Carson City Visitors Bureau
Agenda Report

Date Submitted: 11/08/17 Agenda Date Requested: 11/14/17
Time Requested: 15 Minutes

To: Carson City Visitors Bureau - Board of Directors
From: Chris Kipp, Operations Manager

Subject Title: Action to approve the FY17 Annual Audit Report

Staff Summary: The FY17 audit report for the CCCTA (fka CCVB) will be provided by
Kohn & Company, LLP.

Type of Action Requested:

( ) Resolution ( ) Ordinance
(_xx_) Formal Action/Motion (__) Other (Specify) Presentation Only
Recommended Board Action: I move to approve the Carson City Culture & Tourism

Authority’s audit report for FY17.
Applicable Statute, Code, Policy, Rule or Regulation: n/a
Fiscal Impact: n/a
Explanation of Impact: n/a
Funding Source: n/a
Supporting Material: FY17 CCCTA (fka CCVB) Independent Audit Report (Kohn & Company LLP)

Prepared By: Chris Kipp, Operations Manager
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CARSON CITY CULTURE AND TOURISM AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

NOTE 7 -

PENSIONS (Continued)

Actuarial Assumptions

The System's net pension liability was measured as of June 30, 2016, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that date. The total pension
liability was determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Inflation rate 3.50%

Payroll growth 5.00%, including inflation

Investment rate of return 8.00%

Productivity pay increase 0.75%

Projected salary increases Regular: 4.60% to 9.75%, depending on service
Rates include inflation and productivity increases

Consumer Price Index 3.50%

Other assumptions Same as those used in the June 30, 2015 funding actuarial
valuation

Actuarial assumptions used in the June 30, 2016 valuation were based on the results of the experience
review completed in 2015. The discount rate used to measure the total pension liability was 8.00% as of
June 30, 2016 and June 30, 2015. The projection of cash flows used to determine the discount rate
assumed that employee and employer contributions will be made at the rate specified in statute. Based on
that assumption, the pension plan’s fiduciary net position at June 30, 2016, was projected to be available to
make all projected future benefit payments of current active and inactive employees. Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability as of June 30, 2016 and June 30, 2015.

Investment Policy

The System's policies which determine the investment portfolio target asset allocation are established by the
PERS Retirement Board. The asset allocation is reviewed annually and is designed to meet the future risk
and return needs of the System. The following was the PERS Retirement Board adopted policy target asset
allocation as of June 30, 2016:

Long-Term
Geometric
Expected
Target Real Rate of
AssetClass Allocation Return *
Domestic Equity 42% 5.50%
International Equity 18% 5.75%
Domestic Fixed Income 30% 0.25%
Private Markets 10% 6.80%

*As of June 30, 2016, PERS' long-term inflation assumption was 3.5%.

Discount Rate and Pension Liability Discount Rate Sensitivity

The following presents the net pension liability of the PERS as of June 30, 2016, calculated using the
discount rate of 8.00%, as well as what the PERS net pension liability would be if it were calculated using a
discount rate that is 1 percentage-point lower (7.00%) or 1 percentage-point higher (9.00%) than the current
discount rate:
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CARSON CITY CULTURE AND TOURISM AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

NOTE 7 -

NOTE 8 -

PENSIONS (Continued)
1% Decrease in 1% Increase in
Discount Rate Discount Rate Discount Rate
(7.00%) (8.00%) (9.00%)
Net Pension Liability $ 654,776 $ 537,706 $ 226,761

Pension Plan Fiduciary Net Position

Additional information supporting the Schedule of Employer Allocations and the Schedule of Pension
Amounts by Employer is located in the PERS Comprehensive Annual Financial Report (CAFR) available on
the PER's website at www.nvpers.org under Quick Links — Publications.

POST EMPLOYMENT RETIREMENT OBLIGATION

Plan Description and Eligibility

The Authority modified its personnel policy to include a post-employment insurance retirement benefits for
eligible employees. The Authority’s personal policy provides medical, dental, vision, and life insurance for
retirees. Eligibility and subsidy requirements are governed by the policy which was revised effective July 1,
2017. Since this change in policy has an impact on the liabilities as reflected in the accompany government-
wide financial statements, the liability has been recorded as of June 30, 2017. The policy requires the
Authority to pay the insurance premiums at varying percentages for the retiree, spouse and dependents
based upon the number of years of service at time of retirement. Subsidies are paid at a reduced rate once
the retiree, spouse or dependent reaches the Medicare age.

Funding Policy

The subsidy is paid on the pay-as-you-go basis. Contribution requirements for plan members are assessed
annually by the insurance held. For the year ended June 30, 2017, the Authority did not have any
contributions to the plan.

Annual OPEB Cost and Net OPEB Obligation

The accounting principles allow a small employer, like the Authority, to calculate the post-employment
retirement obligation using the alternative measurement method. The alternative measurement method is a
simplification of certain assumptions as an alternative to actuarial calculations as a means to measure the
actuarial accrued liabilities and the annual required contribution (ARC). The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal cost each year and to amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years. The following table
reflects the components of the Authority’s annual OPEB cost for the year, the amount actually contributed to
the plan, and the changes in the Authority’s net OPEB obligation.

2017
Annual required contribution $ 289,842
Adjustment to annual required contribution -
Annual OPEB cost (expense) 289,842
Contribution made -
Increase in net OPEB obligation 289,842
Net OPEB obligation, beginning of year -
Net OPEB obligation, end of year $ 289842
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CARSON CITY CULTURE AND TOURISM AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

NOTE 8 -

NOTE 9 -

NOTE 10 -

NOTE 11 -

POST EMPLOYMENT RETIREMENT OBLIGATION (Continued)

Funded Status and Funding Progress

The Authority operates on a pay-as-you-go basis. The projection of future benefit payments for this involves
estimates of reported amounts and assumptions about the probability of events far into the future. Examples
include assumptions about mortality and the health care trend. Amounts determined regarding the funding
status of the plan and the annual required contributions are subject to continual revision as actual results are
compared with past expectations and new estimates are made about the future.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and plan members) and include the types of benefits provided at the time of
each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with
the long-term perspective of the calculations.

The Authority utilized the actuarial valuation method of Unit Credit Cost Method. The actuarial assumptions
included the following assumptions:

Three percent investment rate of return (net of administrative expenses).
Mortality — Life expectancies are based on mortality tables from the Social Security Administration.
Healthcare cost trend rate — The expected increase in healthcare insurance premiums was based
on the projections of the Office of the Actuary at the Centers for Medicare & Medicaid Services.

* Health insurance premiums — 2017 health insurance premiums were used as a basis for calculation
of the present value of total benefits to be paid.

¢ |Inflation rate — An inflation rate of 3% was used.

CONCENTRATIONS

The Authority received approximately 65% of its transient lodging tax revenue from five properties in Carson
City. Should these properties experience a significant decrease in occupancy, it could have a material effect
on the Authority.

RISK MANAGEMENT

The Authority, like all government entities, is exposed to various risks of loss related to torts; thefts of,
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.
These risks are covered by commercial insurance purchased from independent third parties. Settled claims
resulting from these risks have not exceeded commercial insurance coverage in any of the past three fiscal
years.

SUBSEQUENT EVENT

As discussed in Note 8, the Authority modified its personnel policies to include post-employment insurance
retirement benefits for eligible employees. Accordingly, a liability of $289,843 is included in the statement of
financial position for the Authority’s estimated post-employment benefit obligation at June 30, 2017.

On October 13, 2017, the Executive Director of the Authority retired and entered into an agreement with the
Authority to perform consulting relating to directorship services and a transition plan for a new Executive
Director. The contract is for a one year period with successive one year renewal options. The contract calls
for monthly payments based on an hourly rate of $63.
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REQUIRED SUPPLEMENTARY INFORMATION AND OTHER SUPPLEMENTARY INFORMATION
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CARSON CITY CULTURE AND TOURISM AUTHORITY
STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL -
GENERAL FUND - DEPARTMENT OF TAXATION FORMAT
FOR THE YEAR ENDED JUNE 30, 2017
(WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED JUNE 30, 2016)

2017 2016
Budgeted Amounts
Original Final Actual Variance Actual
REVENUE
Room tax $ 1,336,842 1,562,665 $ 1,566,319 $ 3,654 $ 874,034
Sales - - 12,877 12,877 33,658
Intergovernmental 32,500 25,000 25,650 650 33,433
Miscellaneous 35,558 19,915 6,044 (13,871) 8,847
Interest - - 6,910 6,910 4,009
Total revenue 1,404,900 1,607,580 1,617,800 10,220 953,981
EXPENDITURES
Current
General government
Salaries 185,729 185,729 191,181 (5,452) 198,853
Benefits 87,832 87,832 93,324 (5,492) 100,499
Services and supplies 107,039 130,591 118,736 11,855 94,324
380,600 404,152 403,241 911 393,676
Culture and recreation
Salaries 203,620 192,536 183,935 8,601 101,765
Benefits 116,161 116,857 95,595 21,262 29,316
Services and supplies 566,973 719,056 508,649 210,407 377,927
Capital outlay - - - - 2,173
886,754 1,028,449 788,179 240,270 511,181
Intergovernmental 134,808 205,088 187,246 17,842 120,611
Total expenditures 1,402,162 1,637,689 1,378,666 259,023 1,025,468
Excess (deficiency) of revenue
over (under) expenditures 2,738 (30,109) 239,134 269,243 (71,487)
OTHER FINANCING SOURCES (USES) .
Transfer in - - - B 105,195
Change in fund balances 2,738 (30,109) 239,134 269,243 33,708
FUND BALANCE, July 1 430,058 540,716 574,424 33,708 540,716
FUND BALANCE, June 30 $ 432,796 $ 510,607 $ 813,558 $ 302,951 $ 574,424

See accompanying notes
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CARSON CITY CULTURE AND TOURISM AUTHORITY
SUPPLEMENTARY PENSION INFORMATION
FOR THE YEAR ENDED JUNE 30, 2017

Authority’s portion of the net pension liability (asset)

Proportionate share of the net pension liability (asset)

Covered-employee payroll

Proportionate share of the net pension liability (asset)
as a percentage of its covered-employee payroll

Plan fiduciary net position as a percentage of

total pension liability

Contractually required contribution
Contributions in relation to the contractually

required contribution

Authority's covered-employee payroll

Contributions as a percentage of covered-employee payroll

June 30, 2016

June 30, 2015

June 30, 2014

0.00404% 0.00386% 0.00327%
537,706 $ 435743 § 340,878
244801 $ 231,212 § 192,392
219.65% 188.46% 177.18%
72.20% 75.10% 76.30%

2017 2016 2015
104,988 $ 68,544 $ 59,537
(104,988) (68,544) (59,537)

2017 2016 2015
374,957 $ 244,801 $ 231,212
28.00% 28.00% 25.75%

Note: Only three years of information is available due to the reporting changes with GASB 68 for fiscal year 2015.

See accompanying notes
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CARSON CITY CULTURE AND TOURISM AUTHORITY

STATEMENT OF REVENUE, EXPENDITURES

AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL -

CAPITAL PROJECTS FUND
FOR THE YEAR ENDED JUNE 30, 2017

(WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED JUNE 30, 2016)

REVENUE
Transient lodging tax
Investment income
Total revenue

EXPENDITURES
Intergovernmental

Excess (deficiency) of revenue
over (under) expenditures

FUND BALANCE, July 1
FUND BALANCE, June 30

2017 2016
Budgeted Amounts

Original Final Actual Variance Actual

$ 359487 § 372849 $§ 368,052 § (4,797) $ 321,432
520 2,000 1,253 (747) 324

360,007 374,849 369,305 (5,544) 321,756
321,328 347,655 347,655 - 323,455
38,679 27,194 21,650 (5,544) (1,699)
104,509 14,230 104,230 90,000 105,929

$ 143188 $ 41424 $ 125880 $ 84,456 $ 104,230

See accompanying notes
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CARSON CITY CULTURE AND TOURISM AUTHORITY
STATEMENT OF REVENUE, EXPENDITURES

AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL -

V & T CAPITAL PROJECTS FUND
FOR THE YEAR ENDED JUNE 30, 2017

(WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED JUNE 30, 2016)

REVENUE
Transient lodging tax
Investment income
Total revenue

EXPENDITURES
Intergovernmental

Excess (deficiency) of revenue
over (under) expenditures

OTHER FINANCING USES
Transfer out
Change in fund balance

FUND BALANCE, July 1
FUND BALANCE, June 30

2017 2016
Budgeted Amounts
Original Final Actual Variance Actual
$ - $ = $ * - 321,432
983 4,000 6,804 2,804 7,675
983 4,000 6,804 2,804 329,107
i = - - 125,000
983 4,000 6,804 2,804 204,107
- - - - {105,195)
983 4,000 6,804 2,804 98,912
467,678 567,607 565,607 2,000 466,695
$ 468661 $ 571,607 $ 572,411 4,804

See accompanying notes
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REPORTS ON INTERNAL CONTROL AND COMPLIANCE
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Kohn & Company..

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
Carson City Culture and Tourism Authority

We have audited, 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, the financial statements of the governmental activities and the fund information of Carson City Culture
and Tourism Authority (Authority), as of and for the year ended June 30, 2017, and the related notes to the financial
statements, which collectively comprise Carson City Culture and Tourism’s basic financial statements, and have issued
our report thereon dated November 2, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Carson City Culture and Tourism’s
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Authority’s internal control. Accordingly, we do not express an opinion
on the effectiveness of the Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely
basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of intemal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies.
Given these limitations, during our audit we did not identify any deficiencies in internal control that-we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Carson City Culture and Tourism’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit,
and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the entity’s intemal control or on compliance. This
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
entity's internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Reno, Nevada

November 2, 2017

5310 Kietzke Lane, Suite 101, Reno, Nevada 89511 - 775-828-7300 - Fax: 775-828-7305
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Kohn & Company..

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH NEVADA REVISED STATUTES BASED ON
AN AUDIT OF FINANCIAL STATEMENTS

To the Board of Directors of
Culture and Tourism Authority

We have audited the financial statements of the governmental activities and major funds of the Carson City Culture and
Tourism Authority (Authority) as of and for the year ended June 30, 2017, and have issued our report thereon dated
November 2, 2017. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance with Nevada Revised Statutes (NRS) and regulations applicable to Carson City Culture and Tourism
Authority is the responsibility of management. As part of obtaining reasonable assurance about whether the Authority’s
financial statements are free of material misstatements, we performed tests of its compliance with certain provision of
NRS and the Nevada Administrative Code, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those prowsmns was not
an objective of our audit and, accordingly, we do not express such an opinion.

In connection with our audit, except for actual expenditures exceeding appropriations for the general fund and capital
project fund, nothing came to our attention that caused us to believe that the Authority had not complied in all material
respects with NRS 354, including:

(a) Use of funds established

(b) Use of generally accepted accounting principles

(c) Limitations on reserves ,

(d) Recording sources of revenue and transfers available

(e) Statutory and regulatory requirements applicable to the fund
(f) Ending retained eaming amounts

This report is intended solely for the information and use of the Board of Directors, management, Carson City, Nevada,
others within the Authority and is not intended to be and should not be used by anyone other than these specified parties.

o ¥ (o
Reno, Nevada“ %”6\‘9

November 2, 2017

5310 Kietzke Lane, Suite 101, Reno, Nevada 89511 . 775-828-7300 . Fax: 775-828-7305
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AUDITORS’ COMMENTS
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AUDITORS’ COMMENTS
NEVADA REVISED STATUTES

STATUTE COMPLIANCE

The required disclosure on compliance with the Nevada Revised Statutes and the Nevada Administrative Code is
contained in Note 1 to the financial statements.

PROGRESS ON PRIOR YEAR STATUTE COMPLIANCE

There were no statute violations reported in the audit for the year ended June 30, 2016.

GOVERNMENT AUDITING STANDARDS

PROGRESS ON PRIOR YEAR RECOMMENDATIONS

No issues were noted relating to excess expenditures in the prior or current year.

CURRENT YEAR RECOMMENDATIONS

None.
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