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We have reviewed the Independent Auditors’ Report of the Convention and Visitors Bureau of
Greater Cleveland and Spirit of Cleveland, Inc., Cuyahoga County, prepared by Cohen &
Company, for the audit period January 1, 2006 through December 31, 2006. Based upon this
review, we have accepted these reports in lieu of the audit required by Section 117.11, Revised
Code. The Auditor of State did not audit the accompanying financial statements and, accordingly,
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Our review was made in reference to the applicable sections of legislative criteria, as reflected by
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of
State, regulations and grant requirements. The Convention and Visitors Bureau of Greater
Cleveland and Spirit of Cleveland, Inc. is responsible for compliance with these laws and
regulations.
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Auditor of State

July 10, 2007
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BOARD OF TRUSTEES

THE CONVENTION AND VISITORS BUREAU
OF GREATER CLEVELAND AND

SPIRIT OF CLEVELAND, INC.

Independent Auditors’ Report

We have audited the accompanying combined statement of financial position of The
Convention and Visitors Bureau of Greater Cleveland and Spirit of Cleveland, Inc. as of
December 31, 2006 and 2005, and the related combined statements of activities and cash flows
for the years then ended. These combined financial statements are the responsibility of these
organizations’ management. Our responsibility is to express an opinion on these combined
financial statements based on our audits.

We conducted our audits 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 Compiroller General of the United States.
Those standards require that we plan and perform the audit to obfain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disciosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the combined financial statements referred to above present fairly, in all
material respects, the financial position of The Convention and Visitors Bureau of Greater
Cleveland and Spirit of Cleveland, Inc. as of December 31, 2006 and 2005, and the changes in
their net assets and their cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated June 21, 2007, on our consideration of The Convention and Visitors Bureau of Greater
Cleveland and Spirit of Cleveland, Inc.’s internal control over financial reporting and on our tests
of their compliance with ceriain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is {o describe the scope of our testing of internal
contro! over financial reporting and compliance and the results of that testing and not o provide
an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.

Colum 4 CoMpwf

June 21, 2007
Cleveland, Ohio

.y an independent member of 3
BAKER TILLY Registered with the Public Company Accounting Oversight Board Sy Ilf
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INTERNATIONAL Member PGPS and Center for Public Company Audit Firms, AICPA and Fun



"THE CONVENTION AND VISITORS BUREAU OF GREATER CLEVELAND

COMBINED STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2006 AND 2005

2006 2005
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 2,792,001 $ 1,936,221
Amounts due from Cuyahoga County 1,036,293 891,293
Accounts receivable - Net 36,035 : 30,109
Prepaid expenses and other 433,068 203,097
4,297,397 3,060,720
PROPERTY AND EQUIPMENT - AT COST
Office furniture, equipment, and leasehold improvements 204,613 400,227
Less: Accumulated depreciation and amortization 87,031 227,300
117,582 172,927
OTHER ASSETS
investments 138,512 882,124
Note receivable 153,417 174,144
291,929 1,056,268

$ 4,706,908 $ 4,289,915

The accompanying notes are an integral part of these combined statements.
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CURRENT LIABILITIES
Accounts payable and accrued expenses
Salaries and payroll taxes payable
Accrued pension
Deferred membership revenue

LONG-TERM LIABILITIES
Payable to Cleveland Convention Center

LIABILITIES

Payable to Gateway Economic Development

Corporation - Incremental bed tax
Deferred compensation payable

COMMITMENTS AND CONTINGENCY

UNRESTRICTED

TEMPORARILY RESTRICTED

NET ASSETS

2006 2005
$ 217,085 5 95,812
293,895 178,038
69,709 99,588
750
580,689 374,188
666,500
212,180 225,824
138,512 99,673
350,692 991,997
931,381 1,366,185
3,775,527 2,919,670
4,060
3,775,527 2,923,730
$ 4,706,908 $ 4,289,915




THE CONVENTION AND VISITORS BUREAU OF GREATER CLEVELAND
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COMBINED STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2006

REVENUES
Transient occupancy tax
Membership revenue
Investment income
Registration income
Event revenue
Visitor Information Centers
Miscellaneous income
In-kind contributions
Net assels released from restrictions

DEPARTMENTAL EXPENSES
Administrative
Marketing
Operations
Sales
Services

OTHER EXPENSES
Community fund
Convention Center balloon payment
Convention Center renovation
Marketing grants
Gateway liability
Visitor Information Centers
Republican National Convention

CHANGE IN NET ASSETS

NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

Tempaorarily

Unrestricted Restricted Total
$ 7,504,517 $ 7,504,517
456,666 456,666
156,654 156,654
30,331 30,331
51,480 51,480
185 185
9,266 9,266
104,885 104,885

4,080 $ {4,060)

8.318.054 (4,060) 8,313,994
704,861 704,861
1,735,704 1,735,704
1,563,160 1,563,160
1,410,019 1,410,019
94,263 94,263
5,508,007 5,508,007
84,750 94,750
233,500 233,500
1,200,000 1,200,000
45,000 45,000
198,536 198,536
47,348 47,3486
135,058 135,058
1,954,190 1,954,190
7,462,197 7,462,197
855,857 (4,060) 851,797
2,819,670 4,060 2,923,730
$ 3,775,527 $ $ 3,775527

The accompanying notes are an integral part of these combined statements.



THE CONVENTION AND VISITORS BUREAU OF GREATER CLEVELAND
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COMBINED STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2005*

REVENUES
Transient occupancy tax
Membership revenue
Sponsored advertising
Investment income
Registration income
Event revenue
Visitor Information Centers
Grant revenue
Cleveland Cares tuition
Miscellaneous income
In-kind contributions
Net assets released from restrictions

DEPARTMENTAL EXPENSES
Administrative
Marketing
Operations
Sales
Services

OTHER EXPENSES
Forgiveness of debt
Community fund
Convention Center balloon payment
Convention Center renovation
Marketing grants
Gateway liabiiity
Visitor Information Centers

CHANGE IN NET ASSETS

NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

The accompanying notes are an integral part of these combined statements.

*Reclassified to conform with current year's presentation

Temporarily
Unrestricted Restricted Total
$ 6,325,908 $ 6,325,908
449 551 449 551
232,715 232,715
73,231 73,231
19,423 19,423
47,480 47,490
2,503 2,503
7,000 7,000
$ 660 660
12,303 12,303
180,600 180,600
500 (500)
7,351,224 160 7,351,384
827,047 627,047
1,456,011 1,456,011
1,628,252 1,528,252
1,615,480 1,615,480
78,028 78,028
5,304,818 5,304,818
42,306 42,306
100,486 100,486
233,500 233,500
1,200,000 1,200,000
215,000 215,000
189,000 189,000
46,759 46,759
2,027,051 2,027,051
7,331,869 7,331,869
19,3556 160 19,615
2,900,315 3,800 2,804,215
$ 2919670 $ 4,060 $ 2,023,730



THE CONVENTION AND VISITORS BUREAU OF GREATER CLEVELAND
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COMBINED STATEMENT OF CASH FLOWS

YEARS ENDED PECEMBER 31, 2006 AND 2005

CASH FLOW PROVIDED FROM (USED IN)
OPERATING ACTIVITIES
Change in net assets
Noncash items included in activities
Depreciation and amortization
Deferred compensation
Forgiveness of debt
Collection of notes receivable via in-kind services
Loss on disposal of property and equipment
Increase (decrease) in provision for incremental bed tax
Gain on investments
Increase (decrease) in cash caused by
changes in current items:
Amounts due from Cuyahoga County
Accounts receivabie - Net
Prepaid expenses and other
Accounis payable and accrued expenses
Salaries and payroll taxes payable
Deferred membership revenue
Net cash flow provided from (used in) operations

CASH FLOW PROVIDED FROM (USED IN)
INVESTING ACTIVITIES
Acquisition of property and equipment
Acqguisition of investments
Sale of investments

CASH FLOW USED IN FINANCING ACTIVITY
Payments on Cleveland Convention Center liabiiity

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS - END OF YEAR
NONCASH INVESTING AND FINANCING ACTIVITY

Unrealized gain and interest on investments held for
deferred compensation

2006 2005
$ 851,797 $ 19,515
72,224 89,228
35,919 25,200
42,305
20,727 33,551
55,580 638
(13,644) 210,320
(22,023) (1,450)
(145,000) (348,989)
(5,926) (7,234)
(229,971) (97,001)
91,394 (23,425)
115,857 3,151
(750) 350
826,184 (53.841)
(72,459) (86,077)
(269,470) (325,200)
1,038,025 197,826
696,096 (213,451)
(666,500)
855,780 (267,292)
1,936,221 2,203,513
$ 2792001 $ 1,936,221
$ 2920  § 5,436

The accompanying notes are an integral part of these combined statements.
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NOTES TO THE COMBINED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Craanization and Purpose

The accompanying combined financial statements of The Convention and Visitors Bureau of
Greater Cleveland (the CVB) include the accounts of its related entity, Spirit of
Cleveland, Inc., combined on the basis of common management and mission. Al
intercompany transactions and balances are eliminated in combination.

The purpose of the CVB, a non-profit organization exempt from federal income tax under
Section 501(c)(6) of the Internal Revenue Code, is to provide destination marketing of
Greater Cleveland's facilities, attractions and events to the convention, trade show and
tourism industries. The CVB takes an active part in servicing Greater Cleveland
conventions, particularly in the matters of registration, housing and public relations.

The purpose of Spirit of Cleveland, Inc., a non-profit organization exempt from federal
income tax under Section 501(c}3) of the Internal Revenue Code, is to promote the City
of Cleveland and act as an educational and job training forum for the hospitality, tourism
and restaurant industries.

Revenue Recognition

Revenue from membership dues is recognized as revenue in the year to which it applies.
Dues received in advance are recorded as deferred revenue.

All contributions are considered available for unrestricted use, unless received with donor
stipulations that limit the use of the assets. When a donor restriction expires, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions. Donations whose
stipulations are met in the year received are recorded as unrestricted support.

A substantial portion of CVB’s revenue comes from occupancy tax, which is accounted for
on the accrual basis based on reports from Cuyahoga County.

Use of Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure
of contingent assets and liabiliies at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Contributed Goods and Services

The CVB has recorded in-kind contributions for travel and other expenses fotaling
approximately $125,600 and $214,200 during 2006 and 2005, respectively.
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NOTES TO THE COMBINED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Cash and Cash Equivalenis

The CVB considers all highly liquid debt instruments with a maturity of three months or iess
to be cash equivalents. In addition, the CVB maintains cash at major financial
institutions which may, at times, exceed federally insured amounts.

Receivables and Credit Policies

Accounts receivable includes program service fees receivable. These amounts are due
under various payment terms. Payments of receivables are allocated to the specific
invoices identified on the remittance advice or, if unspecified, are applied to the earliest
unpaid invoices.

The carrying amount of accounts receivable is reduced by a valuation allowance that
reflects management's best estimate of the amounts that will not be collected.
Management individually reviews all receivabie balances that exceed 90 days from
invoice date and estimates the portion, if any, of the balance that will not be collected.

The CVB provided an allowance for accrued interest on the note receivable from the Greater
Cleveland Sports Commission. During 2005, the note was renegotiated and the interest
was forgiven (see Note 4).

As of December 31, 2006 and 2005, management believes that all receivables are
collectible and therefore no valuation allowance is necessary.

Property and Equipment

Property and equipment is stated at cost at date of acquisition. Minor items of office
furniture, equipment, and leasehold improvements are charged to expense as incurred.
Depreciation and amortization are computed by the straight-line method over the lesser
of the estimated useful lives of individual assets or the life of the lease of five to ten
years.

invesiments

investments at December 31, 2006 and 2005, are carried at fair value and consist of
marketable debt and equity securities. Investments in securities with readily
determinable fair values are reported at published fair market values and realized and
unrealized gains and losses are reflected in the statement of activities. Net unrealized
gains during 2006 and 2005 were $2,920 and $5,436, respectively, including
investments held for deferred compensation. Investments at December 31, 2006 and
2005, consist primarily of U.S. Treasury Bills and mutual funds with the balance invested
in certificates of deposit.

Advertising

Advertising costs are expensed as incurred and amounted to $761,404 and $739,077 for
2006 and 2005, respectively.
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NOTES TO THE COMBINED FINANCIAL STATEMENTS

2. PROPERTY AND EQUIPMENT

At December 31, 2006 and 2005, the cost of property and equipment consisted of the

following:
2006 2005
cvB Spirit Total CvB Spirit Total
Leasehold improvements $ 115555 § 115,555
Office furniture 5 3,083 3,063
Office equipment $174,437 § 30,176 § 2048613 251,433 30,176 281.609

At December 31, 20086, CVB management evaluated the recoverability of certain long-lived

assets as a result of plans to sell or dispose of these assets during 2007.

It was

determined that the carrying value of certain long-lived assets would not be recovered.
As a result, the carrying vaiue of certain furniture and equipment was reduced fo zero
and a $10,191 loss was recorded in the accompanying financial statements.

. AMOUNTS DUE FROM CUYAHOGA COUNTY

The amounts due from Cuyahoga County at December 31 of each year represent the CVB's

unremitted share of that year's Transient Occupancy Taxes. The taxes are levied under
state legisiation enabling the County to impose the tax and enter into an agreement to
remit the amounts collected to the CVB.

NOTE RECEIVABLE

In 2000, the CVB loaned the Greater Cleveland Sports Commission (GCSC) $250,000. The

GCSC and the CVB renegotiated the terms of the note on October 31, 2005. The CVB
forgave $42,305 of the note receivable in 2005. Cash or in-kind payments are payable
annually at an amount fo be determined. The note is secured by the GCSC’s accounts
receivable and other assets. Interest ceased fo accrue on the note at October 31, 2005,
provided the GCSC abides by the new terms of the note. During 2006 and 2005, the
GCSC provided the CVB with in-kind payments in the amount of $20,727 and $33,551,
respectively.

5. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets of $4,060 at December 31, 2005, were available for the

Cleveland Cares Program.
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NOTES TO THE COMBINED FINANCIAL STATEMENTS

6. LONG-TERM LIABILITIES

Cieveland Convention Center

The CVB entered into a debt service agreement (the Agreement) with the City of Cleveland
for a city bond offering, the proceeds of which were used for major renovation of the
Cleveland Convention Center.

Under the Agreement, the CVB is required to contribute $1,200,000 annually to the City of
Cleveland to assist with the debt service through December 2006, with a final additional
payment of $900,000. The CVB has recorded the liability for this final payment over the
four-year period of 2003 through 2006. The discounted present value of the liability
related to this agreement at December 31, 2005, amounted to $666,500. The debt was
paid in full during 2006.

Gateway Economic Development Corporation

The CVB entered into a Cooperative Agreement with Gateway Economic Development
Corporation (Gateway) and the County of Cuyahoga (County). in that Cooperative
Agreement, the CVB pledged two sources of revenue to help secure a loan from the
County to Gateway to assist in financing the Arena Facility (Arena Bonds). The two
sources of pledged revenues are; 1) the greater of $200,000 indexed annually, using
1998 as a base year (limited fo a 3% annual increase) to the “incremental amount” the
CVB receives from the County Transient Occupancy Tax or the previous year's paymeni
and 2) commencing in the year 2007, $1,200,000 annually. These pledged amounts
may only be called upon in any year if Gateway's net revenues in that year are
insufficient to pay its obligation to the County for Arena Bond paymenis and its
obligations higher in priority thereto. The CVB's obligation is severable, distinct and non-
cumulative for each year. The Cooperative Agreement will remain in effect until the year
2023 or such earlier time as the Arena Bonds are paid in full.

The liability related to this agreement has been included in the financial statements as of
December 31, 2006 and 2005.

7. PENSION AND DEFERRED COMPENSATION PLANS

The CVB has a defined contribution pension plan, with a 401(k) provision, which covers all
employees who meet certain criteria as to age and years of service. The CVB may
make matching contributions of 25% of employee deferrals up fo 4% of compensation.
The CVB may also make discretionary contributions to the plan. The CVB’s policy is fo
fund the plan annually. The provisions for pension costs are included in benefits and
amounted to approximately $110,000 and $114,000 (including matching contributions)
during 2006 and 2005, respectively.
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NOTES TO THE COMBINED FINANCIAL STATEMENTS

7. PENSION AND DEFERRED COMPENSATION PLANS (Continued)

The CVB also maintains a non-qualified deferred compensation plan for certain employees.
Under the plan, the employees’ elective deferral is invested for their benefit by the CVB.
The employees are entitled to the amounts in the plan including earnings thereon upon
retirement, disability, or death. The assets of the plan can, however, be used in certain
circumstances to satisfy the liabilities of the CVB. Compensation expense is recognized
as amounts are deferred by the employees. The balance included in investmenis and in
deferred compensation payable at December 31, 2006 and 2005, was $66,745 and
$59,119, respectively.

The CVB has a qualified deferred compensation plan for certain key employees.
Discretionary coniributions are determined annually by the Board of Directors.
Discretionary contributions made during 2006 and 2005 amounted to $35,919 and
$25,200, respectively. Annuities which the CVB intends to use to fund this arrangement
have been included in investments on the statement of financial position. The balance
inciuded in investments and in deferred compensation payable at December 31, 2006
and 2005, was $71,767 and $40,554, respectively.

8. COMMITMENTS AND CONTINGENCY
| eases

During 2006 the CVB entered into a fifteen-year sublease agreement which includes certain
cancellable provisions, rent escalation clauses, and two five-year renewal options. Such
sublease agreement includes monthly base rent and certain facility and occupancy
charges. The CVB is expected to occupy the facility named in the sublease during the
second haif of 2007. The future rent expense under this sublease is included in the
future minimum rental commitments below.

The future minimum rental commitments for non-cancelable operating leases for facilities
are as follows:

2007 $ 87,945
2008 211,073
2008 211,073
2010 211,073
2011 211,073
Thereafter 2784786

Total renial expense for all leases (facilities and office equipment) amounted fto
approximately $230,000 and $325,000 during 2006 and 2005, respectively.

Consulting Agreement

In 2005, the CVB entered into a consulting agreement with a former executive ending
September 30, 2006. The amount paid was based on services to be performed not fo
exceed the executive’s previous monthly salary. In addition, under this agreement a
bonus was paid in 2006.
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NOTES TO THE COMBINED FINANCIAL STATEMENTS

8. COMMITMENTS AND CONTINGENCY (Continued)

County Administrative Fees

During 2004, the CVB was notified by Cuyahoga County (the County) that an adjustment
was being made to the amount of administrative fees due io the County for its
processing of the occupancy tax revenue that is forwarded {o the CVB. The County
began deducting a portion of this additional administrative charge from the CVB’s 2004
occupancy tax audit revenue At December 31, 2006, the County estimates that
approximately $300,000 will be offset against future occupancy tax audit revenues to
repay the remainder of the administrative charges due. The County’s collection of these
administrative charges will, however, be contingent upon the County’s future occupancy
tax audit revenues, and, therefore, the CVB has not recorded a liability for this amount

Greater Cleveland Marketing Alliance

During 2006, the CVB signed a memorandum of understanding ("MOU"} with two other
organizations to enhance and promote the regional image of Greater Cleveland through
a venture temporarily referred to as the Greater Cleveland Marketing Alliance ("GCMA").
The CVB contributed $100,000 during 2006 and $50,000 during 2007 to the GCMA.

9. SUBSEQUENT EVENTS

In May 2007, the CVB entered into a contract for the fabrication and instaliation of fixtures
and exhibit furnishings of a new visifor’s information center. The estimated cost of the
visitor's information center is $125,000.
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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

We have audited the combined financial statements of The Convention and Visitors
Bureau of Greater Cleveland and Spirit of Cleveland, Inc. (the organizations) as of and for the
year ended December 31, 2006, and have issued our report thereon dated June 21, 2007. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable o financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

internal Control Over Financial Reporting

In planning and performing cur audit, we considered the organizations’ internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the organizations’ internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the organizations’ internal
conirol over financial reporting.

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be
prevented or detected by the entity’s internal control

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity's internal control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above. We noted other minor or immaterial matters involving
the internal control over financial reporting that we have reported to the management of the
CVB in a separate letter dated June 21, 2007.

»
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Compliance and Other Matiers

As part of obtaining reasonable assurance about whether the organizations’ financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, coniracts 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 {ests disclosed no
instances of noncompliance or other matters that are required to be reported herein under
Governmertt Auditing Standards.

This report is infended solely for the information and use of management, others within
the organizations and Federal awarding agencies and pass-through entities and is not intended
to be and should not be used by anyone other than those specified parties.

Cobum Lomoun

June 21, 2007
Cleveland, Ohio
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