MEMORANDUM

TO: Audit Committee Fhair Dent

cc: Board Clerk Herron

FROM: Audit Committee Member Clifford F. Dobler
DATED:  August4, 2020

Re: Historic Memorandums/Letters from citizens on accounting and reporting the activities of
Community Services and Beach recreational venues as Governmental Funds

Please include in the next Audit Committee Board Packet and distribute to each Audit Committee
member the attached @ memorandums and/or letters sent to the IVGID Board of Trustees, IVGID Audit
Committee, Nevada Department of Taxation, and IVGID auditor during the years 2015 to 2016. These
documents are all in reference to the accounting referenced above.

It is appropriate that the newly formed Board of Trustees have a comprehensive history of concerns by
citizens regarding this matter.

Sincerely,

Clifford F. Dobler
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ENTERPRISE VS SPECIAL REVENUE
ATTACHMENT 1
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November 30, 2015

To: IVGID Board of Trustees - Audit committee (Wong, Hammerel & Callicrate)

From: Clifford F. Dobler

Re: Accounting change for Community Services and Beaches from Enterprise
Funds to Special Revenue Funds

Dear Audit Committee:

On May 21, 2015, the Board of Trustees adopted Resclution Number 1838
creating Special Revenue, Capital Projects and Debts Service Funds for the IVGID
Community Services and Beach Funds. It should be noted that a Special Revenue
Fund was created only for operations and the Capital Projects and Debt Service
Funds were established simply as governmental funds.

As such the focus of this presentation is whether the operating activities of the
community service venues and the beaches should be accounted and reported
using a Special Revenue Fund.

Prior to adoption of this Resolution and in accordance with the Government
Accounting Standards Board (“GASB”) Statement No. 34 and NRS 354.517, the
accounting for the Community Services and Beach Funds were qualified and

reported as Enterprise Funds.

On October 27, 2015 the Department of Taxation for the State of Nevada issued
Guidance Letter 15-002 which provides guidance in the use of Enterprise Funds
and Special Revenue Funds.

Page 2 of Guidance Letter 15-002 advises: “When establishing a new fund, it is
important to examine the activities that meet the criteria for using a particular
kind of fund. For example, a governmental fund, such as a special revenue fund,
generally has activities which are financed through taxes, intergovernmental
revenues, and other non-exchange reverniues. In a non-exchange transaction, a
government gives (or receives) value without directly receiving (or giving) equal
value in return, as opposed to an exchange transaction, in which each party
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receives and gives up essentially equal values... An enterprise fund essentially
reports exchange transactions.”

In the case of IVGID all revenue sources {other than capital grants) for the
Community Services Fund and the Beach Fund are exchange transactions. The
Recreation Facility Fee and the Beach Fee which are adopted annually by the
Board of Trustees are approved by a resolution which states: “The Trustees find
that the owners of the parcels are directly benefited in a fair and reasonable way
for the sums which they are charged.” In other words the parcel owners are
receiving and giving up essentially equal values. As such, an exchange transaction
has occurred. In addition, user fees at each of the venues are considered

exchange transactions.

Based upon a comprehensive review and complete analysis of Guidance Letter
15-002, Resolution Number 1838 should never have been adopted by the Board
as the Community Services Fund and Beach Fund are indeed Enterprise Funds and
not Special Revenue Funds. The accounting and reporting of the activities of the
Community Services and Beaches should not be changed.

Why use an Enterprise fund?

NRS 354.517 defines an enterprise fund as a fund established to account for
operations which are financed and conducted in a manner similar to the
operations of private business enterprises where the intent of the governing body
is to have the expenses (including depreciation) of providing goods or services on
a continuing basis to the general public, financed or recovered primarily through
charges to the users.

Paragraph 67 of GASB Statement No. 34 states that an enterprise fund may be
used to report any activity for which a fee is charged to external users for goods
or services. Additionally, pursuant to paragraph 67 (c), if the pricing policies of
the district for the fees and charges are designed to recover its costs, including
capital costs (such as depreciation or debt service), then enterprise fund
accounting MUST be used.
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As defined above, it is clear that the funding (revenues) from activities of the
Community Service venues and the Beaches are by fees which include user fees
and the Recreation Facility Fee and Beach Fee to cover operating costs and all
capital costs including debt service for capital improvements.

Why would you use a Special Revenue fund?

Paragraph 30 of GASB Statement No. 54 states that special revenue funds are
used to account for and report the proceeds of specific revenue sources that are
restricted or committed to expenditure for specified purposes other than debt
service or capital projects. Proceeds of specific revenue sources establishes that
one or more specific restricted or committed revenues should be the foundation

for a special revenue fund.

Since the Recreation Facility Fee and Beach Fee together with the various user
fees are used for debt service and capital projects, it appears that the Special
Revenue Fund accounting and reporting should not be utilized. Historically the
majority of the Recreational Facility Fee and Beach Fee were used for debt
service and capital projects.

If it is apparent that Special Revenue Fund accounting should not be used and
Enterprise Fund accounting should be used, then on what basis did the Board of
Trustees approve the change in accounting and reporting? As stated in the
Guidance Report, "An activity may no longer be reported as a special revenue
fund based only on management's desire to account for it separately.”

Why the need for the Change?

According to the Memorandum dated December 1, 2014 from Gerald W. Eick to
the Board of Trustees various reasons to change the accounting and reporting
were provided. None of the rationales were based upon or relevant to NRS or
GASB standards.
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One of the main thrusts of the Memorandum seemed to be the desire to separate
the REVENUES into three funds: one for operating, one for capital projects and
one for debt service.

According to the Memorandum on the second page second complete paragraph,
"Enterprise Funds report operations, which does not really reflect a flow of
resources. A flow of resources (revenues) format would ultimately make it clear
how much goes to operations versus capital expenditure and debt service.”

Furthermore in the third full paragraph of the same page he states: “Utilization of
the Special Revenue Fund, which isolates operating revenues and expenditures,
along with Capital Projects and Debt Service Funds, will allow the District to
clearly identify the three main elements of the flow of transactions for

Community Services and the Beach.”

On page 3 first full paragraph Mr Eick writes “Separation occurs both for revenue
and expenditure. Under this model, the District would be able to demonstrate
through budgeting, accounting and reporting, the separate uses of the facility fee

for operating, capital and debt.”

in other words, the facility fee (a revenue item) would be authorized,
appropriated and committed to three separate uses: operating, capital projects
and debt service.

The Bait and Switch:

However, based on Resolution Number 1838 a sheet with various boxes indicates
that the ENTIRE (ALL) Recreation Facility Fee and Beach Fee would be reported
as REVENUE in the Special Revenue operating fund and then transfers from the
Special Revenue operating fund to the Capital Project and Debt Service funds
would occur. THUS THE FACILITY FEE WOULD ONLY BE REPORTED IN THE
OPERATING FUND WHICH CONTRADICTS THE PREVIOUS PARAGRAPHS of Mr.
Eick's Decemberl, 2014 memorandum.

To continue the contradiction, on May 21, 2015 the FINAL budget for the fiscal
year ending 6/30/2016 submitted to the State of Nevada Department of Taxation

4
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on page 12 for the Community Services Special Revenue fund "Charges for
Services" reported and allocated ALL of the REVENUE collected from the
Recreation Facility Fee to the Special Revenue fund and concealed the fee by
dividing it into the various venues. Subsequently, on page 14, transfers out of the
Special Revenue Fund were made to the Capital Project and Debt Service funds.
The same reporting treatment was used for the Beach Fund on pages 15 and 17.
As to the Capital Project and Debt Service funds NO REVENUES are reported only
transfers in labeled "other financing sources"” are noted on pages 18 and 21.

SO WHAT IS GOING ON HERE? The decision to create the Special Revenue Funds,
Capital Project Funds and Debt Services Funds was to SEPARATE the revenues into
each fund. The revenues as reported to the State were NOT separated. Asa
result the revenues for operating activities have been vastly overstated and the
revenues for the capital project and debt services funds are nonexistent. WHERE
IS THE CLARITY AND TRANSPARENCY HERE?

To further continue the contradiction, current monthly operating reports for the
Community Service venues and the Beaches continue to record the ENTIRE
RECREATION FACILITY FEE as revenue for the Operating Fund. AGAIN WHERE IS
THE CLARITY AND TRANSPARENCY HERE?

Not only should Special Revenue Fund reporting not be instituted but when done
anyhow the reporting is still not in compliance with what was sold to the Board of
Trustees

Conclusion:

in accordance with Guidance letter 15-002, NRS 354.517 and GASB Statement No.
34, the activities of the Community Service venues and the Beach venue require
Enterprise Fund accounting and reporting.

Mr. Gerald W. Eick’s Memorandums to the Board of Trustees on December 1,
2014 and May 7, 2015 recommending and establishing a change from Enterprise
Fund accounting and reporting to Special Revenue Fund accounting and reporting
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da not conform to the definitions, standards or examples provided by the State of
Nevada Department of Taxation Guidance Letter 15-002.

In addition, the implementation of Resolution Number 1838 and the reporting of
the budget to the State of Nevada DID NOT follow the recommendations Mr. Eick
presented in his two memorandums nor does this resolution satisfy his stated

goals of providing and communicating accurate, transparent and understandable

financial reports.

My observation is this is just an "end run" around not having to report
depreciation or interest expense in operating results. Thus the bottom line
{PROFIT) for the two operating funds will appear to be much more profitable and
will assist management in selling the public on how improved the operations have
become.

Based on the Guidance Letter 15-002, the NRS requirements and GASB
statements it would be difficult to believe that the "look see” by IVGID's attorney
and the independent auditing firm would "bless" the accounting change as
acceptable. Another review by both firms and the Board of Trustees would seem

prudent.

This appears to be a complete breakdown of communication, including misleading
and incorrect information from Staff to the Board of Trustees and the community
at larg&

Enclosures: Guidance Letter 15-002 dated October 27, 2015(NO APPENDIX)

Letter to BofT from Gerald Eick dated December 1, 2014

cc: Department of Taxation - State of Nevada

Dan Carter - Edie Bailly.

A~
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DEONNE E. CONTINE
Executive Director

Guidance Letter 15-002

Date: October 27, 2015

To: County Finance Officers

From: Terry E. Rubald, Deputy Executive Director, Department of Taxation

CC: Committee on Local Government Finance, Marvin Leavitt, Chairman
Deonne Contine, Executive Director, Department of Taxation

Kelly Langley, Supervisor, Local Government Finance, Division of Local Government Services

Subject: Special Revenue Funds and Enterprise Funds

SUMMARY:

This Guidance Letter recognizes Governmental Accounting Standards Board ("GASB”) Statements,
including but not limited to, No. 33, “Accounting and Financial Reporting for Nonexchange
Transactions;” No. 34, "Basic Accounting Standards and Management's Discussion and Analysis” and
No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions” are appropriate standards
for the preparation of financial statemenis for all funds and comply with the requirements of NRS
354.612(2) as generally accepted accounting principles. In addition, this Guidance Letter discusses the
nature and use of special revenue funds and enterprise funds, and provides examples.

This Guidance Letier does not change any interpretations of any existing general accounting
principles foliowed by a local government. The purpose In issuing this Guidance Lefter is fo
raise awareness about differences betfween using special revenue fund and enterprise fund
accounting, by highlighting and discussing cerfain GASB statements in relation to Nevada law.

AUTHORITY FOR THIS LETTER:

NRS 354.472(1)(d): One of the purposes of the Local Government Budget and Finance Act is to
provide for the control of revenues, expenditures and expenses in order to promote prudence and
efficiency in the expenditure of public money. NRS 354.612(2) requires fund financial statements and
other schedules to be prepared in accordance with generally accepted accounting principles.

APPLICATION:

The Department finds that Governmental Accounting Standards Board (“GASB”) Statements, including
but not limited to, No. 33, “Accounting and Financial Reporting for Nonexchange Transactions;” No. 34,
“Basic Accounting Standards and Management’s Discussion and Analysis” and No. 54, “Fund Balance
Reporting and Governmental Fund Type Definitions” are appropriate standards for the preparation of
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financial statements for all funds and comply with the requirements of NRS 354.612(2) as generally
accepted accounting principles.

Based on the definitions of proprietary fund and special revenue fund found in NRS 354.553 and
354.570, as well as GASB No. 34, a special revenue fund is a type of governmental fund, whereas an
enterprise fund is a type of proprietary fund.’ In either case, the level of financial reporting must be
based on a determination of whether the special revenue fund or the enterprise fund is a major or non-
maijor fund.? The criteria for designation as a major fund is measured by whether the total assets,
liabilities, revenues, or expenditures/expenses of the individual special revenue fund or enterprise fund
are at least 10 percent of the corresponding total for all funds of that category or type. In addition, the
total assets, liabilities, revenues, or expenditures/expenses of the individual special revenue fund or
enterprise fund must be at least 5 percent of the corresponding total for all governmental and enterprise
funds combined.?

When-establishing a new fund, it is important to examine the activities that meet the criteria for usinga
particular kind of fund. For example, a governmental fund, such as a special revenue fund, generaily
has activities which are financed through taxes, intergovernmental revenues, and other non-exchange
revenues. In a nonexchange iransaction, a government gives (or receives) value without directly
receiving (or giving) equal value in return, as opposed to an exchange transaction, in which each party
receives and gives up essentially equal values.* Business-type activities financed in whole or in part by
fees charged to external parties for goods or services are usually, but not always, reported in enterprise
funds.” An enterprise fund essentially reports exchange transactions.

GASB No. 34, {[78 outlines the financial statements required for governmental funds, including a
balance sheet and statement of revenues, expenditures, and changes in fund balances. GASB No. 34,
9191 indicates the required financial statements for a proprietary fund include a statement of net assets
or balance sheet; a statement of revenues, expenses, and changes in fund net assets or fund equity;
and a statement of cash flows.

Enterprise Funds

NRS 354.517 defines an enterprise fund as a fund established to account for operations (1) which are
financed and conducted in a manner similar to the operations of private business enterprises, where
the intent of the governing body is to have the expenses (including depreciation) of providing goods or
services on a continuing basis o the general public, financed or recovered primarily through charges to
the users; or (2) for which the governing body has decided that a periodic determination of revenues
earned, expenses incurred and net income is consistent with public policy and is appropriate for capital
maintenance, management control, accountability or other purposes.

Similarly, 1167 of GASB Statement No. 34 states that an enterprise fund may be used to report any
activity for which a fee is charged to external users for goods or services. In addition:

Activities are required to be reported as enterprise funds if any.ope of the following criteria is met.
Governments should apply each of these criteria in the context of the activity’'s principal revenue
sources.

a. The activity is financed with debt that is secured solely by a pledge of the net revenues from
fees and charges of the activity. Debt that is secured by a pledge of net revenues from fees
and charges and the full faith and credit of a related primary government or component unit—

'See complete statutory reference for NRS 354.553 and 354.570 at the end of this Guidance Letter. See also, 963,
'164 966, §67, GASB Statement No. 34 (June 1999), pp. 25-26.
2975, GASB Statement No. 34 (June 1999), p. 28.
® 976, GASB Statement No. 34 (June, 1999), p. 28.
* 47, GASB Statement No. 33 (December, 1998}, p. 3.
° 415, GASB Statement No. 34 (June, 1999), p. 9.
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even if that government is not expected to make any payments—is not payable solely from
fees and charges of the activity. (Some debt may be secured, in part, by a portion of its own
proceeds but should be considered as payable “solely” from the revenues of the activity.)

b. Laws or regulations require that the activity’s costs of providing services, including capital
costs (such as depreciation debt service), be recovered with fees and charges, rather than
with taxes or similar revenues.

c.:The pricing policies of the activity establish fees and charges designed to recover its costs,
including capital costs (such as depreciation or debt service).

Footnote 33 to |67 states that:

These criteria do not require insignificant activities of governments to be reported as enterprise
funds. For example, state law may require a county’s small claims court to assess plainiiffs a fee to
cover the cost of frivolous claims. However, taxes, not fees, are the principal revenue source of
the county’s court system, and the fees in question cover only the cost of frivolous small claims
court cases. In this case, the county would not be required to remove iis court system or the
small claims court activity from its general fund and report it in an enterprise fund. Conversely, a
state department of environmental protection regulation may require a water utility to recover the
costs of operating its water plant, including debt service costs, through charges to its
customers—the utility’s principal revenue source. Because these charges are the activity's
principal revenue source and because the water utility is required to recover its costs, the utility
should be reported as an enterprise fund.

in explaining enterprise fund reporting requirements, GASB 34, {[387 states that:

Perhaps most significantly, this Statement makes clear that enterprise fund reporting should be
used for any activity that is financed with debt secured solely by net revenue from its fees and
charges to external users. Enterprise fund reporting is also required for any activity that operates
under laws or regulations requiring that its costs of providing services, including capital costs
(depreciation or debt service), be recovered with fees and charges. The final criterion—
requiring enterprise fund reporting for any activity for which management establishes fees and
charges, pursuant to its pricing policies, designed to recover its costs of providing services,
including capital costs—is similar to the existing criterion. However, it adds an element of objectivity
by basing the standard on established policies rather than management's intent. Further, this
Statement makes clear that all criteria for required use of enterprise fund reporting should be
applied only in the context of an activity's principal revenue sources. For example, paragraph
67a requires an activity {o be reported as an enterprise fund if the activity is financed by debt
secured solely by a pledge of the net revenue from fees and charges of the activity. To apply
the principal revenue source test in relation to this criterion, a government should compare an
activity’s pledged revenues to its total revenues.

® In practice, there are exceptions. For example, sometimes general obligation (GO) backing is needed for

enterprise funds in small rural communities so a lower interest rate can be obtained from the state bond bank. Using
GO backed revenue bonds does not automatically require a change from an enterprise fund to a special revenue

fund.
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Examples of an Enterprise Fund

Background

A general power of a county is acquire, improve, equip, operate and maintain a variety of projects,
including sewerage and water projects. NRS 244A.057. The Board of County Commissioners may
issue special obligation bonds to acquire, improve and equip any sewerage or water project. NRS
244A.0587. A county may charge license fees or other excise taxes to acquire, operate and maintain a
project, and ensure that revenue obligation bonds are paid. NRS 244A.063.”

For example, the Douglas County Board of County Commissioners established the Carson Valley
Water Utility Fund by resolution adopted May 3, 2012. See Appendix for Exhibit 1, Resolution No.
2012R-037. The Board resolved to use the existing working capital from four individual water utility
funds to establish a consolidated water utility fund and further resolved to recover the costs of operation
of the water system, including overhead, through user charges, without producing any significant
amount of profit in the long run. The new Water Utility Fund is designed to account for all revenues and
all charges related to the consolidated operations, management and rate setting of four legacy utilities.

Analysis

In this example the Douglas County Board of County Commissioners has the authority to establish an
enterprise fund pursuant to NRS 354.612. The resolution meets the conditions in NRS 354.612 for an
enterprise fund. For instance, subparagraph 4 requires the local government to furnish working capital
for the fund which the resolution addressed by transferring the working capital from four legacy utilities
to the current fund. In addition, NRS 354.612(4) requires the recovery of the costs of operation,
including overhead, without “producing any significant amount of profit in the long run.” This objective
was also included in the resolution and specifically referenced “user charges” as the means by which
operation costs would be recovered. The resolution was consistent with the authority provided in NRS
Chapter 244A.

“User charges” take the form of water usage fees and connection charges. Payment by water users of
usage fees and connection charges are exchange transactions because each party gives up and
receives something of equal value. Rates are typically set to recover costs of operation and
maintenance. This meets the definition of GASB 34 { 67(c) requiring the use of an enterprise fund
when pricing policies for fees and charges are designed to recover costs.

Special Revenue Funds

GASB Statement No. 54 “Fund Balance Reporting and Governmental Fund Type Definitions,”
updates the definitions of governmental fund types, with the most significant changes related to
spe;iai revenue funds. The nature of a special revenue fund is discussed at Paragraph 30:

30. Special revenue funds are used to account for and report the proceeds of specific revenue
sources that are restricted or committed to expenditure for specified purposes other. than.debt
service or capital projects. The term “proceeds of specific revenue sources” establishes that one
or more specific restricted or committed revenues should be the foundation for a special
revenue fund. Those specific restricted or committed revenues may be initially received in
another fund and subsequently distributed to a special revenue fund. Those amounts should not

7 Cities have similar authority. A general power of a city is to acquire, improve, equip, operate and maintain a
variety of projects including sewerage and water projects. NRS 268.730. A city may defray the cost of
acquisition, improvement and equipment through general obligation bonds, which may be payable from taxes and
further secured by a pledge of other revenues derived from any other income-producing project of the city. NRS
268.732. A city may charge license fees or other excise taxes to acquire, operate and maintain a project, and
ensure that revenue obligation bonds are paid. NRS 268.738.

4
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be recognized as revenue in the fund initially recelving them; however, those inflows should be
recognized as revenue in the special revenue fund in which they will be expended in
accordance with specified purposes. Special revenue funds shouid not be used to account for
resources held in trust for individuals, private organizations, or other governments.

GASB Statement No. 54 abandons the reserved and unreserved classifications of fund balance and
replaces them with five new classifications: non-spendable, restricted, commitied, assigned and
uhassigned. These classifications will indicate the level of constraints placed upon how resources can
be spent and identify the sources of those constraints.

The terms “restricted” or “commitied” are references o constraints placed on the use of the revenue
source. For example, a fund balance is “restricted” when the constraints are either externally imposed
by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other
governments; or imposed by law through constitutional provisions or enabling legislation® A
‘committed” fund balance includes amounts that can be used only for the specific purposes determined
by a formal action of the government's highest level of decision-making authority. “Committed”
amounts cannot be used for any other purpose unless the government removes or changes the
specified use by taking the same type of action, such as legislation, resolution, or ordinance, which was
employed to previously commit those amounts. A committed fund balance also should incorporate
contractual obligations to the extent that existing resources in the fund have been specifically
committed for use in satisfying those contractual requirements.®

In the past, special revenue funds were reported in instances where there was a specific spending
purpose, but not necessarily a specific revenue source. The new definition of a special revenue fund
means that local governments need o evaluate resources received to determine if they qualify for
reporting in a special revenue fund. An activity-may-no longer be reported.as a special revenue fund
based only on management’s desire to account for it separately. For all major special revenue funds
reported, local governments will need to disclose the purpose of the fund and the revenues and other
resources reported in the funds in the notes to the financial statements.

Please note that the change in classifications of fund balance and special revenue fund
financial statement reporting requirements detailed in Statement No. 54 does not require
changes in the way a local government budgets and internally accounts for special revenue
funds; and the Department has not changed the budget reporting forms to reflect the new
classifications.

In addition, GASB Statement No. 54 states at Paragraph 31:

The restricted or committed proceeds of specific revenue sources should be expected to
continue to comprise g substantial portion of the inflows reported in the fund. Other resources
(investment earnings and transfers from other funds, for example) also may be reported in the
fund If those resources are restricted, committed, or assigned {o the specified purpose of the
fund. Governments should discontinue reporting a special revenue fund, and instead report the
fund's remaining resources in the general fund, if the government no longer expects that a
substantial portion of the inflows will derive from restricted or commitied revenue sources.

Local governments may use the following calculation to determine whether an activity would qualify for
reporting as a special revenue fund:

Substantial portion of inflows = (restricted revenues + committed revenues)
Total Inflows reported in the fund

¥ 934, GASB Statement No. 34 (June 1999), p. 16. See also 48, GASB Statement No. 8 {February 2009), p. 4.
° €10, GASB Statement No. 10 (February 2009), p. 5.
5
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In the calculation, restricted revenues are defined as resources externally restricted or having
restrictions imposed by intemal enabling legislation (same definition as restricted net assets used In
government-wide reporting). The committed revenues are resources with constraints imposed by the
highest level of the government, where the constraints can be removed only by a similar action of the
same governing body. Total Inflows are defined as the inflows of all financial resources. Total
inflows will include transfers and other financing sources such as debt issuances.™

“Substantial portion” of inflows is not defined in Statement No. 54, however, the Government Finance
Officers Association has indicated “around 20 percent’ is reasonable for justifying a special revenue
fund; and it is 2 commonly used threshold. Local governments also need to consider factors such as
past resource history, future resource expectations and unusual current year inflows such as debt

proceeds."

An example of how to analyze or “prove up” whether the total revenue sources are substantially
restricted, committed or assigned to the specified purpose of the fund is attached as Exhibit 2 from
Churchill County. If the analysis shows that the restricted and committed resources are less than 20%,
then the local government can take action to remedy the situation by going through the process of
formally committing additional resources so that the inflow of restricted and ccmmltted resources
represent a substantial component of the total inflow.

Examples of Special Revenue Funds

Two examples of a special revenue fund may be found in the Appendix of this Guidance Letter. The
first example is a special revenue fund for a2 landscape maintenance district created by resolution
adopted by the Douglas County Board of Commissioners. See Exhibit 3 in the Appendix. in this case,
the initial financing source is a developer funded security deposit and subsequent revenue will be
annual assessments levied on benefiting property. owners. The revenue will be restricted to
expenditures for improvements or maintenance of parcels within the district.

A second example of a special revenue fund is the “infrastructure Fund” created by resolution adopted
by the Carson City Board of Supervisors. See Exhibit 4 in the Appendix. The revenue source is a sales
tax of one-eighth of one percent (0.125%). The proceeds of the fax may only be used to fund certain
public infrastructure projects identified in the Plan of Expenditure adopted by the Board of Supervisors
on April 17, 2014. '

in both examples, the revenue source meets the definition of a “committed” fund source because the
governing board took formal action-to restrict the use of the revenue. However, we would need more
information to determine whether those committed funds represent a “substantial” portion — at least
20% - of the total revenue inflow.

Example of a Special Revenue Fund — Or is it? — Fire Districts
Background

A fire protection district formed pursuant to NRS Chapter 474 may sue and be sued; arbitrate claims;
and contract and be contracted with. NRS 474.125. In addition, a fire protection district may impose a
property tax rate not to exceed 1 percent of the assessed value within the district, including net
proceeds, to cover the costs of establishing, equipping and maintaining the district with fire-fighting
faciliies. NRS 474.190. Under NRS 474.200(3), two separate funds must be created for the district,
an operating fund and a district emergency fund. The district emergency fund must be used solely for
emergencies and must not be used for regular operating expenses. In addition, the district may issue

'® Washington State Auditor’s Office, “GASB Statement 54 — Focusing on Special Revenue Funds,” page 37, accessed 4-17-
15 at http:/digitalarchives wa.cov/W A .Media/do/BE 1679E72F 548478402834 ACAG4ARO0E ndf

" 1bid, p. 37 and New York Division of Local Government and School Accountability, “Fund Balance Reporting and
Governmental Fund Type Definitions,” p. 5, accessed 4-17-15 at hitps://osc.state.ny .us/localeov/pubs/releases/oash34.ndf
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bonds for purchase of equipment and acquisition of property; and may levy a tax sufficient to pay for
the bonds. Under NRS 474.300(4), proceeds of the tax levied for debt service must be placed in a
special fund to pay the principal and interest on the bonds.

Analysis

Clearly the property taxes in this example are imposed non-exchange revenues resulting from an
assessment on property. This is a characteristic of a governmental fund rather than a business-entity
type fund.

Next, the analysis should consider whether the governmental fund is a special purpose fund. As
discussed in GASB No. 54, § 30, a special revenue fund is used o account for and report the proceeds
of specific revenue sources which are restricted or committed to expenditure for specified purposes
other than debt service or capital projecis. In this example, the district may levy a tax to pay for bonds
for equipment and property, so the revenue received for debt service does not necessarily mean the
fund is a special revenue fund.

NRS 474 200(3) requires a portion of the property tax 10 be deposited in the district. emergency fund,
and the fund must be used solely for emergencies. In this case, the property tax revenue source
appears 1o be restricted for a specified purpose other than debt service or capital projects. “Money
collected to meet unforeseen emergencies” appears to be a restriction.

Further analysis is needed, however, because the emergency f'u'n'dn‘may still not qualify as a special
revenue fund. This is so because the uses which may be made from the emergency fund need to be
defined in order to determine whether the fund balance should be reported as restricted or committed.

Some governments formally set aside amounts in governmental funds under formal stabilization-type
policies that can be expended only when certain specific non-routine circumstances exist. For
example, typical purposes for which stabilization funds are set aside include emergency situations;
unanticipated significant revenue shortages or budgetary imbalances; working capital needs;
contingencies; and others. The authority for such funds generally is derived from statute, ordinance,
resolution, charter, or constitution’, as in this example.

For purposes of reporting fund balance, stabilization amounts should be reported in the general fund as
restricted or committed if they meet the criteria set forth in GASB Statement No. 54, as amended,
based on the source of the constraint on their use. Stabilization arrangements that do not meet the
criteria to be reported within the restricted or committed fund balance classifications should be reported
as unassigned in the general fund.

in this example, the source of the emergency fund is a portion of the property tax rate and is restricted.
However, GASB 54 states that “a stabilization amount that can be accessed in an emergency would not
qualify to be classified within the committed category because the circumstances or conditions that
constitute an emergency are not sufficiently detailed. If the revenue from the property tax is restricted
or committed, then the emergency fund qualifies as a special revenue fund. If the source is not
restricted or committed, then the stabilization arrangement discussed above applies.

Example of Application of Criteria to determine whether Fund is an Enterprise Fund or a
Special Revenue Fund

Nevada General Improvement District

NRS 318.197 permits a governing board of a general improvement district to fix rates, tolls or charges
other than special assessments, including but not limited to, service charges and standby service
charges, for services or facilities furnished by the district. NRS 318.197 is permissive rather than

2920, GASB Statement No. 54 (February 2009), p. 9.

~i
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mandatory in that the governing board “may” fix rates, iolls or charges to cover the costs of services or
facilities furnished.

The board may “pledge the revenue for the payment of any indebtedness or special obligations of the
district.” Such rates and tolls constitute a perpetual lien on and against the property served, and may be
collected on the tax roll together with the county’'s general taxes (NRS 318.201). In addition, NRS
318.225 grants the governing board the power and authority to levy ad valorem taxes. NRS 318.275
permits the district to borrow money and issue GO bonds, revenue bonds, and special assessment
bonds. Revenue bonds issued for the purpose of acquiring or improving facilities appertaining to the
basic purpose of the district must be made payable solely out of the net revenues for any and all of the
income-producing facilities and services provided by the district (NRS 318.320). General obligation
bonds and other general obligation securities payable from general property taxes may be additionally
secured by a pledge of and lien on net revenues. (NRS 318.325).

Applying GASB Statement 34, §[67(a-c) to the Nevada statutory framework for general improvement
districts, since a general improvement district is not required to recover costs through rates, tolls, or
charges under NRS 318.197, an enterprise fund is not required to be used. However, if the general
improvement district’s activity is financed with debt that is secured solely by a pledge of the net revenues
from fees and charges of the activity, then it would be required to use the enterprise fund accounting.
This would be the case if the district issued revenue bonds pursuant to NRS 318.320. If the district’s
activity is financed with debt secured by both taxes and user fees, then it is not required to use enterprise
fund accounting, as would be the case under NRS 318.325 for GO bonds secured by taxes or a
combination of taxes and fees. Finally, under §67(c), if the pricing policies of the district for the fees and
charges are designed to recover its costs, including capital costs (such as depreciation or debt service),
then enterprise fund accounting must be used.

If the general improvement district did not meet the conditions requiring the use of enterprise fund
accounting pursuant to GASB Statement No. 34, {67, then standard govemmentai fund reporting must
be used. If the general improvement district contemplated creating a major special revenue fund, then
at least 20% of the total inflows reported in the fund must be restricted and/or committed to the purpose
for which the fund was created. The restricted and committed revenue must be recognized as revenue
of the special revenue fund rather than the general fund. Total inflows include restricted revenues,
committed revenues, transfers in and any other financing sources.

If you have any questions about this guidance letter, please call the Local Government Finance Section of
the Division of Local Government Services, Department of Taxation at (775) 684-2100,

WEBSITE LOCATIONS:

Nevada Revised Statutes (NRS):  http//www.leg state nv.us/NRS/

Nevada Administrative Code: htto:/fwww.leg state.nv. us/INAC/CHAPTERS html

Department of Taxation Guidance letters: hitp:/www tax.statenv.us; then select “Publications;” then select Assessment
Standards Publications and “Guidance letters.”
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MEMORANDUM

TO: Board of Trustees

THROUGH: Steven J. Pinkerton
General Manager

FROM: Gerald W. Eick, CPA CGMA
Director of Finance, Accounting, Risk Management and Information

Technology

SUBJECT: Establishing Special Revenue, Capital Projects, and Debt Service
funds, as well as related sub-funds, for Community Services Fund
and the Beach Fund, effective for July 1, 2015

DATE: December 1, 2014

.  RECOMMENDATION

That the Board of Trustees makes a motion to authorize Staff to assemble and
report an Operating and Capital Budget for the fiscal year beginning July 1, 2015
to the State of Nevada Depariment of Taxation, Local Governments Division, that
utilizes Special Revenue, Capital Project, and Debt Service Fund accounting for
the Community Services Fund (which is comprised of the sub-funds Golf,
Facilities, Ski, Recreation, Other Recreation, Parks and Tennis) and for the
Beach Fund.

iL BACKGROUND

Staff has identified that the District's determination of fees and charges no longer
is best reflected by an accounting under the Enterprise Fund format. The premise
of Enterprise Funds is that pricing policies establish fees and charges designed
to cover its costs including capital costs (such as depreciation or debt service).
This premise will remain reasonably in place though the vear ending June 30,
2015 to have continued to use and be consistent with our historical format.
However, it is clear the magnitude of what the District does, as a responsible
asset manager, requires the District to put as much planning and operating
efforts into capital expenditure which in turn requires multi-year decision making
and carries operating consequences. An example of such consequences is our
building reserves for future projects. Another example is repurposing amounts
that once were used to pay debt service to fund capital expenditures.
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Establishing Special Revenue, -2- December 1, 2014
Capital Projects, and Debt Service

funds, as well as related sub-funds,

for Community Services Fund and

the Beach Fund, effective for July 1, 2015

Measurement and reporting of these consequences no longer is served
effectively by using the Enterprise Fund format however Utilities would continue
as our only Enterprise Fund.

Accounting is both an art and a science. The science comes from the many
standards that exist. For governments, it is mostly in the form of generally
accepted governmental accounting principles. The art comes mostly in how
information is assembled and communicated. Over the last few years, the District
has set facility fees with stated elements for operations, capital, and debt, with an
occasional eye to reserves. This has been done balancing the context of the total
fee and long term capital expenditures and debt service and is as such identified,
by the District, as “smoothing”. We are pushing the definition for use of an
Enterprise Fund. Our perspective is heavily affected by multi-year approach not a
single operating period.

A number of community members have expressed frustration with not
understanding our financial reports. Much of this complexity is caused by the
standard by which Enterprise Funds report operations, which does not really
reflect a flow of resources. A flow of resources format would ultimately make it
clear how much goes to operations versus capital expenditure and debt service.
That is why the District has presented budgets in two ways - based on operating
results and Total Sources and Uses. However, despite a desire to provide
maximum information, the result has been even greater confusion about why two
budget formats.

Utilization of the Special Revenue Fund, which isolates operating revenues and
expenditures, along with Capital Projects and Debt Service Funds, will allow the
District to clearly identify the three main elements of the flow of transactions for
Community Services and the Beach. Financial statement users, regulators,
internal managers, and the public will all have one format and one consistent
measurement of revenues and expenditures. Our internal management budgets,
monthly reporting, audit reporting, and State budget document will be more
concise and have a similar appearance. This simplicity and clarity alone justifies
the change.
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Establishing Special Revenue, -3- December 1, 2014
Capital Projects, and Debt Service

funds, as well as related sub-funds,

for Community Services Fund and

the Beach Fund, effective for July 1, 2015

fli. FINANCIAL IMPACT AND BUDGET

The effects of these changes are a matter of where transactions are reported. It
does not change the tfotal dollars. Many common elements of our current Total
Sources and Uses budget would be used but will be separated by those which
constitute Special Revenue (operations), versus Capital Projects, and Debt
Service. Separation occurs both for revenue and expenditure. Under this model,
the District would be able to demonstirate, through budgeting, accounting and
reporting, the separate uses of the facility fee for operating, capital and debt. We
have talked about it many times and presented it many ways in special reports,
but we find users are still confused. Use of this new format would help to
eliminate this confusion. Also, compliance with a restriction such as sales of
coverage, which can only be used for capital, would be easier to identify and
track over time, as would the accumulation of reserves for any category.

IV. ALTERNATIVES

The District could continue to utilize the Enterprise Fund format. Our auditors
have acknowledged they can see both our current interpretation and our
reasoning for change. They will support the change when we conclude it should
be made. We are still close enough to either definition to consider both. However,
as time progresses and we make more financial decisions with a longer view, the
community will not be served either for understanding nor a reflection of what is
occurring by using the Enterprise Fund format for Community Services and the
Beach. Staff feels the change is inevitable and should be made now. We are
already making multi-year decisions relative to capital plans. The change also
minimizes the complexity and misunderstanding we have with those who read
our reports. Not changing does not seem appropriate.

V. COMMENTS

Our new General Manager has many decades of experience with governmental
accounting and reporting as a user. One of his first observations was why we
were not utilizing Special Revenue Funds to report our Community Services and
Beaches. Special Revenue Fund standards get its name from the recognition
that governments often receive a revenue source for a particular purpose.
Demonstrating compliance with both the measurements and the actual functional
use of those revenues is an important part of the community’s comfort with the
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Establishing Special Revenue, -4 December 1, 2014
Capital Projects, and Debt Service

funds, as well as related sub-funds,

for Community Services Fund and

the Beach Fund, effective for July 1, 2015

operation of its government. This is opportunity for the District to be clear and
transparent with the flow of resources, how they are used, and because of the
separate funds, also demonstrate a pattern of compliance, readiness or
instances where these objectives are not met.

The District has recently upgraded its accounting system. During this process,
Staff has already developed a revised chart of accounts that would facilitate the
new funds. Also, for the last five years, under the current system, the Director of
Finance has monitored a process by which all activity could be converted fo the
new format once the change is adopted. It may not be necessary o convert all
years but it is possible if the need is determined. The most common use of
historical data is the prior and current year comparison we use as we develop a
future budget. We'd expect to convert the years ending June 30, 2014 and 2015
to facilitate the new budget.
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February 18, 2016
TO: Audit Committee - Trustees Caiﬁcrate, Wong and Hammerel

RE: Question asked of Dan Carter of FideBailly at Audit Committee Meeting on 12/16/2015 regarding
the transition from Enterprise Fund Accounting and Reporting to Special Revenue Fund Accounting and
Reporting

Partial transcript of Question and Answer and my observations and comments

Question by Jim Hammerel

Mr. Hammerel stated that questicns from other community members as well as Trustees not on the
Audit Committee might come up relative to the review and approval of the District's transition to
Enterprise Fund Accounting from Special Revenue Fund Accounting and whether it was appropriate or
not appropriate. He asked Mr. Carier to comment on the District's transition to Enterprise Fund
Accounting.

Mr. Carter corrected Mr. Hammerel noting that the transition was from Enterprise Fund Accounting to
Special Revenue Fund Accounting.

My Comments: In the interest of clarity, it would have been helpful for Mr. Hammerel to make mention
that the transition concerned the District's Community Services Fund and the Beach Fund. My
memorandum dated November 30, 2015 to the IVGID Audit Committee clearly delineates that the
transition was NOT appropriate. | cited the Nevada Revised Statutes and the GASB statements included
and detailed in the Department of Taxation Guidance Letter 15-002 dated October 27, 2015 which
clearly defined when an Enterprise or Special Revenue Fund should be used. | helieve that other
community members expressed similar objections. The concerns and conclusions raised in my memo
were not addressed by the Audit Commitiee and Mr. Hammere| did not take this opportunity to ask Mr.
Carter to counter my specific conclusions. That being said, it may be that Mr. Hammere! never reviewed
my memorandum or analyzed the points of fact. He may have simply relied upon Senior Staff's
assertions that the transition was appropriate and was asking the auditor this question to validate the
Board's reflance upon General Manager Pinkerton and Director of Finance Eick's representations.

Answer by Dan Carter

Mr. Dan Carter's response was quite lengthy and quite a run around. A definitive answer of Mr.
Hammerel's question on whether or not the accounting and reporting transition was appropriate or not
appropriate was not provided. Keep in mind that Mr. Eick in previous memorandums to the Board of
Trustees claimed that the audit firm and the District's legal counsel took a "look see" at this accounting
change and everything was A OK. Also be aware that after the Board of Trustees approved the
transition in the spring of 2015 that the State of Nevada Department of Taxation issued Guidance Letter
15-002 clearly defining with reference to Nevada Statutes and Government Accounting Standards Board
(GASB) Statements when an Enterprise Fund or a Special Revenue Fund should be used. This
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information was recapped on page two and three of my November 30, 2015 memorandum. Mr. Eick at
a Board workshop session on December 3, 2015 assembled a multi-paged presentation to try and
convince the Board of Trustees that the "transition” was on the right track. An enormous effort was
made to distinguish differences in Government Accounting and Business Accounting. There was no
mention of generally accepted accounting principles, GASB Statements or the State of Nevada
Department of Taxation Guidance Letter.

Remarkable as it may seem Mr. Carter states: "We can't be in any way seen as approving those

functions because we have to keep our independence with management on what goes on up here. Mr.

Carter further states: "I certainly can't guarantee that we won't have issues at the back end.”

Mr. Carter's response contradicts Mr. Eicks's verbal and written representations that this transition was
approved by the auditor.

Mr. Carter later remarks: "we had specific conversations with the Department of Taxation but it was
more about the use of Special Revenue Funds. There are specific guidance in GASB about what can and
can't be accounted for with a Special Revenue Fund and it kind of came out of — it’s not really an issue
up here but we have a lot of governments with just dozens and dozens of Special Revenue Funds. Any
time something new came up they would just create a new fund to account for it. So GASB was frying to
clean that up. And put in some pretty strict guidance as far as what when a Special Revenue Fund can

be used.”

Mr. Carter's expansive narrative would have proven informative to the Audit Committee and the
community if he had alsc explained the strict guidance provided by GASB. Please refer to page 2 and 3
of my memorandum which examines and states why the activities at Community Services and the
Beach Fund must be reported and accounted for as Enterprise Funds and does not meet the guidelines
to qualify as Special Revenue Funds.

Mr. Carter states: "It is unusual up here when we use the word fee like the Community Services Fee or
the Beach Fee because it's technically a TAX .... so the fact that there's a restriction on the use of that
tax money is exactly what a Special Revenue Fund is used for." Apparently, Mr. Carter disagrees with
IVGID's collection of the Recreation Facility Fees and Beach Facility Fees as FEES and considers both to
be a TAX. Mr. Carter seems to have no understanding that in addition to these Recreation Facility and
Beach Facility Fees he refers to as a TAX, over 60% OF THE REVENUES GENERATED AT THE
RECREATIONAL VENUES ARE SALES OF FOOD AND BEVERAGE , SPORTING GOOD APPAREL AND USER
FEES TO SKi OR PLAY A ROUND OF GOLF - AMONG OTHER EXCHANGE TRANSACTIONS. | canonly
surmise that he has determined that those other revenues might also be considered a tax. lam also
unclear on what "restrictions” are placed on all this "tax money".

At this point, one can rightfully draw a conclusion that Mr. Carter is attempting to shape the user
revenues of the Community Services and Beaches into a tax with restrictions in order to attempt some
compliance with Paragraph 30 of GASB Statement No. 54. If that is indeed the case, he has failed.
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As Mr. Carter approaches the conclusion of his REMARKABLE response, he states: "it is disclosed as a
subsequent event in the current year CAFR but { think on a go forward basis once we can get through
the transitionary petiod | would hope that it would be, you know, a clear way to report the activities of
everything that runs through those two funds.” No opinion, no guidance, no reference to accounting
standards or statutes only hope. WHAT AN ANSWER.

So based on Mr. Carter's voluble response that did not validate whether the transition from Enterprise
Fund Accounting and Reporting to Special Revenue Fund Accounting and Reporting was appropriate,
with the exception of Trustee Callicrate, Trustee Wong, Hammerel, Dent and Horan approved the
audited financial statements that included the subseguent event footnote which states the transition

was made.

if any of you would like to reread the Guidance Letter issued by the State of Nevada Department of
Taxation or my comprehensive memorandum | would be more than happy to resend them to you. You
can also recheck your email inbox or ask Susan Herron for copies.

Please read NRS 354.517 defining an Enterprise Fund and also GASB Statement No. 34 {paragraph 67)
which clearly defines that the activities of the Community Services and Beach Funds are REQUIRED to be
reported as Enterprise Funds.

The voluminous material provided by Mr. Eick in several Board Meetings and Workshops attempting to
make the case for a transition to Special Revenue Funds are all IRRELEVANT.

Your independent audit engagement partner does not have the requisite knowledge to perform a
competent independent audit. This memorandum and my previous memorandums on the misallocation
of the punch card discounts and the inappropriate accounting transition substantiate this assessment.

You cannot validate a CAFR that you know to be inaccurate. It is your responsibility to ensure that the
CAFR is prepared professionally and it accurately represents the District's financial statements.

My advice: Discuss the misallocation of the punch card discounts and the accounting transition with
Senior Management of the CPA firm and request a new audit engagement pariner to take charge. You
are heading into a buzz saw as you attempt to issue bonds in the future and prepare to utilize this CAFR
to fraudulently mistepresent the District’s operations and fiscal health to taxpayers, fee payers,
investors and local, state and federal regulatory agencies.

My Final Comments: Rest assured that these material accounting deceptions and misrepresentations
which you have failed to correct and continue to sponsor will only result in challenging the performance
of your fiduciary responsibilities as Trustees and the integrity of the District's financial statements. lam
actively researching additional areas of manipulative accounting allocations which | will continue to
bring to you in the future,

Now is the time to take corrective action!

} will not let this go away or allowed it to be buried by time and neglect.
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1 will make every effort to improve Eide Bailly’s understanding of the misallocation of the punch cards
and the improper accounting transition and | am quite certain corrective action will be taken.

Clifford F. Dobléer - Resident

cc: Eide Bailly
cc: Trustee Dent
cc: Trustee Horan

cc: Department of Taxation
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MEMORANDUM
TO: Trustees Callicrate, Dent, Hammerel, Horan and Wong

CC: Susan Herron — Please include in the next Board Packet
FROM: Clifford F. Dobler

DATED: March 10, 2016
RE: Note 19 Subsequent Event of the 6-30-2015 Comprehensive Annual Financial Report -Page 46

Attached is page 46 with Note 19 of the Comprehensive Annual Financial Report for the fiscal year
ended June 30, 2015. | have highlighted in yellow the sentences in paragraphs 2 and 3 reflecting a
significant discrepancy in the Net Position of the Community Services Fund and the Beach Fund.

in paragraph 2, the District states that prior to the audit, in the budget document filed with the State of
Nevada Department of Taxation the NET POSITION for the Community Services Fund and the Beach

Fund were estimated to be $5,294,138 and $1,302,486 respectively.

In paragraph 3, based on the audit the NET POSITION of the Community Services Fund and the Beach
Fund WAS $44,762,511 and $5,701,288 respectively. It further states: “These amounts are
adequate to satisfy their role in supporting the budget for the fiscal year ending June 30, 2016.”

Aside from the amusement value and outright confusion for anyone relying upon this
information: HOW iS THIS POSSIBLE? From my perspective, a discrepancy of this magnitude

would require an explanation. S0 what’s up? | happen to know, but would the average

reader or Trustee know?

Now, if | called Mr. Eick and asked him to elaborate and correct the footnote he would simply
say NO. | would then say: “I will, therefore, have to report this to the Board." His answer,
based on past experience, would be "Go for it."

Footnote 19 is one example of a multitude of unclear and incomplete explanations and
inaccuracies occurring throughout the CAFR.

WHY: No real review by the auditors and the absence of General Manager and Trustee
oversight.

If you have an interest, | can point to several inaccuracies warranting correction throughout the
Report. Of course, this would be if anyone is really interested. As | have said before, you need
my help.

Clifford F. Dobler
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The Distdct has committed to these capital improvement projects through contractual acrangements:

Contract Completed Remaining
Award at June 30, 2015 Commitment
Utlity Fund
Water main Replacement
Q&D Construction, Inc. $596,560 $267,848 $328,712
Community Services Fund
Creek Restoration
Cardno, Inc. $227,000 $197,773 $ 29,227
Ski Resort Point of Sales System
Active Network $313,449 $132,400 $181,049

18. EXTRAORDINARY EXPENSE FOR UTILITY FUND

In April 2014, a leak occurred in the District’s effluent pipeline that results in damage to an area highway. Leaks of this magnitude
and consequence are not expected in the normal course of operations and thus the repairs costs have been reported as an
extraordinary expense. In July 2014 the District incurred $26,906 of repair costs to complete the paving of the State highway
affected by the leak.

19. SUBSEQUENT EVENT

Effective July 1, 2015, with its new fiscal and budget year, the District began utilizing Special Revenue, Capital Projects and Debt
Service governmental fund accounting for the Community Services Fund and the Beach Fund, which have to date been accounted
for as enterprise funds. The District has changed its approach to the prcing of services and in particular recognizes that the use of
the facility fee to provide resources for capital expenditure and debt service cannot be displayed in a readily understandable fashion
for its constituents.

The Board of Trustees has approved a budget, which has been filed with the State of Nevada Department of Taxation, which reflects
this change. The remaining action will be to have the Board of Trustees approve the transfer of the Net Position of the Community
Services Fund and the Beach Fund upon conclusion of the audit process and the acceptance of that report. The budget document
filed with the State estimated that amount to be $5,294,138 for the Community Services Fund, and $1,302,486, for the Beach Fund.
The District presented a template for calculating the transfer amount to the Nevada Department of Taxation Committee on Local
Government Finance and outlined its intended method to convert from accrual based accounting under an enterprise fund, to
modified accrual accounting for the Special Revenue governmental funds, which would go forward. No Net Position is considered
directly related to either the capital projects funds or debt service funds at July 1, 2015.

Based on the audit as of June 30, 2015 the Net Position of the Community Services Fund is $44,762,511. The Net Position for the
Beach Fund is $5,701,288. These amouats are adequate to satisfy their role in supporting the budget for the fiscal year ending June
30, 2016. The amount of capital project catryover $1,115,576 (See Note 17) was known and set as 2 part of the approval of the
operating and capital budget.

As of October 28, 2015 the District agreed to 2 setdement of the suit, described in Note 12, that will result in collecting $245,000.
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MEMORANDUM

March 15,2016

To: IVGID Trustees Wong, Hammeral, Callicrate, Dent, and Horan
From: Clifford F. Dobler

Re: Transition from an Enterprise Fund to a Special Revenue Fund for Community Services and the

Beaches

The IVGID Community Service Fund and the Beach Fund can ONLY be Enterprise Funds based on THREE
main concepts which are requirements under the Nevada Revised Statutes and GASB #34. The transition
of these two funds to Special Revenue Funds would be in violation of Nevada Revised Statutes and not
in accordance with GASB #34.

Requirement under Nevada Revised Statutes

NRS 354.517 DEFINES an enterprise fund as a fund established to account for operations (1) which are

financed and conducted in a manner similar to the operations of private business enterprises, where the

intent of the governing body is to have the expenses (including depreciation) of providing GOODS OR
SERVICES on a continuing basis to the general public, financed or recovered PRIMARILY through charges
to the users; OR (2) for which the governing body has decided that a periodic determination of revenues
earned , expenses incurred and net income is consistent with public policy and is appropriate for capital
maintenance, management control, accountability or other purposes.

Can there be any doubt that the expenses of providing goods or services of the various recreational
venues are financed or recovered through charges to the users. Based on the June 30, 2015
Comprehensive Annual Financial Report total operating revenues of the Community Service Fund and
the Beach Fund were$18,272,166 of which 511,913,577 is SALES and FEES of goods and services. So
about 65% of revenues are from goods and services which would be considered a PRIMARY financing

sources.

The remaining revenue is the Recreation Fee and the Beach Fee. According to Resolution 1837 adopted
by the board of trustees to collect Recreation Standby and Services Charges AKA Recreation Facility Fee
and Beach Fee which are also charges to users for services albeit a mandatory charge. With these fees
the vast majority of expenses are financed and recovered PRIMARILY through charges to users.

Requirement under Government Accounting Standard Board

Statement 34 paragraph 67 states that an enterprise fund may be used to report any activity for which
a fee is charged to external users for goods and services IN ADDITION:

Activities are RECQUIRED to be reported as enterprise funds if ANY ONE of the following criteria
is met. Governments should apply each of these criteria in the context of the activity's principal

revenue sources.
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a. The activity is financed with debt that is secured SOLELY by a pledge of the net revenues from
fees and charges of the activity. Debt that is secured by a pledge of net revenues from fees and
charges -and the full faith and credit of a related primary government or component unit - even
if that government is not expected to make any payments- is not payable solely from fees and
charges of the activity.

b. Laws and regulations require that the activity's costs of providing services, including capital
costs (such as depreciation and debt service) be recovered with fees and charges rather than
with taxes or similar revenues.

c. THE PRICING POLICY OF THE ACTIVITY ESTABLISH FEES AND CHARGES DESIGNED TO
RECOVER ITS COSTS, INCLUDING CAPITAL COSTS (SUCH AS DEPRECIATION OR DEBT SERVICE)

As | indicated in bold and caps, item C is exactly what IVGID does on an annual basis with the budget
and has been doing the same pricing policy for years. So based on item C alone the Community Service
Fund and the Beach Fund are REQUIRED to be accounted for as enterprise funds. Pricing the principal

revenue sources

Think about this: Is the pricing policy of the utility fund the same as the pricing policy of the recreational
funds? Of course it is. So how could the Staff of IVGID suggest that pricing policies have changed.

Requirements for Exchange and Non-Exchange Transactions

When establishing a new fund, it is important to examine the activities that meet the criteria for using a
particular type of fund. For example, a governmental fund, such as a special revenue fund , generally
has activities which are financed through taxes, intergovernmental revenues, and other non-exchange
revenues. In a transaction, a government gives (or receives) value without directly receiving (or giving)
equal value in return, as opposed to an exchange transaction, in which each party receives and gives up
essentially equal values. (GASB Statement #33 para 7 page3). Business type activities financed in whole
or in part by fees charged to external parties for goods and services are usually, but not always, reported
in enterprise funds (GASB Statement #34 para 15 page 9). An enterprise fund essentially reports
exchange transactions.
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Memorandum

Dated: June 4, 2016

To: Terry E. Rubald, Deputy Executive Director, Depariment of Taxation

From: Clifford F. Dobler

Subject: Qctober 27, 2015 Guidance Letter 15-002 Special Revenue Funds and Enterprise Funds
Sent via e mail

Attached is a copy of the first-eight pages of Guidance Letter 15-002.

After a detailed review, | noted six items which may warrant revision.

| have underlined the items in Red for easy identification:

1. Page 2, Second Complete Paragraph: The quote from footnote #5 - the words "but not always" was
added. These three words are not found on page 9 of GASB Statement No. 34

2. Page 2, Footnote #1: The reference in Footnote #1 for GASB Statement No. 34 refers to pp25-26.
Page 27 relating to pricing policies was omitted although it is part of the text

3. Page 8, Second Complete Paragraph, Line 2; "since a general improvement district is not required to
recover costs through rates, tolis, or charges under NRS 318.197 an enterprise fund is not required to be
used." This statement cannot be found in any part of NRS 318.197 nor does the content of the Statute
even imply such a statement.

4, Page 8, Second Complete Paragraph Lines 1-3: “Applying GASB Statement 34 Paragraph 67{a-c) to the
Nevada statutory framework for general improvement districts, since a general improvement district is
not required to recover costs through rates, tolls, or charges under NRS 318.197, an enterprise fund is
not required to be used. “ Taken in context with the misstatements noted above in item 3, neither NRS
318.197 nor GASB 34 Paragraph 67{a-c} substantiates this correlation and conclusion.

5. Page 8, Third Complete Paragraph, First two lines: “If the general improvement district did not meet
the conditions requiring the use of enterprise fund accounting pursuant to GASB Statement No. 34,
Paragraph 67, then standard governmental fund reporting MUST be used.” This is incorrect. The first
sentence of GASB Statement No. 34 Paragraph 67 actually states: “Enterprise funds may be used to
report any activity for which a fee is charged to external users for goods or services.” The balance of this
Paragraph 67 establishes the activities required to be reported as enterprise funds if any of the criteria
in clauses {a) — {¢) are met. This Paragraph 67 also states: “Governments should apply each of these
criteria in the context of the activity's principal revenue sources.” There is no inference in this Paragraph
67 to suggest that any government that is not “required” to use Enterprise Fund accounting and
reporting MUST use standard governmental fund reporting. GASB No. 34 Paragraph 67 and its clauses
clearly state when Enterprise Funds are mandatory and when their utilization is an option,
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6. Page 8, Third Complete Paragraph, Line 3: “If the general improvement district contemplated creating
a major special revenue fund, then at least 20% of the total inflows reported in the fund must be
restricted and/or committed to the purpose for which the fund was created.” There is no footnote 1o
source this statement.

I respectfully request your review of the above with emphasis on items #3 through #5 as it has a major
impact on how Incline Village General Improvement District or any GID may have interpreted the
Guidance Letter. it may be apparent from an in-depth analysis, that the provider of these almost
breathless paragraphs for the Example of a Nevada GID may not have a complete and accurate
understanding of Nevada Revised Statutes and relevant GASB Statements. There appears to be minimal
evidence presented by the provider 1o substantiate that proper criteria has been applied to determine if
a Nevada General Improvement District Fund qualifies as a Special Revenue Fund.

Thank you in advance for your consideration.
Clifford F. Dobler
Resident of Incline Village, NV

775-722-4487
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Guidance Letter 15-002

Date:  October 27, 2015

To: County Finance Officers

From: Terry E. Rubald, Deputy Executive Director, Department of Taxation

CC: Commitiee on Local Government Finance, Marvin Leaviti, Chairman
Deonne Contine, Exgcutive Director, Department of Taxation

Kelly Langley, Supervisor, Local Government Finance, Division of Local Government Services

Subject: Special Revenue Funds and Enterprise Funds

SUMMARY:

This Guidance Letter recognizes Governmental Accounting Standards Board (“GASB”) Statements,
including but not limited fo, No. 33, "Accounting and Financial Reporting for Nonexchange
Transactions;” No. 34, “Basic Accounting Standards and Management's Discussion and Analysis” and
No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions” are appropriate standards
for the preparation of financial statements for all funds and comply with the requirementis of NRS
354.612(2) as generally accepted accounting principles. [n addition, this Guidance Letter discusses the
nature and use of special revenue funds and enterprise funds, and provides examples.

This Guidance Letter does not change any inferpretations of any existing general accounting
principles followed by a local government. The purpose in issuing this Guidance Lelfer is to
raise awareness about differences befween using special revenue fund and enterprise fund
accounting, by highlighting and discussing certain GASB statements in relation fo Nevada faw.

AUTHORITY FOR THIS LETTER:

NRS 354.472(1)(d). One of the purposes of the Local Government Budget and Finance Act is to
provide for the conirol of revenues, expendifures and expenses in order fo promote prudence and
efficiency in the expenditure of public money. NRS 354.812(2) requires fund financial statements and
other schedules 1o be prepared in accordance with generally accepted accounting principles.

Guidance Letter 15-002 was approved by the Committee on Local Government Finance on October 27,
2015.

APPLICATION:

The Department finds that Governmental Accounting Standards Board ("GASB”) Statements, including
but not limited to, No. 33, “Accounting and Financial Reporting for Nonexchange Transactions;” No. 34,
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“Basic Accounting Standards and Management's Discussion and Analysis” and No. 54, “Fund Balance
Reporting and Governmental Fund Type Definitions” are appropriate standards for the preparation of
financial statements for all funds and comply with the requirements of NRS 354.612(2) as generally
accepted accounting principles.

Based on the definitions of proprietary fund and special revenue fund found in NRS 354.553 and
354.570, as well as GASB No. 34, a special revenue fund is a type of governmental fund, whereas an
enterprise fund is a type of proprietary fund." In either case, the level of financial reporting must be
based on a determination of whether the special revenue fund or the enterprise fund is a major or non-
major fund.? The criteria for designation as a major fund is measured by whether the total assets,
liabilities, revenues, or expenditures/expenses of the individual special revenue fund or enterprise fund
are at least 10 percent of the corresponding total for all funds of that category or type. In addition, the
total assets, liabilities, revenues, or expenditures/expenses of the individual special revenue fund or
enterprise fund must be at least 5 percent of the corresponding total for all governmental and enterprise
funds combined.®

When establishing a new fund, it is important to examine the activities that meet the criteria for using a
particular kind of fund. For example, a governmental fund, such as a special revenue fund, generally
has activities which are financed through taxes, intergovernmental revenues, and other non-exchange
revenues. In a nonexchange transaction, a government gives (or receives) value without directly
receiving {or giving) equal value in return, as opposed to an exchange transaction, in which each party
receives and gives up essentially equal values.* Business-type activities financed in whole or in part by
fees charged to external parties for goods or services are usually, but not always, reported in enterprise
funds.® An enterprise fund essentially reports exchange transactions.

GASB No. 34, {78 outlines the financial statements required for governmental funds, inciuding a
balance sheet and statement of revenues, expenditures, and changes in fund balances. GASB No. 34,
9191 indicates the required financial statements for a proprietary fund include a statement of net assets
or balance sheet; a statement of revenues, expenses, and changes in fund net assets or fund equity;
and a statement of cash flows.

Enterprise Funds

NRS 354.517 defines an enterprise fund as a fund established o account for operations (1) which are
financed and conducted in a manner similar to the operations of private business enterprises, where
the intent of the governing body is fo have the expenses (including depreciation) of providing goods or
services on a continuing basis to the general public, financed or recovered primarily through charges to
the users; or (2) for which the governing body has decided that a periodic determination of revenues
earned, expenses incurred and net income is consistent with public policy and is appropriate for capital
maintenance, management control, accountability or other purposes.

Similarly, §i67 of GASB Statement No. 34 states that an enterprise fund may be used fo report any
activity for which a fee is charged to external users for goods or services. In addition:

Activities are required to be reported as enterprise funds if any one of the following criteria is met.
Governments should apply each of these criteria in the context of the activity’'s principal revenue
sources.

'See complete statutory reference for NRS 354.553 and 354.570 at the end of this Guidance Letter. See also, 63,
964, 966, §67, GASB Statement No. 34 (June 1999), pR.23-26.

2975, GASB Statement No. 34 (June 1999), p. 28.

> 476, GASB Statement No. 34 (June, 1999), p. 28.

i 97, GASB Statement No. 33 (December, 1998), p. 3.

> q15, GASB Statement No. 34 (June, 1999), p. 9.
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a. The activity is financed with debt that is secured solely by a pledge of the net revenues from
fees and charges of the activity. Debt that is secured by a pledge of net revenues from fees
and charges and the full faith and credit of a related primary government or component unit—
even if that government is not expected to make any payments—is not payable solely from
fees and charges of the activity. (Some debt may be secured, in patt, by a portion of its own
proceeds but should be considered as payable “solely” from the revenues of the activity.)®

b. Laws or regulations require that the activity’s costs of providing services, including capital
costs (such as depreciation debt service), be recovered with fees and charges, rather than
with taxes or similar revenues.

¢. The pricing policies of the activity establish fees and charges designed {0 recover ifs costs,
including capital costs (such as depreciation or debt service).

Footnote 33 to Y67 states that:

These criteria do not require insignificant activities of governments to be reporied as enterprise
funds. For example, state law may require a county’s small claims court to assess plaintiffs afee fo
cover the cost of frivolous claims. However, taxes, not fees, are the principal revenue source of
the county’s court system, and the fees in guestion cover only the cost of frivolous small claims
court cases. |n this case, the county would not be required to remove ifs court system or the
small claims court activity from its general fund and report it in an enterprise fund. Conversely, a
state depariment of environmental protection regulation may require a water ulility to recover the
costs of operating its water plant, including debt service costs, through charges 1o its
customers—the utility's principal revenue source. Because these charges are the aclivily's
principal revenue source and because the water utility is required fo recover its costs, the utility
should be reported as an enterprise fund.

In explaining enterprise fund reporting requirements, GASB 34, {1387 states that:

Perhaps most significantly, this Statement makes clear that enterprise fund reporting should be
used for any activity that is financed with debf secured solely by net revenue from its fees and
charges to external users. Enterprise fund reporting is also required for any activity that operaies
under faws or regufations requiring that its costs of providing services, including capital costs
{(depreciation or debt service), be recovered with fees and charges. The final criterion—
requiring enterprise fund reporting for any activity for which management establishes fees and
charges, pursuant fo its pricing policies, designed to recover its costs of providing services,
including capital costs—is similar to the existing criterion. However, it adds an element of objectivity
by basing the standard on established policies rather than management’s intent. Further, this
Statement makes clear that all criteria for required use of enterprise fund reporting should be
applied only in the context of an activity's principal revenue sources. For example, paragraph
67a requires an activity to be reported as an enterprise fund if the activity is financed by debt
secured solely by a pledge of the net revenue from fees and charges of the activity. To apply
the principal revenue source test in relation fo this criterion, a government should compare an
activity's pledged revenues io its total revenues.

®In practice, there are exceptions. For example, sometimes general obligation (GO} backing is needed for
enterprise funds in small rural communities so a lower interest rate can be obtained from the state bond bank. Using
GO backed revenue bonds does not automatically require a change from an entetprise fund t0 a special revenue

fund.
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Examples of an Enterprise Fund
Background

A general power of a county is acquire, improve, equip, operate and maintain a variety of projects,
including sewerage and water projects. NRS 244A.057. The Board of County Commissioners may
issue special obligation bonds to acquire, improve and equip any sewerage or waler project. NRS
244A.0587. A county may charge license fees or other excise faxes to acquire, operate and maintain a
project, and ensure that revenue obligation bonds are paid. NRS 244A.063.7

For example, the Douglas County Board of County Commissioners established the Carson Valley
Water Utility Fund by resolution adopted May 3, 2012. See Appendix for Exhibit 1, Resolution No.
2012R-037. The Board resolved fo use the existing working capital from four individual water utility
funds to establish a consolidated water utility fund and further resolved to recover the costs of operation
of the water system, including overhead, through user charges, without producing any significant
amount of profit in the long run. The new Water Utility Fund is designed fo account for all revenues and
all charges related to the consolidated operations, management and rate setling of four legacy utilifies.

Analysis

In this example the Douglas County Board of County Commissioners has the authority to establish an
enterprise fund pursuant o NRS 354.612. The resolution meets the conditions in NRS 354.812 for an
enterprise fund. For instance, subparagraph 4 requires the local government fo furnish working capital
for the fund which the resolution addressed by transferring the working capital from four legacy utilities
to the current fund. In addition, NRS 354.612(4) requires the recovery of the costs of operation,
including overhead, without “producing any significant amount of profit in the long run.” This objective
was also included in the resolution and specifically referenced “user charges” as the means by which
operation costs would be recovered, The resolution was consistent with the authority provided in NRS
Chapter 244A,

*User charges” take the form of water usage fees and connection charges. Payment by water users of
usage fees and connection charges are exchange transactions because each party gives up and
receives something of equal value. Rates are typically set to recover costs of operation and
maintenance. This meets the definition of GASB 34 § 67(c) requiring the use of an enterprise fund
when pricing policies for fees and charges are designed to recover costs.

Special Revenue Funds

GASB Statement No. 54 “Fund Balance Reporiing and Governmental Fund Type Definitions,”
updates the definitions of governmental fund types, with the most significant changes related to
special revenue funds. The nature of a special revenue fund is discussed at Paragraph 30:

30. Spercial revenue funds are used to account for and report the proceeds of specific revenue
sources that are restricted or committed to expenditure for specified purposes other than debt
service or capifal projects. The term “proceeds of specific reventie sources” establishes that one

? Cities have similar authority. A general power of a city is to acquire, improve, equip, operate and maintain a
variety of projects including sewerage and water projects. NRS 268.730. A city may defray the cost of
acquisition, improvement and equipment through general obligation bonds, which may be payable from taxes and
further secured by a pledge of other revenues derived from any other income-producing project of the city. NRS
268.732. A city may charge license fees or other excise taxes to acquire, operate and maintain a project, and
ensure that revenue obligation bonds are paid. NRS 268,738
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or more specific restricted or committed revenues should be the foundafion for a special
revenue fund. Those specific restricted or committed revenues may be initially received in
another fund and subseguently distributed o a special revenue fund. Those amounts should not
be recognized as revenue in the fund initially receiving them; however, those inflows should be
recognized as revenue in the special revenue fund in which they will be expended in
accordance with specified purposes. Special revenue funds should not be used to account for
resources held in trust for individuals, private organizations, or other governments.

GASB Statement No. 54 abandons the reserved and unresetved classifications of fund balance and
replaces them with five new classifications. non-spendable, restricted, commitied, assigned and
unassignhed. These classifications will indicate the level of constraints placed upon how resources can
be spent and identify the sources of those constraints.

The terms “restricted” or “committed” are references to constraints placed on the use of the revenue
source. For example, a fund balance is “restricted” when the consiraints are either exiernally imposed
by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other
governments; or imposed by law through constitutional provisions or enabling legislation.® A
“‘committed” fund balance includes amounts that can be used only for the specific purposes defermined
by a formal action of the government's highest level of decision-making authority. “Committed”
amounts cannot be used for any other purpose unless the government removes or changes the
specified use by taking the same type of action, such as legislation, resolution, or ordinance, which was
employed to previously commit those amounts. A commitied fund balance also should incorporate
contractual obligations to the extent that existing resources in the fund have been specifically
committed for use in satisfying those contractual requirements.®

in the past, special revenue funds were reported in instances where there was a specific spending
purpose, but not necessarily a specific revenue source. The new definition of a special revenue fund
means that local governmenis need to evaluate resources received to determine if they qualify for
reporting in a special revenue fund. An activity may no longer be reported as a special revenue fund
based only on management's desire to account for it separately. For all major special revenue funds
reported, focal governments will need to disclose the purpose of the fund and the revenues and other
resources reporied in the funds in the notes to the financial statements.

Please note that the change in classifications of fund balance and special revenue fund
financial statement reporting requirements detailed in Statement No. 54 dces not require
changes in the way a local government budgets and infernally accounts for special revenue
funds; and the Departiment has not changed the budget reporting forms fo reflect the new
classifications.

In addition, GASB Statement No. 54 states at Paragraph 31:

The restricted or commitied proceeds of specific revenue sources should be expected to
continue to comprise a substantial portion of the inflows reported in the fund. Other resources
(investment earnings and transfers from other funds, for example) also may be reported in the
fund if those resources are resticted, commitied, or assigned o the specified purpose of the
fund. Governments should discontinue reporting a special revenue fund, and instead report the
fund's remaining resources in the general fund, if the government no longer expects that a
substantial portion of the inflows will derive from restricted or committed revenue sources.

Local governments may use the following calculation to determine whether an activity would qualify for
reporting as a special revenue fund:

Substantial portion of inflows = {restricted revenues + committed revenues)

$q34, GASB Statement No. 34 {June 1999), p. 16. See also 8, GASB Statement No, 8 (February 2009), p. 4.
® €10, GASB Statement No. 10 (February 2009), p. 5.
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Total Inflows reported in the fund

In the calculation, restricted revenues are defined as resources externally restricted or having
restrictions imposed by internal enabling legislation {same definition as restricted net assets used in
government-wide reporting). The committed revenues are resources with constraints imposed by the
highest level of the government, where the constraints can be removed only by a similar action of the
same governing body. Total Inflows are defined as the inflows of all financial resources. Total
inflows will include transfers and other financing sources such as debt issuances.*°

“Substantial portion” of inflows is not defined in Statement No. 54, however, the Government Finance
Officers Association has indicated “around 20 percent’ is reasonable for justifying a special revenue
fund; and it is a commonly used threshold. Local governments also heed to consider factors such as
past resoxérce history, future resource expeciations and unusual current year inflows such as debt
proceeds.

An example of how o analyze or “prove up” whether the fotal revenue sources are substantially
restricted, committed or assigned to the specified purpose of the fund is attached as Exhibit 2 from
Churchill County. If the analysis shows that the restricted and committed resources are less than 20%,
then the local government can take action to remedy the situation by going through the process of
formally committing additional resources so that the inflow of resiricted and committed resources
represent a substantial component of the total inflow.

Examples of Special Revenue Funds

Two examples of a special revenue fund may be found in the Appendix of this Guidance Letter. The
first example is a special revenue fund for a landscape maintenance district created by resolution
adopted by the Douglas County Board of Commissioners, See Exhibit 3 in the Appendix. In this case,
the initial financing source is a developer funded security deposit and subsequent revenue will be
annual assessments levied on benefiting properly owners. The revenue will be restricted fo
expenditures for improvements or maintenance of parcels within the district.

A second example of a special revenue fund is the “Infrastructure Fund” created by resolution adopted
by the Carson City Board of Supervisors. See Exhibit 4 in the Appendix. The revenue source is a sales
tax of one-eighth of one percent (0.125%). The proceeds of the tax may only be used to fund certain
public infrastructure projects identified in the Plan of Expenditure adopted by the Board of Supervisors
on April 17, 2014.

In both examples, the revenue source meets the definition of a “committed” fund source because the
governing board took formal action to restrict the use of the revenue. However, we would need more
information to determine whether those commitied funds represent a “substantial® portion — at least
20% - of the total revenue inflow.

Example of a Special Revenue Fund — Or is jt? — Fire Districts

Background

A fire protection district formed pursuant to NRS Chapter 474 may sue and be sued; arbitrate claims;
and contract and be contracted with. NRS 474.125. In addifion, a fire protection district may impose a
property tax rate not to exceed 1 percent of the assessed value within the district, including net
proceeds, to cover the costs of establishing, equipping and maintaining the district with fire-fighting
facilities. NRS 474.180. Under NRS 474.200(3), iwo separate funds must be created for the district,

12 Washington State Auditor’s Office, “GASB Statement 54 — Focusing on Special Revenue Funds,” page 37, accessed 4-17-
15 at htip://digitalarchives.wa.cov/WA Media/do/BE 16 7T9E72FS5484784D2834 ACAG4AEQQE pdf

Y Thid, p. 37 and New York Division of Local Government and Schoo! Accountability, “Fund Balance Reporting and
Governmental Fund Type Definitions,” p. 5, accessed 4-17-15 at hitps://osc.state.ny.us/localpov/pubsireleases/gash54.pdf
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an operating fund and a district emergency fund. The district emergency fund must be used solely for
emergencies and must not be used for reguiar operating expenses. in addition, the district may issue
bonds for purchase of equipment and acquisition of property; and may levy a tax sufficient to pay for
the bonds. Under NRS 474.300(4), proceeds of the tax levied for debt service must be placed in a
special fund to pay the principal and interest on the bonds.

Analysis

Clearly the property taxes in this example are imposed non-exchange revenues resulling from an
assessment on property. This is a characteristic of a governmental fund rather than a business-entity
type fund.

Next, the analysis should consider whether the governmental fund is a special purpose fund. As
discussed in GASB No. 54, T 30, a special revenue fund is used to account for and report the proceeds
of specific revenue sources which are restricted or committed to expenditure for specified purposes
other than debt service or capital projects. In this example, the district may levy a tax to pay for bonds
for equipment and property, so the revenue received for debt service does not necessarily mean the
fund is a special revenue fund.

NRS 474.200(3) requires a portion of the property tax o be deposited in the district emergency fund,
and the fund must be used solely for emergencies. In this case, the property tax revenue source
appears to be restricted for a specified purpose other than debt service or capital projects. “Money
collected to meet unforeseen emergencies” appears {0 be a restriction.

Further analysis is needed, however, because the emergency fund may still not qualify as a special
revenue fund. This is so because the uses which may be made from the emergency fund need o be
defined in order to determine whether the fund balance should be reported as restricted or committed.

Some governments formally set aside amounts in governmental funds under formal stabilization-type
policies that can be expended only when certain specific non-routine circumstances exist. For
example, typical purposes for which stabilization fuhds are set aside include emergency sifuations;
unanticipated significant revenue shortages or budgetary imbalances; working capital needs;
contingencies; and others. The authority for such funds generally is derived from statute, ordinance,
resolution, charter, or constitution™, as in this example.

For purposes of reporting fund balance, stabilization amounts should be reported in the general fund as
restricted or committed if they meet the criteria set forth in GASB Statement No. 54, as amended,
based on the source of the constraint on their use. Stabilization arrangements that do not meet the
criteria {0 be reported within the restricted or committed fund balance classifications should be reported

as unassigned in the general fund.

In this example, the source of the emergency fund is a portion of the property tax rate and is restricted.
However, GASB 54 states that “a stabilization amount that can be accessed in an emergency would not
qualify to be classified within the committed category because the circumstances or condifions that
constitute an emergency are not sufficiently detailed. If the revenue from the property tax is restricted
or committed, then the emergency fund qualifies as a special revenue fund. If the source is not
restricted or commiited, then the stabilization arrangement discussed above applies.

Example of Application of Criteria o determine whether Fund is an Enterprise Fund or a
Special Revenue Fund

Nevada General Improvement District

2 920, GASB Statement No. 54 (February 2009), p. 9.
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NRS 318.197 permits a governing board of a general improvement district to fix rates, tolls or charges
other than special assessmentis, including but not limited to, service charges and standby service
charges, for services or facilities furnished by the district. NRS 318.187 is permissive rather than
mandatory in that the governing board “may” fix rates, tolls or charges to cover the costs of services or
facilities furnished.

The board may “pledge the revenue for the payment of any indebtedness or special obligations of the
district.” Such rates and tolls constitute a perpetual lien on and against the property served, and may be
collected on the tax roll together with the county’s general taxes (NRS 318.201). In addition, NRS
318.225 grants the governing board the power and authority to levy ad valorem taxes. NRS 318.275
permits the district to borrow money and issue GO bonds, revenue bonds, and special assessment
bonds. Revenue bonds issued for the purpose of acquiring or improving facilities appertaining to the
basic purpose of the district must be made payable solely out of the net revenues for any and all of the
income-producing facilities and services provided by the disfrict (NRS 318.320). General obligation
bonds and other general obligation securities payable from general property taxes may be additionally
secured by a pledge of and lien on net revenues. (NRS 318.325).

evada statutory framework for general improvement

disiricts, since a general improvement dIS rict is ed to recover costs through rates, toils, or
8.318.197. an enterprise fund is not required to be used. However, if the general
improvement district’s activity is financed with debt that is secured solely by a pledge of the net revenuss
from fees and charges of the activity, then it would be required to use the enterprise fund accounting.
This would be the case if the district issued revenue bonds pursuant to NRS 318.320. If the district’'s
activity is financed with debt secured by both taxes and user fees, then it is not required to use enterprise
fund accounting, as would be the case under NRS 318.325 for GO bonds secured by taxes or a
combination of taxes and fees. Finally, under [67(c), if the pricing policies of the district for the fees and
charges are designed to recover its costs, including capital costs (such as depreciation or debt service),
then enterprise fund accounting must be used.

1 the general improvement district did not meet the conditions requiring the use of enterprise fund
accounting pursuant to GASB Statement No. 34, 1{67 then standard governmental fund reporting must

be used. If the general improvement district cgntgmpia;eg creating g major special revenue fund, then
t 20% of the total

at least 20% of the fotal inflows reported in the fund must be restricted and/or committed to the purpose
for which the fund was cm%emm
of the special revenue fund rather than the general fund. Total inflows include restricted revenues,
committed revenues, fransfers in and any other financing sources.

If you have any questions about this guidance letter, please call the Local Goevernment Finance Section of
the Division of Local Government Services, Department of Taxation at (775) 684-2100.

WEBSITE LOCATIONS:

Nevada Revised Statutes (NRS):  http://www.leg.state.nv.us/NRS/

Nevada Administrative Code: http://www leg state.nv. us/NAC/CHAPTERS html

Department of Taxation Guidance lefters: http://www tax.state.nv.us; then select “Publications;” then select Assessment
Standards Publications and “Guidance letters.”
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Memoranduin -June 1, 2016
Tor WEID Board of Trustees
Froty  Clifford E-Debler

Re Facility'Fee Clarification Memo dated May 23,2016 1o Trustee Phil Horan, Audit Committes
Chair from Danlel Carter, Pariner of Eide Bailly LLP-

Five months ago, after completingthe indegendent audit of the Distfict’s 2015 CAFR, MY, Carter stated
thiat the Recreation Fagility Fee -and Beach Facility Feewere “actually tectinically a tax.t’s collected by
the Washoe County Assessor's Office-and remitted 1o you guys slong with regular property. tases soThe:
fact that there's a restriction-onthe.use of that tax money is exactly what aspecisl revenue fund is used
for,” Lessthana weekago, Mr. Carter choseta correct thisstatement by claiming e Facifity Fess, are
notatax but an “imposed non-exchange tévenie " and “classification of imposed non-exchiange
transaction may be more appropristely accounted forina special.revenue fund.” Upfortunately, this is
Nir. Carter's seconid mistake. ‘To be clear,@is defined in GASB Statement No. 33, nion-exchange
transactions Tnvolve the government giving ot receiving value withotit directly receiving (orgiving) equal
valge in.exchange. Examglesofnon-exchange revenues include property {ad valoram)taxes, fihes and,
penalties and property forfettures,

Standby and Service Charges or visited the District’swebsite:detsiling the Recreation Privileges for
Parcels assessed the Recreation Fee and Beach Fee he would havé known that these feésarein fact
exchange transactions, You as Trustees affirm annually that our Regreation Fees allow us the availability
and use of the Incling Village Championship and Mouritain Golf Courses, Dismond Peak; tennis courts
andother recreaﬁonaiépmpertiesta'nd facilities. In-addition, we receive reduced.rates for season passes
and reduced daily rates —all benefits which inure to the owners.of properties assessed. 'You also state
that we are-directly benefited in a Fair and reasonable viay forthe sumswe are charged.

Neither the Board, nor Mr. Carter could possibily conclude that the District.colliscts the Recreation
Fadiiity and Beach Facility Fees and provides nothing in réturn, To relabel these Fees a5 “non-exchange
revenues” to justify the use of special revenue funds is 2 contoriion of logic worthy of an acrobat. A
CPA would recognize that values are iii-fact exchanged. Asthe [ead partner of Eige Bailly auditing the
revenue Tor the activities 6fthese Funds are the fees and rates charged to external usérs of ifs goods or
services. Both Funds are financed.and conducted in a manner similar to the operations of private
business enterprises and Enterprise Fund Accounting and Reporting should be used,

Attachmenis: Exhibit A - Facility Fee Clarification Memo from Danjel Carter dated May 23,2016
Exhibit B - Resolition No. 1847

oo Eide Bailly ~ Risk Management

Department of Taxation 7 ’( 1 /
L
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EideBailly

Memo

Ta: Phil Horan; Chalrmarn. »
fnching Village Geners! mprovement District Audit Committes

FroTi Daniel Carter, Partner
Eide Bailly LLP

Date: May 23, 2016

Subject:  Facility Fee Clarification

Eide Bailly presenited ot June 30, 2015 sudit répoit o the Audit Cammjttee of the Incling Village General
Improvernent District arthe December 15,7015 meeting. At this meeting a question was raised regarding the
transition from enterprise fund accountinig o governments! Fund 2ccounting. During iy explanation of the uge-
of governmeiital fund scceunting, specifically as it relates to utilization of special revenue funds toaccount for
the Eacility Fee, | referrad to the Facility fee as admx. This'was an incoriect stetement reslfing fromyan sttempt
to simplify thediscussion of thediffererices betweer exchange feesand imposed non-exchange revenues. By
way of dlarification | offér the following expandedexplanation.

Enterprise fund accounting s grimariiv used when exchange fees {for éxample, the fée 10 play s reund of golf).
support the fund so that Tt is expected tobe self-sustaining. lmposed non-exchange revenues result from
assessments imiposed by gavernments pn idividuals {for example; property tay or other assessment).
Classification-ofimpused non-exchianige transaction may be more appropristely accounted forina special
revenue fund.

While the Facility Fee meets the definition of &1 imposed non-exchange revenue it is not a'tax. The Facility Fee
is & charge pursuant to NRS 318.457 and collected on the tax roll pursuantto NRS 318.201.

www .eidebailly.cem Pogz | 1
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RESOLUTION §i0. 1847

A RESOLUTION APPROVING THE REFORT
FOR COLLECTION ON THE WASHOE COUNTY TAX ROLL
OF RECREATION STANDEY AND SERVICE CHARGES
{ALSD KNOWN AS RECREATION FACILITY FEE AND BEACH FACILITY

FEE)

RESOLVED by the Board of Trustées of the incline Village General
Improvermert District, Washoe Courify, Nevada, that

WHEREAS, pursuant to Resclitions No. 419 and 420, as amended, and

the order of this Board, a feporl entiled "Repert for Collection on the County

Tax Roll of Re¢reation Standby and Service Charges” has been prepared and

filed with this Board, a re;mr% on recreation fees fo be collected for the fiscal
year - 201617 for the Use of Bumi Cedar and Incline Beaches and for the
avaiability of use of the Incline Village Championship and Mouniain Golf
Courses, Diamond Peak, fennis courls, and other recreational properties and
facilites for the District and its people;

WHEREAS, this Board has examined said report and finds the same fo
be sufficient for furiher proceedings in relation thereto:

WHEREAS, it is proposed that the charges contained in said report be
collected on the general County fax roll on (in fwo separafe and distinet lines
jterns identified as Recreation Facility Fee and Beach Fatility Fee) which
general District taxes are to be collested for said year:

WHEREAS, on April 27, 20186, this Board adogled itz Resolution No,
1848, A Resolution Preliminarily Approving The Report For Collection Of
Recreation Standby And Service Charges, wherein it fixed May 18, 2018, at

5:30 p.m. at the Chateau, 955 Fairway Boulevard, Incline Viliage, Nevadz, as

the fime and place when and where the Board would hesr said report and all
objections and protests, if any, to the report, and might revise, change, reduce
or modify any charge therein, and finally approve and adopt same.

WHEREAS, notice of said hearing has been given by publication once a
week for two weeks prior to the date of hearing, in the Norfh Lake Tahoe
Bonanza, a newspaper of general circulation printed and published within the

District.

< HIE AT
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EESOLUTIDN NO. 3847

A RESCLUTION APPROVING THE REPORT
FORCOLLECTION DK THE COUNTY TRX ROLL
‘OF RECREATION STANDEY AND SERVICE CHARGES
(ALSC KNOWIN A8 RECREATION FACILITY FEE AND BEACH EAGILITY. FEE)

TEcgEfﬁﬁf 4
WHEREAS, sald Board met at said time and place and __ {(%%)
person(s) appeared and ___ (X) person(s) protested agamsz ihe charges

made on their properly and agamst said repor, and the Board fully heard all
persons and considered all matters and was fully advised in the premises, -and
did by mofion revise, change, rédute or modify any of the charges therein
which, in its epinien, were so required i order that ssid charges be equitably
disfributed among the several parcels of properly contained in the report;

NOW, THEREFORE, IT IS ORDERED 25 follows:

1. That protesis were not made at or before said hearing by the owners
of & majority of separale parcels of property described in said report, and that
said Board has jurisdiction to take further pracesdings-in relation therete;

2. That sl revisions, changes, reduclions or medifications required, be
miadle in said report that are, jn the opinien of the Board, required 1o be made in
order that said charges be equitably distributed among the parcels of property
contained therein, and all other protests are overruled.

3. Thatsaid report contains all of the properties within the District that
will be benefited by being charged for the cosis of the acguisition,
administration, operation, maintenance and improvement of the recreational
facilities, including the improvements thereon, and of the serviging of honds
issued or to be jssued therefor,

4. The Board of Trustees finds that each parcel assessed pursuant to
this Resolution anid in its report for the collection on the Washoe County tax roll

of standby and service charges for the fiscal year 2016-17 is specifically

henefited as follows:

{s) Ordinance No. 7 sets forth in detail the specifics of the benefits

available o property owners of all properfies, whather improved or
unimproved.
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ESQLE}. }Uﬁ ML 1847

A RESOLUTION APPROVING THE REPOGRT
FOR COLLECTION ON THEDOUNTY TRX BOLL
OF RECREATION STANDBY ARD SERVICE CHARGES
(ALSO KHOWH AS RECREXTION FACILITY FEE AND BEACH. FACILITY FEE}

Fagek Zitd

{b) The Board specifically finds ihat the availabilify of the use of
VGID's beaches; boat launch ramp; Championship golf course;
Mountain golf course; tennis facilies; the Chateau, Diamond
Peak Ski Resort, and Recreation Cenier, including reduced rates
for season passes and reduced daily rates, are all benefits whish
mure ta the swners of izmpemes assessed hersuni:}er T‘he Snafd

,,,,,

wheiher ar mz ,thay are devefag:;ed

{g)} In conclusion, the Trustees find that the owners of the parcels set

forth herein are directly benefited in a fair and reasonable way for

the sums.which they are charged.

5. That the rates charged for natural, intinsic and fundamental
distinctions are reasonable in their relation o the object of the charges imposed
in said report, and that said charges have been apportioped in relation to said
natural, intrinsic, fundamenial and reasanable distinctions among said rates,

8. That said report, as revised, changed, reduced or modified, if any, is
herehy adopted and that all of the charges herein constifute a perpetual lien on
and against each of the parcels of properly in the amount set opposite their
description in said report, which lien is effeclive as of the date on which general
taxes for the fiscal year 2016/2017 become a lien.

7. The Secretary shall file with the Washoe County Treasurer 2 copy of
the report with a statement endorsed thereon over his signature that it has been
finally adopied by ths Board, and the Washoe County Treasurer shall enter the
amounts of the charges {in fwo separafe and distinct lines iterns identified as
Recreafion Facility Fee and Beach Facility Fee) against the respeciive lofs or
parcels of jand as they appearon the current Washoe County tax roll.

8. The Washoe County Treasurer shall include the amount of the
charges (in two separste and distinct lines items identified as Recreation Facility
Fee and Beach Facility Faee) on. the bills for taxes levied against respactive Iots
or parcels of land in said report, or, in his discretion, issue separate bills therefor
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AFESOLUTION AFPROVING THE REPDRT
FORCOLLECTIONON THE COUNTY TAX ROLL
OF RECREATION STANDBY SND SERVICE CHARGES
FALSOPKNOVIN AS RECREATION FAGILITY FEE AND BEACH FACILITY.FEE}

Fage 4of 4

and separate recaipts Tor collection on account thereof; and said amounts shall

be collecied af the same time and iIn the ‘sameé manner and by the same
perseng as, together with and not separstely from the: general taxes Tor the
District, and shall be: delinquent at the same tfime and thereafier be subject to
the same d&!;ﬁqueﬂz penalfies; and all laws agpk:;abis jo the levy, collection,
and enforcement of general taxes of the District, including, but not limited to,
those pertaining to the matlers of delinguency, correction, cancellation, refund,
redemiption and sale, are applicable fo such charges.

£ % = % F 0w % w ¥ % 0k F K ¥ ® R % F % * % F ¥

I hereby ceriify that the foregoing s a full, frue and correct cepy of 3 resolution
duly- passed and adopted at aregularly held meeting of the Board of Trustees of
the Ingling Village General Improvement Distiict on the 18th day of May, 2015,

by the following vote:
AYES, and n favor thereof, Trustees

NOES, Trustees
ABSENT, Nons

sz :Caiiicrgieu
Secretary, IVGID Board of Trustees
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September 19, 2016

TO: State of Nevada Department of Taxation

With copies to: IVGID Board of Trustees and leff Strand - Eide Bailly Risk Management
From: Clifford F. Dobler and Linda Newman

Re: Improper reporting of Revenues in order to satisfy conditions of GASB No 54

incline Village General Improvement District ("IVGID') has filed with the Nevada Department of Taxation
annual budgets on form 4404LGF for fiscal year June 30, 2016 and June 30, 2017. Within the budgets
the reporting for the operations of Community Services and the Beach where changed from Enterprise
Funds to Special Revenue, Capital Project and Debt Service Funds based on a resolution establishing the
new funds passed by the Board of Trustees of IVGID on May 21, 2015.

Based on the definitions of special revenue funds, capital project funds and debt service funds as
provided in GASB Statement #54 on paragraphs 30 to 34, the type and amount of revenues received by
IVGID in these funds would NOT allow IVGID to account and report the activities of Community Services
and the Beaches as Governmental Funds.

Failed justification for imposed non exchange transactions

In justifying the decision to change the accounting and reporting, IVGID staff determined that the
Recreational Standby Fee assessed annually to each parcel owner and the Beach Fee assessed annually
to the same parcel owners except 428 parcels whose owners do not have beach access, somehow
changed overnight from charges for services ("exchange revenues') to a community support fee
("imposed non exchange revenue') thereby allowing the accounting and reporting to change from
Proprietary Fund accounting and reporting to Governmental Fund accounting and reporting .

This thinking to arbitrarily change the descriptive character of the two Fees cannot be supported by any
actual facts. Each year when assessing the Recreational Standby Fee and the Beach Fee the Board of
Trustees approves how each Fee will be allocated to pay for operating expenses, capital projects and
debt service and passes a resolution stating (page 3 item 4c of Resolution No 1837) "In conclusion, the
Trustees find that the owners of the parcels set forth herein are directly benefited in a fair and
reasonable way for the sums which they are charged”.

Each year a parcel owner is entitled to obtain 5 Recreation Passes or Recreation Punch Cards in any
combination in exchange for their payment of the Recreation Standby Fee and Beach Fee. If the parcel
owner decides to receive Recreation Passes then a lower fee can be obtained at the various
recreational venues and free access to the beaches. If the parcel owner decides to receive Recreation
Punch Cards the parcel owner receives $166.00 in prepaid funds which can be used to buy down the
guest rates to the resident rates, established by IVGID for the various recreational venues. In addition, at
any time, a resident can decide to purchase additional Recreational Punch Cards for $166.00 per card. it
is quite obvious that each parcel owner has a choice in determining what combinations of Recreation
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Passes or Recreation Punch Cards would be best to recoup the cost of the Recreational Standby Fees
and Beach Fees based on their anticipated use of their Recreation Passes or Recreation Punch Cards.

According to the approved budget for the year ended June 30, 2017, the Staff of IVGID states in the
Performance Measures (page 81-90) that the discounts to the community {as compared to market rates)

were and are projected as follows:

2015/2016 2016/2017

(est. Actual) (Budget)
Beaches/Parks and Recreation $255,900 $261,700
Diamond Peak Ski Resort $475,983 $375,550
Golf Courses $1,293,952 $1,002,340

In addition, in calendar year 2015 of the 172,000 visits to the beaches approximately 100,000 were
residents with free access which if the market price of $12.00 per adult was applied another $1,200,000

in "discounts” have occurred.

So to create the idea that the Recreation Standby Fee and Beach Fee are non exchange revenues cannot
be supported by the factual exchanges taking piace.

Understanding the definition of a Special Revenue Fund

Now let us study the definition of a special revenue fund in three parts as provided in GASB Statement
No 54.

Paragraph 30 - Special revenue funds are used to account for and report the proceeds of specific
revenue sources that are restricted or committed to expenditures for specified purposes other than
debt service or capital projects.

Once IVGID staff decided that the Recreational Standby Fee and the Beach Fee were the specific
revenue sources which were restricted or committed to expenditures for specified purposes then by
definition those specified purposes cannot be for debt service or capital projects. As such, the specific
revenue source must be limited only to that portion of the Recreational Standby Fee and Beach Fee
allocated for operations. The remaining portion for capital projects and debt service must be reported in
the Capital Project Fund and the Debt Service Fund. If properly reported the amount of revenues
reported in the Special Revenue fund would be SUBSTANTIALLY LESS then what has been reported on

the State budget forms the past two years.

Based on the two resolutions and budgets approved by the Board of Trustees for the fiscal years ended
June 30, 2016 and 2017 the Recreational Standby Fee and the Beach Fee has been restricted and
committed for three specific purposes in the following table below and as such should have been
reported as a revenue source in each fund. However the ENTIRE amount of the Fees were reported in
the Special Revenue Fund for the State Budget.
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Operations Capital Debt Reported to State

Special Rev Projects Service in Special Revenue Fund

Recreational

Standby Fee

2015-2016 $2,176,412 $2,520,056 $1,276,392 $5,972,860
2016-2017 $2,045,500 $2,618,240 $1,308,120 $5,972,860
Beach Fee

2015-2016 $580,800 $185,856 $7,744 $774,400
2016-2017 $580,800 $185,856 $7,744 $774,400

The Recreational Standby Fee and Beach Fee should have been allocated to the three funds established
above, HOWEVER the Staff of IVGID determined that the ENTIRE Fees should be reported as a revenue
source inthe SPECIAL REVENUE Fund and then make TRANSFERS from the Special Revenue Fund for
the amounts restricted and committed for Capital Projects and Debt Service Funds. THIS IS NOT THE
CORRECT ACCOUNTING AND REPORTING WHICH SHOULD BE DONE. The revenue restricted and
committed to each fund should be reported as revenue in each fund and not be grossed up in one fund
and then transferred out to another fund. This is in complete violation of complying with the definition
stated in GASB Statement No. 54

it should be noted that in the 2015-2016 Budget the Recreational Standby Fee and the Beach Fee were
reported as "Charges for Services" wherein the 2016-2017 reported both Fees as "Community Support".

Based on the restricted and committed revenue sources for Capital Projects and Debt Service there
should have been no reason for IVGID Staff to report the ENTIRE Recreational Standby Fee and Beach

Fee in the Special Revenue Fund.

So why was it done and not be in compliance with GASB Statement No.#54 definition for a Special

Revenue Fund?

GASB Statement No . 54 Paragraph 31 states: The restricted or committed proceeds of specific revenue
sources should be expected to continue to comprise a SUBSTANTIAL PORTION of the inflows reported in

the fund.

Since IVGID staff has determined that the specific revenue sources is the Recreational Standby Fee and
Beach Fee which have been erroneously considered be an imposed non exchange revenue sources then
these Fees would have to comprise a Substantial Portion of each Funds Revenues.

The Substantial Portion of inflows is not defined in GASB Statement No.54, however, the Government
Finance Officers Association has indicated "around 20%" is reasonable for justifying the use of a special
revenue fund and it is a commonly used threshold (see page 6 of Guidance Letter15-002 issued on
October 27, 2015 from Nevada Department of Taxation). Local governments may use the following
calculation to determine whether an activity would qualify for reporting as a special revenue fund:
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Substantial portion of inflows = (restricted revenues + committed revenues)

Total Inflows reported in the Fund

See pages 5 and 6 of Guidance Letter 15-002 dated October 27, 2015 for information about "Substantial
Portion". '

The problem and the IVGID Staff attempt to fake the 20% threshold .

For the two fiscal years ending June 30, 2016 and June 30,2017 the total inflows reported on the State
Budget forms 4404LGF for the Community Services Special Revenue Fund was 517,612,962 and
$19,586,160 respectively . These amounts included the ENTIRE Recreational Standby Fee rather than the
proper amount which excludes restricted and committed revenues for Capital Projects and Debt
Service . Adjusted to exclude the revenues for Capital Projects and Debt Service the total inflows would
be $13,616,514 and $15,678,800 respectively

Applying the Formula above to determine if the new "Imposed non exchange revenue" of the FEES
applicable only to a Special Revenue Fund would be a Substantial Portion of the Special Revenue Fund
Revenue results in the following:

Community Services Fund 2015-2016 2016-2017
Restricted and committed revenues $2,176,412 52,045,500
Total inflows Reported in the Fund (adjusted) 513,616,514 515,678,800
Substantial Portion of inflows 15.93% 13.00%

As can clearly be seen the Restricted and Committed revenues generated from the Recreational
Standby Fee applicable to the Special Revenue Fund DOES NOT CONSTITUTE A SUBSTANTIAL PORTION
OF THE INFLOWS TO QUALIFY THE ACCOUNTING AND REPORTING OF THE COMMUNITY SERVICES
ACTIVITIES AS A SPECIAL REVENUE FUND.

Applying the formula for the Beach Fund indicates that the Beach Fee would constitute a substantial
portion of the inflows based on the budgets for the same two years calculated as follows:

Beach Fund 2015-2016 2016-2017
Restricted and committed revenues | $580,800 $580,800
Total Inflows Reported in the Fund (adjusted) $1,556,900 51,589,700
Substantial Portion of inflows 37.30% 36.53%

The trick conspired by the IVGID staff was to report the ENTIRE Recreational Standby Fee and Beach Fee
revenue as the restricted or committed revenues for specific purposes INCLUDING CAPITAL PROJECTS
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AND DEBT SERVICE which is completely contrary to the Definition of a Special Revenue Funds under
GASB Statement No. 54. The reporting of the ENTIRE amount of the Recreational Standby Fee as
Revenue was a brash attempt to meet the requirement s that the Recreational Standby Fee for the
Community Services Special Revenue Fund constituted the substantial portion ("around 20%") of the

total inflows.

This reporting to the State was either a complete misunderstanding of GASB Statement No. 54 or
deliberate by the Staff of IVGID.

CONCLUSION

There is no doubt that the activities of the Community Services and the Beachs are business type
operations and should have continued to be reported under Priporitory Fund accounting as outlined
in GASB Statement # 34.

IVGID staff has failed to provide any credible evidence that the types of activities are Government
activities

To pivot from one form of accounting and reporting based on the idea that a single source of revenues
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Memorandum - October 26, 2016

To: IGVID Board of Trustees

From: Clifford F. Dobler

Re: Explanation of Revenue differences between budget reports
To be included in next board packet

After reviewing Dick Warren's memorandum on the multitude of different budgets which exist for the
fiscal year ended 6/30/2015, | can shed some light of one of the major reporting discrepancies which
may help solve some of the mistery.

The REVENUES for the community services and beach special revenue funds reported to the state do
not agree with the reports to citizens.

The reason is simple. Just look at page 13 and 14 of GASB #54. Passing a board resolution to meet legal
requirements for the formation of new funds does not change accounting and reporting requirements.

In order to qualify for reporting under special revenue funds, the proceeds of specific revenue sources
must be restricted or committed for specified expenditures and cannot be for CAPITAL PROJECTS AND

DEBT SERVICE.

In addition the specific revenue source must be a SUBSTANTIAL PORTION of all revenues of a fund. The
substantial portion has been considered to be around 20%.

IVGID staff considers the REC FEE and BEACH FEE to be the required specific revenue source.

The REC FEE and BEACH FEE must also be a non exchange revenue source which they are not and that
was mentioned to this board at the last meeting.

The REC FEE and BEACH FEE is approved annually by the BofT specifically for operations, capital projects
and debt service. Three separate and fixed amounts.

So then each authorized portion of the REC FEE and BEACH FEE would be budgeted into each of the
three separate funds. This is done correctly for reports to the citizens.

The state report however is the official report. IVGID has decided rather than follow GASB #54
appropriately it became necessary to report the ENTIRE REC FEE and BEACH FEES as Specific Revenue
Sources in order to reach the required "SUBSTANTIAL PORTION" of revenues to be considered a special

revenue fund.

If IVGID followed GASB #54, which it did not, and reported to the State the proper portion of the REC
FEE and BEACH FEE into the separate funds the SUBSTANTIAL PORTION requirement could not be
reached thus reporting Community Services activities under Special revenue funds could not be
considered and Enterprise accounting would be required.
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Historically for fiscal years 2011-2016 for Community Services activities the portion of the REC FEE
allocated to operations in relation to the total revenues was a low of 8.33% and a high of 15.46% never
reaching "around 20%" . Thus the REC FEE as a portion of the total revenues never achieved a
SUBSTANTIAL PORTION of around 20% to ever consider special revenue fund accounting and reporting.

The BEACH FEE allocated to operations in relation to the total revenues would be a SUBSTANTIAL
PORTION to consider special revenue fund accounting but fails because the BEACH FEE is an exchange

transaction thus not qualifying for special revenue accounting.
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Memorandum

Date: March 17, 2017

To: Kelly Langley, Supervisor, Local Government Finance, Division of Local
Government Services - Department of Taxation

From: Clifford F. Dob’ier and Linda Newman

Re: Errors and Misrepresentations in DOT Guidance Letter 15-002 Special
Revenue Funds and Enterprise Funds dated October 27, 2015

On January 4, 2017 via telephone conferencing Mr. Dobler reported to the
Committee on Local Government Finance that he had not received a response to
a Memorandum sent to Terry Rubald on June 4, 2016 and hand delivered on June
B, 2016. He followed up with an email request for a response on July 6, 2016 and
did not receive a reply before Ms. Rubald retired from the Department.

Mr. Dobler’s Memorandum addressed two inadvertent errors and four material
misstatements in the above referenced Guidance Letter. Of particular concern
was the factually incorrect statements in the Example of a Nevada General
Improvement District. Within the follow-up July 6, 2016 email he had asked for
the source of this Example. As Nevada Revised Statutes and GASB Statements
were misinterpreted and all the appropriate criteria for establishing a Special
Revenue Fund was not met, it was apparent that this Example could not have
been composed by the Department of Taxation.

As these errors and misstatements stand uncorrected, we respectfully request
your review of the Memorandum to address the six items in the Guidance Letter
which warrant revision. We also request the courtesy of a response with your

findings.

Unfortunately, we must report that Senior Management of our District, the
incline Village General Improvement District (IVGID), has improperly cited the
Guidance Letter Example as validating the conversion of two Enterprise Funds to
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Special Revenue, Capital Projects and Debt Service Funds. It has been cited by
Senior Staff and the Trustee Chair of the Audit Committee at public meetings to
arrest any challenges to the propriety of this conversion and may have been
instrumental in gaining the necessary Trustee votes to approve the District’s 2016
CAFR.

Treasurer Trustee Dent was kind enough to provide an excerpt from an email sent
by IVGID General Manager Steve Pinkerton. Presumably this email was also sent
to the entire Board of Trustees prior to their meeting to approve the 2016 CAFR.
In this email, General Manager Pinkerton highlighted the Nevada General
Improvement District Example used on Page 7 and 8 of Guidance Letter 15-002 to
substantiate the justification, validation and authority for the District to use
Special Revenue Funds to account and report the activities of the Community
Services and Beach Funds.

Trustee Audit Committee Chair Horan even stated at the February 8, 2017 IVGID
Board Meeting that the District’s practices are in compliance with the Guidance
Letter. At the same time the Guidance Letter states in the Summary that it does
not change any interpretation of any existing general accounting principles
followed by a local government. As such, compliance was not the purpose of the
Guidance Letter although the example was used to validate the District’s use of
Special Revenue Funds.

During the past 18 months, we reviewed all documentation relating to the Incline
Village General Improvement District’s implementation of the change of
accounting and reporting for the Community Services and Beach Funds from
Proprietary Enterprise Funds to Governmental Special Revenue, Capital Projects
and Debt Service Funds. Based upon all our research, including specific sections of
the Guidance Letter, there can be no doubt that the change could not have been
made if factual and complete information had been presented by IVGID Senior
Management to the Department of Taxation, the Committee on Local
Government Finance, the Board of Trustees, and the District’s Auditors.

We have submitted several comprehensive memorandums to the Committee on
Local Government Finance, the Department of Taxation, the IVGID Board of
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Trustees, the IVGID Trustee Audit Committee and Eide Bailly, the District’s
Independent Auditing Firm. These memorandums contained ample evidence of
the District’s misapplication of accounting principles and noncompliance with
Nevada Revised Statutes and GASB Statements 33, 34 and 54. All these
memorandums have failed to receive Trustee Audit Committee or Full Board
Review and we have never received a written response.

In place of addressing our allegations of the District’s failure to meet the criteria
for establishing Special Revenue Funds required by GASB Statements 33, 34 and
54 and NRS 354, Senior Management has used the DOT’s approval of the District’s
2016 Budget and the Guidance Letter as its defense when publicly questioned by
Trustees and other members of the community. It has also cited the Auditor’s
rendering of a “clean opinion” on the District’s financials. The scope of the Audit
did not include rendering an opinion on the District’s use of Special Revenue
Funds, nor, according to the Audit Engagement Letter, independently report upon
the District’s compliance with Generally Accepted Accounting Principles and
compliance with Nevada Law. On two occasions at Trustee Audit Committee
Meetings convened in December 2014 and December 2015 to approve the
District’s CAFR, the Audit Engagement Partner when questioned would not opine
on the change in accounting claiming it was a “management decision” and stated
the auditors would only audit the “back end” after the accounting change was

made.

Two of our Trustees, Matthew Dent and Tim Callicrate have taken the time to
review our Memorandums and relevant statutes and are convinced that the
accounting change was not appropriate. In fact, at the time these Governmental
Special Revenue Funds were established in May of 2015 on the same day the
Board approved the District’s FY 2016 Budget, Trustee Callicrate voted against
both motions.

On December 14, 2016 an IVGID Board of Trustees meeting was held to approve
the 2016 Comprehensive Annual Financial Report ("CAFR"} which presented the
financial statements of the Community Services and Beach Funds as

governmental accounting Special Revenue funds for the first time. Both Trustee
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Dent and Trustee Callicrate voted not to approve the CAFR based upon the
District’s improper formation of Special Revenue Funds and the abandonment of
Proprietary Enterprise Fund accounting .

From the time the Board approved the accounting change in December of 2014
for the preparation in late 2015 of the preliminary FY 2016 budget, only ONE of
the Board members that approved the accounting and reporting change
remained on the Board to vote on the approval of the 2016 CAFR. Over the two
year period EIGHT different Trustees either ended their term of service, resigned
before the completion of their term, were appointed to fill a vacancy or were
newly elected. It is quite apparent to us that most Trustees who were familiar
with the District’s historic Enterprise Fund accounting and reporting for the
Community Services and Beach Funds had serious questions about the District’s
creation of Special Revenue Funds and were skillfully misled into believing that
the Guidance Letter 15-002 Nevada General Improvement District Example on
pages 7-8 provided the validation 1o tacitly accept the change and to approve the
CAFR.

We believe that in the interest of accuracy and clarity, corrections be made to the
Guidance Letter. In the interim, we respectfully request that the Department of
Taxation alert the IVGID Board of Trustees that the Guidance Letter is a resource
10 raise awareness of the difference between Special Revenue Funds and
Enterprise Fund accounting and does not provide validation for the propriety of
any local government’s change in accounting and reporting.

cc: IVGID Trustee Treasurer Matthew Dent
cc: IVGID Trustee Secretary Tim Callicrate

cc: Committee on Local Government Finance
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#1
#2
#3

EXHIBITS
Guidance Letter 6-4-16 Memo to Terry Rubald from Cliff Dobler
Guidance Letter Follow-Up 7-6-16 Email to Terry Rubald from Cliff Dobler

Guidance Letter February, 2017 Emails Between Trustee Matthew Dent and Cliff
Dobler

IVGID 2016 CAFR Note 20
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Exhibit #1

Memorandum

Dated: June 4, 2016

To: Terry E. Rubald, Deputy Executive Director, Department of Taxation

From: Clifford F. Dobler

Subject: October 27, 2015 Guidance Letter 15-002 Special Revenue Funds and Enterprise Funds
Sent via e mail

Attached is a copy of the first eight pages of Guidance Letter 15-002.

After a detailed review, | noted six items which may warrant revision,

I have underlined the items in Red for easy identification:

1. Page 2, Second Complete Paragraph: The gquote from footnote #5 - the words "but not always" was
added. These three words are not found on page 9 of GASB Statement No. 34

2. Page 2, Footnote #1: The reference in Footnote #1 for GASB Statement No. 34 refers to pp25-26.
Page 27 relating to pricing policies was omitted although it is part of the text

3. Page 8, Second Complete Paragraph, Line 2: "since a general improvement district is not required to
recover costs through rates, tolls, or charges under NRS 318.197 an enterprise fund is not required to be
used.” This statement cannot be found in any part of NRS 318,197 nor does the content of the Statute
even imply such a statement.

4, Page 8, Second Complete Paragraph Lines 1-3: “Applying GASB Statement 34 Paragraph 67(a-c) to the
Nevada statutory framework for general improvement districts, since a general improvement district is
not required to recover costs through rates, tolls, or charges under NRS 318.197, an enterprise fund is
not required to be used. “ Taken in context with the misstatements noted above in item 3, neither NRS
318.197 nor GASB 34 Paragraph 67{a-c} substantiates this correlation and conclusion.

5. Page 8, Third Complete Paragraph, First two lines: “If the general improvement district did not meet
the conditions requiring the use of enterprise fund accounting pursuant to GASB Statement No. 34,
Paragraph 67, then standard governmental fund reporting MUST be used.” This is incorrect. The first
sentence of GASB Statement No. 34 Paragraph 67 actually states: “Enterprise funds may be used to
report any activity for which a fee is charged to external users for goods or services.” The balance of this
Paragraph 67 establishes the activities required to be reported as enterprise funds if any of the criteria
in clauses {a) — {c} are met. This Paragraph 67 also states: “"Governments should apply each of these
criteria in the context of the activity’s principal revenue sources.” There is no inference in this Paragraph
67 to suggest that any government that is not “required” to use Enterprise Fund accounting and
reporting MUST use standard governmental fund reporting. GASB No. 34 Paragraph 67 and its clauses
clearly state when Enterprise Funds are mandatory and when their utilization Is an option.
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6. Page 8, Third Complete Paragraph, Line 3: "If the general improvement district contemplated creating
a major special revenue fund, then at least 20% of the total inflows reported in the fund must be
restricted and/or committed to the purpose for which the fund was created.” There is no footnote to
source this statement.

I respectfully request your review of the above with emphasis on items #3 through #5 as it has a major
impact on how Incline Village General Improvement District or any GID may have interpreted the
Guidance Letter. it may be apparent from an in-depth analysis, that the provider of these almost
breathless paragraphs for the Example of a Nevada GID may not have a complete and accurate
understanding of Nevada Revised Statutes and relevant GASB Statements. There appears to be minimal
evidence presented by the provider {0 substantiate that proper criteria has been applied to determine if
a Nevada General Improvement District Fund qualifies as a Special Revenue Fund,

Thank you in advance for your consideration.
Clifford F. Dobler
Resident of Incline Village, NV

775-722-4487
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Guidance Letter 15-002

Date:  October 27, 2015

To: County Finance Officers

From: Terry E. Rubald, Deputy Executive Director, Department of Taxation

CC: Committee on Local Government Finance, Marvin Leavitt, Chairman
Deonne Contine, Executive Director, Department of Taxation

Kelly Langley, Supervisor, Local Government Finance, Division of Local Government Services

Subject: Special Revenue Funds and Enterprise Funds

SUMMARY:

This Guidance Letter recognizes Governmental Accounting Standards Board ("“GASB”) Statements,
including but not limited {o, No. 33, "Accounting and Financial Reporting for Nonexchange
Transactions;,” No. 34, “Basic Accounting Standards and Management's Discussion and Analysis” and
No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions” are appropriate standards
for the preparation of financial statements for all funds and comply with the requirements of NRS
354.612(2) as generally accepted accounting principles. In addition, this Guidance Letter discusses the
nature and use of special revenue funds and enterprise funds, and provides examples.

This Guidance Lefter does not change any inferpretations of any existing general accounting
principles foliowed by a local government. The puirpose In issuing this Guidance Leiter is to
raise awareness abouf differences befween using special revenue fund and enterprise fund
accounting, by highlighting and discussing certain GASE statements in relation to Nevada law.

AUTHORITY FOR THIS LETTER:

NRS 354.472(1)(d): One of the purposes of the Local Government Budget and Finance Act is fo
provide for the control of revenues, expenditures and expenses in order to promote prudence and
efficiency in the expenditure of public money. NRS 354.612(2) requires fund financial statements and
other schedules to be prepared in accordance with generally accepted accounting principles.

Guidance Letter 15-002 was approved by the Committee on Local Government Finance on October 27,
2015.

APPLICATION:

The Department finds that Governmental Accounting Standards Board (“GASB”) Statements, including
but not limited fo, No. 33, “Accounting and Financial Reporting for Nonexchange Transactions;” No. 34,
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“Basic Accounting Standards and Management’'s Discussion and Analysis” and No. 54, “Fund Balance
Reporting and Governmental Fund Type Definitions” are appropriate standards for the preparation of
financial statements for all funds and comply with the requirements of NRS 354.612(2) as generally
accepted accounting principles.

Based on the definitions of proprietary fund and special revenue fund found in NRS 354.553 and
354.570, as well as GASB No. 34, a special revenue fund is a type of governmental fund, whereas an
enterprise fund is a type of proprietary fund.” In either case, the level of financial reporting must be
based on a determination of whether the special revenue fund or the enterprise fund is a major or non-
major fund.> The criteria for designation as a major fund is measured by whether the total assets,
liabilities, revenues, or expenditures/expenses of the individual special revenue fund or enterprise fund
are at least 10 percent of the corresponding total for all funds of that category or type. [n addition, the
total assets, liabilities, revenues, or expenditures/expenses of the individual special revenue fund or
enterprise fund must be at least 5 percent of the corresponding total for all governmental and enterprise
funds combined.®

When establishing a new fund, it is important to examine the activities that meet the criteria for using a
particular Kind of fund. For example, a governmental fund, such as a special revenue fund, generally
has activities which are financed through taxes, intergovernmental revenues, and other non-exchange
revenues. In a nonexchange transaction, a government gives (or receives) value without directly
receiving {or giving) egual value in return, as opposed to an exchange transaction, in which each party
receives and gives up essentially equal values.® Business-type activities financed in whole or in part by
fees charged to external parties for goods or services are usually, but not always, reported in enterprise
funds.® An enterprise fund essentially reports exchange transactions.

GASB No. 34, 178 outlines the financial statements required for governmental funds, including a
balance sheet and statement of revenues, expenditures, and changes in fund balances. GASB No. 34,
9191 indicates the required financial statements for a proprietary fund include a statement of net assets
or balance sheet; a statement of revenues, expenses, and changes in fund net assets or fund equity;
and a statement of cash flows.

Enterprise Funds

NRS 354.517 defines an enterprise fund as a fund established to account for operations (1) which are
financed and conducted in a manner similar to the operations of private business enterprises, where
the intent of the governing body is to have the expenses (including depreciation) of providing goods or
services on a continuing basis o the general public, financed or recovered primarily through charges to
the users; or (2) for which the governing body has decided that a periodic determination of revenues
earned, expenses incurred and net income is consistent with public policy and is appropriate for capital
maintenance, management control, accountability or other purposes.

Similarly, §67 of GASB Statement No. 34 states that an enterprise fund may be used to report any
activity for which a fee is charged to external users for goods or services. in addition:

Activities are reqguired fo be reported as enterprise funds if any one of the following criteria is met.
Governments should apply each of these criteria in the context of the activity’s principal revenue
sources.

'See complete statutory reference for NRS 354.553 and 354.570 at the end of this Guidance Letter. See also, §63,
64, 566, J67. GASB Statement No. 34 (June 1999), pp. 25-26.

%975, GASB Statement No. 34 (June 1999), p. 28.

> 976, GASB Statement No. 34 (June, 1999), p. 28.

* 947, GASB Statement No. 33 (December, 1998), p. 3.

* 415, GASB Statement No. 34 (June, 1999), p. 9.
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a. The activity is finahced with debt that is secured solely by a pledge of the net revenues from
fees and charges of the activity. Debt that is secured by a pledge of net revenues from fess
and charges and the full faith and credit of a related primary government or component unit—
gven if that government is not expected to make any payments—is not payable solely from
fees and charges of the activity. (Some debt may be secured, in part, by a portion of its own
proceeds but should be considered as payable “solely” from the revenues of the activity.)®

b. Laws or regulations require that the activity's costs of providing services, including capital
costs (such as depreciation debt service), be recovered with fees and charges, rather than
with taxes or similar revenues.

¢. The pricing policies of the activity establish fees and charges designed {o recover its costs,
including capital costs (such as depreciation or debt service).

Footnote 33 o 67 states that:

These criteria do not require insignificant activiies of governments to be reporfed as enterprise
funds. For example, state law may require a county's small claims court to assess plaintiffs afee fo
cover the cost of frivolous claims. However, taxes, not fees, are the principal revenue source of
the county’s court system, and the fees in question cover only the cost of frivolous small claims
court cases. In this case, the county would not be reguired to remove ifs court system or the
small claims court activity from its- general fund and report it in an enterprise fund. Conversely, a
state depariment of environmental protection reguiation may require a water utility to recover the
costs of operating its water plant, including debt service costs, through charges to its
customers—the utiliy's principal revenue source. Because these charges are the activity's
principal revenue source and because the water utility is required to recover its costs, the utility
should be reported as an enterprise fund.

In explaining enterprise fund reporting requirements, GASB 34, {1387 states that:

Perhaps most significantly, this Statement makes clear that enterprise fund reporting shouid be
used for any activity that is financed with debt secured solely by net revenue from its fees and
charges fo external users. Enterprise fund reporting is also required for any activity that operates
under faws or regulations requiring that its cosis of providing services, including capital costs
(depreciation or debt service), be recovered with fees and charges. The final criferion—
requiring enterprise fund reporting for any activity for which management establishes fees and
charges, pursuant to its pricing poficies, designed to recover ifs costs of providing services,
including capital costs—is similar to the existing criterion. However, it adds an element of objectivity
by basing the standard on established policies rather than management's intent. Further, this
Statement makes clear that all criteria for required use of enterprise fund reporting should be
applied only in the context of an activity’s principal revenue sources. For example, paragraph
67a requires an aclivity to be reported as an enterprise fund if the activity is financed by debt
secured solely by a pledge of the netf revenue from fees and charges of the activity. To apply
the principal revenue source test in relation to this criterion, a government should compare an
activity’s pledged revenues to its total revenues.

® In practice, there are exceptions. For example, sometimes general obligation (GO) backing is needed for
enterprise funds in small rural communities so a lower inferest rate can be obtained from the state bond bank. Using
GO backed revenue bonds does not automatically require a change from an enterprise fund to a special revenue

fund.
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Examples of an Enterprise Fund

Background

A general power of a county is acquire, improve, equip, operate and maintain a variety of projects,
including sewerage and water projects. NRS 244A.057. The Board of County Commissioners may
issue special obligation bonds to acquire, improve and equip any sewerage or water project. NRS
244A.0587. A county may charge license fees or other excise taxes to acquire, operate and maintain a
project, and ensure that revenue obligation bonds are paid. ANRS 2444.063.7

For example, the Douglas County Board of County Commissioners established the Carson Valley
Water Utility Fund by resolution adopted May 3, 2012. See Appendix for Exhibit 1, Resolution No.
2012R-037. The Board resolved to use the existing working capital from four individual water utility
funds to establish a consclidated water utility fund and further resolved to recover the costs of operation
of the water system, including overhead, through user charges, without producing any significant
amount of profit in the long run. The new Water Utility Fund is designed fo account for all revenues and
all charges related to the consolidated operations, management and rate setlting of four legacy utilities.

Analysis

In this example the Douglas County Board of Counly Commissioners has the authority to establish an
enterprise fund pursuant to NRS 354.612. The resolution meeis the conditions in NRS 354.612 for an
enterprise fund. For instance, subparagraph 4 requires the local government to furnish working capital
for the fund which the resolution addressed by transferring the working capital from four legacy utilities
to the current fund. In addition, NRS 354.612(4) requires the recovery of the costs of operation,
including overhead, without “producing any significant amount of profit in the long run.” This objective
was also included in the resolution and specifically referenced “user charges™ as the means by which
operation costs would be recovered. The resolution was consistent with the authority provided in NRS
Chapter 244A.

“User charges” take the form of water usage fees and connection charges. Payment by water users of
usage fees and connection charges are exchange transactions because each party gives up and
receives something of equal value. Rates are fypically set to recover costs of operation and
maintenance. This meets the definition of GASB 34 ] 67(c) requiring the use of an enterprise fund
when pricing policies for fees and charges are designed fo recover costs.

Special Revenue Funds

GASB Statement No. 54 “Fund Balance Reporting and Governmental Fund Type Definitions,”
updates the definitions of governmental fund types, with the most significant changes related to
special revenue funds. The nature of a special revenue fund is discussed at Paragraph 30:

30. Special revenue funds are used to account for and report the proceeds of specific revenue
sources that are restricted or commitied fo expenditure for specified purposes other than debt
service or capital proiects. The term “proceeds of specific revenue sources” establishes that one

7 Cities have similar authority. A general power of a city is to acquire, improve, equip. operate and maintain a
variety of projects including sewerage and water projects. NRS 268.730. A city may defray the cost of
acquisition, improvement and equipment through general obligation bonds, which may be payable from taxes and
further secured by a pledge of other revenues derived from any other income-producing project of the city. NRS
268.732. A city may charge license fees or other excise taxes to acquire, operate and maintain a project, and
ensure that revenue obligation bonds are paid. NRS 268.738.
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or more specific restricted or committed revenues should be the foundation for a special
revenue fund. Those specific restricied or committed revenues may be initially received in
another fund and subsequently distributed to a special revenue fund. Those amounts should not
be recognized as revenue in the fund initially receiving them; however, those inflows shouid be
recoghized as revenue in the special revenue fund in which they will be expended in
accordance with specified purposes. Special revenue funds should not be used to account for
raesources held in trust for individuals, private organizations, or other governments.

GASB Statement No. 54 abandons the reserved and unreserved classifications of fund balance and
replaces them with five new classifications: non-spendable, restricted, commitied, assigned and
unassighed. These classifications will indicate the level of constraints placed upon how resources can
be spent and identify the sources of those constrainis.

The terms “restricted” or “committed” are references to constraints placed on the use of the revenue
source. For example, a fund balance is “restricted” when the constraints are either exiernally imposed
by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other
governments; or imposed by law through constitutional provisions or enabling legislation® A
“committed” fund balance includes amounts that can be used only for the specific purposes determined
by a formal action of the government's highest level of decision-making authority. “Committed”
amounts cannot be used for any other purpose unless the government removes or changes the
specified use by taking the same type of action, such as legislation, resolution, or ordinance, which was
employed to previously commit those amounts. A committed fund balance also should incorporate
contractual obligations to the extent that existing resources in the fund have heen specifically
committed for use in satisfying those contractual requirements.®

In the past, special revenue funds were reporied in instances where there was a specific spending
purpose, but nhot necessarily a specific revenue source. The new definition of a special revenue fund
means that local governments need to evaluate resources received to determine if they qualify for
reporting in a special revenue fund. An activity may no ionger be reported as a special revenue fund
based only on management’s desire to account for it separately. For all major special revenue funds
reporied, local governments will need to disclose the purpose of the fund and the revenues and other
resources reported in the funds in the notes to the financial statements.

Please note that the change in classifications of fund balance and special revenue fund
financial statement reporting requirements defailed in Statement No. 54 does nof regquire
changes in the way a local government budgeis and infernally accounts for special revenue
funds; and the Deparfinent has not changed the budget reporting forms fo reflect the new
classifications.

In addition, GASB Statement No. 54 states at Paragraph 31;

The restricted or committed proceeds of specific revenue sources should be expected to
continue to comprise a substantial portion of the inflows reported in the fund. Other resources
(investment earnings and transfers from other funds, for example) also may be reported in the
fund if those resources are restricted, committed, or assigned to the specified purpose of the
fund. Governments should discontinue reporting a special revenue fund, and instead report the
fund's remaining resources in the general fund, if the government no longer expects that a
substantial portion of the inflows will derive from restricted or committed revenue sources.

Local governments may use the following calculation to determine whether an activity would qualify for
reporting as a special revenue fund:

Substantial portion of inflows = (restricted revenues + committed revenues)

434, GASB Statement No. 34 (June 1999), p. 16. See also §8, GASB Statement No, 8 (February 2009), p. 4.
® 410, GASB Statement No. 10 (February 2009), p. 5.
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Total Inflows reported in the fund

In the calculation, restricted revenues are defined as resources externally restricted or having
restrictions imposed by internal enabling legislation {(same definition as restricted net assets used in
government-wide reporting). The committed revenues are resources with constraints imposed by the
highest level of the government, where the constraints can be removed only by a similar action of the
same governing body. Total Inflows are defined as the inflows of all financial resources. Total
inflows will include transfers and other financing sources such as debt issuances.'°

“Substantial portion” of inflows is not defined in Statement No. 54, however, the Government Finance
Officers Assoclation has indicated “around 20 percent” is reasonable for justifying a special revenue
fund; and it is a commonly used threshold. Local governments also need o consider factors such as
past resource history, future resource expectations and unusual current year inflows such as debt
proceeds.”’

An example of how o analyze or “prove up” whether the fotal revenue sources are substantially
restricted, commitied or assigned to the specified purpose of the fund is attached as Exhibit 2 from
Churchill County. If the analysis shows that the restricted and commitied resources are less than 20%,
then the local government can take action to remedy the situation by going through the process of
formally committing additional resources so that the inflow of restricted and commitied resources
represent a substantial componert of the total inflow.

Examples of Special Revenue Funds

Two examples of a special revenue fund may be found in the Appendix of this Guidance Lefter. The
first example is a special revenue fund for a landscape maintenance district created by resolution
adopted by the Douglas County Board of Commissioners. See Exhibit 3 in the Appendix. In this case,
the initial financing source is a developer funded security deposit and subsequent revenue will be
annual assessments levied on benefiting property owners. The revenue will be restricied fo
expenditures for improvements or maintenance of parcels within the district.

A second example of a special revenue fund is the “Infrastructure Fund” created by resolution adopted
by the Carson City Board of Supervisors. See £xhibit 4 in the Appendix. The revenue source is a sales
tax of one-eighth of one percent (0.125%). The proceeds of the tax may only be used to fund certain
public infrastructure projects identified in the Plan of Expenditure adopted by the Board of Supervisors
on April 17, 2014.

In both examples, the revenue source meets the definition of a “committed” fund source because the
governing board took formal action to restrict the use of the revenue. However, we would need more
information to determine whether those commitied funds represent a “substantial” portion — at least
20% - of the total revenue inflow.

Example of a Special Revenue Fund — Or is I{7 — Fire Districts

Background

A fire protection district formed pursuant to NRS Chapter 474 may sue and be sued; arbitrate claims;
and contract and be contracted with. NRS 474.125. In addition, a fire protection district may impose a
property tax rate not to exceed 1 percent of the assessed value within the district, including net
proceeds, to cover the costs of establishing, equipping and maintaining the district with fire-fighting
facilities. NRS 474.790. Under NRS 474.200(3), two separate funds must be created for the district,

' Washington State Auditor’s Office, “GASB Statement 54 — Focusing on Special Revenue Funds,” page 37, accessed 4-17-
15 at http://digitalarchives.wa.oov/WA Media/do/BE1679E72E5484 78402834 ACAGAAROOE pdf

Y Ibid, p. 37 and New York Division of Local Government and School Accountability, “Fund Balance Reporting and
Governmental Fund Type Definitions,” p. 5, accessed 4-17-15 at hitps://osc.state.nv.us/localeov/pubs/releases/gash54.pdf
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an operating fund and a district emergency fund. The district emergency fund must be used solely for
emergencies and must not be used for regular operating expenses. In addition, the district may issue
bonds for purchase of equipment and acquisition of property; and may levy a tax sufficient to pay for
the bonds. Under NRS 474.300(4), proceeds of the tax levied for debt service must be placed in a
special fund 1o pay the principal and inferest on the bonds.

Analysis

Clearly the property faxes in this example are imposed non-exchange revenues resulting from an
assessment on property. This is a characteristic of a governmental fund rather than a business-entity
type fund.

Next, the analysis should consider whether the governmental fund is a special purpose fund. As
discussed in GASE No. 54, 9 30, a special revenue fund is used to account for and report the proceeds
of specific revenue sources which are restricted or committed o expenditure for specified purposes
other than debt service or capital projects. In this example, the district may levy a tax to pay for bonds
for equipment and property, so the revenue received for debt service does not necessarily mean the
fund is a special revenue fund.

NRS 474.200(3) requires a portion of the property tax to be deposited in the district emergency fund,
and the fund must be used solely for emergencies. In this case, the property fax revenue source
appears o be restricted for a specified purpose other than debt service or capital projects. “Money
coliected to meet unforeseen emergencies” appears 0 be a restriction.

Further analysis is needed, however, because the emergency fund may stili not gualify as a special
revenue fund. This is so because the uses which may be made from the emergency fund need to be
defined in order to determine whether the fund balance should be reported as restricted or committed.

Some governments formally set aside amounts in governmental funds under formal stabilization-type
policies that can be expended only when certain specific non-routine circumstances exist. For
example, typical purposes for which stabilization funds are set aside include emergency situations;
unanticipated significant revenue shortages or budgetary imbalances; working capital needs;
contingencies; and others. The authority for such funds generally is derived from statute, ordinance,
resolution, charter, or constitution™, as in this example.

For purposes of reporting fund balance, stabilization amounts should be reported in the general fund as
restricted or committed if they meet the criteria set forth in GASB Statement No. 54, as amended,
based on the source of the constraint on their use. Stabilization arrangements that do not meet the
criteria to be reported within the restricted or committed fund balance classifications shouid be reported

as unassigned in the general fund.

In this example, the source of the emergency fund is a portion of the property tax rate and is restricted.

However, GASB 54 states that “a stabilization amount that can be accessed in an emergency would not-

qualify to be classified within the committed category because the circumstances or conditions that
constitute an emergency are not sufficiently detatled. If the revenue from the property tax is restricted
or commitied, then the emergency fund qualifies as a special revenue fund. If the source is not
restricted or committed, then the stabilization arrangement discussed above applies.

Example of Application of Criferia to determine whether Fund is an Enterprise Fund or a
Special Revenue Fund

Nevada General Improvement District

24920, GASB Statement No. 54 (February 2009), p. 9.

281



NRS 318.197 permits a governing board of a general improvement district to fix rates, tolls or charges
other than special assessments, including but not limited to, service charges and standby service
charges, for services or facilities furnished by the district. NRS 318.187 is permissive rather than
mandatory in that the governing board “may” fix rates, tolls or charges to cover the costs of services or
facilities furnished.

The board may “pledge the revenue for the payment of any indebtedness or special obligations of the
district.” Such rates and tolls constitute a perpetual lien on and against the property served, and may be
collected on the tax roll together with the county’s general taxes (NRS 318.201). In addition, NRS
318.225 grants the governing board the power and authority to levy ad valorem taxes. NRS 318.275
permits the district to borrow money and issue GO bonds, revenue bonds, and special assessment
bonds. Revenue bonds issued for the purpose of acquiring or improving faclilities appertaining to the
basic purpose of the district must be made payable solely out of the net revenues for any and all of the
income-producing facilities and services provided by the district (NRS 318.320). General obligation
bonds and other general obligation securities payabie from general property taxes may be additionally
secured by a pledge of and lien on net revenues. (NRS 318.325).

ev da statuto framework for general improvement

o recover costs through rates, tolls, or
RS 318 197 an ente rise fund JS not required to be used. However, if the general
improvement district’s activity is financed with debt that is secured solely by a pledge of the net revenues
from fees and charges of the activity, then it would be required to use the enterprise fund accounting.
This would be the case if the district issued revenue bonds pursuant to NRS 318.320. If the district's
activity is financed with debt secured by both taxes and user fees, then it is not required fo use enterprise
fund accounting, as would be the case under NRS 318.325 for GO bonds secured by taxes or a
combination of taxes and fees. Finally, under {[67{c), if the pricing policies of the district for the fees and
charges are designed to recover its costs, including capital costs (such as depreciation or debt service),
then enterprise fund accounting must be used.

If the general improvement district did not meet the conditions requiring the use of enterprise fund
accountmg pursuant to GASB Statement No. 34, 67, then standard governmental fund reportlncg{ must

be used. If the general improvement district contemplated creating a_major special revenue fund, then
at least 20% of the total inflows reported in the fund must be restricted and/or committed to the purpose
for which the fund was created. The restricted and committed revenue must be recognized as revenue

of the special revenue fund rather than the general fund. Total inflows include restricted revenues,
committed revenues, transfers in and any other financing sources.

If you have any questions about this guidance letter, please call the Local Government Finance Section of
the Division of Local Government Services, Department of Taxation at (775) 684-2100.

WEBSITE LOCATIONS:

Nevada Revised Statutes (NRS):  http:/www.leg state.nv.us/NRS/

Nevada Administrative Code: http:/fwww.leg state.nv.us/NAC/CHAPTERS htmi

Department of Taxation Guidance letters: http://www .tax.state.nv.us; then select “Publications;” then select Assessment
Standards Publications and “Guidance letters.”
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Exhibit #2

2/4712017 Fwd: Agenda for CLGF

From: cfdobler <cfdobler@aol.com>
To: trubald <trubald@tax state.nv.us>
Subject: Fwd: Agenda for CLGF
Date: Wed, Jul 86,2016 7:34 am
Attachments: Letterto Terry Rubald of DofT -6-6-2016.pdf (437K)

Terry - It has been almost a month since | provided the attached letter and hand delivered o you on June 6, 2016 the backup
pages from Guidance Report 15-002 which support the letter.

| have been waiting for a response and would like to inquire when | might obtain one.

Could you please provide me the name of the person who wrote the Example of Application of Criteria to determine whether
Fund is an Enterprise Fund or a Special Revenue Fund for a Nevada General improvement District on page 7 and 8 of the
Guidance Letter 15-002 dated October 27, 2015.

Thanks in advance for your cooperation

Cliff Dobler

—-Original Message—

From: cfdobler <cfdobler@aol.com>
To: trubald <trubald@iax.state.nv.us>
Sent: Mon, Jun 6, 2016 9:26 pm
Subject: Re: Agenda for CLGF

attached is a memorandum which | prepared regarding some items in the Guidance Letter 15-002 dated October 27, 2015.
| was unable to sent the redlined first 8 pages from the Guidance letter, however the items in the memorandum are fully
described as 1o where they are located in the guidance letter.. Take a look at it and please provide a response. Thanks

Cliff Dobler

—Original Message—

From: Terry Rubald <frubald@tax.state.nv.us>
To: cfdobler <cfdobler@acl.com>

Sent: Thu, Jun 2, 2016 1:37 pm

Subject: Agenda for CLGF

hitp://tax.nv.gov/Boards/Committee_on_ Local Govi Finance/CLGF Meeting Documenis/

Terry E. Rubaid

Deputy Executive Director

Department of Taxation

1550 College Parkway

Carson City, NV 89701

(775) 684-2095

This message and attachments are intended only for the addressee(s) and may contain information that is privileged and confidential. If the reader of the
message is not the intended recipient or an authorized representative of the intended recipient, | did not intend to waive and do not waive any privileges or
the confidentiality of the messages and attachments, and you are hereby notified that any dissemination of this communication is strictly prohibited.

hitps://mail.acl.com/webmail-stdfen-us/Printiviessage 2 8 3



EX
2/9/2017 Re: Guidance Letter - Special Revenue & Enterprise Funds 15-002

From: Matthew Dent <matthew.ivgid@gmail.com>
To: cidobler <cfdobler@aol.com>
Ce: linda <linda@marknewman.net>
Subject: Re: Guidance Letter - Special Revenue & Enterprise Funds 15-002
Date: Wed, Feb 8,2017 6:28 am

CIiff,

Thank you for your email, attachments, and the in-depth analysis. | found the timing of GM Pinkerton's er_'nail ‘quite _
troubling. At the time, Trustee Hammerel's ability to vote was in question since he moved to Wyoming with his family a
month earlier and this seemed like nothing more than an attempt to persuade me to vote in favor of the 15-16 CAFR.

You have my permission to forward this thread to the Department of Taxation and feel free to CC me on the email to Ms.
Langley. As the Board Treasurer and | look forward getting some of these outstanding public questions and concems
resolved. | plan on reaching out to Ms. Langiey in coming weeks to get some clarification.

| have a busy next couple days and will review the attachments in more detail later this week and will follow-up. |
appreciate your help and commitment to our community. Thank you. Matthew

Trustee Matthew Dent

incline Village GIiD

(775) 530-1345 | www.yourtahoeplace.com/ivaid
883 Southwood Blvd. Incline Village, NV 89451

INCLINE
4@ \/ILLAGE

GENERAL BMPROVEMENT DISTRICT

On Tue, Feb 7, 2017 at 11:38 PM, <cfdobler@aol.com> wrote:
Linda Newman and myself spent considerable time reviewing the Guidance Letter 15-002 which was published by the

Department of Taxation on October 27, 2015. We spoke before the Commitiee on Local Government Finance last spring
regarding the improper conversion of the IVGID Community Service Fund and the Beach Fund from reporting under
GASB as Proprietary Enterprise Funds to Govemmental Special Revenue, Capital Projects, and Debt Service Funds . We
wrote a memorandum on March 15, 2016 to the Board of Trustees regarding the unlawful conversion and never heard a
word back. Since you were new on the Board you may have assumed the Board Chairman would have forwarded to the
Staff for a response. | attach that memorandum.

We discovered later on that the Guidance letter had six items which needed revisions and on June 4, 2016 [ wrote a

- memorandum to Terry E Rubald, Deputy Execuiive Director of the Department of Taxation (the author of the Guidance
Letter ) asking her to review the six items and also indicated that we believed that the Example of a GID may have been
provided by an outside source rather than her. We saw no basis for the conclusions reached in the example or why she
may have drawn such conclusions. | expected some sort of a response however did not receive one. In September |
provided ancther e mail to Ms. Rebald and received no response.

On January 12, 2016 | spoke by telephone conference to the Committee on Local Government Finance about our
continuing punch card fictional sales. | leamed at that meeting that Ms.Rebald was no longer employed by the Department

of Taxation. | did askif someone would respond to my June 4, 2016 memorandum. Ms. Kelly Langley asked that |
forward it to her which | have not yet done.

It is quite clear from your e mail below that [VGID General Manager is using the GID example in the Guidance Letter as
justification for their conversion from Propristary Funds to Government Funds accounting.

| attach my June 4, 2016 memo to Ms. Rebald for your review. g

It is also quite clear from Note 20 of the 2015-2016 CAFR that there was no legitimate basis for making the conversion.
The Note states two reasons: IVGID "changed its approach to the pricing of services and recognizes that the use of
the facility fee revenue includes providing resources for capital expenditures and debt service that were not being
displayed in a readily understandable fashion under enterprise accounting, for its constituents”. We know of no
change in approach to pricing and have asked via a public rercord request for any information which would support this
‘approach to pricing” which to our knowledge was never presented and enacted by the Board of Trustees. {you were not
on the board at the time the new Funds were established .The second reason has no support under NRS or GASB for
making the conversion
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2/9/2017 Re: Guidance Letter - Special Revenue & Enterprise Funds 15-002

;!'here is simply no support under the NRS or GASB for making a change in accounting and creating the new
governmental funds.

Our concems are the same as yours. | assume the false analysis in the Guidance Letter may have been one of the
reasons that you properly voted NO when a request for approval of the 2015-2016 CAFR came before the Board of

Trustees on December 14, 2016.

With your permission could | forward these e mails to Ms Langley at the Department of Taxation. In addition | would highly
recommend that you contact her regarding this matter.

| have copied Linda Newman on this as she and | have worked closely on this inappropriate change in reporting financial
information. .

Clifford F. Dobler

——Original Message—

From: Matthew Dent <matthew.ivaid@agmail.com>

To: cfdobler <cfdobler@aol.com>

Sent: Mon, Feb 8, 2017 1:33 pm

Subject: Guidance Letter - Special Revenue & Enterprise Funds 15-002

Cliff,

Your concerns regarding Enterprise Fund or a Special Revenue Fund have been noted and | appreciate the time you are
putting into the IVGID financials. | am not sure if you have seen the attached Guidance Letter 15-002. General Manager
Pinkerton emailed me this letter from the State Department of Taxation a couple days before we voted on the CAFR. He
referenced the bottom of page 7 as justification for the District's authority to choose Special Revenue Funds for our
Community Services and Beach Fund. 1 had hoped this letter would be "very enlightening” as the GM stated in his email,
however, it raises more questions.

Please see the excerpt examples below from an email | received from GM Pinkerton:

"This section specifically address our situation and points out that NRS 318.197 is permissive rather than mandatory in
that the governing board "may" fix rates, tolls or charges to cover the costs of services of fadilities furnished.”

"Applying GASB Statement 34, Sec 67 (a-c) to the Nevada statutory framework for general improvement districts, since a
general improvement district is not required to recover costs through rates, tolls, or charges under NRS 318.197, an
enterprise fund is not required to be used."

“The entire letter is very enlightening and | believe clearly gives us the ability to choose to use Special Revenue Funds for
our Community Services and Beach Funds."

The representation seems tc promote the change and implementation by management as proper. | am not sure | agree. |
do not see how NRS 318.197 has anythmg to do with GASB. It appears the statute was taken out of context. What are
your thoughts?

| appreciate your input and | look forward to hearing from you. Thank you. Maithew

Trustee Matthew Dent

incline Village GID

(775) 530-1345 | www.yourtahoeplace.com/ivaid
893 Southwood Blvd. incline Village, NV 89451
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INGI\D 2.0\b € AF & - Nexe 20
Exhibit #4

Community Services Fund:

Asof Jne 30, 2016 thereis $2,248,500 of identified projectsin the caryover. Themod dgnificent portion
i5 $248,564 for the Indine Cregk Culvert Rehabilitaiion end $395,858 for the Diemond Pegk Madea Plan
implementdion and $280,000 for the Community Services Mader Plan.

Beach Fund: ,
Asof June 30, 2016 thereis $155,000 of identified projectsin the caryover.

As apart of the budgding for the fiscd year ending June 30, 2017, the District reported $751,000 of capitd
expenditures for the Community Services Fund and $343,000 of cepitd expenditures for Beach Fund a8
coming from operdiing trenders from those Fundsto the Capitd Projects Fund. Thesourceof those
transfersis presumebly fund baance which is reported as Unredricted N Postion.

The Disrict has committed to these capitd improvement projects through contractud arrengements:

Contract Completed Remdning
Award & Jine30. 2016 Commitment
Utility Fund
Water Disinfection Plant
CH2M Hill 3124853 35,533 $65,320
Weastandea Tregment Plant
FARR Construction Corp 111,155 11,235 99,920
Community Services Fund
Incline Cresk Culvet Restorgion
CH2M Hili 258278 1,327 257,951
Cresk Restorgion
Cado, Inc. 442 727 33807 104,652
i Rentd &hop Equipment :
Amer. Sorts Winter & Outdoor 187,000 - 187,000
Incline Beach Faxility
Bull Stockwell Allen 222000 14,261 207,730

19. EXTRAORDINARY EXPENSE FORUTILITY FUND

In April 2014, alesk occurred in the Didrict’s effiuent pipdine that results in danageto en rea highway. Legksof this
magnitude end consequence are not expected in thenormd course of operdions and thusthe repairscoss have bean
reported as an exiraordingy expense In July 2014 the Didlrict incurred repair cosisto complete paving of the Side
highway effected by thelesk. | 5thefind paving reparswerem 347 600.

d Debt Service govanmentd fund accounting for the Community Services Fund and the Beach Fund. Through
Jine 30, 2015, they were accountad for ssenterprisafunds The Digrict changed itsapproach to the pricing of
saviess and in paticula the changerecognizes tha the use of thefadility fee revenue includes providing resources for
capitd expenditure end debt sarvice, tha were not being displayed in areadily understandable fashion under enterprise
ccounting, for its constituents.

The Board of Trustess gpproved a2015-2016 budge, which was filed with the Sde of Nevada Department of
Taxation, reflecting this change The Sderequired the Board of Trustess to athorize the new funds and to spprove

thetransfer of the Fund Balance of theCommunity Sgvicss Fund and the Beach Fund asof Jily 1, 2015 The
ounts were authorized based upon the prior yea audit and the cceptanceof tha report. Thebudget document

funds & Lly 1,
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Rerondlidion of Net Position of Enterprise Funds asof dine 30, 2015 to $ecid Revenue Funds, versusamounts
estimael for the Zge of Nevada(unde thelr definition of Residud Fund Equity Trande) ssof lily 1, 2015

Asprevioudy reported at June 30, 2015;
Net invested in Capitd Asssls fobe
reported asreconciling items for
Didrict-wide Stefement of Net Position

Resgricted by Third Paty
Unrestricied Mef Postion
Fund Bdance, Uy 1 (Spedid Revenue)

Othe reconciling items:
Grentsrecsiveble collected dfter
80 day modified scorud peiod
Retiremnent dck lesvescorudd
which isnot alisbility expected tobe
pad from current resouress

District gpproved Residud Equity Transfer

Budgeied Residud Equity Trender

Community
Services
Fund

(203,764)

52500
5,200,491
5,204,138

56

Bezch
Fund

g -

1107786
1,107,786

2500
$1.110.286
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