CITY OF BEAUFORT
1911 BOUNDARY STREET
BEAUFORT MUNICIPAL COMPLEX
BEAUFORT, SOUTH CAROLINA 29902
(843) 525-7070
CITY COUNCIL WORKSESSION AGENDA
January 14, 2020

NOTE: IF YOU HAVE SPECIALNEEDS DUE TO A PHYSICAL CHALLENGE

PLEASE CALLIVETTE BURGESS 525-7070 FOR ADDITIONAL
INFORMATION

STATEMENT OF MEDIA NOTIFICATION

"In accordance with South Carolina Code of Laws, 1976, Section 30-4-80(d), as amended, all
local media was duly notified of the time, date, place and agenda of this meeting."

WORKSESSION - City Hall, Planning Conference Room, Ist Floor - 5:00 PM

=

CALLTO ORDER
A.

Mike McFee, Mayor Pro Tem

II. DISCUSSION ITEMS

A.
B.
C.
D.

Discussion on the Capital Improvement Plan
Overview of the City's Financial Status
Business Licensing Legislation

Update on Cyber Security

III. EXECUTIVE SESSION

A.

Pursuant to Title 30, Chapter 4, Section (70) (a) (2) of the South Carolina Code of
Law: Legal Briefing on Pending Litigation.

IV. ADJOURN
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City of Beaufort
Capital Improvement Plan

Overview of Projects, Funding and Timing
Presented to Northern Regional Plan Implementation Committee

May 24, 2013




PURPOSE

» This presentation was developed to begin discussions of formalizing
the capital improvement plan for the City that is integrated with the
Comprehensive Plan.

» This document is one of three presentations focused on capital and
the adoption of a capital budget for FY 2014.

> There are no recommendations contained in the information
presented.




What Is A Capital Improvement Plan?

> A Capital Improvement Plan or Program (CIP) is a plan that assesses capital

>

facility needs against its overall goals and objectives.
It uses a multi-year planning horizon, that has a close relationship to the
Comprehensive Plan.

It contains projects budgeted in the current fiscal year as well as projects in
subsequent fiscal years for which funding may not have been obtained or
authorized.

Since the CIP is not a legally binding document it can and does change.

Often seen as a rolling document since older projects drop off when
completed and new ones are added each year.

There are series of documents that form a relationship to the Capital
Improvement Plan.

O The Comprehensive Plan Q Affordability Analysis

O The Strategic Plan O Capital Needs Study

O Long-term Operating Budget Plan

v' Capital Budget
v' Operating Budget



Relationship of Capital Improvement Plan to Other
Documents
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Other Documents

>

In 2009 “Vision Beaufort” Comprehensive Plan included a wealth of
information about targeting public investment, establishing community
design objectives, pursuing potential catalyst projects, and most
importantly, implementing the vision that will guide Beaufort into its next
decade of growth and development.

O From the Comprehensive Plan, City Council charged the Redevelopment
Commission to develop the Strategic Plan that is now know as the ‘Civic Master
Plan”

The Civic Master Plan is the result of extensive efforts to establish principles
and standards for all public and private development and provides a guide
for identifying and promoting investments within the City.

The Civic Master Plan is expected to generate discussion points, establish
budget priorities, and create implementation objectives for the City over the
next generation.

The Civic Master Plan is the City’s Strategic Plan that is instrumental in
developing the City’s Capital Improvement Plan and the Capital Budget.

v The above contains excerpts from the recently published Civic Master Plan



Capital Improvement Plan and Budget

> The heart of the Capital Improvement Plan is the projects.

O Categorized by major elements that link to the Comprehensive plan and the
Strategic Plan , the City’s Civic Master Plan.

> The CIP contains a series of tables that show what projects will be built, when,
where, and how much they will cost.

» The CIP and the Capital Budget are presented together and contain a summary
of funding sources available to fund the projects.

O The capital budget is the first document of the Capital Improvement Plan.

Q Itis the implementing document.
O The capital budget is where funds for capital projects are identified and authorized
as part of the budget adoption process.

O The capital budget contains detailed information about the design, costs, financing
and schedule for the capital projects for the current fiscal year.

O The capital budget is a separate budget document but the current funding
commitments are rolled into the adopted Operating Budget.

> There are funded and unfunded CIP projects that need to be taken into
e, _CONsideration in making budget decisions.




Capital Budget

> Expenditures related to completing Capital projects generally span longer
than an operating year.

O Once the decision to move forward on implementing capital projects, those plans
can not be easily changed.

O There is an integration between the Capital projects budget and the operating
budget.

> Step to developing a CIP and Capital Budget:
O Organize the process.
O Identify the Projects and Funding Options
O Select the projects.
O Prepare and Recommend a Capital Plan and Budget.
Q

Adopt the Capital Budget.

v' Adopt the capital budget with the entire amount for all the approved projects
that are funded in the current fiscal year, regardless of whether those funds will
be spent in a year or not.

v'  Any unused funds from the current year are carry forward into the next fiscal
year budget and approved again as part of the adopted budget process.

v New projects are added to the capital budget during the budget process as
nyy fUNding become available.




Developing The Capital Improvement Plan

> ldentified projects from Chapter 11 of the Civic Master Plan that had a 1-3
year implementation projection.

> lIdentified other capital projects related to Stormwater drainage or other
Public Works areas.

> Obtained project estimates in current year dollars.

> Developed a schedule by major category, tying funding and time a timeline to
each project that can be assigned through the capital budgeting process.




What is next?

>

>

Link the projects identified to the Sector plans identified in Chapter 11 of
the Civic Master Plan by Sector.

Review the list to ensure that it contains the priority list of projects that City
Council would like to complete in 1 -3 years.

Take a closer look at each Sector plan to assist in developing the Capital
Project Budget.

Review the funding options and the timing for each project.




QUESTIONS?

p—



BEAUFORT

SOUTH CAROLINA
TRICENTENNIAL 1711-2011

J

March 26, 2013

Frequently Asked Questions:
Beaufort SC Capital Improvement Plan FY2014

1. What are “capital improvements”?

Answer: A capital improvement generally is defined as a non-recurring expenditure or
any expenditure for physical improvements, including costs for the acquisition of existing
buildings or land; construction of new structures such as the proposed $2.27 million new
Beaufort fire station at Mossy Oaks; construction/expansion of streets, highways,
sidewalks or utility lines; acquisition of fixed equipment including police vehicles or fire
trucks; landscaping; and similar expenditures.

Capital improvements are investments in the infrastructure — in this case, for the City of
Beaufort.

2. Sowhat is a Capital Improvement Plan?

Answer: Beaufort’s Capital Improvement Plan (CIP) is a plan that examines capital
needs against the City’s overall goals and objectives. The Capital Improvement Plan is a
short-range plan, usually one to five years, which identifies capital projects and
equipment purchases, provides a planning schedule and identifies options for financing
the plan. The plan links the City and its comprehensive and strategic plans to the City’s
annual budget.

Key elements include:

e It uses a multi-year timeframe that ties to the Civic Master Plan

e It contains projects budgeted in FY14 as well as projects in subsequent fiscal years
for which funding may not yet have been obtained or authorized, including grants

e Since the CIP is not a legally binding document it can and does change.

e Frequently, the Capital Improvement Plan is seen as a “rolling document” since older
projects drop off when completed and new ones are added each year.

There are series of documents that form a relationship to the Capital Improvement Plan:
1. The Comprehensive Plan



Beaufort Civic Master Plan (the Strategic Plan)
Long-term Operating Budget Plan

Capital Budget

Operating Budget

Affordability Analysis

Capital Needs Study

Nogakown

. What goes into developing a Capital Improvement Plan for the City of Beaufort?

Answer: It’s a multi-step process to tie capital needs to the Beaufort Civic Master Plan
and Council goals. Key points include: Expenditures related to completing Capital
projects generally span longer than an operating year; there is an integration between the
Capital projects budget and the operating budget; and once the decision is made to move
forward on implementing capital projects, those plans cannot easily be changed because
of payments made and projects being started.

During staff review starting in late 2012, we identified projects from Chapter 11 of the
Civic Master Plan that had a one-year to three-year implementation projection. We then
examined other capital projects related to stormwater drainage or other Public Works
areas.

With that list, we obtained project estimates in current year dollars. Finally, we developed
a schedule by major category, tying funding and time to a timeline for each project that
can be assigned through the capital budgeting process. All of these categories can change
based on changing economic, environmental and community factors.

Steps to developing a CIP and Capital Budget:

Organize the process

Identify/select the projects and funding options

Prepare and recommend a Capital Plan and budget

Adopt the Capital Budget

Adopt the Capital Budget with the entire amount for all the approved projects that

are funded in the current fiscal year, regardless of whether those funds will be

spent in a year or not

f. Any unused capital funds from the current year are carried forward into the next
fiscal year budget and approved again as part of the adopted budget process

g. New projects are added to the capital budget during the budget process as funding
become available.

Pop o

. What’s the connection between the Civic Master Plan and the Capital Improvement
Plan?

Answer: In 2009 the “Vision Beaufort” Comprehensive Plan included a wealth of
information about targeting public investment, establishing community design objectives,
pursuing potential catalyst projects, and most importantly, implementing the vision that
would guide Beaufort into its next decade of growth and development.



From the Comprehensive Plan, City Council charged the Redevelopment Commission to
develop the Strategic Plan that is now known as the Beaufort Civic Master Plan.

The Civic Master Plan is the result of extensive efforts to establish principles and
standards for all public and private development. It provides a guide for identifying and
promoting investments within the City. The Civic Master Plan is expected to generate
discussion points, establish budget priorities, and create targeted projects and/or areas for
the City over the next generation.

The Civic Master Plan is Beaufort’s Strategic Plan that is instrumental in developing the
City’s Capital Improvement Plan and the Capital Budget.

How does the Capital Improvement Plan fit into the annual City budget process?

Answer: The heart of the Capital Improvement Plan is the projects. At this stage of the
FY2014 budget process (March 26, 2013), note that there funded and unfunded CIP
projects that need to be taken into consideration in making budget decisions.

The projects are categorized by major elements that link to the Comprehensive plan and
the Strategic Plan, which is the Beaufort Civic Master Plan. The CIP contains a series of
tables that show which proposed projects will be built, when, where and how much they
will cost.

The CIP and the Capital Budget are presented together and contain a summary of funding
sources available to pay for the projects.

v The capital budget is the first document of the Capital Improvement Plan. It is the
implementing document. The capital budget is where funds for capital projects are
identified and authorized as part of the budget adoption process.

v The capital budget contains detailed information about the design, costs, financing
and schedule for the capital projects for the current fiscal year.

v' The capital budget is a separate budget document but the current funding
commitments are rolled into the adopted Operating Budget.

. Where can | find the list of recommended Capital Improvement Projects for the
City of Beaufort?

Answer: Visit www.cityofbeaufort.org and go to Departments / Finance for the complete
list. Note that some of these projects have funding sources identified while others don’t.

. What’s next with the Capital Improvements Plan?

Answer: This is a systematic approach. First, we link the capital projects to the Sector
plans identified in Chapter 11 of the Civic Master Plan. Then staff and Council review



the list to ensure that it contains the priority projects that City Council would like to
complete in one to three years.

Next, staff and Council will take a closer look at each Sector plan to assist in developing
the Capital Project Book, and review funding options and the timing for each project.
Finally, capital improvement plan recommendations to Council are made for approval as
part of the FY'14 budget process.

For more specific details, visit these online links:

Civic Master Plan: http://cityofbeaufort.org/civic-master-plan.aspx

Comprehensive Plan: http://visionbeaufort.blogspot.com/

Comprehensive Annual Financial Reports:
http://www.cityofbeaufort.org/comprehensive-annual-financial-reports-cafr.aspx

Annual City of Beaufort Budgets: http://www.cityofbeaufort.org/budgets.aspx

Finance Department: http://www.cityofbeaufort.org/finance.aspx
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. Budget Funding
Project
Estimated Modified Federal/State | General Fund Stormwater Private or Public
Item Description Original TIFII R Bond/Debt Fund Balance Committed/Assigned
Budget Sources Current Fund Partnership
Budget
FY 201
City Facility Projects FY 2019 FY 2018 LI
Prior
A |- Wind Restoration &
1 |reenal- Window Restoration $  200000|$ 220,108 $ 100,000 $ 120,108
New Restroom
2 |Carnegie Window Refurshing S 40,000 $ 72,500
Carteret Street Facilit
3 |-ereretstreetfaclity $  200,000| $ 200,000
Improvements
4 |Upfit of 2nd floor Municipal Police || $ 400,000 $ 400,000
5 |Land Purchase for Parking S 300,000 | S 300,000
6 |Other City Facilities $ 1,000,000 $ 1,000,000
FY 201
Street Resurfacing Projects FY 2019 FY 2018 :ri:rand
7  FY 2019 CTC funded Projects
7a Twin Lakes S 300,000 $ 300,000 S 20,000 S 290,000
7b Charles Street Extension
7c Craven Street
7d Stone Marten Resurface
7e Jericho Woods Resurfacing
7f Battery Shores Resurface
8 |Mast Arm - Hwy 21 & Parker Dr S 125,000| $ 125,000
9 |Mast Arm - Craven/Carteret S 125,000 S 125,000
10 |Mossy Oaks Basin 1 S 2,583,087| $ 2,583,087 S 48,953
S 3,000,000
10 |Mossy Oaks Basin 2 S 2,719,823| $ 2,719,823 S 48,953
S 3,000,000
11 |Battery Shores Drainage S 158,040 S 200,000




FY 2019

FY 2018

FY 2017

FY 2016

FY 2015 and

Drainage Projects Prior
12 |Broad Street Drainage Dirtch 182,048 | $ 1,197,923
14 |Calhoun Drainage 100,000 S 268,016
15 |[Kings Ridge Outfall 25,000 $ 780,634
16 |LaFayette Drainage 125,000 S 450,000 S 100,000 S 80,120
17 |Twin Lake Drainage 92,541 $ 125,000 S 45,000
18 |Johnny Morral Pipe Outfall 1,000,000 S 1,023,804
19 ;:_Ii—:;teB(la\;dt.el)?ond Improvements 144534 $ 200,000
20 [Southside Canal Improvements 260,502 $ 400,000
21 |Cottage Farm Drainage 29,550 S 30,000 S -1 s 30,000
22 |Hay Street Outfall 515,241 $ 515,241
24 |The Point 3,969,156 | $ 3,969,156 S 40,000
25 |Jane Way Ditch Cleaning 29,000 $ 29,000 S 29,000
26 [North Hermitage Drainage 100,000 | $ 250,000
27 |South Hermitage Drainage 38,583 | S 48,000 S 4,400| S 44,000
S FY 2019 FY 2018 FY 2017 Y206 ' zgr?:ra"d
2% IAIIison Road Improvements - Phase 821044| § 1030536 400,000 S 14,000
27 |Basil Green Parking 1,024,696 | $ 100,000
28 |Beaufort Plaza Trailhead Park 250,000 $ 250,000
29 |Greenlawn Drive Improvements 1,250,000| S 1,700,000( $ 500,000 S 1,100,000 S 100,000




FY 2015 and

. FY 2019 FY 2018 FY 2017 FY 2016 .
Other Projects (Cont'd) Prior
Budget Fundi
Project ucee unding
Estimated o .
Item Description Original Modified Federal/State | General Fund - TIFI TIFNI anate‘ Bond/Debt Fund Balance Committed/Assigned
Budget Sources Current Partnership
Budget

30 |Parallel Road Ext to Hogarth S 8,000,000/ $ 8,000,000
31 |Pick Pocket Connector S 150,000 | $ 150,000 S 150,000
32 |Duke Street - Phase IlI S 650,000 | S 650,000
33 |Green Street Streetscape - Phase | | $ 650,000 | S 650,000
34 |Green Street Streetscape - Phase Il | $ 650,000 | S 650,000
35 |Green Street Streetscape - Phase lll || $ 650,000 | S 650,000

Washington Street Park - Park
36 | oonington StreetFark-rar $  100,000| $ 100,000

Improvements
37 |Battery Park Park Improvements S 50,000 S 50,000

Waterfront Park F dati |
3g | aterirontFark Foundationa $ 1,000,000| $ 1,000,000 $ 500,000 $ 500,000

Repairs

Waterfront Park Park
39 | atertrontrarkrar $  150,000| $ 150,000

Improvements
40 |Marina Upfit and Remodel $ 1,500,000| S 1,500,000
41 |Whitehall Pathway S 300,000 S 300,000 S 300,000
42 |SC Hwy 170 Sidewalk Extension S 50,000 S 50,000 S 50,000
43 |Spanish Moss Trail Extension S 200,000 | S 200,000
44 |Lady's Island Traffic Improvements | $ 250,000 | S 250,000

Total Capital Improvement Plan
Projects S 26,729,934 $ 30,134,918
TOTALS BY FUNDING SOURCE $ 1,500,000 S 20,000 $ S 1,300,000 $ 690,000 $ 6,000,000 $ 500,000 $ 45,000 $ 149,120 $ 34,400 $ 376,013
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City of Beaufort, South Carolina
For the Year Ended June 30, 2019
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December 12, 2019

To the Honorable Mayor, Members of City Council, and Citizens of the City of Beaufort:

State law requires that all general-purpose local governments publish a complete set of financial
statements presented in conformity with U.S. 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 Beaufort for the fiscal year ended June 30, 2019.

This report consists of management’s representations concerning the finances of the City of Beaufort.
Consequently, management assumes all 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 of Beaufort follows a comprehensive internal control framework that is designed
both to protect the government’s assets from loss, theft, or misuse and to compile sufficient reliable
information for the preparation of the City of Beaufort’s financial statements in conformity with U.S.
GAAP. Because the cost of internal controls should not outweigh their benefits, the City of Beaufort’s
comprehensive framework of internal controls are 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 Beaufort’s financial statements have been audited by Mauldin & Jenkins, LLC a firm of licensed
Certified Public Accountants. The goal of the independent audit was to provide reasonable assurance that
the financial statements of the City of Beaufort 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 unmodified opinion that the City of Beaufort’s financial statements for the fiscal year ended June 30,
2019, are fairly presented in conformity with U.S. GAAP. The independent auditors' report is presented as
the first component of the financial section of this report.

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



Profile of the Government

The City, founded in 1711 and incorporated in 1913, is located on the eastern coast of Beaufort County,
South Carolina, 70 miles south of Charleston, South Carolina and 45 miles north of Savannah, Georgia and
encompasses approximately 18 square miles. The 2019 population of the City according to the U.S. Census
update by the Lowcountry Council of Governments was 13,357.

The City operates under the council-manager form of government. Policy-making and legislative authority
are vested in a governing council consisting of the mayor and four other members. The governing council
is responsible, among other things, for passing ordinances, adopting the budget, appointing committees
and hiring both the City Manager and the City Attorney. The City’s manager is responsible for carrying out
the policies and ordinances of the City Council, for overseeing the day-to-day operations of the City and
for appointing the heads of the various departments. The council is elected on a non-partisan basis. The
mayor and council are elected at large and serve four-year staggered terms.

The City provides a full range of services, including: police and fire protection, sanitation and recycling
services, zoning, redevelopment, economic development and building, fire and code enforcement
services, street and storm water maintenance and up keep of City parks and open space.

The annual budget serves as the foundation for the City’s financial planning and control. All agencies and
departments of the City are required to submit requests for appropriation to the City Manager each year.
The City Manager uses these requests as the starting point for developing a proposed budget. The City
Manager then presents this proposed budget to the 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 30, 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 Manager at the fund level and may be amended as necessary during the fiscal year. Budget-to-actual
comparisons are provided in this report for each individual governmental fund for which an appropriated
annual budget has been adopted. For the general fund and the tax increment financing district Il fund this
comparison is presented as part of the required supplementary information as listed in the table of
contents.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the City operates.

Local economy

The City currently enjoys a stable economic environment despite an unemployment rate of 3.1%, which
is below Beaufort County and the State average of 3.3%. and a median household income of $47,452
which is about $9,000 below the median income for the county. Nineteen percent (19.3%) of the City’s
population lives below the poverty level. This is slightly higher that the state average of 18.3%. However,
future job growth over the next ten years is predicted to be more than 40% which should have a dramatic
effect on the poverty level and increase the populations median household income. The City has a very
strong tourist trade reputation. Renowned for its scenic location and for maintaining a historic character

A-2



by preservation of its antebellum architecture as well as its military establishments at Parris Island, Marine
Corps Air Station, and the Naval Hospital, and the growth of the National Reconstruction history, the City
has seen a strong increase in its tourism industry. Most recently, the City has been featured in Southern
Living magazine, named “Best Small Southern Town in South Carolina”, a “Top 17 Small Towns to Visit in
the USA”, by Trip Advisor, “The Prettiest Small Town in South Carolina”, by Architectural Digest to name
a few.

Revenues from building permits, new business licenses and Hospitality and Accommodations tax revenues
continue to show steady growth. Several annexations this past year coupled with commercial and
residential development have enabled the tax base to increase that will poise the City for steady growth
over the next several years.

Long-term financial planning

The City has developed a Capital Improvement Plan that is tied with the City’s Comprehensive Plan and
Strategic Civic Master Plan. Each year of the plan is funded through the budget appropriation process with
subsequent years estimated based on current year costs. The Comprehensive Plan and Civic Master Plan
form to public and private investment in the City. This effort allows Council, businesses and citizens to
plan more strategically those investments and neighborhood groups to better plan improvements as well.
Using a long- range planning process allows the City to plan for future needs as well as up or down-turns
in the economy.

City initiatives
The Boundary Street redevelopment project was completed on budget and ahead of schedule last year.

The redevelopment of the area has started and the original goal of achieving $150 million of new
investment is on target.

During fiscal year 2019 the City Council adopted seven major goals: encourage sustainable economic
growth, create a long-range plan and identify available revenue streams to address the City’s
infrastructure, maintain a comprehensive communication plan, attract through tourism those that may
relocate their office or businesses to the City, enhance infill development, create and coordinate
affordable housing opportunities, create and coordinate an environmental sustainability task force, and
coordinate and collaborate with community stakeholders to identify the overall educational needs within
the City. These goals will be woven into the budget process to better match the long- term strategic goals
to the services the City provides. A sound financial plan with good controls and steady growth to generate
new taxes and improve our revenues will insure the sustainability that is needed for the long-term health
of the City.

Economic development was established as the number one goal. During the year, the Beaufort Digital
Corridor attracted new start-up companies and had one new company plan to build a new facility in the
City’s industrial park. In addition, the City has worked closely with the Beaufort County Economic
Development Corporation in creating new jobs and utilizing vacant buildings in the region.



The second goal was to create a long-term plan to identify available revenue streams to address the City’s
infrastructure needs. This plan was started last year with the establishment of a reserve fund, the award
of a $1 million dollar grant, and a plan for long-term bonding for some of our short-term stormwater
needs.

The third goal is to create and coordinate programs and opportunities for the development of housing
that is affordable.

Our fourth goal is through tourism - to attract those who wish to relocate their offices and businesses
here to live, work, and play in our City. This goal is a long-term goal and requires coordination with various
organizations throughout the City to help tell “our story” of why they should consider the City of Beaufort
as the place they want to be.

The fifth goal is to initiate a plan to accommodate significant growth through infill development within
the Northwest Quadrant and parts of the Old Commons sections of the City. A street by street program
was developed, starting with Duke Street and is now in the process of moving to Washington Street and
Greene Street. We have seen renovations and new home building taking place but most importantly we
have seen community pride significantly improve. This program will continue through 2019 and we expect
it to continue to expand to other streets and sections of the City over the next 3-5 years.

The sixth goal is to create and coordinate an environmental sustainability task force to address and
mitigate the effects of stormwater, flooding, rising sea levels, and natural disasters. This program is being
started with a flood vulnerability assessment be conducted in conjunction with the South Carolina Sea
Grant Consortium, the College of Charleston, and the University of South Carolina NOAA Team.

The seventh goal is to coordinate and collaborate with community stakeholders to identify the overall
educational needs within the City, resulting in a sound educational needs and workforce development
plan.

In addition to the major goals, the City managed to work through four hurricanes in the last thirty-six (36)
months, begin developing programs to control stormwater, flooding, and the effects of sea level rise in
various parts of the City. Furthermore, the City is addressing the needed maintenance and preservation
of several City owned historic buildings.

Relevant financial policies

The City understands the significance of adopting financial polices to guide both short and long -term
planning to provide adequate resources to fund operations. The City adopted the following financial
policies: Accounting to address the methods used and the manner in which revenues are
collected/recognized and expenditures are disbursed/incurred; Budget to address the process used to
formulate, review and adopt the operating budget, capital improvements program and five year financial
plan; Fund Balance and Net Position to guide the City in maintaining a financial operation with sound
financial management principles; Investment and Deposits to serve as a guideline for managing all public
funds entrusted to the City for safekeeping, and Revenue to ensure strong fiscal management practices
using proper controls and general oversight.



Awards and acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Beaufort for its
comprehensive annual financial report (CAFR) for the fiscal year ended June 30, 2018. This was the twelfth
(12%™) consecutive year that the government has achieved this prestigious award. In order to be awarded
a Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements.

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

The preparation of this report would not have been possible without the efficient and dedicated services
of the entire staff of the City Manager’s office and the Finance Department. We would like to express our
appreciation to all members of the departments who assisted and contributed to the preparation of this
report. Credit must also be given to the Mayor and City Council for their continued support for maintaining
the highest standards of professionalism in the management of the City of Beaufort.

Respectfully submitted,

s opty . ~Tetel

William A Prokop Kathy M. Todd, CPA
City Manager Finance Director
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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members
of the City Council
Beaufort, South Carolina

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the City of Beaufort, South Carolina (the “City”), as of and for the year
ended June 30, 2019, and the related notes to the financial statements, which collectively comprise the City’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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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 City of Beaufort, South Carolina, as of June 30, 2019, and the respective changes in financial position for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion
and Analysis (on pages C-1 through C-10), the budgetary comparison information (on pages E-1 through E-5), the
pension information for the City of Beaufort Retirement Plan (on pages E-6 and E-7), and the notes to the required
supplementary information (on page E-8) be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City’s basic financial statements. The introductory section; combining and individual nonmajor fund financial
statements and schedules; schedules of revenues, expenditures and changes in fund balance - budget to actual; and
the statistical section, are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The Uniform Schedule of Court Fines, Assessments and Surcharges (per ACT 96) is presented
for purposes of additional analysis as required by the State of South Carolina, and is not a required part of the basic
financial statements. The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of
additional analysis as required Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (the Uniform Guidance), and is also not a
required part of the basic financial statements.



The combining and individual nonmajor fund financial statements and schedules; schedules of revenues,
expenditures and changes in fund balance - budget to actual; the Uniform Schedule of Court Fines, Assessments and
Surcharges (per ACT 96), and the Schedule of Expenditures of Federal Awards are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the combining and individual nonmajor fund financial
statements and schedules; schedules of revenues, expenditures and changes in fund balance - budget to actual; the
Uniform Schedule of Court Fines, Assessments and Surcharges (per ACT 96), and the Schedule of Expenditures of
Federal Awards are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 12, 2019, on
our consideration of the City of Beaufort, South Carolina’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City of Beaufort, South Carolina’s internal control over financial reporting and
compliance.

/(Mcéfb ;—‘%A@a,fofé

Macon, Georgia
December 12, 2019



MANAGEMENT’S DISCUSSION AND ANALYSIS

INTRODUCTION

As management of the City of Beaufort, SC, we offer readers of the City of Beaufort’s financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended June 30, 2018.
Management encourages readers to consider the information presented within this discussion and analysis in
conjunction with additional information presented as part of this report. Readers are directed to the
transmittal letter, financial statements, notes to the financial statements and statistical information to enhance
their understanding of the City’s financial performance.

The basic financial statements contain three components:

1)

2)

3)

Government-wide financial statements including the Statement of Net Position and the Statement of
Activities which provide a broad, long-term overview of the City’s finances.

Fund financial statements, including the balance sheets, that provide a greater level of detail of
revenues and expenditures and focus on how well the City has performed in the short term in the most
significant funds, and

Notes to the financial statements.

This report presents the financial highlights for the fiscal year ending June 30, 2019 and contains other
supplementary information.

FINANCIAL HIGHLIGHTS

>

The assets and deferred outflows of the City exceeded its liabilities and deferred inflows at the close
of the most recent fiscal year by $40,978,199 (net position). Unrestricted net position is reported as
(56,192,142) due to the effects of reporting net pension liability in accordance with GASB Statement
No. 68, Accounting and Financial Reporting for Pensions — an amendment of GASB Statement No. 27,
which is not an accurate representation of the City’s financial position to meet the government’s
ongoing obligations to citizens and creditors. Excluding net pension liability ($17,437,574) from net
position, results in $11,245,432 of unrestricted net position available to meet the City’s ongoing
obligations to citizens and creditors.

The government’s total net position decreased $225,801. The net decrease is primarily attributed to
planned expense activity that exceeded the revenues realized during the fiscal year.

The City’s total cash position at June 30, 2019, was $24,299,901 compared to $20,327,872 at June 30,
2018, an increase primarily due to the issuance of $6M general obligation bonds and the payment of
a liability related to the Boundary Street project that closed in the prior year.

The City’s Government-wide total accounts payables, accrued expenses, refundable deposits and other
payables at June 30, 2019 were $3,172,964, a decrease of $2,609,752 from June 30, 2018. The
decrease is primarily due to a reduction to the liability related to the Boundary Street project following
project closeout and the final cost of the project less than what was estimated.

As of June 30, 2019, the City’s long-term indebtedness, including the liability for accrued vacation and
net pension liability, had increased a net of $4,915,727 from June 30, 2018. Net pension liability
contributed to the net increase by $824,934 and net increase in debt of $3,881,888 comprised of a
new debt issuance of $6M in general obligation bonds netted against normal annual debt payments.



During the fiscal year the City expended $723,984 for interest associated with its long-term
indebtedness which was $326,711 more than the interest paid during fiscal year 2018.

» The City’s bond rating from Standard & Poor’s is AA and an Aa2 rating from Moody’s Investors Services
for general obligation debt.

> Property taxes support 28.6% of the governmental services to citizens and the community in fiscal year
20109.

OVERVIEW OF THE FINANCIAL STATEMENTS
Government-wide Financial Statements:

The government-wide financial statements are designed to provide readers with a broad overview of the City’s
finances in a manner similar to a private sector business. The Statement of Net Position and the Statement of
Activities provide information about the activities of the City as a whole, presenting both an aggregate and
long-term view of the finances. These statements include all assets and liabilities using the accrual basis of
accounting. This basis of accounting includes all the current year’s revenues and expenses regardless of when
cash is received or paid.

The Statement of Net Position presents information on all of the City’s assets and deferred outflows of
resources, liabilities and deferred inflows of resources, with the difference between the two reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the City is improving or deteriorating.

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

Both statements attempt to distinguish functions of the City that are principally supported by taxes and
intergovernmental revenues.

The governmental activities reported in the statements include General Government, Law enforcement, Fire
and Emergency Services, Public Works, Culture and Recreation, Streets, Community and Economic
Development and Interest on Long-Term Debt.

The government-wide financial statements can be found on pages D-1 through D-2 listed in the table of
contents 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. Like other state and local governments, the City uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All funds of the
City government can be divided into two categories: governmental funds and fiduciary funds.

The City has adopted Governmental Accounting Standard Board (GASB) Statement 54, Fund Balance Reporting
and Governmental Fund Type Definitions, that establishes a hierarchy for fund balance classifications and the
constraints imposed on the uses of those resources.

Governmental funds - Governmental funds, presented on pages D-3 and D-5, essentially account for the same
functions as those reported under the government-wide statement of net position and statement of activities.
However, this set of financial statements focuses on events that produce near-term inflows and outflows of
spendable resources as well as on the balances of spendable resources available at the end of the fiscal year
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and is a narrower focus than the government-wide financial statements. Such information may be useful in
evaluating the City’s near-term financing requirements and available resources.

Because the focus of governmental funds is narrower than that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the City’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and governmental activities.
These reconciliations are on pages D-4 and D-6.

The City’s fund financial statements provide detailed information about the most significant funds — not the
City as a whole. The majority of the City’s services are reported in governmental funds. Governmental fund
reporting focuses on showing how money flows into and out of funds and the balances left at year-end that
are available for spending. They are reported using modified accrual accounting, which measures cash and all
other financial assets that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the City’s operations and the services it provides.

Fiduciary funds — Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statement because the
resources of those funds are not available to support the City of Beaufort’s own programs. The accounting
used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements for the Agency fund can be found on pages D-7.

Notes to the Financial Statements - The notes provide additional information that are essential to a full
understanding of the data provided in both government-wide and fund financial statements. Notes are
presented beginning on page D-8.

Other information - In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the City’s budget process. The City adopts an
annual budget for its general fund and certain special revenue funds. A budgetary comparison schedule has
been provided for the General Fund and major Special Revenue fund as required supplementary information.
This required supplementary information begins on page E-1.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Net Position

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.
The City’s net position totaled $40,978,199 at June 30, 2019.



The following table presents a summary of the City’s Net Position at June 30, 2019.

2019 2018 Change % Change

Assets:

Current and other assets $26,335,195  $23,718,943 S 2,616,252 11.03%

Capital assets 53,593,284 54,109,171 (515,887) -0.95%
Total assets 79,928,479 77,828,114 2,100,365 2.70%
Deferred outflows of resources:

Deferred loss on debt refunding 435,815 486,590 (50,775) -10.43%

Deferred pension charges 3,737,451 4,028,686 (291,235) -7.23%
Total deferrred outflows of resources 4,173,266 4,515,276 (342,010) -7.57%
Liabilities:

Long-term liabilities 37,459,155 33,009,468 4,449,687 13.48%

Other liabilites 5,611,546 7,755,258 (2,143,712) -27.64%
Total liabilities 43,070,701 40,764,726 2,305,975 5.66%
Deferred inflows of resources:

Deferred pension credits 52,845 374,664 (321,819) -85.90%
Net position:

Net investment in capital assets 38,221,670 36,555,711 1,665,959 4.56%

Restricted 8,948,671 9,021,806 (73,135) -0.81%

Unrestricted (6,192,142) (4,373,517) (1,818,625) -41.58%
Total net position $40,978,199  $41,204,000 S (225,801) -0.55%

The largest portion of the City’s total net position (93.3%) reflect its net investment in capital assets such as
land, buildings and equipment, less any related debt used to acquire those assets, that is still outstanding. The
City uses these capital assets to provide services to citizens. Consequently, these assets are not available for
future spending. Although the City’s investment in its capital assets is reported net of related debt, it should
be noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

An additional portion of the City’s net position (21.8%) represents resources that are subject to external
restrictions on how they may be used and the remaining balance (a negative 15.1%) is reported as unrestricted
net position.

At the end of the current fiscal year, the City reports a positive balance in net investment in capital assets and
restricted net position. Unrestricted net position was impacted by the required reporting of net pension
liability under the City’s participation in the State of South Carolina Employee Benefit Administrations
retirement plans: the South Carolina Retirement Plan and the South Carolina Police Officers Retirement Plan.
Even though the City ended the fiscal year with a modest decrease to net position of $225,801, the impact of
pension liability on net position had a negative impact on unrestricted net position.

Net position presented in the Governmental-wide financial statements decreased by a net $225,801 during
the current fiscal year.



GOVERNMENTAL ACTIVITIES

Governmental activities decreased the City of Beaufort’s net position by $255,801 accounting for a modest

.55% decrease to the overall net position of the City.

2019 2018 Change % Change
Revenues:
Program Revenues
Charges for services $11,315,994  $10,311,990 S 1,004,004 9.74%
Operating grants and contributions 783,084 755,781 27,303 3.61%
Capital grants and contributions 850,698 765,735 84,963 11.10%
General Revenues
Taxes 10,823,839 9,937,739 886,100 8.92%
Other 482,606 601,133 (118,527) -19.72%
Total Revenues 24,256,221 22,372,378 1,883,843 8.42%
Expenses:
General Government 4,637,348 3,431,077 1,206,271 35.16%
Law Enforcement 5,875,655 5,661,110 214,545 3.79%
Fire and emergency 5,652,110 5,184,525 467,585 9.02%
Public works 2,692,627 2,562,450 130,177 5.08%
Culture and recreation 1,783,253 1,548,178 235,075 15.18%
Streets 1,598,979 1,424,964 174,015 12.21%
Community development 1,518,066 1,395,763 122,303 8.76%
Interest 723,984 397,273 326,711 82.24%
Total Expenses 24,482,022 21,605,340 2,876,682 13.31%
Change in net position (225,801) 767,038 (992,839) -129.44%
Net position - beginning of year 41,204,000 40,436,962 767,038 1.90%
Net position - end of year $40,978,199  $41,204,000 S (225,801) -0.55%

Overall revenues increased $1,883,843, or 8.42% over the preceding year. Key elements of significant changes
in governmental activity revenues are as follows:

>

>

Charges for services increased $1,004,004 due to increased building permit revenue of $46,000
spurred by a growth in development, and increase in Stormwater fees of $242,356 because of the
increase in the Stormwater Utility fee for fiscal year 2019, a $240,700 increase in intergovernmental
services charges for fire services and a $249,191 increase in business license fees that results from a
combination of enhanced collection efforts and increased issuance of business licenses from the
growth in development.

Taxes increased $886,100 or 8.92%. $779,000 of the increase was due to increased reassessment
valuations of real property and real property growth within the City from annexations as well as a
$128,000 increase in Hospitality fees.

Other General Revenues decreased a net of $118,527. Though the City realized a $178,898 increase
in interest earnings from a more strategic approach to investing non-operational cash, but
miscellaneous revenues decreased by $297,425. This decrease is a result of a energy rebate received
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in FY 2018 that was not realized in FY 2019 as the rebate was a one-time event and a lease agreement
with a tenant not being renewed.

Overall expenses increased $2,876,682 or 13.31% over the preceding year. Significant changes in expenses
within governmental activities are as follows:

» General government increase $1,206,271 or 35.16% from fiscal year 2018 that is primarily attributed
to the increase in pension expense, increased depreciation expense related to capital assets that were
added during fiscal year 2018, and the accrual of compensated absences that increased in the current
year over the prior year balances.

» Fire and Emergency services expenses increased $467,585 or 9.02% from FY 2018. The increase is a
result of a full year of administering the SAFER grant that included salary and benefits for fifteen (15)
firefighters. In the preceding year, the City administered the grant for half the fiscal year.

» Culture and recreation expenses increased $235,075 or 15.18%. Part of this increase, approximately
$149K, is due to a change in salary allocations to more properly reflect the level of effort personnel
spend on maintaining the City’s parks. In addition, the City expended additional resources on a dog
park at Southside Park.

> The Streets expenses increased $174,015 resulting from higher consulting costs of $27K over the
preceding year and a full year of depreciation on a major enhancement to our road system from the
Boundary Street project that was closed during FY 2018.

» Community and Economic Development increase $122,303 or 8.76% due to a long-standing
employee’s retirement and the additional expenses associated with vacation liability.

> Interest expenses increased by $326,711 or 82.24% over the preceding year due to additional interest
payments on the new general obligation bond for Stormwater projects and the energy performance
contract that was entered in FY 2018.

FINANCIAL ANAYLSIS OF THE CITY'S FUNDS
The City uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental Funds:

Governmental funds provide information on near-term inflows, outflows and balances of available resources.
The governmental funds include the General Fund, Parks & Tourism Fund, Stormwater Fund, Redevelopment
Fund, Accommodation Tax Fund, Tax Increment Financing District Il Fund (TIF 1), Capital Projects Fund, Drug
Control and Prevention Fund and Cemetery Fund. The General Fund, TIF Il Fund, Parks & Tourism Fund,
Stormwater Fund and Capital Projects Fund are reported as the City’s major funds. The remaining
governmental funds of the City are aggregated and presented as Other Governmental Funds. As of June 30,
2018, the City governmental funds reported combined fund balances of $23,270,441, a net increase of
$5,188,757 from the prior year’s balances.

Decreases in fund balance were reported in the General Fund, of $523,127, the TIF Il Fund of $1,893,176, and
the Other Governmental Funds of $225,045 and increases in the Capital Projects Fund of $1,963,466, Parks &
Tourism Fund of $418,790, and the Stormwater Fund of $5,447,849. The decrease in the General Fund is a
result of planned use of committed fund balance for redevelopment and the acquisition of capital equipment
and vehicles. Decreases in the TIF Il are a result of transferring those resources to the Capital Projects Fund
for TIF Il related projects such as Greenlawn project. The increase in the Capital Projects funds are the result
of the inflow of resources from the TIF Il and General Fund for active capital project that are in process. The
increase in the Parks and Tourism Fund is primarily related to Parking fund balance that was transferred from

C-6



the Redevelopment Fund to the Parks & Tourism Fund. Those resources are held in reserve for future Parking
infrastructure costs. The increase is the Stormwater Fund is a result of the remaining general obligation bonds
that have not yet been expended in the Capital Projects Fund on Stormwater related projects.

62.6% (514,576,590) of the total Governmental Fund balance at June 30, 2019, is honspendable or restricted
inits use. $14,545,146 of that amount is restricted by external parties through bond covenant (such as unspent
bond proceeds) or state law governing the use of Tax Increment Financing District revenues. In addition, 15.2%
of the total Governmental Fund Balances is committed for a variety of purposes that are internally constrained
by formal action of the City Council, such as for subsequent land acquisitions, replacement of rolling stock,
redevelopment initiatives, future capital project initiatives and law enforcement purposes. The remainder of
the total Governmental Fund Balance of $5,146,197 or 22.1% is unrestricted and unassigned and therefore
available for spending at the City’s discretion.

GENERAL, TAX INCREMENT FINANCING BOND II, AND CAPITAL PROJECT FUNDS
General Fund

At June 30, 2019 the General Fund had a fund balance of $7,839,003 representing 33.7% of the total
Governmental ending fund balance. Of the General Fund’s June 30, 2019 fund balance, 90.8% is unrestricted
and of that amount 63.9% is unrestricted and unassigned. As a measure of the General Fund’s liquidity, it may
be useful to compare both unrestricted/unassigned fund balance and total fund balance to total fund
expenditures. The unassigned fund balance represents 29.5% of the General Fund’s expenditures, while total
fund balance of the General Fund represents 45.7% of that same amount.

General fund revenues decreased a net $3,243,201 or 15.56% from the prior year. The primary reason for this
decrease was due to the creation of two (2) new funds: Parks & Tourism Fund and the Stormwater Fund.
Revenues that were previously reported in the General Fund in prior years is now reported in these new funds
to enhance transparency on the use of resources generated for specific uses. There were slight decreases in
Franchise fees of $77,293 and Fines and Forfeitures of $81,790, however other revenue sources experienced
more significant changes. The significant changes are primarily attributed to the following:

» Property Taxes reported a 6.93% increase totaling $448,349. This increase is primarily related to
growth in the assessed values from the reassessment of real property and the implementation of a
capital reserve mil that is restricted in fund balance totaling $179,611.

» Hospitality and accommodations taxes, as reported in Other Tax revenues reported a decrease of
$2,850,059 or 100% from fiscal year 2018 due to these resources now being reported in the Park &
Tourism Fund. In addition, licenses and permits increased $294,550 or 7.09%. The City continues to
see growth in this area as its presence as a tourist destination continues to grow and business strength
is steadily growing as a result coupled with enhanced collection efforts on business licenses.

» Intergovernmental revenues increased a net $252,070, or 11.48% over the prior fiscal year. This
increase is a result of the City’s continued pursuit of federal grants that leverage with City resources
to achieve operational goals. In addition, $240,700 increase is from enhanced fire services with the
full year of operation of a new fire station that opened in the prior year and the shared services with
the neighboring town.

» Investment earnings increase $95,444 or 259.17% as interest rates recover and implementation of a
revised investment strategy.

» Miscellaneous revenue decreased $311,898 or 76.03% as a result of energy credits received from the
utility company from the implementation of energy efficiencies in the prior year as a one-time rebate
and the City sold property in the prior year that was not applicable in the current year.



The General Fund expenditures decreased a net of $5,083,985 or 22.87 % over fiscal year ended June 30, 2018.

Minor changes in expenditure activity between the current fiscal year and the prior fiscal year were realized in
General Government and in Community & Economic Development, previously named the Planning
department. General Government decreased a net $63,431 and Community & Economic Development
decreased $31,133. More significant changes in the General Fund expenditures were a result of the following:

» Fire and Emergency services saw a $315,475 net increase over the prior year which is primarily
attributed to the increased personnel costs associated with the SAFER grant during its full year of
applicability versus a half of a year in the fiscal year 2018.

» Law Enforcement decreased $1,369,291 as these costs were allocated to the Parks & Tourism Fund in
support of park and tourism activities.

» Culture and Recreation costs decreased $1,409,268 as all these direct costs of park maintenance are
now reported in the Parks & Tourism Fund.

» Public Works decreased $2,720,290 or 62.83%. $1.8M of this decrease is associated with costs
expended in FY 2018 for the implementation of the energy services performance contract project
aimed at enhancing the City’s utility equipment for long term energy savings. The remaining portion
of the decrease is related to the personnel costs for parks maintenance and stormwater maintenance
activities being allocated to the Parks & Tourism Fund and the Stormwater Fund.

> Streets increased a net of $119,848 or 14.91%. Most of that increase is due to enhanced personnel
assigned to maintaining City Streets and our traffic maintenance systems.

> Debt Service costs (both principal and interest) increased a net $74,105 resulting from payments on
the energy savings service contract began in fiscal year 2019. Though this increased debt expenditures,
there was a realized savings in electricity costs in the general fund of $91K.

Tax Increment Financing District Il Fund (TIF II)

Total revenues in this fund amounted to $151,867 consisting primarily of interest earnings on investments.
Significant expenditures are associated with other financing uses — transfers out to the capital projects fund
for final payment on the Boundary Street Project and to cover Greenlawn project costs.

Capital Projects Fund

The Capital Project Fund expended $2,249,878 or $3,435,843 less than fiscal year 2018. Most of the amount
expended was a result of six projects: the Boundary Street project of $1M, the Arsenal Roof project of $109K,
the Greenlawn project of $383K, the Shein Loop project of $221K, costs associated with Stormwater in the
Mossy Oaks area of the City of $353K and Commerce Park project of $192K. During fiscal year 2019, the City
had seventeen (17) active capital projects that were underway and at various stages of completion.

Parks and Tourism Fund

The Parks & Tourism fund was authorized by City Council beginning fiscal year 2019. As stated previously,
activity within this fund was primarily reported in the General Fund in prior years. The new fund was created
to provide better accountability of resources associate with hospitality, accommodations, parks, tourism and
parking revenues. Comparative data with prior year is not available for the current year, however, $3,802,498
of revenue were realized and expenditures of $3,415,791 were incurred during fiscal year 2019. The increase
in fund balance of $418,790 primarily represents parking funds held for future infrastructure.

Stormwater Fund



The Stormwater Fund was authorized by City Council beginning fiscal year 2019. Stormwater revenue of
$1,092,475 which is $242,356 more than fiscal year 2018 and due to an increase in the Stormwater Utility Fee
from $105 to $135 that was implemented in fiscal year 2019. Stormwater expenditures were $1,339,195 and
included debt service payments associated with a general obligation bond issued for major stormwater
projects to reduce the impact of flooding. These expenditures were $707,561 greater than fiscal year 2018 of
which $573,980 represents the principal and interest associated with the new debt.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets: The Statement of Net Position presents capital assets in two groups: those assets subject to
depreciation, such as equipment or operational facilities and those assets not subject to depreciation such as
land and construction-in-progress. At June 30, 2019, the City’s net capital assets totaled $53,593,284 a net
decrease of $515,887 from fiscal year 2018. Capital assets include assets purchased and donated, land,
buildings, system improvements and machinery and equipment.

Major capital asset additions during the year included the following:

> Increase in Construction in Progress resulting from capital projects noted above under the Capital Projects
Fund and other projects at various stages of progress totaling $1,671,805.

» The closing of $3,824,044 of current year and prior year’s construction in project costs of the enhancement
to HVAC and Electrical systems related to the Energy Performance Contract of $3.1M and completion of
projects associated with the Arsenal Roof, Commerce Park and Shein Loop.

» Purchased additional equipment of $21,298 for the Police Departments CJIS security; the acquisition of
$153,906 equipment for the Fire Department; the acquisition of heavy equipment of $281,498 for the
Public Works department

Additional information on the City’s capital assets can be found in Note 3.A to the Financial Statements
beginning on page D-17.

Long-term debt: The long-term liabilities, including compensated absences and net pension liability, at June
30, 2019 totaled $39,897,737.

The City’s total indebtedness increased a net $4,915,727 from the previous year. Scheduled debt payments
totaling $2,118,112 plus the addition of the S6M general obligation bond contributed to an overall net increase
in debt related instruments of $3,881,888. Amortization on the premium related to the Series 2016 General
Obligation Bond was $127,287. Debt related to compensated absences realized an increase of $208,905 and
the Net Pension Liability saw an increase of $824,934.

The City maintains an AA rating from Standard & Poor’s and an Aa2 rating from Moody’s Investors Services for
general obligation debt.

South Carolina Statutes prohibit a municipality from issuing general obligation debt which in the aggregate
principal amount exceeds 8% of the assessed value of taxable property in the municipality. However, general
obligation debt approved by voter referendum is not charged against the 8% limit. The City’s general obligation
debt was approved by referendum and therefore exempt from the 8% debt limit. The current debt limitation
for the City is $8,840,044 of which $6,900,308 is subject to that limitation or 78.06% of the 8% limit.

Additional information on the City’s debt can be found in Note 3.C. in the notes to financial statements on page
D-19.



GENERAL FUND BUDGETARY HIGHLIGHTS

The budgetary comparison schedule of the General Fund, Parks & Tourism Fund and the Stormwater Fund are
provided as Required Supplementary Information beginning on page E-1. Additional budgetary comparison
schedules of the special revenue funds can be found within other supplementary information beginning on
page F-1. Budget columns are provided for both the original budget adopted for fiscal year 2019 as well as the
final budget. A column for actual resources (revenues), appropriations (expenditures) and a column for any
variances between final budget and actual are also provided. Resources and appropriations are discussed
excluding transfers in or out.

During the year there were net increases in the General Fund appropriations between the original and final
amended budget to adjust for the release of committed fund balances for capital projects and various
contractual obligations and capital acquisitions.

The total actual revenues including other financing sources reported for the General Fund of $17,654,734, was
more than the final budgeted revenues of $17,660,321 by $5,587.

The total actual expenditures including other financing uses of the General Fund were $18,177,861. This
amount was $726,551 less than the final budgeted amount due to fiscally responsible spending in the
departments.

ECONOMIC FACTORS, NEXT YEAR’S BUDGET

The City continues to face limited abilities for growth, both in population and jobs. This in turn results in
anticipated future revenue shortfalls that will not keep up with anticipated increases in expenditures. Though
there is an increase in tourism, the City’s services are primarily supported by the 13,357 residents yet serves
over 65,000 persons each day. Mandates from the federal and state governments continue to place a strain
on the limited resources of the City.

The City adopted a general fund budget for fiscal year ended June 30, 2020 in the amount of $18,055,390.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview for the governmental operations of the City of
Beaufort. Itis designed for anyone with an interest in our government’s finances and management. Questions
concerning any of the information provided in this report or requests for additional financial information may
be addressed to the City of Beaufort, Finance Director, 1911 Boundary Street, Beaufort, South Carolina 29902.
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CITY OF BEAUFORT, SOUTH CAROLINA
STATEMENT OF NET POSITION

JUNE 30, 2019
Total
Governmental
Activities
ASSETS
Cash and cash equivalents S 10,805,509
Receivables 2,010,331
Inventories and other assets 24,963
Restricted assets
Restricted cash and cash equivalents 13,494,392
Capital Assets:
Land, improvements and construction in progress 8,271,315
Other capital assets, net of depreciation 45,321,969
Total assets 79,928,479
DEFERRED OUTFLOWS OF RESOURCES
Deferred loss on refunding 435,815
Pension related deferred outflows 3,737,451
Total deferred outflows of resources 4,173,266
LIABILITIES
Accounts payable 968,761
Accrued liabilities 346,109
Accrued interest 249,353
Deposits and escrow 213,264
Due to other governments 1,395,477
Long-term liabilities:
Due within one year 2,438,582
Due in more than one year
Debt and compensated absences 20,021,581
Net pension liability 17,