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INDEPENDENT AUDITORS” REPORT

To the Board of Directors of
Indianapolis Convention & Visitors Association:

We have audited the accompanying consolidating statements of financial position of Indianapolis
Convention & Visitors Association, Inc. and Subsidiaty {the Association) as of December 31, 2008 and the
related consolidating statements of activities, functional expenses and cash flows for the year then ended.
These financial statements are the responsibility of the Association's management. Our responsibility is to
express an opinion on these consolidating financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States,
Gouvernnmient Andifing Standards issued by the Comptroller General of the United States and Guidelines for
Examination of Entities Receiving Financial Assistance from Governmental Sonrees established by the Indiana State
Board of Accounts. Those standards require that we plan and perform the audit to obtain teasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Assoctation as of December 31, 2008, and the results of operations and cash flows
for the year then ended in conformity with accounting principles generally accepted in the United States.

In accordance with Government Aunditing Standards, we have also issued a repott dated April 20, 2009 on our
consideration of the Association's compliance and intetnal controls over financial reporting.

Aptil 20, 2009

We\Deliver Peace of Mind
5342 W. Vermont StreetmIndianapolis, IN 46224m317.241.2999aFax: 317.240.4485mwwiv.gscocpa.com
Celebrating 60 Years of Serving Businesses and Qur Conunuuity



INDIANAPOLIS CONVENTION & VISITORS ASSOCIATION, INC. AND SUBSIDIARY

Consoltdating Statements of Financial Position
December 31, 2008
With Comiparative Totals for Decentber 31, 2007

Indianapolis
Convention & Tourism Consolidated
ASSETS Visitoss Tomorrow, Totals
Association, Ine. Inc, Eliminations 2008 2007
Current Assets
Cash and cash cquivalents $ 1,617,731 $ 192,236 3§ - $ 1,809,967 $ 2,189,587
Accouats receivable
Membership dues 343,573 .- - 343,573 421,029
intercompany 17,706 27,500 (45,2006) - -
Convention and event, less allowance for
doubtful accounts of $6,000 and $10,000,
respectively 222,153 - - 222,153 317,869
Advettising, less allowance for doubtful
accounts of §9,000 and $9,000, respectively 49,546 - - 49,546 29,087
Pledges, less allowance for doubtful
accounts of §9,750 and $10,000, respectively 156,750 - - 156,750 138,250
Other, less allowance for doubtful accounts
of $3,000 and §18,250, respectively 36,250 3,740 - 39,990 111,104
Prepayments and other 344,347 12,299 - 356,646 536,955
Total crerrent assele 2,788,056 235,775 {45,206) 2,978,625 3,743,881
Property and Equipment, Net 665,237 10,650 - 675,887 675,428
Other Assets
Investments held for future commitments 1,613,728 525,272 - 2,139,000 2,480,290
Total assels $ 5,067,021 5 771,697 § (45,206) % 5,793,512 $ 6,899,599
LIABILITIES AND NET ASSETS
Curtent Liabilities
Trade accounts payable $ 397,352 $ 18,567 $ - $ 415919 3 429946
Accounts payable - intercompany 27,500 17,706 (45,2006) - -
Other accruals 990,743 - - 990,743 610,125
Deeferred revenue
Membership dues 579,665 - - 579,665 597,810
Advertising revenue 113,245 - - 113,245 116,827
Other 23,746 - - 23,740 34,696
Total curvent fabilities 2,132,251 16,273 (45,206) 2123318 1,789,404
Commitments (Notes 7 and 8)
Net Assets
Unrestricted net assets 2,168,270 735,424 - 3,503,694 4,961,945
Temporarily restdeted net assets 166,500 - - 166,500 148,250
Total net assets 2,934,770 735,424 - 3,670,194 5,110,195
Total liabilities and net astets $ 5,067 021 § 711,697 $ {45,206 $ 5,793,512 $ 6,899,599

Sce notes to consolidating financial statements.




INDIANATPOLIS CONVENTION & VISITORS ASSOCIATION, INC. AND SUBSIDIARY

Consolidating Statenents of Activities
For the Year Ended Decernber 31, 2008
With Comparative Totals for Decernber 31, 2007

Indianapolis
Convention &  Tousism Consolidated
Visitors Tomorrow, Totals
Association, Inc, Inc, Eliminations 2008 2007
Uncestricted Revenue
Pramotional service fees $ 7,838,234 5 - ) - $ 7,838,234 $ 7,736,800
Membership dues 704,843 - - 704,843 704,127
Subscription and advertising revenue 586,815 - - 586,315 528,908
Convention and eveat 469,772 - - 469,772 457,120
City of Indianapolis 90,250 - - 90,250 95,000
Programs 263,382 - - 263,382 393,927
Sponsorship and grant 657,221 52,500 - 709,721 1,184,044
Intercompany grants 52,500 330,000 {382,500 - -
Investment income (loss), net (525,076) 22,354 - (502,722} 225,226
Other income 130,535 55,897 - 186,432 155,493
Contributed goods and facilities 585,906 - - 585,906 576,188
et assets released from restriction 148,250 - - - -
Total unrestricied revense 11,002,632 460,751 (382,500) 10,932,633 12,056,833
Temporarily Restricted Revenue )
.Marketing campaign 166,500 - - 166,500 148,250
Met assets released from restriction (148,250 - - . -
Total temporarily restricted revenne 18,250 - - 166,500 148,250
Total revenwe 11,020,882 460,751 {382,500 11,099,133 12,205,083
Untestricted Expenses
Indianapelis Convention and
Visitors Association
Group sales . 4,957,105 - - 4,957,105 4,459,970
Tndividual sales 1,597,645 - - 1,597,645 1,476,694
Convention services 733,538 - - 733,538 658,709
Pactnership development 980,657 - - 980,657 939,051
Administeation 1,209,770 - {330,000) 879,710 803,494
Housing 849,980 - - 849,980 766,350
Marketing and communications 2,085,124 - - 2,085,124 2,163,623
Tourism Tomorrow
Destination development - 61,947 {52,500) 9,447 81,112
Visit Indy - 42,514 - 42514 §9,952
Music initiative - 403,353 - 403,353 249,609
Total unresivicted expenses 12,413,819 507,814 {382,500) 12,539,133 11,688,544
Change in Net Assets (1,392,937) (47,063) - {1,440,000) 516,539
Net Assets, Beginning of Year 4321707 782,487 - 5,110,194 4,593,656
Net Assets, End of Year § 2,934,770 § 735424 $ - § 3,670,194 $ 5,110,195

See notes to consolidating financial statements.



INDIANAPOLIS CONVENTION & VISITORS ASSOCIATION, INC. AND SUBSIDIARY

Consolidating Statements of Functional Expenses
For the Year Ended Decewber 31, 2008

With Comparative Totals for December 31, 2007 '

Direct Promotional Expenses
Advertising production
Market tesearch
Advenising placement
Colateral and promotional matcrials
Collateral fulfillment
Marketing contracts
Sales trips and bid preseatations
Client development
Site visits
‘Trade shows
Convention and event requirements

Total direct promotional expenses

Personnel Expenses
Salaries
Part-time wages
Payroll taxes
Placement fees
Employee group insurance
Pension
Total personnel expenses

Office Expenses
Telephone
Postage
Office supplies
Repairs and maintenance
Office and equipment rent
Insurance - office coverage

Total office expeiises

Other Expcnses
Professional fees
Civic involvement
Mileage
Membership dues and subscriptions
Human rescurce development
Bad debts
Depreciation and amortization
Miscellaneous
Noncash teat and parking

Intercompany grants
Total other expenses

Total expenses

Indianapolis Convention & Visitats Association, Inc,

Group Individual Convention Partnership

Sales Sales Scrvices Development Administeation Housing
$ - $ - $ - $ - $ - $ -
47421 - - - . -
256,216 1,152,730 . . . i}
52,601 100,145 32,266 249,316 - -
5,825 37,538 - - - -
151,552 - 12,000 - - -
137,452 - - - - -
228,828 - 32,349 115,413 - -
141,343 6,396 28,193 - - -
202928 - 16,939 - - -
751,039 - . . - 243,074
1,974,605 1,296,800 121,747 364,729 - 243074
1,723,319 183,450 362,018 380,642 489,095 247,647
14,160 252 1,071 - - 105,116
125,208 12,923 25,402 30,324 34,585 26,866
85,386 - - - 8,000 -
243,434 24,474 43,862 37,470 80,817 39,084
113,040 16,991 33,505 21,675 44,885 29,533
2,304,547 238,090 465,858 469,511 657,382 448,846
35917 3,156 7,608 7927 11,403 7,120
21,264 1,868 4,504 4693 6,751 4215
18,103 1,591 3835 3,995 5747 3588
11,221 986 2377 2477 3,562 2224
91,412 8,032 19,363 20,176 20021 18,120
19,690 1,730 4,171 4,346 6,251 3,903
197,607 17,363 41,858 43,614 62,735 19,170
141,459 12,429 29,964 31,222 44,908 28,040
30,609 1,703 4,104 4277 6,151 3,841
21,568 1,895 4,568 4760 6,848 4275
15,991 1,405 3,387 3,529 5,077 3,170
20,177 1,545 3,724 3,880 5,581 3,485
6,004 528 1,272 1,325 1,965 1,190
155,324 13,648 32,901 34,282 49,309 30,789
5,988 526 1,268 1,322 1,962 1,187
83,226 11,704 22,887 18,206 37972 42913
- - - - 330,000 -
480,346 45,383 104,075 102,803 489,653 118,890
$  4957,105 § 1597645 3 733,538 5 980,657 §  L209770 $ 849,980

See notes to consolidating financial statements.



Tourism Tomorrow, Inc,

Consolidated
Marketing & Destination Visit Music Totals
Communications Total Development Indy Initiative Total Eliminations 2008 2007

§ 52622 % 52,622 - § - s I % -8 -8 52622 § 126,350
43,796 9,217 9,447 - - 9,447 - 100,664 265,222
- 1,408,946 - " - 1,408,946 1,426,825
20,431 454159 - 19,625 . 473784 576,355
- 43,363 - - - 43,363 67,386
57,319 220,871 - - - 220,871 269,755
18,099 155,551 7,308 7,308 - 162,859 126,318
1,000 377,590 1,388 1,388 - 378,978 426,055
19,515 195,447 655 655 - 196,102 181,995
19,132 238,999 6,008 6,008 - 245,007 287,989
- 994,113 152,419 152,419 - 1,146,532 917,870
231,914 4,232 878 167,778 196,850 - 4,429,728 4,672,120
1,133,385 4,518,956 146,289 156,730 - 4,675,686 4,066,656
- 120,599 - 5,552 - 126,151 114,211
86,436 341,744 10,318 11,565 . 353309 306,959
. 93,386 - - - 93,386 4,650
169,152 638,893 17911 19,493 . 658,386 160,684
86,820 346,449 15,364 16,802 - 363,341 358,114
1,475,793 6,060,027 189,882 210,232 - 6,270,259 5,311,284
20,795 93,926 - - . 93,926 88,502
12,311 55,606 - - - 55,606 49,515
10,481 47,340 1,955 1,955 - 49,295 78,283
6497 29,344 . y . 29,344 17,393
52,025 239,049 - - - 239,049 116,971
11,400 51,491 . - . 51,491 53,641
114,409 516,756 1,955 1,955 - 518,711 404,305
81,901 369,923 - N - 369,923 72,725
11,219 61,904 23,024 23,024 - 84,928 83,429
12,487 56,401 12,287 14,727 - 71,128 55,447
9,259 41,818 8,095 8,005 y 49,913 60,295
10,178 48,570 - 99 - 48,669 70,850
3476 15,700 . - - 15,700 39,432
85,928 466,181 - - - 406,181 655,814
3467 15660 3 332 . 15,992 4347
£1,093 258,001 - - § 258,001 258,496
- 330,000 - 52,500 (382,500) - -
263,008 1,604,158 43,738 98,777 (382,500) 1,320,435 1,300,835
$ 2085124 §$ 12413819 403,353 507,814 (382,500) 12,539,133 $ 11,688,544




INDIANAPOLIS CONVENTION & VISITORS ASSOCIATION, INC, AND SUBSIDIARY

Consolidating Statements of Cash Flws
For the Yeor Ended December 31, 2008
With Comparatite Totaks for December 31, 2007

Page 1 of 2

CHANGE IN CASH AND CASH EQUIVALENTS

Indianapalls
Convendon &  Fourlsm Conzolidated
Visitors ‘Tomorrow, ‘Totals

Cash Flows from Operating Activities

Cash teceived from osganizations and others $ 10,813,047 § 389,420 §  (589,i61) $ 10,663,304 § 11,055,978

Cash paid 10 suppliess 20d employees (10,659,428) (516,002 589,161 (10,610,269) {10,379,499)

{nvestment income receved 117,830 21,052 - 138,882 221,129

COther income teceived 130,535 55,897 - 186,432 155,493

et eash freer eperaiieg odhitier 371,984 {43,633) - 328,351 1,053,14

Cash Flows from Investing Activities

Chenge in 2¢counts eeceivable - inteccompany 753 4,583 (3,831} - -

Acguistion of propecty and equipment {397,008) {10,550) - {407.656) {1458,969)

Purchase of investments (122,152) {524,162) - (646319 {552,659

Proceeds from nvestments - 346,000 - 346,000 519,060

Nei carb frose ineertivg aaivities (519,210 {184,229} {3.831) {707,970 (482,628

Cash Flows from Financing Activities

Change in accounts pzyable - inteccompany (£383) 352 3,831 - -
Net Change in Cash

and Cash Equivalents (152,309) (227,110} - ¥19.619) 570,473
Cash & Cash Equivalents,

Beginning of Year 1,770,241 419,346 - 2,189,587 1,619,114
Cash & Cash Equivalents,

End of Year $ 1617732 § 19223 § . § 1809965 3 2,159,587
See rotes to consolidating financal statements. 5



INDIANAPOLIS CONVENTION & VISITORS ASSOCIATION, INC, AND SUBSIDIARY

Consolidating Statements of Cash Flows, Continteed

For the Year Ended Decerber 31, 2008

With Comparative Tolals for December 31, 2007 Pagr 2of 2
RECONCILIATION OF CHANGE IN NET ASSETS TO NET CASH
ERAT 3
Indianapolis
Convention &  Tourism Consolidated
Visitors Tamotsow, Torals
Association, Inc, Inc, Eliminations 2008 2007
Change in Net Assels §(1,392937 5 (#1053 § $ (1 440000) § 516539
Adjustments to Reconcife Change in
Net Assets To Net Cash and Cash
Equivalents from Qperating Activities
Drepreciation and amoutization 406,181 - 406,181 655,814
Loss on disposal of propecty 2nd equipment 1,016 - 1.016 -
Unreabized (gain) los¢ on investments 642,506 (1,302 441,604 (4.091
(Tevrecry) dacrrase ia cperaieg divelr;
Accounts receivabler
Trade accounts resevable - 6920 6,920 (5,780
Membership dues 7745 - 11,456 (37,8400
Convention and event 95,716 . 45,7114 {93,156)
Advertising {20,459) . {20.:459) 3,860
Tiedges {18,500) (18,509) (138,250
Other 64,194 - 64194 80,226
Prepayments and other 192358 (12,049 180,309 (213,029}
Tetrrase flearase) in eperofisg Falifties:
“Trade accounts payable (24,562) 10,535 (14,027} 279,747
Oher accruals 331292 {674) 350,618 (29.107)
Defereed cevenue
Membecship dues (18,155 - (18,145) (26,232)
Advertising revenue (3,582 - (3,583 56,510
Other {10,950) - (10,950 7,196
Tetalediastrests 1,764,921 3430 -1,768,351 536,562
Net Cash and Cash Equivalents
from Operating Activities $ 371934 $__ (13633 5 § 328351 § 1053,101
See notes 1o consolidating financal statements. [



INDIANAPOLIS CONVENTION & VISITORS ASSOCIATION, INC. AND SUBSIDIARY
Nates to Consolidating Financial Statements
December 37, 2008

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

The Indiznapolis Convention & Visitors Association, Inc. {the Association) was formed in 1923, Today, its mission is
to advance Indianipolis tourism and economic growth. The Association assists visitors by providing services and
information, The Association also assists the Capital Improvement Board of Marion County and member businesses
by marketing their facilities, products and services to visiting groups znd individuals.

The Association has contracted with the Capital Improvement Board of Managers {CIB) of Marion County to sclicit
and book conventions, expositions, trade shows and other meetings and to work in conjunction with the staff of the
Indiana Convention Center & Lucas (il Stadium (TCCLOS) on all conventions involving the ICCLOS’ facilities. The
CIB payments represent 68% of the Associztion's total revenue in 2008, :

The Association is the sole member and parent of Tourism Tomorow, Ine, (TTI). TT1 was formed ta educate the
public regarding recreational and tourism opportunitics avallable in ¢entral Indiina, conduct social science tesearch in
the public interest, provide research conclusions about the feasibility and viability of tourdsm related infrastructure,
and 1o lessen the burdens of government, promote the social welfate and combat community detetioration by
improving the economic conditions in central Indiana, Additionally, TTI operates under the name Music Crossroads
to advance quality of life through attraction, support, collaboration and advoeracy of leading national and intemational
eateepreneurs in the acts,

Financial Statement Presentation

‘The accompanying consolidating financial statements have been prepared on the accrual basis of accounting. The
preparation of financial statements in conformity with accounting principles generally accepted in the United States
requires management to make estimates and assumptions that affect certain repocted amounts of assets and liabilitics
and disclosures of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting pediod. Accordingly, actual results could differ from those estiniates.

Principles of Conrolidation

The Association and TTI follow Statement of Financial Accounting Standards SFAS) No. 94, Cossmbdation of Al
Majority Ozned Subsidiarizs. Accordingly, the accounts of the Association’s wholly owned subsidiacy, TTI, are included
in the Association’s consolidating financial statements. Intercompany transactions include shaced expenses and grants
between the organizations. All significant intercompany transactions have been eliminated in consolidation.

Cash and Cash Equivalents

Far purposes of the statements of cash flows, the Association and subsidiacy consider mest highly liquid investments
instruments purchased with an original matutity of three months or less to be cash equivalents. There was §720,027
of cash at December 31, 2008 in investments held for future commitnients on the statement of financial position.

Accounts Receivable and Credit Policies

Accounts receivable are uncollateralized obligations due frorm membees and others undes normal trade terms
requiting payment within 30 days from the inveice date, Accounts receivable ate stated at the amount biled to the
customer. Member account balances with invoices dated over 93 days old are considered delinquent. Payments of
accounts feceivable are allocated to the specific invoices identified on the membec’s remittance advice or, if
unspecified, are applicd to the cariest unpaid invoices.




INDIANAPOLIS CONVENTION & VISITORS ASSOCIATION, INC. AND SUBSIDIARY
Notes to Consolidating Financial Statements
December 31, 2008

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

The cacsying amount of zccounts receivable is reduced by a valuation allowance that reflects management’s best
estimate of the amounts that will not be collected. Management individually reviews all accounts receivable balances
that exceed 90 days from inveice date and, based on 20 assessment of cursent cteditworthiness, estimates the portion,
if any, of the balance that will not be collected.

Pledges Receivable

‘The Association has adopted SFAS No. 116, Ancowsting for Contributions Recelved and Contributions Made, In accotdance
with SFAS Mo, 116, contributions received are recorded as unrestricted or temporatily testicied, depending on the
existence or natute of zny donor restrictions. The contributions ate recognized when the donor makes a promise to
give to the Association and are recorded at theic fair market value as revenues and assets in the perod weeived.

Pledges reccivable within one year % 166,500
Less allowance for doubtful accounts {9,750)
$ 156,750

Property and Equipment.

Propety and equipment is recorcded at cost, Depreciation is provided on the stra‘ight line method over the estimated
useful lives of the depreciable assets. Maintenance and 1opaics are charged against eatnings as incutred. Property and
equipment is comprised of the following at Diecember 31, 2008:

Leasehotd improvements, office furniture and equipment § 679,465

Computer equipment, software and web design 1,639,691

Accumulated depreciztion (1,643,269}
$ 475387

Dhue to the convention center renovations, the Association vacated their office during 2008. See Note 7 for
temporaty lease teems. The CIB has agreed to provide the Association with 2 newly tenovated space at no cost once
the convention center project is complete.

Invesiments

‘The Asseciation has adopted SFAS No. 124, Aoosating for Certain Investments Hedd by Not-for-Profit Qrganizations. Under
SBAS No. 124, invesiments in equity securities with readily determinable fair values and all investments in debt
securities must be measured at feic value in the statements of financial position. Fair market value is the value of the
security at macket close on the date of valuation. Unrealized gains and losses are based on the differences between
book value and fair value of each secutity and are reported in the statements of activitics. All interest and dividends
received from these investments are re-invested into the investment balance.




INDIANAPOLIS CONVENTION & VISITORS ASSOCIATION, INC. AND SUBSIDIARY
Notes to Consolidating Financial Statements
December 31, 2008

i. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Fair Vafue Measurements

Fair values measured on a recurring basis at December 31, 2008 are as follows:

Identical Assels Observable Inputs {Level 3)
{evel1) Ioputs Jevel 2)
Investments § 1,418,973 3 1418973 $ - 3 -

Faic values for investments are deteemined by refecence to quoted market prices and other relevant information
generated by market transactions. See Naote 3.

Deferred Revensne

Membership dues and advertising revenue are recognized as revenue in the month in which they are earned. Defecred
revenue represents amounts invoiced and/or reccived prior to December 31 of each year, which aze applicable to the
subsequent year.

Ner Arsers

The Association has 2dopted SFAS No. 117, Fixandal Statements of Not-for-Profit Qsganizations. Under SFAS No. 117,
the Association reports information regarding its financial position and activities according to the following classes of
net assets:

Uneesteicted
These include tevenue and expenses from the regulac aperations of the Association, which ase at the disceetion of the
Association’s management and Board of Directors,

. T Iut]
These include donations and grant revenues used to meet expenses of current operations in accordance with
resteictions specified by the donoss or grantors. When a donor restriction expires, that is, when a stipulated time
sesteiction is accomplished, temporarily restricted net assets ace reclassified to unrestricted net assets and reported in
the statement of activities as net assets released from restrictions. Temporasily restricted net assets at December 3,
2008 of $166,500 were restrcted for future use.




INDIANAPOLIS CONVENTION & VISITORS ASSOCIATION, INC. AND SUBSIDIARY
Noies fo Consolidating Financial Statements
December 31, 2008

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Inceme Taxes

The Association is partially exempt from income taxes under Section S0UEHG) of the Intemal Revenue Code and has
been classified as an Association that is not 2 private foundation under Section 509(z) of the Internal Revenue Code.
Cettain income of the Association can be subject to federal 2nd state income tax. No income tax expense was
incurred for 2008, :

TT1is 2 not-for-profit Association exempt from income taxes under Section 301(e)(3) of the 1.5, Tnternal Revenue
Code, and has been classified as 2n Association that is not a prvate foundation under Section 509(a) of the Internal
Revenue Code.

In fune 2006, the FASB issued Interpretation MNo. 48 (FIN 48), Aawating far Uncortaingy in Incosre Taxes. TIN 48
provides detailed guidance for the financial statement recognition, measurement and disclosure of uncermin tax
positions recagnized in an enterprse's financial statements in accordance with SFAS No. 109, Awoxnting for Incouse
Taes, '

On December 30, 2008, the FASB issued FASB Staff Position (FSP) FIN 48-3 which allows deferral of FIN 48 for
nonpublic enterprises included within this FSP's scepe to the annuzl financial statements for fiscal years beginning
after December 15, 2008. The Association and "I'T1 have elected to defer implementation of FIN 48 to the year
ending on December 31, 2009, The Associstion and TTT do not expect that the adoption of FIN 48 will have a
matesizl effect on the financial position, results of operations or cash flows,

The Association and TTT individually evaluate the activities to determine that they are in compliance with theic
exempt purposes. For those activities that the Association artd “T'TT determine to be wasclated business income, the
Association and TT1 record the resulting unelated business income tax Hability, if any,

Advertising

The Association and TTI incurred $1,461,568 in advertising production, advertising placement, and
advertising/sponsocship commission expense for the year ended December 31, 2008, These costs were expensed as
incurred.

UNINSURED CASH BALANCES

The Association and TTU's cash and cash equivalents ate comprised of cash accounts at a commercial bank and a
money market 2ccount with a national investment company. Accounts at the bank ace guaranteed by the Federad
Deposit Insurance Corporation (FDIC) up te $250,800 pec bank. The money market account is insured by Securities
Tnvestor Protection Corporation (S1PC) up to $250,000. At varicus times during the year and at year-cnd, the
Association and T1T had balances in excess of federally insured limits.

10



INDIANAPOLIS CONVENTION & VISITORS ASSOCIATION, INC. AND SUBSIDIARY
Notes 10 Consolidating Financial Statements
December 31, 2008

3.

INVESTMENTS
Caost and fair value at Diecember 31, 2008 arc as follows:

Unrealized Market

Cost Gain/(1oss) Value
Cash § 720,027 § - $ 720,027
Mutual funds 506,382 (204,473) 301,909
Equity secusities i 832,348 (189,399 642,954
Certificates of Deposit 473,000 1,110 474,110

§ 253757 § (392,757 $ 2,139,000

The net investment loss for the year ended December 31, 2008 is comprised of the following:

[nterest income $ 55,776

Dividend intome 83,106

Unrealized loss . (641,604)
§  (502,722)

RETIREMENT PLANS

‘The Association and TTI have 2 40§(k) plan for all full-time employees with more than one year of service. The
Assaciation contrbutes a maximum of 10% of the employce’s W-2 wages to the plan, This is comprised of a 4% safe
harbor contribution utilizing 2 matching formulz and a discretionary contribution of an additional 1% match and 5%
contribution. The plan provides that forfeitures will be applied as 2 reduction to the current year employer
contribution. Safe harbor contributions are 0% vested on the date of contribution. For 21l ather contabutions,
vesting begins with 20% at two years of service and increases by 20% cach year thereafter until the employee becomes
Ffudly vested after six yeats of service. In 2003, $363,341 was expensed.

In addition, the Association has recorded a liability for post employment benefits for current and retired key
employees totaling approximately $223,000.

CONTRIBUTED GOODS AND USE OF FACILITIES

Durting 2008, contributed goods and use of facdities were received by the Association and ITL. The fair market value
of these goods and facilities of §585,906 has been reflected in the accompanying financial statements, which includes
$258,001 for office rent and parking. Other contributed goods include printing, travel and other promotional items.
‘These transactions have been treated as noncash transactions and have been excluded from the statement of cash
flows. .

RELATED PARTY TRANSACTIONS
At December 31, 2008, the Association had $26,715 due from and owed $201,052 to comganies related to members

of the hoard of directors. The Association paid companies telated to the boadd of djtectors approxdmately §819,675
for insurance, legal and other secvices duting 2008,
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7.

OPERATING LEASES

‘The Association has office equipment operating leases which ate payable in monthly installments through 2010. Tatal
equipment tent was 64,824 for 2008

The Association has two leases {for communications and internet services. The leases are payable in monthly
installments through 2009, Total lease expense for 2008 was $38,437.

The Association enteced into a fease for temporaty office space while expansion of the convention center is taking
place. The lease term is March 2008 through April 2011 with monthly papments of $24,138 theough Apsil 2009,
$24,493 through Apal 2010, and $24,848 through Apnl 2011, Morteover, the Association leases additional office
space for $2,209 per month through December 2011, Total office rent for 2008 was 5213,219.

TTI entered into a lease for office space during 2008. The lease term is February 2009 through February 2019 with
monthly payments of $2[,042. As discussed in Note 8, T1T has agreed to two subleases.

Futuce minimum annual rental payments for these operating leases over the remaining terms of the leases are as
follows:

Gross Subicase Net
2009 $ 663943 $ 7,184 § 592,749
2010 614,595 106,776 507,819
2011 154214 106,776 247,438
2012 252 500 106,776 148,724
2013 252,500 106,776 145,724
‘Thereafter 1,031,642 560,472 461,570

$ 3,168,794 $ 1,067,760 $ 2,101,034

COMMITMENTS

As of December 31, 2008, the Association has committed to spend $5,378,717 on future conventions (definite
bookings) to be held from 2009 through 2018.

Fulure minimum ¢commitments for future conventions are as follows:

Required Projected Collection Projected
Expenses Income Only Deficit
] Rebates -

2009 $ 1009662 $ 9762 0§ (M5 5 (860,915
2010 978,302 14,299) (0,849 (913,852)
2011 1,006,408 (229,009) (34,664) (812,063)
2012 910,870 (127,845) - (783,025)
2013 454,603 {81,501) - (373,102)
Thereafter 1,018,872 (191,435) (34,669) (862,101}

$ 5,378,717 § (943,851) $ (170,192) % (4,605,058)

Tn addition, the Association has a cancellable contract with the Indiana Sports Corporation (ISC) that provides foran
annual payment of $150,000 to ISC to promote sporting events in the Gity of Indiznapolis.
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8. COMMITMENTS, CONTINUED

in exchange for their long-term commitment to conduct events in Indianapolis, the Association has agreed to
facilitate a 10 year real estate lease for the national headquarters of two associations at below market value rates. The
Association believes that these leases will be completed in a way that represents no material liability for the
Association.

Subsequent to the balance sheet date, TTI entered into a construction ¢ontract for the build out of the leased office
space in the amount of $300,000. Concutrently, the Subsidiary entered into two separate subleases that are contingent
upon the completion of the build cut by May 2009
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INDEPENDENT AUDITORS’ 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 Directors of
Indianapolis Convention & Visitors Association, Inc.:

We have audited the consolidating financial statements of Indianapolis Convention & Visitors Associadon,
Inc. and Subsidiary (the Association) as of and for the year ended December 31, 2008, and have issued our
teport thereon dated Apil 20, 2009, We canducted ouc audit in accordance with auditing standaeds
generally accepted in the United States and Gorwrmment Awditing Standands, issued by the Comptroller
General of the United States.

Internat Control over Financizl Reporting

In planning and performing our audit for the year ended December 3, 2008, we considered the
Associastion’s internal control over financizl reporting as a basis for designing our auditing procedures for
the purpose of expressing our opinion on the consolidating financial statemeats, but not for the purpose
of expressing an opinion on the effectiveness of the Association’s internal control over financial reporiing.
Accordingly, we do not express an opinion on the effectiveness of the Association’s internal control over
financial reporting.

A deficiency in internal contzol 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 combination of
deficiencies, in internal control such that there is a reasonable possibility that a matedal misstatement of
the entity's financial statements will not be prevented or detected and corcected on a timely basis.

A significant deficiency 1s a deficiency, or a combination of deficiencies, in internal cantral that, in the
auditors’ professional judgment is less severe than a material weakness, yet important cnough to merit
attention by those charged with governance.

Qur consideration of the internal control over financial reporting was for the Jimited pucpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the intemal control
that might be significant deficiencies or materal weaknesses. We did not identify any deficiencies in
internal control over financial repocing that we consider to be material weaknesses, as defined above,
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As part of obtaining reasonable assurance about whether the Associadon’s consolidating financiat
statements are free of material misstatenent, we performed tests of its compliance with cectain provisions
of laws, regulations, contracts and grants, noncompliance with which could have a direct and material
effect on the determination of financial statement amouats, 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 that are required 1o be
reported undes Gewermurent Awditing Standands.

This report is intended solely for the information and use of the Bosrd of Directors and management of
the Association and the Indiana State Board of Accounts and is not intended to be and should not be used
by anyone other than these specified partes.
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April 20, 2009
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