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Elliott Davis
Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Honorable Chairman and

Members of the County Council
Fairfield County
Winnsboro, South Carolina

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

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

The financial statements do not include financial data for the County's legally separate component units. Accounting
principles generally accepted in the United States of America require the financial data for those component units to
be reported with the financial data of the County's primary government unless the County also issues financial
statements for the financial reporting entity that include the financial data for its component units. The County has not
issued such reporting entity financial statements. Because of this departure from accounting principles generally
accepted in the United States of America, the assets, liabilities, net assets, revenues, and expenses of the aggregate
discretely presented component units would have been presented as approximately $2.6 million, $217,000, $2.4
million, $1.5 million, and $1 million, respectively. In addition, the assets, liabilities, fund balances, revenue and
expenditures of the aggregate remaining fund information would have been presented as approximately $998,000,
$212,000, $786,000, $1.6 million, and $1.8 million, respectively.

In our opinion, because of the omission of the discretely presented component units, as discussed above, the financial
statements referred to above do not present fairly, in conformity with accounting principles generally accepted in the
United States of America, the financial position of the aggregate discretely presented component units of Fairfield
County, South Carolina, as of June 30, 2008, or the changes in financial position thereof for the year then ended.
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In addition, in our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining fund
information for the primary government of Fairfield County, South Carolina, as of June 30, 2008, 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.

In accordance with Government Auditing Standards, we have also issued our report dated December 1, 2008 on our
consideration of the County's internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grants, agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with government auditing standards and should be considered in
assessing the results of our audit.

Management’s discussion and analysis and the budgetary comparison information, as listed in the table of contents,
are not required parts of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation of the
required information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise
the County’s basic financial statements. The combining and individual nonmajor fund financial statements and other
schedules, and accompanying Schedule of Expenditures of Federal Awards, listed in the table of contents as other
supplementary information, are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The combining and individual nonmajor fund financial statements and other schedules and
accompanying Schedule of Expenditures of Federal Awards have been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the

basic financial statements taken as a whole.
Uit Dawra, LLC

Columbia, South Carolina
December 1, 2008



FAIRFIELD COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

As management of Fairfield County, we offer readers of Fairfield County’s financial statements this narrative
overview and analysis of the financial activities for the fiscal year ended June 30, 2008. Please read the
information presented here in conjunction with additional information that we have furnished in the County's
financial statements, which immediately follow this section.

STATISTICAL DATA
* Approximately 687 square miles
» Within 30 miles of the geographic center of South Carolina
* Stable population of 24,047 increasing annually at a rate of 0.67%
e Bordered on the:

o South by Richland County whose county seat is Columbia, the state capital
o East by the Wateree River
o West by the Broad River
o North by Chester County
e Highways
o Serviced North and South by Interstate 77 and US Highways 321 and 21
o Serviced East and West by State Highways 34, 200, 213, 215, and 269

¢ Rail
o Serviced north and south by Norfolk Southern Rail Way
e Air
o 35,000-foot runway general aviation airport owned by Fairfield County and operated by a private
contractor

* Governed by a 7 person County Council elected on a non-partisan basis from their respective districts.
Operating under the State of South Carolina Home Rule, County Council has adopted the
Council/Administrator form of government.

Geographically, Fairfield County is positioned to begin benefiting from the growth of our sister county to the south,
Richland County, home of the state capital. We provide a quality of life envied by most, a small town atmosphere
and friendliness while a short commuting distance to more urban economic centers. Our tax base is stable as the
largest taxpayer is an energy producing facility; however, we recognize the need to diversify our economy.
Therefore, County Council is concentrating many resources to develop several industrial parks where businesses
may locate and provide employment to our citizens.

In addition to providing funding to develop the industrial parks, we must be about the business of administering a
county government. This is an expensive undertaking. With unfunded mandates from higher levels of government
and reducing revenue sources, we must look for ways to minimize the tax burden on our citizens. We are
approaching this on two fronts: (1) broadening the tax base through increased economic development and (2)
having intense operational reviews of expenditures. Our expenditure reviews include the traditional jtems such as:
competitive bidding, extending the period for filling vacancies, eliminating overtime, etc. Some non-traditional,
cost cutting ideas include better training of employees as well as containing and reducing expenditures in areas
such as insurance, risk management, safety, workers compensation, and unemployment compensation.



FINANCIAL HIGHLIGHTS

* The County’s financial condition has continued to maintain revenues at a relatively constant level over this
period.

* The County Administration correctly foresaw a revenue shortfall and developed the 2007-2008 budgets
based on a modest millage increase.

* Net assets - The County’s governmental activities assets exceeded its liabilities at June 30, 2008 by
$28,859,394 (net assets). Of this amount, approximately $16.6 million were unrestricted net assets, which
means these funds may be used to meet the County’s ongoing obligations.

® Change in net assets - The County’s net assets increased over the course of this year’s operations. Net
assets of the governmental activities increased by $4,551,710.

* General fund - The principal operating fund of the County is the general fund. In fiscal year 2008, general
fund revenues and other financing sources, which primarily consisted of property taxes, and
intergovernmental revenues were $22,230,665. Expenditures and net transfers out of the general fund were
$19,684,175. This resulted in an increase in the fund balance for the year of $2,546,490.

* General fund budget - The general fund actual revenues were greater than the revised budget amounts by
$2,208,225 due primarily to greater than expected collections of property taxes and sales taxes. General
fund actual expenditures were less than the final budget amounts by $590,188. This variance is primarily
due to a concerted effort to control expenses.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts: management's discussion and analysis (this section), the basic financial
statements, and required supplementary information. This discussion and analysis is intended to serve as an
introduction to the County's basic financial statements. The County's basic financial statements consist of three
parts: 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 (Statement of Net Assets and
Statement of Activities) are designed to provide readers with a broad overview of the County’s finances, in a
manner similar to a private-sector business. These statements outline functions of the County that are principally
supported by property taxes, state aid, intergovernmental grants and various charges for services, fines and fees.
The governmental activities of the County include general government, public safety, public works, environment
and housing, health and welfare, judicial, cultural and recreation and non-departmental allocations expenditures.

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 or decreases in net assets may serve as a useful
indicator of whether the financial position of the County is improving or deteriorating.

The statement of activities presents information showing how the County’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 (i.e. uncollected taxes and earned but
unused compensated absences).

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 uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the County can be
divided into three categories: governmental funds, proprietary 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 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 the County’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 governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the County’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.

Fiduciary funds - The County is the trustee, or fiduciary, for assets that belong to others. The County is
responsible for ensuring that the assets reported in these funds are used only for their intended purposes
and by those to whom the assets belong. The County excludes these activities from the government-wide
financial statements because it cannot use these assets to finance its operations.

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 16 to 32.

Other supplemental information - In addition to the basic financial statements and accompanying notes, this report

also presents certain required supplemental information that further supports the financial statements with a
comparison of the County’s budget for the year and other supplementary information schedules required.

FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE

Net assets may serve over time as a useful indicator of a government’s financial position. In the case of the
County, assets exceeded liabilities by $28,859,394 as of June 30, 2008.

By far the largest portion of the County’s net assets reflects its investment in capital assets (e.g., land, buildings and
improvements, vehicles, furniture and equipment and construction in progress), less any related debt used to
acquire those assets that is still outstanding. The County uses these capital assets to provide services to its Fairfield
County residents; 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 these
liabilities.

The County’s financial position is the product of several financial transactions including the net results of
activities, the acquisition and payment of debt, the acquisition and disposal of capital assets, and the depreciation of
capital assets.



The following table presents a summary of the County’s net assets for the fiscal years ended June 30, 2008 and 2007.

Percentage
2008 2007 Change
(Restated)

Current assets $ 21,122,850 $ 18,474,775 14.3%

Capital assets, net 14,465,994 14,306,873 1.1%

Total assets 35,588,844 32,781,648 8.6%

Current liabilities 3,350,524 2,941,509 (13.9%)

Long-term debt outstanding 3.378.926 5,532,455 (38.9%)

Total liabilities 6.729.450 8.473.964 (20.6%)
Net assets

Invested in capital assets, net of related debt 12,186,380 11,890,199 2.5%

Restricted 96,229 46,747 105.9%

Unrestricted 16,576,785 12,370,738 33.9%

Total net assets

$ 28850394  § 24307684 ____ 187%

Change in net assets - The County’s total revenues for the fiscal year ended June 30, 2008 were $30,902,468. The
total cost of all programs and services was $26,350,758. The table below presents a summary of the activity that
resulted changes in net assets for the fiscal years ended June 30, 2008 and 2007.

Compared to fiscal year 2007, the County's revenues increased significantly due primarily to the following:

* Sale of property - In 2008, the Council sold the Hon Building, resulting in a gain of $626,360.

* Property taxes - In the debt service fund, property tax collections increased due to the County obtaining 2.6

million GOB in 2007. Taxes commenced collection in 2009.

The County included substantially all of the above revenue increases in its annual budget for fiscal year 2008.
Therefore, expenses as reflected below also increased significantly as these additional funds were expended for

various budgeted projects and County operations.

Percentage
2008 2007 Change
Revenues (Restated)
Program revenues
Charges for services $ 3,045,066 $ 2,990,618 1.8%
Operating grants and contributions 3,143,084 3,516,373 (10.6%)
Capital grants and contributions 150,000 3,222,112 (95.3)
General revenues
Property taxes and accommodations taxes 20,020,720 18,056,745 10.9%
Sales taxes 1,376,688 1,353,686 1.7%
Investment income 373,978 576,506 (3s5.1)
Intergovernmental 1,487,219 1,452,786 2.4%
Gain on sale of capital assets 626,360 - 100.0%
Miscellaneous 679.353 739.472 (8.1%)
Total revenues 30.902.468 31.908.298 (3.1%)
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Percentage

2008 2007 Change
(Restated)
Expenses
General government 7,367,330 7,569,108 (2.7%)
Public safety 8,128,389 8,804,382 (7.7%)
Public works and utilities 2,567,282 5,887,411 (56.4%)
Health and welfare 3,894,137 2,946,272 32.2%
Judicial 1,010,712 949,530 6.4%
Cultural and recreation 714,152 558,887 27.8%
Non-department allocations 2,511,435 1,782,789 40.9%
Interest and fiscal charges 157.321 67,286 133.8%
Total expenses 26,350,758 28,565,665 (7.8%)
Increase decrease in net assets $_ 4,551,710 S 3.342,633 —  362%

Governmental activities - The table below presents the cost of the nine major functional activities: general
government, public safety, public works, environment and housing, health and welfare, judicial, cultural and
recreation, and non-departmental allocations and debt service. The table also shows each function’s net cost (total
cost less charges for services generated by the activities and intergovernmental aid provided for specific programs).
The net cost shows the financial burden that was placed on the State and County’s taxpayers by each of these
functions.

Total Net (Expense)
Expenses Revenue

General government $ 7367330 $ (6,217,405)
Public safety 8,128,389 (6,989,496)
Public works and utilities 2,567,282 (104,265)
Health and welfare 3,894,137 (3,099,355)
Judicial 1,010,712 (390,046)
Cultural and recreation 714,152 (543,285)
Non-departmental allocations 2,511,435 (2,511,435)
Interest and fiscal charges 157,321 (157.321)

Total expenses $ 26350758 § (20,012,608)

The cost of all governmental activities this year was $26,350,758. Expenses consist primarily of general government,
public safety and public works and utilities totaling $7,367,330, $8,128,3 89, and $2,567,282, respectively. Net cost of
governmental activities was $20,012,608 which was financed by general revenues and beginning net assets. General
revenues consist primarily of property taxes of $19,889,623.

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

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

The financial performance of the County as a whole is reflected in its governmental funds. As the County completed
the year, its governmental funds reported a combined fund balance of $18,622,660. Approximately $12,738,844 or
68% of the fund balance is unreserved and undesignated and is available for spending at the County’s discretion.

The general fund is the principal operating fund of the County. The increase in fund balance in the general fund for
the fiscal year was $2,546,490 which was the result of normal business operations.
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets - As of June 30, 2008, the County had invested $14,465,994 in capital assets, including land, buildings

and improvements, infrastructure, vehicles, computers, and other equipment. Total depreciation expense for the year
was $1,976,125.

The schedule below presents capital asset balances, net of depreciation, for the fiscal year ended June 30, 2008.

Capital Assets
Not subject to depreciation

Land $ 49,558

Construction in progress 1,136,340

1,185,898

Subject to depreciation

Land improvements 19,710,206
Buildings 11,350,219
Infrastructure 1,106,890
Machinery and equipment 7,788,787
Software 330.159
40,286,261

Less accumulated depreciation (27.006.165)

Total capital assets being depreciated, net 13,280,096

Net capital assets $ 14465994

Debt Administration - At year-end, the County had $3,355,000 in general obligation bonds, $69,124 in notes payable
and a $503,506 capital lease of which $1,058,669 is due within one year.

ECONOMIC FACTORS AND BUDGETARY PROJECTIONS

Unlike a typical county, Fairfield County’s revenue stream is relatively constant. This is due primarily to a licensed
electrical generating facility located in our county, which accounts for over 39% of our tax revenues. The facility is in
the process of renewing their license for another 20 years, which gives us a measure of comfort; however, we are very
careful not to abuse this revenue source. Taking this revenue source into account and the other economic factors in
our community, our budget philosophy is to be socially responsible within a very conservative fiscal approach, We
expect this trend will continue over future budgets.

REQUEST FOR INFORMATION

This financial report is designed to provide the County’s citizens, taxpayers, customers, and investors and creditors
with a general overview of the County’s finances and to demonstrate the County’s accountability for the money it
receives. If you have questions about this report or need additional financial information, contact the Comptroller,
Fairfield County, 350 Columbia Road, P.O. Drawer 60, Winnsboro, South Carolina 29180.



FAIRFIELD COUNTY
STATEMENT OF NET ASSETS

ASSETS
Cash and cash equivalents
Taxes receivable, net
Accounts receivable, net
Investment - land and building
Due from component unit
Due from other governmental units
Prepaid expenses
Capital assets
Land
Construction in progress
Land improvements
Buildings
Infrastructure
Machinery and equipment
Software
Less accumulated depreciation

Total capital assets net of accumulated depreciation

Total assets

LIABILITIES
Accounts payable
Accrued expenses
Due to tax payers
Due to other agencies
Due to component units
Due to other governmental units
Long-term liabilities
Portion due or payable within one year:
Compensated absences
Capital leases payable
Notes payable
Bonds payable
Portion due or payable after one year:
Compensated absences
Capital leases payable
Notes payable
Bonds payable

Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Debt service
Unrestricted

Total net assets

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

JUNE 30, 2008
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Exhibit 1

Governmental
Activities

3 17,389,162
513,884

201,490

1,164,134

167,059

1,486,415

200,706

49,558
1,136,340
19,710,206
11,350,219
1,106,890
7,788,787
330,159
(27,006,165)

14,465,994

3 35,588,844

$ 617,019
522,935

7,182

441,201

666,710

11,632

25,176
117,709
20,960
920,000

509,965
385,797
48,164
2,435,000

6,729,450

12,186,380

96,229
16,576,785

S 2885304
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FAIRFIELD COUNTY Exhibit 4
RECONCILIATION OF BALANCE SHEET OF
GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET ASSETS
JUNE 30, 2008

Total governmental fund balances $ 18,622,660

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

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

Land $ 49,558

Construction in progress 1,136,340

Land improvements 19,710,206

Buildings 11,350,219

Infrastructure 1,106,890

Machinery and equipment 7,788,787

Software 330,159

Less accumulated depreciation (27,006,165)

14,465,994

Some of the County's property tax revenues will be collected after year-end but are
not available soon enough to pay for the current period's expenditures and therefore
are deferred in the funds. 233,511
Long-term liabilities, including bonds payable, are not due and payable in the current
period and therefore are not reported as liabilities in the funds. Long-term liabilities
at year-end consist of:

Accrued compensated absences (535,141)

Capital leases payable (503,506)

Notes payable (69,124)

Bonds payable (3,355,000)

(4,462,771)

Net assets of governmental activities $ 28,859,394

The accompanying notes are an integral part of these basic financial statements.
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FAIRFIELD COUNTY
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES Exhibit 6
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the fiscal year ended June 30, 2008

Total net change in fund balance - governmental funds $ 3,202,253

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

Capital outlays are reported in governmental funds as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated useful lives as
depreciation expense. 2,362,746

Depreciation expense on capital assets is reported in the government-wide statement of
activities and changes in net assets, but they do not require the use of current financial
resources. Therefore, depreciation expense is not reported as expenditures in government
funds. (1,976,125)

The proceeds from the disposal of capital assets are reported as revenue in the governmental
funds. The cost of the capital assets are removed from the capital asset account on the
statement of net assets and is offset against the proceeds from the sale of capital assets
resulting in a gain or loss on disposal of capital assets on the statement of activities.

Gain on sale of capital assets 626,360
Proceeds trom sale of capital assets (853,860)
(227,500)

Because some property taxes will not be collected for several months after the County's
fiscal year ends, they are not considered "available" revenues and are deferred in the
governmental funds. Deferred tax revenues increased by this amount this year. 120,652

Increases in compensated absences in the statement of activities do not require use of current
financial resources and therefore are not reported as expenditures in the governmental funds. (4,360)

Repayment of principal on bonds, notes payable, and capital leases are expenditures in the
governmental funds, but the repayment reduces long-term liabilities in the statement of net

assets. 1,074,044

Change in net assets of governmental activities $ 4,551,710

The accompanying notes are an integral part of these basic financial statements.
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FAIRFIELD COUNTY Exhibit 7
STATEMENT OF FIDUCIARY NET ASSETS

JUNE 30, 2008
ASSETS

Cash and cash equivalents $ 11,692,796
Taxes receivable 668,182
Total assets $ 12,360,978

LIABILITIES
Due to individuals $ 463,734
Due to other governments/governmental agencies 11,897,244
Total liabilities 3 12,360,978

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

-15-



L

FAIRFIELD COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Fairfield County, South Carolina (the County) is a political subdivision of the State of South Carolina,

operating under the provisions of South Carolina 2975 Act No. 283 (Home Rule Act) using a Council-Administrator
form of government to provide services authorized by its charter. The County is governed by an elected Board (the
Council) which is governed by state statutes and regulations.

The financial statements of the County have been prepared in conformity with accounting principles generally

accepted in the United States of America (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The County also applies Financial Accounting Standards Board (FASB) statements and
interpretations issued on or before November 30, 1989, to its governmental and business-type activities and to its
proprietary funds provided they do not conflict with or contradict GASB pronouncements. The following is a
summary of the more significant policies.

A,

Reporting Entity

The County's financial statements include the accounts of all County (the Primary Government) operations. The
criteria for including other organizations as component units within the County’s reporting entity, as set forth in
Section 2100 of GASB’s Codification of Governmental Accounting and Financial Reporting Standards,
include whether:

* the organization is legally separate (can sue and be sued in their own name)

* the County holds the corporate powers of the organization

* the County appoints a voting majority of the organization’s board

* the County is able to impose its will on the organization

* the organization has the potential to impose a financial benefit/burden on the County
* there is fiscal dependency by the organization on the County

Certain financially significant political subdivisions of the County have the authority to hire and fire employees,
establish their own operating budgets and enter into their own contracts. It has been determined that the County
does not have significant influence over their operations. As these entities have the authority to borrow funds,
establish their own budgets and are responsible for funding their own deficits, it is construed that the County
does not have accountability for their fiscal matters. The following entities, while having strong relationships
with the primary government, do not meet the criteria for inclusion in the financial statements as component
units of the County:

* Fairfield County Behavioral Health Services

* Fairfield County Memorial Hospital

* Fairfield County Board of Disabilities and Special Needs
* Fairfield County Council on Aging

The County Library Commission and Rural Fire District, however, have been determined to be component units

in accordance with this criterion. Audited financial statements of these component units may be obtained by
written request to Fairfield County Council, Post Office Drawer 60, Winnsboro, South Carolina 29180.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Basis of Presentation
The statements of the County are presented as follows:

Government-wide Financial Statements - The statement of net assets and the statement of activities display
information about the County as a whole. These statements include the financial activities of the primary
government, except for fiduciary funds. For the most part, the effect of interfund activity has been removed
from these statements. The statements distinguish between those activities of the County that are governmental
and those that are considered business-type activities. Fairfield County has no activities considered to be
business-type activities.

The government-wide statement of activities presents a comparison between direct expenses and program
revenues for each function or program of the County’s governmental activities. Direct expenses are those that
are specifically associated with a service, program or department and therefore clearly identifiable to a
particular function. Program revenues include charges paid by the recipient of the goods or services offered by
the program and grants and contributions that are restricted to meeting the operational or capital requirements
of a particular program. Revenues, including taxes, which are not classified as program revenues are presented
as general revenues of the County, with certain limited exceptions. The comparison of direct expenses with
program revenues identifies the extent to which each governmental function is self-financing or draws from the
general revenues of the County.

Fund Financial Statements - Fund financial statements report detailed information about the County. The
focus of governmental fund financial statements is on major funds rather than reporting funds by type. Each
major fund is presented in a separate column.

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. All
governmental fund types are accounted for using a flow of current financial resources measurement focus. The
financial statements for governmental funds are a balance sheet, which generally includes only current assets
and current liabilities, and a statement of revenues, expenditures and changes in fund balances, which reports
on the sources (i.e., revenues and other financing sources) and uses (i.e., expenditures and other financing uses)
of current financial resources.

Measurement Focus and Basis of Accounting

Fund Accounting

The accounts of the County and its component units are organized and operated on the basis of funds. A fund is
defined as a fiscal and accounting entity with a self-balancing set of accounts. Fund accounting segregates
funds according to their intended purpose and is used to aid management in demonstrating compliance with
finance-related legal and contractual provisions. The minimum number of funds is maintained consistent with
legal and managerial requirements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Measurement Focus and Basis of Accounting - (Continued)
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.

A portion of the general fund fund balance has been reserved for certain contingencies including loss of fee in
lieu due to plant closings, property insurance increases, and additional operating funds required for the
Fairfield Memorial Hospital.

The W.B. Brown industrial park fund is used to account for the accumulation of resources to be used for the
development and construction of the W.B. Brown industrial park.

The capital improvements GO bonds fund is used to account for financial resources to be used for the
acquisition of capital assets.

The EMS fund is used to account for the accumulation of resources and the payments of daily operations
attributable to EMS.

Additionally, the government reports the following nonmajor fund types:

Special revenue funds - The special revenue funds are used to account for the proceeds of specific revenue
sources (other than special assessments, or major capital projects) that are legally restricted to expenditures
for specified purposes.

Capital projects funds - Capital projects funds are used to account for financial resources to be used for the
acquisition or construction of major capital facilities.

The road improvement program fund is used to account for financial resources to be used to improve
County roads.

The debt service fund is used to account for the accumulation of resources and the payment of general
long-term debt principal and interest.

Agency fund - The agency fund accounts for monies held on behalf of school districts, special districts and
other agencies that use the County as a depository or property taxes are collected on behalf of the other
governments.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are charges between the government’s landfill function and various
other functions of the government. Elimination of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

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. Internally
dedicated resources are reported as gemeral 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Measurement Focus and Basis of Accounting - (Continued)

Reporting Entity

In accordance with Governmental Accounting Standards Board Statement Number 14, this report includes all
funds, account groups, organizations, institutions, agencies, departments and offices that are not legally separate
from the County. Legally separate entities, referred to as component units, are not included in this report.

Component units excluded from the reporting entity

The Fairfield County Library Commission is the governing commission of the Library of which the members
are appointed by County Council. The County sets millage rates and has authority to review and approve
budgets, sign contracts, and exercise control over Library facilities and properties. The County has
responsibility for funding deficits and operating deficiencies, and guarantees the debt of the Library.

The Fairfield County Rural Fire District is the Fire District that was created by County Council Ordinance
and is governed by Boards appointed by County Council. Annual budgets and tax millage rates are set by the
County, and the legal liability for any general obligation debt and operating deficiencies remain with the
County.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financial statements. Government-wide financial statements are prepared using the accrual basis of accounting.
Governmental funds use the modified accrual basis of accounting, Fiduciary funds also use the accrual basis of
accounting. On the accrual basis of accounting, revenues are recognized when earned and expenses are
recognized when incurred. Under the modified accrual basis of accounting, revenues and expenditures are
recognized when they become both measurable and available.

Revenues resulting from exchange transactions, in which each party gives and receives essentially equal value,
are recorded on the accrual basis when the exchange takes place. On a modified accrual basis, revenue is
recorded in the fiscal year in which the resources are measurable and become available. Available means that
the resources will be collected within the current fiscal year or are expected to be collected soon enough
thereafter to be used to pay liabilities of the current fiscal year. For the County, available means expected to be
received within sixty days of fiscal year-end.

The County follows GASB No. 33, Accounting and Financial Reporting for Non-Exchange Tramsactions, to
account for non-exchange revenues. Nonexchange transactions, in which the County receives value without
directly giving equal value in return, include property taxes, grants, entitlements and donations. On an accrual
basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied. Revenue from
grants, entitlements and donations is recognized in the fiscal year in which all eligibility requirements have
been satisfied. Eligibility requirements include timing requirements, which specify the year when the resources
are required to be used or the fiscal year when use is first permitted; matching requirements, in which the
County must provide local resources to be used for a specified purpose; and expenditure requirements, in which
the resources are provided to the County on a reimbursement basis. On a modified accrual basis, revenue from
nonexchange transactions must also be available before it can be recognized. Under the modified accrual basis,
the following revenue sources are considered to be both measurable and available at fiscal year-end: delinquent
taxes collected within 60 days of fiscal year end, sales tax, grants, interest, fees and charges for service.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Measurement Focus and Basis of Accounting - (Continued)

Deferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied.
Delinquent property taxes and property taxes for which there is an enforceable legal claim as of June 30, 2008,
but which have not met the revenue recognition criteria, have been recorded as deferred revenue. Grants and
entitlements received before the eligibility requirements are met are also recorded as deferred revenue. On
governmental fund financial statements, receivables that will not be collected within the available period have
also been reported as deferred revenue.

On the accrual basis of accounting, expenses are recognized at the time they are incurred. The fair value of
donated commodities used during the year is reported in the operating statement as an expense with a like
amount reported as donated commodities revenue. Unused donated commodities are reported as deferred
revenue.

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which
the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation, are not recognized
in governmental funds.

Assets, Liabilities and Equity

Cash, Cash Equivalents, and Investments - For purposes of the statement of net assets, the County considers
all liquid non-equity investments with an original maturity of three months or less to be cash equivalents.
Investments are carried at fair value, which is based on quoted market price.

State statutes authorize the County to invest in:

1. Obligations of the United States and agencies thereof:
2. General obligations of the State of South Carolina or any of its political units;

3. Certificates of deposit where the certificates are collaterally secured by securities of the type described in
(1) and (2) above held by a third party as escrow agent or custodian, of a market value not less than the
amount of the certificates of deposit so secured, including interest; provided, however, such collateral
shall not be required to the extent the same are insured by an agency of the federal government.

4. Repurchase agreements when collateralized by securities as set forth in this section;

5. No load open-end or closed-end management type investment companies or investment trusts registered
under the Investment Company Act of 1940, as amended, where the investment is made by a bank or
trust company or savings and loan association or other financial institution when acting as trustee or
agent for a bond or other debt issue of the County, if the particular portfolio of the investment company
or investment trust in which the investment is made (i) is limited to obligations described in items O,
(2), and (5) of this subsection, and (ii) has among its objectives the attempt to maintain a constant net
asset value of one dollar a share and to that end, value its assets by the amortized cost method.

Investments are stated at fair value; except that repurchase agreements and U.S. Government agencies that have
a maturity at the time of purchase of one year or less are shown at amortized cost.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
Assets, Liabilities and Equity - (Continued)

Receivables and Payables - All trade and property tax receivables are shown net of an allowance for
uncollectible amounts. The allowance for trade accounts receivable is computed based upon an estimate of
collections within each aging category. The allowance for property taxes receivable is based upon a composite
average of each delinquent tax year’s collections to the outstanding balance at the beginning of the fiscal year.

At June 30, 2008, receivables for the County's individual major funds and other governmental funds in the
aggregate including the applicable allowance for uncollectible accounts, are as follows:

Non Major
General EMS Governmental Total

Taxes $ 445684 $ 64,878 $ 30,368 §$ 540,930
Accounts 124,518 512,462 39,510 676,490
Gross 570,202 577,340 69,878 1,217,420
Less:

Allowance - taxes 22,284 3,244 1,518 27,046

Allowance - accounts - 475,000 - 475,000
Net receivables $ 547918 $ 99,096 $ 68360 § 715374

Property taxes become a lien on real estate and certain personal properties owned on the preceding December
31 of each County fiscal year ended June 30. These taxes are levied on or before October 31, and are due
without penalty through January 15. Penalties are added to the taxes depending on the date paid as follows:

January 15 through February 1 3% of tax
February 2 through March 18 10% of tax
March 19 and thereafter 15% of tax plus collection cost

The lien and collection date for motor vehicles is the last day of the month in which the motor vehicle license
expires. The County bills and collects its own property taxes. Property tax revenue is recognized when past
due and collectible within the current period or soon enough thereafter (defined as sixty days) to pay liabilities
of the current period. An allowance is provided for an estimated amount of taxes billed, which may ultimately
prove to be uncollectible. Deferred revenue (property taxes) represents that portion of property taxes which is
deemed not available to pay current expenses.

Short-term amounts owed between funds are classified as “due from other funds” or “due to other funds” on the
balance sheet.

Inventories - Since there are no material inventories, inventory items are recorded as an expenditure at the time
of purchase.

Capital Assets - Capital assets, which include property, plant equipment, and infrastructure assets (e.g., roads,
bridges, water & sewer systems, and similar items) are reported in the applicable governmental activities
columns in the government-wide financial statements. The County defines capital assets as assets with an
initial, individual cost of more than $5,000 and an estimated useful life in excess of three 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.

21-



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
Assets, Liabilities and Equity - (Continued)

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

Major outlays for capital assets are capitalized as the projects are constructed. Interest incurred during the
construction phase of proprietary capital assets is included as part of the capitalized value of the assets
constructed.

All reported capital assets other than land are depreciated. Improvements are depreciated over the remaining
useful lives of the related capital assets. Depreciation is computed using the straight-line method over the
following useful lives:

Governmental
Activities

Description Estimated Lives
Land improvements 15 years
Buildings 30 years
Building improvements 15 years
Vehicles 5 years
Furniture and equipment 3 - 10 years
Machinery and equipment 5 - 10 years
Water and sewer lines and systems 30 years
Public domain infrastructure 40 years
Software 3-10 years

County Council engaged an outside consultant to coordinate an initial inventory, valuation of the assets and
implementation of a fixed asset control system.

Compensated Absences - Employees with less than 10 years of service are allowed to carry over not more than
thirty (30) days unused annual leave each July 1. Employees with 10 years or more of service may carry over
no more than forty (40) days unused annual leave each January 1. Any employee who had more than the
maximum carryover amount on June 30, 1989, when this policy was implemented, was allowed to keep the
excess in a separate pool that will be paid to the employee upon separation from employment. Accumulated
unused annual leave is paid to employees upon separation from employment.

The County has accrued liability for accrued compensated absences which have been earned but not taken by
County employees based on the following criteria:

1. The County’s obligation relating to employees’ rights to receive compensation for future absences is
attributable to employees” service already rendered,

2. The obligation related to rights that vest or accumulate;

3. Payment of the compensation is probable; and

4. The amount can be reasonably estimated.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
Assets, Liabilities and Equity - (Continued)

Fund Balances, Equity and Net Assets - Reservations of fund balance represent amounts that are not
appropriated or are legally segregated for a specific purpose.

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of
related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of
any borrowings used for the acquisition, construction or improvement of those assets. Net assets are reported as
restricted when there are limitations imposed on their use either through the enabling legislation adopted by the
County or through external restrictions imposed by creditors, grantors or laws or regulations of other
governments.

Property Taxes - The County follows Governmental Accounting Standards Board (GASB) Statement Number
33, Accounting and Financial Reporting for Non-exchange Transactions to account for non-exchange revenues
that primarily consist of imposed non-exchange revenues or ad valorem taxes. Under the standard, a receivable
is recorded when an enforceable legal claim for property taxes has arisen and revenue is recognized when the
resources are available,

Interfund Activity - Reallocation of resources between funds of the reporting entity are classified as interfund
transfers and are reported as operating transfers. For purposes of the statement of activities, all interfund
transfers between individual governmental funds have been eliminated.

Operating Revenues and Expenses - Operating revenues are those revenues that result from providing services
and producing and delivering goods and/or services. It also includes all revenue and expenses not related to
capital and related financing, noncapital financing, or investing activities.

In the government-wide financial statements, expenses are classified by function. In the fund financial
statements, expenditures are classified as government funds by character.

Use of Estimates - The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect
the County’s financial position and results of operations and disclosure of contingent assets and liabilities.
Actual results could differ from those estimates.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Accounting - Annual budgets are adopted on a basis consistent with accounting principles generally
accepted in the United States of America for the general fund. Certain special revenue funds and capital
projects funds are budgeted over the life of the grant or project but are not formally approved by County
Council. Since grant periods may differ from the County’s fiscal year, a comparison of budgetary information
for the total special revenue and capital projects funds would not be meaningful. Formal budgetary policies are
not employed for the debt service funds because effective budgetary control is alternatively achieved through
debt provisions.

The following procedures are followed in establishing the budgetary data reflected in the financial statements:
1) Prior to the first Council meeting in June, the County Administrator submits to County Council a

proposed operating budget. The operating budget includes proposed expenditures and the means by
which financing will occur.
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IL.  STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY, (Continued)

2) Taxpayers are given the opportunity to comment on the proposed budget at a regularly scheduled open
Council meeting.

3) The budget is legally adopted, after three readings, prior to June 30.

4) Any budget revisions are approved by County Council. The County Administrator has the authority only
to reallocate the funds between line items within a department.

5) Formal budgetary integration is employed as a management control device during the year for the general
fund.

6) Budgets are adopted on a basis consistent with accounting principles generally accepted in the United
States of America.

7) Encumbrances are not recognized by the County and are not considered in the budgetary control process.

Encumbrances - The appropriations of the general fund and special revenue funds of the County lapse at
June 30 each year and the outstanding purchase orders, contracts and other commitments must be renewed.
Therefore, there are no reservations of the fund balances at year end for encumbrances. Lapsed appropriations
of the special revenue funds are reappropriated in the next budget year.

II. DETAILED NOTES ON ALL FUNDS
NOTE 1 - DEPOSITS AND INVESTMENTS

At June 30, 2008, the County’s cash and investments included demand deposits, U.S. Treasury obligations,
collateralized mortgage obligations, and local government pools. The cash balance was secured by Federal Deposit
Insurance Corporation (FDIC) or by collateral held by agents in the County’s name. The local government investment
pool is managed by the State of South Carolina.

Under State law, the County is authorized to hold funds in deposit accounts with banking institutions and invest
funds in the following items: obligations of the United States and agencies thereof, obligations of the State of South
Carolina or any of its political units, savings and loan associations to the extent insured by an agency of the federal
government, and/or certificates of deposit where the certificates are federally insured or collaterally secured by
collateral of the types in the previously mentioned items.

Custodial Credit Risk - Deposits - Custodial credit risk is the risk that in the event of a bank failure, the
County’s deposits may not be returned to it. The County does not have a deposit policy for custodial credit risk. At
June 30, 2008, the carrying amount of the County’s deposits was $21,339,468 and the bank balance was $21,501,441.
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IIl. DETAILED NOTES ON ALL FUNDS - (Continued)
NOTE 1 - DEPOSITS AND INVESTMENTS - (Continued)

State law requires that all of the County’s deposits be covered by FDIC insurance or by collateral held in the
pledging financial institutions’ trust departments in the County’s name. At June 30, 2008, all of the County’s bank
balance was insured or collateralized.

As of June 30, 2008, the County held the following investments:

Fair
Investment Type Value Maturities
South Carolina local government investment pool $ 7,742,490 N/A

Interest Rate Risk - The County does not have a formal policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk - The County has no investment policy that would further limit its investment choices other than
State law. As of June 30, 2008, the underlying security ratings of the County’s investment in the South Carolina
Local Government Investment Pool may be obtained from the LGIP’s complete financial statements. This
investment pool does not have a credit quality rating assigned. These financial statements may be obtained by
writing to the following address:

The State Treasurer’s Office

Local Government Investment Pool
Post Office Box 11778

Columbia, South Carolina 29211

Concentration of Credit Risk - The County places no limit on the amount the County may invest in any one
issuer.

NOTE 2 - INTERFUND ASSETS AND LIABILITIES

The balances of interfund receivables and payables at June 30, 2008 were as follows:

Receivable Fund Payable Fund Amount

General Fund Nonmajor Governmental h) 350,421
All of the above balances are scheduled to be collected in the subsequent year. The balances at June 30 resulted

from the time lag between the dates that interfund goods and services are provided or reimbursable expenditures
occur, transactions are recorded in the accounting system and payments between funds are made.
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IIIl.  DETAILED NOTES ON ALL FUNDS - (Continued)
NOTE 2 - INTERFUND ASSETS AND LIABILITIES - (Continued)

Any transactions to transfer revenues from the fund budgeted to receive them to the fund budgeted to expend

them are reported as transfers from and to other funds. Total transfers during the year ended June 30, 2008 consisted
of the following individual amounts:

Transfer In Fund Transfer Out Fund Amount

General Fund Nonmajor Governmental $ 31,843
Nonmajor Governmental General Fund 1,273,090
W.B. Brown Industrial Park General Fund 925,000

§ 2229933
NOTE 3 - DUE FROM OTHER GOVERNMENTAL UNITS

Amounts due from other governments at June 30, 2008 in the governmental type funds consisted of the
following:

State Federal Total
General Fund $ 663,932 § 30,000 $ 693,932
Nonmajor Governmental 574.034 218.449 792,483

§ 1237966 § __ 248449 § 1486415
NOTE 4 - CAPITAL ASSETS

The following is a summary of the changes in capital assets for the fiscal year ended June 30, 2008:

Balance, Balance,
June 30, 2007 Additions Reductions June 30, 2008
Not subject to depreciation
Land $ 13,158 $ 36,400 $ - $ 49,558
Construction in progress - 1,136,340 - 1,136,340
Total not subject to depreciation 13.158 1,172,740 - 1,185,898
Subject to depreciation
Land improvements 19,684,076 26,130 - 19,710,206
Buildings 11,545,463 54,756 (250,000) 11,350,219
Infrastructure 1,106,890 - - 1,106,890
Machinery and equipment 6,897,104 1,109,120 (217,437) 7,788,787
Software 330,159 - - 330.159
Total subject to depreciation 39,563,692 1,190,006 (467.437) 40,286,261
Accumulated depreciation (25.269.977) (1,976.125) 239.937 (27,006,165)
Total capital assets being

depreciated, net 14,293,715 (786.119) (227.500) 13,280,096

Net capital assets $ 14300873 § 386,621 h) (2275000 3 _ 14,465,994

Depreciation expense was allocated to programs of the primary government as follows:

General government $ 1,125256
Public safety 301,573
Public works and utilities 128,492
Health and welfare 385,247
Judicial 10,655

Cultural and recreation

24,902

$ 1.976,125
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III. DETAILED NOTES ON ALL FUNDS - (Continued)

NOTE S - CAPITAL LEASE

The County entered into a capital lease agreement to acquire $616,157 in various vehicles and heavy equipment
including a fire truck that was acquired at a cost of $209,154 on behalf of the Fairfield County Fire District (the
District), a component unit of the County. The fire truck will be used in the operations of the District.

The entire capital lease obligation of $616,157 has been recorded in the government-wide financial statements
of the County. The District will reimburse the County for a portion of the monthly lease payment estimated to be
attributable to the fire truck. As of June 30, 2008, the County recorded a due from the District of $167,059. Payments
on the lease did not begin until fiscal year 2008.

Capital lease machinery and equipment held by the County as of June 30, 2008 is as follows:

Machinery and equipment $ 407,003
Less: accumulated depreciation

131,780
Carrying value $ 275223

The future minimum lease obligations and the net present value of the minimum lease payments as of June 30,
2008 were as follows:

2009 $ 140,316
2010 140,316
2011 140,316
2012 140316

Total minimum lease payments 561,264
Less - amount representing interest

57758

Present value of minimum lease payments $ 503,506
Capital lease payable at June 30, 2008 is comprised of the following individual lease:

Lease purchase agreement with a bank entered into
July 2006 for $616,157, collateralized by
equipment. Annual payments of $140,316,
including principal and interest at 4.49%. This

agreement matures in July 2011. S 503,506

Annual requirements to amortize the capital lease outstanding at June 30, 2008, are as follows:

Year Ended
June 30 Principal Interest Total
2009 $ 117,709  § 22607 § 140,316
2010 122,994 17,322 140,316
2011 128,516 11,800 140,316
2012 134,287 6.029 140,316

$ 503506 § 57,758 S 561,264
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III. DETAILED NOTES ON ALL FUNDS - (Continued)

NOTE 6 - LONG-TERM LIABILITIES

The following is a summary of the changes in general long-term liabilities for the fiscal year ended June 30,
2008:

Balance, Balance, Dueinless  Due in more

June 30, 2007 __Additions Retirement  June 30,2008 than one vear than one year

General obligation

bonds $ 4,275,000 $ - § 920,000 $ 3,355,000 $ 920,000 $ 2,435,000
Notes payable 110,517 - 41,393 69,124 20,960 48,164
Capital lease 616,157 - 112,651 503,506 117,709 385,797
Accrued compensated

absences 530,781 25.941 21,581 535,141 25,176 509,965

Total long-term debt § 5532455 § 25941 § 1,005625 $ 4,462,771 $ 1,083.845 § 3378926

General obligation bonds consist of the following at June 30, 2008:

$4,500,000 1996 general obligation bonds due in annual
installments of $200,000 to $450,000 through March 1,
2011; interest at 5.0% to 7.0% $ 1,275,000

$2,600,000 general obligation bonds due in annual
installments of $520,000 through March 1, 2012; interest
at 3.89% 2,080,000

$ 3,355,000

The annual requirements to amortize all general obligation bonds outstanding at June 30, 2008, including
interest payments over the life of the debt are as follows:

Year Ended

June 30 Principal Interest Total
2009 $ 920,000 $ 144,662 $ 1,064,662
2010 945,000 104,434 1,049,434
2011 970,000 62,956 1,032,956
2012 520,000 20,283 540,283

§ 3355000  § 332335 3 _3.687.335

Notes payable at June 30, 2008 include the following:

$87,816 note payable due in annual installments of $5,130

through June 1, 2022; interest at 5.018% $ 50,747

$85,508 note payable due in annual installments of $19,062

through June 17, 2009; interest at 3.73% 18,377
§ 69,024

28-



L. DETAILED NOTES ON ALL FUNDS - (Continued)

NOTE 6 - LONG-TERM LIABILITIES - (Continued)

Future maturities of all notes payable outstanding at June 30, 2008 are as follows:

Year Ended

June 30 Principal Interest Total

2009 $ 20,960 $ 3,232 $ 24,192
2010 2,713 2,417 5,130
2011 2,849 2,281 5,130
2012 2,992 2,138 5,130
2013 3,142 1,988 5,130
Thereafter 36.468 9,704 46,172

§ 69124 § 21760 §__ 90884
NOTE 7 - NET ASSETS

Net assets represent the difference between assets and liabilities and were as follows:

Net Assets
Invested in capital assets, net of related debt:
Net capital assets $ 14,465,994
General obligation bonds (3,355,000)
Capital leases (503,506)
Notes payable (69,124)
Add: unspent bond proceeds 1,648,016
12,186,380
Restricted for capital activity and debt service:
Restricted cash and receivables
Debt service 96,229
Capital improvements 1,648,016
Less: unspent bond proceeds (1.648.016)
96,229
Unrestricted 16,576,785
Total net assets $ 28859394

NOTE 8 - RETIREMENT BENEFITS

Substantially all County employees are members of the South Carolina Retirement System (SCRS) and the South
Carolina Police Officer’s Retirement System (PORS), two of four defined benefit retirement systems maintained by
the Retirement Division of the State Budget and Control Board. Each system publishes its own component unit
financial statement report. The System provides retirement, death and disability benefits to State employees, public
school employees, and employees of counties, municipalities, and certain other State political subdivisions. The
System issues a publicly available Comprehensive Annual Financial Report that includes financial statements and
required supplementary information for the South Carolina Retirement System and Police Officers’ Retirement
System. That report may be obtained by writing the South Carolina Retirement System, Post Office Box 11960,
Columbia, South Carolina 29211-1960.
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IV. OTHER INFORMATION
NOTE 8 - RETIREMENT BENEFITS - (Continued)

Title 9 of the South Carolina Code of Laws of 1976 (as amended) prescribes requirements relating to membership,
benefits, and employee/employer contributions for each system. The following summarizes the requirements for
SCRS and PORS.

SCRS is a cost-sharing multiple-employer pension system that benefits employees of public schools, the State and
its political subdivisions. Membership is required as a condition of employment. Both employers and employees
must contribute. Employees contribute at 6.5% (6.5% and 6.25% for the years ended June 30, 2007 and 2006,
respectively) and employers at 9.06% (8.05% and 7.55% for the years ended June 30, 2007 and 2006, respectively).
In addition to the above rates, participating employers of SCRS contribute .15% of payroll to provide group life
insurance benefit for their participants. Benefits vest after five years of service. Vested members who retire at age
sixty-five or with twenty-eight years of service at any age receive an annual benefit, payable for life. The benefit is
based on length of service and on average final compensation, an annualized average of the employee’s highest twelve
consecutive quarters’ compensation. The annual benefit amount is 1.82% of average final compensation times years
of credited service. Reduced benefits are payable as early as age sixty.

PORS is a cost-sharing multiple-employer pension system that benefits all full-time County employees whose
principal duties are the preservation of public order, protection, or prevention and control of property destruction by
fire. Membership is required as a condition of employment. Both employers and employees must contribute.
Employees contribute at 6.5% and employers at 10.3%. In addition to the above rates, participating employers of
PORS contribute .20% of payroll to provide a group life insurance benefit and another .20% to provide accidental
death coverage for their participants. Employees who retire at 55 or with 25 years of credited service are entitled to a
retirement benefit, payable monthly for life, equal to 2.14% of average final compensation multiplied by the number of
years of credited service. Benefits fully vest on reaching 5 years of service.

The SCRS and PORS do not separately measure assets and pension benefit obligations for individuals’
employers. Under Title 9 of the South Carolina Code of Laws, the County’s liability under the plan is limited to
amounts contributed. Accordingly, the County recognizes no contingent liability for unfunded costs associated with
participation in the plan.

The State’s consulting actuary determines employer contributions for all four systems. The systems use the
projected benefit method with entry age normal cost and benefits and allocate pension cost to each year as a level
percentage of salary. In determining funding requirements, the actuary uses the same actuarial assumptions as those
used to calculate the pension benefit obligation, with the following assumptions: (1) post-retirement benefit increases
were projected for retired members and members eligible to retire; and (2) net assets attributable to group life
insurance were excluded.

The following provides a summary of the County’s retirement plan contributions at June 30, 2008 (includes
group life insurance for both plans and accidental death insurance for the Police Plan).

Year Ended Employee Employer Total

June 30, Plan Contributions Contributions Contributions
2008 Regular $ 431,943 ) 614,867 $ 1,046,810
Police 171,858 282,904 454,762

2007 Regular 401,809 510,027 911,836
Police 167,054 274,997 442,051

2006 Regular 383,270 474,352 857,622
Police 167,288 275,381 442,669
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IV. OTHER INFORMATION

NOTE 8 - RETIREMENT BENEFITS - (Continued)

Employees eligible for service retirement may participate in the Teacher and Retiree Incentive Program (TERI).
TERI participants may retire and begin accumulating retirement benefits on a deferred basis without terminating
employment for up to five years. Upon termination of employment or at the end of the TERI period, whichever is
carlier, participants will begin receiving monthly service retirement benefits which will include any cost of living
adjustments granted during the TERI period. Because participants are considered retired during the period, they do
not make SCRS contributions, do not earn service credit, and are ineligible to receive group life insurance benefits or
disability retirement benefits. Effective July 1, 2006, TERI participants who entered the program before July 1, 2005
do not have to contribute to SCRS as long as they are covered under the TERI program.

NOTE 9 - DEFERRED COMPENSATION/SALARY DEFERRAL PLAN

Several optional deferred compensation plans are available to County employees. Certain employees of Fairfield
County have elected to participate. The multiple-employer plans, created under Internal Revenue Code Sections 457,
401(k) and 403(b) are accounted for as agency funds of the State and included in the Comprehensive Annualized
Financial Report of the State of South Carolina. Employees may withdraw the current value of their contributions
when they terminate County employment. Employees may also withdraw contributions prior to termination if they
meet requirements specified by the applicable plan.

Compensation deferred under the Section 401(k) and 403(b) plans are placed in trust for the contributing
employee. The State has no liability for losses under the plans. Under the Section 457 plan, all deferred
compensation plan amounts and earnings remain assets of the State subject to the claims of the employer’s general
creditors, one of whom is the employee participant. It is unlikely, however, that the State would ever use plan assets to
satisfy claims of the State’s general creditors. The portion of assets of the Section 457 plan to which the State has
access is disclosed in its financial report.

NOTE 10 - POST RETIREMENT HEAL TH INSURANCE BENEFITS

Fairfield County provides post retirement health insurance benefits to certain retired County employees. All
former permanent full-time and certain permanent part-time employees of Fairfield County are eligible to receive these
benefits upon meeting one or more of the eligibility requirements, such as age, length of service, and hire date.
Fairfield County recorded employer contributions expenditures related to these benefits in the amount of
approximately $136,964 for the year ended June 30, 2008.

NOTE 11 - RISK MANAGEMENT

The County is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; and job related illnesses and accidents. The County pays premiums to a public entity risk pool
for workman’s compensation insurance and to the State Accident Fund for all other forms of coverage. The public
entity risk pool and the State Accident Fund 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. Management
believes such coverage is sufficient to preclude any significant uninsured losses for the covered risks. There has been
no significant reduction in coverage and amounts of settlements have not exceeded coverage in any of the last three
years.
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IV. OTHER INFORMATION - (Continued)
NOTE 12 - COMMITMENTS

The County is obligated under a transfer station service agreement with a provider of rural trash collection
services. This contract is for ten years with five year renewal options and requires payments based on a per ton fee for
solid waste delivered for disposal. During the year ended June 30, 2008, the County incurred costs totaling $555,917
(net of user fees) under this agreement.

The majority of the County’s facilities are owner-occupied buildings. The County is obligated under certain
operating leases for additional office space. The obligations under these leases are not considered significant for
financial reporting purposes.

The County is obligated under certain maintenance agreements for continued service to office machinery, data
processing equipment and software. Each contract is evaluated annually and a decision is made to either continue the
service or let the maintenance agreement lapse. For the year ended June 30, 2008, the total cost included in the
financial statements of Fairfield County was approximately $215,817.

The County is obligated under certain insurance policies to provide coverages for such things as tort liability,
unemployment insurance, flood insurance, fire insurance, heavy equipment floater insurance, automobile
comprehensive and collision insurance, and contents insurance for various County owned buildings. Each policy is
renewable upon the anniversary date.

NOTE 13 - ECONOMIC DEPENDENCY

The County received a substantial portion of its property tax revenues from a single taxpayer, South Carolina
Electric and Gas (SCANA Corporation). Of the total property tax revenues of $16,530,827 recorded in the general
fund in the 2007-2008 fiscal years, $7,144,815 was generated from SCANA Corporation due to its operation of the
VC Summer Nuclear Plant. This represents 43% of total property tax revenues collected. Consequently, the funding
of County operations is heavily dependent on property tax revenues collected from SCANA Corporation.

NOTE 14 - INVESTMENT - LAND AND BUILDING

During the fiscal year 2008, the County acquired land for the construction of a building within the W.B. Brown
Industrial Park. As of June 30, 2008, the building was substantially completed with project costs totaling $1,164,134.
The County intends to sell the building to a private company which would potentially contribute to the County's
property tax base and its overall economic development. As of the date of this report, the building was listed for sale.

Because the building was constructed for future sale rather than for use in County operations, the cost of the land
and building as of June 30, 2008 has been reported as an investment and not an addition to capital assets.

NOTE 15 - PRIOR PERIOD ADJUSTMENT

At June 30, 2008, the County reported a refund due to taxpayers in the amount of $1,237,162. This refund was
substantially paid to taxpayers through a credit included in all applicable 2007 tax bills. The credit reduced taxes
collected during fiscal year 2007 by $1,150,776. The reduced collections were recorded as a decrease to property tax
revenue for fiscal year 2007 rather than a reduction in the amount due to taxpayers. As a result, the amount due to
taxpayers and property tax revenue were overstated and understated, respectively by $1,150,776 as of and for the year
ended June 30, 2007.

The County has recorded a prior period adjustment related to the above condition to increase net assets and fund
balance, respectively, as of June 30, 2007 by $1,150,776.
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FAIRFIELD COUNTY
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

For the fiscal year ended June 30, 2008

REVENUES
Taxes
Sales tax
Intergovernmental
Licenses, permits, fines and fees
Charges for services
Investment income
Miscellaneous

Total revenues

EXPENDITURES

General government
County Council
County Attorney
County Administrator
Finance
Human resources
Purchasing
Data processing
General operating
Tax assessor
Tax collector
Building maintenance
Planning and building
Transit
Economic development
Auditor
Treasurer
Voter registration / Election Commission
Veterans Affairs
Delegation
Building improvements
Airport Commission

Total general government

Public safety
Sheriff
Detention center
Animal control
Coroner

Total public safety

Public works and utilities
Road maintenance division

Total public works and utilities

Health and welfare
Fairfield County Department of Social Services
Emergency medical management
Solid waste

Total health and welfare

Budgeted Amounts

Schedule 1

Variance with

Original Final Actual Final Budget
$ 15,683,771 $ 15,683,771 $ 16,530,827 847,056
863,475 863,475 1,376,688 513,213
1,178,030 1,178,030 1,487,219 309,189
663,000 663,000 853,332 190,332
346,970 346,970 553,438 206,468
405,000 405,000 373,978 (31,022)
37,281 37,281 210,270 172,989
19,177,527 19,177,527 21,385,752 2,208,225
284,206 284,206 280,933 3,273
110,805 127,491 127,486 5
217,988 219,404 219,394 10
447,180 479,071 479,063 8
239,116 281,711 278,361 3,350
147,615 147,415 141,239 6,176
355,292 362,892 352,533 10,359
2,471,712 1,786,727 1,524,910 261,817
270,982 284,383 284,367 16
109,878 117,499 117,495 4
381,252 384,146 383,861 285
237,779 237,154 229,943 7,211
137,306 137,306 129,629 7,677
136,424 135,424 110,435 24,989
106,170 106,170 92,924 13,246
128,573 128,573 127,606 967
132,570 167,671 167,665 6
75,183 76,787 76,782 5
2,524 2,538 2,538 -
237,500 237,500 82,978 154,522
47,350 47,350 43,791 3,559
6,277,405 5,751,418 5,253,933 497,485
2,629,837 2,778,024 2,769,558 8,466
1,520,194 1,555,226 1,555,206 20
92,627 114,498 114,485 13
55,806 63,956 63,945 11
4,298,464 4,511,704 4,503,194 8,510
1,189,888 1,239,431 1,238,835 596
1,189,888 1,239,431 1,238,835 596
61,600 61,600 60,368 1,232
609,359 609,359 586,327 23,032
1,729,019 1,765,992 1,765,557 435
2,399,978 2,436,951 2,412,252 24,699
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BUDGETARY COMPARISON SCHEDULE

EXPENDITURES, Continued

Judicial
Probate Judge
Clerk of Court
Family court
Magistrates

Total judicial

Cultural and recreation
Recreation association
Recreation department

Total cuitural and recreation

Non-departmental allocations
Total expenditures
Excess of revenues over expenditures

OTHER FINANCING SOURCES (USES)
Proceeds from sale of capital assets
Transfers in
Transfers out

Total other financing sources (uses)

Net change in fund balance

FUND BALANCE, BEGINNING OF YEAR,
AS ORIGINALLY STATED

Restatement

FUND BALANCE, BEGINNING OF YEAR,
AS RESTATED

FUND BALANCE, END OF YEAR

FAIRFIELD COUNTY

GENERAL FUND

For the fiscal year ended June 30, 2008

Budgeted Amounts

Schedule 1

Variance with

Original Final Actual Final Budget
138,264 143,949 143,941 8
269,015 268,165 251,949 16,216
114,203 117,576 117,573 3
466,731 466,731 415,588 51,143
988,213 996,421 929,051 67,370
113,562 113,562 45,232 68,330
530,564 567,493 654,426 (86,933)
644,126 681,055 699,658 (18,603)

2,310,042 2,491,136 2,481,005 10,131
18,108,116 18,108,116 17,517,928 590,188
1,069,411 1,069,411 3,867,824 2,798,413
275,000 275,000 844,913 569,913
- - 31,843 31,843
(1,369,411 (1,369,411) (2,198,090} (828,679)
(1,094,411 (1,094,411) (1,321,334) (226,923)
(25,000) (25,000) 2,546,490 2,571,490
7,130,172
1,150,776
8,280,948
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FAIRFIELD COUNTY Schedule 2

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2008
Nonmajor Nonmajor Total
Nonmajor Special Capital Nonmajor

Debt Revenue Project Governmental

Service Funds Funds Funds

ASSETS

Cash and cash equivalents $ 67,379 $ 2,475,840 $ 248,533 $ 2,791,752
Taxes receivable, net 28,850 - - 28,850
Accounts receivable, net - 39,510 - 39,510
Due from other governmental units - 732,010 60,473 792,483
Prepaid expenses - 11,255 - 11,255
Total assets $ 96,229 $ 3,258,615 $ 309,006 $ 3,663,850

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable b - $ 67,662 $ 14,407 $ 82,069
Accrued expenses - 28,528 - 28,528
Deferred revenue 14,108 3,470 - 17,578
Due to general fund - 550,421 - 550,421
Total liabilities 14,108 650,081 14,407 678,596
Fund balances:
Unreserved, undesignated 82,121 2,608,534 294,599 2,985,254
Total fund balances 82,121 2,608,534 294,599 2,985,254
Total liabilities and fund balances $ 96,229 $ 3,258,615 3 309,006 $ 3,663,850
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FAIRFIELD COUNTY Schedule 3
COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the year ended June 30, 2008

Nonmajor Nonmajor Total
Nonmajor Special Capital Nonmajor
Debt Revenue Project Governmental
Service Funds Funds Funds
REVENUES
Taxes $ 1,113,488 $ 100,793 $ - § 1,214,281
Intergovernmental - 1,776,803 1,366,280 3,143,083
Licenses, permits, fines and fees - 273,873 - 273,873
Charges for services - 347,321 - 347,321
Miscellaneous - 168,112 - 168,112
Total revenues 1,113,488 2,666,902 1,366,280 5,146,670
EXPENDITURES
General government - 1,145,680 5,590 1,151,270
Public safety - 163,028 - 163,028
Public works and utilities - 913,263 1,366,280 2,279,543
Health and welfare - 923,169 - 923,169
Judicial - 90,844 - 90,844
Cultural and recreation - 108,017 - 108,017
Non-departmental allocations - 96,916 - 96,916
Debt service
Principal retirement - general obligation bonds 920,000 - - 920,000
Interest and fiscal charges 157,321 - - 157,321
Total expenditures 1,077,321 3,440,917 1,371,870 5,890,108
Excess (deficiency) of revenues
over (under) expenditures 36,167 (774,015) (5,590) (743,438)
OTHER FINANCING SOURCES (USES)
Proceeds from sale of capital assets - 7,736 - 7,736
Transfers in - 973,090 300,000 1,273,090
Transfers out - (31,843) - (31,843)
Total other financing sources (uses) - 948,983 300,000 1,248,983
Net change in fund balances 36,167 174,968 294,410 505,545
FUND BALANCES, BEGINNING OF YEAR 45,954 2,433,566 189 2,479,709
FUND BALANCES, END OF YEAR $ 82,121 $ 2,608,534 $ 294,599 $ 2,985,254
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FAIRIFIELD COUNTY Schedule 4
COMPARATIVE BALANCE SHEETS

GENERAL FUND
JUNE 30,
2008 2007
(Restated)
ASSETS
Cash and cash equivalents $ 10,637,006 $ 7,918,733
Taxes receivable, net 423,400 363,865
Accounts receivable, net 124,518 133,156
Due from other funds 550,421 1,047,394
Due from component unit 167,059 209,154
Due from other governmental units 693,932 647,826
Prepaid expenses 139,694 64,111
Total assets $ 12,736,030 $ 10,384,239
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 5 393,443 $ 380,303
Accrued expenses 402,631 432,239
Deferred revenue 185,793 90,755
Due to tax payers 7,182 86,386
Due to other agencies 241,201 43,848
Due to component units 666,710 1,046,068
Due to other governmental units 11,632 23,692
Total liabilities 1,908,592 2,103,291
Fund balances:
Unreserved, designated for 4,160,000 4,160,000
Unreserved, undesignated 6,667,438 4,120,948
Total fund balances 10,827,438 8,280,948
Total liabilities and fund balances $ 12,736,030 $ 10,384,239
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FAIRFIELD COUNTY Schedule 5
COMPARATIVE SCHEDULE OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE

GENERAL FUND
For the years ended
June 30,
2008 2007
(Restated)
REVENUES
Taxes $ 16,530,827 $§ 15,393,695
Sales tax 1,376,688 1,353,685
Intergovernmental 1,487,219 1,452,787
Licenses, permits, fines and fees 853,332 , 875,443
Charges for services 553,438 576,126
Investment income 373,978 576,506
Miscellaneous 210,270 146,950
Total revenues 21,385,752 20,375,192
EXPENDITURES
General government 5,253,933 5,073,537
Public safety 4,503,194 4,420,583
Public works and utilities 1,238,835 1,097,052
Health and welfare 2,412,252 2,815,188
Judicial 929,051 874,429
Cultural and recreation 699,658 289,299
Non-departmental allocations 2,481,005 1,671,364
Total expenditures 17,517,928 16,241,452
Excess revenues over expenditures 3,867,824 4,133,740
OTHER FINANCING SOURCES (USES)
Dissolution of recreation commission
component unit - 398,114
Capital leases issued - 390,645
Proceeds from sale of capital assets 844,913 -
Transfers in 31,843 117,515
Transfers out (2,198,090) (1,410,713)
Total other financing uses (1,321,334) (504,439)
Net change in fund balances 2,546,490 3,629,301
FUND BALANCE, JULY 1 8,280,948 4,651,647
FUND BALANCE, JUNE 30 $ 10,827,438 $ 8,280,948
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FAIRFIELD COUNTY Schedule 8

COMBINING BALANCE SHEET
NONMAIJOR CAPITAL PROJECT FUNDS
JUNE 30, 2008
Total
Road Capital Nonmajor
Improvement Project Capital Project
Program McMaster Funds
ASSETS
Cash and cash equivalents $ 53,932 $ 194,601 $ 248,533
Due from other governmental units 60,473 - 60,473
Total assets $ 114,405 $ 194,601 $ 309,006
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 14,216 $ 191 $ 14,407
Total liabilities 14,216 191 14,407
Fund balances:
Unreserved, undesignated 100,189 194,410 294,599
Total fund balances 100,189 194,410 294,599
Total liabilities and fund balances M 114,405 $ 194,601 $ 309,006
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FAIRFIELD COUNTY Schedule 9
COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAIJOR CAPITAL PROJECT FUNDS
For the year ended June 30, 2008
Total
Road Capital Nonmajor
Improvement Project Capital Project
Program McMaster Funds
REVENUES
Intergovernmental $ 1,366,280 $ - $ 1,366,280
Total revenues 1,366,280 - 1,366,280
EXPENDITURES
General government - 5,590 5,590
Public works and utilities 1,366,280 - 1,366,280
Total expenditures 1,366,280 5,590 1,371,870
Excess (deficiency) of revenues
over (under) expenditures - (5,590) (5,590)
OTHER FINANCING SOURCES (USES)
Transfers in 100,000 200,000 300,000
Total other financing sources (uses) 100,000 200,000 300,000
Net change in fund balances 100,000 194,410 294,410
FUND BALANCES, BEGINNING OF YEAR 189 - 189
FUND BALANCES, END OF YEAR $ 100,189 $ 194,410 $ 294,599
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REVENUES
Federal
State

Medicaid collections

Farebox
Contract
Other

FAIRFIELD COUNTY
SCHEDULE OF REVENUES AND EXPENDITURES
AND CHANGES IN FUND BALANCE
TRANSIT SYSTEM
For the fiscal year ended June 30, 2008

Total revenues

EXPENDITURES

Administration

Salaries and fringe benefits
Consulting

Printing and binding
Office supplies

Travel

Utilities

Insurance

Telephone

Equipment maintenance
Rental

Other
Total administration

Operations

Salaries and fringe benefits
Vehicle services

Other supplies

Insurance

Medical fees

Rental

Total operations

Medicaid

Salaries and fringe benefits
Consulting

Printing and binding

Other supplies

Insurance

Telephone

Medical fees

Rental
Other

Total medicaid
Total expenditures

(Deficiency) of revenues over expenditures
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Schedule 10

$ 129,148
51,238
331,212
4,470

5,739

446

522,253

111,158
400
222
282

99
6,073
10,714
4,030
1,622
118

341

135,059

134,581
1,016
85,344
5,976
98
2,426

229,441

211,673
15,793
134
3,616
6,272
1,609
334
63,801
1,920

305,152

669,652

(147,399)

(Continued)



OTHER FINANCING SOURCES
Transfer in

Total other financing sources
Net change in fund balance

FUND BALANCE, JULY 1

FUND BALANCE, JUNE 30

FAIRFIELD COUNTY
SCHEDULE OF REVENUES AND EXPENDITURES
AND CHANGES IN FUND BALANCE
TRANSIT SYSTEM
For the fiscal year ended June 30, 2008

Schedule 10

146,041
146,041

(1,358)

174,664

173,306



FAIRFIELD COUNTY

VICTIMS SERVICE FUNDS
For the fiscal year ended June 30, 2008

COURT FINES

Collected
Retained by County

COURT ASSESSMENTS

Collected
Retained by County

COURT SURCHARGES

Collected
Retained by County

VICTIMS SERVICES

Court assessments
Court surcharges

Allocated to Victims Services
Victims Services expenditures

Deficiency of revenues under expenditures

FUND BALANCE, JUNE 30, 2007

FUND BALANCE, JUNE 30, 2008
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SCHEDULE OF COURT FINES, SURCHARGES AND ASSESSMENT ACTIVITY

$

Schedule 11

323,420

48,429

274,991

46,114

22,159

23,955

18,319
13,522

4,797

62,678
8,868

71,546

82,341

(10,795)

222,726

3

211,931



FAIRFIELD COUNTY Schedule 12
COMPUTATION OF LEGAL DEBT MARGIN

JUNE 30, 2008

Assessed value (1) $ 125,018,779
Debt limit - 8% of assessed value (2) 5 10,001,502
Amount of debt applicable to debt limit (3):

Total bonded debt $ 3,355,000

Less: Debt service funds available 82,121
Total debt applicable to debt limit 3,272,879
Legal debt margin $ 6,728,623

NOTES:

1) The assessed valuation shown is the assessed value at December 31, 2006 used for 2007 property tax
computations.

2) The legal debt limit is controlled by Article X, Section 14 of the Constitution of the State of South
Carolina.

3
The legal debt limit governed by Article X of the Constitution of the State of South Carolina provided
that each county, township, school district, municipal or subdivision may issue bonded indebtedness up
to eight percent of the assessed value of all corporation or political division property therein. The debt
limit of eight percent can be exceeded only after a referendum of the voters is affected.
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SINGLE AUDIT SECTION




ElliottDavis
Accountants and Business Advisors

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

Fairfield County Council
Fairfield County
Winnsboro, South Carolina

We have audited the financial statements of the governmental activities, each major fund and the aggregate remaining
fund information of Fairfield County, South Carolina (the County) as of and for the year ended June 30, 2008, which
collectively comprise the County’s basic financial statements, and have issued our report thereon dated December 1,
2008. 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 the County’s internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the County’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the County's internal control over
financial reporting,.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies in internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency 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 misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity's
financial statements that is more than inconsequential will not be prevented or detected by the entity's internal
control. We consider the deficiencies described in the accompanying schedule of findings and questioned costs as
items 2008-1 and 2008-2 to be significant deficiencies in internal control over financial reporting.
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. We consider one of the significant deficiencies described above to be a
material weakness. The material weakness is described in the accompanying schedule of findings and questioned
costs as item 2008-2.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the County'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 not express such an opinion. The results of our tests disclosed no instances of
noncompliance that is required to be reported under Government Auditing Standards.

This report is intended for the information of the County Council, management, 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.

Qi Dowia, Lo

Columbia, South Carolina
December 1, 2008

-54-



ElliottDavis
Accountants and Business Advisors

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Fairfield County Council
Fairfield County
Winnsboro, South Carolina

COMPLIANCE

We have audited the compliance of Fairfield County (the County) 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, 2008. The County’s major federal
programs are identified in the summary of auditors’ 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 the County's management. Our responsibility is to express an
opinion on the County's compliance based on our audit.

We conducted our audit of compliance in accordance 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 States, 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 federal program occurred. An audit includes examining, on a test
basis, evidence about compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does
not provide a legal determination of the County's compliance with those requirements.

In our opinion, the County complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2008.

INTERNAL CONTROL OVER COMPLIANCE

The management of the County is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In planning
and performing our audit, we considered the County's internal control over compliance with 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 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
the County’s internal control over compliance.

-55-

www.elliottdavis.com



A control deficiency in an entity's internal control over compliance 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 noncompliance with a type of compliance requirement of a federal program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity's ability to administer a federal program such that there is more than a remote likelihood that noncompliance
with a type of compliance requirement of a federal program that is more than inconsequential will not be prevented
or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal program
will not be prevented or detected by any entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be 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 for the information of the County Council, management and federal and state awarding
agencies and pass through entities and is not intended to be and should not be used by anyone other than these

specified parties.
Qlistt Dawra, L-&

Columbia, South Carolina
December 1, 2008
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FAIRFIELD COUNTY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended June 30, 2008

I. SUMMARY OF AUDITORS’ RESULTS

Financial Statements

(a.) Type of auditors’ report: Unqualified
(b)) Internal control over financial reporting:
1) Material weaknesses identified: One
2) Significant deficiencies identified that are not
considered to be material weaknesses: One
(c.) Noncompliance material to financial statements: None noted
Federal Awards
(a.) Internal control over major programs:
1) Material weaknesses identified: None noted
2) Significant deficiencies identified that are not
considered to be material weaknesses: None noted
(b.) Type of auditors’ report issued on compliance for major programs: Unqualified
(c) Audit findings that are required to be reported in accordance
with Section 510(a) of Circular A-133: None noted
(d.) Identification of major program:
Name of federal
CFDA Numbers program or cluster
14.228 Fish Hook Road Housing Rehabilitation Project
17.258 Workforce Investment Act - Adult
(e.) Dollar threshold used to distinguish between type A and type B Programs: $300,000
(f.) Auditee qualified as low risk auditee? No
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FAIRFIELD COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended June 30, 2008

II. FINDINGS RELATING TO THE BASIC FINANCIAL STATEMENTS REPORTED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS:

2008-1 Financial System Environment
Significant Deficiency

Condition: The following control deficiencies were noted in connection with information technology (IT)
security features surrounding the County's general ledger system:

e  Users are not required to periodically change their passwords
e Users are not required to set passwords with a minimum number of characters

® Access to the County's general ledger is not sufficiently limited. Sixty-seven of the 175 user
identifications (ID's) existing in the County's general ledger system have "all object" access which is the
most extensive access level.

Criteria: Internal controls over IT Systems should be in place and operating effectively as part of the County's
overall internal control over financial reporting,

Effect: Users of the general ledger system may have access to functions that do not match their training,
experience and job responsibilities.

Recommendation: Security features surrounding the County's general ledger system should be strengthened to
include the following:

* The County's password policy should be revised to require that users (1) periodically change their
passwords, and (2) utilize a minimum number of characters when setting passwords.

*  Access to the County's general ledger should be limited according to a user's training, experience and job
responsibilities.

® A periodic review should be performed to ensure that a user's level of access is conducive to his or her
training, experience, and job responsibilities.

2008-2 Reconciliation of General Ledger Accounts
Material Weakness

Condition: At June 30, 2006, the County reported a refund due to taxpayers in the amount of $1,237,162. This
refund was substantially paid to taxpayers through a credit included in all applicable 2007 tax bills. This credit
reduced taxes collected during fiscal year 2007 by $1,150,776. The reduced collections were recorded as a
decrease to property tax revenue for fiscal year 2007 rather than a reduction in the amount due to taxpayers. As a
result, the amount due to taxpayers and property tax revenue were overstated and understated, respectively by
$1,150,776 as of and for the year ended June 30, 2007.

In addition, we noted an agency fund bank account that was not recorded in the general ledger.
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FAIRFIELD COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended June 30, 2008

2008-2 Reconciliation of General Ledger Accounts (Continued)

Criteria: Sufficient monitoring of existing bank accounts and general ledger balance sheet accounts.

Effect. Fund balance in the County's general fund was understated by a material amount as of June 30, 2007.
Also, bank activity and a reconciled carrying balance related to the above mentioned bank account were not
recorded in the general ledger.

Recommendation: As part of its monthly general ledger closing process, the County should review all balance
sheet accounts in each of its funds to ensure that all account balances are properly reconciled to supporting detail
and adjusted as necessary.

Also, all bank and investment accounts in the name of the County should be reconciled to the general ledger on a
monthly basis.

ITII. FINDINGS AND QUESTIONED COSTS RELATING TO FEDERAL AWARDS

NONE
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FAIRFIELD COUNTY
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the year ended June 30, 2008

FINDINGS - FINANCIAL STATEMENTS AUDIT

2007-1 Preparation of Financial Statements
Significant Deficiency

Condition: In May 2006, the AICPA issued Statement on Auditing Standards No. 112, Communicating Internal
Control Related Matters Identified in an Audit. This standard, which became effective for the County's 2007 financial
statement audit, emphasizes the need for the County to have internal controls over financial reporting in place that will
provide reasonable assurance that the County's financial statements are prepared in accordance with generally
accepted accounting principles (GAAP). In order for these controls to be effective, County personnel needs to take a
more active role in preparing the County's financial statements in accordance with GAAP.

Corrective Action Taken: Management was an active participant and producer of the current year financial
statements and related note disclosures.

2007-2 Bank Accounts and Transfers
Material Weakness

Condition: The Treasurer's office maintains multiple bank accounts for individual funds and performs more bank
transfers than are necessary to accurately record cash receipts and disbursements on a monthly basis.

Corrective Action Taken: The Treasurer's Office closed three bank accounts during the current year.

2007-3 Material Weakness

Condition: The County's EMS fund has been incorrectly classified as an agency fund in prior period financial
statements.

Corrective Action Taken: Management has stated they have fully reviewed all funds' nature and activity and noted
they are properly disclosed within the financial statements.
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FAIRFIELD COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the fiscal year ended June 30, 2008

Federal
CFDA Total
Federal Grantor/Pass-Through Grantor/Program Title Number Expenditures
U.S. DEPARTMENT OF HOUSING & URBAN DEVELOPMENT
Passed through S.C. Department of Commerce
Fish Hook Road Housing Rehabilitation 14.228 $ 156,726
Total U.S. Department of Housing & Urban Development 156,726

U.S. DEPARTMENT OF TRANSPORTATION
Passed through Urban Mass Transit Administration

S.C. Department of Highways & Public Transportation

Federal Transit Capital and Operating Assistance 20.507 129,148
Passed through Federal Aviation Administration
S.C. Department of Commerce/Division of Aeronautics

Airport Improvement Program 20.106 14,163
Total U.S. Department of Transportation 143,311

U.S. DEPARTMENT OF JUSTICE

Passed through S.C. Law Enforcement Division
Sheriff JAG Grant 16.738 15,283

Total U.S. Department of Justice 15,283

U.S. DEPARTMENT OF LABOR
Passed through S.C. Employment Security Commission

Workforce Investment Act-Adult 17.258 149,874
Workforce Investment Act-Dislocated Workers 17.260 33,436
Total U.S. Department of Labor 183,310

U.S. DEPARTMENT OF AGRICULTURE
National Forest Funds 10.670 36,113
Total U.S. Department of Agriculture 36,113

FEDERAL EMERGENCY MANAGEMENT AGENCY
Passed through S.C. Adjutant General's Office

Emergency Management Performance Grant 97.042 14,356
Emergency Management Planning Grant 97.042 12,179
Total Federal Emergency Management Agency 26,535

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION
Passed through S.C. Budget and Control Board, Office of Geodetic Survey
Geodetic surveys and services 11.400 3,000

Total National Oceanic and Atmospheric Administration 3,000

INSTITUTE FOR MUSEUM AND LIBRARY SERVICES

Museum for America 45.301 24,565
Total Institute for Museum and Library Services 24,565
Total federal awards (accrual basis of accounting) M 588,843
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