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Citizens of Incline Village and Crystal Bay
Board of Trustees for the Incline Village General Imptovement District

The Incline Village General Improvement District (the District) hereby submits our Comprehensive Annual
Financial Report (the Report) for the year ended June 30, 2019. The Finance Department publishes the Report to
provide financial and general information about the District to members of the Incline Village/Crystal
Bay community, customers, the investment community, and general public.The data presented is designed to
help readers assess the financial condition of the District and to understand the services that the District provides
to the Incline Village/ Crystal Bay community. Management assumes full responsibility for the completeness and
reliability of the information contained in this report, based on a comprehensive framework of internal control.
Since the cost of internal control should not exceed the anticipated benefits, the objective is to provide reasonable
assurance, rather than absolute assurance, that the financial statements are free of any material misstatements.

State law requires that each local government publish, within five months of the close of each fiscal year, an annual
audit of all of its financial statements. The audit must be presented at a meeting of the governing body held not
more than 30 days after the report is submitted. Also, the report must be presented in conformity with Generally
Accepted Accounting Principles (GAAP) and audited in accordance with United States Generally Accepted
Auditing Standards by a firm of licensed certified public accountants. We hereby issue the Comprehensive Annual
Financial Report of the Incline Village General Improvement District.

The District’s financial statements are audited by Eide Bailly, LLP. The goal of the independent audit was to
provide reasonable assurance that the financial statements of the District for the fiscal year ended June 30, 2019,
are free of material misstatements. The independent audit involved examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement presentation. The independent
auditor concluded, based upon the audit, that there was a reasonable basis for rendering an unmodified opinion
that the District's financial statements for the fiscal year ended June 30, 2019, are fairly presented in conformity
with GAAP. The unmodified Independent Auditors’ Report appears in the Financial Section.

GAAP require that management provide a narrative introduction, overview, and analysis to accompany the basic
financial statement in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is
designed to complement MD&A and should be read in conjunction with that overview. The District’s MD&A
can be found mmmediately following the report of the independent auditors.

Profile of the District
The District was formed in 1961 in accordance with the State of Nevada’s Revised Statutes, Chapter 318, pertaining

to General Improvement District Law as a body corporate and public and a quasi-municipal corporation in the
State of Nevada. The District is located on the northeast corner of Lake Tahoe, in the Sierra Nevada Mountains,
and occupies a land area of approximately 15.36 square miles and serves a base population of approximately 9,000
residents. In accordance with the enabling legislation, the District provides water, waste water, and solid waste
services within its boundaries, as well as various recreational amenities including downhill skiing, two golf courses,
a multi-use recreation center, tenmis facilities, meeting facilities, parks, recreation programs, beaches, playgrounds
and other recreation-related programming. The District serves approximately 4,200 water/sewer customers,
accommodates over 100,000 skiers, 35,000 golfers, and 170,000 beach users, and oversees a variety of other
activites including over 120,000 visits to the Recreation Center annually.
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IVGID’s Vision Statement
Witli passion for quahty of life and our environment, Incline Village General Improvement District will

enhance the reputanon of our community as an exceptional place to live, work, invest, and play Xyz

8% GID’s Mlsswn Statement
Inchne Vﬂlage General Improvement District delivers exemplary recreational experiences and provides the

hxghest level of water, sewer, and solid waste services while striving for fiscal and environmental sustainability.

IVGID’s. Value Statement
We are dedicated people provxdmg quality service, for our community and environment, with integrity and

teamwork.

IVGID’s Mantra Stétemént
one District * One Té'a'm

_IVGID’s Long Ra nge. Principles
The District adopted a. Sttateglc Plan for July 1, 2015 through June 30 2018. Part of the plan includes six Long

Range Principles. Under the direction of the Board of Trustees and the leadership of the District General Manager,
the Principles align our activities to the strategy of the District. Each Principle addresses objectives over the two
-years.of the Plan, as Well as annual budget initiatives.

RESOURCES AN) ENVIRONMENT Initiating and maintaining effective practices of environmental °
sustainability for a healthy environment, a strong community and a lasting legacy.
e Review and upgrade District policies and practices to encourage or require waste reducnon, recyc]mg
and environmentally preferable purchasing.
» Develop sustamabxhty medsures, goals and metrics to create and/or maintain a sustamablc stmct

e Provide the community with environmental education and techaical services on watershed
protection, water conservation, pollution prevention, recycling and waste reduction.

FINANCE — The District will ensure fiscal responsibility and sustainability of service capacities by maintaining
effective financial policies for operating budgets, fund balances, and capital improvement and debt management.

Adhere to Government Generally Accepted Accounting Principles.
Comply with State and Federal regulations.

Maintain Performance Measurement.

Report results and demonstrate value.

Develop and maintain 2 long term plan to sustain financial resources.

WORKFORCE - Attract, maintain and retain a highly qualified, motivated and producuve workforce to meet

the needs of District venues.
¢  Staff will evaluate open position job descriptions, for need to fill, level of and related compensation

for the position.
o  Re-evaluate, during the budget process, the optimum level of Staff and related total cornpensatlon
necessary to each department based on industry standard and level of service.

¢ Comply with State and Federal regulations.
¢ Continue to provide a safe environment and continue to strive for low worker’s compensation

incidents.
o Identify individuals for retention and growth for management succession within the District.
SERVICE — The District will provide supenor. quality service and value to its customers considering responsible

use of District resources and assets, P
* Provide well defined customer centric service levels consistent with community expectations.
o Apply Performance Management to meet or exceed established venue customer service levels.

s Utlize best practice standards for delivery of services.

2
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¢ Committo evaluate customer loyalty/satisfaction to demonstrate the value of results.
¢ Maintaining customer service training for new, returning and existing employees.

" ASSETS AND INFRASTRUCTURE The District will pracuce perpetual asset renewal, replacement and
improvement to provide safe and superior long term utility services and recreation activities.
¢  Maintain, reriew, expand and enhance District mfrastructuxe to meet: the capacity needs and desires
of the community for future generations.
o Maintain, procure and construct District assets to ensure safe and accessible operations for the
pubhc and the District’s workforce.
¢ Maintain current Community Service and Public Works master plans
¢ Maintain a 5-Year and 20-Year cap1ta1 improvement plan,
o  Conduct planning and design, in advance of undertaking projects or procurement, to ensure new
District assets meet operational requirements and enhance the customer experience.
~®  Maintain an asset management program leveraging technology as-appropriate by venue/ division, to
ensure timely and efficient asset maintenance.
e Comply with regulatory requirements and industry standards.

COMMUNICATION - The District will engage, interact and educate to pxomote understandmg of the
programs, activities, services, and ongomg affairs.

® Promote transparency in all areas including finance, operations and public meetings.

s Provide clear, concise and timely information in mulfiple, publicly accessible formats.

¢ Ensure that both internal and extemal communication is responsive, comprehenswe and inclusive. .

District Management

A five-person elected Board of Trustees, with 4-year terms, governs the Dlsmct Every other year, two-or three of
the trustee terms expn:e and are up for election. Upon being elected, the trustees assume office on january 1ot
the first board meeting of the year. The District has benefited from longewty and management expcnence The
Senior Management Team is led by the District’s General Manager. The District has made a commitment to
developing strategies that lead to results. It has also continued 2 commitment for sustainability in financing for
capital assets.  The District has made many capital investments out of current resources, along with paying off
bonds. utilized to finance improvements The Facility Fee, which is charged by parcel, is  significant source for
both capital expendltu:e and debt service for the Community Services and the Beach activities. This fee has been
at the 'safne total for nine years but has transitioned more for cap1ta 1mprovement and less for debt service. The
Utility Fund has been increasing its rates for several years in anticipation of a major improvement to the effluent
export pipeline that is several years away from the next phase of replacemeants.

The District adheres to the Local Government Budget Act incorporated within Nevada Revised Statutes, which
includes prescribed procedures to establish the budgetary data reflected in these financial statements. On or before
April 15, 2018, the Board of Trustees filed a tentative budgeét with the Nevada Department of Taxation. Public
hearings on the budget and Facility Fees were held on May 23, 2018. On or before June 1, 2018, the Board adopted
final budget for the year ended June 30, 2019 was filed with the Nevada Department of Taxation.

Budgets are adopted on a basis consistent with GAAP for all funds. Formal budgetary integration in the financial
records is employed to enhance management contro] during the year for all funds requiring budgets. Budgets are

adopted for all governmental and proprietary fund types. The governmental fund type budgets are adopted on a

modified accrual basis and the proprietary funds type budgets are adopted on an accrual basis. The District can
amend or augment the budget after following State statutes and public hearing procedurcs The District did
augment its budget for the Community Services Special Revenue to reflect higher than expected activity for the ski
resort and filed the documents with the State of Nevada.

District Financial Initiatives and Accomplishments

The Board of Trustees establishes policy and direction, within the framework of the District Strategic Plan and its
Long Range Principles. The Plan covering the years 2018 to 2020 was adopted May 9, 2018. That period emphasis
includes developing performance measures, stabilizing planning for capital improvements, and enhancing

comrnunication at many levels,
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Performance m;ggurement through Fund Accounting Governmental Fund Accounting demonstrates sources and

uses through budgeung and reporung The District’s parcel owners paya facility fee that is dedicated to operational,
capital improvement and debt service by functions or activities. By using the. Specml Revenue, Capital Projects and
Debt Service Fund Types; the District can demonstrate and communicate the relationship of the facility fee paid
to how it was used for these very different types of transactions. Many of the District’s service venues require

substantial capital investment and 1mpzovements Operating statements alone do not represent the true scope of -

activity to make services available. This accounting not only provides a record of accomplishment, but allows for
 focused planmng to meet the strateglc objectives of sustamabxhty and capital maintenance :

: ¢ The District has identified approximately 6 xmles of effluent pxpe ine for
replacement overa seties of years. This -project is expected to cost at least $15,000,000. This replacement will be
paid for by rate increases over a period of years, rather than debt. Sewer Rates have been increased to accumulate

" more resources for this project. Water rates are set to a stnctly pay,for what you use as a cost of service.  The latest
rate increase went into effect in May 2019. Reslts. of the Utility operations exceed budget ‘The resources mtended
for the long term portzon of the efﬂuent pro;ect, have been mvested :

Feeat 830 The fiscal year 2018-19 marks. the nifith year in

Wthh the combmed fee totaled $830 The facxhty fee revenhe was reahzed as-planned.

: 1o: Fiscal year 2018-19 also
marks the’ nmth ‘year for \vhat has become known as smoodnng "This is an 1mt1at1ve zntegrated with the 5-year
capxtal plan, to schedule projects in a way to provxde reasonably consistent amounts for capital expenchture thus
avoiding increases in the total Facxhty Fee from year to year. The Recreation and Beach Facility Fee is intended to

generate resources for operauons debt service and capital expenditures. ‘The debt service and capxtal e:\pendxture
components are budgeted based on specific issues and projects. Following the maturity of bond issues, resources -

for debt service were directed toward capirtal improvement. Results of operations for 201819 in the Commumty
Services Special Revenue Fund were over budget. The Community Services Special Revenue fund balance
continues to be evaluated and is expected to be used for several major capital projects that have been‘identified for
completion in the next five years.

Lapital Project and Debt Service Fu ’nd§ Net Eg§jtigg Closes

From July 1, 2015 through June 30, 2019 the District used Capital Projects and Debt Service Funds as way to
demonstrate the use of dedicated revenues for those expenditures. During this period it was clear the focus of
users was not at a fund level; but rather primasily on the functional level expenditures. Such teporting can:be
accomplished through Special Revenue Funds. The District’s special revenue funds are the source of the dedicated
revenues then transferred to expend. Beginning July 1, 2019 these funds will -only be activated in the event of a
bond issue or other direct funding source needing a separate accounting. Tlns will simplify reports for our users.

Factors Affectmg Financial Condition L

Located on the riortheast shore of Lake Tahoe, Nevada, near the California border in Washoe County, the District's
economy 1§ la.rgely dependent on tourism,. centered on summer and winter recreational activities. Due to its
location, the regzon ’s economy i closely tied to the California/San Francisco Bay Area economy. The Reno-Sparks
Convention & Visitors Authority report at June 2019 indicates the combined room occupancy rate increased 6.3%
from last year.

Development within the District is challenged by the availability of parcels for redevelopment. There are
commercial projects planned in Crystal Bay. The preliminary development permits for the projects have been
approved. The scope of the development will be determined by future events. It is anticipated they will have a

positive effect on the area,

Located in Incline Village, Sierra Nevada College (SNC) is Nevada's only private residential four-year liberal arts
college which serves the community at large and those looking for a unique educational expedence. The college
has forged a unique partnership with Tahoe Center for Environmental Sciences (TCES). This partnership, between
public and private instimtions of higher education in two states, includes Sierra Nevada College, the University of
California, Davis (UUC Davis), the Desert Research Institute (DRI) and the University of Nevada, Reno (UNR).
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The 2010 census population of 9,087 reflects an 8% decrease since 2000. Of the District’s 7,954 housing units, the
Census reports 3,353 for seasonal recreation use. ‘This is 14% more than the number in 2000. There is no indication
of a change in these factors as of 2019. The median housmg value at June 30, 2019 for single family residence and
condo sales for Incline Village and Crystal Bay are §1,400, 000 and $619;000, respectfully, representing a 17%
increase on res1dence and a'11% increase on condos over last year. For the entire Washoe County the values were
$408,500 and $241,000- respectively.  Values in Incline Village and Crystal Bay tend to be more than the general
County because of a strong demand by Cahforma buyers looking for a preferred tax address in the Tahoe Basin.

. The Reno- Sparks June 2019 unemployment rate of 3.2% and is well under the State at 4. O% and is ‘below the
national level at 3.7%. : S

Lake Tahoe is known as one of the most beautiful regions in the world and as the largest alpirie lake in North -

America, it offers an alpine environment untouchable anywhere else: The pnsune beauty of Lake Tahoe draws over
three and one-half million visitors annually from around the world. From snow skiing to golfing to boating to
gaming, Lake Tahoe is one of the premier resort destinations, offenng visitors countless activities. ~Additionally,
‘ Inclme Vﬂlage / Crystal Bay offers a spectacular and serene mountain nelghborhood for property ‘owners.

The 2004 Leg151ature passed Assembly Bill 489 to provxde property tax relief Wluch prowdes a-partial abatement
of taxes by applying a 3% cap on the tax bill of the owner’s primary residence and a higher cap on- the tax bxﬁ of
other properties: begmnmg with the 2005/2006 tax- roll in Washoe County. For the fiscal year 2018-2019 the
abatement was 5428 437 based on State of Nevada Department of Taxation formulas. The pre-abated AdV alorem
1evy was $2,040 175.
Beginning in 2010, the District has had portion of its propetty tax settlements offset to setde a court ordered tax
refund by Washoe County. The General Fund was able to meet this obligation while mamtammg service levels
while the refund was completed Over the course of four years the total offset was approximately $1, 200,000. A
new action. has been taken to the Nevada Supreme Court, which referred the matter to the Washoe County District
- Court to decide if another round of refunds should be ordered. A District Court order was issued in October 2019
that'is being appealed to the Nevada Supreme Coust. A final decision has not been reached, nor is the outcome
and possible affect determinable as of June 30, 2019.

Budget Highlights

Gederal Fdnd ’ ‘

The General Fundis primarily responsible for governance and administration of the District’s activities. The Fund
has nominal change year to year. The General Fund is discussed in more detail in the MD&A section.
Community Services Special Revenue Budgetary Highlights

Comshunity Services cover a variety of recreation venues. The ski resort benefitted from extess snow by having

an extended season and higher than budgeted visits. This resulted in over $2,800,000 in additional revenue while.

only incurring ]ust over $475,000 in additional ¢osts. Our golf courses saw a stable level of play. The Parks and
Recreation venues-saw stable use. A substantial schedule of capital projects were done during the year. However,
there were still over $1,700,000 in capital projects carried over as unexpended and is reflected in Fund Balance.

Beach Budgetary H:ghhghts

The District’s beach venues saw increased revenues, desp1te higher warer levels on Lake 'lahoe The Beach is
independent of other operations and has sought to increase its resources for future capital projects. The Beach
Study identified a number of possibilities. There is an upcoming replacement project for the Burnt Cedar pool.
Utility Budgetary Highlights

The net position for the Utility Fund increased $2,650,244 for the year. Utilities increased rates about 3% to cover
its costs of service and to continue to facilitate building resources for the effluent pipeline replacement project,

The Utility Fund saw a year on year Increase in expenses mainly for personnel.
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Internal Services Budgetary Highlights

Internal Services includes Fleet, Engineering, Building Maintenance and Workers Compensation coverage. Both
Engineering and Buildings Maintenance were under budget due to staff vacancies. The overall revenues and
expenses balanced out. Fo]lowmg completion of a Loss Transfer and Assumption agreement, which allowed the
District to hqmdate its Work Comp claims liability from past years, a transfer of $174,356 was made to the General
Fund to close that activity under Internal Services. A transfes for §800 000 was made in the prior year. Another
$300,000 was budgeted and made during this fiscal year. Readers may refer to Notes 13 and 22 for more details
on the changes to the Workers Compensation program

Budget Augmentation, ap_glxcatmn of budget contingency and other budget reconciliations

The District’ appfoves a budget for each fiscal year by completing Form 4404LGF as prescribed by the State of -

Nevada Department of Taxation Local Government Finance. Preparation of this form set includes pxescnbed
account titles and allowable levels of detail. This form set in essence creates 2 Budgetary Basis ‘accounting and
presentation. To. prowde adequate. financial planning, the District’s approach to the budget includes an evaluation
in more detail of the flow of resources for both govemmental and business-type activities. This results in the
District budgeting for capital expenditure and debt service in the enterprise funds, similar to governmental type
funds. The District has presented additional schedules to reconcile basic financial statement presentations with
information included in Form 4404LGF for the fiscal year endmgjune 30, 2019.

As a result of excess snow fall and reésulting increased skier visits, a budget augmentation was adopted May 22
which increased Community Service Special Revenue Fund revenues by $2,800,000 and expenditures by $430,000.
This augmentation was largely focused on setting expenditures 4t a proper level to be in compliance with Nevada
Revised Statutes.

The District budgeted contingency in the General and Special Revenue Funds None of the contingency was used
for 2018-19; . ‘

The District has been engaged in a lawsuit for over six years that received a final order, which was then appealed.
Legal costs of the appeal were not budgeted. '

The District has'reported fair market value adjustments to its‘fixed income investments.- In the past these have
been reductions. In the current year they resulted in increase to value along with realizing improved rates of return.
The reported amount exceeds budget because neither cause was anticipated in early 2018 when the budget was

formulated.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded 2 Certificate of
Achievement for Excellence in Financial Reporting to Incline Village General Improvement District for its
Comprehensive Annual Financial Report for the fiscal year ended June 30, 2017, This was the eighteenth year that
the District has achieved this prestigious award. In order to be awarded a Certificate of Achievement, 2 government
must publish an easily readable and efficiently organized comprehensive annual financial report. This report must
satisfy both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current Comprehensive
Annual Financial Report continues to meet the Certificate of Achievement Program's requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.
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