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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
October 2012

Dear Town Offi cials:

A top priority of the Offi ce of the State Comptroller is to help local government offi cials manage 
government resources effi ciently and effectively and, by so doing, provide accountability for tax 
dollars spent to support government operations. The Comptroller oversees the fi scal affairs of local 
governments statewide, as well as compliance with relevant statutes and observance of good business 
practices. This fi scal oversight is accomplished, in part, through our audits, which identify opportunities 
for improving operations and Town Board governance. Audits also can identify strategies to reduce 
costs and to strengthen controls intended to safeguard local government assets.

Following is a report of our audit of the Town of Lancaster, entitled Financial Management. This audit 
was conducted pursuant to Article V, Section 1 of the State Constitution and the State Comptroller’s 
authority as set forth in Article 3 of the General Municipal Law. 

This audit’s results and recommendations are resources for local government offi cials to use in 
effectively managing operations and in meeting the expectations of their constituents. If you have 
questions about this report, please feel free to contact the local regional offi ce for your county, as listed 
at the end of this report

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government
and School Accountability

State of New York
Offi ce of the State Comptroller
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Background

Introduction

Objective

The Town of Lancaster (Town) is located in Erie County (County) 
and has a population of approximately 41,600 residents. The Village 
of Lancaster and a portion of the Village of Depew are located within 
the Town’s boundaries. An elected fi ve-member Town Board (Board), 
presided by the Town Supervisor (Supervisor), is the legislative body 
responsible for overseeing the Town’s operations and fi nances. It is 
responsible for the general management and control of the Town’s 
fi nancial affairs and has the authority to levy taxes on real property 
located within the Town and to issue debt. 

The Town provides various services to its residents, including street 
maintenance, snow plowing, garbage collection, police and fi re 
protection, recreation services, and general government support.  The 
2012 Town budget totaled approximately $30.2 million for all funds, 
including special districts. Town expenditures are funded by property 
taxes, sales taxes, State aid, user charges, and miscellaneous fees. 

The Town’s fi re protection district, which covers a geographic area 
of the Town outside of the two villages (referred to as town-outside-
village), includes four fi re companies that the Town contracts with 
to provide fi re protection services. The contractual costs are funded 
by real property taxes levied on property owners within the fi re 
protection district.  

The objective of our audit was to determine if the Town protected 
the taxpayers’ interests and exercised due diligence concerning the 
acquisition of a building and the Town’s fi re protection agreements.  
Our audit addressed the following related question:

• Did the Board adequately protect taxpayers’ interests when it 
acquired a building and contracted for fi re protection services?

We reviewed the events and pertinent documentation relative to the 
acquisition of a warehouse building in 2003, and the Town’s fi scal 
responsibility over its fi re protection agreements for the period January 
1, 2006 through May 18, 2012.  To obtain historical information 
related to the Town’s facility planning, we reviewed documents from 
a building study conducted in 1995 and subsequent reports through 
1997.

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on such 
standards and the methodology used in performing this audit are 
included in Appendix C of this report.

Scope and
Methodology
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Comments of
Local Offi cials and
Corrective Action

The results of our audit and recommendations have been discussed 
with Town offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report. Town offi cials 
disagreed with some of our fi ndings and recommendations. Appendix 
B contains our comments on issues raised in the Town’s response.

The Board has the responsibility to initiate corrective action. A 
written corrective action plan (CAP) that addresses the fi ndings and 
recommendations in this report should be prepared and forwarded 
to our offi ce within 90 days, pursuant to Section 35 of the General 
Municipal Law. For more information on preparing and fi ling your 
CAP, please refer to our brochure, Responding to an OSC Audit 
Report, which you received with the draft audit report. We encourage 
the Board to make this plan available for public review in the Town 
Clerk’s offi ce. 
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Financial Management

As stewards of public funds, the Board is responsible for making 
decisions that are in the best interests of the Town and the taxpayers 
it serves. This responsibility requires the Board to exercise due 
diligence when considering signifi cant fi nancial commitments such as 
property acquisitions and contracts for Town services. Accordingly, 
the Board must balance the level of services desired and expected by 
Town residents with the ability and willingness of the residents to pay 
for such services. Careful planning prior to committing Town funds 
for a proposed project is an essential step that includes identifying 
the requirements of the project, evaluating possible options, and 
estimating the potential costs. Failure to follow a thorough planning 
process may ultimately be more costly when decisions are made 
based on inadequate analysis.   

Town offi cials did not exercise due diligence when they purchased 
a warehouse building in 2003.  As a result, the Town invested 
approximately $2.5 million in a building that it no longer intends 
to use and, along with the County and the Lancaster Central School 
District, lost approximately $440,000 in property tax revenue.  We 
also found that offi cials did not properly protect the interests of 
taxpayers when they entered into fi re protection agreements for 
the 2006 through 2010 fi scal years. Consequently, the Town likely 
provided more compensation than necessary to four fi re companies.  

When contemplating any capital project to be funded with public 
moneys, it is critical to fi rst identify its scope by evaluating space 
and functionality requirements and identifying available properties 
that would satisfy those requirements. Additionally, Town offi cials 
must establish the extent and cost of any necessary repairs and/or 
renovations, and ensure that the price to be paid for the property is 
fair based on market conditions. To determine the current market 
value of real estate, the Board should obtain at least one independent 
real property appraisal. Such an analysis would allow the Board to 
compare various options and the associated costs prior to making a 
fi nal decision.  

On April 9, 2003 the former Supervisor,1 with Board approval, 
executed an agreement for the purchase of a 77,000-square-foot 
commercial warehouse building at a cost of $1.6 million. The intent 
was to renovate this building for use by the Town’s courts and Police 

____________________
1 The former Supervisor served in that position for 16 years, from January 1, 1996 
to December 31, 2011.

Building Acquisition
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Department, which had recently absorbed the Village of Lancaster’s 
Police Department. The majority of the 40-year-old building was 
open warehouse space, and the front portion contained offi ce facilities 
available for immediate use. The former Supervisor stated that the 
property appeared to have excellent potential and was located on a 
main road near the center of the Town. Sales information indicates 
that it had been on the market for approximately one year prior to the 
Town’s purchase.  

The Board did not obtain a professional appraisal to establish the 
value of this property or determine if the structure would be suitable 
to be renovated for use by the police and courts. In addition, the Board 
did not identify and evaluate other possible building options for the 
Town’s current needs prior to purchasing this building. (The Town 
did hire a consultant in 1995 to prepare a building needs assessment, 
but did not act on that report.) 

The Board also did not seek a feasibility study to identify alternative 
building options and the associated costs until over a month after 
committing to the purchase of the warehouse property.  In addition, 
the results of this study were not available to the Board until after 
the deadline to terminate the purchase agreement2 had expired. 
This feasibility study, completed in July 2003 by an independent 
consultant, presented four options for the Board to consider: a new 
building, two renovation scenarios of the former Village of Lancaster 
police building, and renovation of the warehouse building. Because 
the Board had already signed a purchase contract for the warehouse 
building three months earlier, the alternatives presented in this study 
were not considered. Therefore, this feasibility study provided little if 
any decision-making value. 

In January 2004, the Town contracted for a schematic design study3  

to provide a detailed analysis of the court/police facility renovation. 
This study estimated that the cost for renovating the warehouse 
building had increased from $8.5 million to $11.4 million, including 
the purchase price of $1.6 million, from the time that the feasibility 
study was completed the previous year.  A Town offi cial told us that 
this amount was much greater than the Board had expected. As a 
result of these unanticipated increases in construction costs and a 
lawsuit brought against the Board,4 the Town delayed this project for 
the next six years.  
____________________
2 The contract states that the purchaser may terminate the contract on or before June 
17, 2003 pursuant to certain stipulations.    
3 The schematic design study was contracted with the same consultant who 
completed the feasibility study. 
4 Several residents sued the Board in October 2003 for the cost of the feasibility 
study, contending that it was a waste of taxpayer money.  This suit was dismissed 
in July 2006.
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In June 2010, the Town hired an architectural fi rm to plan and design 
the renovation of the warehouse building. The architect stated that 
signifi cant changes in the State’s building codes, effective January 
2011, would require costly modifi cations and upgrades to the 
property’s foundation, structure, and utility services, again increasing 
the cost of renovation. As a result, the Board no longer considered the 
property a cost-effective option. In early 2011 the Board abandoned 
plans to renovate the warehouse building purchased in 2003 in favor 
of constructing a new 27,000-square-foot building, and converting an 
existing garage to a shooting range, on property owned by the Town 
and adjacent to the current police and courts facility.5   

Although the offi ce space was used by detective staff and the 
warehouse for miscellaneous vehicle and equipment storage, the 
building has never been fully utilized by the Town. As a result, the 
Town invested approximately $2.5 million6 in a property that is 
no longer a viable option. Included in these costs is approximately 
$500,000 in bond interest payments.7  Moreover, when the Town 
acquired the property in 2003, as public property it became exempt 
from real property taxes.8 As a result, since 2003, the Town, County, 
and Lancaster Central School District lost more than $440,000 in tax 
revenue that had to be generated from the remaining tax base.  Town 
offi cials have indicated that they intend to sell this property.

Because Town offi cials did not thoroughly evaluate the suitability, 
condition, and market value of the warehouse building or properly 
investigate alternative options before purchasing it, taxpayer money9  

was likely wasted. 

When a municipality contracts with fi re companies to provide fi re 
protection services, it is the responsibility of the local offi cials to 
ensure that the amount of funding to be paid to the fi re companies is 
fi scally responsible to the taxpayers. An important part of this process 
is the review of each fi re company’s annual budget, as well as fi nancial 
records and reports, to ensure that only the necessary amount of real 
property taxes will be raised to fund fi re protection services. 

Fire Protection Contracts

____________________
5 This is the same location recommended as an option in the 1996 building 
needs assessment for constructing a new police and courts facility, as shown in 
architectural drawings dated April 17, 1996. 
6 This includes the cost of the building, bond interest, and engineering studies and 
designs.
7 Bond interest is payable on an annual basis and the interest due in 2012 is $47,300.
8 In 2002, the last year taxes were paid by this property, it generated $44,326 in total 
tax revenue for the Town, County, and Lancaster Central School District.
9 The Town spent $2.5 million on the property, including the cost of the building, 
bond interest, and engineering studies and designs. The actual return on this 
purchase will be determined when the property is fi nally sold. 
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The Town contracts with the Bowmansville, Twin District, Town Line, 
and Millgrove volunteer fi re companies to provide fi re protection 
services in the Town.10  All four of the Town’s fi re protection contracts 
contain provisions for Town offi cials to review the fi re company’s 
fi nancial records. In addition, the contract in effect through the 2011 
fi scal year end required the fi re companies to provide the Town a copy 
of their audited fi nancial statements within 120 days of the close of 
their fi scal year end. For the most recent agreement, effective through 
fi scal year 2013, this period has increased to 180 days.  

Town offi cials did not regularly exercise their contractually provided 
access to fi re company budgets or fi nancial records and did not ensure 
that the amount of real property taxes provided to each fi re company 
was appropriate and necessary. Town offi cials told us that they rarely 
requested budgets and did not periodically review the fi re companies’ 
fi nancial records.  In addition, the fi re companies did not always 
provide fi nancial statements as required by contract.  We requested, 
from the Town, the most recent fi nancial statements11 for each of 
the four fi re companies. Town offi cials could initially provide 2010 
statements for only one of the companies, and obtained the statements 
for the other three companies at our request.  

As shown in Table 1, the amount of real property taxes levied to fund 
the amounts due to the fi re companies, pursuant to the fi re protection 
contracts, increased by approximately 4 percent each year from 2007 
through 2010. However, fi re company fi nancial statements show that 
the fi re companies were accumulating a substantial amount of cash 
during the same period.12  Since 2007, the fi re companies have not 
needed all of the real property taxes levied by the Town. This enabled 
them to increase their cash and cash equivalent balances by over 
$1.9 million (from a reported $3,096,306 at December 31, 2006 to 
$5,028,081 at December 31, 2010). While a certain amount of cash 
should be retained for emergencies and contingencies, this level of 
cash reserves is excessive relative to the amount of property taxes 
levied. For example, in 2010, approximately a third of the moneys 
provided to the fi re companies was not needed for 2010 expenditures 
but, rather, was added to savings.  

____________________
10 Fire protection agreements were signed on April 2, 2007 for the fi ve-year 
period January 1, 2007 through December 31, 2011.  The subsequent agreements 
were signed on March 20, 2012 for the two-year period January 1, 2012 through 
December 31, 2013.
11 The 2010 fi scal year was the most recent for which statements should have been 
available during our fi eldwork. These statements should have been provided to the 
Town by May 1, 2011.
12 As of December 31, 2010, the fi re companies’ balances of cash and cash-equivalent 
investments totaled $1.7 million for Bowmansville, $1.1 million for Twin District, 
$1.8 million for Town Line, and $430,000 for Millgrove.
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Table 1: Fire Companies – Tax Levies and Cash Balances
Town Tax Levy for Fire Protection
 Paid to the Four Fire Companies

Cash Balances of the 
Four Fire Companies

Fiscal 
Year 
End

Real 
Property 
Tax Levy

Increase 
From 

Prior Year
Percent 
Increase

Year-End Balance 
of Cash and Cash 

Equivalentsa

Increase/
(Decrease) in 
Cash Assets

2007 $2,583,589 $141,744 5.8% $3,827,824 $731,519 
2008 $2,689,721 $106,132 4.1% $4,684,419 $856,595 
2009 $2,794,552 $104,831 3.9% $4,078,731 ($605,688) 
2010 $2,906,335 $111,783 4.0% $5,028,081 $949,350 

a Bank accounts, money market accounts, and investments. These totals do not include non-
cash assets such as the value of property or equipment. 

In 2011, the Town paid a total of $3,011,362 to the fi re companies for 
fi re protection services. While this represents an increase from 2010, 
the most recent contract (for the 2012 and 2013 fi scal years) does 
not increase funding to the fi re companies over the 2011 amounts. 
Negotiations for the next fi re protection contracts are expected to 
begin in 2013. 

By not exercising the contractual provision for reviewing the fi re 
companies’ budgets and fi nancial statements, Town offi cials did not 
have the information they needed to determine appropriate levels of 
Town funding and to negotiate contracts accordingly. As a result, the 
fi re companies retained excessive cash reserves over the past four 
fi scal years, and the Town has not fulfi lled its fi duciary responsibility 
to levy only the amount of real property taxes necessary to meet the 
public’s need for services.

1. The Board should develop policies and procedures that require 
specifi c planning steps to be followed prior to initiating signifi cant 
capital projects and follow these procedures for the construction 
of the new building and conversion of the existing garage. 

2. With the decision to sell the warehouse property, the Board should 
exercise due diligence in ensuring that the sales terms are in the 
best interest of Town taxpayers.

3. The Board should annually review the fi re companies’ budgets and 
fi nancial statements to be in a better position to negotiate contracts 
that are more fi scally responsible to the Town’s taxpayers. 

Recommendations
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The local offi cials’ response to this audit can be found on the following pages.  
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 See
 Note 1
 Page 15

 See
 Note 5
 Page 15

 See
 Note 4
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 Note 3
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 Page 15
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 See
 Note 6
 Page 15
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APPENDIX B

OSC COMMENTS ON THE TOWN’S RESPONSE

Note 1 

The feasibility study, dated July 2003, appeared to compare the four options using the square footage 
of the Colecraft Building (77,000 square feet) as the basis, which affected the costs for the other 
three options (a new building and two renovation scenarios of the former Village of Lancaster police 
building). The police/court facility currently proposed will be approximately 27,000 square feet.

Note 2 

A decision rendered by the New York State Supreme Court dismissed this lawsuit as of July 7, 2006.

Note 3 

Because the Town did not proceed with the renovation of this building, the $350,000 grant expired in 
March 2012 and was never used.
 
Note 4  

The architect in charge of the current project told us that these building code changes took effect 
December 27, 2010, long after the lawsuit had been dismissed.

Note 5 

We revised our report to clarify the issue.
 
Note 6 

Fire protection agreements dated January 1, 2007 through December 31, 2011 included language 
that allowed Town offi cials to review “all fi rematic fi nancial books and related records” on an annual 
basis. Therefore, access to fi re company records was available prior to the current contract agreement 
effective January 1, 2012.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

Our overall goal was to assess the adequacy of the internal controls put in place by offi cials to safeguard 
Town assets. To accomplish this, we performed an initial assessment of the internal controls so that we 
could design our audit to focus on those areas most at risk. Our initial assessment included evaluations 
of the following areas: fi nancial condition, building acquisition, fi re protection agreements, claims 
processing and procurement, cash receipts, and fuel use.

During the initial assessment, we interviewed appropriate Town offi cials, performed limited tests of 
transactions and reviewed pertinent documents, such as Town policies, Board minutes, and fi nancial 
records and reports.  After reviewing the information gathered during our initial assessment, we 
determined where weaknesses existed, and evaluated those weaknesses for the risk of potential 
fraud, theft, and/or professional misconduct. We then decided on the reported objective and scope by 
selecting for audit those areas most at risk. We selected the acquisition of a building and fi re protection 
agreements for further testing. 

To accomplish the objective of the audit and obtain valid audit evidence, our procedures included the 
following steps:

• We reviewed documents from a building study conducted in 1995 and subsequent reports up 
until 1997.

• We reviewed all available records concerning the purchase of the warehouse building, including:

o Letter of intent 
o Purchase contract 
o Visual assessment report
o Feasibility study
o Building purchase closing documents
o Schematic design report
o Second evaluation of the schematic design
o Court decision on a lawsuit
o Grant documents
o Architectural and engineering services contract.

• We reviewed news articles and other miscellaneous accounts concerning the purchase and 
renovation of the warehouse building. 

• We reviewed claim vouchers for costs associated with the building purchase and renovation 
process.

• We reviewed property tax history from 2002 to 2012 for the warehouse property and calculated 
the revenue that was lost once the property was purchased by the Town.
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• We reviewed bond payments made by the Town and calculated the interest amount from 2004 
to 2012.

• We reviewed the fi nancial statements from the last fi ve completed fi scal years (2006 through 
2010) for the four fi re companies that the Town contracts with for fi re protection services.

 
• We reviewed the annual budgets for the last fi ve fi scal years from three of the four fi re 

companies.  Offi cials from one of the fi re companies stated that they do not prepare budgets. 

• We reviewed vendor history reports for the 2011 fi scal year for the four fi re companies that the 
Town contracts with for fi re protection services.  

• We reviewed Board minutes from 2003 through the end of our audit period pertaining to the 
audit objectives. 

• We spoke with Town offi cials, fi re company offi cials, and other representatives regarding the 
audit objectives.

We conducted this performance audit in accordance with generally accepted government auditing 
standards (GAGAS). Those standards require that we plan and perform the audit to obtain suffi cient, 
appropriate evidence to provide a reasonable basis for our fi ndings and conclusions based on our audit 
objective. We believe that the evidence obtained provides a reasonable basis for our fi ndings and 
conclusions based on our audit objective.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/

To obtain copies of this report, write or visit our web page: 
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APPENDIX E
OFFICE OF THE STATE COMPTROLLER

DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY
Andrew A. SanFilippo, Executive Deputy Comptroller

Steven J. Hancox, Deputy Comptroller
Nathaalie N. Carey, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING

BINGHAMTON REGIONAL OFFICE
H. Todd Eames, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building - Suite 1702
44 Hawley Street
Binghamton, New York  13901-4417
(607) 721-8306  Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us

Serving: Broome, Chenango, Cortland, Delaware,
Otsego, Schoharie, Sullivan, Tioga, Tompkins Counties

BUFFALO REGIONAL OFFICE
Robert Meller, Chief Examiner
Offi ce of the State Comptroller
295 Main Street, Suite 1032
Buffalo, New York  14203-2510
(716) 847-3647  Fax (716) 847-3643
Email: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming Counties

GLENS FALLS REGIONAL OFFICE
Jeffrey P. Leonard, Chief Examiner
Offi ce of the State Comptroller
One Broad Street Plaza
Glens Falls, New York   12801-4396
(518) 793-0057  Fax (518) 793-5797
Email: Muni-GlensFalls@osc.state.ny.us

Serving: Albany, Clinton, Essex, Franklin, 
Fulton, Hamilton, Montgomery, Rensselaer, 
Saratoga, Schenectady, Warren, Washington Counties

HAUPPAUGE REGIONAL OFFICE
Ira McCracken, Chief Examiner
Offi ce of the State Comptroller
NYS Offi ce Building, Room 3A10
Veterans Memorial Highway
Hauppauge, New York  11788-5533
(631) 952-6534  Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau and Suffolk Counties

NEWBURGH REGIONAL OFFICE
Christopher Ellis, Chief Examiner
Offi ce of the State Comptroller
33 Airport Center Drive, Suite 103
New Windsor, New York  12553-4725
(845) 567-0858  Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us

Serving: Columbia, Dutchess, Greene, Orange, 
Putnam, Rockland, Ulster, Westchester Counties

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Offi ce of the State Comptroller
The Powers Building
16 West Main Street – Suite 522
Rochester, New York   14614-1608
(585) 454-2460  Fax (585) 454-3545
Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe,
Ontario, Schuyler, Seneca, Steuben, Wayne, Yates Counties

SYRACUSE REGIONAL OFFICE
Rebecca Wilcox, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building, Room 409
333 E. Washington Street
Syracuse, New York  13202-1428
(315) 428-4192  Fax (315) 426-2119
Email:  Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence Counties
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