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INDEPENDENT AUDITOR’S REPORT

To the Board of Commissioners
Morehead Recreation, Tourism and Convention Commission
Morehead, Kentucky
We have audited the accompanying financial statements of the governmental activities of the Morehead Recreation,
Tourism & Convention Commission as of and for the year ended June 30, 2015, which comprise the Commission’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility of the Morehead
Recreation, Tourism & Convention Commission’s management. Our responsibility is to an express opinion on these
financial statements based on our audit.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.
The Management Discussion and Analysis is not a required part of the basic financial statements but is supplementary
information required by GASB. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplemental information.
However, we did not audit the information and express no opinion on it.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities of the Morehead Recreation, Tourism & Convention Commission, as of June 30,
2015, and the respective changes in financial position and, where applicable, cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

1

Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the budget and actual be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated November 01, 2015, on our
consideration of the Morehead Recreation, Tourism & Convention Commission’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Morehead Recreation, Tourism & Convention Commission’s internal control over financial reporting and
compliance.

John T. Lane & Associates LLC
Mount Sterling, Kentucky
November 01, 2015
This report contains 28 pages.
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MOREHEAD RECREATION, TOURISM & CONVENTION COMMISSION
STATEMENT OF NET POSITION
June 30, 2015
Governmental
Activities

ASSETS & DEFERRED OUTFLOWS
Current Assets
Cash and cash equivalents
Prepaid bond interest
Accounts receivable

$

Total Current Assets

93,079
9,460
128,443
230,982

Noncurrent Assets
Buildings, land and equipment (Note 3)
Accumulated depreciation

9,968,834
(1,898,931)

Total Noncurrent Assets

8,069,903

Deferred outflow of resources

39,433

Total Assets and Deferred Outflow of Resources

$

8,340,318

$

23,267
9,859
23,250
3,437
261,094

LIABILITIES & DEFERRED INFLOWS
Current Liabilities
Accounts payable
Accrued liabilities
Accrued interest
Accrued compensated absences
Notes and leases payable (Note 4)
Total Current Liabilities

320,907

Noncurrent Liabilities
Accrued compensated absences
Notes and leases payable (Note 4)
Accrued pension and OPEB liabilities

8,020
6,633,420
298,000

Total Noncurrent Liabilities

6,939,440

Deferred inflow of resources

33,000

Total Liabilities and Deferred Inflow of Resources

7,293,347

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

1,175,389
9,460
(137,878)

Total Net Position

$

1,046,971

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

10

MOREHEAD RECREATION, TOURISM & CONVENTION COMMISSION
Statement of Activities
for the year ended June 30, 2015

Functions/Programs

Program Revenues
Net (Expense)
Revenue and

Primary Government
Governmental Activities
General and administrative
Special events and recreation
Events and catering
Interest on long-term debt
Total Governmental Activities

Charges for

Operating

Changes in

Services

Grants

Net Position

Expenses

$ 1,050,869
130,527

$

-

$

44,307
-

$

341,593

93,755
-

-

(1,006,562)
(130,527)
93,755
(341,593)

1,522,989

93,755

44,307

(1,384,927)

General Revenues
Hotel tax
Restaurant tax
Miscellaneous
Rental service
RCAC management fee
Interest

151,847
1,303,347
4,502
4,097
7,529
83

Total General Revenues

1,471,405

Extraordinary item--loss on disposal of capital asset

(16,160)

Change in Net Position

70,318

Net position -- beginning

1,283,653

Prior period adjustment
Net position -- ending

(307,000)
$

1,046,971

The accompanying notes to the basic financial statements are an integral part of these statements.
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MOREHEAD RECREATION, TOURISM & CONVENTION COMMISSION
BALANCE SHEET
GOVERNMENTAL FUND
June 30, 2015

ASSETS & DEFERRED OUTFLOWS

General

Current Assets
Cash and cash equivalents
Prepaid bond interest
Accounts receivable

$

Total Assets

93,079
9,460
128,443
230,982

Deferred outflow of resources

39,433

Total Assets and Deferred Outflow of Resources

$

270,415

$

23,267
9,859
23,250
3,437

LIABILITIES, DEFERRED INFLOWS & FUND BALANCE
Current Liabilities
Accounts payable
Accrued liabilities
Accrued interest
Accrued compensated absences
Total Liabilities

59,813

Deferred Inflow of Resources

33,000

Total Liabilities and Deferred Inflow of Resources

92,813

FUND BALANCE
Unrestricted
Restricted

168,142

Total Fund Balance

177,602

9,460

Total Liabilities, Deferred Inflow and Fund Balance

$

270,415

Total Governmental Fund Balance

$

177,602

Amounts reported for governmental activities in the statement
of net position are different because:
Capital assets used in governmental activities are not
financial resources and therefore are not
reported in the funds
Accumulated depreciation
Long-term liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the funds
Net Position of Governmental Activities

9,968,834
(1,898,931)

(7,200,534)
$

1,046,971

The accompanying notes to the basic financial statements are an integral part of these statements.
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MOREHEAD RECREATION, TOURISM & CONVENTION COMMISSION
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
for the year ended June 30, 2015

REVENUES
Hotel tax
Restaurant tax
State matching funds
Events and catering
Rental service
RCAC management fee
Other

$ 151,847
1,303,347
44,307
93,755
4,097
7,529
4,585

Total Revenue

1,609,467

EXPENSES
General and administrative
Special events and recreation
Debt service - principal
Debt service - interest
Capital outlay

848,708
130,527
249,386
341,593
55,573

Total Expenditures

1,625,787

Excess (deficiency) of revenues
over expenditures

(16,320)

Net Change in Fund Balance

(16,320)

Fund balances - beginning

193,922

Fund balances - ending

$ 177,602

The accompanying notes to the basic financial statements are an integral part of these statements.
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MOREHEAD RECREATION, TOURISM & CONVENTION COMMISSION
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balance of Governmental Funds to the
Statement of Activities
for the year ended June 30, 2015

Reconciliation to government-wide change in net position:
Net change in fund balances

$

(16,320)

increase/(decrease):
capital outlay expenditures capitalized

55,573

debt service expenditures

590,979

net pension liability adjustment per GASB 68

9,000

loss on disposal of capital asset

(16,160)

depreciation on governmental activities assets

(210,338)

change in long-term portion of accrued compensated absences

(823)

interest on long-term debt

(341,593)

Change in net position, Governmental Activities

$

70,318

The accompanying notes to the basic financial statements are an integral part of these statements.
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MOREHEAD RECREATION, TOURISM AND CONVENTION COMMISSION
Notes to the Financial Statements
June 30, 2015
Note 1 – Summary of Significant Accounting Policies
A. Nature of Activities
Morehead Recreation, Tourism and Convention Commission (“Commission”) was established on October
13, 1975, by the City of Morehead pursuant to KRS 83.345 (as amended) for the purpose of promoting
recreational, tourist, and convention activities in Morehead and Rowan County. The Commission’s primary
source of revenue is from a restaurant tax and a hotel and motel room tax, which are both collected by the
City of Morehead.
B. Basis of Presentation
The Commission presents its financial statements in accordance with the provisions of Governmental
Accounting Standards Board Statement No. 34, “Basic Financial Statements-and Management’s Discussion
and Analysis-for State and Local Governments,” and consists of the following:
Management’s discussion and analysis (required supplementary information);
Basic Financial Statements
Government-wide financial statements
Fund financial statements
Notes to the financial statements
Government-wide Financial Statements
The government-wide financial statements include a statement of net position and the statement of activities.
These statements display information about the Commission as a whole. The statements distinguish
between governmental and business-type activities, which rely on fees and charges for support. The
government-wide statement of activities reflects costs of government by function for governmental activities
and business-type activities. Program revenues include charges paid by recipient for the goods or services
offered by the program and grants or contributions that are restricted by the program. Revenues which are
not classified as program revenues are presented as general revenues of the Commission.
Fund Financial Statements
Fund financial statements report detailed information about the Commission. The accounts of the
Commission are organized on the basis of funds each of which is considered to be a separate fiscal and
accounting entity. Each fund is accounted for by providing a separate set of self-balancing accounts that is
comprised of its assets, liabilities, reserves, fund equity, revenues and expenditures or expenses.
Governmental Funds are those through which most governmental functions are detailed. The governmental
fund measurement focus is upon determination of financial position and budgetary control over revenues
and expenditures. Proprietary Fund Types are used to account for operations that are financed and
operated in a manner similar to business enterprises-where intent of the governing body is that costs of
providing services are to be financed or recovered primarily through user charges.
The following fund is used by the Morehead Recreation, Tourism and Convention Commission:
Governmental Fund Types
General Fund – The general operating fund of the Commission is used to account for all financial resources
except those required to be accounted for in another fund.
C. Basis of Accounting
Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts
and reported in the financial statements. Basis of accounting relates to the timing of the measurements
made, regardless of the measurement focus applied.
Government-wide Financial Statements
The Statement of Net Position and the Statement of Activities display information about the Commission as
a whole. The government-wide statements are prepared using the economic resources measurement focus.
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This is the same approach used in the preparation of proprietary fund financial statements but differs from
the manner in which governmental fund financial statements are prepared. Governmental fund financial
statements therefore include reconciliations with brief explanations to better identify the relationship between
the government-wide statements and the statements for individual funds.
Fund Financial Statements
The financial transactions of the Commission are recorded in individual funds. Their focus is on individual
funds rather reporting funds by type. The accounting and financial reporting treatment applied to a fund is
determined by its measurement focus. All governmental funds are accounted for using a flow of current
financial resources measurement focus. With this measurement focus, only current assets and current
liabilities generally are included on the balance sheet.
All governmental funds are accounted for using the modified accrual basis of accounting. Under the
modified accrual basis of accounting, revenues are recognized when they become measurable and
available. “Available” means collectible within the current period or soon enough thereafter to be used to
pay liabilities of the current period. Expenditures, other than interest on long-term debt, are recorded when
the liability is incurred.
Investment earnings are recorded when earned since they are measurable and available in all funds.
D. Budgeting
The Commission follows procedures established by the City of Morehead in budgetary data reflected in the
financial statements. Budgets for all funds are adopted on a basis consistent with generally accepted
accounting principles.
Budgeted amounts in the financial statements are adopted by the Commission Board, the City Council of
Morehead, and submitted to the Fiscal Court before July 1 of every year.
E. Use of Estimates
The preparation of financial statements in the conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.
F. Reporting Entity
The Commission’s functions include the promotion of area tourism and recreation activities. As required by
accounting principles generally accepted in the United States of America, these financial statements present
the financial position and results of operations of the Morehead Recreation, Tourism and Convention
Commission, a primary government. There are no component units to be included herewith, but this report
does include all funds, account groups and programs which are controlled by the entity’s governing body.
The Commission is a component unit of the City of Morehead.
G. Pensions
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the
County Employees’ Retirement System (CERS) and additions to/deductions from CERS’ fiduciary net
position have been determined on the same basis as they are reported by CERS. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.
2.

Cash and Investments
KRS 66.480 allows local governments to invest money in obligations of the United States and of its agencies
and instrumentalities, repurchase agreements for U.S. government securities, bonds or certificates of
indebtedness of the Commonwealth of Kentucky and its agencies and instrumentalities; deposits with
savings and loan associations insured by an agency of the U.S. government, or interest-bearing deposits in
national or state banks chartered in Kentucky and insured by an agency of the U.S. government. Amounts
invested in interest-bearing deposits that exceed FDIC insurance must be fully collateralized in accordance
with KRS 41.240(4), with securities pledged that have a current quoted market value at least equal to any
uninsured deposits.
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Cash consists of demand deposit balances and a savings account with local financial institutions. All
balances as of June 30, 2015 were covered by FDIC insurance or collateralized with securities held by the
pledging financial institution’s trust department or agent in the entity’s name.
The Commission transfers $1062/month from its operating account into a depreciation reserve account to
help pay for major repairs on its capital assets due to normal wear and tear.
The Commission’s cash and cash equivalents consist of cash held in a checking account in the amount of
$28,999, a depreciation reserve account in the amount of $49,894 and a theatre account in the amount of
$14,086, totaling $92,979. The remaining $100 is held as petty cash. Deposits with financial institutions are
secured as follows:

Insured by FDIC
Collateralized with specific securities
in the Commission’s name which are
held by the financial institution
Uncollateralized

Reconciled
Bank Balance
$ 92,979

0
0
$ 92,979

Deposits
in Bank
$ 98,399

0
0
$ 98,399

3. Capital Assets
The following is a summary of furniture, equipment and leasehold improvements as of June 30, 2015:

Balance

Adjustments/

Description
Land, non-depreciable
Convention Center
Automobiles
Equipment
Land improvements
Total

07/01/14
$ 2,266,671
7,273,381
34,398
269,754
89,257
$ 9,933,461

$

Additions
55,573
55,573

Accumulated depreciation

$ 1,692,633

$

210,338

Capital assets, net of
accumulated depreciation

$ 8,240,828

$

Balance
Deletions
$
20,200
$ 20,200

06/30/15
$ 2,266,671
7,253,181
34,398
325,327
89,257
$ 9,968,834

$

$ 1,898,931

4,040

$ 8,069,903

Capital assets are recorded at cost or estimated cost. Depreciation of capital assets is provided over the
useful lives of the respective assets using the straight-line method. The estimated useful lives are as follows:
Vehicles, furniture and equipment
Buildings and improvements
Land improvements

5-10 years
25-40 years
10-20 years

4. Notes and Leases Payable
A. Leases Payable
On, June 19, 2003, the Commission entered into a lease financing arrangement with the Kentucky League of
Cities. The total amount financed was $ 4,970,000. The lease has a variable interest rate and a term of 28 ½
years. The interest rate at June 30, 2015 was 4.04%. The Commission entered into this lease for
acquisition, construction, installation and equipping of a convention center to be located in Morehead,
Kentucky.
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Total Payment
Fees
27,665 $
307,611
26,600
307,360
25,466
307,884
24,329
295,370
23,254
322,296
95,069
1,548,249
53,823
1,559,740
7,760
706,389
283,966 $ 5,354,899

Principal
Interest
2016 $
135,806 $
144,140 $
2017
142,754
138,006
2018
150,057
132,361
2019
144,619
126,422
2020
178,921
120,121
2021-2025
965,286
487,894
2026-2030
1,238,809
267,108
2031-2033
666,609
32,020
Total $ 3,622,861 $ 1,448,072 $

In addition to the above, the Commission total base rental also includes a .25% administration fee, a
fiduciary fee, a .4% credit fee, and a .08% remarketing fee. These fees are calculated on the remaining
principal of the base lease.
On June 19, 2003, the Commission entered into a lease financing arrangement with the Kentucky League of
Cities. The total amount financed was $ 1,520,000. The lease has a variable interest rate and a term of 26
½ years. The interest rate at June 30, 2015 was 4.07 %. This lease was acquired to help finance the
acquisition, construction, installation and equipping of the convention center.

Total Payment
Fees
8,522 $
100,346
8,137
100,184
7,741
100,245
7,321
100,231
6,887
100,280
27,094
500,838
12,324
467,230
78,026 $ 1,469,354

Principal
Interest
2016 $
50,856 $
40,968 $
2017
53,299
38,748
2018
55,857
36,647
2019
58,540
34,370
2020
61,351
32,042
2021-2025
353,887
119,857
40,721
2026-2030
414,185
Total $ 1,047,975 $
343,353 $

In addition to the above, the Commission total base rental also includes a .25% administration fee, a
fiduciary fee, a .4% credit fee and a .08% remarketing fee. These fees are calculated on the remaining
principle of the base lease.
On December 15, 2005, the Commission entered into a lease financing arrangement with the Kentucky
League of Cities. The total amount financed was $ 1,500,000. The lease has a variable interest rate and a
term of 28 ½ years. The interest rate at June 30, 2015 was 3.99 %. This lease was acquired to help finance
the acquisition, construction, installation and equipping of the convention center.
Principal
2016 $
42,722
2017
44,478
2018
46,107
2019
47,867
2020
49,625
2021-2025
278,295
2026-2030
335,362
2031-2035
324,341
Total $ 1,168,797

Interest
$
46,866
44,927
43,170
41,260
39,351
163,863
101,774
28,201
$
509,412

$

$

Total Payment
Fees
9,387 $
98,975
9,060
98,465
8,726
98,003
8,374
97,501
8,024
97,000
34,192
476,350
22,890
460,026
8,709
361,251
109,362 $ 1,787,571

On November 30, 2007, the Commission entered into a lease financing arrangement with the Kentucky
League of Cities. The total amount financed was $ 1,250,000. The lease has a variable interest rate and a
term of 28 ½ years. The interest rate at June 30, 2015 was 4.10%. This lease was acquired to help finance
the acquisition, construction, installation and equipping of the convention center and its parking lot.
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2016 $
2017
2018
2019
2020
2021-2025
2026-2030
2031-2035
2036
Total $

Principal
31,710
33,316
34,776
36,379
37,978
218,157
273,015
341,759
47,791
1,054,881

Interest
42,739
41,255
39,938
38,483
37,028
159,340
109,370
46,737
686
$
515,576
$

$

$

Total Payment
Fees
(339) $
74,110
8,871
83,442
8,616
83,330
8,344
83,206
8,075
83,081
35,709
413,206
26,557
408,942
15,099
403,595
890
49,367
111,822 $ 1,682,279

B. Notes Payable
On June 15, 2005, the Commission entered into a note payable financing arrangement with Whitaker Bank.
The original amount financed was $330,500 and the interest rate is 3.25%. The balance of the note at June
30, 2015 was $-0-; the note was paid off during the fiscal year.
Changes in Notes & Leases Payable
During the year ended June 30, 2015, the following changes occurred:

Balance
Description
Kentucky League of Cities
Total

07/01/2014
$ 7,143,900
$ 7,143,900

Balance
Proceeds
$
$

-

Principal
Paid
$ 249,386
$ 249,386

06/30/2015
$ 6,894,514
$ 6,894,514

Current
Portion
$ 261,094
$ 261,094

5. Matching Funds
Each year the Commission files a matching grant application with the Kentucky Department of Tourism.
Under the terms of the grant, the Commission is reimbursed for fifty percent of allowable advertising
expenses.
6. Defined Benefit Pension Plan
General Information about the Pension Plan
Plan description - Regular, full-time, employees of the Commission are provided with pensions through the
County Employees’ Retirement System (CERS)—a cost-sharing multiple-employer defined benefit pension
plan administered by the Kentucky Retirement System. The assets of CERS are pooled with two other
retirement systems Kentucky Retirement System administers, KERS & SPRS. Although invested as a whole
each system’s assets are used only for the members of that plan. Kentucky Revised Statute (KRS) chapter
61 grants the authority to establish and amend the benefit terms to the Kentucky Retirement System’s Board
of Trustees (Board). Kentucky Retirement System issues a publicly available financial report that can be
obtained on their website.
Benefits provided - CERS provides retirement, insurance, disability, and death benefits. Retirement benefits
are determined from an average of the five highest years of compensation for those whose participation
began before September 01, 2008. For those who began participation on or after September 01, 2008
retirement benefits are determined as an average of the last complete five years. A percentage is then taken
from those averages based on the employee’s months of service. Employees are eligible for service-related
disability benefits with at least 60 months of service. If the member is receiving monthly benefits based on at
least four years of service, then a $5,000 death benefit is payable to the member’s designated beneficiary.
For those employees whose participation began prior to July 01, 2003, CERS will pay a portion of the
monthly premium for single coverage based upon service credit accrued at retirement. For those employees
whose participation began on or after July 01, 2003 and before September 01, 2008, employees are
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required to earn at least 10 years of service credit to be eligible for insurance benefits. Employees whose
participation began on or after September 01, 2008 must earn at least 15 years of service credit to be
eligible for insurance benefits.
Cost of living adjustments to monthly retirement allowance must be approved by the Kentucky State
Legislature (Legislature) and requires the system to be either 100% funded or appropriations are made to
cover the increase are by the Legislature.
Contributions - Employees are required to contribute 5% of their annual pay. Employees whose participation
began on or after September 01, 2008 are required to contribute an additional 1%. This additional 1% is
credited to the insurance fund and is non-refundable. The Commission’s contractually required contribution
rate for the year ended June 30, 2015 was 17.76% of annual payroll, actuarially determined as an amount
that, when combined with employee contributions, is expected to finance the costs of benefits earned by
employees during the year, with an additional amount to finance any unfunded accrued liability.
Contributions to the pension plan from the Commission were $39,433 for the year ended June 30, 2015.
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions
At June 30, 2015, the Commission reported a liability of $298,000 for its proportionate share of the net pension
liability. The net pension liability was measured as of June 30, 2014, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that date. The Commission’s
portion of the net pension liability was based on the Commission’s proportionate share of retirement
contributions for the fiscal year ended June 30, 2014. At June 30, 2014 the Commission’s proportionate share
was 0.01%.
For the year ended June 30, 2015, the Commission recognized pension expense of $24,000. At June 30, 2015,
the Commission reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:
Deferred Outflows
Deferred Inflows
of Resources
of Resources
Net difference between projected and actual
earnings on pension plan investments

$

Commission’s contributions subsequent
to the measure date
Total

$

-0-

$ 33,000

39,433

-0-

39,433

$ 33,000

$39,433 reported as deferred outflows of resources related to pensions resulting from the Commission’s
contributions subsequent to the measurement date will be recognized as a reduction of the net pension liability in
the year ended June 30, 2016. Other amounts reported as deferred outflows of resources and deferred inflows
of resources related to pensions will be recognized in pension expense as follows:
Year Ended

Amount

June 30, 2016

$ (6,600)

June 30, 2017

(6,600)

June 30, 2018

(6,600)

June 30, 2019

(6,600)

June 30, 2020

(6,600)

Thereafter

-0-

Total

$ (33,000)

20

Actuarial assumptions - The total pension liability in the June 30, 2014 actuarial valuation was determined
using the following actuarial assumptions, applied to all periods included in the measurement:
Inflation

3.5%

Salary increases

4.5% average including inflation

Investment rate of return

7.75%, net of pension plan investment expense
including inflation

Mortality rates were based on the 1983 Group Annuity Mortality Table for all retired members and
beneficiaries as of June 30, 2006 and the 1994 Group Annuity Mortality Table for all other members. The
Group Mortality Table set forward 5 years is used for the period after disability retirement.
The actuarial assumptions used in the June 30, 2014 valuation were based on the results of an actuarial
experience study for the period July 1, 2005-June 30, 2008.
The long-term expected return on system assets is reviewed as part of the regular experience studies
prepared every five years. The most recent analysis, performed for the period covering fiscal years 2005
through 2008, is outlined in a report dated August 25, 2009. Several factors are considered in evaluating the
long-term rate of return assumption including long-term historical data, estimates inherent in current market
data, and a log-normal distribution analysis in which best estimate ranges of expected future real rates of
return (expected return and net of investment expense) were developed by the investment consultant for
each major asset class. These ranges were combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and then adding
expected inflation. The capital market assumptions developed by the investment consultant are intended for
use over a 10-year horizon and may not be useful in setting the long-term rate of return for funding pension
plans which covers a longer time frame. The assumption is intended to be a long-term assumption and is
not expected to change absent a significant change in the asset allocation, a change in the inflation
assumption or a fundamental change in the market that alters expected returns in future years. The target
allocation and best estimates of rates of return for each major asset class are summarized in the following
table:

Asset Class______________
Domestic Equity
International Equity
Emerging Market Equity
Private Equity
Real Estate
Core US Fixed Income
High Yield US Fixed Income
Non US Fixed Income
Commodities
TIPS
Cash

Target Allocation
30%
22%
5%
7%
5%
10%
5%
5%
5%
5%
1%
100%

Long-Term Unexpected
Nominal Return
8.45%
8.85%
10.5%
11.25%
7%
5.25%
7.25%
5.5%
7.75%
5%
3.25%

Discount rate - The discount rate used to measure the total pension liability was 7.75%. The projection of cash
flows used to determine the discount rate assumed that employee contributions will be made at the current
contribution rate and that contributions from the Commission will be made at contractually required rates,
actuarially determined. Based on those assumptions, the pension plan’s fiduciary net position was projected to
be available to make all projected future benefit payments of current active and inactive employees.

21

Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.
Sensitivity of the Commission’s proportionate share of the net pension liability to changes in the discount rate The following presents the Commission’s proportionate share of the net pension liability calculated using
the discount rate of 7.75%, as well as what the Commission’s proportionate share of the net pension liability
would be if it were calculated using a discount rate that is 1-percentage-point lower (6.75%) or 1-percentagepoint higher (8.75%) than the current rate:
1%
Decrease
6.75%

Current
Discount Rate
7.75%

$ 393,000

$ 298,000

1%
Increase
8.75%

Commission’s proportionate
share of the net pension liability

$ 215,000

Pension plan fiduciary net position - Detailed information about the pension plan’s fiduciary net position is
available in the separately issued CERS financial report.
7. Kentucky Employees’ Deferred Compensation Plan
Kentucky Public Employees’ Deferred Compensation Authority (KDC) is authorized under the Kentucky
Revised Statutes (18A.230-18A.275) to provide administration of tax-deferred supplemental retirement plans
for all state, public school and university employees, and employees of local political subdivisions that have
elected to participate. It is an agency attached to the Personnel Cabinet of the Commonwealth of Kentucky
for administrative purposes only.
A 457(b) pre-tax plan is a governmental deferred compensation plan that allows participants to make taxdeferred contributions each pay period, which are then invested and potentially grow usually until retirement.
The Kentucky Public Employees’ Deferred Compensation Authority (KDC) 457(b) Deferred Compensation
Plan allows State employees to get the same benefit, through a program that is specifically tailored to the
needs of Kentucky public employees. A minimum monthly payroll contribution of $30 per plan is required.
The Internal Revenue Services’ maximum elective deferrals for 2015 is $18,000 for those under age 50,
$18,000 age 50 and up, and $36,000 for special catch-up contributions. You can learn more about the plan
by visiting the Kentucky Deferred Comp website at www.KentuckyPlans.com.
Employee contributions to the plan for the year were $3,195.
8. Risk Management
The Morehead Recreation, Tourism and Convention Commission is exposed to various risks of loss related
to torts; theft of, damage to, and destruction of assets; errors and omissions; injuries to employees; and
natural disasters. In addition to its general liability insurance, the Commission also carries commercial
insurance for all other risks of loss such as worker’s compensation and employee health and accident
insurance.
9. Accrued Compensated Absences
Sick Leave – All employees occupying full-time established positions should receive eight hours sick leave
credit for each month of service. Sick leave may be accrued up to a maximum of 120 days (960 hours).
Accumulated sick leave shall not be compensated upon termination.
Vacation Leave – All employees occupying full-time established positions should be granted annual leave
at full pay at the current salary rate.
The following schedule applies for maximum accrual:
First seven years of employment – 80 hours
8 years or more of employment – 120 hours
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Vacation leave shall be accrued at the rate of 1/12th of the annual rate per month of employment. After
completing 12 months of employment, any employee who terminates employment shall be compensated for
all accrued but unused vacation leave.
Current portion
Noncurrent portion
Total
10.

$

3,437
8,020
$ 11,457

Rowan County Arts Center
The Morehead Tourism Commission shall allow the Rowan County Arts Promotion Foundation to subsidize
the salary of the Executive Director of the Rowan County Arts Center (RCAC) in the amount of $13,000 for
the fiscal year ending June 30, 2015.
The Tourism Commission acknowledges that the RCAC Executive Director shall be principally engaged in
the promotion, development and administration of the Rowan County Arts Center but also expects that a
substantial portion of the individual’s work schedule will be devoted to tasks assigned by the Tourism
Commission.
Additional details about this agreement may be obtained by contacting the Morehead Recreation, Tourism &
Convention Commission.

11. Prior Period Adjustment
To record net pension liability in accordance with GASB 68 - $(307,000)
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SUPPLEMENTAL INFORMATION

MOREHEAD RECREATION, TOURISM & CONVENTION COMMISSION
Statement of Revenues, Expenditures
and Changes in Fund Balance
Governmental Fund
Budget and Actual

Morehead Tourism Commission (MTC)
for the year ended June 30, 2015
Original,

Variance

Enacted &

Favorable
Actual

Final Budget
REVENUES
Morehead Tourism Commission (MTC)
Carryover
RCAC management fee
Transient room tax
Morehead restaurant tax - MTC
State matching funds
Interest income
Grant income
Miscellaneous income
Event income
Total MTC revenue

$

15,000
150,882
261,931
28,500
19,500
2,000
477,813

EXPENSES
Morehead Tourism Commission (MTC)
Accountant expense
Administrative services
Legal
Executive director
Executive assistant
RCAC executive director
RCAC building assistant
EDC marketing support
Marketing - MTC
Audit
Event expense
Staff travel & dues - MTC
Copier lease
Payroll tax expenses - MTC
Benefits - MTC
Tax expense - MTC
Administrative expense
Postage/meter lease
Grant funding
Retirement - MTC
Cell phone expense
Grant expense
Total MTC expenses
Profit/(loss)
MTC Summary
Revenues
Expenses
Difference

$

7,000
11,400
1,000
52,275
32,881
36,593
5,000
79,261
6,500
13,000
7,200
10,352
21,019
8,835
10,000
182,914
22,137
2,400
19,500
529,267

7,529
151,847
268,855
24,807
70
19,500
4,502
477,110

(Unfavorable)

$

6,000
13,008
688
52,663
34,281
41,290
5,917
5,009
187,686
6,250
13,076
8,453
11,477
20,567
4
11,006
6,309
109,623
18,488
2,400
2,635
556,830

(7,471)
965
6,924
(3,693)
70
2,502
(703)

1,000
(1,608)
312
(388)
(1,400)
(4,697)
(917)
(5,009)
(108,425)
250
(76)
(1,253)
(1,125)
452
(4)
(2,171)
3,691
73,291
3,649
16,865
27,563

$

(51,454)

$

(79,720)

$

(28,266)

$

477,813
529,267

$

477,110
556,830

$

(703)
(27,563)

$

(51,454)

$

(79,720)

$

(28,266)
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MOREHEAD RECREATION, TOURISM & CONVENTION COMMISSION
Statement of Revenues, Expenditures
and Changes in Fund Balance
Governmental Fund
Budget and Actual

Morehead Convention Commission (MCC)
for the year ended June 30, 2015
Original,

Variance

Enacted &

Favorable

Final Budget
REVENUES
Morehead Conference Center (MCC)
Carryover
Morehead restaurant tax - MCC
Interest revenue
Events
Local catering income
Special event staffing
Catering Lundys
Rental service income

$

Total MCC revenue
EXPENSES
Morehead Conference Center (MCC)
MCC director
MCC building operator
MCC building services technician
MCC building assistants (part-time)
Marketing - MCC
Staff travel & dues - MCC
Payroll tax expenses - MCC
Vehicle maintenance/gas
Benefits - MCC
Insurance
Retirement - MCC
Rental services expense
Parking lease
Cleaning supplies
Local catering expense
Equipment repair
Utilities - phone & DSL
Utilities - electric
Utilities - gas
Garbage
Water & sewer
Utilities - electric sign
Depreciative asset reserve / capital purchases
Jeffersontown Pool
Morehead Pool
Newport Pool
Richmond Pool
Interest expense
Total MCC expenses
Profit/(loss)
MCC Summary
Revenues
Expenses
Difference

928,663
95,000
19,000
2,000
19,500
7,000

Actual

$

1,034,492
13
54,890
21,007
17,858
4,097

(Unfavorable)

$

105,829
13
40,110
2,007
(2,000)
(1,642)
(2,903)

1,071,163

1,132,357

61,194

38,000
35,364
22,807
40,000
51,000
8,500
8,151
4,000
25,226
27,500
17,054
16,575
7,600
28,707
17,500
79,000
8,000
67,410
15,000
720
2,000
1,500
60,000
286,295
867,909

38,000
35,627
23,097
25,162
24,134
6,100
9,824
2,658
16,460
38,916
14,512
13,372
7,200
8,808
20,904
46,521
8,147
70,653
9,542
681
1,068
1,019
55,573
48,565
41,227
129,196
30,398
341,593
1,068,957

(263)
(290)
14,838
26,866
2,400
(1,673)
1,342
8,766
(11,416)
2,542
3,203
400
19,899
(3,404)
32,479
(147)
(3,243)
5,458
39
932
481
4,427
(48,565)
(41,227)
(129,196)
(30,398)
(55,298)
201,048

$

203,254

$

63,400

$

(139,854)

$

1,071,163
867,909
203,254

$

1,132,357
1,068,957
63,400

$

61,194
(201,048)
(139,854)

$
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS
To the Board of Commissioners
Morehead Recreation, Tourism and Convention Commission
Morehead, Kentucky
We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General
of the United States, the financial statements of the governmental activities of the Morehead Recreation, Tourism and
Convention Commission, as of and for the year ended June 30, 2015, and the related notes to the financial statements,
which collectively comprise Morehead Recreation, Tourism and Convention Commission’s basic financial statements, and
have issued our report thereon dated November 01, 2015.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Morehead Recreation, Tourism and
Convention Commission’s internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Morehead Recreation, Tourism and Convention
Commission’s internal control. Accordingly, we do not express an opinion on the effectiveness of the Morehead
Recreation, Tourism and Convention Commission’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely
basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies.
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Morehead Recreation, Tourism and Convention
Commission’s financial statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.
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Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
entity’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

John T. Lane & Associates LLC
Mount Sterling, Kentucky
November 01, 2015
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MOREHEAD RECREATION, TOURISM AND CONVENTION COMMISSION
SCHEDULE OF FINDINGS AND RESPONSES
June 30, 2015
FINDINGS – FINANCIAL STATEMENTS AUDIT
PRIOR FINDINGS
None
CURRENT FINDINGS
None
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