
BEAUFORTCOUNTY, SOUTHCAROLINA

NOTESTO THE FINANCIAL STATEMENTS

For the Year EndedJune 30, 2010

1. Summary of Significant Accounting Policies

The financial statements of Beaufort County, South Carolina, have been prepared in conformity with accounting principles (GAAP)

generallyaccepted in the United Statesof America as appliedto governmentalunits. The Governmental AccountingStandards Board

(GASB) is the accepted standard.selting body for establishing governmentalaccountingand financial reporting principles. The County

alsoappliesFinancial Accounting StandardsBoard (FASB)statementand interpretations issuedon or beforeNovember30, 1989to its

governmental and business-type activities and to its proprietary funds provided they do not conflict with or contradict GASB

pronouncements. The moresignificantof the government'saccounting policies are describedbelow.

Reporting Entity

BeaufortCounty operatesunder the Council/Administrator form of governmentwith Council memberselected for four-year

termsfromeachof the elevensingle-memberdistricts. This reportincludesall fundsof BeaufortCountythat are controlled by

this governing body,and are considered to be the "reporting entity"known as BeaufortCounty.

Government-Wide FinancialStatements

The statement of netassetsandthe statementofactivitiesdisplayinformationaboutthe Countyasa whole. Thesestatements

includethe financialactivitiesof the primarygovernment. except for fiduciaryfunds. For the most part, the effect of interfund

activityhas been removed from the statements. The statements distinguishbetweenthose activitiesof the Countythat are

governmental and those that are consideredbusiness -type activities.

The statement of netassetspresentsthe financialconditionof the governmentaland business-type activitiesfor the County at

year-end. The statementof activitiespresentsa comparison between directexpenses andprogram revenues foreachprogram

or function of the County'sgovernmental activitiesandfor thebusiness-type activities of theCounty. Directexpenses arethose

that arespecifically associatedwith a service,program, or departmentand thereforeclearly identifiableto a particularfunction.

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

contributions thatare restrictedto meetingthe operational or capital requirements of a particularprogram,and interestearned

on grantsthat is requiredto be used to supporta particularprogram. Revenueswhichare not classifiedas programrevenues

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

programrevenues identifies the extent to which eachbusinesssegmentor governmentalfunction is self-financing or draws

from the general revenuesof the County.

FundFinancialStatements

Duringtheyear,the Countysegregatestransactions relatedto certainCountyfunctions oractivities inseparate fundsinorderto

aid financialmanagement and to demonstratelegalcompliance. Fund financialstatements aredesignedto presentfinancial

information of the Countyat this moredetailed level. The focusof governmentalandenterprisefund financialstatements ison

major funds. Eachmajor fund is presentedin a separatecolumn. Nonmajorfunds are aggregatedand presented in a single

column.

Measurement Focus. Basisof Accounting. and Financial Statement Presentation

The govemment-wide financial statementsare reportedusing the economic resources measurement focus and the accrual

basis ofaccounting, as is the proprietaryfund. The fiduciaryfund financial statements are reported using no maasurement

focus andthe accrualbasis ofaccounting. Revenues are recorded whenearned andexpensesarerecorded whena liability is

incurred, regardlessof the timingof relatedcash flows. Propertytaxes are recognizedas revenuesin the year forwhich they

are levied. Grantsand similar itemsare recognized as revenueas soonas all eligibilityrequirements imposedbytheprovider

have been mel.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THEFINANCIAL STATEMENTS

For theYearEnded June30, 2010

1. Summary of Significant Accounting Policies - Continued:

Governmental fundfinancial statements arereported using thecurrent financial resoUlC6S measurement focus andthemodified

accrualbasisof accounting. Revenues are recognized as soonas theyare bothmeasurable andavailable. Revenues are

considered to beavailable whentheyarecollectible within thecurrent periodor soonenoughthereafter topay liabilities of the

current period. Forthispurpose, thegovernment considers revenues to beavailable ifthey arecollected within 60days of the

endof thecurrent fiscalperiod. Expenditures generally arerecorded whena liabilityis incurred, asunderaccrual accounting.

However, debtservice expenditures, aswellasexpenditures related tocompensated absences andclaims andjudgments, are

recorded onlywhen payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be

susceptible to accrual and so havebeen recognized as revenues of the currentfiscal period. All other revenue items are

considered to be measurable andavailable onlywhen cashIs received by the government.

Thegovernment reports the following majorgovernmental funds:

Thegeneralfund is the government's primary operating fund. It accounts for all financial resources of thegeneral

government, exceptthoserequired to be accounted for in anotherfund.

The county wide generalobligation bond fund accounts for the expenditures of the bond proceeds of the bonds

issued forvarious capitalprojects throughout the County.

The New RiverTIF bonds fund accounts for the expenditure of the bond proceeds of the bonds issued for the

improvements withintheTIFdistrict. These improvements includethe newrivercampus fortheUniversity ofSouth

Carolina-Beaufort and the southcampus for theTechnical College of the Lowcountry.

Thesalestaxprojects fund accounts for theexpenditure of the 1% localsalestaxreferendum proceeds which are

used for various capitalprojects throughout theCounty.

Therealproperty purchase program fundaccounts for theexpenditure ofbondproceeds of thebonds issued forthe

purchase of ruraland critical landswithin the County.

The2006bondprojectsfund accounts for the expenditures of the bondproceeds of the bondsissued forvarious

capitalprojects throughout the County.

The County reports the following majorenterprise funds:

Thestorrnwater utilityfund accounts for the activities of theCounty's storrnwater utilityoperations.

TheLady'sIsland Airportfund accounts for the activities of theCounty'sairportoperations on Lady'sIsland.

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

Island.
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BEAUFORT COUNTY, SOUTHCAROLINA

NOTESTO THEFINANCIAL STATEMENTS

For theYearEndedJune 30, 2010

1. Summary of Significant Accounting Policies- Continued:

The Countyreportsthe following major internalservice fund:

Thegarage fund accountsfor the activities of the County'sgarage operations.

Additionally, the governmentreports the following fund types:

SpecialRevenue Funds

The special revenue fundsareusedto accountfor the proceedsof specificrevenue sources(otherthan

special assessments, or majorcapital projects) that are legally restricted to expenditures for specified

purposes.

DebtService Funds

Debtservicefundsareusedto accountfor the accumulation of resources for,andthepayment of,general

long-termdebt principaland interest.

CapitalProjectsFunds

Capital projects funds are used to account for financial resources to be used for the acquisition or

construction of majorcapitalfacilities.

AgencvFunds

The agency funds account for monies held on behalf of school districts, special districts, and other

agencies that use the County as a depositoryor property taxes are collected on behalf of the other

governments. These funds are custodial in nature and do not involve measurement of results of

operations.

As a generalruletheeffect of interfundactivityhasbeeneliminated fromthe government-wide financialstatements. Exceptions to this

generalrulearecharges betweenthe government's garagefunction andvariousotherfunctionsof thegovernment. Elimination ofthese

charges woulddistortthe direct costs and programrevenues reported for the variousfunctionsconcerned.

Amountreported as program revenues include (1) charges to customers or applicantsfor goods, services, or privilegesprovided, (2)

operating grants and contributions, and (3) capitalgrants and contributions. Internallydedicatedresources are reported as general

revenues ratherthan as programrevenues. Likewise, generalrevenues includeall taxes.

Proprietary fundsdistinguish operating revenuesand expenses from nonoperating items.Operating revenues andexpenses generally

resultfromprOViding servicesand producingand delivering goodsin connection witha proprietaryfund's principalongoingoperations.

Theprincipal operating revenuesofthe Countyenterprise fundarecharges to customers for salesandservices. Operating expenses for

enterprise fundsincludethe cost of sales and services, administrative expenses, and depreciationon capitalassets. All revenues and

expenses notmeeting this definition are reported as nonoperating revenues and expenses.

Whenbothrestricted andunrestrictedresources areavailable for use,it is the government's policyto userestricted resources first, then

unrestricted resources as they are needed.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TOTHEFINANCIAL STATEMENTS

FortheYearEnded June 30,2010

1. Summary of SignificantAccounting Policies - Continued:

NetAssets - Net assets represent thedifference between assets andliabilities. Netassets invested incapitalassets,net of related debt

consists ofcapitalassets, netof accumulateddepreciation, reduced bytheoutstanding balances ofanyborrowing usedfortheacquisition

construction or improvements of thoseassets. Netassets arereported asrestricted when therearelimitations imposed ontheiruseeither

through theenablinglegislation adopted bytheCounty orthroughexternal restriction imposed bycreditors, grantors, laws,or regulations

of othergovernments. Net assets invested in capital assets netof related debt wereas follows:

Net CapitalAssets

Less:CurrentPortion of LongTerm Debt

LongTermObligations

Add UnspentBond Proceeds: RealProperty Program

CapitalProjects Funds

2006BondProjects

$

Governmental

347,251,665

(10,170,000)

(250,900,000)

12,221,702

17,542,497

10,813.280

126759144

$

$

Business-Type

23,805,330

23 805 330

25 years

25 years

25 years

5-10years

Deferred revenue- Deferred revenue ariseswhenassets are recognized beforerevenue recognition criteria have been satisfied. On

governmental fund financial statements, receivables that will not be collected within the availableperiod have also been reported as

deferred revenue.

Equity in Pooled Cashand Investments - TheCounty maintains a pooledcash and investment account for all fundsfor accounting and

investment purposes. This givestheCountytheability to investidlecashfor shortperiods oftimeandtoearnthemostfavorable available

rateof return. The"equityin pooledcashandinvestments" represents theamountof pooled cashandinvestments owned byeachfundof

the County. Certain individual fundsmay reflecta cashdeficit,from time to time. These cash deficits are not considered an equity

transfer sincethe transferhas notbeen approved byCountyCouncil and is considered to be temporary in nature.

Investments - Investments consistof certificates of deposit andrepurchase agreements. With the majority of theCounty's investments

maturing in lessthan 1 year, all investments are recorded at cost,whichapproximates fair value.

Receivables - All receivables are reported at their grossvalue and when appropriate, are reduced by the estimated portion that is

uncollectible.

lnventories-Inventories consistof fuelsand supplies (enterprise funds) andarestatedat the lowerof "first-in, first-out"cost or market.

CaoitalAssets- Capitalassetspurchased or acquired withanoriginal costof $3,000 or moreare reported at historicalcostorestimated

historical cost. Contributed assets are reported atfair market valueasof thedate received. Additions, improvements and othercapital

outlays thatsignificantly extend the usefullifeof anassetarecapitalized. Othercostsincurred for repairs andmaintenance areexpensed

as incurred. Depreciation on all assets is calculated on the straight-line basis starting in the monthof purchase/completion over the

following estimated useful lives:

BUildings

Improvements

Infrastructure

Equipment
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BEAUFORTCOUNTY, SOUTH CAROLINA

NOTESTO THE FINANCIALSTATEMENTS

For the Year EndedJune 30, 2010

1. Summaryof Significant AccountingPolicies - Continued:

Long-Term Obligations -In thegovernment-widefinancialstatements andproprietary fundsfinancialstatements, long-term debtandother

long-termobligations are reported as liabilities in the applicablegovernmentactivities,business-typeactivities, or proprietaryfund type

statementof netassets. Bondpremiumsand discounts aredeferred andamortizedover the life of the bonds using theeffective interest

method. Bondspayableare reportednet of applicablebondpremiumor discount. Bond issuancecostsarereported as deferred charges

and amortized over the termof relateddebt.

In the fund financialstatements,governmentalfund types recognize bondpremiums anddiscounts, aswell asbond issuancecosts,during

the currentperiod. The face amountof debt issued is reportedasbond proceeds. Premiumsreceived on debt issuances arereported as

intereston investments while discounts and issuance costs are reported as interest and fees expenditures.

Compensated Absences - The County accrues compensatedabsences and associated employee-relatedcosts when earned by the

employee. Thegeneral fund is used to liquidate the liability for non-proprietary fund accrued compensated absences.

Due to and fromOther Fundsllnternal Balances- Interfund receivables and payables in the fund financial statementsand internal

balances in thegovernment-wide financial statements arise from interfundtransactions and are recorded by all funds affected in the

period in whichtransactionsare executed. As a general rule, the effect of interfund activityhas been eliminated from the

govemment-wide financial statements.

Revenues- Substantially all governmentalfund revenuesare accrued. Propertytaxes arebilled and collectedwithin the same period in

which the taxesare levied.

Expenditures - Expenditures are recognized when the related fund liability is incurred.

Use of Estimates - The preparation of financial statements in conformity with generally accepted accounting principles requires

managementto makeestimates and assumptionsthat affect the County'sfinancial position and results of operationsand disclosureof

contingentassetsand liabilities. Actual results could differ from those estimates.

Budgets and Budgetary Accounting • The County uses GAAP as the basis for its budgeting and uses the following procedures in

establishingthe bUdgetary data reflected in the financial statements:

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

capital improvement(CIP)budgets for the fiscal year commencing July 1. The operating, special revenue,debt service,and

CIPbUdgets include proposedexpenditures, revenues,and financing sources.

(2) TheCouncil requiressuchchanges to be madeas itdeems necessary, providedthe budget remains in balanceand is subject

to the notice of hearing requirementsof Section 4-9·140 of the South Carolina Statutes.

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

tentativeand final budget.

(4) Prior to July 1, the operating, special revenue, debt service and CIP budgets are legally enacted through passage of an

ordinancesetting forth anticipated revenues and appropriations by fund.
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THEFINANCIAL STATEMENTS

For the YearEnded June 30, 2010

1. Summary of Significant Accounting Policies- Continued:

(5) TheCounty Administrator or his designee isauthorized to transferfundsamongoperating accounts oramong capital accounts

within adepartment. All transfers over510,000 between departments andprograms orbetween operating andcapital accounts

must be authorized by the Council in accordance with Section 4·9·140 of the South CarolinaStatutes. In accordance with

County Ordinance #2006/14, Section12, amounts of$10,000 or lesscanbeapprovedbytheCouncil Chairman and/or Council

Finance Committee Chairman; transfers of 55,000 or lesscanbe approved by theCountyAdministrator and/orhisdesignee.

(6) Formal budgetary integration isemployed asa measurement control deviceforallgovernmental funds of theCounty. Thelegal

levelof budgetary control(i.e. the levelatwhichexpenditures maynot legallyexceed appropriations) is thedepartment level.

TheCounty haslegallyadoptedbudgetsfor all funds withtheexception of the following: Clerkof CourtDiscretionary, Sheriffs

Restricted DrugAward Trust,GiftStoreProgram, Sheldon Rehabilitation Project, LibraryTrust,LibrarySpecialTrust, andthe

DSN Community SupportWaiver funds.

(7) Budgets for thegovernmental fund typesare adopted on a basisconsistent with generallyaccepted accounting principles.

(8) Revenues inexcess of the currentbudgetordinance maybe expended asdirectedby therevenue source orfor thepurpose for

which thefundsweregenerated withoutfurtherapproval byCountyCouncil, asper Section14 of CountyOrdinance #2006/14.

(9) Thesefinancial statements havenotbeenupdated for subsequent eventsoccurring afterOctober29,2010, whichis thedate

these financial statements were available to be issued.

2. CashandEquityin PooledCash and Investments

Custodial Credit Risk· Deposits

Custodial credit riskis theriskthat in theeventof a bankfailure,theCounty's depositsmaynotbe returned. TheCountydoesnothavea

depositpolicyfor custodial creditrisk. At June 30, 2010, the carrying amount of the County's depositswas $21,803,475 andthe bank

balance was$26,890,425. State lawrequires thatall of theCounty's deposits becovered byFDICinsurance or bycollateral heldbythe

pledging financial institutions'trust department in theCounty's name. TheCounty's deposits werefullyinsured orcollateralized asofJune

30,2010.

Inyestments

As of June30, 2010, theCountyhas the following investments:

Investment Type

Fair

Value

Investment maturities (in years)

Lessthan

1-5

US Treasury Obligations

US Government Agency Obligations

SouthCarolina LocalGovernment

Investment Pool

19,012,684

190,080.118

209,092,802

2.851.267

5211944069

19,012,684

184,035,958

203,048,642

2,851.267

$205899909

6,044,160

6,044,160

s 6044160

Interest Rate Risk

TheCountydoesnothavea formalinvestment policythat limitsinvestment maturities asa meansof managing itsexposure tofairvalue

lossesarising fromincreasing interestrates.
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BEAUFORT COUNTY, SOUTHCAROLINA

NOTESTO THE FINANCIAL STATEMENTS

For the YearEnded June 30, 2010

2. Cash andEquityin PooledCash and Investments - Continued:

CreditRisk

The County has no investmentpolicy that would further limit its investmentchoices other than state law. As of June 30, 2010, the

underlying security ratings of the County's investment in theSouthCarolinaLocalGovernmentInvestment Pool(LGIP)maybe obtained

fromtheLGIP's complete financialstatements. LGIPis ratedAAAfor long-term unsecured debtandA1+ forshort-term notesbyStandard

& Poor's. These financial statementsmay be obtained bywritingto the followingaddress:

The StateTreasurer'sOffice

LocalGovernmentInvestmentPool

PostOffice Box 11778

Columbia, SC 29211

The County's investments in U.S. GovernmentAgencyObligations were ratedAa2 by Moody'sInvestorsServices.

Concentration of CreditRisk

TheCountyplaces nolimiton the amounttheCountymayinvestin anyone issuer. As of June 30,2010,theCountyhadinvestments with

four issuers that exceeded 5% of total investments.

3. ReceivableslDue from Other Governments/Note Receivable

Allproperty taxesreceivable are shownnet ofallowances for uncollectibles. TheCountyconsiders all taxestobecollectible; therefore, no

allowance for uncollectibles has been established.

Thefollowing detailsreceivables -net by fund:

$ 202,728

CountyWide
General

Obligation
Bonds

Property TaxReceivable

Licenses andFeesReceivable

Accounts Receivable - Other

General
Fund

$ 2,260,506

316,825

1.286.656

$ 3863987 $ 202728

Property Tax Receivable

Licenses and FeesReceivable

Accounts Receivable - Other

2006 Bond
Projects

$

96.125

S 96125

Nonmajor
Governmental

Funds
$ 119,280

285,612

770,279

$ 1175171

Internal
Stormwater Lady'S Island Hilton Head Service Fund

Utility Aimort Airport Garage
Property Tax Receivable S S S $

Licenses and FeesReceivable 206,235 138,586 741,200 201,037

Accounts Receivable - Other

s 206235 $ 138586 $ 741200 $ 201 037
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTESTO THE FINANCIAL STATEMENTS

For the YearEndedJune 30, 2010

3. ReceivableslDue from OtherGovernments/Note Receivable - Continued:

Keydatesin the propertytax cyclefor tax year2009are as follows:

Assessment Date

Property Taxes Levied

Tax Bills Rendered

Property TaxesPayable

Delinquency Date

Tax Sale Dates

The rollowing detailsthe due from othergovernments by fund:

2009

September14, 2009

November18, 2009

March 16,2010

March17, 2010

October4-5,2010

General Government Programs

PublicSafetyPrograms

PublicWorksPrograms

Alcohol & DrugPrograms

Disabilities and SpecialNeedsPrograms

PublicWelfarePrograms

Cultural &Recreational Programs

General
Fund

1,538,803

74,313

s 1613116

SalesTax
Projects

6,806,049

s 6806049

Nonmajor
Governmental

Funds
151,825

236,669

827,710

52,959

7,614

31,234

47.594

$-1..355605

In November 2006,the Countyissued$17,500,000 in GeneralObligation bondsbeating interestrales or3.5%108.0%andwithvarying

maturities through 2026. The TechnicalCollegeof the Lowcountry's portionof this bond is $1,500,000.

Thefollowing reflectsthe future minimum payments receivable at June 30, 2010, under this nole receivable:

FiscalYear
Ending

2011

2012

2013

2014

2015

2016-2020

2021-2025

2026

Totalminimumnote payments

LessAmountRepresenting Interest

Presentvalue of minimumnote payments

Lesscurrentportion

Long-term portion

- 51 -

Amount

s 108,563

110,791

113,057

115,168

116,882

593,325

606,032

120.632

1,884,450

<547.307)

1,337,143

(51429)

S 1 285714



BEAUFORTCOUNTY, SOUTH CAROLINA

NOTESTO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2010

4. CapitalAssets

Governmental Activities

Balance Disposals Balance
June 30, 2009 Additions or Transfers June30. 2010

CapitalAssetsnotBeingDepreciated:

Land $ 69,117,014 $ 8,457,406 S S 77,574,420

Easements 11,544,500 11,544,500

Construction in Progress 43,067,711 63,048.432 14,779,980 91,336,163

TotalCapitalAssets notBeing Depreciated 123,729,225 71.505,838 14,779,980 180.455.083

OtherCapitalAssets:

BUildings &Improvements 131,304,438 7,160,614 138,465,052

Infrastructure 74,074,746 4,404,860 78,479,606

Equipment 46,499.498 5,190,819 2.000.372 49.689,945

Total OtherCapitalAssets 251,878,682 16,756,293 2,000,372 266,634,603

Accumulated Depreciation -

Buildings &Improvements 48,450,246 5,300,181 53,750,427

Accumulated Depreciation -

Infrastructure 8,839,411 3,105,688 11,945,099

Accumulated Depreciation -

Equipment 30,794,097 4,859,110 1,510,712 34,142.495

TotalAccumulated Depreciation 88,083,754 13.264,979 1 510,712 99,838,021

OtherCapitalAssets, Net 163.794.928 3.491314 489,660 166.796,582

Governmental Activities CapitalAssets, Net $ 287524153 $ 74997152 $15,269640 s 347251665

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

estimated usefullivesof the assets,which rangefrom five to twenty-five years. Depreciation expensefor the yearendedJune30, 2010

was $13,264,979 and the accumulated depreciationas of June 30, 2010 was $99,838,021.

Thedepreciation expense wasallocatedas follows:

General Government

PublicSafety

PublicWorks

PublicHeallh

PublicWelfare

CulturalandRecreation

Total

$ 3,046,066

4,153,510

3,799,707

147,567

189,558

1.928,571

$.1.3.264979
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BEAUFORT COUNTY, SOUTH CAROLINA

NOTESTO THE FINANCIAL STATEMENTS

For the YearEnded June 30, 2010

4. CapitalAssets - Continued:

Business-Type Activities

CapitalAssetsnot BeingDepreciated:

Land

Construction in Progress

TotalCapitalAssetsnot BeingDepreciated

OtherCapital Assets:

BUildings & Improvements

Equipment

TotalOtherCapital Assets

Accumulated Depreciation -

Buildings &Improvements

Accumulated Depreciation ­

Equipment

TotalAccumulated Depreciation

OtherCapitalAssets, Net

Balance
June 30, 2009

S 13,802,425

672,020

14,474.445

11,509,121

4,350,540

15,859,661

4,742,363

2.517,575

7.259.938

8,599.723

S

Additions

1.486,923

1.486,923

159,317

159,317

460,365

444.082

904.447

(745.130>

Disposals
or Transfers

$

50.588

50,588

39,957

39,957

10631

Balance
June 30, 2010

s 13,802,425

2,158,943

15.961,368

11,509,121

4.459,269

15,968,390

5,202,728

2.921,700

8.124.428

7.843,962

Business-Type Activities CapitalAssets, Net S23 074168 S 741793 $ 10631 S 23805330

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

estimated usefullives,whichrangefrom five to twenty.five years,of the assets, Depreciationexpense for theyearendedJune30, 2010

was $904,447 and the accumulated depreciation as of June30,2010 was $8,124,428,

The depreciation expense was allocated as follows:

Stormwater Utility

Lady'sIsland Airport

Hillon HeadAirport

Total

5, Long-Term Obligations

GeneralObligation Bonds

TIF Revenue Bonds

Advances fromGeneralFund

305,335

53,005

546,107

$ 904 447
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Activitles

s 201,355,000

59,715,000

$ 261070000

Business-Type
Activities

s

1.682.537

S 1682537



BEAUFORT COUNTY, SOUTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended June 30, 2010

5. 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 through 2020. The proceeds ofthese bonds were used as follows: $10,000,000 for the purchase of real property programs

as approved by referendum in November 2000, $10,000,000 to pay the bond anticipation notes issued May 2000, and $10,000,000 for

various County projects including the purchase oftelecommunications equipment. the construction of additional facilities for the Detention

Center,the construction of additional hangars at the Lady's Island Airport, and for other governmental projects within the County.

In May 2002, the County issued $25,100,000 in General Obligation bonds, bearing interest rates of 3.0% to 4.875% and with varying

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

related costs of the 1993 General Obligation issue and $14,000,000 for various County projects to include the purchase of

telecommunications equipment, improvements to various county parks, construction of solid waste drop off centers, and for other

government construction projects within the County.

In June 2003, the County issued $25,500,000 in General Obligation bonds, bearing interest rates of 2.0% to 5.0% and with varying

maturities through 2023. The proceeds of these bonds were used as follows: $10,000.000 for the purchase of real property program as

approved by referendum in November 2000, $5,000,000 for paving and improving roads within the County, and $10,500,000 for various

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

governmental construction projects within the County.

In November 2004, the County issued $30,500,000 in General Obligation bonds bearing interest rates of 3.0% to 5,0% and with varying

maturities through 2025. The proceeds of these bonds were used as follows: $20,000,000 for the purchase of real property program as

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

and public safety vehicles, improvements to various County parks, and for other governmental construction projects within the County.

In November 2006. the County issued $17,500,000 in General Obligation bonds bearing interest rates of 3.5% to 8.0% and with varying

maturities through 2026. The proceeds of these bonds were used for various County projects.

In December 2006, the County issued $30,000,000 in General Obligation bonds bearing interest rates of 4.0% 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 additional funds for the construction of the Bluffton Parkway Project.

In September 2007, the County issued $25,500,000 of General Obligation Bonds bearing interest rates of 4.0% to 5.0% and with varying

maturity dates through 2027. $20,000,000 ofthe proceeds ofthese bonds was used forthe County's rural and critical lands projects, as

approved by referendum in November 2006, and the remaining $5,500,000 of the proceeds of these bonds was used for the Buckwalter

Parkway extension.
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BEAUFORT COUNTY, SOUTHCAROLINA

NOTES TO THE FINANCIALSTATEMENTS

For the Year EndedJune 30. 2010

5. LongTerm Obligations- Continued:

In October2007. the County issued$17,530,000 of GeneralObligationBondsbearing interest rates of 4.0% to 5.0% and withvarying

maturitydates through2020. The proceedsof these bondswere used for refunding a substantialportion of the 2001 County Bonds.

In March 2009, the County issued $5,000,000 of General Obligation Bonds bearing interest rates of 2.5% to 3.0% and with varying

maturitydates through2012. The proceedsof these bondswere used for variousCountyprojects.

InMarch2010,the Countyissued$48,755,000 of GeneralObligation BondsandBuildAmericaGeneralObligation Bondsbearing interest

rates of 2.0% to 5.625% and with maturitydates through 2029. The proceedsof these bonds were used to payoff the relatedbond

anticipation notesthatwere issued in March2009. $20,000,000of the proceedsofthe bondanticipation noteswereusedfor theCounty's

ruraland crilicallands projects and $28,755,000 of the proceedswere usedfor various Countyprojects.

The2001.2002,2003,2005,2006,2006B,2007.2007B,2009,2010A.and201OB generalobligationbondsare collateralized bythefull

faithand credit of the Countyand are payablefrom ad valoremtaxes.

General obligationbonds accountedfor in the County's Statementof Net Assets consist of the following at June 30, 2010:

Ratesand Original Outstanding
Description Dates Maturitv ~ at June 30 2010

2001 CountyBonds 4.375%- 5.25%
211 and 811 2020 30,000,000 1,530,000

2002 CountyBonds 3.0% - 4.875%
211 and 811 2022 25.100.000 11,505,000

2003CountyBonds 2.0%- 5.0%
211 and 811 2023 25,500,000 19.900,000

2005 CountyBonds 3.0%- 5.0%
211 and 811 2025 30.500.000 29,150,000

2006 CountyBonds 3.5%-8.0%
311 and 911 2026 17.500.000 15.600.000

2006BCountyBonds 4.0% -6.75%
311 and 911 2026 30,000.000 28,200,000

2007 CountyBonds 4.0% - 5.0%
311 and 911 2027 25.500,000 24.675.000

2007BCountyBonds 4.0%- 5.0%
211 and 811 2020 17,530,000 17.215,000

2009CountyBonds 2.5%- 3.0%
311 and 911 2012 5.000,000 4.825,000

2010ACountyBonds 2.0% - 5.0%
311 and 9/1 2029 24.205.000 24,205,000

2010BCountyBonds 4.7%- 5.625%
311 and 911 2029 24,550,000 24.550.000

$255385 000 $201355 000
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5. Long Term Obligations - 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

2011 $ 1,598,850 $ 2,568,525 s 1,828.313 $ 1,795,375

2012 1,111,525 1,899,563 1,781.875

2013 1,113,681 1,966,563 1,917,250

2014 1,113,719 2,029,063 1,897,750

2015 1,116,562 2,086,813 2,176,750

2016-2020 5.628.269 10,531,565 12,434,750

2021-2025 2.271.000 6.230,313 22.581,250

Total 1,598,850 14,923,281 26,572,193 44,585,000

Less Amount

Representing Interest 68,850 3.418,281 6,672.193 15,435.000

Net S 15300aa S 11505000 S 19900000 S 29 150000

Fiscal 2006 2006B 2007 2007B
Year County County County County

Ending Bonds Bonds Bonds Bonds

2011 S 1,266,563 S 1,989,250 S 1,623,031 $ 790,600

2012 1.292,563 2,057,250 1,727,031 2.373.800

2013 1,319,000 2,121,250 1,826.031 2.368.600

2014 1,343,625 2.181,250 1,920.031 2,356.000

2015 1,363,625 2.237.250 2,009.031 2,351.200

2016-2020 6.922,125 12,416,000 10,709.655 11,619.200

2021-2025 7,070,375 14,562,750 11,953.813

2026-2029 1,407,375 2811,375 4.999,063

Total 21,985.251 40,376.375 36,767.686 21.859,400

Less Amount

Representing Interest 6,385,251 12,176,375 12,092,686 4,644,400

Net s 15600000 $ 28 200 000 $ 24 675 000 $17 215 000
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5. Long Term Obligations - Continued:

Fiscal 2009 2010A 2010B
Year County County County

Ending Bonds Bonds Bonds Total

2011 s 1,960,625 s 1,061,606 $ 786,332 $17,269,070

2012 3,090,000 1,484,263 806,494 17,624,364

2013 3,299,263 806,494 16,738,132

2014 3,591,950 806,494 17,239,882

2015 3,606,875 806,494 17,754,600

2016-2020 18,196,750 4,032,470 92,490,784

2021-2025 21,931,492 86,600,993

2026-2029 6,148,295 15,366,108

Total 5,050,625 31,240,707 36,124,565 281,083,933

Less Amount

Representing Interest 225,625 7,035,707 11,574,565 79,728,933

Net S 4825.ono $ 24 205 000 S 24 550 000 $201355000

Total interest paid on bonds outstanding for the year ended June 30, 2010 was $7,715,216.

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

Fiscal Year
Ending

2011

2012

2013

2014

2015

2016-2020

2021-2025

2026-2029

Total

Tax Increment Financing Revenue Bonds

Amount

s 8,925,000

9,555,000

8,995,000

9,800,000

10,650,000

64,915,000

74,280,000

14,235.000

$ 201355000

In December 2002, the County issued $40,000,000 in Tax Increment Financing Revenue Bonds for the New River TIF District, bearing

interest rates of 3,0% to 5.5% and with varying maturities through 2027. The proceeds of these bonds were used to provide infrastructure

and other improvements within the Tax Increment Financing District, including buildings for both the University of South Carolina ­

Beaufort and the Technical College of the Lowcountry, which the County owns.

In November 2003, the County issued $23,680,000 in Tax Increment Revenue Bonds for the Bluffton TIF District, bearing interest rates of

2.0% to 5,0% and with varying maturities through 2028. The proceeds of these bonds were used to pay the outstanding bond anticipation

note and to provide infrastructure improvements within the Tax Increment Financing District.
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5. Long Term Obligations - Continued:

The following is a schedule of the debt service requirements:

Fiscal Year New River Bluffton
Ending TIF TIF

2011 s 2,813,262 s 1,489,150

2012 2,993,463 1,575,275

2013 3,172,350 1,731,275

2014 3,349,950 1,905,275

2015 3,451,425 2,100,775

2016-2020 17,932,900 11,091,750

2021-2025 18,425,000 9,915,000

2026-2028 7,508.250 3,067,750

Total 59,646,600 32,876,250

Less Amount Representing Interest 20,986.600 11,821.250

Net $38660000 $21055000

Total

s 4,302,412

4,568,738

4,903,625

5,255,225

5,552,200

29,024,650

28,340,000

10,576.000

92,522,850

32,807.850

S59 715 000

Total interest paid on bonds outstanding for the year ended June 30, 2010 as $3,006,563.

Advances from General Fund

In September 2007, the County issued a note for $1,800,000 for the balance owed for the construction of hangers at the Hilton Head

Island Airport. The note is payable in quarterly payments of $31,634, including interest at 5.0% through June 2032,

Annual requirements to amortize the advances from general fund outstanding at June 30, 2010, are as follows:

Fiscal
Year Loan Payable

Ending to General Fund Principal Interest

2011 $ 126,535 $ 43,210 $ 83,325

2012 126,535 45,411 81,124

2013 126,535 47,725 78,810

2014 126,535 50,156 76,379

2015 126,535 52,711 73,824

2016-2020 632,674 306.679 325,995

2021-2025 632,674 393,174 239,500

2026-2030 632,674 504.064 128,610

2031-2032 253.070 239,407 13663

Total s 2783767 $ 1682537 $ 1 101230

Capital Lease

The County records capital lease payments as current year expenditures in the fund to which the lease applies. The County paid its sole

capital lease off early in the 2010 fiscal year. Total interest paid on the capital lease for the year ended June 30, 2010was approximately

$28,567 which was recorded as expenditure in the Special Revenue Fund for E-911 equipment.
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5. LongTermObligations - Continued:

Governmental ActivitiesChangesin Long-TermObligations

GeneralObligation Bonds

TIF Revenue Bonds

BondAnticipation Notes

Capital Leases

Totals

Balance
June 30, 2009

$ 159,305,000

60,575,000

48,755,000

178,390

$ 268813390

Additions

$ 48,755,000

$....A8J55.0OQ

Retirements

$ 6,705,000

860,000

48,755,000

178,390

s 56498390

Balance
June 30. 2010

$201,355,000

59,715,000

$261070000

Business-Type Activities Changesin Long-TermObligations

Advances from GeneralFund

Balance
June 30, 2009

$ 1723652

Additions

$,===~

Retirements

$ 41 115

Balance
June 30, 2010

S 1682537

Combined Changes in Long-Term Obligations

Balance Balance
June 30, 2009 Additions Retirements June30. 2010

General Obligation Bonds $ 159,305,000 $ 48,755,000 s 6,705,000 $201,355,000

TIF Revenue Bonds 60,575,000 860,000 59,715,000

BondAnticipation Notes 48,755,000 48,755,000

Advances from GeneralFund 1,723,652 41,115 1,682,537

CapitalLeases 178.390 178,390

Totals $ no 537 042 s 48755 DOD $-56539505 $262752537

Current Portion of LongTerm Obligations

The currentportionof long term obligations is computed as follows:

GeneralObligations Bonds $ 8,925,000

TIF RevenueBonds 1,245,000

Advances fromGeneralFund 43,210

$ 10213210

6. Accrued Compensated Absences

The County considersaccrued compensated absences to be reported as a currentand long term liability,

Governmental Activities Changesin Currentand Long-TermObligations

Balance
June 30, 2009
$ 3108435

Additions Retjrements
S 4142358 s 4 072 562

Balance
June30.2010
$ 3178231
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6. Accrued Compensated Absences- Continued:

Business-Type Activities Changes in Current and Long -TermObligations

Balance
June 30. 2009
s 109952

Additions
$---.15UMl

Retirements
s 148515

Balance
June 30 2010
s 116286

AmountDue
In One Year
s 5815

7. Interlund Transfers/ Due to GeneralFund

Interlundtransfers (in/out)were usedto move resources to/from otherfunds in accordance with budgetary authorizations, or other

requirements. Thesetransfers were permanentin natureandas suchthere are not any anticipated repayments. The following

interlundtransfers were madeduring the yearended June 30, 2010.

s 19663742

Recipient Fund

GeneralFund

CountyWide General Obligation Bonds

CountyWide General Obligation Bonds

CountyWide General Obligation Bonds

CountyWide General Obligation Bonds

SalesTaxProjects

2006 BondProjects

HiltonHeadAirport

Lady's IslandAirport

NonmajorSpecial Revenue Funds

NonmajorSpecial Revenue Funds

NonmajorSpecial Revenue Funds

NonmajorDebtService Funds

Nonmajor Capital Projects Funds

Nonmajor Capital Projects Funds

Due to General Fund

Transferring Fund

Nonmajor SpecialRevenue Funds

2006 BondProjects

NonmajorCapitalProjectFunds

NonmajorSpecialRevenueFunds

NonmajorDebtServiceFunds

NonmajorSpecialRevenue Funds

NonmajorCapitalProjectFunds

GeneralFund

GeneralFund

GeneralFund

Nonmajor CapitalProjectFunds

NonmajorSpecialRevenue Funds

Nonmajor SpecialRevenue Funds

2006 Bond Projects

NonmaJor CapitalProjectsFunds

s
Amount

2,754.899

925.117

359,942

4,230,778

326,556

1,998,239

557,777

150.000

100,000

3,743,821

703,134

28,934

3,488,774

39,223

256.548

Due to generalfund also included $1,850,782 at June 30, 2010 for advances for certain operatingexpenses of the airportenterprise

funds.
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8. Operating Leases

TheCounty leasescertainoffice space and machineryandequipmentundercancelableoperatingleases. Underthe termsof the lease

agreements, theCounty's obligationto continuerentalobligations is contingentuponthe continuedappropriation of funds bythe County

for thatpurpose. Total rentalexpenses for the year endedJune 30, 2010 were approximately$647,000.

The following is a scheduleof minimum commitments for operating lease payments:

FiscalYear
Ending Amount

2011 S 392,891

2012 154,827

2013 8,774

2014 12

2015 12

2016·2026 113

Total S ----.556 629

9. Deferred Compensation Plans

All stateand localgovemmentemployeescan participatein adeferredcompensation plan createdin accordance with Intemal Revenue

Code457. Theplan,administered by the statepublicemployee retirementsystemthrougha stateapproved nongovemmental thirdparty,

permitsgovernmental employeesto defer a portionof their salaryuntil future years. The deferred compensation is not availableto an

employee until termination, retirement. death, or unforeseeable emergency. Contributionsbyemployees underthe457 programtotaled

$257,561 for theyearendedJune 30, 2010. There areno employer contributions made by the Countyto this plan. Participantaccount

balances are not included in these financial statements.

County employees mayparticipatein a 401(k) or a Roth401(k)deferredcompensation plans availableto state and localgovernmental

employees throughthe state public employee retirementsystem. The 401(k) and Roth 401(k) programs are administeredby a state

approved nongovernmental third party. Contributionsby employees under the 401(k) and Roth 401(k) programstotaled $849,484and

$21,146, respectively, for the year ended June 30,2010. There are no employer contributions made by the County to these plans.

Participant accountbalancesare not included in these financial statements.

10. Relirement Plans

The Governmental Accounting Standards Board{GASB) issuedStatementNo. 27 entitledAccountingfor Pensionsby State and Local

Govemment Employees in November1994. ThisStatement wasamended with the issuanceof GASBStatement No.50entitled Pension

Disclosures- an amendment of GASBStatementsNo.25 andNo.27 in May2007. The followinginformationis providedin orderto meet

the disclosure requirements prescribed in paragraph20 of GASB27 and paragraph7 of GASB50.

SUbstantially all full time,permanentCountyemployees are required by law(Title 9 of the S. C.Code of Laws)to participatein statewide

costsharingmulliple-employer defined benefitpensionplansadministered bythe StateRetirement System. Generally allemployees. with

the exception of law enforcement personnel and certain others,participate in the South Carolina RetirementSystem (SCRS). Law

enforcement personnel and certain other employeesparticipate in the SouthCarolina Police Officers Retirement System (PORS).
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10. Retirement Plans-Continued:

BoththeSouthCarolinaRetirementSystemand PoliceOfficersRetirementSystemoffer retirementanddisabilitybenefits,costof living

adjustments on an ad-hocbasis, life insurancebenefits, andsurvivorbenefits. The Plans'provisionsareestablished underTitle9 of the

SCCodeof Laws.

A Comprehensive AnnualFinancialReportcontainingfinancialstatements andrequired supplementary information forthe SouthCarolina

Retirement System and Police Officers RetirementSystem is issued and publicly available by writing the South Carolina Retirement

System, P.O.Box 11960, Columbia, SC 29211 -1960.

Actuarially established employercontribution ratesare as follows:

Retirement Program

Unfunded
Accrued

Normal Liabilitv

Accidental
Death

Program

Group
Life

Insurance
Program

SCRS

PORS

5.00%

8.43%

4.24%

2.22%

NJA

.20%

.15%

.20%

9.39%

11.05%

Contribution ratesaredevelopedbythe SCRSand PORSusingthe entryage normalcostmethod. The normalcontribution ratetocover

current cost has beendeterminedas a levelpercentage of payroll. A market relatedvalue of plan assets is used for actuarialvaluation

purposes. Gainsand lossesare reflectedin the unfunded accruedliabilitiesthat are beingamortizedbyregularannualcontributions asa

levelpercentof payrollwithin a 30 -year period, assuming 4.25 % annualpayrollgrowth for SCRSand PORS.

All employers contribute at the actuarially requiredcontribution rates.

Contribution Information:

CoveredPayroll

Employee Contributions

Employee Contribution Rate (Based uponSalary)

EmployerContributionRate; IncludesGroup

Life Coverage in both SCRS and PORS and

Accidental Death Coverage in PORS(Basedupon Salary)

SCRS

$ 34,377,071

2,231,812

6.50%

9.39%

PORS

s 16,927,063

1,100,258

6.50%

11.05%

TheCounty's employercontributionto the SCRSfor theyearsendedJune 30, 2010,2009 and 2008 were$3,228.011, $3,230,276, and

$2,966,289, respectively, which are equal to the requiredcontributions.

TheCounty's employercontributionto the PORSfor theyearsendedJune 3D,2010,2009 and 2008 were$1,870,440, $1,825,061, and

$1,609,117, respectively, which are equal to the requiredcontributions.

Vesting Requirements:

Wilh fIVe yearsof service,an employeeis entitledto adeferredannuitycommencing at age65 underSCRSand atage 55 underPORS.
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10. Retirement Plans- Continued:

Retirement Benefits:

Retirement benefits of participants in the SeRS and the PORS are currenlly determined as follows:

SCRS - The maximum monthly retirement allowance at age65 or28years'serviceisgenerallydetermined bythe following formula:

• Total 12 highest consecutive quarters of salary(divideby 3).

• Multiplythe amount by 1.82%.

• Multiplythe results by the totalmonths of creditable service.

• Divideresults by 12.

PORS • The retirement benefitat age 55 or 25 years' service is generally determined consistent with the aforementioned SeRB

formula, except that the average salary is multiplied by 2.14%for Class II members.

EarlyRetirement - SCRS

8!m
At least60

55

ServiceRequired

None

25

EarlyRetirement Penalty

5% for eachyearof age under65

4% for eachyearof serviceunder28

Full formula retirement is availablewith28yearsof service. regardless of age, or age 65.

Therearenoearlyretirement provisions underPORS. A member musthave25yearsservicefor full retirement ormustbeage55with5

yearsservice; bothcriteria providefor full formula benefitwithno reduction.

Employees eligiblefor service retirement mayparticipate in theTeacherandRetireeIncentive Program (TER!). TERIparticipants may

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

termination of employment or at the end of the TERI period, whichever is earlier, participants will begin receiving monthly service

retirement benefitswhichwill includeanycostof livingadjustments grantedduringtheTERIperiod. Because participants areconsidered

retired during the TERIperiod, theydo not earn service credit, and are ineligible to receive group life insurance benefitsor disability

retirement benefits. Effective July1,2006,TERI participants whoenteredtheprogram before July1,2005donothavetocontribute SCRS

as longas theyarecovered undertheTERI program.

Disability Retirement

In orderto receive Disability Retirement benefits, an employee musthave5 yearsof credited serviceunlessthe injuryis job related.

Recipients receive aservice retirement benefitbaseduponcontinued service to age65 forSCRSandto age55forPORS withnochange

in compensation.

Accidental DeathProgram

Underthisprovision of the PORS, anannuity isprovided to thesurviving spouse (or thespecified beneficiary) of a memberwhosedeath

was whilein performance of duty. Theannuitywouldequal50% of members' compensation at the timeof death.
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10. Retirement Plans- Continued:

GroupLife Insurance Benefits

A lump-sum payment equaltooneyear' s salaryis payableto the beneficiaryuponthe deathof anactivememberwijhat leastoneyearof

service. There is no service requirement for death resultingfrom actual performanceof duties. Lump-sumpayments of up to $6,000

(SCRSandPCRS)are payableto a retiree's beneficiarybased upon years of service at retirement.

Withdrawalof Employee Contribution

Accumulated contributions andcreditedinterestpayableare paidwithin6 monthsbut not lessthan90 daysaftertermination of allcovered

employment.

Post Retirement Increase

Annual increases in retirement benefitsare calculatedat 4% peryear,providedtheConsumerPriceIndex(CPI)forthepriorcalendar year

was 3%orhigher. If the CPI is less than 3%, CPI is granted. Increasesare approvedannuallySUbject to compliancewith fundingpolicy.

Statewide PlanActuarial Information

TheSouthCarolinaRetirement Systemsdo notdetermineseparate measurements of assetsandpensionbenefitobligations for individual

employers. Anactuarialvaluationis performedfor the systems annually. Nochangesin actuarialassumptions orbenefitprovisions have

occurred subsequent to July 1, 1995. The interest rate assumption for actuarial purposes is 8%. An assumption of future COLA

adjustments was removed(SCRSand PORS) and the methodof valuing assetswas changed from book value to a smoothed market

value.

The Systems usea projectedbenefit methodfor actuarialvaluationwith levelpercentageentryage, normalcostandopen-end unfunded

accruedliability. At July 1, 2009, based upon the actuarialmethodused for funding purposes:

Unfunded Accrued Liability

Liquidation Period

11. Other PostEmployment Benefits (OPES)

Plan Description

$

SCRS

11,967,000,000

30 years

$

PORS

1,082,000,000

30 years

The Countyprovidespost-retirement health, life anddentalcarebenefits,asper the requirements of a localordinance, forcertain retirees.

Itsplan is a single-employer defined benefit plan. Substantially all employeeswho retire under the State retirements plansareeligible to

continuetheircoveragewith the County paying100%of the premiumfor thosewith 28 or more yearsof service,75% of the premiumfor

thosewith20 yearsto 27 yearsof service and 50% of the premiumfor thosewijh 15years to 20 years of service. OnJune 9, 2008. the

Countyclosedthesebenefitsto all employeeshiredafterJune9, 2008. As of year-endthere were61 employeeswhohadretired withthe

Countyandwere receivinghealth insurancebenefits.
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11. OtherPostEmployment Benefits (OPEB)- Continued:

FundingPolicy

The contribution requirements of plan members and the Countyare established and may be amended by the County. The required

contribution is currently based on pay-as-you-go financing requirements. For the year ended June 30, 2010, the County recognized

expenditures of $10,796,129 for current healthcarepremiums.

AnnualOPEBCost and Net OPEB Obligation

The County's annualOPEB cost is calculatedbased on the annualrequired contribution of the employer(ARC).an amountactuarily

determined in accordance with the parametersof GASBStatement 45. TheARCrepresentsa levelof fundingthat, if paid on anongoing

basis,is projected to covernormalcosteach yearandamortize anyunfundedactuarial liabilities(or fundingexcess)over a periodnot to

exceed 30 years. The following table shows the components of the County's annual OPEB cost for the year, the amount actually

contributed to the plan, and changes in the County'snet OPES:

Governmental Business-Ivpe

NormalCost for CurrentYear s 2,321,526 s 105,833

Amortization of Unamortized Accrued liability 1677.550 76475

AnnualRequired Contribution (ARC) 3,999,076 182,308

Interest on Net OPEBObligation 237,764 10,839

Adjustment to AnnualRequired Contribution (205,129) (9.351)

Annual OPEBCost 4,031,711 183,796

Contributions Made (496065) (22,614)

Increase in NetOPEBObligation 3,535,646 161,182

NetObligation - Beginningof Year 5,939,451 270.354

NetObligation - End of Year $ 9415.091 s 431536

TheCounty's annualOPEBcost, the percentageof annualOPEBcostcontributed to the plan, and the netOPEBobligationfor the 2010

fiscalyearwere as follows:

Percentage
Fiscal of Annual
Year Annual OPEBCost NetOPEB

Ending OPEBCost Contributed Obligation

2010 $4,215,507 12.30% s 9,906,633

2009 3,601,597 21,48% 6,209,805

2008 3,381,788 0% 3,381,788

Funded StatusandFunding Progress

As of January1,2010,the most recentactuarialvaluationdate,the planwas 0.0%funded. The actuarialaccruedliability forbenefrts was

546.2million,resulling in an unfundedactuarialaccruedliability(UAAL)of 546,2million, Also, the unfundedactuarialaccruedliabilityis

beingamortized byanopen or rolling amortization period(withre-amortization ofthe UAALin eachvaluation),absentactuarial gains. As

such,theUAALamountwill never be fully eliminated. Thecovered payroll(annualpayroll of activeemployeescoveredbythe plan)was

549,632,784, and the ratio of the UAAL to the coveredpayrollwas 93.0percent.
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11. OtherPostEmployment Benefits(OPEB)- Continued:

Actuarial valuations of an ongoing plan involveestimates of the value of reported amountsand assumptions about the probability of

occurrence ofeventsfar intothe future. Examples includeassumptions aboutfuture employment, mortality, andthehealthcare costtrend.

Amounts determined regarding the funding statusof theplanandannualrequiredcontributions of theemployeraresubjectto continual

revision as actualresultsare compared with past expectations and new estimatesare madeaboutthe future. The scheduleof funding

progress, presented as required supplementary information following the notes to the financial statements, presentsmulti-year trend

information aboutwhetheractuarialvalueof planassetsis increasing ordecreasingovertimerelative totheactuarial accrued liabilities for

benefits.

Funded StatusandFundingProgress

Projections ofbenefitsfor financialreportingpurposes arebasedon thesubstantive plan (theplanasunderstood bytheemployer andthe

planmembers) andincludethe typesof benefitsprovided at the timeof eachvaluation andthehistorical pattern ofsharing of benefit costs

between the employer and plan members to that point. The actuarial methods and assumptions used include techniques that are

designed to reduce the effectsof short-term volatility in actuarialaccruedliabilitiesand the actuarialvalue of assets,consistent withthe

long-term perspective of the calculations.

In the January 1, 2010 actuarialvaluation, the projected unit credit method was used. The actuarialassumptions includeda 4.00%

investment rateof return(netof administrative expenses), whichis the blendedrateof theexpected long-term investment returns onplan

assets ontheCounty's own investments calculated basedonthe fundedlevelof theplan at thevaluation date,andan annualheallhcare

cost trendrate of 8.00%in 2010 decreasing to the ultimate rate of 4.50% in 2027. Also, the actuarialassumptions includeda 3.75%

annual salaryrate increase and 2.5%for an annual inflation rate. The UAALis being amortized via the levelpercentage method, which

amortizes the UAALas a constantpercentof payroll. The remaining amortization period at June 30,2010was 28 years.

12. Accrued Compensated Absences and Other Benefits

Effective February 15,1993,BeaufortCountyadopted a newleavepolicyfor all employees. TheTOWP/SCApolicywas replaced witha

policygranting Personal Leave Days and Personal Disability Leave. Under the new policy, employees were entitled to a maximum

Personal Leave balance of 280 hours. Upon termination, employees will be paid for all unused, unpaid Personal Leave up to this

maximum. The liabilityrecordedatJune 30,2010,to coverunused. unpaidPersonalLeaveincludingfringebenefitstotaled$3,294,518.

The County reports $158,912as a current liabilityand S3,019,320 as a long-termliabilityfor governmental activities, while S5,815 as a

current liabilityand $110,471 as a long-term liabilityfor business-type activities.

All leavehoursaccrued inexcessof thisPersonalLeavemaximum wereaccruedto theemployee's Personal Disabilityleaveaccount. A

maximum of 360hoursmaybe maintained in anemployee's PersonalDisabilityleaveaccount. The onlyaccrualto this balance occurs

whenanemployee's Personal Leaveaccountexceeds 280 hours,atwhich timeexcesshoursare"rolledover"to the PersonalDisability

leaveaccount. Personal Disabilityleaveis to be usedin thecaseof anextendedor life threatening illness. Thisaccount canonlybeused

onceall accrued hoursin the PersonalLeaveaccounthavebeen usedto a balanceof 80 hoursor less. Theemployeemustpresenta

doctor's statement verifying the disabilityor illnessin order to utilizehislher PersonalDisabilityleave. Employees with remaining SCA

leavebalances mayretainthosebalances. Thesamerulesgoverning theuse of PersonalDisabilityleaveapplyto the useofSCAleave.

Upontermination of employment with BeaufortCounty, no payment for any unusedSCA or Personal Disabilityleave will be made.
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12. Accrued Compensated Absences and Other Benefits- Continued:

The County does not provide post employment health care benefits except those mandated by the Consolidated Omnibus BUdget

Reconciliation Act (COBRA). The requirements established byCOBRAarefully fundedbyemployeeswhoelectcoverage undertheAct,

and no directcostsare incurredby the County.

13. Commitments and Contingencies

On November 22, 1991, the County entered into a 20 year lease agreementwith the General ServicesAdministration of the U. S.

Government (GSA) for the use of the former Beaufort County Courthouse building by GSA as a Federal Courthouse. Under this

agreement, the Countyrenovated the building in accordance with GSAspecifications atan approximate costof $1,933,744. Financing

hasbeenarranged for the fundingof thesecostsandthe County hasassignedall rightsand interestin the leasepayments fromGSAto

the lender. The termsand required payments on the lease are the same as the terms and required payments on the loan. After the

payment of the roan and the end of the lease term, the assetwill remainas propertyof the County.

Arbitrage rules- Stateandlocalbondsissuedafter1984aresubjectto arbitrage restrictions as enactedbytheFederalGovernment. To

retain thebonds'taxexemptstatus,localgovernments mustcomplywiththe regulations as adopted bythegovernment expendallofthe

bondproceeds withindesignated periods which could be up to three years. The Countybelievesit is in compliance with all arbitrage

rules.

As of June30, 2010,the Countyhas outstanding construction contracts of $36,158,985.

14. RiskManagement and Litigation

The County is exposed to variousrisksof losses relatedto torts; theftsof; damageto and destruction of assets;errorsand omissions;

injuries to employees; and natural disaster. The Countymanages risk through employee educationaland prevention programs and

through the purchase of casualtyand liabilityinsurance. All riskmanagement activitiesare accounted for in the GeneralFund.

Forall of these risks,the Countyis a memberof the Stateof SouthCarolina Insurance Reserve Fund,a public entityriskpool currently

operating as a common risk management and insuranceprogram for local governments. The Countypaysan annualpremium to the

State Insurance Reserve Fund for its insurance coverage. The State Insurance Reserve Fund is self-sustaining through member

premiums and reinsures throughcommercial companies for certain claims.

Expenditures and claimsare recognized when it is probablethat a ross has occurred and the amountof the loss can be reasonability

estimated. In determining claims, eventsthat mightcreateclaims, but for which none have been reported are considered.

The Countyis a partyto several lawsuits which seek to recoverpropertytaxespaid underprotestand to overturnpropertysold at "tax

sales." The County'sattorneyestimates that the amount of actual or potentialclaims against the County at June 30, 2010 will not

materially affect the financialconditions of the County. Therefore, the GeneralFundcontains no provisionfor estimated claims.

The Countyhas not significantly reduced insurancecoverage from the previousyear nor has it settledclaims in excessof insurance

coverage for the last threeyearsthat were material.
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15. Fund Equity Deficit

At June 30, 2010, the accommodations tax program fund had a deficit balance of $25,535. However, the negative fund balance is offset

bya positive fund balance in the general fund.
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Loca l residents enjoy many oppo rtunities for subsidizing family grocery hills. The- lagoo ns.

estuaries. rivers. beaches. sounds and waterways of B eau fort County arc num erous a nd full of

popular fish species
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Groups of Brown Pelicans arc often seen flying single file in low formation over Beaufort

County waterways. They swoop near the shorelines of the County ' s approximate ly 300 islands.

diving for fish and crustaceans . Years ago. the Brown Pel ican was nearly eliminated by DDT.

But since the ban on the pestic ide in 1972. Brown Pelican numbers have been on the rise.




