bonds are in fully-registered form, dated November 18, 2010, in denominations of $5,000 or any
integral multiple thereof, bearing interest from their date payable semiannually on February 1 and August
1 of each year commencing February 1, 2011, at the rates per annum set forth below, and mature serially
in successive annual installments on February 1 each of the years and in the principal amounts as
follows:

Principal Interest
February 1 Amount Rate

2014 $ 805,000 2.00%
2015 825,000 2.00
2016 840,000 2.00
2017 860,000 3.00
2018 895,000 3.00
2019 925,000 3.00
2020 950,000 4.00
2021 990,000 4.00
2022 1,035,000 4.00

The Bonds are not subject to redemption prior to their stated maturities.

HUTCHINSON, SHOCKEY & ERLEY & CO.

o (Wl

Its: S \/?

Dated: November 18,2010

COLUMBIA 1021219v1



ANDERSON

MCNAIR

November 18, 2010

Beaufort County, South Carolina
Beaufort, South Carolina

BEAUFORT COUNTY, SOUTH CAROLINA
GENERAL OBLIGATION REFUNDING BONDS, SERIES 2010C
$8,125,000

We have served as bond counsel for Beaufort County, South Carolina (the
“County”) in connection with the issuance of $8,125,000 General Obligation
Refunding Bonds, Series 2010C dated November 18, 2010 (the “Bonds™). 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
representations of the County contained in the Ordinance of the County authorizing the
Bonds and the Federal Tax Certificate of the County dated the date hereof, and in the
certified proceedings and other certifications of public officials and others furnished to
us without undertaking to verify the same by independent investigation. We have
assumed that all signatures on documents, certificates and instruments examined by us
are genuine, all documents, certificates and instruments submitted to us as originals are
authentic and all documents, certificates and instruments submitted to us as copies
conform to the originals. In addition, we have assumed that all documents, certificates
and instruments relating to the issuance of the Bonds have been duly authorized,
executed and delivered by all parties thereto other than the County, and we have further
assumed the due organization, existence and powers of such other parties other than the
County.

As bond counsel, we have been retained solely for the purpose of examining
the validity and legality of the Bonds and of rendering the specific opinion herein stated
and for no other purpose. We have not verified the accuracy, completeness or fairness
of any representation or information concerning the business or financial condition of
the County or the purchaser of the Bonds in connection with the sale of the Bonds.
Accordingly, we express no opinion on the completeness, fairness or adequacy of any
such representation or information.

We refer you to the Bonds and the Ordinance for a further description of the
Bonds the purposes for which the Bonds are issued, the uses of the proceeds from the
sale of the Bonds and the security therefor.

Based on the foregoing, we are of the opinion that, under existing law:

L. The Bonds have been authorized and executed by the County and are
valid and binding general obligations of the County.

ATTORNEYS

Mchair Law Firm, P. A.

1221 Main Street, 17th Floor
Columbia, SC 29201

T (803) 799-9800

F (803) 753-3277

Mailing Address
Post Office Box 11390

Columbia, SC 29211

menair.net

BLUFFTON CHARLESTON CHARLOTTE COLUMBIA GREENVILLE HILTON HEAD MYRTLE BEACH PAWLEYS ISLAND



Beaufort County Council M Q N A I R

November 18, 2010

Page 2 ATTORNEYS

2. The County has power and is obligated to levy and collect annually upon all taxable
property of the County an ad valorem tax, without limitation as to rate or amount, sufficient to pay the
principal and interest of the Bonds as they respectively mature and for the creation of such sinking fund as
may be necessary to provide for the prompt payment thereof.

3. Interest on the Bonds is excluded from gross income for federal income tax purposes and
is not an item of tax preference for purposes of the federal alternative minimum 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 Bonds 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 Bonds to be included in gross income
for federal income tax purposes to be retroactive to the date of issuance of the Bonds.

4, Under the laws of the State of South Carolina, the Bonds 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 Bonds.

The rights of the owners of the Bonds and the enforceability of the Bonds are limited by
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights
generally, and by equitable principles, whether considered at law or in equity.

We express no opinion regarding the accuracy, adequacy, or completeness of the Official
Statement relating to the Bonds. Further, we express no opinion regarding tax consequences arising with
respect to the Bonds 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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October 26, 2010

Beaufort County

P.O. Drawer 1228

Beaufort, SC 29901

Attention: Mr. Gary Kubic, County Administrator

Re: US$7,745,000 Beaufort County, South Carolina, General Obligation Refunding Bonds,
Series 2010C, dated: Date of Delivery, due: February 1, 2014-2022

Dear Mr. Kubic:

Pursuant to your request for a Standard & Poor’s rating on the above-referenced obligations, we
have reviewed the information submitted to us and, subject to the enclosed Terms and Conditions,
have assigned a rating of “AA+”. Standard & Poor's views the outlook for this rating as stable. A
copy of the rationale supporting the rating is enclosed.

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information. The assignment of a rating does not create a fiduciary relationship between us
and you or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, including without
limitation, Section 7 of the Securities Act of 1933. The rating is not a “market rating” nor is it a
recommendation to buy, hold, or sell the obligations.

This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating to interested parties. Standard & Poor’s reserves the right to inform its own clients,
subscribers, and the public of the rating.

Standard & Poor’s relies on the issuer/obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. This
rating is based on financial information and documents we received prior to the issuance of this
letter. Standard & Poor’s assumes that the documents you have provided to us are final. If any
subsequent changes were made in the final documents, you must notify us of such changes by
sending us the revised final documents with the changes clearly marked.

To maintain the rating, Standard & Poor’s must receive all relevant financial information as soon
as such information is available. Placing us on a distribution list for this information would
facilitate the process. You must promptly notify us of all material changes in the financial
information and the documents. Standard & Poor’s may change, suspend, withdraw, or place on
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CreditWatch the rating as a result of changes in, or unavailability of, such information. Standard
& Poor’s reserves the right to request additional information if necessary to maintain the rating.

Please send all information to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041-0003

Standard & Poor’s is pleased to be of service to you. For more information on Standard & Poor’s,
please visit our website at www.standardandpoors.com. If we can be of help in any other way,
please call or contact us at nypublicfinance@standardandpoors.com. Thank you for choosing
Standard & Poor’s and we look forward to working with you again.

Sincerely yours,

Standard & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business

;{ZJMM + (o

enclosures
ce: Mr. Brian G. Nurick
Francenia B. Heizer, Esq.
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AMTEC

TAX-EXEMPT COMPLIANCE

Beaufort County, South Carolina (the “County”)
Beaufort, South Carolina

McNair Law Firm, P.A. (“Bond Counsel”)
Columbia, South Carolina

Wells Fargo Bank, N.A. (the “Trustee”)
Atlanta, Georgia

Ross, Sinclaire & Associates, LLC (the “Financial Advisor”)
Columbia, South Carolina

General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina

Beaufort County, South Carolina proposes to issue the above referenced bonds (the “Bonds”), dated
November 18, 2010, which are assumed to settle on November 18, 2010. The Bonds consist of
$8,125,000 Serial Bonds.

A portion of the proceeds of the Bonds will be used to purchase United States Treasury Securities --
State and Local Government Series (the ‘“Restricted Acquired Obligations™), together with an initial
cash deposit, which will be placed in an irrevocable trust (the “Escrow Fund”), to be used solely to
refund that portion of the County’s General Obligation Bonds, Series 2002 (the “Refunded Bonds™)
described below.

Principal Principal Maturities Redemption Redemption
Series Issued Dated Refunded Refunded Date Price
2002 $25,100,000  March 1, 2002 $8,075,000 2/1/14 t0 2/1/22 2/1/12 100%

At your request, we have independently calculated, based on information and assumptions as provided
to us by the Financial Advisor: (1) the sufficiency of the receipts from the Restricted Acquired
Obligations, when combined with the initial cash deposit, to pay to and at maturity or early redemption,
the principal and interest on the Refunded Bonds; and, (2) the “yields” to be considered by Bond
Counsel in its determination that the Bonds are not “arbitrage bonds” within the meaning of Section
148 of the Internal Revenue Code of 1986, as amended. The term “yield” as used herein, means that
discount rate which, when used in computing the present value of all payments of principal and interest
on an obligation compounded semiannually using a 30/360-day year basis, produces an amount equal
to: in the case of the Restricted Acquired Obligations, the purchase price of such securities; and, in the
case of the Bonds, the par amount, plus the net original issue premium.
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TAX-EXEMPT COMPLIANCE

At your request, we have independently verified the arithmetical accuracy of the computations based
on schedules provided to us by the Financial Advisor. We have relied solely on the assumptions and
information as provided to us by the Financial Advisor and have not made any study or evaluation of
them, except as noted below. We express no opinion on the reasonableness of the assumptions, or the
likelihood that the debt service requirements of the Refunded Bonds will be paid as described in the
accompanying Exhibits.

In the course of our engagement, we used excerpts from the Official Statement for the Refunded
Bonds, the Official Statement for the Bonds and copies of the final subscription forms for the purchase
of the Restricted Acquired Obligations as provided by the Financial Advisor. We compared the
information on the Bonds, the Refunded Bonds and the Restricted Acquired Obligations as provided by
the Financial Advisor with certain information set forth in such documents with respect to prices,
principal payment dates and amounts, interest payment dates and rates, yields, and redemption dates
and prices. We found that the information on the Bonds, the Refunded Bonds and the Restricted
Acquired Obligations as provided by the Financial Advisor was in agreement with the above-
mentioned information set forth in such documents. In addition, we have verified that, based upon the
table of interest rates payable on United States Treasury Securities -- State and Local Government
Series for use on November 4, 2010, the interest rates payable on the Restricted Acquired Obligations
are at or below the maximum allowable interest rate for each maturity date.

In our opinion, based on the assumptions and information provided by the Financial Advisor, the
computations in the schedules provided to us are arithmetically accurate. The computations in the
accompanying Exhibits prepared by us, based upon the escrow securities and deposits to be made as
described in the escrow agreement as provided to us by the Financial Advisor, indicate that:

(1) the receipts from the Restricted Acquired Obligations, together with an initial cash deposit of
$0.99, will be sufficient to pay to and at maturity or early redemption, the principal and interest on
the Refunded Bonds.

(2) the yield of the Bonds is 2.2255572%, the yield of the Restricted Acquired Obligations is
0.1994642%.

(3) we independently tested the different redemption scenarios and verified that the computation
provided by the Financial Advisor produces the lowest yield on the Bonds.

(4) the net present value savings is $858,654.77, when discounted at the yield of the Bonds, and the
percentage of net present value savings based on the Refunded Bonds is 10.633496%.

(5) the information on the SLGS Confirmation of Subscription has been verified as being in
agreement with the attached schedules provided by the Financial Advisor.
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This report is intended solely for the use of the County, Bond Counsel, the Trustee and the Financial
Advisor, and it should not be used by those who have not agreed to the procedures and taken
responsibility for the sufficiency of the procedures for their purposes. However, this report is a matter
of public record and its distribution is not limited. The terms of our engagement are such that we have
no obligation to update this report or to verify any revised computations because of events and
transactions occurring subsequent to the date of this report.

West Hartford, Connecticut
November 18, 2010
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SOURCES AND USES OF FUNDS

General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina

Dated Date 11/18/2010
Delivery Date 11/18/2010

Sources:

Bond Proceeds:

Par Amount 8,125,000.00
Premium 595,960.80
8,720,960.80

Uses:

Refunding Escrow Deposits:

Cash Deposit 0.99
SLGS Purchases 8,622,942.00
8,622,942.99

Delivery Date Expenses:
Cost of Issuance 59,430.51
Underwriter's Discount 38,587.30
98,017.81

8,720,960.80
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BOND SUMMARY STATISTICS
General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina
Dated Date 11/18/2010
Delivery Date 11/18/2010
Last Maturity 02/01/2022
Arbitrage Yield 2.225557%
True Interest Cost (TIC) 2.292673%
Net Interest Cost (NIC) 2.406951%
All-In TIC 2.396779%
Average Coupon 3.332473%
Average Life (years) 7.412
Duration of Issue (years) 6.679
Par Amount 8,125,000.00
Bond Proceeds 8,720,960.80
Total Interest 2,006,901.11
Net Interest 1,449,527.61
Total Debt Service 10,131,901.11
Maximum Annual Debt Service 1,076,400.00
Average Annual Debt Service 904,409.72
. Underwriter's Fees (per $1000)
Average Takedown
Other Fee 4.749206
Total Underwriter's Discount 4.749206
Bid Price 106.859982
Par Average Average
Bond Component Value Price Coupon Life
Serial Bond 8,125,000.00 107.335 3.332% 7.412
8,125,000.00 7.412
All-In Arbitrage
TIC TIC . Yield
- Par Value 8,125,000.00 8,125,000.00 8,125,000.00
+ Accrued Interest
+ Premium (Discount) 595,960.80 595,960.80 595,960.80
- Underwriter's Discount -38,587.30 -38,587.30
- Cost of Issuance Expense -59,430.51
- Other Amounts
Target Value 8,682,373.50 8,622,942.99 8,720,960.80
Target Date 11/18/2010 11/18/2010 11/18/2010
Yield 2.292673% 2.396779% 2.225557%
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BOND PRICING
General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina
Maturity
Bond Component Date Amount Rate Yield Price
Serial Bond:
02/01/2014 805,000 2.000% 0.940% 103.336
02/01/2015 825,000 2.000% 1.100% 103.685
02/01/2016 840,000 2.000% 1.400% 102.999
02/01/2017 860,000 3.000% 1.710% 107.559
02/01/2018 895,000 3.000% 2.000% 106.675
02/01/2019 925,000 3.000% 2.250% 105.587
02/01/2020 950,000 4.000% 2.500% 112.260
02/01/2021 990,000 4.000% 2.740% 111.145
02/01/2022 1,035,000 4.000% 2.880% 110.655
8,125,000

Dated Date 11/18/2010

Delivery Date 11/18/2010

First Coupon 02/01/2011

Par Amount 8,125,000.00

Premium 595,960.80

Production 8,720,960.80  107.334902%

Underwriter's Discount -38,587.30 -0.474921%

Purchase Price 8,682,373.50  106.859982%

Accrued Interest

Net Proceeds 8,682,373.50
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BOND DEBT SERVICE

General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina

Dated Date 11/18/2010
Delivery Date 11/18/2010
Period Annual
Ending Principal Coupon Interest Debt Service Debt Service
02/01/2011 50,451.11 50,451.11
06/30/2011 50,451.11
08/01/2011 124,400.00 124,400.00
02/01/2012 124,400.00 124,400.00
06/30/2012 248,800.00
08/01/2012 124,400.00 124,400.00
02/01/2013 124,400.00 124,400.00
06/30/2013 248,800.00
08/01/2013 124,400.00 124,400.00
02/01/2014 805,000 2.000% 124,400.00 929,400.00
06/30/2014 1,053,800.00
08/01/2014 116,350.00 116,350.00
02/01/2015 825,000 2.000% 116,350.00 941,350.00
06/30/2015 1,057,700.00
08/01/2015 108,100.00 108,100.00
02/01/2016 840,000 2.000% 108,100.00 948,100.00
06/30/2016 1,056,200.00
08/01/2016 99,700.00 99,700.00
02/01/2017 860,000 3.000% 99,700.00 959,700.00
06/30/2017 1,059,400.00
08/01/2017 86,800.00 86,800.00
02/01/2018 895,000 3.000% 86,800.00 981,800.00
06/30/2018 1,068,600.00
08/01/2018 73,375.00 73,375.00
02/01/2019 925,000 3.000% 73,375.00 998,375.00
06/30/2019 1,071,750.00
08/01/2019 59,500.00 59,500.00
02/01/2020 950,000 4.000% 59,500.00 1,009,500.00
06/30/2020 1,069,000.00
08/01/2020 40,500.00 40,500.00
02/01/2021 990,000 4.000% 40,500.00 1,030,500.00
06/30/2021 1,071,000.00
08/01/2021 20,700.00 20,700.00
02/01/2022 1,035,000 4.000% 20,700.00 1,055,700.00
06/30/2022 1,076,400.00
8,125,000 2,006,901.11 10,131,901.11 10,131,901.11
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PROOF OF ARBITRAGE YIELD

General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina

Present Value
to 11/18/2010

Date Debt Service @ 2.2255572%
02/01/2011 50,451.11 50,225.19
08/01/2011 124,400.00 122,480.01
02/01/2012 124,400.00 121,132.08
08/01/2012 124,400.00 119,798.98
02/01/2013 124,400.00 118,480.56
08/01/2013 124,400.00 117,176.64
02/01/2014 929,400.00 865,799.40
08/01/2014 116,350.00 107,195.10
02/01/2015 941,350.00 857,736.02
08/01/2015 108,100.00 97,414.18
02/01/2016 948,100.00 844,976.40
08/01/2016 99,700.00 87,877.87
02/01/2017 959,700.00 836,592.25
08/01/2017 86,800.00 74,832.80
02/01/2018 981,800.00 837,123.01
08/01/2018 73,375.00 61,874.02
02/01/2019 998,375.00 832,621.95
08/01/2019 59,500.00 49,075.54
02/01/2020 1,009,500.00 823,471.16
08/01/2020 40,500.00 32,673.15
02/01/2021 1,030,500.00 822,200.95
08/01/2021 20,700.00 16,334.07
02/01/2022 1,055,700.00 823,869.47

10,131,901.11 8,720,960.80

Proceeds Summary

Delivery date 11/18/2010
Par Value 8,125,000.00
Premium (Discount) 595,960.80
Target for yield calculation 8,720,960.80
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PRIOR BOND DEBT SERVICE

General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina

Period Annual
Ending Principal Coupon Interest Debt Service Debt Service
02/01/2011 189,359.38 189,359.38
06/30/2011 189,359.38
08/01/2011 189,359.38 189,359.38
02/01/2012 189,359.38 189,359.38
06/30/2012 378,718.76
08/01/2012 189,359.38 189,359.38
02/01/2013 189,359.38 189,359.38
06/30/2013 378,718.76
08/01/2013 189,359.38 189,359.38
02/01/2014 735,000 4375% 189,359.38 924,359.38
06/30/2014 1,113,718.76
08/01/2014 173,281.25 173,281.25
02/012015 770,000 4.375% 173,281.25 943,281.25
06/30/2015 1,116,562.50
08/01/2015 156,437.50 156,437.50
02/01/2016 805,000 4.500% 156,437.50 961,437.50
06/30/2016 1,117,875.00
08/01/2016 138,325.00 138,325.00
02/01/2017 845,000 4.625% 138,325.00 983,325.00
06/30/2017 1,121,650.00
08/01/2017 118,784.38 118,784.38
02/01/2018 890,000 4.750% 118,784.38 1,008,784.38
06/30/2018 1,127,568.76
08/01/2018 97,646.88 97,646.88
02/01/2019 935,000 4.750% 97,646.88 1,032,646.88
06/30/2019 1,130,293.76
08/01/2019 75,440.63 75,440.63
02/01/2020 980,000 4.875% 75,440.63 1,055,440.63
06/30/2020 1,130,881.26
08/01/2020 51,553.13 51,553.13
02/01/2021 1,030,000 4.875% 51,553.13 1,081,553.13
06/30/2021 1,133,106.26
08/01/2021 26,446.88 26,446.88
02/01/2022 1,085,000 4.875% 26,446.88 1,111,446.88
06/30/2022 1,137,893.76
8,075,000 3,001,346.96  11,076,346.96  11,076,346.96

11
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SUMMARY OF BONDS REFUNDED
General Obligation Refunding Bonds, Series 2010C

Beaufort County, South Carolina
Maturity Interest Par Call Call
Bond Date Rate Amount Date Price

General Obligation Bonds, Series 2002:

SERIAL 02/01/2014 4.375% 735,000.00  02/01/2012 100.000
02/01/2015 4.375% 770,000.00  02/01/2012 100.000
02/01/2016 4.500% 805,000.00  02/01/2012 100.000
02/01/2017 4.625% 845,000.00  02/01/2012 100.000
02/01/2018 4.750% 890,000.00  02/01/2012 100.000
02/01/2019 4.750% 935,000.00  02/01/2012 100.000
02/01/2020 4.875% 980,000.00  02/01/2012 100.000
02/01/2021 4.875% 1,030,000.00  02/01/2012 100.000
02/01/2022 4.875% 1,085,000.00  02/01/2012 100.000

8,075,000.00

12
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ESCROW REQUIREMENTS

General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina

Period Principal

Ending Interest Redeemed Total
02/01/2011 189,359.38 189,359.38
08/01/2011 189,359.38 189,359.38
02/01/2012 189,359.38  8,075,000.00  8,264,359.38

568,078.14  8,075,000.00  8,643,078.14
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ESCROW DESCRIPTIONS
General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina
Type of Type of Maturity First Int Par Max
Security SLGS Date Pmt Date Amount Rate Rate
Nov 18, 2010:
SLGS Certificate 02/01/2011  02/01/2011 185,952 0.110% 0.110%
SLGS Certificate 08/01/2011  08/01/2011 180,887 0.170% 0.170%
SLGS Note 02/01/2012  02/01/2011 8,256,103 0.200% 0.200%
8,622,942
SLGS Summary

Total Certificates of Indebtedness 366,839.00

Total Notes 8,256,103.00

Total original SLGS 8,622,942.00

14
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ESCROW COST

General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina

Type of Maturity Par Total
Security Date Amount Rate Cost
SLGS 02/01/2011 185,952 0.110% 185,952.00
SLGS 08/01/2011 180,887 0.170% 180,887.00
SLGS 02/01/2012 8,256,103 0.200% 8,256,103.00
8,622,942 8,622,942.00
Purchase Cost of Cash Total
Date Securities Deposit Escrow Cost Yield
11/18/2010 8,622,942 0.99 8,622,942.99  0.199464%
8,622,942 0.99 8,622,942.99

15
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ESCROW CASH FLOW
General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina
Present Value
Net Escrow to 11/18/2010
Date Principal Interest Receipts @ 0.1994642%
02/01/2011 185,952.00 3,407.28 189,359.28 189,282.74
08/01/2011 180,887.00 8,471.77 189,358.77 189,093.65
02/01/2012 8,256,103.00 8,256.10 8.,264,359.10 8,244,565.61
8,622,942.00 20,135.15 8,643,077.15 8,622,942.00
Escrow Cost Summary

Purchase date 11/18/2010

Purchase cost of securities 8,622,942.00

Target for yield calculation 8,622,942.00

16
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ESCROW SUFFICIENCY
General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina

Escrow Net Escrow Excess Excess
Date Requirement Receipts Receipts Balance
11/18/2010 0.99 0.99 0.99
02/01/2011 189,359.38 189,359.28 -0.10 0.89
08/01/2011 189,359.38 189,358.77 -0.61 0.28

02/01/2012 8,264,359.38 8,264,359.10 -0.28

8,643,078.14 8,643,078.14 0.00

17



Percentage savings of refunding bonds

10.568059%
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SUMMARY OF REFUNDING RESULTS
General Obligation Refunding Bonds, Series 2010C
Beaufort County, South Carolina
Dated Date 11/18/2010
Delivery Date 11/18/2010
Arbitrage yield 2.225557%
Escrow yield 0.199464%
Bond Par Amount 8,125,000.00
True Interest Cost 2.292673%
Net Interest Cost 2.406951%
All-In TIC 2.396779%
Average Coupon 3.332473%
Average Life 7.412
Par amount of refunded bonds 8,075,000.00
Average coupon of refunded bonds 4.752662%
Average life of refunded bonds 7.527
PV of prior debt to 11/18/2010 @ 2.225557% 9,579,615.57
Net PV Savings 858,654.77
Percentage savings of refunded bonds 10.633496%

18
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General Obligation Refunding Bonds, Series 2010C

SAVINGS

Beaufort County, South Carolina

Present Value

Prior Refunding Refunding Refunding to 11/18/2010
Date Debt Service Debt Service Adjustments  Net Cash Flow Savings @ 2.2255572%
06/30/2011 2,309,262.51 50,451.11  2,119,903.13 2,170,354.24 138,908.27 138,286.25
06/30/2012 1,111,525.02 248,800.00 732,806.26 981,606.26 129,918.76 127,209.73
06/30/2013 1,113,681.26 248,800.00 734,962.50 983,762.50 129,918.76 124,425.17
06/30/2014 1,113,718.76 1,053,800.00 1,053,800.00 59,918.76 56,491.79
06/30/2015 - 1,116,562.50 1,057,700.00 1,057,700.00 58,862.50 5421138
06/30/2016 1,117,875.00 1,056,200.00 1,056,200.00 61,675.00 55,446.07
06/30/2017 1,121,650.00 1,059,400.00 1,059,400.00 62,250.00 54,639.41
06/30/2018 1,127,568.76 1,068,600.00 1,068,600.00 58,968.76 50,582.65
06/30/2019 1,130,293.76 1,071,750.00 1,071,750.00 58,543.76 49,049.41
06/30/2020 1,130,881.26 1,069,000.00 1,069,000.00 61,881.26 50,622.59
06/30/2021 1,133,106.26 1,071,000.00 1,071,000.00 62,106.26 49,650.61
06/30/2022 1,137,893.76 1,076,400.00 1,076,400.00 61,493.76 48,039.71
14,664,018.85  10,131,901.11  3,587,671.89  13,719,573.00 944,445.85 858,654.77
Savings Summary
PV of savings from cash flow 858,654.77
Net PV Savings 858,654.77
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Beaufort County

General Obligation Refunding Bonds, Series 2010C
FINAL: Sold to Hutchinson Shockey on 11.04.10 - Delivery on 11.18.10
(Eight Percent Debt)

Sources & Uses

Dated 11/18/2010 | Delivered 11/18/2010

Sources Of Funds

Par Amount of Bonds $8,125,000.00
Reoffering Premium 595,960.80
Total Sources $8,720,960.80

Uses Of Funds

Total Underwriter's Discount {0.475%) 38,587.30

Costs of Issnance . 59,430.51
Deposit to Net Cash Escrow Fund 8,622,942.99

Tota] Uses $8,720,960.80

2010C (E) REF FINAL | SINGLE PURPOSE | 11/4/2010 | 11:08 AM

Ross, Sinclaire & Associates, LLC
Public Finance - BNurick




Beaufort County

General Obligation Refunding Bonds, Series 2010C

FINAL: Sold to Hutchinson Shockey on 11.04.10 - Delivery on 11.18.10
(Eight Percent Debt)

Pricing Summary

Type of Maturity

Maturity Bond Coupon Yield Value Price Dollar Price
02/01/2014 Serial Coupon 2.000% 0.940% 805,000.00 103.336% 831,854.80
02/01/2015 Serial Coupon 2.000% 1.100% 825,000.00 103.685% 855,401.25
02/01/2016 Serial Coupon 2.000% 1.400% 840,000.00 102.999% 865,191.60
02/01/2017 Serial Coupon 3.000% 1.710% 860,000.00 107.559% 925,007.40
02/01/2018 Serial Coupon 3.000% 2.000% 895,000.00 106.675% 954,741.25
02/01/2019 Serial Coupon 3.000% 2.250% 925,000.00 105.587% 976,679.75
02/01/2020 . Serial Coupon 4.000% 2.500% 950,000.00 112.260% 1,066,470.00
02/01/2021 Serial Coupon 4.000% 2.740% 990,000.00 111.145% 1,100,335.50
02/01/2022 Serial Coupon 4.000% 2.880% 1,035,000.00 110.655% 1,145,279.25
Total - - - $8,125,000.00 - $8,720,960.80

Bid Information
Par Amount of Bonds $8,125,000.00
Reoffering Premium or (Discount) 595,960.80
Gross Production $8,720,960.80
Total Underwriter's Discount (0.475%) $(38,587.30)
Bid (106.860%) 8,682,373.50
Total Purchase Price $8,682,373.50
Bond Year Dollars $60,222.57
Average Life 7.412 Years
Average Coupon 3.3324734%
Net Interest Cost (NIC) 2.4069508%
True Interest Cost (TIC) 2.2926726%

2010C (E) REF FINAL | SINGLE PURPOSE | 11/4/2010 | 11:09 AM

Ross, Sinclaire & Associates, LLC
Public Finance - BNurick




Beaufort County

General Obligation Refunding Bonds, Series 2010C
FINAL: Sold to Hutchinson Shockey on 11.04.10 - Delivery on 11.18.10

(Eight Percent Debt)

Debt Service Schedule Part 1 of 2
Date Principal Coupon Interest Total P+|
02/01/2011 - - 50,451.11 50,451.11
08/01/2011 - - 124,400.00 124,400.00
02/01/2012 - - 124,400.00 124,400.00
08/01/2012 - - 124,400.00 124,400.00
02/01/2013 - - 124,400.00 124,400.00
08/01/2013 - - 124,400.00 124,400.00
02/01/2014 805,000.00 2.000% 124,400.00 929,400.00
08/01/2014 - - 116,350.00 116,350.00
02/01/2015 825,000.00 2.000% 116,350.00 941,350.00
08/01/2015 - - 108,100.00 108,100.00
02/01/2016 840,000.00 2.000% 108,100.00 948,100.00
08/01/2016 - - 99,700.00 99,700.00
02/01/2017 860,000.00 3.000% 99,700.00 959,700.00
08/01/2017 - - 86,800.00 86,800.00
02/01/2018 895,000.00 3.000% §6,800.00 981,800.00
08/01/2018 - - 73,375.00 73,375.00
02/01/2019 925,000.00 3.000% 73,375.00 998,375.00
08/01/2019 - - 59,500.00 59,500.00
02/01/2020 950,000.00 4.000% 59,500.00 1,009,500.00
08/01/2020 - - 40,500.00 40,500.00
02/01/2021 990,000.00 4.000% 40,500.00 1,030,500.00
08/01/2021 - - 20,700.00 20,700.00
02/01/2022 1,035,000.00 ' 4.000% 20,700.00 1,055,700.00
Total $8,125,000.00 - $2,006,901.11 $10,131,901.11

2010C (E) REF FINAL | SINGLE PURPOSE | 11/4/2010 | 11:08 AM
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Beaufort County

General Obligation Refunding Bonds, Series 2010C
FINAL: Sold to Hutchinson Shockey on 11.04.10 - Delivery on 11.18.10
(Eight Percent Debt)

Debt Service Schedule Part2 of 2

Yield Statistics

Bond Year Dollars $60,222.57
7.412 Years

Average Life

Average Coupon

3.3324734%

Net Interest Cost (NIC) 2.4069508%
True Interest Cost (TIC) 2.2926726%
Bond Yield for Arbitrage Purposes 2.2255572%
All Inclusive Cost (AIC) 2.3967792%

IRS Form 8038

Net Interest Cost

2.1620998%

7.483 Years

Weighted Average Maturity

2010C (E) REF FINAL | SINGLE PURPOSE | 11/4/2010 | 11:09 AM

Ross, Sinclaire & Associates, LLC
Public Finance - BNurick




Beaufort County

General Obligation Refunding Bonds, Series 2010C
FINAL: Sold to Hutchinson Shockey on 11.04.10 ~ Delivery on 11.18.10
(Eight Percent Debt)

Debt Service Comparison

Date Total P+l Existing D/S Net New DIS Old Net D/S Savings
06/30/2011 50,451.11 2,119,903.12 2,170,354.23 2,309,262.50 138,908.27
06/30/2012 248,800.00 732,806.24 981,606.24 1,111,525.00 129,918.76
06/30/2013 248,800.00 734,962.50 983,762.50 1,113,681.26 129,918.76
06/30/2014 1,053,800.00 - 1,053,800.00 1,113,718.76 59,918.76
06/30/2015 1,057,700.00 - 1,057,700.00 1,116,562.50 58,862.50
06/30/2016 1,056,200.00 - 1,056,200.00 1,117,875.00 61,675.00
06/30/2017 1,059,400.00 - 1,059,400.00 1,121,650.00 62,250.00
06/30/2018 1,068,600.00 - 1,068,600.00 1,127,568.76 58,968.76
06/30/2019 1,071,750.00 - 1,071,750.00 1,130,293.76 58,543.76
06/30/2020 1,069,000.00 - 1,069,000.00 1,130,881.26 61,881.26
06/30/2021 1,071,000.00 - 1,071,000.00 1,133,106.26 62,106.26
06/30/2022 1,076,400.00 - 1,076,400.00 1,137,893.76 61,493.76

Total $10,131,901.11 $3,587,671.86 $13,719,572.97 $14,664,018.82 $944,445.85

PV Analysis Summary (Net to Nef)

Net PV Cashflow Savings @ 2.226%(Bond Yield) 858,654.77
Net Present Value Benefit $858,654.77
Net PV Benefit/ $8,075,000 Refunded Principal 10.633%
Net PV Benefit / $8,125,000 Refunding Principal 10.568%

Refunding Bond Information

Refunding Dated Date 11/18/2010

Refunding Delivery Date 11/18/2010

2010C (E) REF FINAL | SINGLE PURPOSE | 11/4/2010 | 11:09 AM

Ross, Sinclaire & Associates, LLC
Public Finance - BNurick




Beaufort County
General Obligation Refunding Bonds, Series 2010C
FINAL: Sold to Hutchinson Shockey on 11.04.10 - Delivery on 11.18.10

(Eight Percent Debt)
Proof Of Bond Yield @ 2.2255572% Part 1 of 2
Present Cumulative
Date Cashflow PV Factor Value PV
11/18/2010 - 1.0000000x - -
02/01/2011 50,451.11 0.9955220x 50,225.19 50,225.19
08/01/2011 124,400.00 0.9845660x 122,480.01 172,705.20
02/01/2012 124,400.00 0.9737305x 121,132.08 293,837.28
08/01/2012 124,400.00 0.9630143x 119,798.98 413,636.26
02/01/2013 124,400.00 0.9524160x 118,480.56 532,116.82
08/01/2013 124,400.00 0.9419344x 117,176.64 649,293.46
02/01/2014 929,400.00 0.9315681x 865,799.40 1,515,092.86
08/01/2014 116,350.00 0.9213159x 107,195.10 1,622,287.96
02/01/2015 941,350.00 0.9111765x 857,736.02 2,480,023.98
08/01/2015 108,100.00 0.9011487x 97,414.18 2,577,438.16
02/01/2016 948,100.00 0.8912313x 844,976.40 3,422,414.55
08/01/2016 99,700.00 0.8814230x 87,877.87 3,510,292.43
02/01/2017 959,700.00 0.8717227x 836,592.25 4,346,884.67
08/01/2017 86,800.00 0.8621291x 74,832.80 4,421,717.48
02/01/2018 981,800.00 0.8526411x 837,123.01 5,258,840.49
08/01/2018 73,375.00 0.8432575x 61,874.02 5,320,714.50
02/01/2019 998,375.00 0.8339772x 832,621.95 6,153,336.46
08/01/2019 59,500.00 0.8247990x 49,075.54 6,202,412.00
02/01/2020 1,009,500.00 0.8157218x 823,471.16 7,025,883.16
08/01/2020 40,500.00 0.8067445x 32,673.15 7,058,556.31
02/01/2021 1,030,500.00 0.7978660x 822,200.95 7,880,757.26
08/01/2021 20,700.00 0.7890853x 16,334.07 7,897,091.33
02/01/2022 1,055,700.00 0.7804011x 823,869.47 8,720,960.80
Total $10,131,901.11 - $8,720,960.80 -

2010C (E) REF FINAL | SINGLE PURPOSE | 11/4/2010 | 11:09 AM
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Beaufort County

General Obligation Refunding Bonds, Series 2010C
FINAL.: Sold to Hutchinson Shockey on 11.04.10 - Delivery on 11.18.10

(Eight Percent Debt)

Proof Of Bond Yield @ 2.2255572% Part 2 of 2
Derivation Of Target Amount

Par Amount of Bonds © $8,125,000.00
Reoffering Premium or (Discount) 595,960.80
Original Issue Proceeds $8,720,960.80

2010C (E) REF FINAL | SINGLE PURPOSE | 11/4/2010 | 11:09 AM
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Beaufort County

General Obligation Bonds, Series 2002

(Eight Percent Debt)
Total Refunded Debt Service Part 1 of 2
Date Principal Coupon Interest Total P+l
02/01/2011 - 4.000% 189,359.38 189,359.38
08/01/2011 - - 189,359.38 189,359.38
02/01/2012 - 4.125% 189,359.38 189,359.38
08/01/2012 . - - 189,359.38 189,359.38
02/01/2013 - 4.250% 189,359.38 189,359.38
08/01/2013 - - 189,359.38 189,359.38
02/01/2014 735,000.00 4.375% 189,359.38 924,359.38
08/01/2014 - - 173,281.25 173,281.25
02/01/2015 770,000.00 4.375% 173,281.25 943,281.25
08/01/2015 - - 156,437.50 156,437.50
02/01/2016 £05,000.00 4.500% 156,437.50 961,437.50
08/01/2016 - - 138,325.00 138,325.00
02/01/2017 845,000.00 4.625% 138,325.00 983,325.00
08/01/2017 - - 118,784.38 118,784.38
02/01/2018 890,000.00 4.750% 118,784.38 1,008,784.38
08/01/2018 - - 97,646.88 97,646.88
02/01/2019 935,000.00 4.750% 97,646.88 1,032,646.88
08/01/2019 ' - - 75,440.63 75,440.63
02/01/2020 980,000.00 4.875% 75,440.63 1,055,440.63
08/01/2020 - - 51,553.13 51,553.13
02/01/2021 1,030,000.00 4.875% 51,553.13 1,081,553.13
08/01/2021 - - 26,446.88 26,446.88
02/01/2022 1,085,000.00 4.875% 26,446.88 1,111,446.88
Total $8,075,000.00 - $3,001,346.96 $11,076,346.96

2002 (E) | SINGLE PURPOSE | 11/4/2010 | 11:09 AM
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Beaufort County

General Obligation Bonds, Series 2002
(Eight Percent Debt)

Total Refunded Debt Service

Part2 of 2
Yield Statistics
Base date for Avg. Life & Avg. Coupon Calculation 11/18/2010
Average Life 7.527 Years
Average Coupon 4.7526618%
Weighted Average Maturity (Par Basis) 7.527 Years
Refunding Bond Information
Refunding Dated Date 11/18/2010
Refunding Delivery Date 11/18/2010

2002 (E) | SINGLE PURPOSE'I 11/4/2010 | 11:08 AM
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Beaufort County

General Obligation Refunding Bonds, Series 2010C

FINAL: Sold to Hutchinson Shockey on 11.04.10 - Delivery on 11.18.10
(Eight Percent Debt)

Escrow Fund Cashflow

Cash
Date Principal Rate Interest Receipts Disbursements Balance
11/18/2010 - - - 0.99 - 0.99
02/01/2011 185,952.00 0.110% 3,407.28 189,359.28 189,359.38 0.89
08/01/2011 180,887.00 0.170% 8,471.77 189,358.77 189,359.38 0.28
02/01/2012 8,256,103.00 0.200% 8,256.10 8,264,359.10 8,264,359.38 -
Total $8,622,942.00 - $20,135.15 $8,643,078.14 $8,643,078.14 -
Investment Parameters
Investment Model [PV, GIC, or Securities] Securities
Default investment yield target Bond Yield
Cash Deposit 0.99
Cost of Investments Purchased with Bond Proceeds 8,622,942.00
Total Cost of Investments $8,622,942.99

$8,422,207.37
(200,735.62)

Target Cost of Investments at bond yield
Actual positive or (negative) arbitrage

Yield to Receipt 0.1994642%
Yield for Arbitrage Purposes 2.2255572%

State and Local Government Series (SLGS) rates for 11/04/2010

2010C (E) REF FINAL | SINGLE PURPOSE | 11/4/2010 | 11:09 AM
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Beaufort County

General Obligation Refunding Bonds, Series 2010C
FINAL: Sold to Hutchinson Shockey on 11.04.10 - Delivery on 11.18.10
(Eight Percent Debt)

Escrow Summary Cost

Par Principal +Accrued
Maturity - Type Coupon Yield $ Price Amount Cost Inferest = Total Cost
Escrow
02/01/2011 SLGS-CI 0.110% 0.110% 100.0000000% 185,952 185,952.00 - 185,952.00
08/01/2011 SLGS-CI 0.170% 0.170% 100.0000000% 180,887 180,887.00 - 180,887.00
02/01/2012 SLGS-NT 0.200% 0.200% 160.0000000% 8,256,103 8,256,103.00 - 8,256,103.00
Subtotal - - - 8,622,942 $8,622,942.00 - $8,622,942.00
Total - - - $8,622,942 $8,622,942.00 - $8,622,942.00
Escrow
Cash Deposit 0.99
Cost of Investments Purchased with Bond Proceeds 8,622,942.00
Total Cost of Investments $8.,622.942.99
Delivery Date 11/18/2010

2010C (E) REF FINAL | SINGLE PURPOSE | 11/4/2010 | 11:09 AM
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NEW ISSUE RATINGS: Moody’s: Aaa/Aa3
BOOK-ENTRY ONLY S&P:AAA/AA-
Fitch: AAA/AA-

(See “MISCELLANEOQUS-Ratings” herein)

In the opinion of Bond Counsel, subject to the conditions and limitations stated therein, interest on the Bonds (i} will be excludable from gross income for
Jederal income 1ax purposes, (ii) will not be an item of tax preference for purposes of calculating the federal aliernative minimum tax imposed on individuals and
corporations and (iti) will be exempt from all Siate of South Carolina, counry, municipal, school district, and all other laxes and assessmenis, direct or indirect,
general or special, whether imposed for the purpose of genzral revenue or otherwise, excepy inheritance, esiale or iransfer taxes, provided that the interest thereon
may be includable for certain franchise fees or taxes. For a more complete discussion of federal tax consequences to recipienss of interest on the Bonds, see
“LEGAL MATTERS-Tax Exemprion™ herein.

OFFICIAL STATEMENT RELATING TO THE ISSUANCE OF

BEAUFORT COUNTY, SOUTH CAROLINA
$25,100,000 GENERAL OBLIGATION BONDS, SERIES 2002

The General Obligaton Bonds, Series 2002 (the “Bonds”) 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 piedged for the payment thereof.
See “THE BONDS—Security ™ herein.

The Bonds are issuable in fully registered form and when issued will be registered to Cede & Co., as nominee of The Depository Trust
Company, New York, New York (“DTC™), to which principal and interest payments on the Bonds will be made. Purchases of beneficial
interests in the Bonds will be made in book-entry form only, in the principal amounts of $5,000 or any whole multiple thereof. So long as
Cede & Co. as nominee of DTC is the registzred owner of the Bonds, references herein to the holders of the Bonds or registered owners of the
Bonds shall mean Cede & Co, and shall not mean the beneficial owners of the Bonds. So long as Cede & Co. is the registered owner of the
Bonds, the principal and interest on the Bonds are payable to Cede & Co. as nominee for DTC, which will in turn remit such principal and
interest to the DTC Participants (as defined herein) for subsequent disbursement to the beneficial owners of the Bonds. See “THE BONDS-
Book-Entry Only System.” The Beaufort County Treasurer will serve as Registrar/Paying Agent for the Bonds.

The Bonds will be dated as of March 1, 2002, and will mature on February 1 in each of the years in the principal amounts and bear
interest at the rates shown below. Interest on the Bonds is first payable on August 1, 2002, and semiannually thereafier on each February 1
and August 1. The Bonds are subject to optional redemption prior to their maturity, See “THE BONDS - Optional Redemption.”

SERIES.2002 BONDS
(Feb. 1) Principal Interest . (Feb. 1) Principal Interest
Year Amount CUsIp Rae Yield Year Amount cusrp Rate Yield
2003 $1,120,000 074347ND3 3.000% 1.70% 2013 $705,000 074347NP6 4.250% 435%
2004 1,605,000 074347NE1 3.750% 2.30% 2014 735,000 074347NQ4 4.375% 4.45%
2005 1,670.000 074347NF8 3.750% 2.80% 2015 770,000 (074347NR2 4.375% 4.55%
2006 1,720,000 074347TNG6 3.750% 3.12% 2016 805,000 (074347NSO 4.500% 4.65%
2007 1,770,000 074347NH4 4.000% 3.45% 2017 845,000 (74347NT8 4.625% 4.75%
2008 1,835,000 074347NJ0 4.500% 3.67% . 2018 890,000 074347NUS 4.750% 4.85%
2009 1,905,000 07434 TNK7 4.000% 3.87% 2019 935,000 (074347NV3 4.750% 4.92%
2010 1.970,000 07434 7TNLS 5.000% 4.02% 2020 980,000 (74347NW1 4.875% 4.95%
2011 2,050,000 07434TNM3 4.000% 4.10% 2021 1,030,000 074347NX9 4.875% 5.00%
2012 675,000 074347NN] 4.125% 4.20% 2022 1,085,000 074347INY? 4.875% 5.03%

The scheduled payment of the principal and interest on the Bonds will be guaranteed under an insurance policy to be issued concurrently
with the delivery of the Bonds by MBIA Insurance Corporation, :

P ic iV

The Bonds have been purchased at the interest rates shown above by First Union National Bank which proposed the lowest true interest
cost to the County for the Bonds at a competitive sale held on March 5, 2002, and has informed the County that it is reoffering the Bonds at
the yields shown above, See “MISCELLANEOUS-Underwriting,” UBS PaineWebber Inc., in Charlotte, North Carolina has served as
financial advisor to the County with respect to the Bonds.

DAT Bond®

The Bonds are offered when, as and if issued and subject to the approving opinion as to legality of Parker Poe Adams & Bernstein
L.L.P., Bond Counsel, Columbia, South Carolina. It is expected that the Bonds in definitive form will be available for delivery on March 28,
2002,

This cover page contains certain information for quick reference only. It is not a summary of the issue. Investors should read the entire
Official Statement to obtain information essential to the making of an informed investment decision

This Official Statement is dated March S5, 2002



and disbursement of such payments to the Beneficial Owners shall be the responsibility of Direct and Indirect
Participants.

The County cannot and does not give any assurances that DTC or the Participants will distribute to the Beneficial
Owners of the Bonds (i) payments of principal of, redemption premium, if any, and interest on, the Bonds, (ii)
confirmation of ownership interest in the Bonds, or (iii) redemption or other notices sent 1o DTC or Cede & Co., its
nominee, as the registered owner of the Bonds, or that they will do so on a timely basis or that DTC or the
Participants will serve and act in the manner described in this Official Statement.

DTC may determine to discontinue providing its service with respect to the Bonds at any time by giving notice to
the County. Under such circumstances, if there is not a successor securities depository, bond certificates will be
delivered to the Beneficial Owners as described in the Bond Ordinances. The Beneficial Owners of the Bonds, upon
registration of certificates held in the Beneficial Owners’ names, will become the registered owners of the Bonds.

The County may determine to discontinue participation in the system of book-entry transfers through DTC (or a
successor securities depository) at any time by giving reasonable notice to DTC (or a successor securities depository).
In such event, bond certificates will be delivered to the Beneficial Owners as described in the Bond Ordinance. The
Beneficial Owners of the Bonds, upon registration of certificates held in the Beneficial Owners’ names, will become
the registered owners of the Bonds.

The information in this section concerning DTC and DTC's book-entry system has been obtained from sources that
the County believes 1o be reliable, but the County takes no responsibility for the accuracy thereof,

Discontinuance of Book-Entry Only System

In the event that the Bonds are no longer in book-entry only form, the certificates held by DTC or a successor
securities depository will be canceled and the County will execute and deliver the Bonds in fully registered form to
the beneficial owners of the Bonds as shown on the records of the DTC Participants or the nominee of a successor
securities depository. If no other securities depository is named, principal and interest on the Bonds will be paid by
check or draft of a paying agent appointed by the County, mailed to the persons in whose names the Bonds are
registered as of the close of business on the 15th day of the month immediately preceding such payment and principal
shall be payable to the registered owner at maturity, upon presentation and surrender thereof to such paying agent at
its principal corporate trust office. In such event, the paying agent as appointed will replace the County Treasurer’s
Registrar/Paying Agent and will maintain books of registry for the purpose of registering ownership and transfer of
the Bonds. The Bonds would be transferable by the registered owner in person or by his duly authorized attorney
upon surrender of the Bond to be transferred together with a written instrument of transfer duly executed by the
registered owner or his duly authorized attorney. The Registrar/Paying Agent will, upon receipt thereof, authenticate
and deliver a new Bond or Bonds in like principal amount as the Bond or Bonds so presented. The County and the
Registrar/Paying Agent will deem and treat the person in whose name each Bond is registered as the absolute owner
thereof for all purposes.

Optional Redemption

The Bonds maturing on or prior to February 1, 2012, shall not be subject to redemption prior to their stated
marturities. The Bonds maturing on or after February 1, 2013, shall be subject to redemption at the option of the
County on or after February 1, 2012, as a whole or in part at any time, and if in part in such order of maturity as
selected by the County, at par, together with the interest accrued thereon to the date fixed for redemption.

If less than all the Bonds of any maturity are called for redemption, the Bonds of such marrity to be redeemed
shall be selected in accordance with the procedures of DTC or a successor securities depository or, if the Bonds are
no longer in book-entry only form, then by lot by the Registrar/Paying Agent. In the event a Bond is redeemable and
shall be called for redemption, notice of its redemption, describing the Bond and specifying the redemption date and
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