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651 Grays Hwy. * RIDGELAND, SC 29936
PO. Box 1149 ¢ RIDGELAND, SC 29936

Dr. GEORGE HooD LEROY BLACKSHEAR HENRY ETHERIDGE
Chairman Vice Chairman Councilman

REV. SAMUEL GREGORY HURBERT TYLER ANDREW FULGHUM
Councilman Councilman Administrator

November 19, 2010
The Honorable Members of County Council and the Citizens of Jasper County, South Carolina

State law requires that all general-purpose local governments publish within six months of the close
of each fiscal year a complete set of financial statements presented in conformity with generally
accepted accounting principles (GAAP) and audited in accordance with generally accepted
accounting standards by a firm of licensed certified public accountants. Pursuant to that requirement,

we hereby issue the comprehensive annual financial report of Jasper County for the fiscal year ended
June 30, 2010.

This report consists of management's representations concerning the finances of the County.
Consequently, management assumes full responsibility for the completeness and reliability of all of
the information presented in this report. To provide a reasonable basis for making these
representations management of the County has established a comprehensive internal control
framework, that is designed both to protect the government's assets from loss, theft, or misuse and to
compile sufficient reliable information for the preparation of the County’s financial statements in
conformity with GAAP. Because the costs of internal controls should not outweigh their benefits,
Jasper County’s comprehensive framework of internal controls has been designed to provide
reasonable rather than absolute assurance that the financial statements will be free from material
misstatement. As management, we assert that to the best of our knowledge and belief, this financial
report is complete and reliable in all material respects.

The County's financial statements have been audited by Baird & Company CPAS, LLC, a firm of
licensed certified public accountants. The goal of the independent audit was to provide reasonable
assurance that the financial statements of the County for the fiscal year ended June 30, 2010 are free
of material misstatement. The independent audit involves examining on a test basis, evidence
supporting the amounts and disclosures in the financial statement presentation; assessing the
accounting principles used and significant estimates made by management and evaluating the overall
financial statement presentation. The independent auditor concluded based upon the audit that there
was a reasonable basis for rendering an unqualified opinion that the County’s financial statements for
the fiscal year ended June 30, 2010 are fairly presented in conformity with GAAP. The independent
auditors report is presented as the first component of the financial section of this report.

GAAP requires that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of management's discussion and analysis
(MD&A). This letter of transmittal is designed to complement MD&A and should be read in
conjunction with it. Jasper County's MD&A can be found immediately following the report of the
independent auditors.

PHONE: (843) 726-7758 ) Fax: (843) 726-7637



In addition to the fund-by-fund financial information currently presented in the County’s financial
statements, we are now including government-wide financial statements. The government-wide
financial statements include a statement of net assets that provides the total net equity of the County
including infrastructure and the statement of activities that shows the cost of providing government
services. These statements have been prepared using the full accrual basis of accounting versus the
modified accrual method used in the fund financial statements. A reconciliation report is provided as
a key to understanding the changes between the two reporting methods. In addition, the new
reporting model includes an emphasis on the County's major funds as shown in the governmental
fund statements. These new statements combined with other information are further analyzed in a
new narrative section called management’s discussion and analysis (MD&A). The MD&A provides
"financial highlights and interprets the financial reports by analyzing trends and by explaining
changes, fluctuations and variances in the financial data." In addition, the MD&A is intended to
disclose any known significant events or decisions that affect the financial condition of the County.

Profile of the Government

The County founded in 1912 is located in the Southeastern part of South Carolina, just north of
Savannah, Georgia. The County currently occupies a land area of 662 square miles and serves a
population of 23,221. The County is empowered to levy a property tax on both real and personal
properties located within its boundaries.

The County operates under the council administrator form of government. Policy-making and
legislative authority are vested in a governing council consisting of five members. The governing
council is responsible, among other things for passing ordinances, adopting the budget, appointing
committees, and hiring both the government's administrator and attorney. The government's
administrator is responsible for carrying out policies and ordinances of the governing council, for
overseeing the day-to-day operations of the government, and for appointing the heads of various
departments. The Council members serve four-year staggered terms, with three council members
elected every two years. Four of the council members are elected to single member districts and one
member is elected at large.

The County provides a full range of services including: police and fire protection, the maintenance of
highways, streets, and other infrastructure, recreational activities, and cultural events, sanitation
services, emergency medical services, E-911 and courts service. The County underwent a salary
and staffing study that redefined the functional areas of certain department heads. These
recommendations were adopted by the County to allow for greater accountability. The financial
statements were reorganized to comply with these changes. As a result information prior to fiscal
year 2002 was not available for the statistical section.

The annual budget serves as the foundation for the County's financial planning and control. All
departments of Jasper County are required to submit requests for appropriations to the administrator
on or before the last day in March each year. The County administrator uses these requests as the
starting point for developing a proposed budget. The County administrator then presents this
proposed budget to the council for review prior to May 15th. The council is required to hold public
hearings on the proposed budget and to adopt a final budget by no later than June 30th, the close of
the County's fiscal year. The appropriated budget is prepared by fund and department. Budgetary
control (that is the level at which expenditures cannot legally exceed the appropriated amount) is
maintained by the administrator at the fund level and may be amended as necessary during the fiscal
year. Budget-to-actual comparisons are provided in the report for each individual governmental fund




Local Economy

The County’s fiscal year 2011 assessable base is $116,098,071, down 2% from the assessable base
of $118,128,019 in fiscal year 2010. The County’s private sector average weekly wage decreased 5%
from the previous year and is currently $615. This average weekly wage is higher than average
weekly wage rates reported in the neighboring South Carolina counties of Beaufort and Colleton. The
2010 US Dept. of Housing and Urban Development (HUD) median family income estimate for Jasper
County is $45,700. This median family income level is higher than median family income levels
reported in two of the three neighboring counties.

The U.S. Census Bureau's 2009 population estimate for Jasper County is 23,221. The 2000 census
placed Jasper County as the fourth fastest growing county in the state. A 2006 study completed by
Clemson University's Strom Thurmond Institute projected that Jasper County would grow in
population to 177,000 residents by 2026.

Jasper County is the gateway to the Hilton Head Island and the Beaufort County tourism market
because of Interstate 95 that runs north and south through the middie of the County for a distance of
36 miles with seven interchanges. Two primary corridors, US 278 running east/west and SC 170
running north/south, accommodate a majority of the tourist traffic in both Jasper and Beaufort
Counties. Most of Jasper County’s large scale residential and commercial growth is occurring along
these corridors in multi-use communities with vested densities.

Approximately 30,000 acres of large tract, mixed-use development projects have been approved.
Over the past five years, approximately 77,000 new dwelling units have been authorized by Jasper
County, the City of Hardeeville, and the Town of Ridgeland. Over 4,000 acres of proposed
commercial development projects have also been approved.

As a result of the financial and economic problems that have negatively impacted the United States,
Jasper County has experienced a growth slow-down. The impact of a construction siowdown in
Jasper County has been hard felt as many of all private sector jobs in the County were construction

related. Many Jasper County residents also are employed in service industries supporting tourism
related business in neighboring Beaufort County.

Jasper County’s unemployment rate is currently 9.3%. It was 10.7% last year. Jasper County is
presently ranked 3" highest in unemployment in the state out of 46 counties. There are presently
only 8 South Carolina Counties with lower unemployment rates. Before the economic downturn,
Jasper County also had one of the lowest unemployment rates in the state. Then, the County suffered
from an underemployment problem rather than an unemployment probiem. Even before the economic

downturn, Jasper County understood the need for creating sustainable jobs for its residents and
diversifying its tax base.

For many years, the County has supported a regional approach to economic development and job
creation. The idea of developing a regional economic development vision and leveraging regional
economic development resources makes even more sense as local governments react to recent
economic development and job creation challenges.

To that end, the Jasper County Council joined the Beaufort County Council in forming a state
sanctioned economic development alliance known as the Lowcountry Economic Alliance. The
Alliance is governed by a board of directors composed of elected officials and business members
from both counties. Since its formation, the Alliance has developed four focus areas for ecohomic
development- aeronautics, distribution and logistics, green, and knowledge intensive. The Alliance
has developed an integrated website presence with a property search database, dedicated marketing
and branding in print and web advertising, obtained $600,000 in grant funds to further our joint
marketing and economic development efforts, and is currently developing a regional economic

development plan with participation from Jasper and Beaufort Counties and all municipalities within
both counties.



The Alliance has evaluated public and private sites with Jasper County that have been proposed for
economic development projects. Some current deficiencies in infrastructure have been identified for
all of these properties. Efforts are underway to publicly and privately finance infrastructure
improvements/extensions to and within these properties. Development of RiverPort Business Park, a
1,400 acre premier logistics center for warehousing, distribution, and light industrial use, is currently
underway in the City of Hardeeville. Jasper County is in the process of extending water, sewer and
gas utilities in the Cypress Ridge Industrial Park. Jasper County and the Town of Ridgeland are also
currently exploring opportunities to further develop industrial properties in the Town of Ridgeland.

The States of Georgia and South Carolina have joined forces to develop a bi-state port authority to
construct and operate a new deep water shipping terminal in Jasper County on approximately 1,500
acres of land located in the southern portion of Jasper County along the Savannah River. The port
has been named the Jasper Ocean Terminal (JOT). Georgia and South Carolina jointly purchased
the property and established a bi-state, joint project office to oversee the development of the new
port. The new port will have a tremendous impact on the local economy and presents the potential for
substantial financial benefit to Jasper County. It has been estimated that the new port will produce
450 direct jobs and as many as 98,000 new jobs in the region.

For the past decade, the State of Georgia has also been preparing to further dredge the Savannah
River to enable larger ships to use the Garden City Marine Terminal. The Georgia Ports Authority is
timing the project to enable the state to service the larger vessels when the Panama Canal reopens in
2014 with the ability to accommodate the larger vessels. Jasper County currently awaits the
opportunity to review the environmental impact statement (EIS) for the Savannah Harbor Expansion
Project (SHEP) which is expected to be released soon.

Long-term Financial Planning

Jasper County spent much time and effort over the past five years trying to understand and manage
the growth it was experiencing. One of the primary concerns was in assuring that the future cost of
providing County services did not exceed the revenues received from the new growth. To that end,
the County maintained a growth management strategy that encouraged a vast majority of all of the
residential and commercial development to take place within the corporate boundaries of either the
City of Hardeeville or the Town of Ridgeland. Virtually all of the new, large-scale growth will
undoubtedly now take place within the corporate limits of the County’s two municipalities.

Clemson University’s January 2006 Fiscal Impact Assessment for Jasper County, the City of
Hardeeville and the Town of Ridgeland, estimates that additional revenue from future growth will

cover the growth-related capital and operating expenditures of Jasper County under every scenario
analyzed.

With most of the planned residential and commerciai development, Jasper County and the
municipalities of Hardeeville and Ridgeland have been involved in jointly negotiating development
agreements with developer fees that offset the initial cost of providing additional government services
beyond property tax revenue generated from the development. Fees are assessed to assist the
entities with providing school, library, police, fire and parks and recreation infrastructure. When and if
the residential and commercial development proceeds as proposed, the County and its municipalities
will receive approximately $300 million in voluntary developer fees.

The Jasper County Council set a goal of developing an affordable housing program to ensure that
affordable housing opportunities remain in Jasper County as the area grows. An affordable housing
market analysis has been completed for Jasper County and new affordable rental, single family home
construction, and rehabilitation projects have begun. The County has provided financial support for
one of the projects and obtained grant funding for another.

The County is developing a government campus in the Town of Ridgeland. The County has also
constructed a new County administrative building on the campus known as the Jasper County
Government Building. Renovation of the County’s historic courthouse has begun and is scheduled to



be completed in the fall of 2010. The Jasper County Chamber of Commerce and the Jasper County
Museum operated by the Jasper County Historical Society are moving on the campus into the Perry
House which was purchased by the County several years ago. The County has committed to issuing
new debt not to exceed $18 million in developing the government campus.

This past year, the County was faced with revenue shortfalls from fines, fees, and permits as a result
of the lack of economic activity. Additionally, state shared revenue was cut. The County was forced to
reduce its operating budget by over $4 million in FY 2010. The County also reduced its workforce by
21 employees. Just as the County had to react to the challenges it has faced in the local economy in

developing the FY 2010 budget, the County is now forced to re-examine its long-term financial
challenges.

Going forward, the County has many challenges. The stresses of shrinking revenue sources, new
debt, accrued liabilities and the competition for limited grant funds will force the County to re-examine
and re-evaluate the types and levels of services it presently provides.

Significant Financial Policies
The following policies had a significant impact on the current period financial statements:

1. The County pays medical insurance on behalf of retired employees who have met the
eligibility requirements. GASB-45 “Accounting and Financial Reporting by Employers for
Post Employment Benefits Other than Pensions” became effective for the fiscal year ended
June 30, 2009. This resulted in an accrual of $863,615 on the government wide financial
statements.

2. The County borrowed $900,000 on behalf of the Lowcountry Council of Governments
(LCOG) to expand their facilities. The county entered into a lease ~ lease arrangement with
LCOG whereby LCOG is making payments equal to the note payment.

Awards and Acknowledgments

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement in Financial Reporting to Jasper County, South Carolina for its
Comprehensive Annual Financial Report for the fiscal year ended June 30, 2009. This was the
thirteenth consecutive year that Jasper County has achieved this prestigious award. In order to be
awarded a Certificate of Achievement, a governmental unit must publish an easily readable and
efficiently organized Comprehensive Annual Financial Report, the contents of which conform to

program standards. Such reports must satisfy both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report
continues to conform to certificate of achievement program requirements, and we are submitting it to
the GFOA to determine its eligibility for another certificate.



The preparation of the comprehensive annual financial report was made possible by the cooperation
of the department heads and staff of the County. Each of these individuals has our sincere
appreciation for the contributions made in the preparation of this report.

Sincerely,
N
, e i G
Andrew P. Fulghum Ronnie Malphrus
County Administrator Deputy Administrator-Finance
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INDEPENDENT AUDITORS’ REPORT

To the County Council
Jasper County, South Carolina
Ridgeland, South Carolina

We have audited the accompanying financial statements of the governmental activities, each major fund
and aggregate remaining fund information of Jasper County, South Carolina, as of and for the year ended
June 30, 2010, which collectively comprise Jasper County’s basic financial statements, as listed in the
table of contents. These financial statements are the responsibility of Jasper County, South Carolina’s
management. Our responsibility is to express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the government activities, each major fund and the aggregate remaining fund
information of Jasper County, South Carolina, as of June 30, 2010, and the respective changes in financial
position for the year then ended, in conformity with accounting principles generally accepted in the
United States of America.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 12 through 19 and 45 through 47
be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

4210 Columbia Road, Building 10, Augusta, Georgia 30907 / Telephone (706) 855-9500 / Telefax (706) 855-2900 (www.bairdcpas.com)
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To the County Council
Jasper County, South Carolina
Page -2-

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Jasper County, South Carolina’s basic financial statements. The introductory section,
combining and individual nonmajor fund financial statements, combining statement of fiduciary assets
and liabilities, schedule of court fines, assessments and surcharges, Capital Assets Used in the Operation
of the Governmental Funds schedules and statistical section are presented for the purposes of additional
analysis and are not a required part of the basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office
of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements of Jasper County, South
Carolina. The combining and individual nonmajor fund financial statements, the combining statement of
fiduciary assets and liabilities, schedule of court fines, assessments and surcharges, Capital Assets Used
in the Operation of the Governmental Funds schedules and the schedule of expenditures of federal awards
have been subjected to the auditing procedures applied in the audit of the basic financial statements and,
in our opinion, are fairly stated in all material respects in the relation to the basic financial statements
taken as a whole. The introductory section and statistical section have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we express no opinion
on them.

Bl f Bgorey, s i

BAIRD & COMPANY, CPAs, LLC
Certified Public Accountants
November 19, 2010

Augusta, Georgia

4210 Columbia Road, Building 10, Augusta, Georgia 30907 / Telephone (706) 855-9500 / Telefax (706) 855-2900 (www.bairdcpas.com)

11



Jasper County, South Carolina
Management’s Discussion and Analysis

As management of Jasper County (the County), we offer readers of the County’s financial statements
this narrative overview and analysis of the financial activities of the County for the fiscal year ended
June 30, 2010. We encourage readers to consider the information presented here in conjunction with
additional information that we have furnished in our letter of transmittal, which can be found on pages
1 to 6 of this report.

Financial Highlights

e The assets of the County exceed its liabilities at the close of the most recent fiscal year by
$22,315,950 (net assets). Of this amount, $1,019,459 (unrestricted net assets) may be used
to meet the County’s ongoing obligations to citizen’s and creditors.

The County’s total net assets decreased by $1,726,866.

As of the close of the current fiscal year the County’s governmental funds reported combined
ending fund balance of $9,498,006, a decrease of $3,146,645. This decrease is mostly
attributable to capital outlay of $3,232,315 for courthouse renovations.

e At the end of the current fiscal year, unreserved fund balance for the general fund was
$2,458,573 or 11.9 percent of the total fund expenditures.

e The County had $20,094,149 in notes and leases outstanding versus $18,165,504 last year,
an increase of 10.6 percent. This increase was the result of the bond anticipation note of
$3,485,000 for the renovation of the court house, and refinancing of the capital leases, plus
$900,000 for Lowcountry Council of Governments.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the County’s basic financial
statements. The County’s basic financial statements comprise three components” 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the financial statements. This

report also contains other supplementary information in addition to the basic financial statements
themselves.

Government-wide financial statements. The government-wide financial statements are designed
to provide readers with a broad overview of Jasper County’s finances, in @ manner similar to a
private-sector business.

The statement of net assets presents information on all of the county’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases and decreases in the net
assets may serve as a useful indicator of whether the financial position of the County is improving or
deteriorating.

The statement of activities presents information showing how the government’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods (e.g. uncollected taxes and earned but unused vacation leave).

The government-wide financial statements distinguish functions of the County that are supported by
taxes and intergovernmental revenues (governmental activities). The governmental activities of the
County include general government, finance, public works, sanitation, emergency services, codes
and law enforcement, courts, economic development, health, education and welfare, and parks,
recreation and tourism. The County currently has no business type activities.

12



The government-wide financial statements can be found on pages 20-21 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The County like other
state and local governments uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. Ali of the funds of the County can be divided into these two
categories: governmental funds and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources

available at the end of the fiscal year. Such information may be useful in evaluating a government's
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governments for which similar
information is presented for the governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government's near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund statement
of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The County maintains nine individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures
and changes in fund balances for the general fund, economic development fund and the capital
projects fund that are considered to be major funds. Data from the other six governmental funds are
combined into a single, aggregated presentation. Individual fund data for each of these nonmajor
governmental funds is provided in the form of combining statements elsewhere in this report.

The County adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 22-25 of this report,

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial statement
because the resources of those funds are not available to support the County’s own programs. All of
the fiduciary funds are agency funds — assets equal liabilities. The basic fiduciary fund financial
statement can be found on page 26 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes
to the financial statements can be found on pages 27-44 of this report. '

Other information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the County’s budget.

The combining statements referred to earlier in connection with nonmajor governmental funds are

presented immediately following the required supplementary information. Combining and individual
fund statements and schedules can be found on pages 48-50 of this report.
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Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. In the case of Jasper County assets exceeded liabilities by $22,315,950 at the close of the
most recent fiscal year. The following table reflects the condensed governmental-wide statement of
net assets.

2010 2009
Current and Other Assets
Cash and Other Assets $ 15,846,389 $ 17,340,054
Capital Assets 32,585,480 29,815,779
Total Assets 48,431,869 47,155,833
Long-term Liabilities Outstanding 22,700,563 19,836,521
Other Liabilities 3,415,356 3,276,496
Total Liabilities 26,115,919 23,113,017
Net Assefs
Investment in Capital Assets, Net of Related Debt 17,091,293 19,162,304
Restricted 4,205,198 3,944,537
Unrestricted 1,019,459 935,975
Total Net Assets $ 22,315,950 $ 24,042,816

At the end of the current fiscal year, Jasper County is able to report positive balances in all categories
of net assets.

By far the largest portion of the County’s net assets $17,091,293 (77 percent) reflects its investment
in capital assets (e.g. land, construction in progress, building and improvements, machinery and
equipment, vehicles, and infrastructure); less any related debt used to acquire those assets that is still
outstanding. The County uses these capital assets to provide services to citizens; consequently,
these assets are not available for future spending. Although the County's investment in its capital
assets is reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used to liquidate
theses liabilities.

The restricted portion of net assets of $4,205,198 represents the balance of net assets that have
restricted resources and are not available to fund other commitments. The largest portion $2,519,442
of the restricted assets represent assets that have been set aside for economic development. The
remaining restricted net assets of $1,685,756 relate to capital projects underway and other revenue
sources that are earmarked for specific County functions.

The balance of unrestricted net assets $1,019,459 (4.5 percent) may be used to meet the County’s
ongoing obligations to citizen’s and creditors.
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Governmental activities. The County’s total net assets decreased by $1,726,866 in 2010 compared
to a decrease of $5,497,358 in 2009. Key elements of this decrease are as shown in the following

table.

JASPER COUNTY, SOUTH CAROLINA CHANGE IN NET ASSETS

Revenues:
Program Revenues:
Charges for Services
Operating Grants and Contributions
Capital Grants and Contributions
General Revenues:
Property Taxes
Other Taxes
Grants and Contributions not restricted to specific programs
Other
Total Revenues
Expenses
County Council
County Attorney
Administrator
Administrative Services
Development Services
Emergency Services
Engineering Services
Treasurer
Auditor
Probate Judge
Clerk of Court
Sheriff
Magistrate
Veterans Affairs
Election Commission
Coroner
Interdepartmentat
Health, Educationand Welfare
Interest Expense
Total expenses
Change in net assets
Net assets — beginning
Net assets — ending

Governmental Activities

2010 2009
2,752,617 3,058,211
1,070,983 525,791

909,934 394,806
14,707,444 13,674,121
2,952,808 3,026,805
896,719 1,153,872
545,548 561,637
23,836,053 22,395,243
207,604 222,077
158,494 160,460
410,059 368,859
1,280,754 1,527,501
1,959,726 1,804,506
10,160,230 11,462,011
2,418,172 3,036,955
137,095 155,341
195,511 246,090
128,959 179,219
465,361 518,406
3,053,203 3,224,882
571,238 546,465
108,363 99,590
218,932 236,943
118,522 112,996
2,458,932 2,270,060
1,182,128 1,587,493
329,636 132,747
25,562,919 27,892,601
(1,726,866) (5,497,358)
24,042,816 29,540,174
22,315,950 24,042,816

Although some improvements over the prior year occurred, the revenues in categories effected by the condition
of the economy have not improved significantly. Charges for services are down due to revenues such as building
Other taxes are down because of
reductions in revenues in local option sales taxes and accommodations and hospitality taxes that have been

permits and deeds that relate to the residential construction market.

impacted by consumer spending habits.

Expenses decreased due to a reduction in the workforce and a general freeze on spending. The implementation
of GASB Statement No. 45 resulted in an accrual of $863,615 to reflect the future liability of the County for retiree

benefits.
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Financial Analysis of the Government’s Funds

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

Governmental funds. The focus of the County’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing Jasper County’s financing requirements. in particular, unreserved fund balance may serve
as a useful measure of a government’s net resources available for spending at the end of the fiscal
year.

At the end of the current fiscal year, the County’s governmenta! funds reported combined ending fund
balances of $9,498,006, a decrease of $3,146,645 in comparison with a decrease of $2,517,851 for
the prior year.

The fund balance of the County’s General Fund increased by $692,294 during the current fiscal year.
Key factors of this increase are as follows:

e Overall County revenues were under budget by $1,564,334. This negative variance can be
explained as follows:
o Property taxes were under budget $1,500,348 due to a high volume of appeals which
resulted in a lowering of assessed values.
e Overall expenditures were under budget by $2,233,187. This positive variance can be
explained as follows:
o A freeze was put on filling positions which were vacated in the detention center.
o An across the board freeze on spending in response to tax revenue being down.

The economic development fund has a total fund balance of $2,519,442. The net decrease in fund
balance during the current year of $88,424 was due to the following factor:

o Improvements made to Perry House parking lot.
The capital projects fund has a total fund balance of $3,845,108 of which $3,724,237 is designated
for the renovation of the County Court House building and fire station. The decrease of $3,512,789 is

attributable to the capital outlay of $3,232,315 for the courthouse renovation and the refinancing of
the BANs and payoff of the capital leases.

17



General Fund Budgetary Highlights

During the budget year, the County Administrator can exercise his authority to transfer budgets up to
$5,000 between departments as long as the total budget of the County remains intact. County
Council has the authority to amend the budget as required. During the current fiscal year, County
Council did not approve any supplemental budget increases or reductions. As discussed on the
previous page, property taxes were $1,500,348 under budget because of a large volume of appeals
which resulted in a decrease of assessed values. In response, the county either delayed or did not fill

open positions. Also, a freeze was put on all nonessential expenses. This resulted in positive budget
variances in all departments.

Capital Assets and Debt Administration

Capital Assets. The County’s investment in capital assets for its governmental type activities as of
June 30, 2010 amounts to $32,585,480 (net of accumulated depreciation). This investment in capital

assets includes land, construction in progress, buildings and improvements, machinery and
equipment, vehicles, and infrastructure.

Major capital asset events during the current year include the following:

Courthouse renovations $ 3,232,315
Spec Building 22,000
Radio Tower 668,164
Cypress Ridge Improvements 193,006
Perry House parking lot 135,950
Ford vehicle 42,978

Total capital outlay 3 4,294 413

Additional information on the County’s capital assets can be found in note 5 on page 35 of this report.

Long-term Obligations. At the end of the current fiscal year, the County had total long-term
obligations outstanding of $22,700,563. The County’s total long-debt increased by $2,864,042 (14.4
percent) during the current fiscal year.  $1,172,900 was borrowed for the renovation of the
courthouse. $15,150,000 was refinanced with a new bond anticipation note of $18,635,000. Capital
lease of $2,312,100 were paid off and included in the BANS and $900,000 was borrowed on behalf of
the Lowcountry Council of Governments. Bank loans were paid as scheduled. Post employment

benefits increased by $863,615. Changes in outstanding debt are summarized below. See Note 7
page 37 for additional information.

JASPER COUNTY, SOUTH CAROLINA OUTSTANDING DEBT

Governmental Activities

2010 2009
Bank loans $ 1,459,149 $ 703,404
Bond anticipation note 18,635,000 15,150,000
Capital leases - 2,312,100
Compensated absences 818,361 746,579
Other post employment benefits 1,788,053 924,438
Total $ 22,700,563 $ 19,836,521
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State statutes limit the amount of general obligations debt a governmental entity may issue, without a
referendum, to 8 percent of its total assessed valuation. The current debt limitation for the County is
$9,804,378. There is no general obligation debt outstanding.

Additional information on the County’s long-term debt can be found in note 7 on page 36 of this
report.

Economic Factors and Next Year’s Budgets and Rates

e Unemployment as of October stands at 8.9 percent versus 11.2 percent a year ago. In
comparison, the state’s unemployment rate is 10.7 percent and the national rate is 9.5
percent as of June 2010. Jasper County is ranked 37" out of 46 counties, along with
Richland County, as the lowest unemployment in the State of South Carolina.

Inflationary trends in the region compare favorably to national indexes.
The assessed valuation for the 2009 tax year increased from $122,216,386 to $122,554,721
due to growth.

e The County reduced personnel by about 20 employees as of June 30, 2010.
All of these factors were considered in preparing the County’s budget for the 2011 fiscal year.

During the current fiscal year, unreserved fund balance in the general fund increased to $2,458,573.
The County set millage for the 2011 budget year at 123, which is a decrease of 4 mills. Budgeted
expenditures for 2011 are projected to decrease 8 percent to $21,204,924 from $23,109,778 in 2010.
Also, the County has budgeted 3 mills for a new debt service fund to retire the bonds when
permanent financing is obtained.

Requests for Information
This financial report is designed to provide a general overview of Jasper County’s finances for all
those with as interest in the government's finances. Questions concerning any of the information

provided in this report or requests for additional financial information should be addressed to the
Finance Director, Jasper County, P.O. Box 1149, Ridgeland, South Carolina, 29936.
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JASPER COUNTY, SOUTH CAROLINA
STATEMENT OF NET ASSETS
JUNE 30, 2010

ASSETS
Cash
Receivables
Restricted Cash
Notes Receivable
Lease Receivable
Property Held for Resale
Bond Issue Costs

Capital Assets not being depreciated

Land
Construction in Progress

Capital Assets being depreciated

Buildings and Improvements
Machinery and Equipment
Vehicles
Infrastructure

Total Assets

LIABILITIES
Accounts Payable
Salaries and Benefits Payable
Unearned Revenue
Accrued Interest
Noncurrent Liabilities
Due within one year
Due in more than one year
Total Liabilities

NET ASSETS

Invested in Capital Assets, net of related debt

Restricted for:
Economic Development
Capital Projects
Tourism and Recreation
Drug Seizures
Other Purposes
Unrestricted
Total Net Assets

GOVERNMENTAL
ACTIVITIES

3,727,410
3,979,198
4,338,968
330,746
875,725
1,704,340
890,002

2,534,470
3,546,750

17,544,113
2,849,445
2,062,606
4,048,096

48,431,869

1,354,465
770,360
1,086,328
204,203

19,090,897
3,609,666

26,115,919

17,091,293

2,519,442
1,010,873
454,792
117,951
102,140
1,019,459

22,315,950

The notes to the financial statements are an integral part of this statement.
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JASPER COUNTY, SOUTH CAROLINA
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2010

Total net assets reported for governmental activities in the statement of net
assets is different because:

Total fund balances for govemmental funds

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. Those assets consist of:

Land and Improvements $ 2,534,470
Construction in Progress 3,546,750
Buiidings and Improvements, net of $3,516,027 accumulated depreciation 17,544,113
Machinery and Equipment, net of $2,660,427 accumulated depreciation 2,849,445
Vehicles, net of $3,267,895 accumulated depreciation 2,062,606
Infrastructure, net of $864,215 accumulated depreciation 4,048,096

Total Capital Assets

Some of the County's receivables will be collected after year-end, but are not
available soon enough to pay for the current period's expenditures, and
therefore are reported as deferred revenue in the funds.

Receivables under a leasing arrangement that will be received over a period
of years that are reported as revenue each year in the funds.

The costs to issue long-term debt are due and payable at the issuance of debt
and accordingly are reported as expenditures in the fund statements. In the
statement of net assets bond issuance costs are amortized over the duration
of the debt.

Long-term liabilities applicable to the County's governmental activities are not
due and payable in the current period and accordingly are not reported as
fund liabilities. Interest on long-term debt is not accrued in governmental
funds, but rather is recognized as an expenditure when due. All liabilities
_-both current and long-term--are reported in the statement of net assets.
Balances at June 30, 2010 are:

Accrued Interest Payable (204,203)
Post Retirement Benefits Payable (1,788,053)
Bonds, Notes and Leases Payable (20,094,149)
Compensated Absences (818,361)

Total Long-Term Liabilities

Total net assets of governmental activities

The notes to the financial statements are an integral part of this statement.
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$ 9,498,006

32,585,480

1,371,503

875,725

890,002

(22,904,766)

$ 22,315,950
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JASPER COUNTY, SOUTH CAROLINA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2010

REVENUES
Taxes
Fines, Fees and Licenses
Intergovernmental
Miscellaneous
Total Revenue

EXPENDITURES

Current:
County Council
County Attorney
Administrator
Administrative Services
Development Services
Emergency Services
Engineering Services
Treasurer
Auditor
Probate Judge
Clerk of Court
Sheriff
Magistrate
Veterans Affairs
Election Commission
Coroner
Interdepartmental
Health, Education and Welfare

Debt Service:

Principal
Interest

Capital Outlay:
Development Services
Emergency Services
Engineering Services

Total Expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES (USES)
Issuance of Debt
Refunding BAN's Issued
Refunding of BAN's
Transfers In
Transfers Out
Total Other Financing Sources (Uses)

Net change in fund balances
Fund balances, beginning
Fund balances, ending

OTHER TOTAL
ECONOMIC CAPITAL GOVERNMENTAL  GOVERNMENTAL

GENERAL  DEVELOPMENT PROJECTS FUNDS FUNDS
$ 17208252  § . -8 254354  $ 17,552,608
2,222,033 94,167 - 217,963 2,534,153
1,204,470 - - 1,785,076 2,089,546
352,689 126,190 2,309 93,640 574,828
21,077,444 220,347 2,309 2,351,033 23,661,133

204,853 - . - 204,853
149,779 . y . 149,779
395,149 - - - 395,149
1,221,345 - - - 1,221,345
903,202 1,050,452 . 857,285 2,810,939
9,049,006 - 544,237 145,382 9,738,625
1,922,187 - 311,808 183,167 2,417,162
138,511 - - - 138,511
199,504 - . - 199,504
133,452 - . - 133,452
463,147 - . - 463,147
2,516,052 - - 331,550 2,847,602
568,644 . - - 568,644
109,379 . - - 109,379
191,239 . - - 191,239
117,434 . " - 117,434
1,007,047 . - - 1,007,047
1,182,128 . - - 1,182,128
119,980 24,275 2,312,100 - 2,456,355
21,576 24,858 399,638 - 446,071
- 109,186 - - 109,186
- - - 668,164 668,164
42,978 - 3,232,315 241,770 3,517,063
20,746,591 1,208,771 6,800,098 2,427,318 31,182,778
330,853 (988 424) (6,797,789) (76,285) (7,531,645)

- 900,000 3,485,000 - 4,385,000

- - 15,150,000 - 15,150,000

- - {15,150,000) - (15,150,000)

468,000 . - 106,559 574,559
(106,559) - (200,000) (268,000) (574,559)
361,441 900,000 3,285,000 (161,441) 4,385,000

692,294 (88,424) (3.512,789) (237,726) (3,146,645)
1,766,279 2,607,866 7,357,897 912,609 12,644,651
$ 2458573 § 2519442 § 3845108  $ 674883  $ 9,498,006

The notes to the financial statements are an integral part of this statement.



JASPER 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, 2010

The change in net assets reported for governmental activities in the
statement of activities is different because:

Net change in fund balances -- total governmental funds $ (3,146,645)

Governmental funds report capital outlays as expenditures. However, in the

statement of activities the cost of those assets is allocated over their

estimated useful fives and reported as depreciation expense. This is the

amount by which capital outlays ($4,294,413) exceeded depreciation

($1,524,712) in the current period. 2,769,701

Proceeds of debt are reported as a revenue in governmental funds.
However, in the government wide statements proceeds of debt are
treated as a liability. (4,385,000)

Expenditures on behaif of Lowcountry Council of Governments is recorded as
miscellaneous in governmental funds but is recorded as lease receivable in
government wide statements. 875,725

Repayment of principal is an expenditure in the governmental funds but
reduces the liability in the statement of net assets. 2,456,355

Revenues that were reported in the statement of activities
that are not reported in the funds. 209,195

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds.

Bond issue Costs 311,808
Other Post Employment Benefits (863,615)
Compensated Absences . (71,782)
Accrued Interest 117,392
Total change in net assets of governmental activities $ (1,726,866)

The notes to the financial statements are an integral part of this statement.
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ASSETS
Cash
Total Assets

LIABILITIES
Due to Others
Total Liabilities

NET ASSETS

JASPER COUNTY, SOUTH CAROLINA

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

FIDUCIARY FUNDS
JUNE 30, 2010

Agency
Funds

$ 7,369,294

7,369,204

7,369,294

7,369,294

The notes to the financial statements are an integral part of this statement.
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JASPER COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE 1 SUMMARY OF Sl A A

Reporting Entity

Jasper County, South Carolina (the “County”) is a political subdivision of the State of South Carolina,
operating under the Council-Administrator form of government to provide services authorized by its
charter. It is governed by an elected Board (the “Council’), which is governed by state statutes and

regulations. In addition to the members of the Council, there are two elected Constitutional Officers:
Treasurer and Auditor.

The accompanying financial statements present the combined financial positions and combined
results of operations of the various fund types controlied by the Council and its Constitutional Officers.

The Council funds all of the operating budgets of the County’s Constitutional Officers. The
Constitutional Officers, revenues and expenditures are included in the General Fund. The accounting
policies of the County conform to generally accepted accounting principles, as applicable to
governments. The Governmental Accounting Standards Board (GASB) is the accepted standard —
setting body for establishing governmental accounting and financial reporting.

Generally accepted accounting principles, as established by the Governmental Accounting Standards
Board, require that the financial reporting entity's financial statements include the financial operation
of the primary government organizations for which the primary government is financially accountable,
and other organizations for which the nature and significance of their relationship with the primary
government are such that exclusion would cause the reporting entity's financial statements to be
misleading or incomplete. The basic criteria for including organizations as component units within the
reporting entity include imposition of will, and financial benefit or burden on a primary government and
selection of governing authority. Based on the above reporting criteria, there are no other
organizations that must be included in the reporting entity.

Government-Wide-and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information about the reporting government as a whole, except for its
fiduciary activities. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on
fees and charges for support. Likewise, the primary government is reported separately from certain
legally separate component units for which the primary government is financially accountable. Jasper

County reports only governmental activities, as there are no business type activities or component
units.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include 1) charges to customers or applicants
who purchase, use, or directly benefit from goods, services, or privileges provided by a given function
or segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds even though

the latter are excluded from the government-wide financial statements.  Major individual
governmental funds are reported as separate columns in the fund financial statements.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

e A ittt

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are presented using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardiess of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar

items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures

related to compensated absences and claims and judgments, are recorded only when payment is
due.

Property taxes, franchise fees, licenses, certain intergovernmental revenues, and interest associated
with the current fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. All other revenue items are considered to be
measurable and available only when the government receives cash.

The government reports the following major governmental funds:

The general fund is the government's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another fund.

The economic development fund accounts for the resources accumulated and payments made
for economic development of the County.

The capital projects fund accounts for the resources accumulated and payments made for
specific major capital projects.

Additionally, the government reports the following fund types:

The agency fund is used to account for resources held by the County in a trustee capacity for the
Jasper County schools and for amounts held by other departments for others.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

AL LA A

Measurement Focus, Basis of Accounting, and Financial Statement Presentation - Continued

Amounts 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, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the government's policy to
use restricted resources first then unrestricted resources, as they are needed.

Assets, Liabilities, and Net Assets or Equity

Depgsits and investments

The County’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of acquisition.

The County is authorized by state statute to invest in the following:
Obligations of the United States, its agencies and instrumentalities;
Obligations of the State of South Carolina or any of its political subdivisions;

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

Certificates of deposit and repurchase agreements provided the collateral is of the types described
in 1 and 2 above and has a market vaiue in excess of the certificate of deposit or repurchase
agreement plus accrued interest, and is held by a third party as escrow agent or custodian;

Repurchase agreements when collateralized by securities of the type described in 1 and 2 above
and held by a third party as escrow agent or custodian, of a market value not less than the amount
of the repurchase agreement so collateralized, including interest;

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 debt issue of the County if the particular portfolio of the investment
company or investment trust in which the investment is made (1) is limited to obligations described
above and (2) has among its objectives the attempt to maintain a constant net asset value of one
doliar a share and to that end, values its assets by the amortized cost method.

A single central depository holds most operating cash. Each fund owns a pro-rata interest in the cash
held by the depository. Interest income is allocated to the creditor funds based on average cash
balances. Investments are stated at fair value.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Assets, Liabilities, and Net Assets or Equity - Continued

Receivable and Payables

Activities between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either “interfund receivables/payables". Interfund
receivables/payables are netted for purposes of determining major funds.

All emergency medical service and property taxes receivables are shown net of an allowance for
uncollectibles.

The County Ordinance provides for the taxation of all real and personal property located within the
County limits on the first day of January. Motor vehicle taxes are billed and collected by the County
Treasurer on a monthly basis. Other personal and real property taxes are levied by the County in
October of each year and become due and pa able immediately upon receipt by the taxpayer. Real
property taxes are delinquent after January 15" with penalties assessed of 3% if paid after January
15" 10% if paid after January 31%, and 15% if paid after March 15™ Assessed property is subject to
lien one year from the levy date if taxes remain unpaid. The property tax rate approved by ordinance
for fiscal year 2010 is 126 mills with an additional 31 mills for the Cherry Point Fire District.

Inventories

inventories of the general fund consist of supplies held for consumption and are immaterial to the
financial statements and accordingly are not recorded.

Capital Assets

Capital assets, which include property and equipment and infrastructure assets (e.g. roads, lighting,
and similar items), are reported in the applicable governmental columns in the government-wide
financial statements. Capital assets are defined by the government as property and equipment with
an initial, individual cost of more than $5,000 and infrastructure assets with an initial, individual cost of
more than $100,000 and an estimated useful life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the assets or materially
extend assets' lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Property and equipment of the primary government are depreciated using the straight-line method
over the following estimated useful lives:

Assets Years
Buildings 50
Infrastructure 20 to 50
Vehicles and Equipment 5t020
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Assets, Liabilities, and Net Assets or Equity - Continued
Long-Term Obligations

In the government-wide financial statements, long-term debt and other jong-term obligations are
reported as liabilities in the applicable governmental activities.

In the fund financial statements, governmental fund types recognize the face amount of debt issued
as other financing sources.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a specific

purpose. Designations of fund balance represent tentative management plans that are subject to
change.

Government-wide and fund financial statements must be presented using an all-inclusive format.
That is, the results of the current period’s activities are to be reported as an addition to (or a
deduction from) equity at the beginning of the period to arrive at the closing equity balance. Thus
changes in net assets on the government-wide statement of activities is added to (or deducted from)
net assets — beginning of the fiscal year to arrive at net assets — end of the fiscal year.

Net assets are defined as the difference between assets and liabilities in the government-wide
statement of net assets.

The government-wide statement of net assets reports all government assets; therefore, a significant
portion of the net assets reported there typically reflects a government's investment in capital assets.
To draw financial statement users’ attention to this important information, GAAP requires the amount
of net assets invested in capital assets to be reported as a separate category of net assets. Net
assets invested in capital assets, net of related debt includes all capital assets less accumulated
depreciation and outstanding principal of related debt.

Restrictions may be imposed on a portion of a government's net assets by parties outside the
government (such as creditors, grantors, contributors). In some cases, such restricted assets are
directly associated with particular liabilities (for instance, restricted assets associated with revenue

bonds). An amount equal to these restricted assets, less any related liabilities, is reported as
restricted net assets.

GAAP direct that the difference between total net assets and the two categories discussed above

(invested in capital assets, net of related debt and restricted net assets) be reported as unrestricted
net assets.

Comparative Data

Comparative total data for the prior year has not been presented.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Expenses/Expenditures

Consistent with the current financial resources measurement focus, the governmental fund statement
of activities report expenditures rather than expenses. Expenditures in the fund financial statements
are presented by character for the governmental funds. The character of an expenditure is based
upon the periods it is presumed to benefit. Expenditures that primarily benefit the present period
(current expenditures) are distinguished from those presumed to benefit both the present and future
periods (debt service expenditures and capital outlay expenditures). GAAP also provides for a fourth
character classification, intergovernmental expenditures, for situations where one governmental entity
provides resources to another.

Government-wide expenses are reported by function. The government-wide financial statements use
the economic resources measurement focus and the accrual basis of accounting. As a result, there
are important differences between the expenditures reported on the governmental fund financial
statements and those expenses reported on the government-wide financial statements. For example,
the governmental funds report capital outlay expenditures, while the government-wide financial
statements report depreciation.

NOTE 2 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

In accordance with the State of South Carolina General Statute, the County prepares an annual
balanced budget ordinance. The basis of budgeting is the same as generally accepted accounting
principles. The County adopts annual budgets for the general fund using the modified accrual basis.
An annual budget for the special revenue fund is not adopted as sufficient budgetary control is
achieved through restrictions included in the various grant agreements. An annual operating budget
for the capital projects fund is not adopted as its revenues and expenditures are adopted on a project
basis. Appropriations lapse at the end of the budget year.

In March, the budget process begins with a special comprehensive work session in which the finance
department and administrator meet with all department heads to discuss current and future trends,
needs and goals of the County. All department heads submit comprehensive lists of programs,
projects, and initiatives to be considered in the upcoming budget and meet with finance department
staff and the administrator individually. During May and June, formal budget workshops are held.
The Council holds public hearings and a final budget must be prepared and adopted no later than
June 30.

Budgets are prepared at the fund, function and department level. Budgets are adopted at the fund
level and are amended as necessary during the fiscal year in one of two ways. First, the
administrator delegated by County Council, may make line item transfers within individual fund
budgets with subsequent monthly notice to County Council. Such transfers can neither increase nor
decrease the overall budget at the fund level. Secondly, the budget may be increased or decreased
at the fund level as changing circumstances dictate, subject to County Council approval. There were
no budget amendments during the year.

Individual Fund Deficits

The Economic Development Fund is reporting a deficit of $88,424 that was expected due to the
improvements made to the Perry House parking lot. The Capital Projects Fund is reported a deficit of
$3,512,789 that was expected due to the renovation of the courthouse and the refinancing of the
BANSs.
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NOTE 2 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY — CONTINUED

The nonmajor governmental funds are reporting of loss of $237,726 that is attributable to the
following individual funds: $77,143 in the Accommodations Tax Fund, $13,798 in the Waste Tire
Fund, $138,824 in the Sheriff Fund, and $7,961 in the E911 Fund. These were expected reductions
in the fund equity of these nonmajor funds due to approved expenditures. The County is not in
violation of any legal or contractual provisions that may require financial remedy.

NOTE 3 DEPOSITS AND INVESTMENTS

As of June 30, 2010, the County had the following cash and investments that are included in cash
governmental funds of $8,066,378 and the agency fund cash of $7,369,294.

Book Bank
Maturity Balance Balance

Investment
Repurchase Agreement
* Pooled Cash Account Daily $ (68052) $ 628446
Certificates of Deposit 12 months or less 3,005,548 3,005,548
US Govermnment Securities Daily 4,268,057 4,268,057
Cash
Checking Accounts 8,227,570 8,513,655
Change Funds 400 -

Total Deposits and Investments $ 15,433,523 $ 16,415,706

* Account is swept daily. $120,000,is ordinarily left in account and excess is placed in government

securities under a repurchase agreement. Balance of repurchase agreement at June 30, 2010 is
$508,646.

Credit Risk — The County does not have an investment policy but follows state guidelines for
investments. The investments of the County include a repurchase agreement invested in government
securities and construction funds invested in short-term government securities, which mature daily.

Interest Rate Risk — The County does not have an investment policy. Maturities on repurchase
agreements are from 1 to 5 days. Maturities on certificate of deposits are 12 months or less. U.S.
Government securities are highly liquid treasury notes.

Custodial Credit Risk — Custodial credit risk is the risk that in the event of a bank failure, the
government's deposits may not be returned to it. The County does not have a deposit policy for
custodial credit risk. As of June 30, 2010, $7,459,244 of the County’'s bank balance was insured by
the EDIC’s Transaction Guarantee Program. Under that program, all noninterest-bearing transaction
accounts are fully guaranteed by the FDIC for the entire amount in the account. Coverage under the
Transaction Guarantee Program is in addition to and separate from the coverage available under the
FDIC's general deposit insurance rules.

Uninsured and collateral held by third party
bank trust department not in the County's name $ 2,805,548
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NOTE 4 RECEIVABLES

Receivables at June 30, 2010, including the applicable allowances for uncollectible accounts, are as
follows for the fund and government-wide financial statements, respectively.

Other
Economic Governmental
Receivables General Dev Funds Total
Property taxes and assessments $ 3,551,836 $ - $ - $ 3,551,836
Fines and Fees 2,751,224 - - 2,751,224
Intergovernmental 1,385,802 - 431,390 1,817,192
Other 300,686 4,574 10,303 315,563
Gross feceivables 7,989,548 4,574 441,693 8,435,815
Allowance for uncollectible accounts (4,456,617) - - (4,456,617)
Net total receivables $ 3,532,931 $ 4,574 $ 441,693 $ 3,979,198

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Government funds also defer
revenue recognition in connection with resources that have been received, but not yet earned. At the
end of the current fiscal year, the various components of deferred revenue and unearned revenue
reported in the government funds were as follows:

Unavailable Unearned
Delinquent property taxes receivable $ 1,071,432 $ -
Emergency medical service fees 300,071 -
Grant drawdowns prior to meeting all eligibility requirements 7,523 7,523
Special purpose drawdown not yet spent 1,078,805 1,078,805
Total $ 2,457,831 $ 1,086,328

Notes Receivable

The County has a note receivable from a local manufacturer for $400,000. The terms of the note call
for forty quarterly payments of $11,895 including interest at 3.5% beginning September 2008. The
balance at June 30, 2010 is $330,746.

Lease Receivable

The County entered into an agreement with the Lowcountry Council of Governments (LCOG) to
borrow $900,000 on behalf of LCOG. LCOG leased their facilities to the County who in turn leased it
back to LCOG for an amount equal to the payments on the bank loan. The balance of the lease at
June 30, 2010 is $875,725. The amortization of lease receivable is as follows:

Fiscal Year Ending June 30, Principal Interest Total
2011 $ 43,222 $ 41,007 $ 84,229
2012 45,339 38,890 84,229
2013 47,559 36,670 84,229
2014 49,888 34,341 84,229
2015 52,330 31,898 84,228
2016-2020 302,692 118,453 421,145
2021-2025 334,695 37,316 372,011
Total $ 875,725 $ 338,575 $ 1,214,300
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NOTE 5 CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2010 was as follows:

Governmental Activities June 30, 2009 Increases Decreases June 30, 2010
Capital assets not being depreciated
Land and improvements $ 2534470 § - - § 2,534,470
Construction in progress 292,435 3254315 - 3,546,750
Total capital assets, not being depreciated 2,826,905 3,254,315 - 6,081,220
Capital assets being depreciated
Buildings and improvements 21,060,140 - - 21,060,140
Machinery and equipment 4,841,708 668,164 - 5,509,872
Vehicles 5,357,209 42,978 69,686 5,330,501
infrastructure 4,583,355 328,956 - 4,912,311
Total capital assets being depreciated 35,842 412 1,040,098 69,686 36,812,824
Less accumulated depreciation for:
Buildings and improvements 3,056,182 459,845 - 3,516,027
Machinery and equipment 2,228,460 431,967 - 2,660,427
Vehicles 2,827,738 509,843 69,686 3,267,895
Infrastructure 741,158 123,057 - 864,215
Total accumulated depreciation 8,853,538 1,524,712 69,686 10,308,564
Total capital assets being depreciated, net 26,988,874 (484,614) - 26,504,260
Governmental activity capital assets, net $ 29,815,779 $ 2,769,701 - $ 32,585,480

Construction in progress consists of work on the courthouse.

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities
Administrator
Administrative Services
Development Services
Emergency Services
Engineering Services
Clerk of Court
Sheriff
Parks, Recreation and Tourism
Election Commission
Interdepartmental

Total depreciation expense - governmental activities
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NOTE 6 INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

The composition of interfund batances as of June 30, 2010 is as follows:

Due To/From Other Funds

Receivable Fund Payable Fund Amount
Economic Development Capital Projects $ 130,940
Economic Development Nonmajor Governmental Funds 427,434

$ 558,374

The $558,374 due to the economic fund from the nonmajor governmental funds and capital projects
grants represents shortfalis of cash in the nonmajor governmental funds.

Interfund Transfers

Transfer Out
General Capital Nonmajor
Transfer In Fund Projects Governmental Total
General Fund $ - $ 200,000 $ 268,000 $ 468,000
Nonmajor Governmental Funds 106,559 - - 106,559
Total transfers out $ 106,589 $ 200,000 $ 268,000 $ 574,559

The transfer of $106,559 from the general fund to the nonmajor fund was a transfer of
accommodations tax receipts restricted by state law. The transfer of $268,000 from the nonmajor
fund to the general fund was to reimburse expenses paid by the general fund for E-911 of $125,000
and $143,000 to make the payment on a note for road construction. The transfer of $200,000 to the
general fund was cash transferred from the capital projects fund to reimburse for expenses related to
the construction of the Courthouse Annex.

Interfund balances must generally be eliminated in the government-wide financial statements, except
for the net residual amounts due between governmental activities. Amounts involving fiduciary funds
should be reported as external transactions. Any allocations must reduce the expense of the function
from which the expenses are being allocated, so that expenses are reported only once — in the
function in which they are allocated. No amounts were reported in the government-wide financial
statements, as the amount did not invoive the transfers of financial resources.
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NOTE 7 LONG-TERM OBLIGATIONS

The following is a summary of changes in long

-term obligations for the year ended June 30, 2010.

June 30, June 30, Due Within

Governmental Activities 2009 Increases Decreases 2010 A Year
Bank loans $ 703,404 $ 900,000 $ 144255 $ 1459149 § 166,467
Bond anticipation notes 15,150,000 18,635,000 15,150,000 18,635,000 18,635,000
Capital leases 2,312,100 - 2,312,100 - -
Compensated absences 746,579 361,212 289,430 818,361 289,430
Other post employment benefits 924,438 1,086,193 222,578 1,788,053 -
Tax anticipation note - 6,500,000 6,500,000 - -

Total $19,836,521 $27,482405  $24,618,363 $22,700,563  $ 19,090,897
Long-term debt payable at June 30, 2010 is comprised of the following issues:
Bank Loans Payable Balance
$1,200,000 loan for construction of the Greenway Business Park Road
payable in twenty semi-annual payments of $70,555 including interest
at 3.19% beginning April 2005. $ 583,424
$900,000 loan for Lowcountry Council of Governments facilities in a lease-lease
back arrangement payable in 180 monthly installments of $7,019 including interest
at 4.79%. 875,726

Total Bank Loans Payable $ 1,459,149
Bond Anticipation Notes Balance

$11,900,000 for the construction of an office building and payoff of capital

leases July 15, 2010.

$6,735,000 for the renovation of the courthouse due February 1, 2011

with interest rate of 2.0%

Total Bonds Payable

$ 11,900,000

6,735,000

$ 18,635,000

Debt Service Requirements — The bond anticipation notes are being paid off with new financing in
the capital projects fund. Once construction on the courthouse has concluded, a long-term bond will
be paid from a Debt Service Fund which will be established. Bond interest paid for the year was

$399,638.
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NOTE 7 LONG-TERM OBLIGATIONS - CONTINUED

Bank Loan and Bond Anticipation Note — The bond anticipation note of $18,635,000 will be paid by

issuing another bond anticipation note. The annual requirements to amortize the debt as of June 30,
2010 are as follows:

Fiscal Year Ending June 30, Principal Interest Total
2011 $ 18,801,467 $ 431572 $ 19,233,039
2012 172,573 52,766 225,339
2013 178,912 46,427 225,339
2014 185,493 39,845 225,338
2015 118,317 34,260 152,577
2016-2020 302,692 118,453 421,145
2021-2025 334,695 37,316 372,011
Total $ 20,094,149 $ 760,639 $ 20,854,788

Commitments Under Noncapitalized Leases — The County has operating leases on various small
equipment. Amounts due are insignificant to the financial statements.

Compensated Absences

Unused vacation leave liabilities are reported in the applicable governmental type activities columns
in the government-wide financial statements. The County enacted a new policy regarding
compensated vacation days in 1993. At that time, all unused vacation hours were “banked.” Each
employee is to receive appropriate vacation hours based on tenure at the beginning of the year. The
only hours the employees will be allowed to carry over each calendar year are the “banked” hours
until they are used up. No accumulation of paid days off will be allowed in the future. The County
has no financial liability for its unused sick leave. Compensated absences are paid from the general
fund. The accrued compensated absences at June 30, 2010 are $818,361 and include 17% for
employee benefits and are included in long-term liabilities.

Other Post Employment Benefits
Plan Description — County employees who participated in the County’s health insurance plan and who
retire from County service in accordance with the South Carolina Retirement System may have their

health insurance continued. The plan is a single-employer plan that covers the current and former
employees, including beneficiaries, of only one employer.
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NOTE 7 LONG-TERM OBLIGATIONS - CONTINUED
Other Post Employment Benefits

Service Retirees and employees enrolled in the health plan on or before July 20, 2008, who (1) have
participated in the County’s health insurance plan for ten (10) or more consecutive years; and (2)
have met the retirement age; and (3) at the time of retirement are active County employees, will have
their health insurance premiums paid by the County. Employees enrolled in the health plan on or
after July 21, 2008, and enrolled in the South Carolina Retirement System, at the time of retirement
must be employed for twenty-eight (28) years and meet the second and third criteria to qualify for
paid health insurance premiums after retirement. Employees enrolled in the health plan on or after
July 21, 2008, and enrolled in the Police Officers Retirement System at the time of retirement must be

employed for twenty-five (25) years and meet the second and third criteria to qualify for paid health
insurance premiums after retirement.

Funding policy — The contribution requirements of plan members and the County are established and
may be amended by the County Council. The required contribution is based on projected pay-as-
you-go financing requirements, with an additional amount to prefund benefits as determined annually
by the County Council. For fiscal year ended June 30, 2010, the County contributed $222,578 to the
plan, including $222,578 for current premiums while no prefunding contributions were made.

Annual OPEB Cost and Net OPEB Obligation - The County’s annual other postemployment benefit
(OPEB) cost (expense) is calculated based on the annual required contribution of the employer
(ARC), an amount actuarially determined in accordance with the parameters of GASB Statement 45.
The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal
cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a period not to
exceed thirty years. The following table shows the components of the County’s annual OPEB cost for

the year, the amount actually contributed to the plan, and changes in the County’s net OPEB
obligation:

Annual required contribution $ 1,086,193
interest on net OPEB obligation -
Annual OPEB cost (expense) 1,086,193
Contributions made (222,578)
Increase in net OPEB obligation 863,615
Net OPEB obligation-beginning of year -
Net OPEB obligation-end of year $ 863615

The County's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and
the net OPEB obligation for fiscal year 2010 and the two preceding years were as follows:

Fiscal Percentage of Net
Year Annual Annual OPEB OPEB

Ended OPEB Cost Cost Contributed Obligation
2008 $ - 0% $ -
2009 1,086,193 14.9% 024,438
2010 1,086,193 20.5% . 863,615
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NOIE / LUNG- R A e P ————

Other Post Employment Benefits — Continued

Funded Status and Funding Progress - As of June 30, 2007, the most recent actuarial valuation date,
the plan was unfunded. The actuarial accrued liability for benefits was $7,239,895, and the actuarial
value of assets was $0, resulting in an unfunded actuarial accrued liability (UAAL) of $7,239,895.
The covered payroll (annual payroll of active employees covered by the plan) was $10,685,795, and
the ratio of the UAAL to the covered payroll was 0 percent.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. The occurrences that
must be considered include employee turnover, pay increases, disablement, retirement, deaths, and
investment income on anticipated plan assets. Amounts determined regarding the funded status of
the plan and the annual required contributions of the employer are subject to continual revision as
actual results are compared with past expectations and new estimates are made about the future.
The schedule of funding progress, presented below, presents multiyear trend information about
whether the actuarial value of plan assets is increasing or decreasing over time relative to the
actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions - Projections of benefits for financial reporting purposes are
based on the substantive plan (the plan understood by the employer and the plan members) and
include the types of benefits provided at the time of each valuation and the historical pattern of
sharing of benefit costs between the employer and plan members to that point. The actuarial
methods and assumptions used include techniques that are designed to reduce the effects of short-
term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-
term perspective of the calculations.

In the June 30, 2007 actuarial valuation, the projected unit credit cost method was used. The
actuarial assumptions included a 4.5 percent investment rate of return, which is a blended rate of the
expected long-term investment return on plan assets and on the employer's own investments
calculated based on the funded level of the plan at the valuation date, and an annual healthcare cost
trend rate of 9.5 percent initially, reduced by decrements to an ultimate rate of 4.5 percent after ten
years. Both rates included a 3.0 percent inflation assumption. The actuarial value of assets is set
equal to the reported market value of assets. The assets are allocated among the divisions based on
jiabilities value at 4.5 percent. The UAAL is being amortized on an open basis as a level percentage

of projected payroll (assumed to increase at 3 percent) required to fully amortize the UAAL over a
thirty year period.

UAALas a
Actuarial Actuarial Accrued Unfunded Percentage
Actuarial Vaiue of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets Unit Credit Cost (UAAL) Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (c) {(b-a)lc)
6/30/2008 $ - $ - $ - 00% 9§ - 0.0%
6/30/2009 - 7,239,895 7,239,895 0.0% 10,685,795 67.8%
6/30/2010 - 7,239,895 7,239,895 0.0% 9,169,334 79.0%
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JASPER COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE 8 FUND BALANCES -GOVERNMENTAL FUNDS

Fund balance designations are established to reflect management's plans for financial resources
allocation in a future period. Such plans or intents are subject to change and may never result in
expenditures. Reserved fund balances include noncurrent assets. The following details designations
and reservations of fund balances.

Reserved
Economic Capital
Development Projects
Bond proceeds held for courthouse and fire station $ - $ 3,724,237
Notes receivable 330,746 -
Property held for resale 1,704,340 -
Total $ 2,035,086 $ 3,724,237

Nonmajor Funds

The nonmajor fund balance of $674,883 included a deficit fund balance of $47,775 in the Waste Tire
Fund as indicated in the supplementary information section Combining Balance Sheet for Nonmajor
Governmental Funds.

NOTE 9 RETIREMENT PLAN

All of the County’s full-time employees participate in the South Carolina Retirement System. The
County’s full-time police officers participate in the South Carolina Police Officers Retirement System.
Each system is a cost-sharing multi-employer defined benefit pension plan administrated by the
Retirement Division of the State Budget and Control Board.

Both employees and employers are required to contribute to the plan under authority of Title 9 of the
South Carolina Code of Laws. All employers contribute at the actuarially required contribution rates.
A summary of the required contribution rates and the amounts contributed to the plan follows:

SOUTH CAROLINA RETIREMENT SYSTEM

CONTRIBUTION INFORMATION 2010 2009 2008
Total Payroll $ 5,419,860 $ 6,383,941 $ 5119213
Covered Payroll 4,789,757 5,124,950 4,270,559
Retiree Payroll 146,247 236,793 152,114
Employee Contributions 320,840 347,979 287,474
Employee Contribution Rate 6.5% 6.5% 6.5%
Employer Contributions 456,087 496,293 406,770
Employer Contribution Rate 9.24% . 9.24% 9.06%
Group Life Contributions 7,404 8,057 6,735
Group Life Contribution Rate 0.15% 0.15% 0.15%
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JASPER COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE 9 RETIREMENT PLAN - CONTINUED

NUIE I R IR e —————

POLICE OFFICERS RETIREMENT SYSTEM

CONTRIBUTION INFORMATION 2010 2009 2008
Total Payroll $ 4,379,576 $ 4,301,854 $ 3,947,137
Covered Payroll 4,379,576 4,192,700 3,047,137
Retiree Payroll 139,051 109,154 47,600
Employee Contributions 293,711 274,516 259,657
Employee Contribution Rate 6.50% 6.50% 6.50%
Employer Contributions 481,234 458,147 411,458
Employer Contribution Rate 10.65% 10.65% 10.30%
Group Life Contributions 18,075 14,757 7,990
Group Life Contribution Rate 0.40% 0.40% 0.20%

The South Carolina Retirement System offers retirement and disability benefits, cost of living
adjustments on an ad-hoc basis, life insurance benefits, and survivor benefits. The plan’s provisions
are established under Title 9 of the South Carolina Code of Laws. A Comprehensive Annual
Financial Report containing financial statements and required supplementary information for South
Carolina Retirement System is issued and publicly available by writing the South Carolina Retirement
System, Post Office Box 11970, Columbia, South Carolina 29211-1970.

NOTE 10 EMPLOYEE BENEFIT PLANS

401(K) Plan

Jasper County currently offers substantially all full-time employees the option of participating in a
401(K) plan. The South Carolina Retirement System administers the plan. Under the terms of the
plan employees may contribute a minimum of two percent and a maximum of twenty percent of
adjusted gross income subject to the limits of Section 401(K) of the Internal Revenue Code. ltis the
opinion of the County's legal counsel that the government has no liability for losses under the plan but
does have the duty of due care that would be required of an ordinary prudent investor. Therefore, the
assets and liabilities of the 401(K) plan are not reflected in the County’s financial statements.

NOTE 11 LANDFILL

The County-owned landfill has not accepted solid waste for many years and has no liability for post
closure costs. All amounts included in these statements for landfill cost are related to costs of
disposing of solid waste at an independent landfill.
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JASPER COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE 12 SUMMARY DISCLOSURE OF SIGNIFICANT COMMITMENTS AND CONTINGENCIES

The County has several lawsuits against it. Most of this litigation is covered by insurance or seftled
through subsequent agreements.

The County is a member of the South Carolina Counties Workers’ Compensation Trust which is a
group that provides workers’ compensation self-insurance. Under the terms of the agreement, the

members of the trust must pay all of the costs pertaining to claims and administration. Amounts are
reflected in workers compensation expenditures.

Pursuant to Section 4-1-175 and 4-29-68 of the South Carolina Code of Laws, the County entered
into an agreement with a developer whereby the County issued a $7,000,000 bond in 2001 and a
$6,000,000 bond in 2003 to further economic development within the County. The County Treasurer
pays the developer 40 percent of the fee-in-lieu tax received from the businesses in the park. The

County has no financial liability beyond this amount. At June 30, 2010, $6,525,000 and $5,600,000
were outstanding.

The Jasper County, South Carolina Special Source Revenue Bond Notes, Series 2005 (Jasper
County School Project) special source revenue bonds in the amount of $11,540,000 were issued to
help with the construction of Jasper County Schools. The bonds are to be repaid with the school

portion of a fee-in-lieu tax. The County has no liability for repayment of the debt. At June 30, 2010,
$8,035,000 was outstanding.

The County has committed to renovate the courthouse. Preliminary estimates of the cost are $6.5

million. At June 30, 2010, $3,506,750 has been paid on the project and $3,654,992 is available in the
Capital Projects Fund.

NOTE 13 RISK MANAGEMENT

The County is exposed to various types of risk of loss and maintains elements of both self-insurance
and purchased insurance policies divided into coverage of worker's compensation, property and
casualty, and employee health insurance. Management believes such coverage is sufficient to
preclude any significant uninsured losses for the covered risks. The insurers promise to pay to or on
behalf of the insured for covered economic losses sustained during the policy period in accordance
with insurance policy and benefit program limits.

The State of South Carolina itself assumes substantially all risks for the following:

Claims of covered public employees for health and dental insurance benefits (Office of Insurance
Services),

Claims of covered public employees for long-term disability and group-life insurance benefits
(Retirement System), and

Property and casualty insurance on buildings, equipment, and vehicles owned by the County as
well as tort liability on County employees (South Carolina Insurance Reserve Fund).
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JASPER COUNTY, SOUTH CAROLINA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE 13 RISK MANAGEMENT - CONTINUED

The County participates in the South Carolina Municipal Association Workers' Compensation Pool, a
public entity risk pool for its Workers Compensation coverage. Pool members are subject to a
supplemental assessment in the event of deficiencies.

The County has recorded insurance premium expenditures in the applicable functional expenditure
categories of the General Fund. These expenditures do not include estimated claim losses and

estimable premium adjustments.

in management's opinion, supplemental premium assessments, if any, would not be significant
enough to have a material adverse effect on the financial position of the County.

There have not been any reductions in insurance coverage from the prior year.

The amounts of settiements have not exceeded coverage in each of the past three fiscal years.

NOTE 14 PROPERTY HELD FOR RESALE

The detail on property held for resale is as foliows:

June 30, Cost of June 30,
2009 Additions Land Sold 2010
Cypress Ridge Land $ 670,640 $ $ - $ 670,640
Ridgeland Industrial Park 40,240 - 40,240
Sergeant Jasper Park 69,300 - 69,300
Cypress Ridge Spec Bldg 1 320,000 - 320,000
Cypress Ridge Spec Bldg 2 604,160 - 604,160
Total $ 1,704,340 $ $ - $ 1,704,340

NOTE 15 NET ASSETS

The computation of invested in capital assets, net of related debt is as follows:

Capital Assets
Cash proceeds of bonds issued on hand
Debt on Capital Assets:

Bond Anticipation Note

Notes Payable

Invested in Capital Assets, net of related debt

The computation of restricted for capital projects is as follows:

Fund Balance

Bond issue Costs

Less cash included in capital assets net
Restricted for Capital Projects
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$ 32,585,480
3,724,237
(18,635,000)

(583,424)

$ 17,001,293

$ 3,845,108

, 890,002
(3,724,237)

$ 1,010,873
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JASPER COUNTY, SOUTH CAROLINA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2010

VARIANCE WITH
FINAL BUDGET
BUDGETED AMOUNTS ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)
REVENUES
Taxes $ 18,408,600 $ 18,798,600 $ 17,298,252 $ (1,500,348)
Fines, Fees and Licenses 2,140,000 2,140,000 2,222,033 82,033
Intergovernmental 1,200,925 1,200,925 . 1,204,470 3,545
Miscellaneous 892,253 502,253 352,689 (149,564)
Total Revenues 22,641,778 22,641,778 21,077,444 (1,564,334)
EXPENDITURES
Current:
County Council 225,700 225,700 204,853 20,847
County Attorney 164,800 164,800 149,779 15,021
Administrator 402,240 402,240 395,149 7,091
Administrative Services
Tax Collector 190,400 190,400 181,264 9,136
Assessor 602,900 602,900 553,578 49,322
Finance Department 390,700 390,700 370,683 20,017
Register of Deeds 138,050 138,050 114,027 24,023
Keep America Beautiful 3,126 3,126 1,793 1,333
Total Administrative Services 1,325,176 1,325,176 1,221,345 103,831
Development Services
Economic Development Department 105,500 105,500 56,372 49,128
Business Licenses 65,100 65,100 59,591 5,509
Planning Commission 202,120 202,120 177,238 24,882
Recreation Department 300,200 300,200 289,106 11,094
Sgt Jasper Park ' 182,300 182,300 168,457 13,843
Building Permits 226,640 226,640 152,438 74,202
Total Development Services 1,081,860 1,081,860 903,202 178,658
Emergency Services
Emergency Management 81,600 11,500 15,513 (4,013)
Emergency Telecommunications 1,060,900 1,060,900 915,797 145,103
Fire and Rescue 3,344,000 3,344,000 3,153,893 190,107
Information Technology 440,600 440,600 388,179 52,421
Emergency Services Department 1,715,900 1,786,000 1,513,000 273,000
Detention Center 3,137,000 3,137,000 - 2,732,790 404,210
Cherry Point Fire Station 459,450 459,450 309,834 149,616
Capital Improvements 20,000 20,000 20,000 -
Total Emergency Services 10,259,450 10,259,450 9,049,006 1,210,444
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JASPER COUNTY, SOUTH CAROLINA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2010

VARIANCE WITH
FINAL BUDGET
BUDGETED AMOUNTS ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)
Engineering Services
Administrative $ 289,600 $ 289,600 $ 264,624 $ 24,976
Central Garage 223,500 223,500 210,629 12,871
Mosquito Control 15,200 15,200 15,796 (596)
Litter Control 63,700 63,700 58,457 5,243
Roads and Bridges 601,200 597,692 463,871 133,821
Building Maintenance 390,700 394,208 297,569 96,639
Solid Waste 797,000 797,000 654,219 142,781
Total Engineering Services 2,380,900 2,380,900 1,965,165 415,735
Treasurer 157,300 157,300 138,511 18,789
Auditor 208,500 208,500 199,504 8,996
Probate Judge 143,800 143,800 133,452 10,348
Clerk of Court
Clerk of Court 449,100 449,100 428,831 20,269
Clerk of Court Incentive - - 34,316 (34,316)
Total Clerk of Court 449,100 449,100 463,147 (14,047)
Sheriff
Sheriff 2,408,000 2,408,000 2,407,013 987
Victims Witness Program 102,850 102,850 102,185 665
Sheriff Child Support - - 6,854 (6,854)
Total Sheriff 2,510,850 2,510,850 2,516,052 (5,202)
Magistrate
Central Traffic 165,500 165,500 125,106 40,394
Magistrate Lynah 112,300 112,300 108,424 3,876
Hardeeville 109,900 109,800 101,536 8,364
Central Bond 104,000 104,000 104,360 (360)
Magistrate McDonald 89,600 89,600 99,471 (9,871)
Magistrate Badgett 48,200 48,200 29,747 18,453
Total Magistrate 629,500 629,500 568,644 60,856
Veterans Affairs 116,355 116,355 109,379 6,976
Election Commission 217,425 217,425 191,239 26,186
Coroner 137,150 137,150 ' 117,434 19,716
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JASPER COUNTY, SOUTH CAROLINA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2010

VARIANCE WITH
FINAL BUDGET
BUDGETED AMOUNTS ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)
interdepartmental
Interdepartmental $ 853,000 $ 853,000 $ 788,416 $ 64,584
Data Processing 275,000 275,000 221,935 53,065
Capital Improvements 64,500 64,500 86,696 (22,196)
Total Interdepartmental 1,192,500 1,192,500 1,097,047 95,453
Health, Education and Welfare
Agency Appropriations 1,056,856 1,056,856 1,063,855 (6,999)
County Libraries 28,260 28,260 24,409 3,851
Health Department 26,000 26,000 24,284 1,716
Department of Social Services - 36,550 36,550 34,057 2,493
Miscellaneous County Accounts 74,950 74,950 26,982 47,968
National Guard 11,556 11,556 8,541 3,015
Total Health, Education and Weifare 1,234,172 1,234,172 1,182,128 52,044
Debt Service:
Principal 121,550 121,550 119,980 1,570
Interest 21,450 21,450 21,575 (125)
Total Debt Service 143,000 143,000 141,555 1,445
Total Expenditures 22,979,778 22,979,778 20,746,591 2,233,187
Excess (deficiency) of revenues
over (under) expenditures (338,000) (338,000) 330,853 668,863
OTHER FINANCING SOURCES (USES)
Transfers In 468,000 468,000 468,000 -
Transfers Out (130,000) (130,000) (106,559) 23,441
Total Other Financing Sources (Uses) 338,000 338,000 361,441 23,441
Net change in fund balances - - 692,294 692,294
Fund balances, beginning 1,766,279 1,766,279 1,766,279 -
Fund balances, ending $ 1,766,279 $ 1,766,279 $ 2,458,573 $ 692,294

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION:

The basis of budgeting is the same as generally accepted accounting principles. The County adopts annual budgets for
the General Fund using the modified accrual basis. An annual budget for the Special Revenue Fund is not adopted as
sufficient budgetary control is achieved through restrictions included in the various grant agreements. An annual
operating budget for the Capital Projects Fund is not adopted as its revenues and expenditures are adopted on a project
basis. Appropriations lapse at the end of the budget year.
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NONMAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

Special revenue funds are used to account for specific revenues that are legally
restricted to expenditures for particular purposes.

Accommodations Tax Fund  This fund is used to account for the County’s share
of accommodations taxes that are legally restricted
for expenditures that promote parks, recreation and
tourism within the County.

Waste Tire Fund This fund is used to account for the revenues
received from the state for the removal of waste
tires.

Sheriff Fund This fund is used to account for the funds the sheriff

derives from search and seizure.

E911 Fund This fund is used to account for the
telecommunications carrier fees that are restricted
for expenditures related to emergency dispatch
services. '

Grants This fund is used to account for grant funds that are
restricted to specific purposes.

Sergeant Jasper Park This fund is used to account for the funds related to

the operation and maintenance of the Sergeant
Jasper Park facility.
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FUDICIARY FUNDS

Agency Funds

Agency funds are used to account for assets held by the government as an agent for
individuals, private organizations, and other governments.

School This fund is used to account for receipts by the
treasurer of assets earmarked for the school district.

Clerk of Court This fund is used to account for child support
payments, bonds, restitution and fines collected by
the clerk of court.

Delinquent Tax Collector This fund represents delinquent taxes collected for
the school district and funds on hand from the tax
sale.

1% Fire Fund This fund represents the receipts by the treasurer
that will be disbursed to the various fire departments
within the County.

Nickel Plate Road Dev This fund represents the 40% of taxes to be paid to
the developer and Hampton County.

Treasurers Tax Account This fund represents the portion of the tax account
designated for other entities.

Town of Ridgeland This fund represents the automobile taxes due to the
Town of Ridgeland.

City of Hardeeville This fund represents the automobile taxes due to the
City of Hardeeville.

Magistrates Court This fund represents fines collected that have not
been disposed of by the court.

Register of Deeds This fund represents the portion of the fee to be paid
to the state.
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School

Clerk of Court

Delinguent Tax Collector

1% Fire Fund

Nickle Plate Road Dev

Treasurers Tax Account

Town of Ridgeland

City of Hardeeville

Magistrates Court

Register of Deeds

Forfeit Land Commission

Instaliment Tax Account

Total

JASPER COUNTY, SOUTH CAROLINA
COMBINING STATEMENT OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES

AGENCY FUNDS
JUNE 30, 2010

Balance Balance
June 30, 2009 Additions Deductions June 30, 2010
$ 5,897,456 $  46,025124 $ 46,887,124 $ 5,035,456

1,623,305 2,614,445 2,664,131 1,573,619
652,670 4,921,347 5,149,533 424,484
149,649 230 10,083 139,796
439,479 1,618,790 2,029,204 29,085

80,706 4,079,832 4,095,680 64,858

2,364 29,280 28,954 2,690

11,811 3,660,066 3,667,945 3,932

65,049 552,862 554,915 62,996

14,142 193,248 188,909 18,481

- 6,236 - 6,236

- 7,681 - 7,681

$ 8,936,631 $ 63,709,141 $ 65,276,478 $ 7,369,204
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JASPER COUNTY, SOUTH CAROLINA
SCHEDULE OF FINES, ASSESSMENTS, AND SURCHARGES
FOR YEAR ENDED JUNE 30, 2010

Court Fines:
Court Fines Collected $ 630,676
Court Fines Retained by County (328,401)
Court Fines Remitted to the State Treasurer 302,275

Court Assessments:

Court Assessments Collected 353,634
Court Assessments Retained by County (148,796)
Court Assessments Remitted to State Treasurer 204,838

Court Assessments/Surcharges/Pullout

Court Assessments/Surcharges/Pullout Collected 160,111
Court Assessments/Surcharges/Pullout Collected Retained by County -
Court Assessments/Surcharges/Pullout Remitted to State Treasurer 160,111

Victims Services:

Court Assessments Allocated to Victim Services 38,443
Court Surcharges Allocated to Victim Services 19,136
Total Funds Allocated to Victim Services 57,578
Victims Services Expenditures (50,057)
Fund Available for Carryforward 7,521
Beginning of Year (8,001)
End of Year $ (480)

The cost of the court fines audit was $1,000.
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USED IN THE OPERATION
OF GOVERNMENTAL FUNDS



JASPER COUNTY, SOUTH CAROLINA
CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENT FUNDS
COMPARATIVE SCHEDULES BY SOURCE

JUNE 30, 2010 AND 2009
2010 2009
GOVERNMENTAL FUNDS CAPITAL ASSETS:

Land and improvements $ 2,534,470 $ 2,534,470
Construction in Progress 3,546,750 292,435
Buildings and Improvements 21,060,140 21,060,140
Machinery and Equipment 5,509,872 4,841,708
Vehicles 5,330,501 5,357,209
Infrastructure 4912311 4,583,355
Total Governmental Funds Capital Assets $ 42,894,044 $ 38,669,317

INVESTMENT IN GOVERNMENTAL FUNDS CAPITAL ASSETS BY SOURCE
Governmental Revenues $ 22,849,748 3 22,525,500
Notes and Leases 13,040,572 9,808,257
Special Purpose Tax 5,363,171 5,363,171
Donations 972,389 972,389
Grants ) 668,164 -
Total Governmental Funds Capital Assets $ 42,894,044 $ 38,669,317
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STATISTICAL SECTION



JASPER COUNTY, SOUTH CAROLINA

STATISTICAL SECTION

This part of the Jasper County, South Carolina comprehensive annual financial report presents
detailed information as a context for understanding what the information in the financial

statements, notes disclosure, and required supplementary information says about the County's
overall financial health.

Contents Page

Financial Trends 58-61
These schedules contain trend information to help the reader understand

how the County's financial performance and well-being have changed over
time.

Revenue Capacity 62-64
These schedules contain information to help the reader assess the factors
affecting the County's ability to generate its property and sales taxes.

Debt Capacity 65-70
These schedules present information to help the reader assess the

affordability of the County's current levels of outstanding debt and the
Countv's abilitv to issue additional debt in the future.

Demogfaphic and Economic Information 70-71
These schedules offer demographic and economic indicators to help the
reader understand the environment within which the County's financial

activities take place and to help comparisons over time and with other
aovernments.

Operating Information 73-75
These schedules contain information about the County's operations and
resources to help the reader understand how the County's financial

information relates to the services the County provides and the activities it
performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the
comprehensive annual financial reports for the relevant year. The County implemented GASB

Statement No. 34 in 2002; schedules presenting government-wide information include information
beginning in that year.
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COMPLIANCE SECTION



JASPER COUNTY, SOUTH CAROLINA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2010

Federal Grantor/Pass-Through Grantor

Federal CFDA

Program Title Number Expenditures
US Department of Housing & Urban Development
Passed through the SC Department of Commerce
Community Development Block Grant 4H07003 14.228 $ 192,769
US Department of Health & Human Services
Passed through the SC Department of Social Services
Child Enforcement Block Grant 93.563 111,276
' US Department of Transportation
Airport improvements 20.106 345,132
US Department of Homeland Security
Trama Grant 97.004 49,283
LEMPG Grant 97.042 32,880
US Department of Justice
Justice Assistance Grant Program 16.804 27,916
Cops 16.710 57,787
US Department of Commerce
Passed through the SC Department of Commerce
Public Safety interoperable Communication Grant 11.555 667,462
Total Federal Financial Assistance $ 1,484,505

NOTE 1 BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
Jasper County, South Carolina and is presented on the accrual basis of accounting. The inft_)rmation in
this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this

schedule may differ from amounts presented in, or used in the preparation of, the basic financial
statements. :

NOTE 2 NON-CASH AWARDS

Jasper County, South Carolina, did not receive any non-cash federal awards during the year ended
June 30, 2010.
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0 mp a lly CPAs, LLC John P. Gillion, Jr., CPA, PFS, CFS, CVA, CFP®

Brenda F. Carroll, CPA, CFE, CIA, CICA, FCPA, CSEP, PFS
CERTIFIED PUBLIC ACCOUNTANTS & FINANCIAL ADVISORS Rep E. Whiddon, CPA, CVA

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the County Council
Jasper County, South Carolina
Ridgeland, South Carolina

We have audited the financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of Jasper County, South Carolina, as of and for the year ended June 30, 2010, which
collectively comprise the Jasper County, South Carolina’s basic financial statements and have issued
our report thereon dated November 19, 2010. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Jasper County, South Carolina’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Jasper County, South Carolina’s internal control over financial reporting. Accordingly,

we do not express an opinion on the effectiveness of the Jasper County, South Carolina’s internal
control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material

misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did
not identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Jasper County, South Carolina’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
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not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of Jasper County, South Caroling, in a
separate letter dated November 19, 2010. .

This report is intended solely for the information and use of management, City Council, others within the
entity, and federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

BAIRD & COMPANY, CPAs, LLC
Certified Public Accountants

November 19, 2010
Augusta, Georgia
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Jasper County, South Carolina
Ridgeland, South Carolina
To the County Council

Compliance

We have audited the compliance of Jasper County, South Carolina, with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended June 30, 2010.
Jasper County, South Carolina’s major programs are identified in the summary of auditor’s results section of
the accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major federal programs is the responsibility of
Jasper County, South Carolina’s management. Our responsibility is to express an opinion on Jasper County,
South Carolina’s compliance based on our audit.

We conducted our audit of compliance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and OMB Circular A-133, Audits of State, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major program
occurred. An audit includes examining, on a test basis, evidence about Jasper County, South Carolina’s
compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides reasonable basis for our opinion. Our audit does not
provide a legal determination of Jasper County, South Carolina’s compliance with those requirements.

In our opinion, Jasper County, South Carolina, complied, in all material aspects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June 30, 2010.
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Internal Control Over Compliance

Management of Jasper County, South Carolina, is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants applicable
to federal programs. In planning and performing our audit, we considered Jasper County, South Carolina’s
internal control over compliance with the requirements that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal control over compliance in accordance with OMB
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of Jasper County, South
Carolina’s internal control over compliance.

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

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

This report is intended solely for the information and use of the County Council, management, others within
the organization, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

Dol f CBgonry, A5 Lic

BAIRD & COMPANY, CPAs, LLC
Certified Public Accountants

November 19, 2010
Augusta, Georgia
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JASPER COUNTY, SOUTH CAROLINA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2010

Section |: Summary of Auditors’ Results
Financial Statements
Type of auditor’s report issued: unqualified
Internal control over financial reporting:
* Material weakness(es) identified? Yes X No

* Reportable condition(s) identified that are not
considered to be material weaknesses? Yes X __ None Reported

Noncompliance material to financial
statements noted? Yes X No

Federal Awards
Internal control over major programs:

* Material weakness(es) identified? , Yes X _No

* Reportable condition(s) identified that are not
considered to be material weaknesses? Yes X No

Type of auditor's report issued on compliance for major programs: unqualified

Any audit findings disclosed that are required to be

reported in accordance with section 510(a) of

Circular A-1337? Yes X__ None Reported

Identification of Major Programs:

CFDA Number(s) Name of Federal Programs or Cluster
20.106 Airport Improvements
11.555 Public Safety Interoperable Communications

Dollar threshold used to distinguish between type A and type B programs: $ 300,000

Auditee qualified as low-risk auditee? Yes X _No

Section lI: Financial Statement Findings

NONE

Section lll: Federal Awards Findings and Questioned Costs

NONE
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