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December 4, 2007

The Honorable Mayor, Members of the
Town Council, Town Manager, and
Citizens of the Town of Hilton Head Island:

The Comprehensive Annual Financial Report of the Town of Hiton Head Island, South Carolina, {the
Town) for the fiscal year ended June 30, 2007, is submitted in accordance with South Carolina Code
Ann,, Section 5-7-240 that requires an annual audit of the books of account and financial records
of the Town. Management assumes full responsibility for the completeness and reliability of all
information presented in this report, based upon a comprehensive framework of internal control that it
eslablished for this purpose. Because the cost of intemal controls should not oubweigh their anticipated
benefits, the objective is to provide reasonable rather than absolute assurance that the financial
statements are free of any material misstatements.

ElliottDavis, LLC, have issued an unqualified (“clean”) opinion on the Town of Hilten Head [sland’s
financial statements for the year ended .June 30, 2007. The independent auditor's report is located at
the front of the financial section of this report.

Management's discussion and analysis (MD&A) immediately follows the independent auditor's report
and provides a narrative introduction, overview and analysis of the basic financial statements. MD&A
complements this letter of transmittal and should be read in conjunction with it.

FProfule of #elton #Heaq Islang

The Town of Hilton Head Island, incorporated 1983, is a barrier island on the Atlantic coast of
South Carolina. The island is located about 30 miles from Savannah, Georgia, and about 90 miles
from Charleston, South Carclina. Approximately 54 square miles in area, the island is about 12
miles long and & miles wide. A four-lane bridge over the Intercoastal Waterway connects the
island with the mainland. The Town has jurisdiction over the entire island except for Mariner's
Cove, Blue Heron Point, and Windmill Harbor. The Town is empowered to levy a property tax on
both real and personal property located within its boundaries.

The Town of Hilton Head island operates under the council manager-form of government, Policy-
making and legislative authority are vested in a governing council {Council} consisting of a mayor
and six (6) other members. The Council appoints the government’s manager, who in turn
appoints the heads of the various departments. The mayor and each member of council shall be
elected for a term of office of four (4) vears.

The Town was incorporated under a concept of "Limited Services" government for growth
management to provide services of land planning and inspections. To keep the cost of this
government low and to avoid duplication of services, contractual arrangements were made with
the County to provide for the services of police and property tax billing and collections.

The annua! budget serves as the foundation for Hilton Head Island’s financial planning and control.
The Town Council formally adopts the budget and legally aliocates, or appropriates, available monies
for the Town's various funds. Therefore, these funds have appropriated budgets, and budget to actual
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information is presented. On or before the second regular Council meeting in June, the Town Manager
submits to the City Council a proposed budget for the fiscal year commencing the following July 1. The
budget includes proposed expenditures and the means of financing them. Two public hearings are
held prior to the budget's final adoption in order to obtain taxpayer comments. In June, the budget is
legally enacted through passage of an ordinance. The ordinance sets the limit for expenditures during
the fiscal year.

The expenditure appropriations in the adopted budget are by depariment. The maximum legal
expenditure permitted for the fiscal year is the {otal budget as adopted. Departmental appropriations
may be amended during the year in accordance with the budget amendment policies included in the
current fiscal year budget document.

Factors Arfecting Financial Conqiition

The information presented in the financial statements is best understocd when it is considered
from the broader perspective of the environment in which operates.

Local Economy

Tourism is the largest "industry” in the island's economy. There are approximately 2.5 million
visitors annually. The island hosts a major sports event in the Verizon Heritage golf fournament.
The island has established world-class accommodations, and the tourism industry continues to
grow with a peak summer population of approximately 250,000,

The Town of Hilton Head Island’s revenue base consists of a variety of taxes and fees, the most
significant being property taxes, business license fees, building permits fees, bed and hospitality taxes,
and real estate transfer fees. The Town is past its historic period of peak expansion and the long-term
economic outlook for the Town must recognize this fact. Business license revenue was .7% or
$54,700 less than it was in the previous fiscal year. New construction permits were 48% or $514,900
less than last fiscal year. Real Estate Transfer Fees were down $2.3 million or 38% less than last
fiscal year. All of these sources are major revenue sources for the Town. The decline in revenue is
indicative of an overall slow down in the economy that the Town has been experiencing over the past
bwelve months.,

Long-term Financial Planning/ Major Initiatives

Cne of the most significant tools employed by the Town for strategic planning is the long-range
financial plan (forecast). All revenues and expenditures in the General Fund are analyzed and
forecast five years info the future. The model provides a picture of revenue surpluses or shortfalls
the Town would experience if no action were taken, including tax increases or changes in service.

Town Council reviews the ten-year Capital Improvement Program annually. In FY 2007 the Town
completed a $18.0 million beach renourishment project. For FY 2008 the major focus is on
roadway improvements. The major project for the upcoming fiscal year is the widening of
Mathews Drive from Marshland Road north to US 278 at a cost of $7.8 million.

The Town has been successful in preserving a high quality of life for its residents,
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Accounting and Internal Control

Management of the Town is responsible for establishing and maintaining an internal control
structure designed to ensure that the assets of the Town are protected from loss, theft or misuse
and to ensure that adequate accounting data is compiled to allow for the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of
America. The internal control structure is designed to provide reasonable, but not absolute,
assurance that these objectives are met. The concept of reasonable assurance recognizes that:
{1} the cost of a control should not exceed the benefits likely to be derived; and (2) the valuation of
costs and benefits requires estimates and judgments by management.

Budgeting Controls
The Town Manhager submits a proposed budget for the General Fund, Capital Projects Fund and

Deht Service Fund to the Town Council sixty {60) days prior to the beginning of the fiscal year.
The Budget is legally enacted and adopted by an ordinance of the Town Council. Ali budgetary
transfers are authorized by the Town Manager; however, the Town Council must approve any
amendment to the budget, which causes a change in the total expenditures of any fund. The
expenditures may not legally exceed appropriations at the fund level except for additional funds
received as grants or donations. Budgets are adopted on a basis consistent with generally
accepted accounting principles (GAAP).

The Town maintains an encumbrance accounting system as one technique of accomplishing
budgetary control. Encumbered amounis lapse at year-end. However, re-appropriation of
encumbrances of the fund balance will be provided for through an amendment of the new fiscal
year budget to increase the revenues (funds from previous fiscal year{s}) and increase the
appropriated budget expenditures. The threshold for encumbrance roll-over is $1,000. Any
encumbrances less than this threshold will be liquidated and must be expended using funds from
the new fiscal year budget. All expenditures for items or services other than personal services are
controlled by a procurement system, which encumbers purchase orders against budgets prior to
issuance to the vendors. Purchase orders under $5,000 are approved by the appropriate division
heads, those up to $20,000 are approved by the appropriate department heads, those up to
$50,000 Assistant Town Managers, and those over $50,000 are approved by the Town Manager.
A detailed budget and actual expenditures comparison is provided each month to the appropriate
division heads, department heads, and Town Manager. A financial statement is presented
quarterly ta the Town Council.

Cash Management

The Town administers a comprehensive cash management and investment program. The primary
goals of the program are to maximize the amount of cash available; to meet daily cash
requirements and to obtain the highest possible yields consistent with restrainls imposed by South
Carolina statutes and Town policies.

The Town maximizes the use of temporarily idle funds by coordinating the schedule of vendor
payments. The Town earned $4.2 million in interest revenue on investments for the fiscal year
ended June 30, 2007.

i
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Ingependent Anqst
The Town Code, Title 4, Chapter 1, Section 4-1-30 requires an annual audit of the Town's financial
statements by independent accountants selected by the Town Council. This requirement has been

complied with and the independent auditors’ report is included in the financial section of this
repert.

A nris and Arknowleqgements

Certificate of Achievement

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the Town of Hilton Head Island for its comprehensive annual
financial report (CAFR} for the fiscal year ended June 30, 2006. This was the eighteenth
consecutive year that the government has received the prestigious award. In order toc be awarded
a Cerlificate of Achievement, the government has to publish an easily readable and efficiently
organized CAFR that satisfied both generally accepted accounting principles and applicable iegal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current
comprehensive annual financial report continues to meet the Cerlificate of Achievement Program'’s
requirements, and we are submitting it to the GFQOA to determine its eligibility for another
certificate.

Award for Distinquished Budget

The Town also received the GFOA Distinguished Budget Presentation Award for the fiscal year
beginning July 1, 2006. It was the second year the Town has received this award. The budget
document serves as the Town's primary fiscal policy document.

Acknowledgements

The preparation of this report could not be accomplished without the efficient and dedicated
service of the entire staff of the Finance Deparlment. | would like to express my appreciation to
Steven Markiw, Deputy Director of Finance, and Sue Edwards, Accounting Manager; who assisted
and contributed to its preparation.

We believe that this report clearly illustrates the strong financial posture of the Town of Hilton
Head Island and we wish to take this opportunity to thank you and the citizens of Hilton Head
Island for the vital role you have historically played in enabling the Town to achieve and maintain
this high degree of fiscal responsibility.

Respectfully yours,
4 .
o

Susan Simmons
Director of Finance



Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

Town of Hilton Head Island
South Carolina

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2006

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports {CAFRs) achieve the highest
standards in government accounting
and financial reporting.

President

555y # Zuon

Executive Director




S3IN0saY

‘uma] syl Ag papiaoid Apoanp 10U sonIag ,

SLUOID3|I0D
pue anuaray

Bununoadyg

aoueul
40 10309417

jeba

|emnjen suonelado
— —
Buuoz
pUE Ma1ATY ] Hney
uawdo|saa] fediopniy
rmm e m—————— ~ N
! Buuue|g uoddng
— . UBISIAIg i assuayasdulon SAlBISIUIWRY
20104  J
Mmaee g awsbeuepy l_
’ ™ sanaey
sapoD $82IN0sSa Y LWV
— oS3y Buueld a4 g Buping . uewnH SARESIUILPY
pue a4 10 Jojoali(]
jo Jopeia Buuaawbug UOIESIUIWLPY Jo Jojpsia ¢ 10p3U1]
. J/ _ _ J -
4 ] L [ _
sanvey
o siaaloly
Alajeg lebeuey Jllgndpabeuepy 1=2Beuep
olignd UMO | JUE]S|SSY uxo} Aindag UMO ] JUBISISSY
_
p
Asuiony Jabeuepy aGpnp
umo | UMD | [ediungy
N

_

[IUnoD

umo |

Heys leuoneziuebi(
PUB|S| peaH Uo)iH{ JO umo|




Town of Hilton Head Island
List of Elected and Appointed Officials

Mayor

The Honorable Thomas D. Peeples
Town Council

Kenneth S. Heitzke - Mayor Pro Tempore
John D. Safay

Willie Ferguson

W. J. (Bill) Mottel

George W. Williams, Jr.

Drew A. Laughlin

Administrative Staff

Stephen G. Riley, Town Manager

Charles Q. Hoelle, Deputy Town Manager

Gregory D. Deloach, Assistant Town Manager
Curtis Coltrane, Assistant Town Manager

Susan Simmons, Director of Finance

Charles F. Cousins, Director of Planning

Nancy H. Gasen, Director of Human Resources
Frank P. Hodge, Director of Building and Fire Codes
Thomas M. Fieldstead, Fire Chief

vii






Financial Section



ElliottDavis o Do L
Accountants and Business Advisors

INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and Members of Town Council
Town of Hilton Head Island
Hilton Head Island, South Carolina

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Town of Hilton Ilead Island, South Carolina (the
Town), as of and for the year ended June 30, 2007, which collectively comprise the Town’s basic
financial statements as listed in the table of contenis. These {inancial statements arc the responsibility of
the Town's management. Our responsibility is to express opinions on these {inancial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the Umted States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issucd 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
misstaternent.  An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the fmancial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Town, as of June 30, 2007, and the respective ehanges in financial position
thercof and the respective budgetary comparisons of the general fund and major special revenue fund for
the year then ended in conformity with accounting principles generally acccepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated November 27,
2007 on our consideration of the Town's internal eontrol over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agrcements, and other
matters. The purpose of that report is to descnbe 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.

www.elliottdavis. com



The management’s discussion and analysis as listed in the table of contents is not a required part of the
basic financial statements but are supplementary information required by the 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 supplementary information. However, we did not audit the information and express no
opinion on it

Our audit was conducted for the purpose of forming opinions on the basic financial statements that
collectively comprise the Town's basic financial statements. The introductory section, ¢ombining and
individual nonmajor fund financial statements, budgetary comparison nonmajor fund financial statements,
schedule of court fines and assessments, and statistical tables as listed in the table of contents 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, budgetary comparison nonmajor fund
financial statcments, and schedule of court fines and assessments 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. The introductory section
and statistical tabies have not been subjected to auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion on them.

ot Dava, L

Columbia, South Carolina
November 27, 2007



TOWN OF HILTON HEAD ISLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2007

This section of the Town of Hilton Head Island’s {Town} Comprehensive Annual Financial Report
presents a narrative overview and comparative analysis of the financial activities of the Town for the
fiscal years ended 2007 and 2006. We encourage readers to consider the information presented here
in conjunction with additional information that we have furnished in our letter of transmittal and the
basic financial statements.

Management’s Discussion and Analvysis
)

FINANCIAL #IGHLIGHTS

Key financial highlights for Fiscal Year 2007 are as follows:

The assets of the Town exceeded its liabilities at the close of the fiscal years 2007 and 2006 by
$153.4 million and $151.5 million (net assets), respectively. Of these amounts, $35.8 million and
$35.3 million (unrestricted net assets), respectively, may be used to meet the Town’s ongoing
obligations to citizens and creditors in accordance with the Town's fund designation and fiscal
policies.

The Town's tofal net assets increased by $1.9 million and $19.4 million during fiscal years 2007
and 2006, respectively.

As of June 30, 2007 and 2006, the Town’s governmental funds reported combined ending fund
balances of $78.8 million and $80.4 million, respectively. The decrease of $1.4 million is primarily
due to reserve funds expended for capital projects during the fiscal year. Approximately 57.1% of
the fund balance at June 30, 2007, $45.0 million, is available for spending at the Town's
discretion, compared to $61.1 million at June 30, 2006. It should be noted in FY 2007 $12.0
million (Beach Preservation Fee Fund) was reclassified on Exhibit C to a new account called
beach renourishment and $1.0 million was reclassified on Exhibit C to a disaster recovery
account (Real Estate Transfer Fees Fund), that is the reason for the large variance between the
fiscal years.

At the end of the current fiscal year, the unreserved fund balance for the General Fund was $16.3
million or 57.6% of the total General fund expenditures of $28.2 million. At the close of fiscal year
2006, the unreserved fund balance for the General Fund was $14.4 million or 53.3% of the total
General fund expenditures of $27.0 million. Approximately $1.5 million of the unreserved fund
balance is designated for disaster recovery at June 30, 2007, compared to $1.3 million at June
30, 2006.

The Town's bonded debt increased by $19.0 million due to the issuance of revenue bonds
associated with the Town's Beach renourishment project. These bonds will be repaid by beach
preservation fees. Normal repayment of bend principal during the fiscal year decreased the
Town's debt by $6.3 million.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Town's basic financial
statements. The Town’s basic financial statemenls comprise three components:

(1) Government-wide financial statements
(2) Fund financial statements, and
(3) Notes to the financial statements.
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This report contains other supplementary information that will enhance the reader's understanding of
the financial condition of the Town of Hilton Head Island.

Government-wide Financial Statements

The government-wide financial statements are designed to provide the reader of the Town's
Comprehensive Annual Financial Report with a broad overview of the financial activities in a manner
similar to a private sector business. The government-wide financial statements include the statement of
net assets and the statement of activities {Exhibits A and B).

The statement of net assets and the sfatement of activities provide information about the whole Town,
presenting both an aggregate view of the Town'’s finances and a longer-term view of those assets. Major
fund financial statements provide the next level of detail. For governmental funds, these statements
reflect how services were financed in the short term as well as what dollars remain for future spending.
The fund financial statement also displays the Town’s most significant funds with all other funds
presented in total in one celumn.

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

The statemert of activities presents information showing how the net assets of the Town changed
during the current fiscal year. Changes in net assets are recorded in the statement of activities when the
underlying event occurs, regardless of 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, such as
revenues pertaining to uncollected taxes and expenses pertaining o earned but unused vacation and sick
leave.

Both of the government-wide financial statements distinguish functions of the Town that are principally
supported by taxes and intergovernmental revenues {(governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the Town include general government and management
services, poiice, fire, financial services, building and fire codes, planning, and culture and recreation. The
Town does not have any business-type activities.

The government-wide financial statements can be found on pages 14-15 of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. Fund financial statements are designed to demonstrate
compliance with finance-related legal requirements. Fund financial statements for the Town include only
the governmental fund-type. The Town does not use proprietary or fiduciary fund-typas.

Governmental Funds are used to account for essentially the same functions reported as government
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, the governmential funds financial statemenis focus en near-term inflows and cutflows 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 determining what financial resources are available in the near
future to finance the Town's programs.

Because the focus of governmental funds is narrower than the government-wide statements, it is useful to
compare the information presented for the governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand ihe long-term impact of the government's near-term financing decisions. Both the
governmental funds balance sheet and the governmental funds statement of revenues, expenditures and
changes in fund balances provide a reconciliation to facilitate this comparison between governmental
funds and governmental activities.
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The Town maintains nine governmental funds (Exhibits C through G). Seven are classified as major
funds: General Fund, Tax Increment Financing (T.|.F.) District, Accommodations Tax (State), Real Estate
Transfer Fee, Beach Preservation Fee, Debt Service Fund, and the Capital Projects Fund. Two are
classified as non-major funds: Palmetto Electric and Home Grant. For reporling purposes on the fund
financial statements, the special revenue funds are consolidated under the heading Other Governmental
Funds. Schedules 4 and 5 of this document provide detailed information regarding these funds.

The Town of Hilton Head Island adopts an annual budget for its General Fund, Capial Projects Fund,
Debt Service Fund, and its Tax Increment Financing Fund. The budget is a legally adopted document
that incorporates input from the citizens of the Town, the management of the Town, and the decisions of
the Town Council about which services to provide and how to pay for them.

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 financiat statements are on pages
21-55 of this report.

Other supplementary information

In addition to the basic financial statements and accompanying notes, this report also presenis combining
individual fund statements and schedules referred to earlier in connection with non-major governmental
funds. Also included are budgetary comparison schedules of revenues, expenditures and changes in
fund balances for alt non-major special revenue funds with a budget. These statements can be found on
pages 16-20 and the schedules can be found on pages 56-68 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

While this document contains information about the funds used by the Town to provide services to our
citizens, the Statement of Net Assets and the Statement of Net Activities serve to provide an answer fo
the gquestion of how the Town, as a whole, did financially throughout the year. These statements include
all assets and liabilities using the accruai basis of accounting similar to the accounting used by the private
sector. The basis for this accounting takes into account all of the current year's revenues and expenses
regardless of when the cash is received or paid.

These two statements report the Town's net assets and changes in those assets. The change in assets
is important because it tells the reader whether the financial position of the Town as a whole has
improved or diminished. However, in evaluating the overall position of the Town, non-financial
information such as changes in the Town's {ax base and the condition of the Town's capital assets will
also need to be evaluated.

Analysis of Net Assets

As noted earlier, net assets may serve as a useful indicator of a government's financial position. For the
Town, assets exceeded liabilities by $153.4 million and $151.5 million at the close of fiscal years 2007
and 2006, respectively.
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Net Assets
Governmental
Activities
2007 2006
Current and other assets $ B5225354 § 86,364,055
Capilal assets 202,361,105 185,228,161
Total agsets 287,586,459 272,592,216
Long-term liabilities cutstanding 129,493,630 116,721,749
Cther liabilities 4,711,327 4,348,177
Total liabilities 134,204,966 121,069,926
Net assets:
Invested in capital assets, net of
related debt 93,895,834 93,060,926
Restricted 23,682,142 23,111,481
Unrestricted 35,803,517 35,349,883
Total net assets $ 153,381,493 $ 151,522,290

The largest part of the Town’'s net assets reflects investments in capital assets (e.g. land, development
rights, easements/right-of-ways, buildings, improvements, and equipment) of $33.9 million {61.2%) and
$93.1 million (61.5%), less any related debt used to acquire those assets that is still outstanding, for fiscal
years 2007 and 2006, respectively. The Town uses these assets to provide services to the citizens;
consequently these assets are not available for future spending. Although the Town’s investment in its
capital asseis is reported net of related debt, it should be noted that the resaurces needed o repay this
debt must be provided from other sources since capital assets themselves cannct be used to liquidate
these liabilities.

An additional portion of the Town's net assets, $23.7 million (15.4%) for fiscal year 2007 and $23.1 million
{15.2%) for fiscal year 2006 represent resources that are subject to external resiricticns on how they may
be used. The remaining balance of unrestricted net assets for fiscal years 2007 and 2006, $35.8 million
{23.4%) and $35.4 million (23.3%), respectively, may be used to meet the government's ongoing
obligations to citizens and creditors.

At the end of both the current and previous years, the Town was able to report positive balances in all
three categories of net assets.

Analysis of Changes in Net Assets
The Town's iotal net assets increased by $1.9 million and $19.4 million during the fiscal years 2007 and
2008, respectively.
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Changes in Net Assets

Governmental
Activities
2007 2006
Revenues:
Program Revenues:
Charges for Services 3 20,845,661 § 24,036,523
Operating Grants and Contributions 134,793 347,325
Capital Grants and Contributions 48.246 180,500
General Revenues:
Property taxes 19,290,776 19,041,631
Cther Taxes 11,277,083 11,144,997
Other 9,185,130 7,353,224
Total revenues 60,785,689 62,144 600
Expenses:
General Government 3,376,831 3,059,753
Management Services 3,875,696 3,765,726
Administralive 1,813,259 2,149,451
Public Safety 16,207,323 15,605,366
Public Facilities 21,623,052 7,419,865
Ecocnomic development 2,755,555 2,675,180
Culture and recreation 2,071,003 -
Accommodations Tax Grants - 1,305,306
Visitor and Convention Bureau 1,180,675 1,142,899
Interest on long-term debt 5,727,606 5,585,734
Other 295 486 -
Total expenses 58,926,486 42,709,280
Increase in net assets 1,859,203 19,435,320
Net assets, July 1 151,522,290 132,086,970
Net assets, June 30 $ 153,381,493 § 151,522,290

Governmental Activities

Governmental activities increased the Town's net assets by $1.8 million in fiscal year 2007 and $19.4
million in fiscal year 2006. One of the key factors for the significant decrease in change in net assets was
the use of approximately $18.0 million for the Town’'s beach renourishment project. In addition, the Town
experienced a decline real estate transfer fees of $2.3 million over the previous fiscal year.
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Revenues by Source - Governmental Activities
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Taxes are the largest source of funds (50%), followed by other fees (20%) (e.g. real estate transfer fees,
beach preservation fees, electric franchise fees, and stormwater fees}, and business licenses and cable
and beach franchise fees (14%). All other revenue sources comprise 16% of all funds received by the
Town.

Major expenses for fiscal year 2007 were associated with public facilities {37%) (The primary element
was the beach renourishment project), and public safety (28%). All other expenses comprise 35% of the
total expenses incurred.

FINANCIAL ANALYSIS OF THE TOWN'S FUNDS

The Town uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

General - The General Fund, which is the primary operating fund of the Town, recognized $25.8 million in
iotal revenues and $4.1 million in other financing sources offset with $28.2 million in expenditures. This
resulted in an excess of revenues and other financing sources over expenditures of $1.7 million. Fund
Balance at the beginning of the year was $14.7 million and, when combined with the current year,
resulted in an end of year Fund Balance of $16.4 million. Of this amount, $16.3 million is unreserved fund
balance which represents 57.6% of the Town’s present expenditure levels.

Tax Increment Financing District - The Tax Increment Financing District Fund recognized $4.2 million
in total revenues offset with $1.0 million in debt service expenditures and $7.5 million in other financing
uses. This resulted in expendifures exceeding revenues by ($4.3) million. Fund Balance at the beginning
of the year was $6.8 million and, when combined with the current year, resulted in an end of year Fund
Balance of $2.5 million.

Accommodations Tax - The Accommgdations Tax Fund recognized $4.0 million in total revenues offset
with $3.2 million in expenditures and $1.2 million in other financing uses. This resulled in expenditures
exceeding revenues by ($437,971). Fund Balance at the beginning of the year was $2.1 million and,
when combined with the current year, resulted in an end of year Fund Balance of $1.6 million.

Real Estate Transfer Fee - The Real Estate Transfer Fee Fund recognized $4.1 million in total revenues
offset with $36,800 in expenditures and $6.0 million in other financing uses. This resulted in expenditures
exceeding revenues by {$1.9) million. Fund Balance at the beginning of the year was $8.5 million and,
when combined with the current year, resulted in an end of year Fund Balance of $6.6 million.

Beach Preservation Fee - The Beach Preservation Fee Fund recognized $5.2 million in total revenues
offset with $3.0 million in other financing uses. This resulted in an excess of revenues over other
financing uses of $2.1 million. Fund Balance at the beginning of the year was $14.3 million and, when
combined with the current year, resulied in an end of year Fund Balance of $16.5 million.

Debt Service - The Debt Service Fund recognized $5.1 million in total revenues and $8.0 million in other
financing sources offset with $11.0 in expenditures. This resulted in an excess of revenues and aother
financing sources over expenditures of $2.2 million. Fund Balance at the beginning of the year was $8.3
million and, when combined with the current year, resulted in an end of year Fund Balance of $10.6
miliion.

Capital Projects - The Capital Projects Fund recognized $10.0 million in total revenues and $31.7 miilion
in other financing sources offset with $35.9 million in expenditures and $7.2 million in other uses. This
net result is expenditures and other financing uses exceeding revenues and other financing uses by
{$1.3) million. Fund Balance at the beginning of the year was $25.6 million and, when combined with the
current year, resulted in an end of year Fund Balance of $24.3 million.
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GENERAL FuNP BUPGETARY #IGHLIGHTS

The Town adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with this budget.

The Town's final budget differs from the original budget due to adjustments that were made during the
fiscal year. In Fiscal Year 2007, there was an increase in expenditure budgets; however, the Town
maintained an excess of revenues over expenditures and did not exceed the total appropriations for the
year. The majority of these changes were funds carried forward from the previous fiscal year to pay for
projects not completed at year end. Net budget increases by department totaled $328,984 and $132,454
for Fiscal Years 2007 and 2006 respectively. The net increase is defined as follows:

Administration — Operaticns $285,850
Human Resources $3,095
Planning $5,000
Public Projects and Facilities $23,464
Fire and Rescue $11,575

Actual revenues and other sources exceed expenditures by $1.7 million in Fiscal Year 2007 and $3.3
million in Fiscal Year 2006.

CAFITAL ASSETS AND PEBT APMINISTRATION

Capital Assets

The Town investment in capital assets for its governmental activities as of June 30, 2007 and 2006
amount to $202 million and $186 million respectively (net of accumulated depreciation). Capital assels
include land, development rights, easements/right-of-ways, buildings, drainage systems, furniture,
fixtures, equipment and vehicles.

Major capital asset transactions during the year include the following additions (there were no significant
demolitions or disposals):

« Construction in progress of $9.1 million in governmental-type activities for drainage, road
improvement, pathways, new facilities and existing facilities.

¢« The Town purchased $7.1 million of land, $4.5 million in development rights, and $504,000 in
easements/right-of-ways.
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Town of Hilton Head Island’s Capital Assets

Governmental
Activities
2007 2008
Land 3 137,651,694 % 130,792,721
Development Rights 7,716,970 3,249,587
Easements/Right-of-Ways 2,345,098 1,840,853
Infrastructure 29,407,534 25,562,219
Buildings 10,309,128 8,867,254
Parks 4,487,869 2,643,855
Furniture, fixtures and equipment 598,538 729,663
Vehicles 724,324 819,562
Construction in progress 9,119,950 11,722,447
Total 3 202,361,105 3 186,228,161

Additional information on the Town's capital assets can be found in Note 11 of the Basic Financial
Statements.

lLong-term Debt - As of June 30, 2007, the Town of Hilton Head Island had total bonded debt
outstanding of $127 million. Of this, $67.5 million is debt supported by the full faith and credit of the
Town. The remainder of the Town’s debt represents Revenue Bonds and Certificates of Participation.

Town of Hilton Head Island’s Outstanding Debt

Governmental
Activities
2007 2006
General Obligation Bonds $ 67460000 § 71,240,000
Revenue Bond 51,565,000 34,060,000
Cerlificates of Participation 7,955,000 8,995,000
Total $ 126,980,000 $ 114,295,000

The normal repayment of bond principal during the past fiscal year decreased the Town of Hilton Head
Island’s {otal debt by $6.3 million.

As mentioned in the financial highlights section of this document, the Town of Hilton Head island
maintained its AA bond rating from Moody's Investor Service, its Aaa® rating from Standard and Poor's
Corporation, and its AA Fitch Ratings. This bond rating is a clear indication of the sound financial
condition of the Town of Hilton Head island.

11
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General statutes limit the amount of general obligation debt that a unit of government can issue up to
eight percent (8%) of the total assessed value of taxable properly located within that government's
boundaries. The Town may incur General Obligation Debt over the eight percent (8%) limit when
approved by a majority vote in a referendum as authorized by law. The legal debt margin for Town of
Hilten Head Island is $37,977,056. The Town has $14,180,000 in bonds issued at June 30, 2007, which
are applicable to this cap.

Additional information regarding the Town of Hilton Head Island’s long-term debt can be found in Note 10
on pages 40-50 of this report.

ECONOMIC FACTIRS AND NEXT JEAR'S BUAPGETS AND
RATES

Economic Factors - The following key economic indicators reflect the growth and prosperity of the Town.

s Approximately 2.5 million visitors annually to the Hilton Head Island Area providing in excess of
$1.6 billion dollars to the local economy.

s 43% of all licensed island enterprises are retail and service oriented companies.

s Tourist lodging facilities on the island pay nearly $20.0 million in property taxes to Beaufort
County.

« Tourism in the Hilton Head Island/Bluffton area employs over 10,000 people living both on and off
the island.

s Sales tax paid by visitors is approximately $47.0 million annually,

+ The unemployment for the Town of Hilton Head Island was 4.2% through December of 2006 as
compared to 8.5% for the state of South Carelina and 4.6% for the naticn.

Budget Highlights for the Fiscal Year Ending June 30, 2008;

Governmental Activities

The General Fund’s revenues for fiscal year 2008 are budgeted at $32.5 million, an increase of $2.5
million or 8% over the prior year's budgeted revenues. This includes the use of $1.3 million of fund
balance in order to balance the budget. Revenues from business licenses, public safety revenue and
accommodations taxes are expected to lead the increase in budgeted revenue. The Town will use these
increases in revenues to finance programs currently in place.

A balanced budget is required by South Carolina law. Accordingly, General Fund expenditures are
budgeted to revenues at $32,471,930. The largest components of the budget are personnel costs and
contractual services.

The Capital Projects Fund appropriation is $47.4 million. The majority of the expenditures are budgeted
for road improvements which accounts for $20.4 million or 43% of the capital budget with the largest
compeonent ($11.5 million} earmarked for the widening of Mathews Drive.

The Debt Service Fund provides for the payment of principal and interest payments totaling $13.3
million. There is a $2.5 million or 23% increase in debt service cosls in fiscal year 2008. The primary
reason for the increase was the issuance of $19.0 million in bonds in fiscal year 2007. These bonds are
being re-paid by beach preservation fees.
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Rates

The assessment rate for the fiscal year beginning July 1, 2007 on taxable property located within the
Town of Hilton Head Island was established at 19.0 mills upon each one dollar of taxable property in the
Town of Hilton Head which is the same as the prior fiscal year.

Requests ﬁr!fyﬁmﬂtm

This report is designed to provide an overview of the Town’s finances for those with an interest in this
area. Questions concerning any of the information found in this report or requests for additional
information should be directed to the Director of Finance, Town of Hilton Head Island, One Town Center
Court, Hilton Island, South Carolina, 29928,
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TOWN OF HILTON HEAD ISLAND
STATEMENT OF NET ASSETS
JUNE 30, 2007

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

Exhibit "A"
Governmental
Activities
ASSETS
Cash 12,173,239
Investments 23,446,648
Accounts Receivable 4,482,636
Due from Employees 77,610
Due from Other Governments 2,915,753
Inventory -
Other Assets 2,723,471
Restricted Assets:
Cash 3,408,897
Invesiments 35,997,100
Capital Assets:
Non Depreciable 156,833,712
Depreciable 45,527,393
Total assets 287,586,459
LIABILITIES
Accounts Payable 1,306,062
Payable to Hilton Head Chamber of Commerce Visitor & Convention Bureau 399,457
Accrued Payroll and Related Payables 907,994
Due to Other Governments 752,080
Unearned Revenue 71,454
Payable from Restricted Assets:
Irrigaticn and Pool Bonds Payable 118,700
Court Bonds Payable 62,410
Performance Bonds Payable 95,884
Interest Payable 997,286
Long-Term Liabilities:
Due Within Less than One Year 10,093,040
Due Within More than One Year 119,400,599
Total liabilities 134,204,966
NET ASSETS
Invested in Capital Assets, Net of Related Debt 93,895,834
Restricted for:
Disaster Recovery 2,484,516
Beach Renourishment 12,000,000
Debt Service 9,197,626
Unrestricted 35,803,517
Total net assets 153,381,493
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TOWN OF HILTON HEAD ISLAND

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET ASSETS
JUNE 30, 2007

Exhibit "D"

Amounts reporlad for governmental activities in the slatement of net assets are different because;

Ending fund balance - governmental funds § 75,829,660
Capital assets used in governmental activities are not financial resgurces and, therefore, are not reporied in the funds. 202,361,105
Bond issue costs are not a financial resource, therefore, are not reporled in the funds. 1,478,741
Losses on refunding are not a financial resource, therefore, are not reported in the funds, 1,202,912
Accrued interest is not due and payable in the current period, therefore, is not reported in the funds. {997 286}
Long-term liabilities, including bonds payable, are not due and payablz in the current pericd and therefore are not reporled in the
funds. 129,453,639}

Net assets of govemmantal activities $ 153,381,493

The notes to the financial slatements are an integral part of this statement. 1 7
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TOWN OF HILTON HEAD ISLAND

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2007

Exhibit "F"

Amounts reporied for governmental activities in the statement of activities are different because:
Net change in fund balances - total governmental funds {1,432,351)
Governmental funds report capilal cutlays as expendilures. However, in the statement of activilies the cost of those
assets is allocated over their estimated useful lives and reported as depreciation expense.

Expenditures for capital assets b 18,562,717

Less current year depreciation {2,429,773)

16,132,944

The issuance of long-term debt (e.g. bunds, leases) pravides current financial resources to governmental funds, while
the repayment of the principal of long-term debt consumas tha current financial resources of governmental funds.
Meither transaclion, however, has any effect on net assets. {12,713,015)
Some expenses reported in the statement of activities do not reguire the use of current financial resources and,
therefore, are not reporied as expenditures in governmental funds. (537.188)
Payment of bond issuance cosls require the use of current financial resources in the governmental fund but are
amorized over future periods in the statement of activities. 408,813
Change in net assets of governmenlal activities 1,859,203

The notes to the financial statements are an integral part of this statement,
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TOWN OF HILTON HEAD [SLAND
STATEMENT CF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET {GAAP Basis) AND ACTUAL - GENERAL FUND
YEAR ENDED JUNE 30, 2007

Exhikit "G"
General
Variance
With Finat
Original Final Fositive
Budget Budget Achual {Negative)
Revenues:
Real and Personal Property Taxes H 10,134,510 § 10,134,510 § 9,940,043 {194,467)
Accommodations Tax 2,140,000 2,140,000 2207972 67 972
Business Licenses and Franchise Fees 7,513,450 7,513,450 8,261,008 747,648
Permits 1,735,900 1,735,800 1,353,573 {332,327}
State Shared Funds 954,510 954,510 1,000,434 5,824
Donalions - - 5,192 5,182
Grants 145,000 145,000 134,793 (10,207}
Miscelianeous Revenue 1,920,220 1,920,220 2,288 460 368,240
Investment Income 365,940 365,040 651,586 285 546
Total revenues 24,049 530 24,949,530 25,843,151 803,621
Expenditures;
Curmrent:
GGeneral Government 1,378,440 1,381,535 1,360,832 20,603
Management Services 4,080,200 4,051,050 3,651,665 388,385
Planning/Buiiding and Fire Codes 2,935,800 2,940,900 2,728,599 212,301
Public Safety 15,767,800 15,799,475 15,428,220 371,265
Pubiic Projects and Facilities 3,262,510 3,285,974 3,042,920 243,054
Nan-Departmenial 1,981,900 1,981,800 1,745,509 246,391
Capitat Oullay 183,860 478,960 211,008 267 954
Debt Service:
Principal 71,000 71,000 83,802 7,198
Interest - - G848 {6,848)
Tatal expenditures 29,671,810 30,000,794 28,238,501 1,761,293
Excess [deficiency) of revenues
over (under) expenditures {4,722,280) (5,051,204) (2,396,350) 2,654,914
Oiher financing sources (uses):
Transkers In 4,722 280 4,722,280 4,127,305 (594.975)
Total other financing sources {uses} 4,722,280 4,722,280 4,127,305 {594,975)
Net change in fund balance - (328,884} 1,730,955
Fund balance - beginning 14,695,783 14,695,783 14,685,783
Fund balance - ending $ 14605782 3§ 14,006,799 _$ 16,426 738

The notes lo the financial statements are an integral pan of this statement.
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TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 1.

Summary of Significant Accounting Policies

The accounting policies of the Town of Hilton Head Island, South Carolina, {Town) conform to
generally accepted accounting principles as applicable to governmenls. The following is a
summary of the more significant accounting policies affecting their presentation.

Reporting Entity

This report includes all of the funds of the Town of Hilton Head Island, South Caroling, (the
primary government) which was incorporated May 18, 1983, and the Town of Hilton Head Island
Public Facilities Corporation which is a component unit of the Town. The Town’s Charter provides
for a Council-Manager form of government in accordance with Home Rule Act Number 283.

Component Unit

in conformity with accounting principles generally accepted in the United States of America
(GAAP), the financial statements of the Town of Hilton Head Island Public Facilities Corporation
are shown as a blended unit as the administration and governing bodies are primarily the same.
The component unit provides services entirely to the Town and was created to facilitate the
issuance of debt for acquisition of the Town's administration facilities.

Separate financial slatements are not prepared for the Town of Hilton Head Island Public Facilities
Corporation. All debt transactions are recorded in the Debt Service Fund and capital projects
transactions associated with the issuance of the debt are recorded in the Capital Projects Fund.

Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of activities
display information about the primary government. These statements include the financial
activities of the overall government, Eliminations have been made to minimize the double
counting of internal activities. These statements distinguish between the governmental and
business-type activities of the Town. Governmental activities, generally, are financed through
taxes, intergovernmental revenues, and other non-exchange transactions. Business-type
activities are financed, in whole or in part, by fees charged to external parties. The Town does
net report any business-type aclivities.

The statement of activities presenis a comparison between direct expenses and program
revenues for each function of the Town's governmental activities. Direct expenses are those
that are specifically associated with a program or function; and, therefore, are clearly
identifiable to a particular function. Indirect expense allocations that have been made in the
fjunds have been reversed for the statement of activities. Program revenues include (a} fees
and charges paid by the recipients of goods or services offered by the programs, and (b) grants
and confributiocns that are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program revenues, including all taxes,
are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about the Town's
funds of which all are censidered government funds. The emphasis of fund financial staternents
is on major governmental funds, each displayed in a separate column. All remaining
governmental funds are aggregated and reported as nonmajor funds.

The Town reports the following major governmental funds:

General. The General Fund is used to account for all financial sources except those required
fo be accounted for in another fund.
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TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 1.

Summary of Significant Accounting Policies (continued)

Basis of Presentation — Fund Financial Statements {continued)

Tax Increment Financing District - Special Revenue Fund. This fund is used to account for
incremental taxes charged to individuals. These revenues are restricted to expenditures for
specific purposes.

Beach Preservation Fee - Special Revenue Fund. This fund is used t0 account for beach
preservation fees. These revenues are restricted to expenditures for specific purposes.

Real Estate Transfer Fee — Special Revenue Fund. The fund accounts for a fee equal to ane
quarler of one percent (.0025} of the purchase price upon the transfer of any real properly
situated within the corporate limits of the Town. These revenues are restricted to expenditures
for specific purposes.

Accommodations Tax — Special Revenue Fund. This fund is used to account for the Town's
receipts from the two percent {2%) tax levied on rentals of transient accommodations within the
corporate limit. These revenues are restricted to expenditures for specific purposes.

Debt Service. This fund is used for accumulating resources for the payment of interest and
principal on general long-term obligation debt.

Capital Projects. This fund is used to account for financial resources fo be used for the
acquisition or construction of major capital facilities.

The Town reports the Palmetic Electric Franchise Fees and the Home Grant Special Revenue
Funds as nonmajor governmental funds.

Measuremeni Focus and Basis of Accounting

All funds of the Town are maintained during the year using the modified accrual basis of
accounting.

Government-wide Financial Slatemenis. The government-wide financial statements are
reported using the economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred, regardless of when the related cash flows take place. Nonexchange
transactions in which the Town gives (or receives) value without directly receiving {or giving)
equal value in exchange include properly taxes, grants, 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 and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Governmental Fund Financial Statements. Governmental funds are reported using the current
financial resources measurement focus and the modified accrual basis of accounting. Under
this methed, revenues are recognized when measurable and available.

Expenditures are recorded when the reiated fund liability is incurred except for principal and
interest on general long-term debt, claims and judgments, and compensated absences which
are recognized as expenditures to the extent they have matured. General capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of general long-
term debt and acquisitions under capital leases are reported as other financing sources.
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TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 1.

Surmmary of Significant Accounting Policies (continued)
Measurernent Focus and Basis of Accouniing {continued)

Taxpayer-assessed income and gross receipts are recognized as revenue when in the hands of
intermediary collecting governments (state shared revenues, sales and accommodation tax
revenue). Business license revenues are recognized when measurable and available.
Property tax revenues are recognized when received or available for payment of liabilities of the
current period. The Town considers property taxes as available if collected within 60 days after
year-end.

Property taxes for the year ended June 30, 2007, includes an accrual for property taxes collected
60 days after June 30. Property taxes are levied based on assessed values and the property tax
catendar as follows:

Property Tax Calendar

Assessment date 2003

Property tax due March 16

Delinquent date March 17

Levy date May 15-30

Tax sale First Monday in Cctober

The County has no specific lien date.

It is the Town's policy to first apply cost-reimbursement grant resources to such programs,
followed by categorical block grants and then by general revenues.

As permitted by generally accepted accounting principles, the Town has elected to apply only
applicable FASB Statements and Interpretations issued on or before November 30, 1989, that
do not contradict GASB pronouncemenis in its accounting and reporting practices for its
government-wide financial stalements.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect certain reported amounts and disciosures. Accordingly,
actual results could differ from those estimates.

Budgets and Budgetary Accounting

Annual appropriated budgets are adopted for the general fund, tax increment financing special
revenue fund, debt service fund, and capital project fund. Budgels for the aforementioned funds
are prepared in accordance with GAAP. The Town follows these procedures in establishing
budgetary data reflected in these financial staternents:

1) The Town Manager submits to Town Council a proposed operating budget for the General
Fund, Tax Increment Financing Special Revenue Fund, Capital Projects Fund, and Debt
Service Fund for the year which includes proposed expenditures and the means of financing
them.

2) Public hearings are held for taxpayers’ comments for the General Fund budget, Tax Increment

Financing Special Revenue Fund budget, Capital Projects Fund budget and Debt Service
budget.
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TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 1. Summary of Significant Accounting Policies (centinued)
Budgets and Budgetary Accouniing {continued}

3) The budgets are legally enacted and adopted by Town Council.

4) Budgetary transfers between departments may be authorized by the Town Manager;
however, any revisions that alter the total expenditures of any fund must be approved by
Town Council.

The expenditures may not legally exceed appropriations at the fund level except for additional
funds received as grants or donations. Appropriations lapse at year-end.

Presented budgeted amounts are as originally adopted, transferred by Town Manager, or
amended by Toewn Council. The amendments to the budget were:

General Fund

Revenues:
Funds From Priar Years 3 328,984
Property Taxes -
Total Revenues Increase 3 328, 984

Expenditures;
Operations Cotractual Services

Training/Conferences $ 10,350

Operations Supply/ Equipment Maintenance

Computer Scoftware =850,000 3.000

Equipment £$5,000 7.500
Operations Capital

Computer SoRware 2$50,000 265,000
Human Resources Contractual Services

Employee Training 3,095
PP&F/Engineering Contractual Services

Closed Leoop Traffic Signal Maintenance 23,464
Planning DRZ Contracual Services

Consulting Services 5,000

F&R Logistics & Maint. Contractual Services

Uniforms & Protective Gear 8,956
F&R Communications Supply/Equip. Maintenance

Qperational Supplies 2,619

Total Expenditures

$ 328,084



TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2007

Note 1.

Summary of Significant Accounting Policies {continued)

Budgets and Budgetary Accounting {continued)

Capital Projects Fund
Revenues:

Funds From Pricr years
Beach Fees

Beach Preservation Fee Bond
Stormwater Utility Fees
County Bonds

CTC Grant

PARD Grant

TIF

Traffic Impact Fees
SCDOT

POA

Haospitality Tax
Hospitality Bond
Stormwater Utility Bond
Bond Proceeds

Beach Preservation Fees
Real Estate Transfer Fees
Bond Funds

Tax Increment Financing
Hospitality Taxes

Impact Fees

Hospitality Tax

CDBG Grant

Project Safe Grant

Taotal Revenues

Expenditures:

Pathways
Pope Avenue (Off Road)
Wild Horse Road
Marshland Road
Spanish Wells Road
Mathews Drive {Marshland Norht)

Drainage
Drainage System Rehabilitation
Ashmoere Tract Ditch
Northridge
Beach City Read/Airport
Spanish Wells Road
Squire Pope Road

Road Improvements
Pedestrian Crosswalks/Refuges
Traffic Signal Mast Arms

Widen and Realign Office Park Road

$

$

46,893
628,175
14,953,951
5,920
379,508
32717
11,000
1615152
22,777
1,220
50,000
509,634
110,692
617,473
(297 676)
2,132,261
2,153,710
1443,936
4,311,128
54615
185,000
255,000
469,615
50,000

28,742,701

10,404
92
404
1,220
32,987

1,420
4,500
170,946
248,306
53,002
64,435

141,955
2,600
686,643
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TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 1.

Summary of Significant Accounting Policies (continued}

Budnets and Budgetary Accounting (Continued)

Capital Projects Fund (Cantinued)

Reoad Improvements (Continued)
Long Cove Lane Extension
Town Roads Reconstruction
Widen Mathews Drive - Marshland North
Intersection Improvements
Horseshoe Road Connector
Coligny Circle Recenfiguration
Roadway Safety Improvements

Park Development
Barker Field/Beach Access Extension
Shelter Cowve Linear Park Expansion
Yacht Cove Linear Park Expansion
Port Royal Tract Beach Access/Park
Parks Upgrades

Existing Facilities/Infrastructure
Clean-Up/Maintenance Demolition of Structures
F&R Maintenance & Training Facility & Office
Apparatus & Vehicle Replacement
Fire Station #1 Replacement
Rehakilitation & Renovation - Fixed Assets

New Facilities/Infrastructure
Dispatch Center Equipment Upgrade
Fire Station #4 Replacement
F&R Dispatch Center

Beach Maintenance
Beach Management/Monitering

Beach Rencurishment

Land Acquisition
Land and Easement Purchases

Roadway Improvements
Intersection Improvements

New Facilities and Infrastructure
Stoney Area Sewer CDBG Project

Total Expenditures

88,212
29,570
375,730
440,000
61,021
250
42,892

96,284
301,292
25,000
407,962
159,000

28,565
77,532
20,123
190,616
6,600

191
33,160
104,320

5,400
16,907,063

7,963,389

440,000

519,618

29,742,701
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TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 1.

Summary of Significant Accounting Policies {continued)

Budgets and Budgetary Accounting {Continued

Debt Service Fund

Revenueas:

Beach Fees Transfer 3 413,705
Total Revenues 3 413,705
Expenditures:

interest Expense 3 413,705
Total Expenditures 3 413,705

Encumbrances

Encumbrance accounting under which purchase orders, contracts, and other commitments for the
expenditures of monies are recorded in order to reserve that portion of the applicable
appropriation is employed as an extension of formal budgetary integration in the general fund and
capital projects fund. Encumbrances outstanding at year end are reported as reservations of fund
balances since they do not constitute expenditures or liabilities.

The Accommodations Tax Fund committee prepares a list of grants approved each year based on
collections for the calendar year. The amount of approved grants at June 30, 2007, which were
underway by July 1, is shown as an encumbrance in that fund.

Investments
Investments are stated at fair value which is equivalent to market value for all investments held in
the general fund, special revenue funds, capital projects fund, and debt service fund. All changes

in fair value are recorded as investment income.

Due to and from Other Funds/ Internal Balances

Interfund receivables and payables in the fund financial statements and internal balances in the
government-wide financial statements arise from interfund transactions and are recorded by all
funds affected in the period in which fransactions are executed. As a general rule, the effect of
interfund activity has been eliminated from the government-wide financial statements.

Capital Assets

Capital assets are defined by the Town as assets including, but not limited to, land, buildings,
machinery and equipment with an initial individual cost of $5,000 or more and an estimated useful
life in excess of one year. The only exception to the $5,000 threshold is softiware acquisition.
Software and other associated intangibles with an initial individual cost of $50,00C or more and an
estimated useful life in excess of two years is capitalized.
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TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 1.

Summary of Significant Accounting Policies {continued)

Any donations of capital assets are recorded at fair value at date of donafion. Purchased or
constructed capital assets are reported at cost or estimated historical cost. The cost of normal
maintenance and repairs that do not add to the value of the asset or materially extend the asset's
lives are not capitalized. Capital assets of the Town are depreciated over their useful lives on a
straight-line basis as follows:

Building 25-30 years
Infrastructure 25 years
Vehicles 8-15 years
Furniture, fixtures, and equipment  5-20 years
Roads 25-30 years
Waterway 30 years
Bams 30-50 years
Software 10 years

Long-Term QObligations

In the government-wide financial statements, long-term debt and other long-term okligations are
reported as liabilities in the statement of net assets. Bond premiums and discounts, as well as
issuance costs, are deferred and amortized over the life of the bonds using the straight-line
method that approximates the effective interest method. Bonds payable are reported net of the
applicable bond premiums or discounts and deferred losses on refundings. Bond issuance
costs are reporled as other asseis and amortized over the term of the related debt.

In fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing scurces. Premiums received on debt issuances are reported as
other financing scurces while discounts on debt issuances are reported as other financing
uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures.

Compensated Absences

The Town has a policy fo accrue compensated absences for empioyees when the obligation
relating to the employee's rights to receive compensation is attributable to the employee’s services
already rendered, when the rights vest and accumulate and when the payment is payable.
Vacation pay meets the above criteria for accrual, whereas sick pay does not. Sick pay does not
vest until an employee reaches retirement age. In accordance with GASB Statement No. 16,
Accounting for Compensated Absences, no liability is recorded for nonvesting accumulative rights
to receive sick pay benefits.
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TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 1.

Note 2.

Summary of Significant Accounting Policies {continued}

Compensaled Absences (continued)

The sick leave termination benefit for employees who have a minimum of five years consecufive
employment and are terminated for non-disciplinary reasons is computed based on a percenlage
of actual sick leave. The sick leave termination benefit is paid as a taxable lump-sum bonus at
termination. Employees who were older than age 55 on July 1, 2000, and were employed by the
Town were grandfathered under the prior plan of receiving their sick leave as a retirement benefit.
The grandfathered employees are eligible for the greater of the sick leave termination benefit or
the sick leave retirement benefit. Sick leave was not accrued other than for the termination or
retirement benefit, but the maximum censidered possible benefits payable from services prior to
June 30, 2007, weould be $1,354,817 excluding fringe benefits.

Program Revenues

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
granis and confributions. Internally dedicated rescurces are reported as general revenues
rather than as program revenues. Likewise, general revenues include all taxes.

Cash and Investments

The foliowing schedule reconciles deposits and investments within the footnotes to the statement
of net assets amount:

Restricted
Cash and Cash and
Cash Cash Restricted
Equivalents Investments Equivalents Invesiments Total
Governmental Activities:

General Fund $ 3654638 § 10567470 % 1926 § 1365807 % 15,589,841
Accommodations Tax 1,046,945 1,046,945
Beach Preservation Fees 2,862 655 12.000,000 14 862,655
Tax Increment Financing 2,384,358 2,384,358
Home Grant 22,643 22,613
Real Estate Transfer Fee 5,088,343 1,000,000 6,088,343
Capital Projects 2,994,309 $.420271 15,907,793 24,322 373
Debt Service 3,549,307 5,723,401 10,272,708
Town Franchise Fees 435,549 435,045
$ 12173239 § 23446848 $ 3408837 $ 35887101 $ 75025884
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TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 2.

Cash and Investments {continued)

Deposits:

Custodial Credit Risk

Custodial credit risk is the risk that in the event of failure, the Town's deposits may not be returned
to the Town. The Town maintains cash bank accounts with several banks. At
June 30, 2007, the $15,582,136 carrying balance and $16,148,981 bank balance were held in
various banks of which $236,877 was covered by Federal depository insurance. The remainder of
the bark’s collected baiance is secured by government securities held by the Town's Agent, the
bank, in the Town's name. A sum of $3,084 is held in petty cash funds of the Town. Of the total
carrying cash balance of $15,579,052 in cash, $3,408,897 has been resfricted.

Investments

At June 30, 2007, the Town had investments and maturities as shown below:

Fair Value 1 Year
Maney Market Funds $ 56,523,844 $ 56,523,844
UJ.S. Agency Discount Notes 2,919,904 2,919,904
$ 59,443,748 $ 59,443,748

In accordance with the provisions of two South Carolina Statutes, S.C. Code Ann, § 6-5-10 and
S.C. Code Ann. § 11-1-60, the Town is authorized to invest in the following instruments:

Government National Mortgage Asscciation {GNMA)

Federal Home Loan Banks {FHLB)

Small Business Administration {SBA}

LJ.S. Maritime Administration {MA)

Tennessee Valley Autherity {TVA)

U.S. Export-import Bank {Eximbank}

Farmers Home Administration {FHA)

Federal Financing Bank (FFB})

General Services Administration (GSA)

Department of Housing and Urban Development (HUD}

Repurchase agreements whose underlying purchased securities consist of the afore-
mentioned instruments;

+ Money market mutual funds regulated by the Securifies and Exchange Commission and
whose portfolios consist only of dollar-dencminated securities; and

¢ local government investment pools either state-administered or developed through joint
powers statutes and other intergovernmental agreement legislation.
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TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 2. Cash and Investments {continued)

The Town's primary objectives, in priority order, of investment activities shall be safety, liquidity,
and yield:

1. Safety — Safety of principal is the foremost objective of the investment program. Investments
shall be undertaken in a manner that seeks to ensure the preservation of capifal in the overall
portfolio. The objective will be to mitigate credit risk and interest rate risk.

a. Credit Risk — The Town will minimize credit risk, which is the risk of loss due to the
failure of the security issuer or backer, by:

e Limiting investments to the types of securities in compliance with the
provisions of South Carolina statutes as bulleted in the aforementioned
section.

b. Interest Rate Risk — The Town will minimize interest rate risk, which is the risk that the
market value of securities in the portfolio will fail due to changes in market interest
rates, by:

e Structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations; thereby, avoiding the need to sell
securities on the open market prior to maturity.

¢ Investing operating funds primarily in shorter-term securities, money market
mutual funds, or similar investment pools.

2. Liquidity — The invesiment portfolio shall remain sufficiently liquid to meet all operating
requirements that may be reasonably anticipated. This is accomplished by structuring the
partfolio so that securities mature concurrent with cash needs to meet anticipated demands.
Alternatively, a portion of the portfalic may be placed in money market mutual funds or local
government investment pools which offer same-day liquidity for short-term funds.

3. Yield — The Town’s cash management porifolio shall be designed with the objective of
regularly meeting or exceeding the state investment pool, a money market mutual fund
provided through Town's current banking institution or the average rate on Fed funds,
whichever is higher. The investment program shall seek to augment returns above this
threshold, consistent with risk limitations identified herein, and prudent investment principles.

At June 30, 2007, the Town had debt securities and gquality ratings as shown below:

Quality Rating
Aaa
Fair Value {Moody's) Unrated
Money Market Account $ 56,523,844 $ - $ 56,523,844
U.S. Agency Discount Notes 2,919,904 2,919,904 -
$ 59,443,748 $ 2919904 $ 56,523,844
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Note 2. Cash and Investments {continued)

Lnrated investments {overnight funds) are invesied in a money market “account” vs. a true
“fund.® Thatis, the funds are held by Wachovia Bank in an interest-bearing depository account.
As such, they are collateralized per Section 6-5-15 of the SC Code which oullines securing
bank depaosits.

Note 3. Receivables

Af June 30, 2007, the Town's receivable balances were as follows:

Coemmeriwite Frarcia Saerents
Fund Frencia Staerrenis
Bearh Copitdl
Georera Preservation Prged Ceht Ctter
Furd Fee Fund Senvice Reodvaties Totd

Rerivatles

BV Fees § 13802 $ 1374872

Local acooroctions tres 819,065 819,065

Ctter receivaties 4887 182545 187,432

BLEness license revenues (o2 Ts 074 5215 874

Bearh preservation fees 1640947 1,640,947

Hospitality taxes/Cther 149796 1,497 903
Goss reoeivatles 258,66 1,640,947 1,497,903 - 182,545 5,550,021

Less: dlowance for uncollectitles 1,107,386 - - - - 1,107,385
Net Receivaies $ 1165241 $ 1640947 $ 147906 § - 0§ 155§ 4406%
Reoaivaties from Brrployess:

Cobra Imsurarce $ @1 % - 8 - 3 - % - 3 @

Corrputer Purchases® 0787 - - - - a0,787
Tod Recdivabies fom Erployees $ 77610 % - 3 - 3 - 3 - § 77610

*The computer loans are repaid over three (3) years with no interest due.
Note 4. Interfund Balances and Activities

Amounts due fromAe funds resulted from interfund goods and services provided or reimbursable
expendituresfexpenses incurred on or before June 30, 2007 for which paymeni was
received/made after June 30, 2007.

interfund receivables and payable balances at June 30, 2007 are as follows:

Due From
Tax Real
Increment  Accom. Estale Beach Capital
General  Financing Tax Transler  Preservalion  Projects Debt
Fund District Fund Foes Fees Fund Semvice Tolal
Due To:

Genera! § 17957 $ 1519030 § 1598601
Beach Preservation Fees 1232 50504 57,19
Capllal Project Fund 213812 37208 1213 97,080 360,903
Deht Senvice Fund 4 i1 105,136 131,638 281,085
Other Govemmental Funds 331 15
Total . § 32497 5 23812 § 16850 § 74 § 970 § 1650868 & 505K 5 274530
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Note 4. Interfund Balances and Activities (continued)

Transfers toffrom Other Funds

The Town uses transfers to {1) move revenues from the fund that by statute or budget requires
to collect them to the fund that statute or budget requires to expend them, {2) move Town grant
monies from grantor funds to grantee funds, and (3) transfer bond proceeds from the fund that
by statute or budget requires to receive them to other funds authorized to execute the project.

Transfers infqut for the year ended June 30, 2007 are summarized below:

Transfer In
Debt
Service Capital
General Fund Fund Projects Fund Total
Transfers Cut:
TIF 3 219,210 % 7,282 725 3 7,511,835
Accommeodations Tax 1,091,938 131,237 1,223,175
Real Estate Transfer Fees 2.777.588 3,184 853 5,962,441
Beach Preservation Fees 855,360 363,142 1,823,113 3,041615
Capital Project Fund 1,896,180 4 912,765 6,808,935
QOther 654,616 64,616
Total 5 4,127,305 $ 8,053,485 $ 12,431,028 3 24 612,718

Note &, Due To or From Other Governments

The amounts due to the Town from other governments are as follows:
General Fund

Properly Taxes - Beaufort County 3 129,802
E 911 - Beauforl County 33,350
Dispatch/ EMS 911 - Beaufort County 18,750
Beaufort County Land Care South 8,370
SCDOT 35,980
SC MER Inventory 1,880
State Shared Taxes 271,702
EMS Grant - Beauforl County 6,435
Beaufort Gounty - DHEC Grant 525

506,794
Tax Increment Financing Fund - Beaufor! County 338,102

Debt Service Fund

Property Taxes - Beaufort County (07-01-08 thru 07-31-06) 82,775
Merchant Inventory Tax 06-30-06 State of SC 888
83,663

Capital Projects Fund

Property Taxes - Beauforl County (07-01-08 thru 07-31-06) 13,889
CIP - Merchant Inventory (Quarter June 2008) 130
Beaufort County - Honey Horn Grant 250,000
State Sunday Liguor Fees 57,400
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Note 5.

Note 6.

Due To or From Other Governments {continued}

Capital Projiects Fund (continued}

Stormwater Fees - Beaufort County {068-01-06) 19,695
State of SC CDBG Grant 3,561
State of SC PARD Grant 19,845

364,510

Accomodations Taxes
State of South Carolina 1,331,523

Real Estate Transfer Fees
Beaufort County 291,161

Total Due from Other Governments % 2,915,753

The amounts due from the Town o other governments are as follows:

Geperal Fund

State of SC Fire Academy 330
SC Municpal Insurance Trust 1,030
Beaufort County - Impact Fees 11,055
Municipal Court State Fees - SC State Treasurer 47,938
Sherifl's Department - Beaufort County 589,862
PORS - Retirement June S5,447
State of Scuth Carolina - Use Taxes 5,961
State of SC 5

452
Total Due to Other Governements $ 752,080

Restricted Assets, Liabilifies, and Fund Balance

Restricted assets arise through the Town's receipt of funds to ensure compliance with its laws and
regulations and through Town Council designating cerlain amounis for specific fuiure
expenditures.

Certain coniractors are required to pest bonds in respect to agreements to perform work required
by the Municipal Code. Some of these funds are held in the performance bond escrow account to
be returned with interest earned on satisfactory complelion of the contractors’ abligations while
others are held without interest. The amount heid in a separate bank account is $85,884 while
$1,926 is held in the general bank accounts.

Bonds paid by individuals for Municipal Court are required fo be held in an escrow account until

after the trial date. These funds are then either repaid to the individual or recognized as revenue
by the Town based upon the verdict. At June 30, 2007, $62,410 was the balance of bonds held.

34



TOWN OF HILTON HEAD ISLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 6.

Restricted Assets, Liabilities, and Fund Balance {continued}
Unreserved (continued):

Net assets in the government-wide financial statements are classified as invested in capital
assets, net of related debt; restricted; and unrestricted. Restricted net assets represent constraints
on resources that are either externally imposed by creditors, grantors, contributors, or laws or
regulations of other governments or imposed by law through state statute.

In the governmental fund financial statements, reservations of fund balance represent amounts
that cannot be appropriated or are legally segregated for a specific purpose.

Designations of fund balance represent tentative management plans that are subject to change.
The governmental fund types classify fund balances as follows:
Reserved:

Reserved for encumbrances — Portion of fund balance available to pay for commitments related
to purchase orders or contracts which remain unperformed at year-end.

Reserved for debt service — Portion of fund balance reserved to meet debt service obligations.

Reserved for land and park projects — Portion of fund balance available to pay for commitments
related to land and park projects.

Reserved - other — Portion of fund balance related to long-term employee receivables.
Unreserved:

Designated for Operating Reserve — The Town will establish and maintain an operating reserve
based on a range with a minimum of 25% up to a maximum of 30% of the Town's adopted
fiscal year operating budget. The operating reserve may be utilized for emergency purposes in
post-disaster occurrences; to offset an early fiscal year tax revenue income stream deficiency;
and io avoid emergency Town borrowing or use of tax anticipation notes. The Director of
Finance is authorized to transfer the amount of undesignated fund balance above the 30%
maximum into the debt service reserve fund to maintain an account reserved for the reduction
of Town debt. This account shall be called debt defeasance. An annual report shall be given
each year in conjunction with the budget.

Designated for Advertising Reserve — The Town will set aside 2% of the 2% local hospitality tax
and 5% of the 1% local accommodations tax revenues collected annually into a disaster
adverising reserve account. These funds are held in reserve for disaster management
communications oriented programs. The fund will be used to provide post disaster advertising,
a communications link to emergency agencies, and media programs to provide public notice.
Funds may be distributed upon authorization by the Town Manager. The total amount of funds
to be deposited in the reserve for this purpose will not exceed $1 million. Annual interest
earned on funds in the reserve will also be deposited into the account,

Designated for General Reserve — Onge the Disaster Advertising Reserve reaches $1 million,
the Town will set aside 2% of the 2% local hospitality tax and 5% of the 1% local
accommodations tax revenues collected annually into a disaster general reserve account.
These funds may be used for pre-disaster planning and post disaster recovery efforts {non-
communication related activities or debt service payments). The total amount of funds held in
reserve for this purpose will not exceed 15% of the General Fund's annual operating revenue.
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Note 6. Restricted Assets, Liabilities, and Fund Balance {continued)

Unreserved (continued):

Designated for Real Estate Transfer Fee Debt Service Reserve — The Town will set aside $1
million of real transfer fees into a disaster debt service reserve account in the Real Estate
Transfer Fee Fund. The funds will be used 1o fund debt service payments during a disaster or
financial crisis.

Designated for Beach Preservation Reserve — The Town will hold in an interest bearing account
a postion of the amounts on deposit in the Town of Hilton Head [sland Beach Preservation Fee
Account., The amount to be held in this reserve account shall not exceed $12 million.

Undesignated - Portion of total fund balance available for appropriation that is uncommitted at
year-end.

Note 7. Accounts Payable

Accounts payable consists of payments due, but unpaid at year-end.

Goverrrent-Wee Finerdd Siderrents
Furd Firerdid Staterrerts
Aormosions Beach Deht Cital Ohe
Gaerd Tax Freservaticn Senice Fged Goverrrrert
Furd Fud Fees Furd Fud Furs Taid
Payeltes
Aortspayie $ ABSB § 13332 b a0 F #|M88 § Zrad  § 13R0E2
Aconed payral e irfe <) 9754
Tad payaies $ 121652 & 1832 5 - P 80 § @8 § Mad  § 22408
Note 8. Unearned/Deferred Revenue and Net Assets

Unearned/Deferred Revenue

The balance of deferred revenues in the fund financial statements (includes both the deferred and
unearned amounts disclosed below) and unearmed revenues in the government-wide financial
statements at year end are composed of the following elements:

Deferred  Unearned
Revenue Revenue

Grant revenues received in advance of being earned-
Nonmajor Governmental $ 22274 § 22,274
$ 22274 § 22,274

The following is an explanation of each deferred/unearned revenue:

Special Revenue Fund — Home Grant Fund

The deferred revenue in the Home Grant Fund for the year ended June 30, 2007, was $22,274.
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Note 8. Unearned/Deferred Revenue and Net Assets {continued}

Net Assets

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

Invested in capital assets, net of related debf:

Net capital assets $ 202,361,105
Less: General obligation bonds (67,460,000)
Revenue bonds (51,565,000}
Certificates of participation {7.955,000)
Capital leases (67,140)
Add: Bond issue costs and loss on
refunding 2,681,653
Unspent bond proceeds 15,900,216
93,895,834
Restricted for;
Disaster recovery: General Fund 1,484,516
RETF Fund 1,000,000
2,484 516
Beach renourishment 12,060,000
Debt service 9,197,626
Unrestricted 35,803,517
Total net assets $ 153,381,493
Note 9. Accommodations Tax Fund

Accommodations Tax Fund is a Special Revenue Fund to record Accommodations Tax receipts
and grants approved by Town Council payable out of appropriations. Thirty percent (30%) and five
percent {5%) of Accommodations Taxes after deducting a $25,000 transfer to the General Fund is
required to be transferred to the Hilton Head Island Chamber of Commerce Visitor and Convention

Bureau and the general fund, respectively. The remaining amounts are allocated to various
projects approved by Town Council and these projects must be tourism related.

Town Council has adopted a policy whereby the appropriations for an individual project will lapse if
the project is not underway by July 1 of the year following appropriation. The appropriation can be
extended, annually, until the funds are expended. Appropriations totaling $20,183 were lapsed
during the fiscal year ending June 30, 2007, with $5,000 being the total [apsed against 2007
grants.
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Note 9. Accommodations Tax Fund {continued)

Recapped below are the grant appropriations and expenditures for the year ended June 30, 2007:

Appropriations Expenditures Lapsed Encumbrances
Grants (not Town related)
Coastal Discovery Museum Year 3 of 7 {Capital) 3 56,172 % 56,172 - -
Coastal Discovery Museum Year 4 of 7 {Capital) 175,000 175,000 - -
LCGOA - The Golf Island Marketing Plan 34,866 28,623 6,243 -
Coastal Discovery Museum 5 of 7 {Capital) 175,000 175,000 - -
Marlin Luther King Jr. Planning Committee 2,323 - 2,323 -
HHI COC Destination Marketing Program 130,000 130,000 - -
HHI COC Welcome Center Renovation 30,000 30,000 - -
Coastal Discovery Museum - Operations 55,545 55,545 - -
HH Community & Youth Theater - Operations 7,061 7.061 - -
HH Community & Youth Theater - Main Street Theater 23,470 22,087 1,383 -
Hilton Head Choral Society 11,000 11,000 - -
Low Country Golf Owner's Association 75,000 50,962 - 24,038
Hilton Head International Piano Competition 10,000 10,000 - -
The Sandbox: A Hilton Head Area Children's Museum 21,798 21,798 - -
HHI St. Patrick's Day Parade 9929 4 635 5,234 -
Coastal Discovery Museum § of 7 {Capital) 175,000 175,000 -
HHI COC Destination Marketing Program 150,000 150,000 - -
Arts Center of Coastal Carclina - Operations 389,233 389,233 - -
Native Island Gullah Celebration 80,000 80,000 - -
Hilton Head Orchestra - Tourism Services 140,000 140,000 - -
HHI COC Vis. & Conv. Bur. Off-Season Destination Marketing 40,000 40,000 - -
Coastal Discovery Museum - Cultural @ Eco Tourism Program 165,000 90,007 - 74,992
Hilton Head tsland Chora! Scciety 16,000 B.686 - 7,314
Hilton Head Dance Theater 10,000 10,000 - -
Hilton Head island Band Boosters 5,000 - 5,000 -
Hilton Head Island - Bluffton Visitor and Convention Bureau 355,000 89,562 - 265,437
Hilton Head |sland Concours d'Elegance 45,000 15,485 - 29,515
Hilton Head Island Concours d'Elegance Marketing Initiative 12,000 12,000 - -
Hilton Head island St. Patrick's Day Parade 9,500 5,065 - 4,435
Low Country & Resort Island Tourism Commission 18,000 18,000 - -
Main Street Theater - Captial 12,500 11,493 - 1.007
Main Street Theater - Operations 35,000 11,795 - 23,205
Sea Pines Fireworks 8,000 8,000 - -
Shelter Cove Harbour Company - HarbourFest 2007 8,000 8,000 - -
Skull Creek - 4th of July Celebration 8,000 8,000 - -
South Carclina Repertory Company 18,000 18,000 - -
The Sandbox; An Interactive Children's Museum 28,000 4,734 - 23,266
Total Grants (not Town related) $ 2,544,397 $ 2,071,003 $ 20,183 % 453,209
Other Financing Uses
Transfer to Generai Fund 3 1,091,939 3 1091939 - S -
Transfer to Capital Projecls Fund 131,237 131,237 - -
Total Other Financing Uses $ 1,223,176 $ 1,223176 $ - $ -
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Note 9. Accommodations Tax Fund {continued)

The more significant projects and the related commitments are as follows:

Cultural Council

Town Council approved grants for the Arts Center of Coastal Carolina for the visual and
performing arts. A total of $402,078 was approved for operations during 2007/2008.

The grant amounts exclusive of the amounts paid fo the Chamber of Commerce have been

reflected on the financial statements as follows:

Accommodations Tax Grants

For the year

ended June 30, Approved Paid Lapsed Unpaid
2001 2,247.614 (2,213,249) (34,365) -
2002 2,020,100 {2,000,343) (19,757} -
2003 2,165,544  (2,165,050) (494} -
2004 2,080,000 (1,993,143) (30,684) 56,173
2005 2,087,265 (1,874,900) (2,500) 209,865
20086 2,389,750 (1,804,388) {30,000) 555,362
2007 2,724,393  (2,290,222) {(5,000) 429,171

The unpaid balances for approved grants are reflected as an encumbrance of fund balance in the
Special Revenue fund. Fund balance at June 30, 2007, was 31,628,800 of which $453,209 was
encumbered by approved grants,

Town councii has approved amounts for 2007/2008 grants as follows:

Arts Center of Coastal Carolina $ 402,078
Coastal Discovery Museum 175,000
Hilton Head Orchestra 165,000
Native Island Gullah Celebration 85,000
Town Operations — Tourism Support 1,040,341
CIP - Pathway Rehabilitation 30,600
Hilton Head Island — Blufflon Visitor & Convention Bureau 20,000

§ 1,918,019
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Note 10.

Long-Term Obligations

Capital Leases

On December 16, 1997, the Town entered into a lease agreement with LaSalle National Bank
concerning the purchase of two 1998 custom fire trucks. The purchase price of the new trucks
was $793,314 of which $417,000 was a trade-in on an older fire truck. The total amount incurred
on the lease was $539,495 which included the remaining balance of the lease on the fire truck
traded in, The lease bears an interest rate of 5.23% and is payable in annual installments of
principal and interest of $70,650 through December 2007. The lease is being paid annually
through the general fund. A schedule of the amount due for this lease follows:

Governmental Activities

For the Year Ended
June 30 Interest Principal Total

2008 $ 3,510 367,140 $70,650

Certificates of Participation

On March 1, 2004, the Hilton Head Island Public Facilities Corporation, a non-profit entity and
component unit of the Town, entered into a Certificate of Participation with Wells Fargo Bank, N.A.
for $9,060,000 secured by Town properties. A schedule for the amount due on this certificate
follows:

$9,060,000 (Tax-Exempt) Certificates of Participation Dated March 1, 2004

Governmental Activities

For the Year Interest Rate by

Ended June 30 Year (%) Interest Principal Total
2008 2.250 $ 224717 % 940,000 $ 1,164,717
2009 2.250 203,567 965,000 1,168,567
2010 3.000 181,855 980,000 1,161,855
2011 3.000 152,455 1,010,000 1,162,455
2012 3.000 122,155 1,035,000 1,157,155
2013 5.000 91,105 1,065,000 1,156,105
2014 3.350 37,855 1,130,000 1,167,855

$ 1,013,709 $ 7,125,000 $ 8,138,709

The Town is required to maintain a reserve which shall be the lesser of (a) 10% of stated tax
exempt amount of certificates; {b) maximum annual debt service on certificate for any fiscal year,;
or {c} 125% of average annual debt on the certificates. At June 30, 2007, $1,034,748 was the fair
value of the amount held in the reserve fund for the tax-exempt certificates. The Capital Projects
Fund is repaying these certificates of participation.

On March 3, 2005, the Hilton Head Island Public Faciliies Corporation, refunded taxable

Certificates of Participation issued with Wells Fargo Bank, N.A. in 2004 with tax-exempt
certificates.
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Note 10.

Long-Term Obligations {continued)

Certificates of Participation {continued)

During that time, the Town issued $1,055,000 in tax-exempt Cerlificates of Participation bearing
an interest rate of 3.97% to refund $1,450,000 of taxable Cerlificates of Participation with a
variable interest rate. The Town contributed approximately $450,000 from the Town's Debt
Service Reserve, thereby reducing the principal by $400,000 on this issue and the balance
being used to fund the cost of issuance. The net proceeds of $1,002,362 (after payment of
$52,638 in issuance costs) were used to purchase United States government securities. The
cerlificates were refunded to reduce total debt service payments over the next nine (9} years by
$519,451 and resulted in an economic loss (difference between the present values of the old
and new debt service payments) of approximately $17,760. A schedule for the amount due on
these certificates follows:

$1.055,000 (Tax-Exempt] Cerificates of Participation Dated March 3, 2005

Governmental Activities

For the Year Interest Rate by
Ended June 30 Year (%)

Interest Principal Total
2008 3.970 3 32951 3% 110,000 3 142,951
2009 3.970 28,584 115,000 143,584
2010 3.970 24,018 115,000 139,018
2011 3.970 19,453 120,000 139,453
2012 3.970 14,689 120,000 134,689
2013 3.970 8,925 12C,000 128,925
2014 3.970 5,161 130,000 135,161

$ 134,781 & 830,000 $ 964,781

General Obligation Bonds

On July 9, 1996, the Town issued $1,425,000 general obligation bonds to fund capital projects for
a water tower, fire hydrants, rengvation of fire stations, and other corporate purposes. A schedule
of the amount due for this issue follows:

$1.,425,000 General Obligation Bonds Dated June 1, 1996

Governmental Activities

For the Year Interest Rate by

Ended June 30 Year (%) Interest Principal Total
2008 5.300 $ 23,045 % 160,000 % 183,045
2009 5.400 14,215 170,000 184,215
2010 5.500 4,812 175,000 179,612

$ 42,072 § 505,000 3 547,072
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Note 10. Long-Term Obligations {continued)

General Cbligation Bonds{continued)

Cn July 9, 1998, the Town issued $11,180,000 general obligation bonds to defease the remaining
amount of the $1,250,000 general obligation bonds dated November 1, 1887, and the remaining
amount of the $11,6800,000 general obligation bonds dated August 1, 1989. A schedule of the
amount due for this issue follows:

$11.180.000 General Obligation Bonds Dated June 1, 1996

Governmental Activities

For the Year Interest Rate

Ended June 30 by Year (%) Interest Principal Total
2008 5.300 $ 135,712 % 935,000 % 1,070,712
2009 5.400 84,205 990,000 1,074,205
2010 5.500 28,737 1,045,000 1,073,737

$ 248,654 § 2970000 § 3,218,654

On Aprl 1, 1998, the Town issued $15,000,000 general obligation bonds which repaid a bond
anticipation note of $10,000,000 for land acquisition and $3,000,000 for capital projects issued
during the year ended June 30, 1999, and to finance capital projects. A schedule of the amount
due for this issue follows:

$15,000,000 General Obligation Bonds Dated April 1, 1998

Governmental Activities

For the Year Inferest Rate

Ended June 30 by Year (%) Interest Principal Total

2008 5.500 $ 624808 % 495000 § 1,119,808
2009 4.750 598,964 515,000 1,113,964
2010 4.800 573,892 535,000 1,108,892
2011 4900 547,333 560,000 1,107,333
2012 5.000 518,987 585,000 1,103,987
2013 5.000 488,988 615,000 1,103,988
2014 5100 457,165 645,000 1,102,165
2015 5.125 423,421 675,000 1,098,421
2016 5.125 388,058 705,000 1,093,058
2017 5125 351,030 740,000 1,091,030
2018 5.125 312,080 780,000 1,092,080
2019 5.125 271,080 820,000 1,091,080
2020 5.200 227,707 869,000 1,087,707
2021 5.200 181,817 905,000 1,086,817
2022 5.250 133,219 955,000 1,088,219
2023 5.250 81,769 1,005,000 1,086,769
2024 5.250 27,694 1,055,000 1,082,694

$ 6208012 $ 12450000 § 18,658,012
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Note 10. Long-Term Obligations (continued)
General Obligation Bonds{continued}

On November 18, 1999, the Town issued $6,000,000 general obligation bonds to finance capital
projects. A schedule of the amount due for this issue follows:

$6,000.000 General Obligation Bonds Dated November 1, 1999

Governmental Activities

For the Year Interest Rate
Ended June 20 by Year (%) Interest Principal Total
2008 7.000 $ 305630 § 185,000 § 490,630
2009 6.250 293,061 195,000 488,061
2010 5.000 281,843 205,000 486,843
2011 5.100 271,235 215,000 486,235
2012 5.200 259,773 230,000 489,773
2013 5.300 247,433 240,000 487,433
2014 5.400 234,188 255,000 489,188
2015 5.500 219,878 270,000 489,878
2016 5.600 204,613 280,000 484,613
2017 5.625 188,355 300,000 488,355
2018 5.700 170,920 315,000 485,920
2018 5.750 152,311 335,000 487,311
2020 5.800 132,385 355,000 487,385
2021 5.800 111,215 375,000 486,215
2022 5.800 88,885 395,000 483,885
2023 5.800 65,250 420,000 485,250
2024 5.800 40,165 445,000 485,165
2025 5.800 13,630 470,000 483,630

$ 3280770 § 5485000 § 8,765,770
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Note 10. Long-Term Obligations (continued)

General Obligation Bonds(continued)

On May 12, 2004, the Town issued $15,000,000 general obligation bonds for general land
acquisition. A schedule of the amount due for this issue follows:

$15,000,000 General Obligation Bonds Dated May 1, 2004

Governmental Activities

For the Year Interest Rate by

Ended June 30 Year (%) Interest Principal Tolal
2008 3.500 $ 664575 % 415,000 § 1,079,575
2009 3.500 650,050 425,000 1,075,050
2010 5.500 635,175 435,000 1,070,175
2011 5.500 611,250 450,000 1,061,250
2012 5.500 586,500 465,000 1,051,500
2013 5.250 560,925 480,000 1,040,925
2014 5.250 535,725 500,000 1,035,725
2015 5.250 509,475 520,000 1,029,475
2016 5.000 482,175 540,000 1,022,175
2017 5.000 455,175 560,000 1,015,175
2018 4.400 427 175 585,000 1,012,175
2019 4.500 401,435 610,000 1,011,435
2020 4.500 373,985 635,000 1,008,985
2021 4,500 345,410 665,000 1,010,410
2022 4.625 315,485 695,000 1,010,485
2023 4.700 283,341 730,000 1,013,341
2024 4.750 249,031 765,000 1,014,031
2025 4.750 212,694 800,000 1,012,694
2026 4,750 174,694 840,000 1,014,694
2027 4.875 134,794 880,000 1,014,794
2028 4.875 91,894 820,000 1,011,894
2029 4.875 47,044 965,000 1,012,044

$ 8,748,007 § 13,880,000 § 22,628,007

On October 26, 2004, the Town issued $5,365,000 in general obligation bonds with an average
interest rate of 2.87% to advance refund $4,925,000 general obligation bonds dated April 1, 1998,
with an average interest rate of 4.88% to finance capital projects. The net proceeds of $5,302,552
including a premium of $38,304 (after payment of $100,752 in issuance costs) and funds on hand
were used to purchase United States government securities. These general obligation bonds
were refunded to reduce total debt service payments over the next eight (8) years by $133,983
and to obtain an economic gain {difference between the present values of the old and new debt
service payments) of approximately $139,650. A schedule of the amount due for this issue
follows:
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Note 10.

Long-Term Chligations {centinued}
General Obligation Bonds(continued}

$5.365.000 General Obligation Bonds Dated October 1, 2004

Governmental Activities

For the Year Interest Rate
Ended June 30 by Year (%) Interest Principal Total
2008 2.500 $ 145,775 % 575,000 % 720,775
2008 2.750 129,306 675,000 804,306
2010 3.000 107,800 815,000 922,800
2011 3.000 62,125 2,230,000 2,292.125
2012 3.100 14,337 925,000 938,337

) 459,343 $ 5,220,000 $ 5,679,343

On March 15, 2005, the Town issued $24,265,000 in general obligation bonds with an average
interest rate of 4.38% to advance refund $9,155,000 general obligation bonds dated November 1,
1999, and $14,075,000 general obligation bonds dated March 1, 2001, at an aggregate average
interest rate of 5.27%. The net proceeds of $24,654,307 including $822,369 in premiums {after
payment of $433,062 in issuance costs) were used to purchase United States government
securities. These general obligation bonds were refunded fo reduce total debt service over the
next twenty {20} years by $1,583,835 and to obtain an economic gain (difference between the
present values of the old and new debt service paymenis) of approximately $1,053,675. A
schedule for the amount due for this refunded issue is as follows:

$24 265,000 General Cbligation Bonds Dated March 1, 2005

Governmenta!l Activities

For the Year Interest Rate by

Ended June 30 Year (%) Interest Principal Total
2008 4,000 $ 1043615 $ g5000 $ 1,138,615
2008 4.000 1,038,715 100,000 1,139,715
2010 4.000 1,017,215 1,025,000 2,042,215
2011 4.000 967,315 1,470,000 2,437,315
2012 4.000 907,415 1,525,000 2,432,415
2013 3.750 847.196 1,585,000 2,432,196
2014 3.750 786,634 1,645,000 2,431,634
2015 4.000 721,590 1,710,000 2,431,580
2016 5.000 642,765 1,785,000 2,427,765
2017 5.000 551,265 1,875,000 2,426,265
2018 5.000 455,380 1,960,000 2,415,380
2018 5.000 355,015 2,055,000 2,410,015
2020 4.000 260,640 2,150,000 2,410,640
2021 4,100 174,683 2,095,000 2,269,693
2022 4.200 116,625 720,000 836,625
2023 4.250 85,567 750,000 835,567
2024 4,300 52,753 785,000 837,753
2025 4,375 17,937 820,000 837,937

$ 10043345 $ 24150000 § 34,193,345
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Note 10. Long-Term Obligations (continued)

General Obligation Bonds{continued}

Schedules for the amount due on the portions of general obligation bonds not refunded at this time
follow:

$2,050,000 General Obligation Bonds Dated November 1, 1999

Governmental Activities

For the Year Interest Rate by

Ended June 30 Year (%) Interest Principal Total
2008 7.125 3 66,263 $ 350,000 $ 416,263
2009 7.125 40613 370,000 410,613
2010 7.125 13,716 385.000 398,716

$ 120502 § 1105000 § 1.225592

$3,990 000 General Obligation Bonds Dated March 1, 2001

Governmental Activities

For the Year Interest Rate by

Ended June 30 Year (%) Interest Principal Total
2008 4.500 $ 76275 § 830,000 3 806,275
2009 4.500 38,925 865,000 903,925

$ 115200 § 1695000 § 1810200

Revenue Bonds

On December 1, 2002, the Town issued $17,000,000 revenue bonds to fund stormwater
management projects. A schedule of the amount due for this issue follows:

$17,000,000 Stormwater Revenue Bonds Dated December 1, 2002

Governmental Activities

For the Year Interest Rate by

Ended June 30 Year (%) Interest Principal Total
2008 2.650 3 712,708 & 535,000 $ 1,247,708
2009 3.000 697,369 550,000 1,247,369
2010 3.250 679,938 565,000 1,244,938
2011 3.450 660,665 585,000 1,245,665
2012 3.625 639,608 605,000 1,244,608
2013 3.750 616,924 625,000 1,241,924
2014 4,000 582,205 650,000 1,242,205
2015 4.000 565,705 675,000 1,240,705
2016 5.250 533,830 700,000 1,233,830
2017 5.250 486,030 740,000 1,236,030
2018 4.350 459,640 780,000 1,239,640
2019 5125 421,919 810,000 1,231,919
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Note 10. Long-Term Obligations {continued}

Revenue Bonds {cantinued}

$17,000,000 Stormwater Revenue Bonds Dated December 1. 2002

Governmental Activities

For the Year interest Rate by

Ended June 30 Year (%) Interest Principal Total
2020 5.125 379,253 855,000 1,234,253
2021 5.125 334,409 895,000 1,229,409
2022 5.125 287,388 840,000 1,227,388
2023 5.125 237,931 880,000 1,227,931
2024 4.750 187,863 1,040,000 1,227,863
2025 4.750 137,275 1,090,000 1,227,275
2026 4.750 84,194 1,145,000 1,229,194
2027 4750 28,500 1,200,000 1,228,500

'$ 8753354 § 15975000 $ 24728354

On June 1, 2004, the Hilton Head Island Public Facilities Corporation, a non-profit entity and
component unit of the Town, entered into a Certificate of Participation with Wells Fargo Bank, N.A.
for $10,775,000 secured by revenues collected from Hospitality Tax. The monies will be used for
public safety capital improvement projects. A schedule of the amouni due on this certificate
follows:

$10,775,000 (Hospitality Fee Pledge) Revenue Bond Dated June 1, 2004

Governmental Activities

For the Year Interest Rate by

Ended June 30 Year (%) Interest Principal Total
2008 3.000 $ 448,970 $ 305,000 $ 753,970
2009 3.750 439,820 315,000 754,820
2010 3.500 428,007 325,000 753,007
2011 3.500 416,632 340,000 756,632
2012 4.000 404,732 350,000 754,732
2013 4.000 390,733 365,000 755,733
2014 4,100 376,133 380,000 756,133
2015 4.250 360,553 395,000 755,553
2016 4.350 343,765 410,000 753,765
2017 4.450 325,930 430,000 755,930
2018 4.500 306,795 450,000 756,795
2019 4.600 286,545 470,000 756,545
2020 4 650 264,925 490,000 754,925
2021 4.800 242,140 515,000 757,140
2022 4.800 217,420 540,000 757,420
2023 5.000 191,500 565,000 756,500
2024 5.000 163,250 580,000 753,250
2025 5.000 133,750 620,000 753,750
2026 5.000 102,750 650,000 752,750
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Note 10. Long-Term Obligations {continued}

Revenue Bonds (continued)

$10,775,000 {Hospitality Fee Pledge) Revenue Bond Dated June 1, 2004

Governmental Aclivities

For the Year Interest Rate by

Ended June 30 Year (%) Interest Principal Total
2027 5.000 70,250 685,000 755,250
2028 5.000 36,000 720,000 756,000

$ 5950600 $ 9,910,000 $ 15,860,600

The Town is required to maintain a reserve which shall be the lesser of (a) 10% of stated amount
of certificates; (b} maximum annual debt service on certificate for any fiscal year or {c) 125% of
average annual debt on the certificates. At June 30, 2007, $851,426 was the fair value of the
amount held in the reserve fund. The Town is required to maintain a debt service pledge account
on July 1 each year which is equal to the principal and interest for that year. On June 30, 2007,
the amount in the pledge account was $870,009. The Debt Service Fund is repaying these
certificates of participation.

On August 23, 20086, the Town issued $19,000,000 revenue bonds to fund the Town’s beach
renourishment project. A schedule of the amount due for this issue follows:

$19,000,000 Beach Preservation Fees Revenue Bonds Dated August 23, 2006

Governmental Activities

For the Year Interest Rate by

Ended June 30 Year (%) Interest Principal Total
2008 5.000 3 780,610 % 2,080,000 $ 2860610
2009 5.000 679,810 2,160,000 2,835,810
2010 3.850 569,810 2,240,000 2,809,810
2011 3.875 470,073 2,320,000 2,790,073
2012 4,875 380,554 2,405,000 2,785,554
2013 3.900 286,216 2,500,000 2,786,216
2014 5.000 186,330 2,595 000 2,781,330
2015 5.000 67,500 2,700,000 2,767,500

$ 3420903 $ 19,000,000 $ 22,420,903

Tax Increment Bonds

On June 25, 2004, the Town issued $8,000,000 tax increment bonds for paying principal and
interest on the tax increment bond anticipation note of $4,530,000 which matured June 25, 2004,
and for financing redevelopment projects. A schedule of the amount due for this issue follows:

$8.000,000 Tax Increment Bonds Dated June 25, 2004

Governmental Activities

For the Year Interest Rate by
Ended June 30 Year (%) Interest Principal Total

2008 4.650 $ 294112 $ 710,000 $ 1,004,112
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Note 10.

Long-Term Obligations {continued}
Tax Increment Bonds (continued)

$8,000,000 Tax Increment Bands Dated June 25, 2004

Governmental Activities

For the Year Interest Rate by

Ended June 30 Year (%) Interest __ Principal Tolal
2009 4650 260,400 740,000 1,000,400
2010 4,650 225,176 775,000 1,000,176
2011 4.650 188,325 810,000 998,325
2012 4.650 149,730 850,000 999,730
2013 4,850 109,275 890,000 999,275
2014 4.650 66,960 930,000 996,960
2015 4650 22,669 975,000 997 669

$ 1316647 $ 6,680,000 F 7,996,647

The Town has established a Debt Service Fund for payment of the bonds.

The Town has defeased various bond issues by placing the proceeds of new bonds in an
irrevocable trust to provide for all future debt service payments on the old bonds. The liability of
the defeased bonds has been removed from the Town's long-term debt and the trust account
assets are not included in these statements. At June 30, 2007, $29,405,000 of bonds are
considered defeased debt.

The changes in long-term liabilities are summarized below:

Armounts Due
Beginning Ending Within One
Balance Additions Reductions Balance Year
Govemmental Adivities:

Bonds and notes payable:
General obligation bonds payable $ 71,240,000 $ 3780000 5 67460000 § 4040000
Cerlificales of participation 8,995,000 1,040,000 7,855,000 1,050,000
Rewvenue bonds MO6000  F 15000000 1,485,000 51,565,000 A630,000
Capital leases 343,075 2r5,935 67,140 67,140
Fremium on bonds 874,106 303,951 86,475 1,061,582 86,475
Total bonds and noles payable 115,512,181 45,303,581 6677410 128,138,722 B873.615

Other fiabilities:

Compensaled absences 1,200,568 1,354, 917 1,208,568 1,354,917 1,219,425
Total other liabilities 1,203,568 1,354,917 1,209,568 1,354,917 1,219,425

Govenmenta adiviies longtenm liabilittes § 116,721,748 § 2065088 § 7836978 § 12949638 § 10083040
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The aggregate amounts of maturities of long-term bonds due are as follows:

Government Activities
For the Year
Ended June 30 Interest Principal Total
2008 5 5,579,766 % 8,720,000 9% 14,299,766
2009 5,198,604 9,150,000 14,348,604
2010 4,771,994 9,620,000 14,391,994
2011 4,366,861 10,110,000 14,476,861
2012 3,998,481 9,095,000 13,093,481
2013-2017 14,780,858 34,330,000 49,110,858
2018-2022 8,207,906 25,010,000 33,217,906
2023-2027 2,776,582 18,340,000 21,118,582
2028-2029 174,937 2,605,000 2,779,937
Total 5 49,855,989 § 126,980,000 % 176,835,989
Note 11. Capital Assets
Capital asset activity for the year ended June 30, 2007 was as follows:
Frimary Government Beginning Ending
Balances Increases Decreases Balanca
Government activities:
Capital assets not being depreciated:
Land % 130792721 $ 7138622 % (280,649) $ 137,651,684
Davelopment Rights 3,248 587 4,487 383 - 7.716,970
Easements/Righl-of-Ways 1,840,853 504,245 - 2,345,098
Canstruction in progress 11,722,447 6,345,053 {8,947 550) 9,119,950
Total capital assels not being depreciated 147 605,608 18,456,303 (9,228,199 156,833,712
Capital assets being depreciated:
Buildings 14,123,934 1,813,478 16,037 412
Furniturs, fixtures and equipment 3,175,514 283,542 {58,099) 3,400,957
Automobiles 4,506,417 124,469 (69.212) 4,562,174
Imp. gther than buildings - park development 2,848,003 1,064,523 4 813526
Infrastructure 30,183,369 5,060,548 35,252 917
Total capital assets being depreciated 54,838,737 9,355,560 (127.311) 64,0686 986
Less accumulated depreciation for:
Buildings 5,256,680 471,604 5.728 284
Furniture, fixtures and equipment 2,445,851 393,720 {37,152) 2,802,418
Automobiles 3,687,355 218,707 (69.,212) 3,837,850
Imp. other than buildings - park development 205,148 120,508 325 657
Infrastructure 4,621,150 1,224,233 5,845,383
Total accumulated depreciation 16,216,184 § 2429773 % [106,364) 18,538,583
Total capital assets being depreciated, net 38,622,553 45,527,393
Government activily capital assets, net $ 186,228,161 $ 202,361,105
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Note 11.

Note 12.

Note 13.

Capital Assets {continued)

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

General Government $ 125,041
Management Services 59,840
Planning/Building and Fire Codes 26,956
Public Safety 755,706
Public Projects and Facilities 1,462,230
Total Depreciation Expense $ 2420773

Capital Projects Fund

The Town opened a Capital Projects Fund for the purpose of providing funds for future capital
outlays.

Fublic facilities, capital improvements, and land acquisition projects are underway. The projects
are being financed by contributions, grants, municipal improvement disirict assessments, Sunday
permit fees, hospitality tax, and a property tax levy. For the year ended June 30, 2007, the
following categories of projects were budgeted and expenditures were made as shown:

Public Facilities $ 1,545,272
Park Development 1,507 577
Land and Related Acquisitions

and Improvements 9,980,434
Beach Maintenance 18,405,499
Facilities Improvements 906,860
Roadway Improvements 1,722,722
Pathways Improvementis 745,364
Drainage Improvements 843,471
Total 335,657,199

Contracted Commitments and Operating Leases

Commitments

At June 30, 2007, the Town had outstanding construction commitments of approximately
$25,665,249. Through June 30, 2007, approximately $20,683,529 in costs had been incurred on
these commitments. At June 30, 2007, the Town had outstanding construction commitments
iotaling approximately $3,712,531 for capital projects in progress and $1,269,188 for capital
projects obligated, but not yet started.

Operating Leases

For the Town’s fiscal year ended June 30, 2007, there were no minimum rental payments under
noncancelable operating leases and no contingent rental payments. The Town’s contingent
rentals are for the lease of a building with expense being determined by repair costs incurred
during the lease term.
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Note 13.

Note 14,

Contracted Commitments and Operating Leases (continued}
Operating Leases {continued)

At June 30, 2007, future minimum payments under noncancelable operating leases with
remaining terms in excess of one year were as follows:

For the Year Ended Total
June 30, Payments
2008 3 36,789
2009 36,789
3 73,578

Pension Plan
ICMA Plan

The Town established a defined contribution money purchase pension plan on February 15, 1584,
effective for the fiscal year beginning July 1, 1984, for all full-time employees as a 401 (a) plan
through December 31, 1996, and was rolled over to a 401(k) plan on January 1, 1997. The plan is
administered by and the funds are held by the Intemational City Management Association {ICMA),
a Pension Fund Administrator. All full-time employees are covered by the plan except those
covered by the South Carolina Retirement plans and are fully vested after five years of service.
The plan calls for empioyer contributions to the fund based on 5% automatic and matching 100%
of the employee’s first 3% contribution and 50% of the next 3% contributed. All plan amendments
must be approved by the Town Manager.

For the year ended June 30, 2007, employer contributions were based on a total payroll of
$6,813,754. The amount contributed by the employer for the year ending June 30, 2007 was
$588,782 or 8.6% of covered payroll. Employee contributions to the plan were $491,605 or 7.2%
of covered payroll for year ending June 30, 2007. The present value of vested benefits does not
exceed the net assets of the pension plan. Employees who participate in the PORS plan made
contributions of $107,319 to the 401(k). No match was made far these contributions.

PORS Plan

The Town is a member of the South Carolina Police Officers Retirement System (PORS). Al full-
time public safety employees whose principle duty is the prevention and control of property
destruction by fire, excluding clerical staff, are eligible and must belong to the System, a cost
sharing multiple-employer defined benefit pension plan administered by the State of South
Carolina Retirement Systems, a Division of the State Budget and Control Board. Both employers
and empiloyees are required to contribute fo the plans under authority of Title 9 of the South
Carolina Code of Law. Mandatory employee contributions of 6.5% of their total eamings are made
through payroli deductions. Employees hired before July 1, 1995, who complete three years of
service only contribute 3.0% and the Town pays the remaining 3.5%. For the year ended June 30,
2007, $6,715,389 of wages was subject to retirement. The Town pays the emplayer contribution at
the rate of 10.3% of member salaries except for employees hired before July 1, 1995, who
complete three years of service then the employer contribution rate is 13.8%. During the year
ended June 30, 2007, a total of $843,549 was contributed intc the System for the Town's share
and $284,715 for the employees’ share, which represented 12.56% and 4.24% of covered payroll,
respectively. During the years ended June 30, 2006 and 2005, $844,832 and $828,772 were
contributed to the system for the Town's share, representing 12.58% and 12.81% of covered
payroli, respectively. The Town also contributes .004% of salary for group life contributions and
accidental death contributions. All employees contribute at the actuarially required contribution
rate.
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Note 14.

Note 15.

Note 16.

Pension Plan (continued)

PORS Plan {continued}

Employees vest after five years and are entitled fo a deferred annuity commencing at age 55.
Employees who retire at age 55 with 5 years of service or have twenty-five years of credited
service are entitied to a retirement benefit, payable monthly for life equal to 2,14% of average final
compensation times years of credited service. The Systern also provides disability benefits, cost
of living adjustments on an ad-hoc basis, life insurance benefits, and survivor benefits which are
established by State statute.

A Comprehensive Annual Financial Report containing financial statements and required
supplementary information for the Police Officers’ Retirement System is issued and publicly
available by writing the Scuth Carolina Retirement System, P. Q. Box 11960, Columbia, SC
29211-1960.

Pension Plan Summary - ICMA and PORS Combined

For the year ended June 30, 2007, employer contributions were based on a total payroll of
$13,895,761 of which $13,529,143 or 87.36% of the total payroll was covered under the plan.
Employer contributions were $1,432,331 or 10.31% of covered payroll. Employee contributions
were $883,639 or 6.36% of covered payroll.

Deferred Compensation Plan

The Town offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457. The plan, available to all government employees, permits them to
defer a portion of their salary until future years. Participation in the plan is optional. The deferred
compensation is not available o employees until termination, retirement, death or unforeseeable
emergency. All amounts of compensation deferred under the plan, all preperly and rights
purchased with those ameunts, and all income attributable to those amounts, property or rights
are solely the property and rights of the employee.

Management of these funds is by the retirement plan administrator of International City
Management Association (ICMA).

Investments are managed by the plan's frustee under one of five investment options, or a
combination thereof. The choice of the investment opticn(s)} is made by the participants.

Health Plans

In January 2001, the Town inslitufed a medical flexible plan whereby the Town contributes a set
amount each year per employee based upon their years of service. The employees submit
reimbursement requests for medical expenses to human resources for reimbursement. Amounts
not used during the calendar year are carried over to the next year. The Town’s liability under this
plan totaled $175,723 at June 30, 2007, and is included as a liability in the General Fund in the
accrued payroll and employee payables.

In January 2005, the Town instifuted a preventive healthcare plan whereby employees are eligible
for reimbursement of expenses associated with preventive care examinations and/or fests up to
an established limit each year. The reimbursement is available for use by the employee or a
dependent of the employee. There is only one benefit per family per year. Unused funds will be
forfeited at the end of the year. For the period ending June 30, 2007, the limit was $200, and the
Town's liability under this plan totaled $46,131.
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Note 16.

Note 17.

Note 18.

Health Plans {continued}

In January 2005, the Town also instituted a preventive dental care plan whereby employees
covered by the State Dental Plan are eligible for reimbursement of out-of-pocket expenses
assodiated with preventive dental care up fo an established limit each year. The reimbursement is
available to the employee and their dependents provided they are covered under the State Dental
Plan. Unused funds will be forfeited at the end of the year. For the period ending June 30, 2007
the limit was $100 per covered individual, and the Town's liability under this plan {otaled $51,080.

Other Post-Employment Benefits

In January 2002, the Town instituted a pian for retiree medical expenses. Annually, the Town
contributes a percent of the value of the forfeited sick leave into individual ICMA investment
accounts to pay retiree medical expenses based on years of service. The contribution schedule is
as follows:

< 15 years of service — 50% of the value of forfeited sick leave
215 < 20 years of service — 75% of the value of forfeited sick leave
2 20 years of service — 100% of the value of forfeited sick leave

The Town contributed $75,399 during the year ended June 30, 2007. Employees who retire
meeting 25 years for Pelice Office Retirement System or 5 years of service and age 55 are eligible
for the benefit. The plan carries to survivor or dependent at death, but is used for future
contributions credit if an employee leaves for a reason other than retirement. Three (3) employees
were eligible for the benefits for the period ending June 30, 2007.

In June of 2004, the Government Accounting Standards Board issued GASB 45 “Accounting and
Financial Reporting by Employers for Post-Employment Benefits Other Than Pensions.” Under
this pronouncement, starting in Fiscal Year 2009, the Town may be required to disclose the cost of
this benefit for all its employees. In FY 2007 the Town completed the impact study and is currently
reviewing its options in preparation for implementation in FY 2009.

Contingencies

Arbitrage - State and local bonds issued after 1984 are subject to arbitrage restrictions as enacted
by the Federal government. To retain the Bonds tax exempt status, local governments must meet
the regulations as adopted by the U.S. Treasury Department. The proceeds from the bond issue
must not be invested, for more than a temporary period, in obligations producing a materially
higher yield than the bond issue. To maintain tax exemnpt status, the yield earned at the materially
higher rate over the bond cost must be remitted to the U.S. Treasury every five years. Exceptions
to the regulations include the requirement that the local government expend all the Bond proceeds
within designated periods which could be up to three years.

Based on preliminary calculations by the Town's Management, the Town is not earning materially
higher yields and it expects to expend all funds within the designated time.

Risk Management and Litigation - The Town is exposed to varous risks of losses related to torts;
theft of, damage to, and destruction of assets; errors and omissicns; injuries to employees; and
natural disasters. The Town participates in the State of South Carolina insurance fund and also
purchases commercial insurance as its primary defense against losses arising from the above.
The fund provides beneficial insurance rates with regular insurance coverage. The fund is not
considered a risk pool. The amount of settlements has not exceeded insurance coverage over the
past three fiscal years.
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Note 18.

Contingencies (continued}

The Town has also designated a portion of its fund balance to defray the extraordinary costs it
anticipates it would incur during a natural disaster. These anticipated costs are for employee
overtime, disaster aid and the like. All risk management activities are accounted for in the general
fund.

Expenditures and claims are recognized when it is probable that a loss has occurred and the
amount of the loss can be reasonably estimated. In determining claims, events that might create
claims, but for which none have been reported, are considered. No amount for claims has been
accrued at June 30, 2007.

Lawsuits - The Town has been named in several lawsuits concerning zoning, enforcement of
Town ordinances and for performance. None of these suits claim any damages.

The Town has been named in several lawsuits concerning other matters asserting monetary

damages. The cases are in preliminary stages and the possible outcome or damages are
unknown at this time.
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General Fund

The General Fund is used to account for resources traditionally
associated with government which are not required legally or by sound
financial management to be accounted for in another fund.



TOWN OF HILTON HEAD ISLAND
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET (GAAP Basis) AND ACTUAL
YEAR ENDED JUNE 30, 2007

Schedule 1

Variance
With Final
Qriginal Final Positive
Budget Budget Actual {Negative)
Revenues:
Real and Personal Property Taxes $ 10,134,510 § 10,134510 § 9,940,043 % (194,467)
Accommodations Tax:
Local 1% - Public Safety 2,140,000 2,140,000 2,207,972 67,972
Business License and Franchise Fees:
Business License 7,000,000 7,000,000 7,668,657 668,657
Cable Television Franchise 509,250 509,250 573,207 63,957
Beach Franchise 4,200 4,200 19,234 15,034
Total 7,513,450 7,513,450 8,261,098 747,648
Permits:
Construction 1,050,000 1,050,000 544,563 (505,437}
Development 15,900 15,900 13,361 {2,539)
Other 670,000 670,000 795,649 125,649
Total 1,735,900 1,735,900 1,353,573 _ (382,327)
State Shared Funds 994,510 994,510 1,000,434 5,924
Donatians:
EMS/Fire Deparlment Donations - - 5,192 5,192
Grants:
Beauforl County Hazmat/E911 145,000 145,000 93,676 (51.324)
FEMA - - 15,117 15,117
DHEC - - 11.867 11,867
Miscellaneous Grant Reimbursements - - 14,133 14,133
Total 145,000 145,000 134,793 (10,207)
Miscellaneous Revenue:
Public Safety/EMS 1,055,000 1,055,000 1,413,826 358,826
Beach Services 346,700 348,700 193,048 {153,652)
Municipal Courl Fines and Fees 354,590 354,590 419,313 64,723
Miscellanecus Revenue 163,030 163,930 262,273 08,343
Total 1,920,220 1,920,220 2,288,460 368,240
Investment Income 365,940 365,940 651,586 285,646
Total Revenues 24,949 530 24,549,530 25,843,151 893,621

56



TOWN OF HILTON HEAD ISLAND Schedule 1
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET (GAAP Basis) AND ACTUAL
YEAR ENDED JUNE 30, 2007

Variance
Wwith Final
Original Final Positive
Budget Budget Actual (Negative)
Expenditures;
General Government;
Town Council:
Salaries and Benefits $ 84930 % 84930 § 71,269 § 13,661
Other Operating 299,000 299,000 283,542 15,458
Total Town Council 383,930 383,930 354,811 29,119
Town Manager:
Salaries and Benefits 305,610 305,610 356,103 {50,493}
Other Operating 32,450 32,450 29,578 2872
Total Town Manager 338,060 338,060 385,681 {47,621)
Human Resources:
Salaries and Benefits 446,380 446,380 444,175 2,205
Other Operating 210,070 213,185 176,265 36,900
Total Human Resources 656,450 659,545 620,440 39,105
Total General Government 1,378,440 1,381,535 1,360,932 20,603
tManagement Services:
Finance-Administration:
Salaries and Benefits 188,470 188,470 110,012 78,458
Other Operating 23,450 23,450 5,897 17,553
Tolal Finance-Administration 211,920 211,920 115,909 96,011
Finance-Accounting:
Salaries and Benefits 499,370 489,370 476,045 23,325
Other Operating 85,640 85,640 87,718 (2,078)
Total Finance-Accounting 585,010 585,010 563,763 21,247
Finance-Revenue and Collections:
Salaries and Benefits 518,600 518,600 479,236 39,364
Other Operating 36,130 36,130 37,892 (1,762}
Total Finance-Revenue and Collections 554,730 554,730 517,128 37,602
Administration-Municipal Court:
Salaries and Benefits 304,750 304,750 285,025 18,725
Other Operating 79,450 79,450 54,015 25,435
Total Administration-Municipa! Court 384,200 384,200 339,040 45,160
Administration-Legal :
Salaries and Benefits 524 430 524,430 502,510 21,920
Other Operating 38,070 38,070 25,835 12,235
Total Administration-Legal 562,500 562,500 528,345 34,155
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TOWN OF HILTON HEAD ISLAND Schedule 1
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET (GAAP Basis) AND ACTUAL
YEAR ENDED JUNE 30, 2007

Variance
With Final
Qriginal Final Positive
Budget Budget Actual (Negative}
Expenditures {continued}:
Management Services{continued):
Administration-Administrative Support :
Salaries and Benefits 164,730 164,730 154,187 543
Other Operating 40,170 40,170 13,183 26,987
Total Administration-Administrative Support 194,900 194,900 167,370 27,530
Administration-Operations:
Salaries and Benefits 824,640 824,640 800,236 24,404
Other Operating 742 300 733,150 619,874 113,276
Total Administration-Operations 1,566,940 1,557,790 1,420,110 137,680
Total Management Services 4,060,200 4,051,050 3,651,665 399,385
Planning/Building & Fire Codes:
Planning-Administration:
Salaries and Benefits 360,050 360,050 353,154 6,896
Other Operating 27,290 27,290 21,470 5,820
Total Planning-Administration 387,340 387,340 374,624 12,716
Planning-Current:
Salaries and Benefits 550,080 550,080 513,535 36,545
Other Qperating 46,640 51,640 40,646 10,994
Total Planning-Current 596,720 601,720 554,181 47,539
Planning-Long Range:
Salaries and Benefits 386,800 386,800 367,655 19,145
Other Operating 36,580 36,850 11,356 25,524
Total Planning-Long Range 423,680 423,680 379,011 44 669
Planning-Natural Resources:
Salaries and Benefits 162,730 162,730 160,832 1,898
Other Operating 27,970 27,970 23,300 4670
Total Planning-Natural Resources 190,700 180,700 184,132 6,568
Building & Fire Codes:
Salaries and Benefits 1,223,870 1,223,870 1,177,132 46,738
Cther Operating 113,690 113,580 59,519 54,0714
Total Building & Fire Codes 1,337,460 1,337,460 1,236,651 100,809
Total Planning/Building & Fire Codes 2,935,900 2,940,900 2,728,599 212,301
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TOWN OF HILTON HEAD ISLAND Schedule 1
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET {GAAP Basis) AND ACTUAL
YEAR ENDED JUNE 30, 2007

Variance
With Final
Original Final Positive
Budget Budget Actual (Negative)
Expenditures {continued):
Public Safety:
Fire & Rescue-Administration:
Salaries and Benefits 198,540 198,540 197,147 1,393
Other Operating 294 460 294 460 622,883 (328,423}
Total Fire & Rescue-Administration 493,000 493,000 820,030 (327,030}
Fire & Rescue-Logistics/Maintenance:
Salaries and Benefits 326,630 326,630 315,297 11,333
Other Operating 475,550 484,506 460,148 24,358
Total Fire & Rescue-Logistics/Maintenance 802,180 811,136 775,445 35,691
Fire & Rescue-Operations:
Salaries and Benefits 8,134,790 8,134,780 7.870,118 264,672
Other Operating 225,300 225,300 227 589 (2,289)
Total Fire & Rescue-Operations 8,360,090 8,360,090 8,097,707 262,383
Fire & Rescue-Communications:
Salaries and Benefits 845,410 845,410 802,720 42,690
Other Operating 188,740 191,359 176,902 14,457
Total Fire & Rescue-Communications 1,034,150 1,036,769 979,622 57,147
Fire & Rescue-Training:
Salaries and Benefits 510,380 510,380 493,165 17,215
Other Operating 165,900 165,900 158,053 7,847
Total Fire & Rescue-Training 676,280 676,280 651,218 25,062
Fire & Rescue-Emergency Management:
Salaries and Benefits 145,840 145,840 139,206 6,544
Other Operating 108,010 108,010 36,454 71,556
Toial Fire & Rescue-Emergency Management 253,850 253,850 175.750 78,100
Fire & Rescue-Bureau of Fire Prevention:
Salaries and Benefits 436,430 436,430 390,442 45,988
Other Operating 47,500 47,500 37.587 9,913
Total Fire & Rescue-Bureau of Fire Prevention 483,930 483,930 428,029 55,901
Fire & Rescue-Support Services:
Salaries and Benefits 470,620 470,620 391,501 79,119
Other Operating 352,810 352,810 312,519 40,291
Total Fire & Rescue-Support Services 823,430 823,430 704,020 119,410
Fire & Rescue-E911 Communications:
Salaries and Benefits - - 77,633 (77,633}
Total Fire & Rescue-E911 Communications - - 77,633 {77,833}
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TOWN OF HILTON HEAD ISLAND
GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET (GAAP Basis) AND ACTUAL
YEAR ENDED JUNE 30, 2007

Schedule 1

Variance
With Final
Original Final Pasitive
Budget Budget Actual {Negative)
Expenditures {continued):
Police Patrol/Communications:
Poiice Services/Contract 2,511,880 2,511,880 2,389,038 122,842
Stipend 151,200 151,200 107,947 43,253
Victims' Rights 51,220 51,220 51,220 -
Beach Services 146,690 146,690 170,561 {23,871)
Total Police Patrol/Communications 2,860,990 2,860,990 2,718,766 142 224
Total Public Safety 15,787,900 15,799,475 15,428,220 371,285
Public Projecls & Facilities:
Administration:
Salaries and Benefits 224,030 224 090 224 500 (810)
Other Operating 12,3390 12,390 8,345 4,045
Total Administration 236,480 236,480 233,245 3,235
Engineering;
Salaries and Benefits 547,650 547,650 488,906 58,744
Other Operating 127,580 151,044 228,316 {77,272)
Total Engineering 675,230 698,694 717,222 {18,528)
Facilities Management:
Salaries and Benefits 765,250 765,250 685,112 70,138
Other Operating 1,585,550 1,585,550 1,397,341 188,209
Total Facilities Management 2,350,800 2,350,800 2,092,453 258,347
Total Public Projects & Facilities 3,262,510 3,285,974 3,042,920 243,054
Non-Deparimentat:
Townwide:
Insurance 266,400 266,400 264,500 1,900
Postage 43,000 43,000 33,103 9,897
General Contingency 64,290 62,790 18,544 44,246
Postemployment 15,600 15,600 7,259 8,301
Telephone/Cell Phones/Utilities 293,250 293,250 326,434 {33,184)
Equipment Maintenance/Supplies 4,800 4,800 5,259 {458)
Lease Payments 44 600 48,100 35,616 6,484
Photocopying 9,000 9.000 8,186 814
Courier 15,000 15,000 17,258 (2,258)
Drug Court 43,560 43,560 43,560 -
Youth Court 15,000 15,000 - 15,000
Recreation Center 557,740 557,740 557,740 -
Recreation Center-Capital 88,000 98,000 74,726 23,274
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TOWN OF HILTON HEAD ISLAND
GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET {GAAP Basis) AND ACTUAL
YEAR ENDED JUNE 30, 2007

Schedule 1

Variance
With Final
QOriginal Final Positive
Budget Budget Actual {Negative)
Expenditures {continued}:

Furniture/Fixiures <$5,000 10,000 10,000 2,412 7.588

Disaster Advertising Reserve Fund 198,660 198,660 - 198,660

Hospitality Training & Promotion 93,000 93,000 91,757 1,243

LTRA Grant 175,000 175,000 175,065 (65)

LEPC Grant - - 7.171 (7,171)

USAR - RRT Grant - - 14,636 {14,636)

Beaufort County Hazmat 5,000 5,000 11,283 (6.283)

DHEC Grant - - 6,960 (6,960)

Total Non-Departmental Townwide 1,991,900 1,991,900 1,745,509 246,391
Debt Service:
Principal 64,152 71,000 63,802 7,198
Interest £,848 - 6,848 (6,848)
Total Debt Service 71,000 71,000 70,650 350
Capital Qutlay
Management Services :
Administration-Operations
Specialized Equipment/Computer Software 66,460 66,460 65,783 677
Computer Software >$50,000 50,000 345,000 98,408 246,592
Total Administrationl-Operations 116,460 411,460 164,191 247,269
Total Management Services 116,460 411,460 164,191 247 269
Public Safety:
Fire & Rescue Operations:

Specialized Equipment 7,500 7,500 8,610 {1,110}
Total Fire & Rescue Operations 7,500 7,500 8,610 {1,110)
Fire & Rescue Emergency Management:

Specialized Equipment 25,000 25,000 - 25,000
Total Fire & Rescue Emergency Management 25,000 25,000 - 25,000
Fire & Rescue Logistics/Maintenance:

Specialized Equipment 25,000 25,000 23,418 1,582
Tetal Fire & Rescue Logistics/Maintenance 25,000 25,000 23,418 1,582
Support Services:

Specialized Equipment 10,000 10,000 14,787 {4,787}
Total Support Services 10,000 10,000 14,787 (4,787)

Total Public Safety 67,500 67,500 46,815 20,685
Total Capital Ouilay 183,960 478,960 211,006 267,954
Total Expenditures 29,671,810 30,000,794 28,238,501 1,761,293
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TOWN OF HILTON HEAD ISLAND Schedule 1
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET (GAAP Basis) AND ACTUAL
YEAR ENDED JUNE 30, 2007

Variance
With Final
Original Finai Positive
Budget Budget Actual (Negative)
Excess of Revenues Over {Under)

Expeanditures {4,722,280) ({5,051,264) {2,396,350) 2,654,914
Other Financing Scurces and Uses :

Transfers In 4,722,280 4,722,280 4,127,305 (594,975)
Total Other Financing Sources 4,722,280 4,722,280 4,127,305 (594,975)
Net change in fund balance - {(328,984) 1,730,955
Fund Balance - beginning 14,695,783 14,695,783 14,695,783
Fund Balance - ending $ 14695783 § 14,366,799 % 16,426,738
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Debt Service Fund

The Debt Service Fund account is used for accumulating resources for

the payment of interest and principal on general long-term obligation
debt.



TOWN GF HILTON HEAD JSLAND
DEBT SERVICE FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET (GAAP Basis) AND ACTUAL
YEAR ENDED JUNE 30, 2007

Schedule 2
Variance
With Final
Original Final Pasitive
Budget Budget Actual {Negative)
Eevenues:
Real and Personal Property Taxes 8 4783680 & 4,783,690 4,691,152 {52,498)
Investment Income 250,000 250,000 453,867 203,867
Total revenues 5,033,680 5,033,690 5,145,059 111,369
Expenditures:
Administrative 16,670 16,670 166,892 (150,222}
Debt service: -
Principal 5,640,000 5,640,000 5,640,000 -
Interest 4,740,780 5,154,485 5,154,484 1
Debt Issue Costs - - - -
Total expenditures 10,397,450 10,811,155 10,961,376 {150,221}
Excass {deflciancy) of revenues
over {under) expenditures {5,363.760) {5,777.465) {5,816,317) {38,852}
Other financing sources {usesi:
Transfer In 5,100,000 5,513,705 8,053 485 2,539,780
Total other financing sources {uses} 5,100,000 5513705 8,053,485 2,539,780
Net change in fund balance {263,760) {263,760) 2,237 168
Fund balance - beginning 8,348,223 8,349,223 8,348,223
Fund balance - anding § 5005463 $ 8,085,463 10,586,391
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Capital Projects Fund

The Capital Projects Funds account for all resources used for the
acquisition or construction of general fixed assets and major capital

improvements other than those financed by proprietary funds and
trust funds.



TOWN QF HILTON HEAD ISLAND
CAPITAL PROJECTS FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE

BUDGET (GAAP Basis) AND ACTUAL Schedule 3
YEAR ENDED JUNE 30, 2007
Variance
With Final
Original Final Positive
Budget Budget Actual {Negative)
Revenues:
Reai and Personal Properly Taxes 725,180 % 725,180 & 674,477 (50,703)
Grants 763,000 1,377,652 98,246 {1,279,306)
Contributions 213,000 213,000 280,092 77,092
State Taxes - Sunday Permit Fees 225,000 225,000 268,100 43,100
Hospitality Tax 2,626,000 3,445,249 5,108,528 1,663,275
Impact Fees 70,000 277,777 172,520 {105,257)
County impact Fee - Parks - - 40,806 40,806
County Parks Funding 250,000 629,508 250,000 {379,508)
County Stormwater 300,000 305,920 1,351,871 1,045,951
Miscellanecus 140,000 140,000 36,080 (103,910)
Lease 70,000 70,000 80,780 10,780
Investment Income - - 1,665,850 1,665,890
Total Revenues 5,382,180 7,409,186 10,037,400 2,628,214
Expenditures:
Debt Service:
Principal 204,376 221,191 212,332 8,859
Interest 16,624 - 8,475 {8,475)
Tatal Debt Service 221,000 221,191 220,807 384
Capital Outlay:
Public Facilities:
Fire Station #4 Replacement - 33,160 33,163 (3)
Fire & Rescue Dispatch Center - 104,320 42,116 62,204
Fire & Rescue Training Center 1,825,000 1,825,000 78,676 1,746,324
Fire & Rescue Computer System 360,000 360,000 66,485 293,515
Coligny/Pope Avenue Area Improvements 285,000 285,000 30,505 254,495
Dunnigan’s Alley/Arrow Road Improvernents 200,000 200,000 - 200,000
Sewer Installation 1,165,000 1,684,615 174,938 1,509,877
Facilities Management Building 1,500,000 1,500,000 92,239 1,407 761
Coastal Discovery Museum/Haney Horn 1,400,000 1,400,000 1,025,000 375,000
Community Warning System 75,000 75,000 - 75,000
Town Hall Replacement - - 2,150 {2,150)
Total Public Facilities 6,810,000 7,467,095 1,545,272 5,921,823
Park Development;
Shelter Cove Linear Park - 31,262 256,538 44,754
Yacht Cove Community Park - 25,000 - 25,000
Port Royal Tract Beach Access - 407,962 407,542 420
Park Upgrades 1,107,000 1,266,000 744,538 521,462
Raock's/Remy's Tract 500,000 500,000 - 500,000
Compass Rose Park 500,000 500,000 2,675 497 325
Barker Field/Beach Access Ext. - 06,284 96,284 -
Total Park Development 2,107,000 3,006,538 1,507,577 1,588,961
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TOWN OF HILTON HEAD ISLAND

CAPITAL PROJECTS FUNDS
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET {GAAP Basis) AND ACTUAL Schedule 3
YEAR ENDED JUNE 30, 2007
Variance
With Final
Original Final Positive
Budget Budget Actual (Negative)
Land Acquisition:

Land Acquisition 470,000 8,433,389 9,980,434 (1,547,045}
Total Land Acquisition 470,000 8,433,389 9,980,434 {1,547,045)
Beach Maintenance:

Beach Management 185,000 190,403 60,829 129,574

Beach Renourishment 2,010,000 18,917,083 18,011,573 905,490

Dunes Refurbishment 100,000 100,000 40,097 59,903

Beach Parks/Access Rehabilitation 300,000 300,000 293,000 7,000
Total Beach Maintenance 2,595,000 19,507 466 18,405,499 1,101,967
Facilities Improvements:

Fire & Rescue Maint./Training Facility - 77,532 76,716 816

Fire Station #1 Replacement 2,500,000 2,690,616 37,981 2,662,635

Fire Slation #2 Replacement 150,000 150,000 - 150,000

Fire Slation #5 Replacement 2,500,000 2,500,000 33,560 2,466,440

Fire Station #6 Replacement 160,000 150,000 - 150,000

Fire Hydrant Upgrades 30,000 30,000 30,000 -

McKibben Property Wetlands Restoration 100,000 100,000 13,872 86,128

Rehab & Renovation of Town Fixed Assets 100,000 108,600 - 106,600

Apparatus/Vehicle Replacement 285,000 305,123 228,849 76,274

Demolition of Structures 465,000 493,565 381,928 111,837

Disaster Plan - Vehicles/Equip. - - 103,953 {103,953)
Total Facilities Improvements 6,280,000 6,603,436 906,859 5,696,577
Roadway Improvements:

Long Cove Lane Extension 88,212 70,526 17,686

Roadway Safety Improvements 191,000 233,892 5,982 227,910

Widen Mathews Drive/US 278 237,000 237,000 - 237,000

Widen Mathews Drive/Marshland Road 2,291,000 2,666,730 208,246 2,458,484

Widen Mathews Drive/Chaplin Area 110,000 110,000 - 110,000

US 278/ Squire Pope Ave. Intersection 2,225,000 2,225,000 22,051 2,202,949

Stoney Secondary Road 705,000 705,000 8,500 696,500

Directional Neighborhood Signage 50,000 50,000 - 50,000

Horseshoe Road Connector 1,025,000 1,086,021 18,624 1,067,397

Coligny Circle Reconfiguration - 250 - 250

SCDOT Road Resurfacing 1,066,000 1,066,000 489,608 576,392

Town Roads Resurfacing - 29,570 5,176 24,394

Widen and Realign Cffice Park Road - 686,643 670,883 15,760

Mainland Transportation improyements 400,000 400,000 - 400,000

Intersection Improvements 855,000 1,735,000 43,184 1,691,816

Pedestrian Crosswalks and Refuges 50,000 191,955 158,000 33,955

Traffic Signal Mast Arms 450,000 452,600 - 452,600

F&R Emergency Access Points 185,000 185,000 21,943 183,057
Total Roadway Improvements 9,840,000 12,148,873 1,722,723 10,426,150

65



TOWN OF HILTON HEAD ISLAND
CAPITAL PROJECTS FUNDS
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET (GAAP Basis) AND ACTUAL Schedule 3
YEAR ENDED JUNE 30, 2007

Variance
With Final
Original Final Positive
Budget Budget Actual {Negative}
Pathway Improvements:
Pathway Rehabilitation 60,000 770,000 315,112 454 888
Mathews Drive {North} 710,000 - - -
Mathews Drive {South) - 32,987 41,172 {8,185)
Mathews Drive {US 278 to Beach City Rd.} 130,000 130,000 15,395 114,605
Target Road 68,000 68,000 - 68,000
Marshiand Road - 404 404 -
Spanish Wells Road - 1,220 1,218 1
Pope Avenue 2,354,000 2,364,404 370,604 1,993,800
Palmetto Bay Road 1,295,000 1,299,000 1,367 1,297,633
Wild Horse Road - g2 91 1
Total Pathway Improvements 4,621,000 4,666,107 745,364 3,820,743
Drainage Improvements:
Drainage System Rehabilitation 300,000 701,420 511,954 189,466
Drainage Study Updates 400,000 - - -
Squire Pope Pathway 740,000 804,435 57,881 746,554
Northridge - 170,943 30,527 140,416
Ashmore Tract Ditch - 4,500 {3,550} 8,050
Beach City Road/Airport - 248,306 226,170 22,136
Spanish Wells Road - 53,002 12,989 40,013
Club Course Qutfall 300,000 300,000 7,500 202,500
Total Drainage Improvements 1,740,000 2,282,606 843,471 1,439,135
Total Capital Outlay 34,463,000 64,205,510 35,657,189 28,548,311
Total Expenditures 34,684,000 64,426,701 35,878,006 28,548,695
Excess of Revenues Over (Under) Expenditures (29,301,820) (57,017,515) (25,840,606) 31,176,909
Other Financing Sources! {Lises):
Proceeds from Bonds - 17,086,212 19,000,000 1,813,788
Other Financing Sources - - 303,951 303,951
Transfers In 22,392,000 30,802,492 12,431,928 {18,370,564)
Other Uses - Debt ssuance - - (408,813) {408,813)
Transfers Out - - {6,808,935) (6,808,935}
Total Other Financing Sources{Uses) 22,392,000 47,888,704 24,518,131 {23,370,573}
Net change in fund balance (6,909,820} {9,128,811} (1,322,475}
Fund Balance - beginning 25,597,413 25597 ,413 25,597 413
Fund Balance - ending $ 18.687.593 § 16.468.602 § 24,274,938
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Nonmajor Governmental Funds
Special Revenue Funds

Special Revenue Funds - This account is for revenues derived from special sources
which are restricted by law or policy to finance specific activities.

1.

Palmetto Electric Franchise Fees - This [und is used to account for franchise fees paid by
Palmetto Electric Cooperative, Inc, These funds will be utilized to offset costs associated
with the undergrounding (placement underground) of all existing and [uture non-
transmission lines owned by Palmetto Electric pursuant to the terms and conditions of the
Franchise Agreement and related Underground Service Agreement between the Town and
Palmetto Electric.

Home Grant - Homeownership Assistance Program provides a no-interest, ten-year
deferred loan to prospective, income-qualified homebuyers to meet down payment and
closing cost requirements.



19

£01L° 199 £19'22 $ vBF'9L0 $
620" LVE 6Ee 069'9t¢

BZ0'LVE 6€E 069'9FE

8:0'v6T ¥i2'22 r08'1L42

viT'CT vi2'C2 -

08’122 - § $08'LLZ $
L0119 £19'zZ ¢ v6P'8L9 g
£l19'ze £19°2¢ -

GrG'Zel - SrG'eal

6¥6'SEY - $ BY6'SEY $

spuny JUBIS) Ju083
|BIUSW UIZAOE) JWOoH opewed

Jolewuop jeol

SpUn snuaagy (e1oads

saJue|eq punj pue saljljiqel] 8101

SaoUB|Eq punj (E]0 |
payeubisapun
‘pasesalun
S9oURIGLUNOUT
(panISSoY
‘Sacue|eq pund

sapifigel| (210
NEsINg UoIJUSALOCY) PUE JOUSIA
S2I5WII0YD JO JaquieyD) PESH Uo)iH 0} a|qeAied
snuaAdy psuaaq
a1geied sjunoooy
sangen]
SAONVIVE GNNd ANV S3LMEY

sjasse |elo]
ysen
51988y pajoLsey
OU199]] ONeW(Bd WOy 3n(
SjUBUSSAU|
yseo
'SIFSSV

P ainpayas

2002 '0€ INNC
SANND TYINIFWNHIAOD HOrvIWNON
133HS FONYIVE ONINIEWOD
ANVI1SI Ov3H NOLTIH 40 NMOL



89

620°2¥E BLE $ Q69'9pe
(161'68) £ {rer'6g)
0zZ'ocy 96 AN
(919'79) - (919'9)
(919'v9) - (919'%9)
aLe'00s 96 0F£'00S
209'vFs L - 809'vrL'L
09'¥ps') - 809'vPL'L

I 4 A A 96 BYL'SPTT

96 96 -

8re'She’e 8yL'sp2'e

spuny jueisy 08|13
[eJUBLUUIBAOD SWOoH opeawed

Jofewuop e}o)

Spun4 anuaaay |eveds

Buipua - asue|eq pung
Buiuufeq - asuejeq puny

sajue|eq puny uj abueys jaN

(sasn) seanos Buroueuy 1ayyo ejo]
NG SJvJsSUrl|
(sasn) sasunos Bupueuy laylo

sainjpuadxe (Japun) laac
senuaaad jo [Aduardyop) ss8oxg
saunypuadxs |EJOL
aARASILILDY
daunsg
SaInypuadxy

sanusAal |BJ0L
SLUOOU| JUBLLIEBAL]
994 9SIYoUBIH DU103)]
EETET e

G 2INPaLdS

£002 '0€ ANNC A3ANT HVIA
SUNNA TV LINFAWNHIAOD JOrvYIWNON

S3ONVYIVE NN NI STONYHD ANV STINLIANTDXT 'SANNIATY 40 LNIFWILVYLS ONINIGWOD

ANVISI ¥3H NOLTIH JO NAMOL




Statistical Section
(Unaudited)



Statistical Section

This part of the Town Hilton Head Island’s comprehensive financial report represents detailed
information as a context for understanding what the information in the financial statements,
note disclosures, and required supplementary information says about the Town's overall
financial health.

Contents Page
Financial Trends 70

These schedules contain trend information to help the reader understand how
the Town's financial performance and well being have changed over fime.

Revenue Capacity 75
These schedules contain information to help the reader assess the factors
affecting the Town's ability to generate its property and sales taxes.

Debt Capacity 77
These schedules present information fo help the reader assess the affordability
of the Town's current fevels of oulstanding debt and the Town's abilities fo issue
additional debt in the future.

Demographic and Economic Information 86
These schedules offer demographic and economic indicators to help the reader
understand the environment within which the Town's financial activities take
place and to help make comparisons over time and with other governments.

Operating Information
These schedules contain information about the Town's operations and resources 88
to help the reader understand how the Town's financial information refates to the
services the Town provides and the acfivities it performs.

Sources: Unfess otherwise nofed, the information in these schedules is derived from the comprehensive
annual financial reports for the relevant year. The Town implemented Statement 34 in 2003, schedules
presenting government-wide information include information beginning in that year.
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Schedule 1

Tawn of Hilton Head Island, 5C

Net Assets by Compenent, Last Four Fiscal Years
{accrual basis of accounting)

Fiscal Year
2003 2004 2005 2006 2007
Govemmenial activities
Invesled in capital assets, net of related debt § 57478757 § 79,079,560 & B3.615491 $ 93060926 $ 93,895834
Restricted 6,373,187 6,373,187 8,594,126 23,111,481 23,682,142
Unrestricted 36,808,752 26,078,740 39,877,353 35,349,883 35,803,517
Total governmental aclivities net assets $ 100,661,696 § 111,532,496 $ 132,086,970 $ 151,522 200 $ 153,381,483

Note: The Town began to reporl accrual information when it implemented GASB Statement 34 in fiscal year 2003.
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Schedule 2

Town of Hilton Head Island, 5C

Changes in Net Assets, Last Four Fiscal Years
{accrual basis of accounting}

Expenses

Governmental activities.
General Govemment
Management Services
Planning/Building & Fire Codes
Public Safety
Public Projects and Faciliies
Mon-Deparlmental
Culture and Recreation
Visitor & Convention Bureau
Administrative
Interest on Lang-Term Debt
Other Charges

Total governmental aclivities expenses

Program Revenues (see Schedule 3)
Governmental activities:
Charges for services:
General Government
Managemen! Services
Planning/Building & Fire Cedles
Public Safety
Public Projects and Facilities
Administrative
Operating grants and cantribulions
Capital grants and centributions
Total governmental aclivities program revenues

Net (Expense)Revenue
Total governmental aclivities net expense

General Revenues and Other Changes in Net Assets
Governmental activities;
Taxes
Properly taxes
Other taxes
Intergovernmental {Unrestricted State Shared)
Investment earnings
Miscellaneous
Tolal governmental activities

Change in Net Assets
Governmental activilies

Fiscal Year

2003 2004 2005 2006 2007
5 1,376,550 $ 1,430,114 $ 2,908,087 $ 3059752 5 3,376,801
2,929,346 3,243,571 3,267,610 3,765,726 3,875,696
2,275,565 2,371,762 2,494,521 2,675,180 2,755,555
13,873,760 14,753,859 14,707 812 15,605,366 16,207,323
3,253,908 5871991 5,526,308 7.418,865 21,623,052
1,754,144 1,714,828 - - -
1,187,868 984 663 1,318,157 1,305,306 2,071,003
Q37117 540,908 989,584 1,142,889 1,180,675
363,326 823516 1,296,642 2,149,451 1,813,259
4,610,909 4,320,669 5,409,997 5,585,734 5,727,606
- - - - 295,486
$ 32,572,303 $ 36,455,899 § 37815718 $ 42,700,280 § 58,926,488
3 535421 5 504,299 5 571,933 $ 590,577 $ 502,441
56685191 6,224,152 6,666,643 7,723,373 7 668,657
1,470,106 1823673 2,194,146 1,850,293 1,353,573
953,550 022,286 992 708 1,282,802 1,413,826
4,840,838 5,168,909 5.B816,608 6,528,989 6,144,329
3,176,112 4 364 478 6,717,848 6,020,689 3,676,835
268,861 301,855 155,067 347.325 134,793
350,364 1,104,371 044,425 180,900 48 245
$ 17,289,443 $ 20,414,023 § 24,079,378 $ 24564748 § 21,032,700
§ (15282850} § (16,041,976) § (13.839,340) $ (1B.144.532) § (37,893,786)
$ 15,349,010 $ 16293172 $ 21,602,549 § 1904163 % 19,290,776
7,281,600 7.252 510 8,305,770 11,144 957 11,277,083
1,144,758 1,107,990 1,197,579 1,155,021 1,268,534
859,153 560,878 1,203,427 2,851,972 4,236,702
1,061,158 1,688,226 2,084 480 3,286,231 3.679,894
$ 25485689 $ 26912776 $ 34,393,815 $ 37579852 $ 30,752,989
§ 10,212,739 $§ 10,870,800 $ 20,554,475 § 19,435,320 % 1,858,203

Mate: The Town began to report acorual infarmation when it implemented GASE Statement 34 in fiscal year 2003,
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Schedule 3

Town of Hilton Head Island, SC

Program Revenues by Function/Program, Last Four Fiscal Years
{accrual basis of accounting)

Fiscal Year
2003 2004 2005 2006 2007
Function/Program
Governmental activities;
General Govemnment 5 761,388 5 689,956 3 727,000 % 937,902 $ 727,234
Management Services 5,685,191 6,224,152 5,686,643 7,723,373 7,668,657
Planning/Building & Fire Codes 1,470,106 1,823,673 2,194,146 1,880,293 1,353,573
Public Safety 953,550 922,286 992,708 1,282,602 1,413,826
Public Projects and Facilities 4,246 652 6,273,280 6,761,033 6,709,888 6,192,575
Administrative 3,219,006 4,480,676 6,717,848 6,020,689 3,676,835
Total governmental activities % 16,335,853 $ 20,414,023 $ 24,079,378 & 24,564,748 $ 21,032,700

MNote: The Town began to report acerual information when it implemented GASE Statement 34 in fiscal year 2003,

72



£l

TIGIOFTS § BET09ES9 § LZ6'SEL'YS § POL'EZR'6G $ 0GE'EZ9°EE $ Z4LAIETT § LET'990'LE § sro'8e'Le $ iPS'eRZ L § 9B0'vIb'eE 3 Spa‘1ES'S 1
ILETE 80T ¥ES FRO'ER PPGRIE - - - - . - B -
g84'026'F) 829’ 1¥8'8L G40'TEO'0Z 0L0"12E'ET 944'055'61 1SZ'0LL'EL LEL'vL0'0Z $T6'608'6 6L'L9e' vl ag'aly'olL 16L'460°2
¥RE'BE0' 22 LBL'88L'08 096'09%'5Z v LI6'2L ¥Y0'6EE'S SD6'Z96'E QLL LY L95'2LY'S c1g'inz £09°0568'S PEL'GLY'E
£85'095'91  $ OUZOFLE § RUETASL'EL § E00'SZEZLL § 0 OEL'PELL % S09'ErYS  § 0BYELL9 § YOL'ORE'S $ BLLPELY § LeROM0'e § L65'1S6'E
gei'oEy'al  § £94'660°FL § poEBLELE §  PBLE09L § OPG'eEZ'L  § gGL'pLEG  §  PESSIGe § aEEevEr § 121’62y § 898954t § PELUSEPF
859°692 91 664098 F1 LOB'GEL 1L FEE'PLG L 2BG'GLE L Z5a'Z5L'9 LLP'ELFD THLLSE'Y SPO'9YE Y JRERT LZL'B00Y
080251 $ pes'eee % gsr'zeL 8 oor'e8 $ Z56'LL $ rog’Lgt $ b B+ B Ly i6 $ 90621  §  ZeSe0T ¢ L90'65€
1002 3002 00 FOOZ £00Z T00Z 10GT 00% 6661 FE61 TE6L
Jea) |Bdsy

spury tejuawsasol Jayg)o e 18101
SPUMN) 3MAI3S 1030
spuny s1v2loud |eudeD
spuny anuana jeads
U1 paycdal 'paasasaLn
pansasay
SEUNJ BUSWWISADS JAID ||y

puny jesausb g0 L
panasaILNn
panasEy

pund |esouag

(Builnooor Jo SISeq [BRII3E payoow}

SIB A [RISI UD], 1567

5PUN |PUSWULIBAOS) 'SBOUR|RE Pung

2% 'PUE|S| PEIH UDI|IH 4O UM
¥ #NpayIg



vl

‘aoues 1) saflieyD paualapIsUDe SUE 523 pUE 'SILUEd 'sasua Bumews e alges Duysixa 1oy 10afoud (Bung Sup 0 LoNSIcoD UGHN STIEUILIE] YHYs ULSAGE SSILIVENSIL j0 uondadxs aul yia 2|0ed Bunsme

JO 1BUNG IO} WO DY) O} p

0 SISO PRARIIOSSE SUYT IASHT iRy 6 $334 AsIysuel Bunaoal velsq pue S1Ged |2OUSIS 10 |BUNG DUNGIGISRUN 21 J0} DLIZR(T ORALIED Litw ISEIUOD B PANTEXe WO ) 841 '$00Z W Buues,

‘GEGL PUE £0Z W pouucpad SIUILUSSISSESY SEL ntan_n‘_n_n IS9JON

WL 9T % 9T LA 4 %LTE %l FE %P €T %y gl w%E1G %0'Lh wFGh %18l SMIpU3t- (ENded
-uou yo afierssoad
B SE 801A.8% 1920
loe'zer'L: B 0gL'0L Ty 5 EBEZIOR & 0¢E'515'242 § SPLZEY's § (eea'0se'sl & CBL'PYE L) 8 946'259 § (EpE'a0s's) § SZFLLLEE § (0GZ'R6LY) § FODUEEG puin) Ul DELEYD 1DN
ggl'Sea'E! 5 4 HELZOY ZEEIZLVEE DEFEED AL § EFiERY & Q0¥ 18V'02 % PO LLLEL § 0000544 § 2BEEETLE § HiFZIEE § {525N) 5amNoE BUauELY Jape |0 L
812'739'v2) {gog'zeL g1 {REG'EL0'L L) (Zi9'794'8) [EEEEED 5+7'606'3}! {0Lb'esL'a) (g8z' Lon's) 915 10EEH 19AG'6ET L1} {zzaigart o siaysUe |
BLLEIFE BOG'ZRLSL HESELOLL TL9E0L'R B9E'ZeR's SPZ'606'8 OHESL'S 862004 aLFIE'EL GEEEET L LZRISEY W BIRpsUR |
- - . - - LEEO08 - LPOLLL - ZEEUrE - sated | B
. : - {pot 6ol . : : - . - - 40 UM )gap peg SWI
- - - {000'998'04) - - - - - - angtagL L 132D jO pUnjey
LGA'E0E - 45098 - 9626 - - - M - BLR'I6 SIUBNSE| UG UD WAl
- - (GER'ZR0'LE) - - - - - - NOE'FL {o00'ss6'6) wafie moinsa O] slauked
(ELEBOF) - - - - - - - - - - SIE0D BNEE| WA0
- - - - - 2959'950° | - - - - - pengs spuoq Bupnsy
[olafugtalvy.TH § - g Q00SEI0C S 0000FL'Pr § 000’000 L1 § - S AW LEL'DZ & oogonodr § 00054l & 003000 L2 % MOSL0E § panss) spuog
{sesn) seaunog
Bupaueuy Jpg
{6a¥' 22E'02) OEL'QITY SrO6PL'S (Z66'609'G) {158'009°8) {osv'goar) feze'eze's) (LL0'85' L) (£0£'952'+2) (291 rPr6) (891695 L) SENYPUINS (JARJN] JAre
SANUSAD JC 5580
LB % BORATRYS 8 {PE'EFE'DS § BIBEATES § CL609LES & BROEOE LS & LA ELLBT B B00'986'9s § YEGBLEZER § GSIEERER § Zog'0re0E § SANTpUAE (B0

- - Z6r'095 - LEZ LT - - - - - - 5S00 ANSS! 1a¢]

- - BEE LY - - - - - - - - sabieyd easy

FEGI5FS GLEBLL'Y GZ0BELE SOVEYS'E TEO'PEL'E LIBBPE'E £Rs ISRl gl L'ZeeBl SLSIPEL L PE0E arpLey' | {edizuug

FEL LRSS GES'GLYE 0v8 LO2'S LLLBLEE CEO L9y 891Z0E'Y 04E'ZGE'E 95Z9ar's G29'700'F 1Rl LFABELE 13431
UG 1030
202 060'SE BLE'BES'EL BEY'eEE Ok£'B0G'G Sta'L6L 02 6LE'E8T'1T FOEWSE'ZE 1B9'959'2 BFS'SR0'6E DR OLO'DZ FEEGLE'GL Aepng lepden
LaEere's LSH'BRLE EPE9ET L LTEER 9ZEEIE LT [rieds 9zEDA P FE L FLi b BAENELD Y
908171 GER'EZFLL FHSERE A0S DFE FANAFES: £29'088 £r'BT6 0OE 426 GRTRER 950188 £i0'els FERUNG UCUSAUGD F JO)SIA,
B0 LLOE G0E'S0E"} AELBLE'L SO0 vHE 209481 88r'OrL'L LIUBEDL DEL G0 SEGFOL'L POESS 755466 SIUBJE) XEL SLONEPDUIWOIIY
BOG'GRL L el e SBI'RSS’L BZE'FLLL §TIEET'| BRI AGG'L ERFTGRTL T ARZRELL oLroLLL arg vl BB eCE-uaN
€26 028 ZTRBIFE LOT POE'E BSZRILr ZLIVEL'E S0940L'T SELGLLVE VEFLES'L 0ye'Zos's UgESEr'L il TR SUEIEd PUE S8k Mand
RZeLr'sl ASL0BL YL Y5FUHLEL B2 LT0EL LEELETTL OPT30R'LL 6LE" L6001 LS FSE'OL B5LLEE'E 5606 296858 Aaeg Hang
GES'HELE SLEESIE v LEE'T FEELRE'T Gar'BaZ'e 0SLP0L'E LB LIOT QEVETL'E GL0BFL'E £H0EFE 0E5'628° L $2pa) 244 % Buping/Guneely
S04 L6Y'E BGI'TPE'E £56'00L'E 0ZLIH'E ZITSHE'T 852 9687 Lg'ale'e WEOSEE HOZ'EHE' L A g YEZIEE | s80lAleE LRbeLEY
ZEGNOE' | 1 LPESEE") 5 ZIZEETE 5 ZHEDSLL & GETGEOL 5 TR ] LRINIE % 00L'BES § BEFREOL % BELEE0L § Fi: TAR= JUSWILLIAADS) |[EdauaDy
sainyipuadiz
2095809 3 BT PRL'ED S ZHL'CIP'RE § 9eE's/a'gr % ETIOBY FF § GSOPES LY & 896 vEE OF § SEGLIFAE § LEERRE'HE § FEASEBTE § PEQLIEET § LT ECTRC o] §
ZLTBELTL R [FET: ZHI'BEL'E LWE'SZL'E SIFERY L 8596851 M LO0'E HLE'RLOE LEF LB L G ErGL Sanuanal JUYID
20’9y £16°168'2 P Al 248005 £51'659 LZile 052°185's sa's2gL ZLLAEL'L SZOGELT) LEL'RSO'L sBuLuES uBLEsBA |
PES'BEZL LZO'GEL'L GL54BLY 086 L0L' 4 BELEELL FLIIEE'L nEz'ient LPTGHT L GEYOLE'L R w0 L LI EZF |ETUSLULIBADESSIL
- - - - - - OEV' LT IR 5E Me'Eee UIEErE e Ot SIUBLISSHESE [e1Dady
FiB'808'L EB0'ELE'L ZEY'OVL'L 08061 LBE LET') 0Z£960'r ¥8E'020'1 o808 OEE' 1 B8 60150 866'06L saniues 1) sabiey)
£1L'6LY 0¥ 29 86 L0 IEG'SRT TLTBOT BELSEE FLIE: 2908 18 1o OGS ZGY'BLZ saieuad pue saug
PEL' AP LT GOE'BES T [NA:18: x4 0BF LA $ZTETF'IL 99rEEE Pl EEEZEE ¥L LGFOZE R GSETFZ FL LPTESS L) 28LRIVTH JSIULSY PUE 'S35] " SI5UBIN
BSELADS'OT & BZ9eeLDE % BLEG0E'RT § EBESVE LT § DMVIDERET § PPELEDEE & BOT'GRN0T § POE'LELSY § 2 PAIPAN 3 fortc ey TR PREBSE L o5 BINpByng aas saxel
sSanuoAsy

007 3002 5002 002 £06Z 2002 Thz 0002 BEEL FREL B61
eay 238

[BURLNODE JO SISET IEIUIE DOYIPOLLT}

s1Ba ), [EDSI] UBL 156

SPUNY |PTUBLWIBAG S ‘53IUTIEE pund Ul sabueys
5 "PURIS| PESH VOIlIH JO UMOL

§ 2INpOY DY



Schedule §

Town of Hilton Head Island, SC

Tax Revenues by Source, Governmental Funds
Last Ten Fiscal Years

{modified accrual basis of accounting)

Fiscal Accommodations Hospitality

Year Property Tax Tax Total
1997 § 11,854,940 $ 2,605,044 $ - $ 14,559,584
1998 12,442 461 3,606,362 - 16,048,823
1998 12,970,840 4,746,802 - 17,717,642
2000 13,800,385 4,931,419 - 18,731,804
2001 14,548,814 4,925,370 1,212,384 20,686,568
2002 15,034,066 4,949,790 2,053,488 22,037,344
2003 15,349,010 4,877,430 2,404,170 22,630,510
2004 16,293,172 5,022,103 2,230,407 23,545,682
2005 21,602,549 5,314,660 2,991,110 29,908,319
2006 19,041,631 6,058,319 5,086,678 30,186,628
2007 19,290,776 6,168,555 5,108,528 30,567,859

Change

1997-2007 61.4% 136.8% N/A 109.9%
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Schedule 9

Town of Hilton Head Island, SC
Principal Property Tax Payers
Current Year and Nine Years Ago

Tax Year 2006 Tax Year 1997
Percentage Percentage
of Total Town of Total Town
Total Taxahle Total Taxable
Assessed Assessed Assessed Assessed

Taxpayer Value Rank Value Value Rank Value
Marriott Ownership Resort $ 18425470 1 2.19% $ 1,128,639 2 0.28%
Palmeatto Electric Co-op §.902,501 2 0.82% 1,308,190 1 0.44%
Columbia Properties Hiltop Head, LLC® 3,939,414 3 0.47% - - -
Sea Pines Resort, LLC 3,798,538 4 0.45% 172,889 9 0.06%
Hargray Telephone Compani Inc 3,788,107 5 0.45% 1,121,848 3 0.37%
SCG Hilton Head Property, LLC 3.692,358 5] 0.44% - - -
Greenwood Development 3,411,004 7 0.41% 637,973 4 0.21%
Hilton Head Health System, LP 1,928,215 8 0.23% - - -
PV| Sheiter Cove Limited 1,500,000 g 0.18% - - -
Heritage Golf Port Royal, LLC 1,179,490 10 0.14% - - -
Dunes Motel - - - 480,467 5 0.15%
Westin Hilton Head Limited P/S - - - 378,062 6 0.13%
Melrose Group Ltd - - - 229,223 ¥ 0.08%
Haoliday (nns - - - 220,921 8 0.07%
Hilton Head Plantation - - - 39,833 10 0.01%
Total % 48,565,097 5.77% $ 5,698,043 1.89%

Source: Beaufort County

 Formeriy Dunes Hotel Associates
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Schadule 11

Town of Hilton Head Island, SC

Direct and Overlapping Sales Tax Rates
Last Ten Fiscal Years

Town
Fiscal Direct Beaufort South

Year Rate County Carolina
1957 0% 0% 5%
1993 0% 0% 5%
1999 0% 0% 5%
2000 0% 0% 5%
2001 0% 0% 5%
2002 0% 0% 5%
2003 0% 0% 5%
2004 0% 0% 5%
2005 0% 0% 5%
2006 0% 0% 5%
2007 0% 1% 6%

Note: All sales tax goes fo the state for distribution.
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Schedule 13

Town of Hilton Head Island, SC

Ratios of Net General Bonded Dabt Outstanding
Last Ten Fiscal Years

Percantage of

General Exempt Actual Taxable

Fiscal Obligation from Total Value® of Per
Year Bonds Debt Limit Net Property Capita”
1897 $ 11,560,000 - $ 11,560,000 0.26% 381
1998 314,880,000 15,000,000 16,880,000 0.36% 542
1999 31,155,000 26,750,000 4,405,000 0.06% 140
2000 48,275,000 27,000,000 21,275,000 0.25% 670
2001 67,350,000 47,000,000 20,350,000 0.28% 601
2002 65,160,000 45,780,000 18,380,000 0.25% 570
2003 63,730,000 44,470,000 19,260,000 0.24% 558
2004 76,285,000 58,085,000 18,200,000 0.23% 528
2005 74,705,000 57,350,000 17,355,000 0.12% 504
2006 71,240,000 55,385,000 15,855,000 0.11% 460
2007 67,460,000 53,280,000 14,180,000 0.09% 419

Notes: Details regarding the Town’s outstanding debt can be found in the notes to the financial statements.
*See Schedule 7 for property value data.
bSee Schedule 17 for personal income and population data. These ratios are calculated using personal income
for the prior calendar year.
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Schedule 16

Town aof Hiltan Head Island, SC
Pledged Revenue Coverage
Last Ten Fiscal Years

Hospitality Tax Bonds

Fiscal Debt Service
Year Collections Principal Interest Total Coverage
1997 - - - - -
1998 - - - - -
1999 - - - - -
2000 - - - - -
2001 - - - - -
2002 - - - - -
2003 - - - - -
2004 - - - - -
2005 2,991,110 275,000 469,885 744,885 4.02
2006 5,086,678 290,000 464 385 754,385 6.74
2007 5,108,528 305.000 448,970 753,970 6.78
Stormwater Revenue Bonds
Fiscal Debt Service
Year Collections Principal Interest Total Coverage
1997 - - - - -
1968 - - - - -
1999 - - - - -
2000 - - - - -
2001 - - . - -
2002 - - - - -
2003 - - - - -
2004 1,079,614 - 750,546 750,546 1.44
2005 1,480,356 - 750,546 750,546 1.97
2006 1,324,277 505,000 742,971 1,247,971 1.06
2007 1,351,871 535,000 712,708 1,247,708 1.08
Tax Increment Bonds
Fiscal Debt Service
Year Collections Principal Interest Total Coverage
1997 - - - - -
1598 - - - - -
1595 - - - -
2000 - - - -
2001 - - - -
2002 - - - -
2003 - - - -
2004 - - - - -
2005 3,777,553 - 347,200 347,200 10.88
20086 4,065,563 645,000 357,004 1,002,004 4.06
2007 3,985,064 710,000 264,112 1,004,112 .57
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Schedule 17

Town of Hilton Head Island, $C
Demographic and Econcemic Statistics

Last Ten Calendar Years

Per
Personal Capita Annual
Calendar Income Personal Unemployment
Yaar Population (in thousands) Income Rate
1956 30,340 % 745,484 24,571 1.7%
1997 31,141 812,406 26,088 1.3%
1998 31,452 872,258 27,733 1.1%
1999 31,767 928,962 29,243 1.2%
2000 33,862 1,026,357 30,310 1.4%
2001 33,992 1,086,826 31,873 1.8%
2002 34,524 1,098,623 31,822 1.8%
2003 34,489 1,130,136 32,768 2.1%
2004 34,418 1,189,073 34,550 2.2%
2005 34,497 1,198,771 34,750 2.1%
2006 33,838 1,259,180 37,212 4.3%

Sources: Population provided by U.S. Census Bureau, Population Estimates Program;
Per Capital Personal Income provided by U.S. Department of Commerce, Bureau of
Economic Analysis; Unemployment Rate provided by U.S. Department of Labor,

Bureau of Labor and Statistics
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Schedule 18
Town of Hilton Head Island, SC
Principal Employers

Employer Employees
Tenet Health Systems - Hilton Head Regional Medical Center 600
Hilton Head Marriott Golf and Beach Resort 520
The Westin Resort 450
Sea Pines Resort, LLC 450
Crowns Plaza Resort 430
Palmetto Dunes 330
The Cypress of Hilion Head 310
Harris Teeter Stores 200
Wal-mart Stores 200

Source: Beaufort County Chamber of Commerce. Information for the past ten years not available.

new source: Chamber top employees list is dated 2003: used data frm the Greater Beaufort-Hilton Head
Economic Partnership, Inc.
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Supplemental Financial Information



Schedule 22

Town of Hilton Head Island, SC

Municipal Fines, Assessments and Surcharges
Year Ended June 30, 2007

Court Fines

Court fines collected

Court fines retained by the Town
Courl fines remitted to the State Treasurer

Court Assessments

Court assessments collected

Court assessments refained by the Town
Court assessments remiited to the State Treasurer

Court Surcharges

Courl surcharges coilected

Courl surcharges retained by the Town
Court surcharges remitied to the State Treasurer

Victims Services
Courl assessmenis allocated to victim services
Victim Services expenditures

Funds available for carryforward

396,243
396,243

425,082
47,118

377,964

173,124
23,069

150,055

47,118
51,220

(4,102)
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE AND ON
INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and Members of Town Council
Town of Hilton Head Island
Hilton Head Island, South Carolina

We have audited the financtal statements of the Town of Hilton Head Island, South Carolina (the Town)
as of and for the year ended June 30, 2007, and have issued our report thereon dated November 27, 2007.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to Ninancial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United Statcs.

Intemal Control Over Financial Reporting

In planning and performing our audit, we considered Town'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 Town's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Town's internal control over financial reporting

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 adverscly affects the entity's ability to initiate, authonze, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
1s 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.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a temote likelthood 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 or matertal weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.

-972.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
coniracts 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 or other mattcrs that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of the mayor, members of Town Council and
management and is not intended to be and should not be used by anyone other than those specified

parties.
ottt Danns, LLC

Columbia, South Carolina
November 27, 2007
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