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Management’s Discussion and Analysis 
 

As management of the City of Georgetown, South Carolina, we offer readers of the City’s financial 
statements this narrative overview and analysis of the financial activities of the City for the fiscal year ended 
June 30, 2007.  We encourage readers to consider the information presented here in conjunction with 
additional information that we have furnished in our letter of transmittal which can be found on pages 1-4 of 
this report. 
 
Financial Highlights  
 
• The assets of the City of Georgetown exceeded its liabilities at the close of the most recent fiscal year by 

$59,161,055 (net assets).  Of this amount, $19,301,464 (unrestricted net assets) may be used to meet 
the government’s ongoing obligations to citizens and creditors. 

• The government’s total net assets increased by $2,964,783.  This addition to net assets is generated 
primarily by the governmental activities. 

• As of the close of the current fiscal year, the City of Georgetown’s governmental funds reported 
combined ending fund balances of $5,359,472, an increase of $1,242,299 in comparison with the prior 
year.  Approximately 65 percent of this total amount, $3,467,209 is available for spending at the 
government’s discretion (unreserved, undesignated fund balance). 

• At the end of the current fiscal year, unreserved, undesignated fund balance for the general fund was 
$2,549,674, 29.5 percent of total general fund expenditures. 

• The City of Georgetown’s total debt decreased by $543,065 (5.5 percent) during the current fiscal year.  
The key factor in this decrease was the retirement of capital lease debt and principal reduction of 
revenue bonds. 

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements.  
The City’s basic financial statements are comprised of three components:  1) government-wide financial 
statements, 2) fund financial statements, and 3) notes to the financial statements.  This report also contains 
other supplementary information in addition to the basic financial statements themselves.  
 
Government-wide financial statements.  The government-wide financial statements are designed to 
provide readers with a broad overview of the City’s finances, in a manner similar to a private-sector 
business.  
 
The statement of net assets presents information on all of the City’s assets and liabilities, with the 
difference between the two reported as net assets.  Over time, increases or decreases in net assets may 
serve as a useful indicator of whether the financial position of the City is improving or deteriorating.  
 
The statement of activities presents information showing how the City's net assets changed during the most 
recent fiscal year.  All changes in net assets are reported as soon as the underlying event giving rise to the 
change occurs, regardless of the timing of related cash flows.  Thus, revenues and expenses are reported 
in this statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected 
taxes and earned but unused vacation leave).  
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Both of the government-wide financial statements distinguish functions of the City 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 City include general government, public safety, public works, 
and community development.  The business-type activities of the City include electric, water, wastewater, 
and stormwater utilities in addition to a waste management operation and a historic house museum.  

 
The government-wide financial statements include only the operations of the City itself.  There are no 
legally separate entities for which the City is financially accountable. 

 
The government-wide financial statements can be found on pages 24 and 25 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. A city, like other state and local 
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements.  All of the funds of the City can be divided into three categories: governmental funds, 
proprietary funds, and fiduciary funds.  
 
Governmental funds.  Governmental funds are used to account for essentially the same functions 
reported as governmental activities in the government-wide financial statements. However, unlike the 
government-wide financial statements, governmental fund financial statements focus on near-term inflows 
and outflows of spendable resources, as well as on balances of spendable resources available at the end 
of the fiscal year.  Such information may be useful in evaluating a government's near-term financing 
requirements.  
 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for 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 government's near-term financing decisions. 
Both the governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities.  
 
The City maintains five individual governmental funds.  Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and 
changes in fund balances for the general fund.  The general fund is considered to be a major fund.  Data 
from the other four governmental funds are combined into a single, aggregated presentation.  Individual 
fund data for each of these nonmajor governmental funds is provided in the form of combining statements 
elsewhere in this report.  
 
The City adopts an annual appropriated budget for its general fund.  A budgetary comparison statement 
has been provided for the general fund to demonstrate compliance with this budget. 
 
The basic governmental fund financial statements can be found on pages 26-29 of this report.  
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Proprietary funds.  The City maintains two different types of proprietary funds.  Enterprise funds are used 
to report the same functions presented as business-type activities in the government-wide financial 
statements.  The City uses enterprise funds to account for its electric, water, wastewater, stormwater, 
waste management, and museum operations.  Internal service funds are an accounting device used to 
accumulate and allocate costs internally among the City’s various functions.  
 
Proprietary funds provide the same type of information as the government-wide financial statements, only 
in more detail.  The proprietary fund financial statements provide separate information for the electric utility, 
the water and wastewater utility, and the stormwater drainage utility, each of which is considered to be a 
major enterprise fund of the City.  The City maintains two additional nonmajor enterprise funds.  Individual 
fund data for each of these nonmajor enterprise funds is provided in the form of combining statements 
elsewhere in this report. 
 
The City previously used internal service funds to account for fleet services, engineering services and 
information technology services.  During the current year, the City discontinued use of its internal service 
funds.  The residual balances of these funds were transferred to the governmental and enterprise funds.   
 
The internal service funds are combined into a single, aggregated presentation in the proprietary fund 
financial statements. Individual fund data for the internal service funds is provided in the form of combining 
statements elsewhere in this report.  
 
The basic proprietary fund financial statements can be found on pages 30-34 of this report.  
 
Fiduciary funds.  Fiduciary funds are used to account for resources held for the benefit of parties outside 
the government. Fiduciary funds are not reflected in the government-wide financial statement because the 
resources of those funds are not available to support the City’s own programs.  The accounting used for 
fiduciary funds is much like that used for proprietary funds.  
 
The basic fiduciary fund financial statements can be found on pages 37 and 38 of this report.  
 
Notes to the financial statements.  The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.  The notes to the 
financial statements can be found on pages 39-64 of this report.  
 
Other information.  In addition to the basic financial statements and accompanying notes, a budgetary 
comparison statement has been provided for the general fund to demonstrate compliance with the annual 
appropriated budget.  This schedule is presented as required supplementary information.  Required 
supplementary information can be found on pages 66-70 of this report.  
 
Other supplementary information is presented immediately following the required supplementary 
information.  This information, which can be found on pages 73-103, includes the combining statements 
referred to earlier, as well as various individual fund statements and schedules. 
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Government-wide Financial Analysis 
 
Our analysis of government-wide financial information focuses on the net assets (see Table 1) and 
changes in net assets (see Table 2) of the City's governmental and business-type activities.   
 
As noted earlier, net assets may serve over time as a useful indicator of a government's financial position.  
The City’s total assets exceeded liabilities by $59,161,055 at the close of the most recent fiscal year.  
 

2006 2007 2006 2007 2006 2007

Current and other assets 5,374,757 6,471,991 20,233,472 20,672,334 25,608,229$ 27,144,325$ 

Capital assets 12,571,021 13,591,155 33,745,291 33,695,865 46,316,312 47,287,020

     Total assets 17,945,778 20,063,146 53,978,763 54,368,199 71,924,541 74,431,345

Long-term liabilities 1,180,601 860,961 9,003,080 8,804,829 10,183,681 9,665,790

Other liabilities 933,930 1,054,039 4,463,920 4,550,461 5,397,850 5,604,500

     Total liabilities 2,114,531 1,915,000 13,467,000 13,355,290 15,581,531 15,270,290

Net Assets:
Invested in capital assets,
     net of related debt 11,561,207 12,910,178 24,874,577 25,023,336 36,435,784 37,933,514

Restricted 2,142,869 1,626,077 -                   300,000        2,142,869 1,926,077

Unrestricted 2,127,171 3,611,891 15,637,186 15,689,573 17,764,357 19,301,464

     Total net assets 15,831,247$ 18,148,146$ 40,511,763$ 41,012,909$ 56,343,010$ 59,161,055$ 

Governmental Activities TotalBusiness-Type Activites

Table 1

City of Georgetown's Net Assets
June 30, 2006 and 2007

 
The largest portion of total net assets, 64.1%, reflects the City’s investment in capital assets (e.g., land, 
infrastructure, buildings, machinery, and equipment), less any related debt used to acquire those assets 
that is still outstanding.  The City uses capital assets to provide services to citizens; consequently, these 
assets are not available for future spending. 
 
Approximately 3.3% of net assets represent resources that are subject to external restrictions on how they 
may be used.  Unrestricted net assets, the part of net assets that can be used to finance day-to-day 
operations without constraints established by debt covenants, enabling legislation or other legal 
requirements, totaled $19,301,464 or 32.6% of total net assets.  Unrestricted net assets include amounts 
that the City has “earmarked” for projects or other uses.  
 
Unrestricted net assets of governmental activities account for 18.7% of total unrestricted net assets and 
unrestricted net assets of business-type activities account for the remaining 81.3% of total unrestricted net 
assets. 
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2006 2007 2006 2007 2006 2007

Revenues:
     Program revenues:
     Charges for services 2,707,711$   3,062,300$   18,514,586$ 19,685,514$ 21,222,297$ 22,747,814$ 

     Operating grants 579,590        615,260        10,244          8,140           589,834        623,400
     Capital grants -                   443,091        310,062        -                   310,062        443,091
General revenues:
     Property taxes 2,644,466     2,902,290     -                   -                   2,644,466     2,902,290
Local accommodations
     and hospitality taxes 701,346        762,938        -                   -                   701,346        762,938
Unrestricted state government
     shared revenues 556,390        565,946        -                   -                   556,390        565,946
Investment earnings 75,756          164,463        538,299        775,559        614,055        940,022
Gain on sale of assets 448,153        -                   4,246           1,388           452,399        1,388
Miscellaneous 19,271          18,681          11,182          49,123          30,453          67,804
Total revenues 7,732,683     8,534,969     19,388,619   20,519,724   27,121,302   29,054,693
Expenses:
     General government 1,320,557     1,684,401     -                   -                   1,320,557     1,684,401     
     Public safety 5,479,890     5,188,064     -                   -                   5,479,890     5,188,064     
     Public works 857,296        788,593        -                   -                   857,296        788,593        
     Community development 189,676        206,117        -                   -                   189,676        206,117        
     Interest on debt 45,492          38,242          -                   -                   45,492          38,242          
     Electric utility -                   -                   10,505,144   10,878,950   10,505,144   10,878,950   
     Water utility -                   -                   1,859,131     1,930,937     1,859,131     1,930,937     
     Wastewater utility -                   -                   2,728,629     3,068,099     2,728,629     3,068,099     
     Stormwater utility -                   -                   523,362        599,127        523,362        599,127        
     Waste management -                   -                   1,496,843     1,420,291     1,496,843     1,420,291     
     Kaminski House museum -                   -                   285,705        287,089        285,705        287,089        
Total expenses 7,892,911     7,905,417     17,398,814   18,184,493   25,291,725   26,089,910   
Increase (decrease) in Net
     assets before transfers (160,228) 629,552 1,989,805 2,335,231 1,829,577 2,964,783     
Transfers (net) 1,587,469 1,795,780 (1,587,469)    (1,795,780)    -                   -                   
Net increase (decrease) 1,427,241 2,425,332 402,336 539,451 1,829,577 2,964,783     
Net assets - 07/01 14,404,006 15,831,247 40,109,427 40,511,763 54,513,433 56,343,010   
Adjustment to net assets -                   (108,433)       -                   (38,305)        0 (146,738)       
Net assets - 06/30 15,831,247$ 18,148,146$ 40,511,763$ 41,012,909$ 56,343,010$ 59,161,055$ 

Table 2

City of Georgetown's Changes in Net Assets
June 30, 2006 and 2007

Governmental Activities Business-Type Activities Total
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The City's total revenues exceeded expenses for the year by $2,964,783.  This addition to net assets is 
generated primarily by the business-type activities, which produced increases to net assets of $2,335,231.  
Governmental activities had a lesser impact, increasing net assets by $629,552.   
 
Governmental activities.  The cost of all governmental activities this year was $7,905,417.  However, as 
shown in the Statement of Activities on page 25 of this report, the amount that our taxpayers ultimately 
financed through City taxes was only $3,665,228 because some of the costs were paid for by those who 
directly benefited from the programs ($3,062,300) or by other governments and organizations that 
subsidized certain programs with grants and contributions ($1,058,351).  In addition, the City’s business-
type activities provide funding for programs by making cash transfers to the governmental activities each 
year.  After deducting outgoing transfers to certain business-type activities, the net “subsidy” for the current 
year totaled $1,795,780. 
 
The City paid for the remaining costs of governmental activities with other general revenues, such as 
shared revenues from state government, investment earnings, and other miscellaneous sources. 
 
Property tax revenues increased approximately $257,824 from 2006.  This increase is primarily the result of 
additions to the tax base through the recent annexation of property on the south end of the City.   
 
Expenses increased approximately $12,506.  This increase can be attributed to the additional staffing in the 
building and planning department that is required to manage the explosive growth that City is experiencing. 
 
Expenses and Program Revenues – Governmental Activities 
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Revenues by Source – Governmental Activities 
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Business-type activities.  Revenues of the City's business-type activities increased by approximately 
$1,131,105 or about 5.8% compared to the prior year, and expenses increased by approximately $785,679, 
or about 4.5%.  The increase in revenues is attributable to minor rate increases. 
 
The moderate increase in expenses of the business-type activities results in part from increased operating 
and maintenance costs in the electric utility and the water utility.   
 
Revenues generated through service charges by the City’s electric utility represent approximately 65.6% of 
total revenue recognized from service charges of all business-type activities of the City.  Electric utility 
expenses account for about 59.8% of total expenses of all business-type activities.  In addition, the electric 
utility transferred $1,697,795 to the general fund to help fund governmental activities of the City. 
 
Expenses and Program Revenues – Business-type Activities 
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Revenues by Source – Business-type Activities 
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Financial Analysis of the Government’s Funds 
 
Governmental Funds.  The focus of the City’s governmental funds is to provide information on near-term 
inflows, outflows, and balances of spendable resources.  Such information is useful in assessing the City’s 
financing requirements.  In particular, unreserved fund balance may serve as a useful measure of a 
government’s net resources available for spending at the end of the fiscal year.  
 
At the completion of the City’s fiscal year, its governmental funds (as presented in the balance sheet on 
page 26 of this report) reported a combined fund balance of $5,359,472 an increase of $1,242,299 from the 
prior year. This increase is expected due to the postponement of several pay as you go capital projects. 
 
The fund balances of other governmental funds, none of which are reported as major funds, increased in 
total by $123,407 or about 9.2%, from the prior year.  This increase is due primarily to delays in starting or 
completing the Winyah Auditorium capital project in the Local Accommodations & Hospitality Tax Fund.  
These or other expenditures will need to be budgeted from fund balance in future years rather than current 
revenues.  
 
Proprietary funds.  The City’s proprietary funds generally provide the same type of information found in 
the government-wide financial statements for business-type activities, but in more detail.  At year-end, net 
assets of the Electric Utility Fund, the Water and Wastewater Utility Fund, and the Stormwater Drainage 
Utility Fund (the City’s major enterprise funds) account for over 97% of net assets of all of the City’s 
proprietary enterprise funds combined.   Significant changes in net assets for each of these funds during 
the year ended June 30, 2007, were as follows: 
 
• The Electric Utility Fund recognized an increase in net assets of $2,340,863 before deducting transfers 

of $1,762,795.  Total net assets at the end of the year were $10,473,805 of which approximately 
$3,965,020 (38%) was invested in capital assets. 
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• The Water and Wastewater Utility Fund had an increase in net assets of $265,189 before deducting net 
transfers made to other funds of $389,999.  Total net assets at the end of the year were $20,957,185 of 
which approximately $15,551,326 (74%) was invested in capital assets, net of related debt. 

 
• The Stormwater Drainage Utility Fund had an increase in net assets of $82,860.  Total net assets at the 

end of the year were $8,487,532 of which approximately $5,120,505 (60%) was invested in capital 
assets.  

 
General Fund Budgetary Highlights 
 
The original general fund budget, as presented in this report, includes the original appropriations authorized 
by City Council just prior to the start of the fiscal year.   
 
During the year there was a $673,375 increase in appropriations between the original and the final 
amended budget.  Following are the main components of the increase: 
 
• $335,875 supplemental appropriation to the Fire department for the repair and refurbishment of 

equipment and assets related to a significant fire event, and the replacement of the fire house roof. 
 
• $113,078 supplemental appropriation allocated to the building and planning department for the addition 

of personnel and equipment to implement a GIS mapping system.  This position was originally budgeted 
in the Water Fund. 

 
At the close of the fiscal year there was a final budget variation of $45,735 for revenues.  Following are 
some of the more noteworthy variances from revenue estimates: 
 
• Business licenses were over budget by $312,310, due in part to the reopening of the City’s largest 

business, Mittal Steel formerly Georgetown Steel.   
 
Actual expenditures incurred were $1,362,502 less than appropriated. The more significant variances from 
budget are noted below: 
 
• Police expenditures were $320,310 less than budgeted due to positions that were budgeted but not filled. 
 
• Fire expenditures were $173,569 less than budgeted due to positions that were budgeted but not filled 
 
• Public Works expenditures were $169,979 less than budgeted due mostly to positions that were 

budgeted but not filled. 
 
• Nondepartmental expenditures were $371,328 less than budgeted due to grant related expenditures that 

were appropriated but not spent. 
 
Budgetary comparisons for all general fund revenue sources and functional expenditures can be found on 
pages 66-70 of this report. 
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Capital Assets and Debt Administration 
 
Capital assets.  At the end of fiscal year 2007, the City had $47 million (net of accumulated depreciation) 
invested in a broad range of capital assets. (see Table 3 below).  This amount represents a net increase 
(including additions and deductions) of about $970,708, or 2.1%. 
 

2006 2007 2006 2007 2006 2007
Land 2,362,635$   2,362,635$   220,225$      220,225$      2,582,860$   2,582,860$   

Land improvements -                   -                   203,978        214,044        203,978        214,044
Infrastructure 2,528,192     2,946,283     -                   -                   2,528,192     2,946,283
Buildings and
     Improvements 6,984,483     7,390,523     1,157,333     1,060,667     8,141,816     8,451,190
Vehicles, equipment,
     and furnishings 4,965,517     4,899,963     4,003,273     4,711,096     8,968,790     9,611,059
Electric system -                   -                   6,179,625     6,215,935     6,179,625     6,215,935
Fiber optics system -                   -                   899,454        899,454        899,454        899,454
Water system -                   -                   13,992,253   14,049,292   13,992,253   14,049,292
Wastewater system -                   -                   22,709,274   22,965,258   22,709,274   22,965,258
Stormwater system -                   -                   4,270,600     4,327,630     4,270,600     4,327,630
Other improvements 1,407,570     1,551,886     -                   -                   1,407,570     1,551,886
Sludge disposal rights -                   -                   472,047 472,047 472,047        472,047
Construction in progress 70,578          797,227        1,680,021     2,535,036     1,750,599     3,332,263
Total capital assets 18,318,975   19,948,517   55,788,083   57,670,684   74,107,058   77,619,201   
Total accumulated depreciation (5,747,954)    (6,357,362)    (22,042,792)  (23,974,819)  (27,790,746)  (30,332,181)  
Net capital assets 12,571,021$ 13,591,155$ 33,745,291$ 33,695,865$ 46,316,312$ 47,287,020$ 

Table 3

City of Georgetown's Capital Assets

June 30, 2006 and 2007

Governmental Activities Business-Type Activities Total

(net of depreciation)

This year’s major capital expenditures included: 
 
• Purchase of two new police vehicles ($69,506). 
 
• Replace roof on main fire station ($300,486). 
 
• Began the Streetscape construction on the west end of Front Street ($599,670). 
 
• Additions and upgrades to the electric distribution system needed for City expansion ($853,488). 
 
• Additions and upgrades to the water and sewer system needed for City expansion ($350,860). 
 
• Purchase of a new vacuum truck to maintain sewer lines ($229,524). 
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• Purchase of two grapple arm debris removal trucks for the sanitation department ($198,747). 
 
More detailed information about the City’s capital assets is presented in Note 5 to the financial statements. 
 
Long-term debt.  As shown in Table 4 below, the City had $9,364,877 in bonds, notes and lease 
obligations outstanding at year-end versus $9,907,942 last year, a decrease of 5.5%.  More detailed 
information about the City’s debt obligations and future debt service requirements can be found in Note 6 to 
the financial statements. 
 

2006 2007 2006 2007 2006 2007
Capital lease obligations 1,019,331$   680,977$      17,898$        210,046$      1,037,229$   891,023$      
Revenue bonds -                   -                   8,870,713     8,473,854     8,870,713     8,473,854
Total 1,019,331$   680,977$      8,888,611$   8,683,900$   9,907,942$   9,364,877$   

Governmental Activities Business-Type Activities Total

Table 4

City of Georgetown's Outstanding Debt
June 30, 2006 and 2007

 
Under current state statutes, the City can issue general obligation debt without referendum whenever the 
new debt and outstanding balances of existing debt in total do not exceed 8% of taxable assessed values 
on property located within the city limits.  As of June 30, 2007, the amount of new general obligation debt 
that could be issued without referendum was $2,961,748. General obligation debt issued pursuant to 
referendum is not subject to the statute limitation. 
 
Economic Factors and Next Year’s Budgets and Rates 
 
The City's elected and appointed officials considered many factors when setting the fiscal year 2008 
budget, tax rates, and fees that will be charged for business-type activities.  Some of the factors considered 
were the national and local economy, tourism trends, population growth rates both in the City and in the 
County, and trend data regarding growth in property tax base and permits and licenses issued.  Analysis of 
these factors resulted in projections for the new year that reflect some revenue growth. 
 
At year-end, amounts available in the General Fund for future appropriation are $3,649,674; however, of 
this amount the City maintains, by policy, a cushion of $1,100,000 for emergencies and contingencies.  
This leaves only $2,549,674 in undesignated, unreserved fund balance at year-end.  The City has strictly 
managed its activities over the last several years in order to increase fund balance to the current level.   
With limited potential for revenue growth in the near-term, a budget for fiscal year 2008 was prepared 
cautiously and with the recognition that realization of revenue estimates and containment of expenditures 
will be particularly important.  Some of the measures taken to balance the general fund budget for the new 
year include: 
 
• Funding for acquisition of capital assets was held to a minimum. 
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• Budget requests for operations and maintenance needs were thoroughly reviewed to find areas where 
savings could be realized. 

 
• A small millage rate increase of 2.62 mills or 3.2% (based upon the CPI increase) was adopted to avoid 

increased charges for services in the general fund. 
 
As for the City’s business-type activities, there were two rate increases for fiscal year 2008.  These 
increases were necessary in part to fund ongoing operational needs.  They are as follows: 
 
• Water 50% increase in per thousand gallons usage charge for out-of-City users 
• Wastewater 100% increase in per thousand gallons usage charge for out-of-City users 
 
Requests for Information 
 
This financial report is designed to provide a general overview of the City of Georgetown’s finances for all 
those with an interest in the government’s finances.  Questions concerning any of the information provided 
in this report or requests for additional financial information should be addressed to the Office of the 
Finance Director, 120 North Fraser Street, City of Georgetown, SC, 29440. 
 
 
 
 
 
 
 
 
 
 
 
 
 

22




