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THE RED ROSE CITY

CITY HALL 216 SOUTH CATAWBA STREET P.O.BOX 1149 LANCASTER, S.C.29721-1149 803-286-8414
www. lancastercitysc.com

November 15, 2019
To the Honorable Mayor, Members of the City Council, and Citizens of the City of Lancaster:

State law requires that all general-purpose local governments publish a complete set of financial
statements presented in conformity with generally accepted accounting principles (GAAP) and
audited in accordance with generally accepted auditing standards by a firm of licensed certified
public accountants. Pursuant to that requirement, we hereby issue the comprehensive annual
financial report of the City of Lancaster (the “City”) for the fiscal year ended June 30, 2019.

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

The City of Lancaster’s financial statements have been audited by Blair, Bohle” & Whitsitt, CPA’s,
PLLC, a firm of licensed certified public accountants. The goal of the independent audit was to
provide reasonable assurance that the financial statements of the City for the fiscal year ended
June 30, 2019, are free of material misstatement. The independent audit involved examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements;
assessing the accounting principles used and significant estimates made by management; and
evaluating the overall financial statement presentation. The independent auditor concluded,
based upon the audit, that there was a reasonable basis for rendering an unqualified opinion that
the City’s financial statements for the fiscal year ended June 30, 2019, are fairly presented in
conformity with GAAP. The independent auditor’s report is presented as the first component of
the financial section of this report.



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

Profile of the Government

The City of Lancaster was founded by settlers from Lancaster, Pennsylvania and was originally
known as Barnettsville when the first courthouse was erected in 1795. In 1802, an application
was made for a charter for the village of Lancaster. A court dispute over the original plat was not
resolved until 1824. In December 1830, by Act of the South Carolina Legislature, the Town of
Lancaster was incorporated. The Town of Lancaster was re-charted in 1898 and as the City of
Lancaster in 1967.

The City operates under the council form of government. Policy making and legislative authority
are vested in a governing council consisting of the mayor and six other members. The governing
council is responsible, among other things, for passing ordinances, adopting the budget,
appointing committees, and hiring the City Administrator. The City Administrator is responsible
for carrying out the policies and ordinances of the City Council, for overseeing the day-to-day
operations of the City, and other duties as assigned by City Council. The council is elected on a
non-partisan basis. The mayor is elected at large and council members are elected by district
and serve four-year staggered terms.

The City provides a full range of services including: police and fire protection, the construction
and maintenance of streets and other infrastructure; parks and leisure/cultural activities; sanitation
services; water and sewer services; and building, inspection, planning and zoning services.

The annual budget serves as the foundation for the City’s financial planning and control. All
departments of the City are required to submit requests for appropriation to the City Administrator
in the spring of each year. The City Administrator and Finance Director use these requests as
the beginning point in the development of a proposed budget. The City Administrator then
presents this proposed budget to City Council for review. The council is required to hold a public
hearing on the proposed budget and to adopt a final budget no later than June 30th, the close of
the City’s fiscal year. The appropriated budget is prepared by fund and department. Budgetary
control (that is the level at which expenditures cannot legally exceed the appropriated amount) is
maintained by the City Administrator at the object class level and may be amended as necessary
during the fiscal year. City Council is informed of budgetary expenditures in relation to
appropriations monthly in the form of a budget to actual revenue and expenditure report which is
posted to the City's website upon review by council.



Factors Affecting Financial Condition

Local economy. The City of Lancaster’'s and Lancaster County's industrial base has changed
from textiles to a diverse array of industries and a number of global corporations. The County's
unemployment rate hit a low of 3.3% in November of 2018 and settled back at 4.1% as of June
30, 2019; the same as the June 2018 unemployment rate. The City of Lancaster and Lancaster
County work closely together to bring jobs to the area for citizens of the City.

Long-term financial planning. The City strives to position itself to weather all types of financial
conditions without adversely affecting the services provided to its citizens. The City continually
evaluates its long range financial planning tools, such as the capital improvement plan (CIP), for
ways to better use these tools in conjunction with long range strategic planning to maintain and
improve both the City’s strong financial position and the level of services provided to its citizens.

The City’s planning and needs evaluation process, identified essential projects and initiatives to
be implemented over the course of several years. Through such planning and evaluation, the City
has created a structured approach to meeting challenges, effecting change, and achieving goals
on a multi-year basis with funding incorporated into the operating, special revenue and capital
improvement budgets. Initiatives include downtown redevelopment;, community enrichment;
cultural arts and other quality of life opportunities; and continued investment in public
infrastructure. Funding for these endeavors, which have long-term fiscal implications, come from
a variety of sources including grants, Hospitality tax revenues, Community Development Block
Grant funds, and General Fund revenues.

The City’s combined water and wastewater system is a regulated enterprise that requires
extensive fiscal resources for long-term viability to serve the demands of the Lancaster area. The
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