ERIE COUNTY VISITORS &
CONVENTION BUREAU

FINANCIAL STATEMENTS
WITH SUPPLEMENTARY INFORMATION

YEAR ENDED SEPTEMBER 30, 2012






Dave Yost - Auditor of State

Board of Trustees

Erie County Visitors and Convention Bureau
4424 Milan Road, Suite A

Sandusky, Ohio 44870

We have reviewed the Independent Auditors’ Report of the Erie County Visitors and Convention
Bureau, Erie County, prepared by Payne, Nickles & Company, for the audit period October 1,
2011 through September 30, 2012. 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, we are unable to express, and do not
express an opinion on them.

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 Erie County Visitors and Convention Bureau is
responsible for compliance with these laws and regulations.

Dl

Dave Yost
Auditor of State

March 12, 2013

88 East Broad Street, Fifth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490
www.ohioauditor.gov



This page intentionally left blank.



TABLE OF CONTENTS

INDEPENDENT AUDITORS’ REPORT
FINANCIAL STATEMENTS
Statement of Financial Position
Statement of Activities
Statement of Cash Flows
Notes to Financial Statements
SUPPLEMENTARY INFORMATION

Schedule I - Schedule of Allocated Program and
and Supporting Services Expenses

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

14

15



This page intentionally left blank.



Payne NicklesY& Company

Certified Public Accountants and Business Advisors

INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of
Erie County Visitors & Convention Bureau

We have audited the accompanying statement of financial position
of the Erie County Visitors & Convention Bureau (an Ohio nonprofit
corporation), as of September 30, 2012, and the related statements
of activities and cash flows for the year then ended. These
financial statements are the responsibility of the Bureau'’'s
management. Our responsibility is to express an opinion on these
financial statements based on our audit. The prior year summarized
comparative information has been derived from the Bureau’s
September 30, 2011 financial statements and, in our report dated
January 16, 2012 we expressed an unqualified opinion on those
financial statements

We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the
standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles wused and
significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of the
Erie County Visitors & Convention Bureau as of September 30, 2012,
and the changes in its net assets and its cash flows for the year
then ended, in conformity with accounting principles generally
accepted in the United States of America.
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In accordance with Government Auditing Standards, we have also
issued our report dated January 28, 2013 on our consideration of
the Bureau’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That
report 1is an integral part of an audit in accordance with
Government Auditing Standards and should be considered in
assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on
the financial statements as a whole. The accompanying Schedule of
Allocated Program and Supporting Services Expenses is presented
for purposes of additional analysis and is not a required part of
the financial statements. Such information is the responsibility
of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial
statements and certain additional procedures including comparing
and reconciling such information directly to the wunderlying
accounting and other records wused to prepare the financial
statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material
respects, in relation to the financial statements as a whole.
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Sandusky, Ohio
January 28, 2013



ERIE COUNTY VISITORS & CONVENTION BUREAU

Statement of Financial Position
September 30, 2012

with Comparative Totals at September 30, 2011

Temporarily Total Funds
Assets Unrestricted Restricted 2012 2011
Current assets:
Cash and cash equivalents S 257,441 s - 257,441 $212,777
Investments 249,478 = 249,478 201,094
Intergovernmental receivable -
Erie County 53,152 = 53,152 70,378
Accounts receivable 232,488 - 232,488 244,513
Prepaid expenses 48,951 - 48,951 50,993
Total current assets 841,510 - 841,510 779,755
Property and equipment - net 390,686 - 390,686 153,336
Other assets:

Deposits 297 - 297 297
Total assets $1,232,493 S - 1,232,493 $933,388

Liabilities and
net assets

Current liabilities:

Accounts payable $ 102,166 S - 102,166 $ 98,399

Salaries and wages payable 7,876 - 7,876 6,736

Payroll taxes, including employee

withholding 8,563 - 8,563 5,415
Unearned income 45,431 - 45,431 11,890

Total current liabilities 164,036 - 164,036 122,440
Net assets:

Unrestricted net assets 1,068,457 - 1,068,457 810,948
Temporarily restricted net assets = = - -
Total net assets 1,068,457 = 1,068,457 810,948
Total liabilities and net assets $1,232,493 S - 1,232,493 $933,388

The accompanying notes are an integral
part ot these tinancial statements.



ERIE COUNTY VISITORS & CONVENTION BUREAU

Statement of Activities
For the year ended September 30, 2012
with Comparative Totals for the year ended September 30, 2011

Temporarily
Unrestricted Restricted 2012 2011

Support and revenue:

Erie County funding $2,173;782 $ 170,000 $ 2,343,782 $2,200,262

Advertising revenue 556,246 - 556,246 433,241

Investment income 21,385 - 21,385 -

Satisfaction of restrictions 170,000 (170,000) - -
Total support and revenue 2,921,413 = 2,921,413 2,633,503
Expenses:

Program services 2,408,724 - 2,408,724 2,493,251

Supporting services 255,180 = 255,180 228,692
Total expenses 2,663,904 ~ 2,663,904 2,721,943
Change in net assets 257,509 - 257,509 (88,440)
Net assets, beginning of year 810,948 - 810,948 899,388
Net assets, end of year $1,068,457 S - $ 1,068,457 S 810,948

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



ERIE COUNTY VISITORS & CONVENTION BUREAU

Statement of Cash Flows
For the year ended September 30, 2012
with Comparative Totals for the year ended September 30, 2011

2012 2011

Cash flows from operating activities:
Change in net assets $ 257,509 $ (88,440)
Adjustments to reconcile change in net
assets to net cash provided by (used
in) operating activities:

Depreciation 44,768 45,681
Bad debt expense 15,000 -
(Increase) decrease in assets:
Accounts receivable 14,251 (72,303)
Prepaid expenses 2,042 (30,492)
Increase (decrease) in liabilities:
Accounts payable 3,767 77,084
Accrued salaries and wages 1,140 1,815
Accrued payroll taxes 3,148 315
Unearned income 33,541 7,202

Net cash provided by (used in)

operating activities 375,166 (59,138)
Cash flows from investing activities:
Purchases of equipment (282,118) -
Purchases of investments (733,384) (201,094)
Proceeds from sale of mutual funds investments 685,000 =

Net cash used in investing

activities (330,502) (201,094)
Net increase (decrease) in cash and cash equivalents 44,664 (260,232)
Cash and cash equivalents, beginning of year 212,771 473,009
Cash and cash equivalents, end of year $ 257,441 s 212,777

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



ERIE COUNTY VISITORS & CONVENTION BUREAU

Notes to Financial Statements
For the year ended September 30, 2012

Nature of activities

The Erie County Visitors & Convention Bureau (the Bureau) is an
Ohio not-for-profit corporation formed to encourage economic
development of Erie County, Ohio through promotion of tourism
and to encourage and promote, through advertisement and other
educational and informational means, travel to and visitation
in Erie County, Ohio by nonresidents, for pleasure, business
and other purposes.

The Bureau is exempt from Federal income taxes under Internal
Revenue Code Section 501 (c) (6). In addition, the Bureau has
been determined by the Internal Revenue Service not to be a
“‘private foundation” within the meaning of Section 509(a) of
the Internal Revenue Code.

Summary of significant accounting policies

Use of estimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires management to
make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could
differ from these estimates.

Financial statement presentation

The accompanying financial statements have been prepared on
the accrual basis of accounting in accordance with generally
accepted accounting principles. Net assets and revenues, ex-
penses, gains and losses are classified based on the exist-
ence or absence of donor-imposed restrictions.

Accordingly, net assets of the Bureau and changes therein are
classified and reported as follows:

Unrestricted net assets - Net assets that are not subject
to donor-imposed stipulations.

Temporarily restricted net assets - Net assets subject to
donor-imposed stipulations that may or will be met, ei-
ther by actions of the Bureau or by the passage of time.
When a restriction expires, temporarily restricted net
assets are reclassified to unrestricted net assets and
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Summary of significant accounting policies - continued

reported in the statement of activities as satisfaction
of restrictions.

Permanently restricted net assets - Net assets subject to
donor-imposed stipulations that they be maintained perma-
nently. Currently the Bureau has no permanently re-
stricted net assets.

Donations

Donations are recorded as unrestricted unless specifically
restricted by the donor.

Donated noncash assets

Donated noncash assets are recorded as contributions at their
estimated fair values at the time of receipt.

Donated services

Contributions of donated services that create or enhance
nonfinancial assets or that require specialized skills, are
provided by individuals possessing those skills, and would
typically not be purchased if not provided by donation, are
recorded at their estimated fair values in the period received.

Advertising revenue

Advertising revenue 1is recognized in the period in which the
advertising 1is provided. Advertising revenue received in
advance of the period that it is provided is recorded as
deferred revenue.

Advertising costs

Advertising costs are expensed as incurred. Total advertising
expenses, including the costs to encourage and promote travel
to and visitation in Erie County, Ohio, were $1,390,004 and are
included in program service expenses.

Cash and cash equivalents

For purposes of the statement of cash flows, the Bureau
considers all wunrestricted highly liquid investments with an
initial maturity of three months or 1less to be cash
equivalents.



Summary of significant accounting policies - continued

The following is a summary of cash and cash equivalents at
September 30, 2012:

Petty cash on hand $ 128
Cash on deposit at banks 257,313
Money market funds 249,478

Total $506,919

Comparative data

The financial information included for the year ended September
30, 2011 is presented in total but not by class or function.
This information is presented for comparative purposes and is
not intended to be a complete financial presentation.
Accordingly, such information should be read in conjunction
with the September 30, 2011 financial statements from which
this information was derived.

Financial instruments - concentration of credit risk

The Bureau places its temporary cash investments with financial
institutions in amounts that may exceed the federally insured
deposit limits or in accounts that are not covered by federal
deposit insurance. The Bureau has not experienced any loss in
such accounts.

Subsequent events

Management has evaluated subsequent events through January 28,
2013, the date the financial statements were available to be
issued.

Restrictions on assets

The Bureau reports contributions of cash or other assets as
either temporarily or permanently restricted support if they
are received with donor stipulations that limit the use of the
donated assets. When a temporary donor restriction expires,
that is, when a stipulated time restriction ends or purpose of
restriction is accomplished, temporarily restricted net assets
are reclassified to unrestricted net assets and reported in the
statement of activities as satisfaction of restrictions.

Temporarily restricted net assets at September 30, 2012 were
$0.



Investments

At September 30, 2012, the investments held by the Bureau con-
sist of cash and mutual funds.

Investments are recorded at fair value which is estimated
based on quoted market prices for those investments. U.S. gen-
erally accepted accounting principles establish a framework
for measuring fair value. That framework provides a fair value
hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives the highest
priority to wunadjusted quoted prices in active markets for
identical assets or liabilities (Level 1 measurements). Level
2 inputs are inputs other than quoted prices within the Level
1 that are observable either directly or indirectly. Level 3
includes unobservable inputs.

The following table sets forth, by level, within the fair val-
ue hierarchy, the Bureau’s investments at fair value at Sep-
tember 30, 2012.

Level 1 Level 2 Level 3 Total
September 30, 2012
Investments:
Cash * $ 22,070 $ - $ = $ 22,070
Mutual funds
Fixed income 227,408 - - 227,408
Total fair market value $ 249,478 § = $ = S 249,478

*Categories include cash held tactically by underlying investment managers.

The Bureau invests in various investment securities. Invest-
ment securities are exposed to various risks such as interest
rates, market, and credit risks. Due to the level of risk as-
sociated with certain investment securities, it is at least
reasonably possible that changes in the values of investment
securities will occur in the near term and that such changes
could materially affect investment income and total net as-
sets.



Accounts receivable

Accounts receivable includes advertising fees and is carried at
their estimated collectable amounts. Trade credit is generally
extended on a short-term basis; thus trade accounts receivable
do not bear interest, although finance charges may be applied
to past due receivables. Trade accounts receivable are
periodically evaluated for collectability. An allowance for
doubtful accounts receivable is determined on the basis of loss
experience, known and inherent risks, and current economic
conditions. Trade accounts receivable deemed to be
uncollectible are charged against the allowance for doubtful
accounts when such receivables are deemed to be uncollectible.

The following is a summary of accounts receivable at September
30, 2012:

Trade accounts receivable $247,488
Allowance for doubtful
accounts receivable ( 15,000)
Net accounts receivable £232,488
Intergovernmental receivable - Erie County represents the

unremitted portion of the bed tax collected during the year.

Property and equipment

Property and equipment is recorded at cost at date of purchase
or at estimated fair value at date of gift. Expenditures which
increase useful lives are capitalized while maintenance and
repairs are charged to expense. Assets are depreciated over
their estimated useful lives using the straight-line method.

The following is a summary of property and equipment at
September 30, 2012:

Furniture and fixtures $557,957
Leasehold improvements 76,153
Vehicles 48,440
Total 682,550
Less: accumulated depreciation (291, 864)
Net property and equipment $390,686
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Operating leases

The Bureau leases various office equipment under non-
cancelable operating leases that expire in various years
through 2015. Total equipment rent expense for the year ended
September 30, 2012 was $10,569.

The Bureau leases its facility under a ten-year non-cancelable
operating lease that expires in 2018. The lease provides for
rent, payable monthly, at an amount adjusted annually for
changes in the consumer price index. The lease also requires
the Bureau to pay a portion of common area costs. The lease
agreement grants the Bureau options to renew the 1lease for
additional five-year terms. Total building rent expense for the
year ended September 30, 2012 was $96,963.

Future minimum lease payments plus common area costs under non-
cancelable operating leases with remaining terms in excess of
one year as of September 30, 2012 for each of next five years
and in the aggregate are:

Year ended September 30 Amount
2013 $101,381
2014 99,604
2015 98,380
2016 97,972
2017 97,972
Subsequent to 2017 73,479

Total minimum future rental payments $568,788

Description of program and supporting services

Program services consist of travel and tourism promotion. The
Bureau encourages and stimulates interest in Erie County, Ohio
through advertisement and other educational and informational
means. It fosters knowledge and distribution of the Bureau'’s
publication, Lake Erie Shores & Islands.

Supporting services consist of general and management
services. The services include the functions necessary to
maintain an equitable employment program, ensure an adequate
working environment, provide coordination and articulation of
the Bureau’'s program strategy through the Executive Director,
secure proper administrative functioning of the Board of
Trustees and manage the financial and budgetary responsibility
of the Bureau.

”
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Retirement plan

The Bureau sponsors a defined contribution pension plan for
all eligible employees. During the year ended September 30,
2012, the Bureau’s contribution to the plan totaled $8,674.

Related party transactions

Several of the Bureau’s Trustees are related to companies that
collect a portion of the bed tax that supports the Bureau.
These related companies purchase advertising services from the
Bureau and benefit from other promotional activities of the
Bureau.

Support and revenue - concentration

The Bureau receives the majority of its support from Erie
County, Ohio. Under agreements with Erie County, Ohio, the
Bureau is the sole recipient of a 1% County hotel lodging
excise tax and receives a portion of a second 1% hotel lodging
excise tax. For the year ended September 30, 2012 the amount
of support from these taxes was $2,343,782. Because a majority
of the Bureau’s support is from these taxes, any unanticipated
loss of these taxes could adversely affect operations.

Supplemental disclosures of cash flow information

Cash paid during the year for:

Interest $ 39
Income taxes [ -

)
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ERIE COUNTY VISITORS & CONVENTION BUREAU

Schedule I -Schedule of Allocated Program and Supporting Services Expenses

Tourism promotion (ODOT)
Printing and publications
Advertising and promotions
Postage and shipping
Salaries and wages

Payroll taxes

Employee benefits

Bad debt expense

Office supplies and expense
Equipment rent and maintenance
Occupancy

Telephone

Depreciation

Professional fees

Seminars and meetings
Insurance

Dues and subscriptions
Travel expenses

Interest

For the year ended September 30, 2012
with Comparative Totals for the year ended September 30, 2011
Program Supporting Totals
Services Services 2012 2011
$ 170,000 S - $ 170,000 S 170,000
306,567 = 306,567 277,862
1,390,004 - 1,390,004 1,523,023
53,544 5,949 59,493 86,406
291,584 99,384 390,968 348,854
27,379 9,332 36,711 29,412
39,906 13,602 53,508 46,177
- 15,000 15,000 N
5,256 2,830 8,086 7,862
7,216 14,434 21,650 21,460
90,624 15,992 106,616 106,943
9,523 1,681 11,204 11,301
- 44,768 44,768 45,681
- 11,960 11,960 11,526
5,679 5,679 11,358 11,716
- 5,766 5,766 5,742
8,030 5,353 13,383 11,117
3,412 3,411 6,823 54505
= 39 39 1,356
$2,408,724 S 255,180 $ 2,663,904 S 2,721,943

Total expenses

14



Payne NicklesY& Company

Certified Public Accountants and Business Advisors

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 Trustees of
Erie County Visitors & Convention Bureau

We have audited the financial statements of the Erie County
Visitors & Convention Bureau (Bureau) as of and for the vyear
ended September 30, 2012, and have issued our report thereon
dated January 28, 2013. We conducted our audit in accordance with
auditing standards generally accepted in the United States of
America and the standards applicable to financial audits con-
tained in Government Auditing Standards, issued by the Comptrol-
ler General of the United States.

Internal Control Over Financial Reporting

Management of Erie County Visitors & Convention Bureau is respon-
sible for establishing and maintaining effective internal control
over financial reporting. In planning and performing our audit,
we considered the Bureau’s internal control over financial
reporting as a basis for designing our auditing procedures for
the purpose of expressing our opinion on the financial state-
ments, but not for the purpose of expressing an opinion on the
effectiveness of the Bureau’s internal control over financial
reporting. Accordingly, we do not express an opinion on the
effectiveness of the Bureau’s internal control over financial
reporting.

A deficiency in 1internal 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 deficien-
cies, in internal control such that there is a reasonable possi-
bility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of internal control over financial reporting
was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficien-
cies, significant deficiencies, or material weaknesses. We did
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not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined
above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the
Bureau’s financial statements are free of 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 deter-
mination 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 Govern-
ment Auditing Standards.

This report is intended solely for the information and use of
management and the Board of Trustees, and is not intended to be

and should not be used by anyone other than these specified
parties.

Sandusky, Ohio
January 28, 2013
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