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M Gmail Clark Lovelace <clark@brevardncchamber.org>

Organizatlonal Options
1message - =

Clark Lovelace <clark@brevardncchamber.org> Mon, Aug 2, 2021 at 11:08 AM
To: "Dee Dee Perkins {TCT)" <dd@explorebrevard.com>
Cc: Dee Des Perkins <d2perkins@gmail.com>

Attached is the document with the bottom line of the 3 options for TCT. Jonathan's slide show was mailed to the full
board. I'll forward that so it's fresh in your in-box. Let me know once you've looked at all of this and would like to
discuss. Thanks.

Clark E. Lovelace

Executive Director

Brevard/Transylvania Chamber of Commerce
Transylvanla County Tourism Development Authority

175 East Main St., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com

BREVARD
R ]

&% Options for Organizational Structure (7-25-21).docx
26K )



Options for Organizational Structure

Option 1 - TCT continues to contract with the Chamber for management of day-to-day support of TCT's
mission and vision.
Pros: _
1. Best for public perception....message can be “nothing has changed.”
2. Limited risk to TCT board regarding workforce liability.

Cons:
1. Requires making various adjustments to work around state regulations that a non-
governmental entity not have more than 50% of revenue from government funds.
2. There may not be a practical way to create a new staff structure. Neither of the two
primary options appear to be advantageous and/or practical:
a. One director and two assistant directors still not giving TCT 100% of a director and
requiring new hires.
b. ATCT Director and a Chamber Director both working for and reporting to the
Chamber board creates challenges.

Optlon 2 = TCT uses authority to hire/fire own staff who are employed through Transylvania County, similar
to DSS.

Pros:
1. TCT has 100% of a director and staff.
2. TCT board does not have to create workforce policies and procedures and handle HR.
3. Limited risk to TCT board reg_arding fiabilities related to managing workforce.

Cons:

1. Must follow specific county policies with pay scale, classification, benefits, hiring/firing,
adding a new position, etc.
2. Possible loss of autonomy and influence on staff by TCT board.

Option 3 — TCT uses authority to hire/fire own staff who are employed directly by TCT, similar to Jackson
County.
Pros:
1. TCT has 100% of a director and staff.
2. Everything within full control of the TCT board.

Cons:
1. TCT board has to create all workforce policies and procedures and oversee all aspects of
HR.
2. Additional risk to TCT board regarding liabilities related to managing workforce.
3. Additional work is created for County Finance to maintain records under two different tax
ID numbers.

*The option of becoming a 501(c)(6) was ruled out since it does not serve a purpose unless TCT was
attempting to borrow money.
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Good story on pressures on parklands
1 message

Chris Cavanaugh <ccavanaugh@magellanstrategy.com> Mon, Aug 2, 2021 at 8:46 PM
To: Clark Lovelace <clark@brevardncchamber.org>

Clark,
| thought you would find this story on the pressures facing outdoor recreation assets interesting and helpful:

httbs:ilskiﬂ.comlzoz1IOTIzalu-s-national-parks—boom-is-great-but-oveﬂourism-solutions-naeded-urgently-say-senatorsl
See you tomorrow at your offices at noon.

All the best,
Chrig

Chris Cavanaugh

Magellan Strategy Group

+1'(828) 851-9320 Office

ccavanaugh@magellanstrategy.com

www.magellanstrategy.com

htps://twitter.com/@MagellanSG

Helping Leverage Opportunities Through Strategic Planning, Research, and Marketing



Jonathan Griffin <jonathan.griffin@transylvanlacounty.org> 8/3/2021 5:27 PM

tourism development authority - commissioners update Aug 23rd

To Jonathan Griffin <jonathan.grifin@transylvaniacounty.org> Copy
Jaime Laughter <jaime.laughter@transylvaniacounty.org>



Hi all,
(You're all blind copied so that | don’t inadvertently create an open meetings law violation with a reply all

After the last Tourism Authority board meeting and Chairman Layton Parker’s communications afterward
the County Manager, Jaime has asked me to bring forward the structure discussion from Tourism Authori!
Board of Directors to the Board of Commissioners for their next meeting. The next BOCC meeting will be
8/23/2021 at 6 PM, and | have requested with the Clerk to be on that agenda.

For those of you who have already sat through my prior presentations, this is a sizeable ¢chunk of informat
{and my presentation always ends with “is there anything else you would like me to research?”}.

| was going to prepare extra copies of the binders containing the presentation, memos, etc, but in the int
of preserving as many trees as is possible, was only going to make as many binders as | needed to make.

[t will contain my memorandum to the board, copies of the slides themselves with my notes and all the re
source documents (copies of S.L. 2005-88, NC Department of State Treasurer Memorandum 2014-08, Cot
Resolution 33-2019, etc.)

Please let me know if you are interested|
Thanks.

Jonathan Griffin
Finance Director
Transylvania County
p: 828-884-1931

m: 828-556-1564



M Gm ai Clark Lovelace <clark@brevardnechamber.org>

Re: tourism development authority - commissloners update Aug 23rd
1 message

Clark Lovelace <clark@brevardncchamber.org> Frl, Aug 6, 2021 at 1:42 PM
To: Jonathan Griffin <Jonathan.Griffin@transylvaniacounty.org>
Cc: Jaime Laughter <jaime.laughter@transyivaniacounty.org>

Thanks for the heads up. | would like a copy.

Clark E. Lovelace

Executlve Director

Brevard/Transylvania Chamber of Commerce
Transylvanla County Tourism Development Authorlty

175 East Maln St., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com

BREVARD
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On Tue, Aug 3, 2021 at 5:27 PM Jonathan Griffin <Jonathan,Griffin@transylvaniacounty.org> wrote:
Hl all,

(You're all blind copled so that | don't inadvertently create an open meetings law violation with a reply alil)

After the last Tourism Authority board meeting and Chairman Layton Parker’'s communications afterward with the

County Manager, Jalme has asked me to bring forward the structure discussion from Tourism Authority's Board of

Directors to the Board of Commissioners for their next mesting. The next BOCC meeting will be 8/23/2021 at 6 PM,
* and | have requested with the Clerk to be on that agenda.

For those of you who have already sat through my prior presentations, this is a sizeable chunk of information {and my
presentation always ends with "is there anything else you would like me to research?").

| was going to prepare extra coples of the binders containing the presentation, memas, etc, but in the Interest of
preserving as many trees as ls possible, was only going to make as many binders as | needed to make.

It will contain my memorandum to the board, coples of the slides themselves with my notes and all the relevant source
documents (copies of S.L. 2005-88, NC Department of State Treasurer Memorandum 2014-08, County Resolution 33-
2019, etc.)

Please let me know if you are interested!



I Thanks.

Jonathan Griffin
Finance Director

Transylvania County
l p: 826-884-1931
m: 828-556-1564
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Came across this in my files
‘1message

Chris Cavanaugh <ccavanaugh@magellanstrategy.com> Sun, Aug 8, 2021 at 9:13 PM
To: Clark Lovelace <clark@brevardncchamber.org>

Thought it might be useful to you. It's nothing you probably don’t already know, but it may be helpful for others to see it in
print.

All the best,
Chris

Chris Cavanaugh

Magellan Strategy Group

+1 (828) 651-9320 Office

ccavanaugh@magellanstrategy.com

www.magellanstrategy.com

hitps:/twitter.com/@MagellanSG

Heiping Leverage Opportunitiss Through Strategic Planning, Research, and Marketing

ﬂ Opera_tion of and Accounting for TDAs.pdf
178K



NORTH CAROLINA
DEPARTMENT OF STATE TREASURER

STATE AND LOCAL GOVERNMENT FINANCE DIVISION
" AND THE LOCAL GOVERNMENT COMMISSION

- JANET COWELL T. VANCE HOLLOMAN
. TREASURER DEPUTY TREASURER
Memorandum #2014-08
TO: Local Government Officials and their Independent Auditors
FROM: Sharon Edmundson, Director, Fiscal Management

SUBJECT: Operation of and Accounting for Discretely Presented Component Units, Including
Tourism Development Authorities

DATE: September 30, 2013

There have been many questions raised in recent months about the accounting for, the audit
presentation of, and the administration of component units, particularly those formed by the
primary government such as tourism development authorities (the TDA). The purpose of this
memorandum is to clarify what can be a confusing topic, and put forth in writing the policies of the
State and Local Government Finance Division. The discussion points in this memorandum apply
to all discretely presented component units but we are going to use a TDA as an example. TDAs
are rapidly becoming the most numerous of the discretely presented component units, second only
to ABC Boards, and are often the type of unit about which we are questioned.

Forming a Tourism Development Authority

The authorization to levy an occupancy tax on the gross receipts from the rental of any room,
lodging or other accommodation furnished by hotels, motels, inns and similar establishments is
generally coupled with the requirement to create a tourism development authority and is
established by the enabling act, a local act or Session Law. There is no general law authority to
levy occupancy taxes or to create a TDA. The text of Session Laws is available from the website of
the North Carolina General Assembly. Once a Session Law has been passed by the General
Assembly granting permission to levy an occupancy tax and to establish a TDA, the county or
municipality’s board may adopt resolutions teo levy an occupancy tax and create a TDA. The county-
or municipality (the Primary Government) should provide a copy of the resolutions to the Fiscal
Management Section of State and Local Government Finance Division (the SLGFD) of the
Department of State Treasurer to provide notice of the creation of the TDA. In fact, the SLGFD
should be notified any time a new authority or other governmental entity is formed.

It is important to note that while the Session Laws authorizing tourism development authorities
are generally similar to the structure described in this memorandum, there are occasional but
often important differences in the legislation that authorizes any given TDA. The governing bodies
and finance officer of both the Primary Government and the TDA must be familiar with the
provisions of the particular legislation authorizing the specific TDA and related occupancy tax.

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 807-2350 Fax (919) 807-2352
Physical Address: 4506 Fair Meadow Lane, Blue Ridge Plaza, Suite 102, Raleigh, NC 27607
Website: www.netreasurer.com
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Operation of Tourism Development Authorities
September 30, 2013
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Session Laws authorizing the levy of an occupancy tax and the establishment of a TDA generally,
but not always, include the following provisions:

“When the [county’s or municipality’s] governing body adopts a resolution levying a room
occupancy tax under this act, it shall also adopt a resolution creating the unit’s tourism
development authority, which shall be a public authority under the Local Government Budget
and Fiscal Control Act.”

“The finance officer for the [county or municipality] shall be the ex officio finance officer of the
Authority.”

The impact of the first of these provisions is that the TDA is a public authority and is a separate
legal entity distinct from the Primary Government creating it. The second provision appoints the
finance officer. An “ex officio finance officer” has the exact same duties and responsibilities under
The Local Government Budget and Fiscal Control Act (LGBFCA) as any other finance officer — the
only distinction is the method of appointment. (Wearing Several Hats; Multiple and Ex Officio
Office-Holding, Flemmg Bell, canons.sog.unc.edu/?p=2273, April 20, 2010.) Again, however, it
should be noted that there is some variety in the Session Laws creating TDAs and one should
carefully review the specific Session Law and any amendments, the related governing board
resolutions, and any other documents establishing the TDA.

Because of the TDA's status as a separate legal entity, the TDA’s governing board has the
responsibility to adopt a budget that complies with the provisions of Part 1- Budgets of the
LGBFCA (G.S. 169-7 through G.S. 159-17.1), to adopt appropriate bylaws and resolutions, to
execute a contract for an audit of the TDA’s financial statements, etc. The Primary Government's
(the county or municipality) board and the TDA’s board must be careful to assure that ordinances
and resolutions are adopted by and contracts approved by the proper governing body.

Similarly, the finance officer has all the responsibilities imposed by G.S. 169-25. Additionally, the
finance officer is subject to fidelity bond requirements of G.S. 159-29. In regard to the fidelity bond
requirement, the finance officer should have a separate individual bond to protect the TDA and
that names the TDA as obligee or beneficiary of the bond. This bond will be in addition to the bond
on the finance officer that names the county or municipality as obligee. (Finance Officer Fidelity

en Are Multiple Bonds Required?, Kara Millonzi, unc. 2p=61
January 12, 2012.)

TDAs are subject to G.S. 159-33 and must complete the semiannual Report on Deposits and
Investments on Form LGC 203. In addition, TDAs must file the annual Notification of Public
Deposits on Form INV 91 with their official depositary and the Department of State Treasurer.
The SLGFD staff is aware that some Primary Governments co-mingle cash and investments of the
TDA with that of the Primary Government, which is not an igsue as long as the accounting records
can accurately identify the amount of cash and investments that belong to the TDA. However, the
accounting records must be such that the assets, liabilities, revenues, expenditures and fund
balance of the TDA can be distinguished from the Primary Government at any given time.
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The following chart illustrates the establishment and organization of a TDA as created using the
most common structure found in forming the vast majority of TDAs:

Establishment and Structure

NC General

Assemhbly
Authorizes Unit to
Levy Occupancy Tax
and Create TDA
l Public Authority
By Board Resolution Subject to G:S. 159
= : Levies Tax and
Uity or' County Creates TDA TDA
Appoints Board
TDA Board
* Adopts By-Laws
Collects Occupancy Tax _— * Adopts Budget, etc.
Remits Net $ Amount to TDA * Contracts for Audit
TDA Finance Officer
* Preaudits Expenditures
* Needs Separate Bond
1TDA Reports to City/County

Financial Reporting Requirements
Component Unit Status
Touriem Development Authorities will almost always qualify under GASB Statement No. 14, as

amended by GASB Statement No. 39 and GASB Statement No. 61, as a component unit that
should be discretely presented.

The analysis of the requirements to support this conclusion is as follows:

° The TDA is legally separate from the Primary Government because the enabling act
provides that the Primary Government “...shall also adopt a resolution creating the unit's
Tourism Development Authority, which shall be a public authority....” The TDA is
authorized to promote travel and tourism is its area and to make tourism-related
expenditures defined as “expenditures that, in the judgment of the Tourism Development
Authority, are designed to increase the use of lodging facilities ... or to attract tourists or
business travelers....”

. The Primary Government appoints a majority of the TDA’s board as the enabling act,
provides that the Primary Government board's resolution creating authority shall
“...provide for memberghip of the Authority, including members’ terms of office, and for the
filling of vacancies....”
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® The Primary Government is able to impose its will on the TDA because it has the ability to
modify the rate affecting revenue as it is authorized to “...levy a room occupancy tax of up
to...” a specified percentage of the gross receipts. Additionally, the enabling act requires the
TDA to report quarterly to the governing body of Primary Government on its receipts and
disbursements “in such detail” as they may require.

. Comparison of the two boards will generally lead to the determination that they are not
substantially the same. This is because the enabling act usually requires that “At least one-
third [or other proportion] of the members must be individuals affiliated with businesses
that collect the tax in the county or municipality, and at least one-half [or other proportion]
of the members must be individuals currently active in the promotion of travel and tourism
in the county or municipality.” However, if the two units have substantially the same
governing body and you have either (1) a financial benefit or burden relationship or (2)
management of the Primary Government has operational responsibility for the component
unit, the TDA would be a component unit but with the financial presentation blended with
the Primary Government, not discretely presented.

® The TDA does not provide services entirely or almost entirely to the Primary Government.
It provides services to the citizens of the Primary Government.

It is important to note that each county or municipality should conduct its own analysis of
its TDA or other component unit and, along with the independent auditor, draw its
conclusions based on the guidance provided by GASB.

Financial Statements

As a separate legal entity from the Primary Government, a TDA is subject to the audit
requirements in the LGBFCA. Separate audited financial statements must be prepared for
diseretely presented component units. The separately issued financial statements are a very
simple and straightforward way to communicate the financial position and changes in financial
position to the TDA’s board so they can fulfill their stewardship and oversight obligations.

However, component units have the option of presenting those statements as part of the Primary
Government audit rather than publishing a separate financial report. If the TDA makes the
decision to present its financial statements only as a part of the Primary Government's report, all
relevant and material note disclogures, as well as a schedule showing a modified accrual balance
sheet and budget to actual revenue and expenditures, must be included in the Primary
Government’s report. In other words, all the significant information that would normally be in a
separately issued report must be in the Primary Government’s report if that is the reporting option
the TDA chooses. Discussion of component unit(s) in the primary government’s MD&A is not
required but should be considered based on the individual component unit’s significance and its
relationship to the primary government. In rare instances, it may be appropriate to discuss
component units in the aggregate in the MD&A. See GASB Statement 34, paragraph 10 for a
complete discussion on this issue.

It is recommended that the TDA have separately issued financial statements and a separate audit
contract since it is an entity legally separate from the Primary Government.
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When the TDA issues stand-alone financial statements, they are no different from those of other

governmental units with only one governmental fund and will be presented in accordance with
generally accepted accounting principles. The following points should be considered:

A geparate audit contract executed by the Chairman of the TDA’s board must be approved
by the SLGFD staff. The standard procedures for filing the audit report should be followed.
The auditor’s report, an MD&A, the basic financial statements, notes to the financial
statements and any additional statements or achedules are required.

A budget to actual statement for the TDA is presented as part of its basic financial
statements with no budget to actual presentation for the TDA required in the Primary
Government’s report.

Notes to the financial statements disclose for the TDA any stewardship violations, cash and
investments with related policy information, risk management information specifying the
amount of TDA finance officer’s individual bond, and other required information.

A related party transactions disclosure is included since the TDA pays the Primary
Government a fee to collect the occupancy tax and the county or municipality may also
provide office space, staff services, etc., to the TDA.

A TDA will often qualify as a single-program government and as such is permitted to
present its financial statements in the format described in GASB Statement No. 34,
paragraphs 136 and 137.

en the TD issue a se te financi tement and elects to present its financial
statements as part of the financial statements of the Primary Government rather than publishing
a separate financial report, the following guidelines apply:

Audit Contract — A combined audit contract for the Primary Government and the TDA
must be executed by both the Chairman for the Primary Government and the Chairman of
the TDA and approved by the SLGFD staff. The standard procedures for filing the audit
report should be followed.

Audit Opipion — With the TDA audited by the same auditor as the Primary Government,
the opinion for the Primary Government must reference the TDA. The first paragraph
identifying the entities audited should identify and include the TDA. The opinion
paragraph should include the language related to “budgetary comparison” for both the
Primary Government and the TDA. '

Government-Wide Statements — Assuming discrete presentation, the statement of net
assets and changes in net assets for the TDA must be in a separate column on the
government-wide statements, or if there are multiple discretely presented component units,
there may be one combined column on the government-wide statements, with combining
statements with a column for each component unit presented with the supplemental
statements and schedules. This presentation is required whether or not the TDA issues a
stand-alone report

Fund Statements — When the TDA is included in the Primary Government’s report, and
does not issue its own report, a modified accrual balance sheet and budget to actual
statement for the TDA subject the audit must be included in the supplemental statements
and schedules of the Primary Government.
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» Notes to Financial Statements — The TDA, as a component unit, should be described in the
Reporting Entity note with an explanation of how it is presented in the financial
statements. There also will be Related Party Transactions disclosure since the TDA pays
the Primary Government a fee to collect the occupancy tax and the county or municipality
may also provide office space, staff services, etc. to the TDA. If the TDA is issuing a stand-
alone report, this is generally the extent of the note disclosures in the Primary
Government’s report regarding the TDA, These same types of notes, written from the TDA's
perspective, would appear in the stand-alone report of the TDA as well.

Since the TDA is not issuing a stand-alone report, the significant note disclosures that
would have appeared in that stand-alone report must be included in the Primary
Government's report. These include but are not limited to:

o Any stewardship violations of the TDA should be separately disclosed, g.,g. budget
over-expenditures, improper bonding, etc.

o Cash and investments for the TDA should be separately stated in the cash and

investments note as well as any policy matters, e.g. custodial credit rigk, ete. for the
TDA disclosed.

o A capital assets note for the TDA should be included if it has capital assets material
to the TDA.

o The risk management note should specify that the TDA’s finance officer has an
individual bond, the amount of the bond, describe any other insurance coverage
obtained by the TDA, or if there is no other insurance coverage for the TDA, so
indicate.

o All entities should be aware of any specific reporting requirements for certain types
of component units that are dictated by oversight boards or other agencies. For
example, ABC Boards are discretely presented component units but are required to
iesue separate financial reports by the State.

» Financial Oversight — Since the governing board of the TDA is not receiving separate
financial statements, the TDA’s finance officer must make sure they receive the necessary
information to fulfill their oversight responsibilities.

Blended Presentation

In the case, which is expected to be rare, where the board of the Primary Government and the
board of the TDA are substantially the same, a blended presentation in the financial statements
may be appropriate. All cash, investments, capital assets, and liabilities are reported and disclosed
as if they are part of the Primary Government. There is no requirement to issue separate financial
statements for a blended TDA but the entity may choose to do so.

Operationg' 1 Considerations

Regardless of the method of presentation of the financial statements, when the TDA is a public
authority and a separate legal entity from the county or municipality certain legal and operational
formalities must be observed.
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The TDA’s governing board, not the governing board of the county or municipality creating it,
must adopt the budget for the TDA in compliance with provisions of the LGBFCA. The TDA’s
governing board should receive regular and timely financial reports presenting the fund balance,
the change in fund balance and a budget to actual comparison for the TDA. When necessary, the
TDA’s governing board should promptly adopt amendments to the budget ordinance. The actions
of the TDA’s governing board should be reflected in its minutes.

The TDA should have a tax identification number and a bank account in its name in an official
depository. Monies held by the county or municipality on behalf of the TDA should be held and
accounted for in an agency fund. The TDA should file the Form LGC 203 and the Form INV 91 in
its own name.

The Session Law authorizing the creation of the TDA generally requires it to report quarterly and
at the close of the fiscal year to the governing board of the county or municipality on its receipts
and expenditures for the preceding quarter and for the year in such detail as the Primary
Government may require.

Provisions Regarding Room Occupancy Taxes

The provisions of the specific Session Law authorizing the room occupancy tax as well as
G.S, 153A-155 (counties) and G.S. 160A-215 (municipalities) govern the levy, collection, use, and
other matters related to room occupancy taxes. The following provides a brief summary of the
provisions of these statutes. One should be familiar with and refer directly to the language of the
relevant statutes when questions arise regarding room occupancy taxes.

Levy

A room occupancy tax may be levied by the county or municipality only by resolution with not less

than 10 days' public notice and after a public hearing. A room occupancy tax becomes effective on
the date specified in the resolution levying the tax which must be the first day of a calendar
month. However, the effective date may not be earlier than the first day of the second month after
the date the resolution is adopted.

Use of the Net Proceeds

The net proceeds of the room occupancy tax levied shall be used for the purposes specified in the
authorizing legislation. It is incumbent on the TDA’s governing board and its finance officer to
fully understand the purposes for which the net proceeds from the occupancy tax may be
expended. Subject to reference to the specific authorizing legislation, TDAs generally have the
authority to promote travel, tourism, and conventions; sponsor tourist-related events and
activities; and finance tourist-related capital projects in the unit. To promote travel and tourism is
to advertise or market an area or activity, publish and distribute pamphlets and other materials,
conduct market research, or engage in similar promotional activities that attract’ tourists or
business travelers to an area; and includes administrative expenses incurred in engaging in these
activities. Tourism-related expenditures are expenditures that, in the judgment of the Authority,
are designed to increase the use of lodging facilities, meeting facilities, or convention facilities or to
attract tourists or business travelers to the unit and include tourism-related capital expenditures.
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G.S. 153A-155(f1) and G.S. 160A-215(f1) limit the use of the room occupancy tax proceeds in that
“the proceeds of a room occupancy tax shall not be used for development or construction of a hotel
or other transient lodging facility.

Collection apd Administration

The taxing county or municipality administers the room occupancy tax it levies and shall design
and furnish to all appropriate businesses and persons the necessary forms for filing returns and
instructions to ensure the full collection of the tax. The return shall state the total gross receipts
derived in the preceding month from rentals upon which the tax is levied. An operator of a
business who collects a room occupancy tax may deduct from the amount remitted to the taxing
county or municipality a discount equal to the discount the State allows the retailer for State sales
and use tax. The governing board of the taxing county or municipality has the same authority to
waive the penalties for a room occupancy tax that the Secretary of Revenue has to waive the
penalties for State sales and use taxes.

A room occupancy tax return filed with the finance officer of the taxing county or municipality is
not a public record and may not be disclosed except in accordance with G.S. 158A-14% 1 or

G.S. 160A-208,1.

Should you have questions or need assistance, please contact Jones Norris at (919) 807-2386 or via

email at jones.norris@nctreasurer.com.



M Gmﬂil Clark Lovelace <clark@brevardncchamber.org>

Re: Follow up
1 message

Clark Lovelace <clark@brevardncchamber.org> Mon, Aug 9, 2021 at 4:20 PM
To: Chris Cavanaugh <ccavanaugh@magellanstrategy.com>

Thank you for this information, aleng with the other emails you sent. Layton just got back in town and we had a part 1
meeting this afternoon, with another to take place in the next day or two. | had content from our conversation, a
conversation with county finance director Jonathan Griffin, and one with the chamber board president. So, there's a lot to
cover, | very much may be in touch to work up a detailed description of the Buncombe County model, which seems to be
the preferred direction based on one-on-one conversations with board members over the past week. Thanks again for
your willingness to help on whatever we need whenever we need it.

Clark E. Lovelace

Executive Director

Brevard/Transylvania Chamber of Commerce
Transylvanla County Tourism Development Authority

175 East Maln St., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com

gREVARD
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On Thu, Aug 5, 2021 at 3:39 PM Chris Cavanaugh <ccavanaugh@magellanstrategy.com> wrote:

Clark,

So | did confirm some additional information about how Explore Asheville is set up and its relationship with the TDA.
The original 501(c)6 is still very much intact. The way it is structured, though, is that the only money that technically
touches the 501(c)6 is payroll, meaning that the employees are employed by the non-profit. All the other dollars stay
with the TDA. The county handles payroll (and | think they may use an outside vendor for that service for all county
and CVB employees) and manages the finances. There is a separate audit for the TDA/CVB performed by an outside
auditor.

I'd be happy to work with you on any presentation of bullet points. I'd also be happy to set up a meeting (in person or
by Zoom) with the Explore Asheville VP of Administration and/or their in-house Director of Finance to answer any
questions you might have for them.

I'm around all day tomorrow, so any time for a call would work.

All the best,
Chris



From: Clark Lovelace <clark@brevardncchamber.org>

Sent: Thursday, August 5, 2021 11:36 AM

To: Chris Cavanaugh <ccavanaugh@magellanstrategy.com>
Subject: Re: Follow up

Thank you so much for meeting with me earlier this week. It was very enjoyable and informative.

Obviously, there are a lot of moving parts and they're happening more independently than | wish (and | have control
over none....influence on some, but not control). Cne is the county manager who has asked the county finance officer
to update the commigsioners at their maeting in three weeks about the situation. | believe the mindset is that some of
‘the options would involve commissioner approval of HR and finance depariments taking on additional work for TCT so
their feedback is important and there may be an underlying current of "it's been long enough since this first came up so
we want/need fo tell the commissioners." The best plan would bs for the chamber and TCT to provide a joint statement
to the commissioners that recommends a path forward. The chamber is not done with their assessment and ready to
give their official opinion and the county manager wants to update commissioners now, so it doesn't look like that will
not happen.

As | think about getting the TCT board to a possible recommendation, and having that be the best one for the future of
tourism and the organization, I'd like to learn as much as possible about the Buncombe County model. It sounds like a
mix of what Henderson County does (fully under the county, particularly w/regard to staff) and what Jackson county
does (fully independent organization w/regard to staff). Can you produce or work with me to produce a bullet point
description of all three of these models that allows for 2 comparison of the three based on strengths and weaknesses?
Of particular importance will be who employs the staff, what HR policies and procedures apply, and how the payroll is
handled. Let me know if you are able to help with this and if so, how you think we need to move forward on it. Note
that our expectatlon is that work like this and even recent conversations is in your role as a paid consultant on an houry
basis until you let us know that you'd like to structure it otherwise.

If a phone call today or tomorrow helps, feel free to give me a call. Thanks.

Clark E. Lovelace
Executive Director
Brevard/Transylvania Chamber of Commerce

Transylvania County Tourism Development Authority

175 East Main St., Brevard NC, 28712
Chamber: 828-883-3700, brevardncchamber.org
TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com




On Wed, Aug 4, 2021 at 10:37 AM Chris Cavanaugh <ccavanaugh@magellanstrategy.com> wrote;
Clark,

As always, | enjoyed our lunch conversation yesterday. | had a chance fo review the document you provided me and
wanted to offer some feadback.

Regarding Option 1, | still think it best that it not even be on the table if you are commiltted to change. As | said
yesterday, most people will always choose the status quo in place of change. But | did want to offer up a couple of
thoughts and possible refinements if you choose to retain it as an option.

= | think there is some question as to whether the funds received from TCT by the Chamber should be
considered “revenue” for the Chamber. I'm not sure how Asheville and other NC chambers have gotten
around that regulation over the years, as occupancy tax funds likely exceeded 50% of chamber revenue in
several places where the chamber was the DMO. | can ask around if needed t¢ find out how that was done if
it remains an issue for anyone.

= | think the biggest unstated concern about Option 1 is that it does not allow for a full-time leadership
commitment to the growing visitor ecanomy and management of the destination. It would not surprise me to
see the Transylvania visitor economy double in size again over the next 5-10 years.

= | would also argue that given the increasingly large budget you are responsible for managing that it is
consistent with the TCT board’s fiduciary responsibility to separate the two crganizations.

Regarding Option 2, | would also say that given county governments operate in a very different world than tourism.
Your pay and benefits and that of your staff {especially incentive compensation) may not be easily comparable to
any employee in county government. Should you or one of your employees leave TCT would look to replace you
with someone from the private or quasi-private sectors, not with someone from a county or municipal government
background.

Regarding Opﬁon 3, this option ensures full independence (within the limits set out in the TCT lagislation) from
outside influences. There is no question as to whom you and your staff work for. It enables TCT to pay you and
your team a competitive salary and benefits based upon the market, not county government scale.

One question that may still be unresolved is what TCT's fee paid to the county will be under any of these
circumstances, beyond what the county is legislatively mandated to do. What would the annual fee be for county
services in both Optlon 1 and 27 Would an increase in TCT fee paid for services rendered allow the county to add
another staff member to handle increased workload? | do think the TCT board will need to know what the costs are
for each of these options.

Finally, | have attached a document that was prepared in 2016 by Anna Mills, the Buncombe County TDA's attorney
at the time. It looked at two options for setting up a separate 501(c)6. The TDA there eventually chose to go with
the second option.

| hope this helps. | will make a call today to inquire about Explore Asheville’s current non-profit status.

All the best,
Chris



Chris Cavanaugh

Magellan Strategy Group

+1 (828) 651-9320 Office

ccavanaugh@magellanstrategy.com

www.magellanstrategy.com

hitps:/ftwitter.com/@MagellanSG

Helping Leverage Opportunities Through Strategic Planning, Research, and Marketing



€/l TYZEO.SIECE86YEB0L I VESM-Osw=iduIsyZe /9,001 26068VER0. L VEY-Bsw=tdwiseey/£088Z588011 620/ | VESI-PRII=pIuLBdgE=0.IReSDId=MIAREOPOCEZRIO=NIZ LINAIe WAL eBoob rewysdy

LPIEZ BY) U0 sieuoissiluwoD) ey
0} Juaseud o} Bujuueld s; ueyjeuor yey} uogejusserd ey 0} Joud UONESIBALOD B BABY O} SBINUJLL M3} B PSNPaYDS M Jj pUjW NoA pInopA ‘llem Buiob si jeam anoAk edoy |
‘ucowsaye poo9

[ed va.l :1oefang

<Bio"funooeiueaiAsuen@isiybnel-swiel> Jojybne] swier o)
Wd £6°Z 1.Z0Z ‘ZL Isnbny ‘Aepsiny) jueg
<Wwooewipuapeduo)iess Joxded ucjAe] :wol
—ofiessep [eulbup—

awer
iNOA 10} YOM SBLURY el 9S0L) JO JOYNS J| MOUY W 1o

"“pajeqe sAeY uuols auy Jo syoedw) ey Buipuad si ey ‘osunoo O “Buiwsow Aepp4 Jo ucowaye Aepsiny) saype AjiqeleAe swos aaey | g ‘dn paxooq
ale sAep om} peau A "NoA yim jeaw o) Addey we | -dn yBneo 16 o} BulAn pue sjiews yBnouy Buioh we | 0s Xoom JSe| UMO] JO INO SEM | juciAe ‘ucolusye poox)

Bjoum <Bio'fjunooeiueafsuen@ieptinel-awiel> Jolybnen awier Wd 91 % 18 LZ0Z ‘91 Bny ‘uop uQ

MOM
J exew 0] 1seq ALU Op [|M | PUE YIOM PINOM Jeu) SOLIR aJe aisy) Ji Mol oW Jo “Bunesw sisuojssjuiog e o) Joud pieoq ayy woy syybnoty syepdn o) 0s 10 sajnuIW G|, Joj
Y&} o} pajuem isnf | “Buniojdxe ase am ajym abeieaco |80 uo Buipuedap AepL Jo Aepsuny] uo |reo e exe) Aiqeqoud pinod | ‘Aepsaupep uo Jeausq o] Ino Al o) Buiob we |

[e2 V(1 :8Y “j9aigng
<Bio"funosejueafsuen@isybne-swiel- Jopybne swier 1oL
Wd L6 120Z ‘91 1snbny ‘Aepuoy :jueg

<o jlewb@ioeduoiie)> Jexied UJART :wolq

"NOA 10} SHIOM )| GSLM MOPUIM JEL) LM SW [ED O} 8XI P,noA )1 6081-808-828 S! 1180 AW 21 UeaMIeq ucousaye Aepsiny | JNoqe MOH

<woo' lewb@iexeduciie Jayied uciie] .ol

WV #5618 1202 '/I Bny *en) <BioAunooeiueaiAsuenBus)ybnel-awiel> sayybne swep
sabessoll

1e2 val -3y

<wosjrewbBueeduoiie)s Jaed uo)ie] __mEo : uﬂd

197 WL TSk - [ Wel 5 € ‘LZ/ZL0|



£ ~PZE9iSLEE8NEYER0.LIVEY-Dsw=lduIsRZE 8601 Z6068FEE0L IVE %) -BS={dUNSPE Y/ SGREZSEAOVL 620/ L VE %-PRRII=PIyuLsdgle=YyResF|d=MeINEgaPOEEZ )G L MIEW/AWGD e Boob-pew/rsdpy
uojie

“9ous|uaAUO3U Jey} Jo) ezibBojode | pue abeiaacs ou 0} anp $1 3 ‘awn 1By}

puncJe sui Woly Jeay Jou op NoA J| "NOA JOf JUSIUSAUSS JOU SI JeU JI Moy aw 18] esead og abeiaA0D ||90 uo paseq usiy noA jea o} st ueld AW (1S3 Nd L) WY L1 18 s1 Aqus

palug Jno pue e [euojjeu ulelunopy Apoy s o} Aiwe Sue) w,| |jeo . 1o} sjge|ieAe [jIis alom NoA )i 99s 0] Ul Bunjoays) "uuo)s oy Jaye nok Joj Azeso aie sBuly) ains wi,|
jBunuow poos)

<Bio'fjunooejueapisuen@usiybneyswiek Jabne swier ;oL
Y 05°6 18 L Z0Z ‘61 Bny ‘nyi <Wwoojiewb@uspeduoiie)- Joped uojie]

[ueppiy 1xeq pegonty]

:3j0um <Blo'funooeiueajdsuen@uaybne awiels Jobne] swier ‘WY ¥5:6 18 ‘LZoz '/ 1 Bny uQ

uojie]

*Aepsiny ] uo noA [es
0] A5 [ | ‘nOA W0y Jeay JUop | JI “LE6Z-6ZE S| Jaqunu ||92 A “{e2 joink e op uea pue sBujuado Aue aaey noA asea ul jsnf Aepoj sjqrey AleA wie | Jewp op o) ueid [m |

<flo'fjunosejuealdsuen@ispybne-awels Jajybne swep (o
NV 0L:0L 1& 1202 'Z) Bny ‘en) <Wwod ewb@exeduciie)s Jaxe uojie

89/9Z DN '1s9u04 yebsid
i 91e9) 1s8104 G2

0081-£88 (828)
JobBeuepy [eiauag)

ON PJeasig uuj uojdwey|
Jaxjed uoile]

Jaxyeqd uoyie
‘nof yuey |

*NOA 10} YIOM 18U] SBLUJ MOUY SLU 18] UBd noA Ji swi} 1noA jo Inpoadsal eq 0] aiqissod se ajana| se g ued |
[EAR TR PRIl VT M BSE LI



M Gmail Clark Lovelace <clark@brevardncchamber.org>

Re: Catching Up

1 message

Clark Lovelace <clark@brevardncchamber.org> Wed, Aug 18, 2021 at 1:32 PM
To: Chris Cavanaugh <ccavanaugh@magellanstrategy.com>

How about | give you a call on your cell at 1:30pm tomorrow?

Clark E. Lovelace

Executive Director

Brevard/Transylvania Chamber of Commerce
Transylvanla County Tourlsm Development Authority

175 East Main St., Brevard NC, 28712

Chamber: 828-883-3700, brevardnechamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com

BREVARD
]

On Wed, Aug 18, 2021 at 1:13 PM Chris Cavanaugh <ccavanaugh@magellanstrategy.com> wrote:

Sure. I'll be in the car tomorrow from 10:30 until 2:30 followed by a meeting, and then again in the car on Friday from
10:00 until noon, Want me fo call you from the road?

From: Clark Lovelace <clark@brevardncchamber.org>

Sent: Wednesday, August 18, 2021 12:43 PM

To: Chris Cavanaugh <ccavanaugh@magellanstrategy.com>
Subject: Catching Up

Do you have a few minutes to catch up on our current investigation Into options for our TDA's organizational structure
moving forward? Itll mostly be some clarity on how Buncombe County is doing it and a bit of an update from what's
going on here. I'm pretty open after 10:30am tomorrow and most of Friday. Let me know. Thanks.

Clark E. Lovelace

‘Executive Director

Brevard/Transylvanla Chamber of Commerce

Transylvania County Tourism Development Authorlty

175 East Main St., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com
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M Gmail Clark Lovelace <clark@brevardncchamber.org>

Board Meeting Red Notes

1 message

Clark Lovelace <clark@brevardncchamber.org> Wed, Aug 18, 2021 at 12:24 PM
To: Jeff Joyce <Joyceji@brevard.edu>

Joff,

Attached are updated red notes. Note that in my section | think itlll be a good idea to touch on events and the pandemic.
We don't need final answers and | don't want a social debate, but | do want to give a heads up that we're planning Coffee
Connections next week because it's outside and BAH in three weeks bacause it's mostly outside, but Candidates Forum

for in-person is not looking good. Let me know if any questions on anything. See you in the morning.

Clark E. Lovelace

Executive Director

Brevard/Transylvanla Chamber of Commerce
Transylvania County Tourism Development Authority

175 East Maln St., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8300 / 800-648-4523, explorebrevard.com

BREVARD
L)

@ Chamber Board Agenda (8-19-21) with notes.doc
= 84K



Brevard/Transylvania Chamber of Commerce
Board of Directors Meeting
Agenda
August 19, 2021

Call to Order — Jeff Joyce
Minutes — Jeff Joyce
Financial Report - Brittany Marcum Cohn

President’s Report — Jeff Joyce

» Courtney no longer on board

» Review of agenda, mention that Glenda/Nathan are slated for this meeting to cover workforce
development, Dr. McDaris on education at our next meeting and then Clark is reaching out to
Tore for his story on workforce housing

o Contract update if anything applicable

¢ Might be a good time to ask about when folks want to do a retreat. The last few years, we've
identified November as good to be able to set up the coming year. Covid should be a
consideration.

+ |'d vote for not covering the diversity conversation at this meeting and instead doing it at the
September board meeting where we may have more to report.

o |It’s that time of year to begin thinking about board openings and candidates for those spots.
You'll see an open call for nominations to our membership in e-news. Good suggestions also
often come directly from the board. Think about what our board needs and any members who
would be good fits. As a reminder, Courtney and Ambers spots are opening up. Joan, Mal, and
Hunter are eligible for 2™ terms.

Executive Director’s Report — Clark Lovelace
® Ask for any questions from what was sent
® Ask about sponsorship increases -
® Ask about opinions on meeting during the pandemic. Hendo has cancelled/postponed indoor
events of more than 50. Qur next BAH is at primarily outdoor space at SkyTerra so we should
be okay there. Candidates Forum is not looking good for in-person.

Reguiar Updates

Clty of Brevard

Transylvania County

Governmental Affairs Committee

Economic Development

» If we're well ahead of 8:30am, you could ask if there are any other quick updates. If we're not,

you could state that if we have time left after our speaker then we can cover any other
updates.

Guest Speaker — Glenda McCarson, BRCC and Nathan Ramsey, Land of Sky Regional Council



Old Business
New Business
Adjourn
Misslon Statement

The Brevard/Transylvania Chamber of Commerce supports its members through advocacy, promotion, local
engagement and education in order to enhance the quality of life and economic vitality of our community.
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M Gmail Clark Lovelace <clark@brevardncchamber.org>

Re: Quote

1 message

Sally Burnett <sally@brevardncchamber.org> Mon, Aug 23, 2021 at 12:08 PM
To: Clark Lovelace <clark@brevardncchamber.org>

Thoughts in red below. For what it's worth, | vote for the second version.

Sally Burnett

Visitor Center Coordinator
Brevard/Transylvania Chamber of Commerce
175 E Main Street

Brevard, NC 28712
sally@explorebrevard.com
sally@brevardncchamber.org

828-883-3700

On Mon, Aug 23, 2021 at 11:48 AM Clark Lovelace <clark@brevardncchamber.org> wrote:
Over the last two decades, the Transylvania County Tourism Development Authority (TCT) has grown

tremendously, not only in terms of the annual budget, but also in terms of what it does as an
organization. The past five years in particular have seen revenuss increase to 2.5 times their prior level,
as well as the introduction of the organization’s Transylvania Always sustainability initiative and a grant
program to support the infrastructure of our destination. With all of that in mind, the TCT Board of
Directors is evaluating the best structure to manage tourism and serve our community. Ongoing
conversations are occurring with long-time partner Brevard/Transylvania Chamber of Commerce and
Transylvania County Government to determine the best path forward.

Over the last two decades, the Transylvania County Tourism Development Authority (TCT) has grown tremendously,
not only in terms of the annual budget, but alsc in terms of what it does as an organization. The past five years in
particular have seen revenues increase to 2.5 times their prior level. Over that same period, TCT has introduced a
Transylvania Always inltlative, contributing hundreds of thousands of dollars to address user impact and to create safe
and enjoyable use of our public lands. TCT has also focused on funding support for our destination’s infrastricture with
$100,000 in support of the Ecusta trail and financial support of a dozen other projects. Due to that incredible growth,
the TCT Board of Directors is evaluating the best structure to manage tourism and serve our community. Ongoing
conversations are occurring with long-time partner Brevard/Transylvania Chamber of Commerce and Transylvania
County Government to determine the best path forward.

Clark E. Lovelace

Executive Director

Brevard/Transylvanla Chamber of Commerce
Transylvania County Tourism Development Authority

175 East Main 8t., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com

BREVARD
N}




M Gmail Clark Lovelace <clark@brevardncchamber.org>

Re: county commisioners meeting
1 message

Clari_( Lovelace <clark@brevardncchamber.org> Mon, Aug 23, 2021 at 10:54 PM
To: Corey Gafnea <corey@brevardncchamber.org>

Quick scoop is that the chamber has indicated that they'll have their due diligence completed next month and look to mest
with TCT and the county to discuss moving forward. | think TCT will plan on working out their recommendation by the
September board meeting. Option 2 seems most likely (under county), but there are some important items that need to
be worked out with the county for that to ba the official recommendation. The goal is for a final path to be determined by
year-end and then six months to transition. Let me know if any questions.

Clark E. Lovelace

Executtve Director

Brevard/Transylvanla Chamber of Commerce
Transylvania County Tourism Development Authority

175 East Main St., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com

On Mon, Aug 23, 2021 at 10:09 PM Corey Gafnea <corey@brevardncchamber.org> wrote:
Hi Clark,
Thanks for the conversation this afternoon and for the heads up. | just finished watching the CC meeting. Do you have
any idea of a timeline for how long it would take to implement a new structure? Based on the meeting and the TCT
board meeting discussions, | don't think anyone is advocating for the same structure to stay in place.
C"‘

Corey Gafnea (she/her/hers)
Operations & Project Coordinator
Transylvania County Tourism

175 East Main Street

Brevard, NC 28712

828-884-8900

www.explorebrevard.com

BREVARD

QLB




M Gmail Clark Lovelace <clark@brevardncchamber.org>

Fwd: tourism development authority - commissioners update Aug 23rd
Clark Lovelace <clark@brevardncchamber.org> Mon, Aug 23, 2021 at 1:17 PM
To: "Layton Parker (TCT)" <layton@explorebrevard.com>

Clark E. Lovelace

Executive Director

Brevard/Transylvania Chamber of Commerce
Transylvania County Tourism Development Authority

175 East Main St., Brevard NC, 28712

Chamber: §28-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com

e E
—-—- Forwarded message -
From: Jonathan Griffin <Jonathan.Griffin@transylvaniacounty.org>
Date: Mon, Aug 23, 2021 at 12:42 PM

Subject: Re: tourism development authorlty - commissioners update Aug 23rd
To: Clark Lovelace <clark@brevardncchamber.org>

Sorry, | assumed you were already on the sunshine list that Trisha uses to distribute agenda packets.

Sent from my Verizon, Samsung Galaxy smartphone
Get Qutlook for Android

From: Clark Lovelace <clark@brevardncchamber.org>

Sent: Monday, August 23, 2021 12:33:49 PM

To: Jonathan Griffin <Jonathan.Griffin@transylvaniacounty.org>

Subject: Re: tourism development authority - commissioners update Aug 23rd

| have not yet seen a copy. Can you please send?

Clark E. Lovelace

Executive Director

Brevard/Transylvania Chamber of Commerce
Transylvania County Tourism Development Authority

175 East Main St., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-848-4523, explorebrevard.com

On Fri, Aug 6, 2021 at 1:42 PM Clark Lovelace <clark@brevardncchamber.org> wrote:



Thanks for the heads up. |would like a copy.

Clark E. Lovelace

Executlve Director

Brevard/Transylvanla Chamber of Commerce
Transylvania County Tourism Development Authority

175 East Maln St., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com

By
d

On Tue, Aug 3, 2021 at 5:27 PM Jonathan Griffin <Jonathan.Griffin@transylvaniacounty,org> wrote:
HI all,

(You're all blind copied so that | don’t inadvertently create an open mestings law violation with a reply alll)

After the last Tourism Authority board meeting and Chairman Layton Parker's communications afterward with the
County Manager, Jaime has asked me to bring forward the structure discussion from Tourism Authority’s Board of
Directors to the Board of Commissioners for their next meeting. The next BOCC meeting will be 8/23/2021 at 6 PM,
and | have requested with the Clerk o be on that agenda.

For those of you who have already sat through my prior presentations, this is a sizeable chunk of information {and
my presentation always ends with “is there anything else you would like me to research?").

| was going to prepare extra copies of the binders containing the presentation, memos, etc, but in the interest of
preserving as many trees as ls possible, was only going to make as many binders as | needed to make.

It will contain my memorandum to the board, copies of the slides themselves with my notes and all the relevant
source documents (copies of S.L. 2005-88, NC Department of State Treasurer Memorandum 2014-08, County
Resolution 33-2019, atc.)

Please let me know if you are interested!

Thanks.

Jonathan Griffin
Finance Director
Transylvania County
p: 828-884-1931

m: 828-556-1564
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From:
Date:

Subject:

Department:

Public Hearing:

Contact:

Purpose:

Attachments:

Iransylvania County Agenda Memo

Agenda Item:
Meeting Date:
Jonathan Griffin, Finance Director
7/22/2022
Transylvania County Tourism Development Authority
Discussion, Structure and Governance
Administration, Finance, Tourism Development Authority
No
Layton Parker, TDA Chair
Clark Lovelace, Brevard/Transylvania Chamber of Commerce Director
Jaime Laughter, Transylvania County Manager

William Bulfer, Teague Campbell Dennis and Gorham (County
Attorney)

Jonathan Griffin, Transylvania County Finance Director
To brief Board on discussions with the Tourism Authority

Timeline of Meetings between County, Chamber and Authority
officials.



EXECUTIVE SUMMARY

The Transylvania County Tourism Development Authority (TCTDA) is a unit of local
government established by a formal resolution of the Transylvania County
Commissioners for the benefit of the citizens of Transylvania County.
S.L. 2005-88 requires that the Commissioners establish a Tourism Authority if they
charge a tax on accommodations. The purpose of this legislative mandate is to place
the elected officials who voted to impose the tax at arm’s length from the decisions
on how the taxes are spent.
Generally, each County has a separate piece of state legislation establishing this
requirement. Accordingly, the nuts and bolts of how TDAs operate is mostly coming
from the decisions made by the County Commission when establishing a TDA and
not from the state.
The TCTDA is currently a 9-member board, with board members volunteering their
time to carry out the mission, vision, and duties of the Authority's tourism
promotion. At the same time, TCTDA has a contract with the Brevard/Transylvania
Chamber, where in exchange for a fee, chamber staff assist the Tourism Board with
their duties.
While advising the TCTDA about their legal options, staff determined that the
contract between the TCTDA and Chamber had some flaws which otherwise would
allow the Authority to control the Chamber, so staff recommended changes. Staff
believe the major issues here are resolved pending the TDA's ongoing process.
The TCTDA Board voted for its Chair to begin the process to undo the contract with
the Brevard/Transylvania Chamber and separate its day-to-day operations from
chamber officials. TCTDA Board Chair Layton Parker has communicated to County
Manager Jaime Laughter their request to directly employ and compensate Authority
staff independent of the County government’s existing policies. Currently, staff need
input from the Board of Commissioners.
Staff believe to facilitate this, the County resolution will need to be amended to grant
the TCTDA to establish these rights and privileges, because the statute 2005-88 does
not provide that authority. At this time, it is worth revisiting what level of authority
the TCTDA will have over its proposed staffing.
Staff recommend the Commissioners direct the TCTDA to choose between :

o operating as a County office, operating under policles established by the

County Commissioners; or,

o to continue on using non-profit agencies as contractors.
Staff does not recommend an approach by which the TCTDA may determine its own
personnel and compensation policies and implement them on its own due to risks to
the Commnissioners and Finance Office.



THE REQUEST FROM THE TCTDA:

The request from the Transylvania County Tourism Board of Directors Chalrman
Layton Parker is that the Tourism Authority be empowered to directly employee
staff, and to do so independent of any authority exercised by the County, e.g.: to

develop their own personnel policies, compensation plan and beneflts structure.

To facilitate this, the County Commissioners must amend resolution establishing the
Tourism Authority to clarify the authority and powers of the Authority to include
personnel items. The Authority’s by-laws have some reference to employing staff, but do
not clarify all the elements necessary for it to be considered a full government personnel
policy. This is different from as if the Authority were to opt-in to the County’s existing
personnel and compensation policies and use the County’s system.

The Transylvania County legislation that establishes occupancy tax authority and creates
the legal basis for the County’s creation of the Authority has no such language. Only one
County that staff are aware of at this point has staffing authority built into the actual state
law, all the rest of the Authorities that have been reviewed have had authority granted by
the County Commission, as outlined by the County resolution.

The Tourism Board, per the Board Chair, has requested to negotiate with the Finance
Officer a fee necessary to facilitate their independence, with the purpose being to use some
authority dollars to support the operations of the Finance Office and the need to process all
relevant financial transactions (such as payroll, benefits) for Authority employees.

As this request would require amendment to the County’s establishing resolution for the
authority and additionally potential amendments to the budget of the County Finance
Office, the decision belongs to the Board of County Commissioners.

THE OPTIONS:

3. A fully autonomous Tourism Authority operating as an independent government
agency

i) Requires specific authorizing language in an amendment to resolution 33-2019,
authorizing the Authority to adopt a personnel policy, compensation plan and
set its own policies

ii) The Authority would hire its director and staff within those independent
policies.

iii) This will require additional administrative expense - it would be more
reasonable to seek quotes for supplemental services from human resources and
accounting firms for workload and using this to insulate the County Finance
Office from risk related to mismanagement due to the level of autonomy.



Should the Board choose to grant the Tourism Authority full autonomy on
personnel, the County Finance recommendation is to use the opportunity to
untangle the entire issue and have the Tourism Authority take full ownership of
its finances.

2, A Tourism Authority more integrated with the County government

I} Requires specific authorization in an amendment to resolution 33-2019, to add
the County’s policies to the resolution establishing the authority.

ii) The Authority would hire and supervise a director within the County’s personnel
plan and policies, and additional staff would be hired in full compliance with the
County’s policies (such as how the Board of Social Services, Board of Health or
Board of Elections conduct their hiring).

iii) Under these circumstances, it would be reasonable to evaluate the level of
administrative support needed in County Finance and Human Resources to
support the Authority’s needs and amend the budget to reflect additional
expenditures and revenues from the Authority as compensation for those
expenditures.

3. A status quo option that preserves the Brevard/Transylvania Chamber’s position as
the agency that provides the day-to-day operations of the Tourism Authority.

i) Requires additional amendments to resolution 33-2019 to control for the ability
of each organization to influence the other.

ii} The Brevard/Transylvania Chamber would serve as a vendor/contractor of the
Authority and retain responsibility for hiring and compensating adequate staff to
carry out the mission and vision of the Authority.

LEGAL BACKGROUND:

Pursuant to NC Sesslon Law 2005-88, Transylvania County is obligated by law to establish
a Tourism Development Authority (here after the Authority) to oversee the expenditures of
the proceeds of occupancy tax collections. If Transylvania County levies an occupancy tax, it
must also have a Tourism Authority.

The State government granted individual counties and municipalities the authority to levy
occupancy taxes beginning in the 1980s. It did not standardize those practices until the
mid-2000’s. This standard now includes a separate board at arm’s length of the primary
government to make spending decisions. The County had established the authority prior to
any obligation to do so. Only in 2005 did the County’s occupancy tax laws resemble the
state standard and require the creation of a Tourism Authority.

Pursuant to that same law, the Board of County Commissioners designate the chair of the
authority, and the Finance Officer of the County is directed to perform the duties of Finance
Officer for the Authority. The duties of Finance Officer are defined by NC G.S. 159-25.



In 2013, the NC Department of State Treasurer implemented GASB 61 through the
publication of Memorandum 2014-08 statewide. This memorandum is the guiding
document for how to establish and operate public authorities and how to present their
financlals. The primary change this memorandum made was clarifying that public
authorities must set their own budgets, rather than the primary government setting the
budget for them. Untll FY 2014, the County Commissioners included the TDA budget in
their annual appropriations.

The Local Government Budget and Fiscal Control Act (LGBFCA) applies to the authority,
and in turn all governmental accounting standards do as well, because the LGBFCA has
blanket language that says all generally accepted accounting principles for governments
should be followed, which is a reference to the rules of GASB.

The financial affairs of the Authority are not completely separate from the County - while
the Authority is required to contract for an audit and issue a separate annual financial
report, their report becomes a piece of the County’s annual financial report at year end. The
ability of the Authority to have its records audited and financial reports filed with the state
is key, because it is one of the first steps to create the financial reports for the County.

The Authority’s financial position is reported as a piece of the County’s is for one very
important reason - if the Board of Commissioners were to repeal the occupancy tax, the
County Finance Officer would be required to oversee the discharge of any remaining
liabilities for the Authority and after that period, all remaining assets would revert to the
County. Given that the Authority’s board does not ultimately own its assets, this is also why
state law forbids Tourism Authorities from taking on debt {since the primary government
would be obligated by their decisions) and appears to be why most counties report assets
purchased by their Tourism Authorities on their financial statements across the state.

In recent years, Montgomery County, NC, a peer comparison County for Transylvania, chose
to repeal its occupancy tax and went through a process that dissolved its Tourism
Authority, after that Board of Commissioners concluded that it disagreed with the strategic
vision of the current Authority.

BACKGROUND ON THE STRUCTURE OF THE TCTDA:

The Authority has traditionally operated as a service-oriented board, with each of the nine
(previously seven) members participating directly in the business of the authority, with
additional individuals recruited as needed to fill out various committees that operate for
functions of the Authority.

This volunteer model has led the Authority to operate in similar ways to how many
nonprofit organizations operate with multiple committees tackling key elements of the



vision of the Board (for example, the Authority has a finance committee, grant committee,
marketing committee, destination infrastructure committee, et cetera - a less common
approach for how governments structure their affairs).

At the same time, this has been balanced with a contract with the Brevard/Transylvania
Chamber of Commerce wherein the Chamber would provide certain services to the
Authority. This contractual arrangement obligates certain TDA resources to be paid to the
Chamber on annual basis (previously, the contracts were over a longer period but over the
last few years the Authority and the Chamber have been executing single year agreements),
and in return the Chamber provides services and staff that assist the mission of the
Authority. This arrangement leaves employment practices and liability with the
Brevard/Transylvania Chamber.

This relationship (and similar ones in other communities) came out of a historical need to
operate a visitor center. When other organizations might have better commercial real
estate or be more easily located where tourists arrive or congregate in a community, it does
not make as much sense for the government to operate a visitor’s center directly as
opposed to contracting it out. Historically, the development of this structure (a nonprofit
agency providing significant services to a government agency) is most similar to the
development of the Buncombe County Tourism Development Authority.

The BCTDA, until 2016-2017, operated its affairs primarily through a contract with the
Asheville Area Chamber of Commerce, with its lead staff being a Vice President of Tourism
at the Asheville Area Chamber. After 2017, it separated itself from the Asheville Area
Chamber and integrated with the County as a governmental agency.

While employed to carry out the mission and vision of the Authority, ultimately, the
Chamber’s employees are its own. This is an interesting wrinkle that complicates how the
public {and even members of the Authority and County) perceive the Authority’s affairs.
Publicly, the Executive Director of the Chamber of Commerce has also been presented as
the “Executive Director of Transylvania County Tourism", however no such position exists
because the Tourism Authority has no employees - only contract vendors it pays to provide
it services.

Additionally, the Chamber’s contract with the Authority does not authorize it to make
decisions on behalf of the Authority, but rather to carry out delegated work. Ultimately, the
Tourism Authority’s Day to day operations and that of the Brevard/Transylvania Chamber
are deeply intertwined in a way that may be painful to separate.

Swain County learned how difficult this process was recently when the Swain County TDA
sought to separate itself from the local Chamber of Commerce. Some assets purchased with
tourism funds had belonged to the Swain County Chamber, and remained so after the



separation, which generated considerable ill-will. While the TCTDA did purchase its
current website domain in its own name, County staff are not aware of any other assets
that were purchased by Chamber officials that may have been funded by the Authority but
are owned by the Chamber.

CONTEXT ON THE TOURISM AUTHORITY'S REQUEST

The Authority began discussing this independent of any consideration or conversation with
the Board of Commissioners, County Manager or the County/Authority Finance Officer.

Per Clark Lovelace, Executive Director of the Chamber of Commerce, he suggested to both
the boards of the Chamber of Commerce and the board of the Tourism Authority that the
time had come to reappraise the relationship, as the Tourism duties had become
unmanageable while still providing proper care and attention to the mission, vision and
duties of the Chamber.

At their February 2021 meeting, the Authority, during their annual retreat, entered a closed
session to discuss and at that meeting, Board Chair Layton Parker introduced the idea that
the Authority would explore separating itself from the Chamber and explore structures that
had been researched by himself and Chamber Executive Director Clark Lovelace .! At this
closed session, information was disseminated that suggested one possible course of action
was that the Tourism Authority Board would create a separate 501(c)-type organization,
separate from the governmental authority, would employ individuals and receive
distributions of occupancy tax dollars.

In attempting to assist the Authority with reviewing their structure and coming to an
informed and legally sound opinion, County staff have endeavored to accurately portray
the legal obligations of the Authority and its relationship with the County and that a
separate 501c6 organization to employ Tourism officials independent of the Tourism
Authority as a government entity was not legally permissible arrangement.

In turn, County staff have had to analyze the contract of the Authority with the Chamber
and assess the viability of that relationship and provide recommendations. There were
several issues in the contract that exposed the County and Chamber to considerable risk.

e The ability of individuals to serve in a dual capacity on the Board of Directors of the
Chamber and the Board of Directors of the Authority meant that it was possible for
the affairs of the Chamber to be steered explicitly by the Authority.

1 As noted by the Finance Officer in writing after the meeting, this closed session lacked a valid reason under
general statute to occur, and minutes of this closed session have not been released In accordance with NC G.S.
143-318.10(e).



e By agreeing to allow the Tourism Authority to write and approve job descriptions of
Chamber employees - Chamber had ceded part of its independent authority to
determine the duties of its employees to the Authority

o The monetary value of the contract had become significant to the Chamber to the
point that one could reasonably discern that the Authority had the ability to direct
the Chamber implicitly.

o The contract lacked language clarifying the liability of both parties (Authority and
Chamber) and could be read that the Authority was a financial backstop for the
Chamber - this type of financial burden is typically presented as a control
relationship in government finance.

The County Attorney’s intervention was necessary to clarify and prevent the Chamber from
inadvertently a reportable entity affiliated with the Authority or County government. In
reviewing the controls that the Authority had established over the Chamber, staff were able
to avoid considerable heartburn for all parties.

If the Authority had established further control over the Chamber, it would have been
necessary to conduct the affairs of the Chamber according to the fiscal control act, and for
the Chamber’s financial position to presented as a part of the County’s financial statements
as another entity for which the Board of Commissioners are responsible.

In the Buncombe County example, which is the closest comparison to how the Tourism
Authority currently carries out its business, the Asheville Area Chamber was able to
balance its obligations to Buncombe County Tourism without a controlling relationship
because it also held several other contracts and had significant revenues outside of the
Tourism program. The Brevard/Transylvania Chamber does not have an equivalent diverse
revenue base and is more dependent on the revenues from the Tourism contract than any
comparable organization.

There are clear precedents for nonprofit agencies in similar situations to fall into quasi-
governmental status in North Carolina. In Cumberland County, there is an extensive
agreement between the Cumberland County Tourism Development Authority (CCTDA) and
the Fayetteville Area Convention & Visitor’s Bureau (FACVB), a 501c6 organization. The
extensive nature of that agreement requires that the County government present the
financial position of the FACVB (a separately governed nonprofit) as a part of the County’s
annual financial reports and balance sheets.

Staff are more confident now that the relationship between the Authority and Chamber is
clear shape, and with a few more tweaks could continue working for the community if that
is the wish of the Authority board. This is a viable option that continues to balance risk and
liability.



CONSIDERATIONS FOR THE BOARD OF COMMISSIONERS:

The Tourism Authority is a separate legal entity (as a municipal corporation under the
Fiscal Control Act) and the Board of Directors are responsible and liable for their own
actions. However,the County Commission appoint the Board, set the occupancy tax rate,
and are required to collect and provide resources to the Authority, there are circumstances
where the decisions of the Authority directly implicate the County government as a
responsible party.

By statute, the Board of Commissioners have an obligation to conduct oversight of the
Authority quarterly and annually, when it receives revenue and expenditure reports from
the Authority. Additionally, the Local Government Commission reviews the audit
workpapers and financial reports of Tourism Authorities and has at times instructed
Authority boards to address issues and when Tourlsm authorities have been less than
responsive, the LGC has instead instructed Boards of Commissioners to impose control and
correct issues. For example, in Burke County, after a run of mismanagement by the Burke
County TDA, the LGC sent a letter to the Commissioners instead.

Additionally, with SL 2019-19, the Local Government Commission has the authority to
force government units to contract out finance officer duties. The Department of State
Treasurer sought this authority as an alternative to their existing authority to impound the
books of a government and to assume full control of its finances - which they have
currently done for five units in the state with a sixth and seventh takeover pending. Simply
put, the decisions of the Authority have the potential to lead to the termination of current
County employees - if the LGC orders contracting financial management out, those
resources are not available to pay current staff.

The Tourism Authority has traditionally only compensated the County the bare minimum
required under statute - the cost of collecting occupancy taxes. Meanwhile, the County
Finance Office has absorbed significant workload as the Authority has grown processing
invoices and processing payments and preparing financial reports for Chamber officials to
present to the Tourism Authority Board. This background cost would increase more if they
were allowed to adopt their own personnel rules - as an independent employer, it would
logically require separate sets of IRS, NC Department of Revenue and Local Government
Retirement System records for the County and the Authority. As an agency using the
County’s systems, we could feasibly justify use of the County’s existing records to
compensate their employees without duplication.

From a governance and oversight perspective - County Commissions have two real courses
of action with regard to Tourism Authorities that they create:



1. Use the County resolution to articulate the Authority’s powers and responsibilities
and set limits on authority to prevent issues up front, or;

2. After issues arise, take action. Several counties have, in recent years, had to overhaul
and replace the members on their tourism authority boards often because the
Authority boards were not responsive to the concerns of state agencies or the
County Commissioners.

In the case of Burke or Swain County, this has led to particularly awkward public
discussions about the role of County Commissions and the role of Tourism Authorities. For
this reason, County staff (including the Manager, Attorney and Finance Director} are not
recommending that the Authority be granted any level of autonomy above that required by
statute,

COMPARISONS:

For the purposes of keeping this as simple as possible this memorandum will address three
specific examples of how other Counties have structured the affairs of a Tourism
Authority.

1) The Buncombe County Tourism Development Authority is the largest in the
region and has specific legislative authority to request “County” staff from the
County Commission but has the right to compensate them independent of the
County’'s compensation/classification system. While the board of directors of the
BCTDA publicly describes the Explore Asheville Visitors Bureau as a ‘nonprofit
corporation’ — all of the authority’s financial transactions occur on Buncombe
County’s ledgers. The payroll for this nonprofit corporation is processed through the
primary government’s accounting software and is withdrawn from a County held
bank account.

It is large enough to have its own finance staff, but the County Finance Director
oversees thelr efforts according to statute.

When the BCTDA separated itself from the Asheville Area Chamber of Commerce, it
registered a separate EIN for the Authority as a tax-exempt non-for-profit
corporation and then never followed up and kept the relevant decumentation on file
with the IRS to keep that tax-exempt status (unnecessary and redundant and this
status was ultimately revoked per the IRS website.)

The transition from the Asheville Area Chamber to County government was closely
coordinated prior to the transition being announced and formalized.

I1.) Henderson County Tourism Development Authority operates as a County
department, and all compensation ranges, benefit programs and personnel related



items are a part of County policy and carried out by County Finance and County
Human Resources. The Tourism Authority Board, appointed by the County
Commission, sets an expectation that the Authority staff will operate as a
department of County government and their director is expected to participate in all
the same functions of County government as if they were a department head. This
justifies the use of Henderson County’s own EIN to compensate authority employees
and the County’s existing pension system membership to accrue retirement benefits
for Travel and Tourism Department employees.

In this case, basically the Tourism Authority’s close-knit integration with the County
mitigates the additional cost to the Finance Office. The tourism fund is charged a
pro-rated cost of business services that effectively pays for higher staffing levels in
the Finance Office and the Tourism staff do handle some minor transactions on their
own.

1I1.) The Jackson County Tourism Development Authority operated as a County
department, but at the request of the Tourism Development Authority board,
separated itself from the County in 2019, They have since established their own
personnel policies and compensation philosophies and compensate the employees
independent of County policy. With independently adopted policies, the Jackson
County TDA has had to apply to the LGERS to maintain pension membership for its
employees.

The County Finance Office remains responsible for ensuring that the accounting
occurs in a timely fashion, and as a result the Tourism Authority has had to bid
out/quote contracts for supplemental services to assist the Finance Office for items
like human resources support, financial support. Additionally, they also pay a flat
amount to the Finance Office to supplement the compensation of the Finance Officer
for the duties of their agency. Under these circumstances, the County staff
responsible for the work are insulated partially from workload and liability due to
mismanagement by the Authority board. However, this also uses public money to
duplicate processes.

This is also a hybrid approach - while the JCTDA sets certain policies and authorizes
financial transactions, they are still operating, through the help of certain
contractors and Finance Office staff, through the County’s finance office and off of
it's enterprise accounting software. County staff had sought to separate the JCTDA
completely from the County, but concerns about the sustainability of the
organization given closures of a major resort at the time and ultimately the Board of
Commissioners decided against the staff recommendation.

There are certain elements that are common across all three examples:



o The Finance Office and Finance Officer are more involved in the day-to-day
operation of the Authority.
¢ The County’s ledgers are the ledgers for the transactions of the Authority

e The County commissioners have made specific decisions about how the Authority
will operate and set limits within a County resolution.

CONCLUSION:

After reviewing the relevant framework and reaching an impasse, County staff require
feedback from the Board about how to proceed. From the staff perspective, the risks to
County staff and the Board of Commissloners are significant enough that permitting the
Authority Board to make personnel decisions without restriction is inadvisable, and we
recommend instructing the authority to choose between options 2 and 3.

Financial Impact: n/a
Strategic Plan Goal & Strategy: 64, 6E
Recommendation(s)

Staff recommend a motion to;

o instruct the Authority to choose between option 2 (Tourism Authority will
operate as a County office, subject to the policies of the County
Commissioners) or option 3 (the Authority shall continue to contract with
not-for-profit entities to carry out its day to day work)

However, the Board may opt against the staff recommendation, if so, the motion should be:
o instruct Staff to work with the Authority to meet its needs as an independent

employer and assess and resolve any issues necessary to facilitate this
transition.
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The County Government Framework

o Counties in North Carolina were designed with framework that aligns

a large list of 'basic’ services with a power structure that distributes
authority to different individuals

o Often a County is required to provide or fund service, but that has
more restricted options about being able to determine outcomes:

D County provides deputies to the Sheriff, but can't regulate policies and
procedures for hiring, firing, etc.

o County obligated to provide soclal services = but doesn't directly appoint a
DSS director, or determine actual soclal service policies

o Counties with specific authority can levy occupancy taxes, but then must
establish a tourism authority to spend down those resources.




Definitions

0 Primary government: the highest level of government in the
component relationship
Public Authority: A fiscal control act definition for a special or limited
purpose government, which can be a municipal corporation
Component Unit: A governmental accounting term that describes an

entity, which while separate /distinct in some way = has a significant
fiscal /legal control relationship with another unit of government

Fiscal Control Act: N.C. GS 159 — the general law that lays out the
system of financial management for units of government that are not
the state




The Occupancy Tax

0 The Transylvania County QOccupancy Tax was initially established in S.L

1985-969
S.L. 1999-205 changed the administrative provisions to align with the state

standard

o S.L. 2005-88 fully aligns the occupancy tax standards with the state and
increases the available rate to 6%.
D Creates requirement for the Board of Commissioners to create a tourlsm authority

o Commissioners “shall designate a member as chair"
o County Finance Officer required to wear two hats as County finance officer and
Authority finance officer




The Financial Framework

Major historical milestones:
o NC LGC Memorandum 2014-08

» “Operation of and Accounting For ... Tourlsm Development Authorities”
= Sets up GASB 41 in North Carolina
= Establishes that Tourism Authority should establish its own budget and authorize
expenditures (but ‘primary government’ responsible for oversight)
D 2018 “Yellow Book” {Government Auditing Standards)
= Expands the level of assessments government auditors have to make
» New emphasis on expanding documentation of the system of Internal control
Governing board Interviews/questionnaires, joint ventures, related parties
B NC S.L. 2019-19 ~ Local Government Commission receives expanded authority
to regulate Finance Offices and financial management of local government units




“Two Hats” 159-25

County finance officer must be:

0 159-25a1 — Responsible for the accounting

B 159-25a2 — Responsible for disbursements

O 159-25a3 - Responsible for filing financial reports

& 159-25a4 - Responsibility for and supervision of cash handling

0 159-25a6é — Responsibility for investment and custody of idle funds
0 159-28 - Responsibility for budgetary accounting

i These duties apply equally to the County government and to the affairs of
the Tourism Authority

The Transylvania County Finance Officer has not traditionally been able to exercise the 159-
a3 duties to report on the authority's finances to the authority board, instead the TCTDA
Board of Directors has instead required that the Finance Officer provide financial
information to Brevard/Transylvania Chamber officials and the Chamber officials have
reported this information in the Authority's open meetings.



Excerpt from LGC 2014-08

|' NC General
Assembl
Authorizes Unit to
Levy Occupancy Tax
and Create TDA
l Public Authority
By Board Resolution Bulii-et to G.9. 169
n Lasvies Tux sl
City or County Creates TDA TDA
Appoints Board
TDA Board
* Adopts By-Laws
Clpfleete Eugippey Tox N * Adopts Budget, ete.
Remite Net $§ Amount to TDA * Contracts for Audit
TDA Finanee Offives
* Preaudits Expenditurea
* Needs Separate Bond
" TDA Reporta to City/County




What is the TCTDA currently?

0 The most distilled version of the TCTDA:

O An appointed board of directors overseeing a bank account.

o Limited authority over depoesits into the account
» cannot determine level of occupancy tax receipts (TDA does not administer oce tax)
» can fix other rates and fees and receive funds (these are not a significant part of TDA

budget)

O Significant authority over outflows within limitations of by-laws and fiscal control act
» Determine an annual operating budget
= Set and amend levels of appropriations

& Every government has to have a budget officer, a finance officer, a clerk and an
attorney

« As a public autherity created by a Ceunty, the TDA cannot appeint its own finance officer
and the clerk and attorney duties are currently handled by the County officials In those roles.

Itis particularly important that the Board of Commissioners formally approve the Chair of
the TDA Board — because the Chair of the TDA Board also serves as the budget officer and
is responsible for developing and proposing the annual operating budget of the Authority.
Without formal approval of the Board Chair, then the budgets of the Authority are by
extension not legal because there is no one to recommend the budget ordinance.




Who is responsible for the actions of the TCTDA?

0 The Board of Directors of the Authority are responsible for the day to day
and annual decisions — any errors or missteps make them liable (the County
purchases public official insurance and applies it tourism functions)

Bigger picture: the State government views County Commissioners (or
City councils) as responsible for the actions of Tourism Authorities:

o The Local Government Commission has Instructed County Commissioners to resolve
issues.

B The General Assembly has at times pushed back on requests to change Tourism
Authorltles If the representatives have viewed that it could be changed through
board members.

D The State Itself could collect occupancy taxes but instead puts that burden on the
local governments.

Brevard /Transylvania Chamber of Commerce is not the Tourism Authority

In 2019 in Burke County, after the Local Government Commission was unsatisfied by the

level of response to audit concerns from their Board of Directors, the LGC instead sent a

letter to the Board of Commissioners telling them to resclve it. In this circumstance, the

Burke County TDA had been conducting its finances completely independent of the County

and was violating several elements of the fiscal control act in doing so.

- The Commissioners of Burke County ended up having to entirely replace the Board of
Directors for the Burke County TDA and force them to turn over the financial
management to their Deputy County Manager / Finance Director.

In 2015-2016 in Cumberland County, the Cumberland Board of Commissioners became
frustrated with the marketing campaigns and distribution of occupancy tax funds in
Cumberland County, where the Cumberiand TDA contracted with a 501(c)6 Visitor’s Bureau
to carry out marketing campaigns. Representatives on the NC House Finance Committee
questioned the need for a state law change when Commissioners could achieve change
through board membership.

Occupancy tax legislation applies transactions the State collects sales and use tax on, so if
the state chose, it could collect occupancy taxes and remit them to the Tourism Authority
the same way it does sales and use taxes collected on behalf of Counties, however it
chooses not do so —and instead, places responsibility that on Boards of Commissioners and
their staff.




County Review of Tourism/Chamber Contract

There were four major issues with the relationship — which the Finance
Director, after discussing with the County Auditor, and the County
Attorney worked to address:
Lack of contract language that clarifled the extent to which the Chamber
and Authority were liable for each others actions

2. The Brevard/Transylvania Chamber's financial position is supporied more
than 50% by the Authority contract

Contract language that allowed the Tourism Authority to set the [ob
descriptions and duties of Chamber staffers

4 No limits on the ability for individuals to serve on both the Chamber Board
and Tourism Board simultaneously

lalicized iems need only o be addressed if the Tourism Board / Chamber confract continves beyond 6/30/22.

The prior contract had a lack of specific terms when Chamber officials acted on behalf of
the Authority, so if for example a Chamber official had been injured on behalf of the
Tourism Authority while traveling to a tourism and marketing event, it would have been a
reasonable assumption that the Tourism Authority would be funding the Chamber’s liability
without limit.

The Tourism Authority, in prior contracts, had gained the ability to determine the duties
and direct Chamber officials to carry out its business. The Chamber had inadvertently
turned over several powers it had to normally control its own affairs to the Authority.

At least one member of the Executive Committee of the Chamber Board had questioned if
it would be possible to split the needs of the Authority across multiple organizations in
order to avoid the revenue provided by the Authority to the Chamber offering control -
after further research, this would be possible.
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Changes to the Authority /Chamber contract

County Attorney recommended language revisions that addressed the
issues of liability, job duties to build back a contract relationship rather
than a control relationship;

No recommendation yet on how to address board service — it is
common to have a Chamber of Commerce appointee to a Tourism
Authority, but this is uncommon when the organization is providing the
day to day operations of the Authority.

 We don't have a recommendation yet on how to address the Chamber's
financial position being primarily public resources ~ the issue before
you could resolve that.

Buncombe, for example, required Commissioner approval of the Chamber appointee to the
BCTDA during the period in which the Ashevile Area Chamber served as the contractor for
Tourism operations. After the BCTDA separated and established itself as a quasi-
independent government agency, the Chamber appointee appears to have been changed
to not being reviewed by Commissioners.

Swain, which used its Chamber until recently to service its authority, does not appear to
have permitted a chamber appointee to its Tourism Authority Board.
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What is the relationship?

The Tourism Authority contracts for support services from the Brevard/

Transylvania Chamber, at a current annual fee of $215,000

BDay to day activities (preparing agendas, reviewing grant applications,
coordinating with marketing company of record) covered by Chamber staff.

B While Chamber staff are not agents of the Authority, this does mean that

they are effectively recelving staffing (payroll and personnel support),

worker's compensation insurance coverage from the Chamber, as a part of
that fee.

D Authority also compensates Market Connections, its advertising agency, and
IT support (website management and e-mail) from them.

12



TDA Services from County Government

There are other services received from the County government, which are
uncompensated.

B Property, liability, public officials and cybersecurity insurance
o Records retention — (Finance, Clerk to the Board)

B Cash management, receipts (County Finance)

B Payables, IRS compliance (County Finance)

D Fiscal control act compliunée (N.C. GS 159)

O Legal representation {153A-114} (County government)’

The TDA does compensate the County for:
B Occupancy tax collection (County tax administration)

1} All government unifs shouid have an alforney on relainer, generaliy, to act as the legal adviser of the board and to
certify that certain actions underioken ore permissible by statule

In researching this, county staff have assessed that the Finance Office has absorbed a
significant unfunded mandate. Since the Authority has no staff of its own to assign these
duties, Chamber officials who are authorizing expenditures have turned over these
documents to the Finance Office for proper accounting, disbursement and reconciliation.
Similarly, it has been incumbent on the County to provide financial reports to Chamber
officials, who then reorganize that information.

In comparison to other regional TDAs, the Authorities themselves have either employed
financial staff directly under the supervision of the finance officer, hired contractors to
supplement the staffing of the Finance office or Authority, or paid a fee to the County and
rebudgeted the Finance office to handle this workload. Transylvania Finance Office has
simply absorbed an increasing amount of work related to managing the Tourism Authority
as its budget has increased 120% from FY 2018 to FY 2022 ($860,000 in FY 2018 to
$1,896,000 in FY 2022). This is one element that is likely unsustainable.

Per UNC SOG Professor Kara Millonzi, the Tourism Authority is “responsible for all costs for
compliance” with financial laws, but these costs have not historically been assessed to the
Authority or addressed in the staffing levels of the Finance Office.
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How does a tourism authority operate in other
communities?

0 Generally, more consclidation with County functions elsewhere.

Resolutions establishing tourism authorities are often more detailed than
Transylvania’s

11 Generally, Authorities are more likely to have the authority to hire/fire
staff directly as opposed to only contracting with vendors to carry out
employee-like duties.

o Generally, the nonprofit support relationship that exists in Transylvania
is no longer a common model (Swain recently switched, but was
operating this way)

Statutory responsibilities for Finance Officers keep finance officers
involved in decision-making (NC G.S. 159-25 is NC G.S. 159-25)

The resolution (enabling legislation) creating the Transylvania County Tourism Development
Authority is two pages long, while the Jackson County TDA’s resolution is now 10 pages
long including amendments, and details many more items than the Transylvania resolution
does, including but not limited to contracting authority, the total number of positions,
required joint meetings with the Commissioners, the formatting of required financial
reporting, who serves as the Authority, etc. The Transylvania resolution makes no mention
of these types of items.
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What tourism authorities ¢

Staff have discussed administrative procedure with key staff or reviewed relevant
resolutions and financial statements for the following Tourism Authoritles:

Buncombe Duplin Jackson Pender
Burke Forsyth Macon Polk
Camden . Gaston McDowell Rockingham |
| |
‘Chowan | Graham Montgomery _ Rutherford 'l
Cleveland | Haywood Nash Surry |
Dare | Henderson Pasquotank Swain ]
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What the Authority can always control:

Approving and setting its own budget
2 Within parameters of the fiscal control act (must budget within available
resources, spend only available fund balance, etc)
' Who conducts the annual audit and preparation of its financial
statements

o It has traditionally followed the lead of the County's audit selection but is
not obligated to do so.

The only circumstances in which a tourism authority does not have to have a separate audit
and issue its own financial statements are when the Board of the Tourism Authority is
substantially similar to that of the primary government County Commission board.

An example of this is Currituck County, where the Board of Commissioners of Currituck
County have appointed themselves to the Tourism Board, and simply have sit for meetings
as the County Board or the Tourism Board as they need to tackle the business of either. In
these situations, a Tourism Authority does not need to issue separate financial reports,
because there is no difference between the primary government and the component unit.

Generally, it is not permissible for a Board of Commissioners to tell a Tourism Authoirty
how to spend the money available to it.
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What the Commissioners can choose to control:

Other Countles have defined the following in their resolutions:
Levels of authority over personnel, contracting

Require use of County ledger (read; use of County accounting
software)

0 Some have restricted definition of ‘tourism promotion’
Requiring reporting standards (types of revenue/expense reports)

Requiring submission/review of TDA budget ordinance to Commission
prior to adoption

Aligning selection of attorneys/legal representation

More generally, pushing the Tourism Authority to act as a county
department

The only Tourism Authority that has the ability to hire, fire or otherwise manage
employees specifically written into its enabling statute that staff have been able to locate is
the Buncombe County Tourism Development Authority. All other authorities have the
specific ability to recruit and discharge employees set within their County resolution.

Nearly all Countles surveyed required use of the County’s accounting and payroll software
(ultimately because the County Finance Officer is responsible for all aspects of their ledger)
- the primary example identified different from this was Haywood County, which opted for
their Tourism Authority to identify and use their own accounting software for their
business activities. Their current finance officer described this as less than ideal for review
purposes.
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Options:

- 3.) A fully autonomous Tourism Authority government agency,

sefting its own policies (TDA request)

2.) Tourism development authority operating in alignment with the

County government, with Commissioners setting certain policies

1.} A status quo where the primary agency serving the Authority’s day

to day needs is still the Brevard /Transylvania Chamber

18



Option #3 Requirements / Considerations

To do it all on their own, the Authority Board would need
O Formal personnel policies
B Formal compensation plan

0 Decisions about participation in retirement/pension system, benefit
structures.
» Apply for membership in LGERS (unknown time period required here)

o Two separate sets of IRS, NCDOR and other reports.

Formal personnel policies answer questions like what are the conditions of employment?
(what are workweeks, hours, are there restrictions on political activity or outside
employment, drug use)

A formal compensation/classification plan would require:
This is list of positions, ranked and classified by nature and level of duties
and responsibilities
Each position would have its own written description
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Making It Operational

o County Finance Officer always responsible for the accounting, oversight
and record keeping. Some options for how this works:

A. Contractors (Jackson)

B. Higher general staffing in Finance Office and some in-house administrative
capaclty (Henderson)

Authority has own financial management staff, accountable to County Finance
Officer (Buncombe)

If decision is for the Authority to be autonomous on personnel, it is
reasonable to consider that it should also be autonomous on other
fiscal issues {accounting, disbursements, cash management)

One factor for the consideration of the Board is that up until now, the Tourism Authority
staff have been insulated from having to directly oversee and operate a government agency
through the efforts of County staff and the need to keep the financial transactions on the
County’s ledger. There is some friction in this arrangement if they are granted full
autonomy on personnel matters and the responsibility for recording and justifying
independently authorized expenditures remains a function of the Finance Office.

When the Jackson County Board of Commissioners granted personnel-related autonomy to
their Tourism Authority, County staff specifically requested that other financial matters be
separate from the County to establish a fully autonomous agency, but there were concerns
about whether Jackson County’s TDA at the time could sustain itself due to the recent
closures of some major occupancy tax generating resort/hotels. Transylvania County’s
primary occupancy tax generators are short term rentals, this same concern would not
exist.

If the Board wishes to permit the Tourism Authority to establish itself as an independent
agency on personnel matters, it is the recommendation of the Finance Director that
independence should be established in all other financial respects as well.
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Option #2 Requirements / Considerations

To formally align with the County, the resolution should be updated to
implement the current county policies onto the Authority

& Existing personnel policies would be sufficient to reduce the need for the
Authority to develop its own workweek definitions, grievance policies, etc.

D The County would need to amend its classifications to add relevant
positions
u At least one position needs to be added (Tourism Director), will need to review

the job descriptions and written duties for others

& Administrative issues regarding federal and state taxes and retirement

can flow through the existing County procedures

There are significant resources available to appropriately benchmark and set salaries

and ranges for. The UNC School of Government's salary survey conducted annually for
County government lists tourism positions, so making a recommendation for how tourism
positions would fit into the County's broader compensation and classification system for
public positions would not take very long.

As noted in the e-mail to the Board Chair of the TDA, if the Authority sets its own
personnel policies, it would be reasonable and necessary to run duplicate sets of payroll
reporting for both the Authority and the County with the IRS, NC Department of Revenue
and the State Retirement System. If the County sets these policies for the Authority - then
this is no longer necessary.
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Options #1 — The Status Quo

o0 The Chamber could continue to serve as the contractor for
management of day-to-day support of the Tourism Development
Authority's mission and vision

& Requires resolution of the remaining relationship Issues
» Revenue component — creative solutions regarding contracting are possible, move
posltions around, separate agreements with different organizations.

= Governance: no voting members should serve on both boards (County should
eliminate the Chamber seat on the Authority board or the Chamber should adopt
by-laws that require their board member to resign If appointed to Authority beoard)

Ability of the Authority to own property somewhat unclear — so leasing office space
1s most viable.

With proper contract wording, it would be possible to establish the Chamber as a vendor of
the Authority and leave the revenue issue outstanding, however County staff would need
to keep assessing each year whether or not the Chamber had entered component unit
status with the revenue test.

It would also be reasonable to consider if the Authority might benefit from a contract with
the Chamber for a scaled back level of support day to day, with a separate contract with
another entity to manage specific elements of the Authority’s vision, like marketing, for
example. While the Authority sought to house all of its management functions in house at
the Chamber, it may be more reasonable to split it across multiple organizations. A possible
example for how this could work — the TDA already has a marketing company of record —
increased expenditures at that marketing company may have been a better fit rather than
adding a position in the Chamber’s portfolio.
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Other Considerations

Position/public official bonds

D Would have to get at least one for a director, ability to serve would be
dependent on ability to be bonded

Board membership / size
0 Who sits on board? How many#

Even if fully autonomous, the Board of Commissioners will remain
accountable.

As discussed with the Tourism Board at their June meeting, it may no longer make sense if
the Tourism Authority transitions from a volunteer-focused board to a board overseeing
employees carrying out those duties. It may be difficult to get 9 individuals on the same
page with regard to putting a staffer on administrative leave pending an investigation of
wrong doing, etc.

Additionally, both the Board of Commissioners (when making selections) and the Tourism
Authority (when making recommendations) had been gauging interest based on interest
in tourism, interest in marketing and other activities. As conveyed at their June meeting,
it may be necessary for all parties to reappraise how to evaluate potential TDA board of
director candidates - mere interest may not be sufficient and it may be necessary to
ascertain if the candidate has the skills, knowledge and experience necessary to lead and
govern a public corporation.

23



L

Conclusion

0 Questions?

0 Comments?
Follow up research items?

Staff recommended motion: Move to direct the Tourism Authority to
choose between options 2 and 3

O Alternative motion: Authorize staff to work with the Tourism Authority
to implement option 1
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Summary of attachments and appendices:

NC Session Law 2005-88 Is the framework that establishes the County’s authority to impose an
occupancy tax and obligation to create a Tourism Authority and conduct oversight if it chooses
to do so.

Transylvania County Resolution #33-2019 is the official county legislation that creates the
Authority.

Memorandum 2014-08 is the Local Government Commission regulatory document that cutlines
standard operating procedures from an accounting standpoint for public authorities in general,
and focuses on Tourism Development Authorities.

NC G.S. 159-25, the statute which describes the duties of the Finance Officer, Is Included to
emphasize that the job dutles for a finance officer are set by statute, and that these same
responsibilities for the Transylvania County Finance Officer apply to the Tourlsm Authority
because of 2005-88.

"Special Purpose Local Governments and Public Authorities” is a UNC School of Government
document that explains how public authorities come to be, and what powers and authorities
they do have under the law.

. The Potential Component Unit Questionnaire Is an audit document used to assess whether or

not an entity’s financial status should be presented as a part of the County’s financial position.
Staff use questionnaire to ascertain the relatlonships between various agencles and the County
and TDA annually as a part of the audit.

. The written communications from Board Chair Layton Parker to County Manager Jaime

Laughter and County Finance Director detaillng the Tourism Authority's deliberations and
preferences.



GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2005

SESSION LAW 2005-88
HOUSE BILL 470

AN ACT TO ALLOW TRANSYLVANIA COUNTY TO INCREASE THE
OCCUPANCY TAX RATE IN THAT COUNTY.

The General Assembly of North Carolina enacts:

SECTION 1. Levy of Additional Occupancy Tax. — In addition to the tax
authorized by Chapter 969 of the 1985 Session Laws, as amended by S.L. 1999-205, the
Transylvania County Board of Commissioners may levy a room occupancy tax of up to
three percent (3%) of the gross receipts derived from the rental of accommodations
taxable under that Chapter. The levy, collection, administration, and repeal of the tax
authorized by this act shall be in accordance with the provisions of Section 1 of Chapter
969 of the 1985 Session Laws, as amended by S.L. 1999-205. Transylvania County
may not levy a tax under this act unless it also levies the tax authorized under Chapter
969 of the 1985 Session Laws.

SECTION 2. Use of Proceeds of Additional Tax. — Transylvania County
shall use funds collected under this act only in accordance with Section 1(e) of Chapter
969 of the 1985 Session Laws, as amended by S.L. 1999-205 and this act.

SECTION 3. Section 1(e) of Chapter 969 of the 1985 Session Laws, as
amended by S.L. 1999-205, reads as rewritten:

"(¢) Use of Tax Revenue. Transylvania County shall, on a quarterly basis, remit
the net proceeds of the occupancy tax levied under Chapter 969 of the 1985 Session
Laws, as amended by S.L. 1999-205 and this act, and under Section 1 of this act to the
Transylvania Tourism Development Authority. The Authority shall use at least
two-thirds of the funds remitted to it under this subsection fo promote travel and tourism
in Transylvania County and shall use the remainder for tourism-related expenditures.

The following definitions apply in this subsection:

(1) Net proceeds. — Gross proceeds less the cost to the county of
administering and collecting the tax, as determined by the finance
officer, not to exceed three percent (3%) of the first five hundred
thousand dollars ($500,000) of gross proceeds collected each year and
one percent (1%) of the remaining gross receipts collected each year.

(2) Promote travel and tourism. — To advertise or market an area or
activity, publish and distribute pamphlets and other materials, conduct
market research, or engage in similar promotional activities that attract
tourists or business travelers to the area; the term includes
administrative expenses incurred in engaging in these activities.



(3) Tourism-related expenditures. — Expenditures that, in the judgment of
the governing authority, are designed to increase the use of lodging
facilities, meeting facilities, and convention facilities in a county by
attracting tourists or business travelers to the county. The term
includes tourism-related capital expenditures."

SECTION 4. Tourism Development Authority. — (a8) Appointment and
Membership. — The board of commissioners shall adopt a resolution creating a county
Tourism Development Authority, which shall be a public authority under the Local
Government Budget and Fiscal Control Act. The resolution shall provide for the
membership of the Authority including the members' terms of office and for the filling
of vacancies on the Authority. At least one-third of the members must be individuals
who are affiliated with businesses that collect the occupancy tax in the county and at
least one-half of the members must be individuals who are currently active in the
promotion of travel and tourism in the county. The board of commissioners shali
designate one member of the Authority as chair and shall determine the compensation,
if any, to be paid to members of the Authority. |

The Authority shall meet at the call of the chair and shall adopt rules of
procedure to govemn its meetings. The Finance Officer for Transylvania County shall be
the ex officio finance officer of the Authority.

SECTION 4.(b) Duties. — The Authority shall expend the net proceeds of the
taxes levied under this act and under Chapter 969 of the 1985 Session Laws, as
amended by S.L. 1999-205, for the purposes provided in Section 1(e) of Chapter 969 of
the 1985 Session Laws, as amended. The Authority shall promote travel, tourism, and
conventions in the county, sponsor tourist-related events and activities in the county,
and finance tourist-related capital projects in the county.

SECTION 4.(c) Reports. — The Authority shall report quarterly and at the
close of the fiscal year to the board of commissioners on its receipts and expenditures
for the preceding quarter and for the year in such detail as the board may require.

SECTION 5. This act applies only to Transylvania County.

SECTION 6. This act is effective when it become law.

In the General Assembly read three times and ratified this the 16® day of
June, 20035.

s/ Marc Basnight
President Pro Tempore of the Senate

s/ James B. Black
Speaker of the House of Representatives

Page 2 Session Law 2005-88 S.L. 2005-88
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COUNTY Brevard, NC 28712

NORTH CAROLINA

RESOLUTION # 33 - 2019
RESOLUTION MODIFYING THE MEMBERSHIP OF THE
TRANSYLVANIA COUNTY TOURISM DEVELOPMENT AUTHORITY

WHEREAS, Senate Bill 948 passed by the 1985 North Carolina General Assembly authorized the
Trangylvania County Board of Commissioners to levy a room and occupancy tax pursuant to a resolution
and ordinance passed on August 25, 1986; and

WHEREAS, the Board of Commissioners implemented the Transylvania County Tourism Development
Authority to implement the resolution and ordinance via adoption of Resolution 053-86 Resolution
Creating the Transylvania County Tourism Development Authority on September 22, 1986 ; and

WHEREAS, on February 25, 1991, the Board of Commissioners amended Resolution 053-086 to modify
the membership of the Transylvania County Tourism Development Authority; and

WHEREAS, on October 28, 2019, the Board of Commisgioners modified the membership of the
Transylvania County Tourism Development Authority to include two additional at-large members for a
total makeup of nine members;

NOW, THEREFORE, BE IT RESOLVED by the Board of Commissioners of Transylvania County as
follows:

1. AUTHORITY, Pursuant to Senate Bill 948 of the 1985 North Carolina General Assembly and
Resolution 053-86 Resolution of the Transylvania County Board of Commissioners Creating the
Transylvania County Tourism Development Authority.

2. MEMBERS. That the Transylvania County Tourism Development Authority shall be composed
of the following nine members:

a. A County Commissioner appointed by the Board of Commissioners.

b. A member of the Brevard City Council appointed by the City Council.

¢. Two owners or operators of hotels, motels or other taxable tourist accommodations, to be
appointed by the Board of Commissioners.

d. Two individuals interested in the tourism business who have demonstrated an interest in
tourism development and does not own or operate a hotel, motel or other taxable tourist
accommadation, to be appointed by the Board of Commissioners.

e. One individual who shall be appointed by the Brevard/Transylvania County Chamber of
Commerce.

f. Two members-at-large to be appointed by the Board of Commissioners. (effective
January 1, 2020.)

3. TERMS. The County Commissioner and Councilmember appointed by their respective boards
shall serve at the pleasure of the respective boards. The individual appointed by the Chamber of
Commerce shall be appointed ennually. The remaining members shall be appointed for three-



9.

year terms. Except that for the two members-at-large added to the membership effective January
1, 2020, one of the members shall be appointed for an initial term of one year and one shall be
appointed for three years, and thereafter their terms shall be for three years.

DUTIES. The Transylvania County Tourism Development Authority is a public authority under
the Local Government Budget and Fiscal Control Act and may expend funds distributed to it to
promote travel and tourism in Transylvania County; that further, said Authority is authorized to
contract with other agencies, private and public, in the furtherance of these duties. Each year the
Transylvania County Tourism Development Authority shall make an annual report to the Board
of Commissioners. '

MEETINGS. The Transylvania County Tourism Development Authority shall hold such
meetings as are necessary to conduct its business. All meetings shall be open to the public
regardless of whether any formal action is taken. All meetings shall be conducted in accordance
with North Carolina Open Meetings Law.

EXPENSES. The members of the Transylvania County Tourism Development Authority shall
serve without pay. Members and officials of the Transylvania County Tourism Development
Authority may be reimbursed for expenses only in accordance with Transylvania County’s
adopted Personnel Policy.

ADMINISTRATION. Funds derived from the occupancy tax levy shall be placed in a separate
Tourism Development Fund. Expenditures made from this fund shall be in accordance with the
Local Government Budget and Fiscal Control Act and administered by the Transylvania County
Finance Office. The Tourism Development Authority shall conduct its financial planning and
budget adoption in accordance with the Local Government Budget and Fiscal Control Act and
shall adopt a budget prior to July 1* for the following fiscal year.

FINANCE OFFICER. The Transylvania County Board of Commissioners appoints the Finance
Officer of Trangylvania County as the Finance Officer of the Transylvania County Tourism
Development Authority. The Finance Officer of the Transylvania County Tourism Development
Authority is responsible for the financial oversight, internal controls and ensuring that the
Tourism Development Authority’s financial affairs are conducted in compliance with generally
accepted accounting principles, state law and regulations imposed by the Local Government
Commission.

EFFECTIVE DATE. This Resolution shall become effective upon adoption.

Adopted this the 12* day of November, 2019.

TRANSYLVANIA COUNTY BOARD OF COMMISSIONERS

By:
Chair

ATTEST:

Clerk to the Board



NORTH CAROLINA
DEPARTMENT OF STATE TREASURER

STATE AND LOCAL GOVERNMENT FINANCE DIVISION
AND THE LOCAL GOVERNMENT COMMISSION

JANET COWELL T, VANCE HOLLOMAN
TREASURER DEPUTY TREASURER
Memorandum #2014-08
TO: Local Government Officials and their Independent Auditors
FROM: Sharon Edmundson, Director, Fiscal Management

SUBJECT: Operation of and Accounting for Discretely Presented Component Units, Including
Tourism Development Authorities

DATE: September 30, 2013

There have been many questions raised in recent months about the accounting for, the audit
presentation of, and the administration of component units, particularly those formed by the
primary government such as fourism development authorities (the TDA). The purpose of this
memorandum is to clarify what can be a confusing topic, and put forth in writing the policies of the
State and Local Government Finance Division. The discussion points in this memorandum apply
to all discretely presented component units but we are going te use & TDA as an example. TDAs
are rapidly becoming the most numerous of the discretely presented component units, second only
to ABC Boarde, and are often the type of unit about which we are questioned.

Forming a Tourism Development Authority

The authorization to levy an occupancy tax on the gross receipts from the rental of any room,
lodging or other accommodation furnished by hotels, motels, inns and similar establishments is
generally coupled with the requirement to create a tourism development authority and is
established by the enabling act, a local act or Session Law. There is no general law authority to
levy occupancy taxes or to create a TDA. The text of Seasion Laws is available from the website of

Carolina General embly, Once a Session Law has been passed by the General
Assembly granting permission to levy an occupancy tax and to establish a TDA, the county or
municipality’s board may adopt resolutions to levy an occupancy tax and create a TDA. The county
or municipality (the Primary Government) should provide a copy of the resolutions to the Fiscal
Management Section of State and Local Government Finance Division (the SLGFD) of the
Department of State Treasurer to provide notice of the creation of the TDA. In fact, the SLGFD
should be notified any time a new authority or other governmental entity is formed.

It is important to note that while the Session Laws authorizing tourism development authorities
are generally similar to the structure described in this memorandum, there are occasional but
often important differences in the legislation that authorizes any given TDA. The governing bodies
and finance officer of both the Primary Government and the TDA must be familiar with the
provisions of the particular legislation authorizing the specific TDA and related occupancy tax.

826 NORTH SBALISBURY STREET, RALEIGH, NORTH CAROLINA 27608-1886
Courier #56-20-45 Telephone (919) 807-2350 Fax (918) 807-28562
Physical Addresa: 4505 Fair Meadow Lane, Blue Ridge Plaza, Suite 102, Raleigh, NC 27607
Webgite: www.nctreasurer.com
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Session Lawa authorizing the levy of an occupancy tax and the establishment of a TDA generally,
but not always, include the following provisions:

“When the [county’s or municipality’s] governing body adopts a resolution levying a room
occupancy tax under this act, it shall also adopt a resolution creating the unit’s tourism
development authority, which shall be a public authority under the Local Government Budget
and Fiscal Control Act.”

“The finance officer for the [county or municipality] shall be the ex officio finance officer of the
Authority.”

The impact of the first of these provisions is that the TDA is a public authority and is a separate
legal entity distinct from the Primary Government creating it. The second provision appoints the
finance officer. An “ex officio finance officer” has the exact same duties and responsibilities under
The Local Government Budget and Fiscal Control Act (LGBFCA) as any other finance officer — the
only distinction is the method of appointment. (Wearing Several Hats: Multiple and Ex Officio
Office-Holding, Fleming Bell, canons.sog.unc.edu/?p=2273, April 20, 2010.) Again, however, it
should be noted that there is some variety in the Session Laws creating TDAs and one should
carefully review the specific Session Law and any amendments, the related governing board
resolutions, and any other documents establishing the TDA.

Because of the TDA's status as a separate legal entity, the TDA’s governing board has the
responsibility to adopt a budget that complies with the provisions of Part I - Budgets of the
LGBFCA (G.S. 169-7 through G.S. 159-17.1), to adopt appropriate bylaws and resolutions, to
execute a contract for an audit of the TDA's financial statements, etc. The Primary Government’s
(the county or municipality) board and the TDA’s board must be careful to assure that ordinances
and resolutions are adopted by and contracts approved by the proper governing body.

Similarly, the finance officer has all the responsibilities imposed by G.S. 159-25. Additionally, the
finance officer is subject to fidelity bond requirements of G.S. 159-29. In regard to the fidelity bond
requirement, the finance officer should have a separate individual bond to protect the TDA and
that names the TDA as obligee or beneficiary of the bond. This bond will be in addition to the bond
on the finance officer that names the county or municipality as obligee. (Finance Officer Fidelity

Bonds: When Are Multiple Bonds Required?, Kara Millonzi, canong.gog.unc.edu/?p=6126,
January 12, 2012.)

TDAs are subject to G.S. 169-33 and must complete the semiannual Report on Deposits and
Investments on Form LGC 203. In addition, TDAs must file the annual Notification of Public
Deposits on Form INV 91 with their official depositary and the Department of State Treasurer.
The SLGFD staff is aware that some Primary Governments co-mingle cash and investments of the
TDA with that of the Primary Government, which is not an issue as long as the accounting records
can accurately identify the amount of cash and investments that belong to the TDA. However, the
accounting records must be such that the assets, liabilities, revenues, expenditures and fund
balance of the TDA can be distinguished from the Primary Government at any given time.
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The following chart illustrates the establishment and organization of a TDA as created using the
most common structure found in forming the vast majority of TDAs:

Establishment and Structure
NC General
Assembly
Authorizes Unit to
Levy Occupaney Tax
and Create TDA
l Public Authority
By Board Resolution Subject to G.8. 169
. Lewiez Tax and 5
City or County T Creates TDA e TDA
Appoints Board
TDA Board
* Adopte By-Laws
'ollects Occup:ncy Tux .|* Adopts Budget, ete.
Remits Net $§ Amount to TDA * Contracts for Audit
TDA Finance (fficer
* Preaudits Expenditures
* Needs Separate Bond
e TDA Reports {o City/County
Financial Reporting Reguirements
Component Unit Status
Tourism Development Authorities will almost always qualify under GASB Statement No. 14, as

amended by GASB Statement No. 39 and GASB Statement No. 61, as a component unit that
should be discretely presented.

The analysis of the requirementa to support this coneclusion is as follows:

® The TDA is legally separate from the Primary Government because the enabling act
provides that the Primary Government “...shall also adopt a resolution creating the unit's
Tourism Development Authority, which shall be a public authority....” The TDA is
authorized to promote travel and tourism is its area and to make tourism-related
expenditures defined as “expenditures that, in the judgment of the Tourism Development
Authority, are designed to increase the use of lodging facilities ... or to attract tourists or
business travelers....”

o The Primary Government appoints a majority of the TDA’s board as the enabling act
provides that the Primary Government board’s resolution creating authority shall
“...provide for membership of the Authority, including members’ terms of office, and for the
filling of vacancies....”
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® The Primary Government is able to impose its will on the TDA because it has the ability to
modify the rate affecting revenue as it is authorized to “...levy a room occupancy tax of up
to...” a specified percentage of the gross receipts. Additionally, the enabling act requires the
TDA to report quarterly to the governing body of Primary Government on its receipts and
disbursements “in such detail” as they may require.

- Comparison of the two boards will generally lead to the determination that they are not
substantially the same. This is because the enabling act usually requires that “At least one-
third [or other proportion] of the members must be individuals affiliated with businesses
that collect the tax in the county or municipality, and at least one-half [or other proportion]
of the members must be individuals currently active in the promotion of travel and tourism
in the county or municipality.” However, if the two units have substantially the same
governing body and you have either (1) a financial benefit or burden relationship or (2)
management of the Primary Government has operational responsibility for the component
unit, the TDA would be a component unit but with the financial presentation blended with
the Primary Government, not discretely presented.

® The TDA does not provide services entirely or almost entirely to the Primary Government.
It provides services to the citizens of the Primary Government.

It is important to note that each county or municipality should conduct its own analysis of
its TDA or other component unit and, along with the independent auditor, draw its
conclusions based on the guidance provided by GASB.

Financial Statements

As a separate legal entity from the Primary Government, a TDA is subject to the audit
requirements in the LGBFCA. Separate audited financial statements must be prepared for
discretely presented component units. The separately issued financial statements are a very

simple and straightforward way to communicate the financial position and changes in financial
position to the TDA's board so they can fulfill their stewardship and oversight obligations.

However, component units have the option of presenting those statements as part of the Primary
Government audit rather than publishing a separate financial report. If the TDA makes the
decision t¢ present its financial statements only as a part of the Primary Government’s report, all
relevant and material note disclosures, as well as a schedule showing a modified accrual balance
sheet and budget to actual revenue and expenditures, must be included in the Primary
Government’s report. In other words, all the significant information that would normally be in a
separately issued report must be in the Primary Government’s report if that is the reporting option
the TDA chooses. Discussion of component unit(s) in the primary government’s MD&A is not
required but should be considered based on the individual component unit’s significance and its
relationship to the primary government. In rare instances, it may be appropriate to discuss
component units in the aggregate in the MD&A, See GASB Statement 34, paragraph 10 for a
complete discussion on this issue.

It is recommended that the TDA have separately issued financial statements and a separate audit
contract since it is an entity legally separate from the Primary Government,
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When the TDA issues stand-alone financial statements, they are no different from those of other

governmental units with only one governmental fund and will be presented in accordance with
generally accepted accounting principles. The following points should be considered:

A separate audit contract executed by the Chairman of the TDA’s board must be approved
by the SLGFD staff, The standard procedures for filing the audit report should be followed.
The auditor’s report, an MD&A, the basic financial statements, notes to the financial
statements and any additional statements or schedules are required.

A budget to actual statement for the TDA is presented as part of its basic financial
statements with no budget to actual presentation for the TDA required in the Primary
Government’s report.

Notes to the financial statements disclose for the TDA any stewardship violations, cash and
investments with related policy information, risk management information specifying the
amount of TDA finance officer’s individual bond, and other required information.

A related party transactions disclosure is included since the TDA pays the Primary
Government a fee to collect the occupancy tax and the county or municipality may also
provide office space, staff services, etc., to the TDA.

A TDA will often qualify as a single-program government and as such is permitted to
present its financial statements in the format described in GASB Statement No. 34,
paragraphs 136 and 137,

A does not issue ate financial statement and elects to present its financial

statements as part of the financial statements of the Primary Government rather than publishing
a separate financial report, the following guidelines apply:

Audit Contract — A combined audit contract for the Primary Government and the TDA
must be executed by both the Chairman for the Primary Government and the Chairman of
the TDA and approved by the SLGFD staff, The standard procedures for filing the audit
report should be followed.

Audit Opinion — With the TDA audited by the same auditor as the Primary Government,
the opinion for the Primary Government must reference the TDA. The first paragraph
identifying the entities audited should identify and include the TDA. The opinion
paragraph should include the language related to “budgetary comparison” for both the
Primary Government and the TDA.

Government-Wide Statcments — Assuming discrete presentation, the statement of net
assets and changes in net assets for the TDA must be in a separate column on the
government-wide statements, or if there are multiple discretely presented component units,
there may be one combined column on the government-wide statements, with combining
statements with a column for each component unit presented with the supplemental
statements and schedules. This presentation is required whether or not the TDA issues a
stand-alone report

Fund Statements — When the TDA is included in the Primary Government’s report, and
does not issue its own report, a modified accrual balance sheet and budget to actual
statement for the TDA subject the audit must be included in the supplemental statements

and schedules of the Primary Government.
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* Notes to Financial Statements — The TDA, as a component unit, should be described in the
Reporting Entity note with an explanation of how it is presented in the financial
statements. There also will be Related Party Transactions disclosure since the TDA pays
the Primary Government a fee to collect the occupancy tax and the county or municipality
may also provide office space, staff services, etc. to the TDA. If the TDA is issuing a stand-
alone report, this is generally the extent of the note disclosures in the Primary
Government’s report regarding the TDA. These same types of notes, written from the TDA’s
perspective, would appear in the stand-alone report of the TDA as well.

Since the TDA is not issuing a stand-alone report, the significant note disclosures that
would have appeared in that stand-alone report must be included in the Primary
Government’s report. These include but are not limited to:

o Any stewardship violations of the TDA should be separately disclosed, e.g. budget
over-expenditures, improper bonding, etc.
o Cash and investments for the TDA should be separately stated in the cash and

investments note as well as any policy matters, e.g. custodial credit risk, etc. for the
TDA disclosed.

o A capital assets note for the TDA should be included if it has capital assets material
to the TDA.

o The risk management note should specify that the TDA’s finance officer has an
individual bond, the amount of the bond, describe any other insurance coverage
obtained by the TDA, or if there is no other insurance coverage for the TDA, so
indicate.

o All entities should be aware of any specific reporting requirements for certain types
of component units that are dictated by oversight boards or other agencies. For
example, ABC Boards are discretely presented component units but are required to
issue separate financial reports by the State.

» Financial Oversight — Since the governing board of the TDA is not receiving separate
financial statements, the TDA’s finance officer must make sure they receive the necessary
information to fulfill their oversight responsibilities.

Blended Presentation

In the case, which is expected to be rare, where the board of the Primary Government and the
board of the TDA are substantially the same, a blended presentation in the financial statements
may be appropriate. All cash, investments, capital assets, and liabilities are reported and disclosed
ag if they are part of the Primary Government. There is no requirement to issue separate financial
statements for a blended TDA but the entity may choose to do so.

QOperationgl Considerations

Regardless of the method of presentation of the financial statements, when the TDA is a public
authority and a separate legal entity from the county or municipality certain legal and operational
formalities must be observed.
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The TDA’s governing board, not the governing board of the county or municipality creating it,
must adopt the budget for the TDA in compliance with provisions of the LGBFCA. The TDA’s
governing board should receive regular and timely financial reports presenting the fund balance,
the change in fund balance and a budget to actual comparison for the TDA. When necessary, the
TDA’s governing board should promptly adopt amendments to the budget ordinance. The actions
of the TDA’s governing board should be reflected in its minutes.

The TDA should have a tax identification number and a bank account in its name in an official
depository. Monies held by the county or municipality on behalf of the TDA should be held and
accounted for in an agency fund. The TDA should file the Form LGC 203 and the Form INV 91 in
its own name,

The Session Law authorizing the creation of the TDA generally requires it to report quarterly and
at the close of the fiscal year to the governing board of the county or municipality on its receipts
and expenditures for the preceding quarter and for the year in such detail as the Primary
Government may require,

Provisions Regarding Room Occupancy Taxes

The provisions of the specific Sesgion Law authorizing the room occupancy tax as well as
G.S. 153A-166 (counties) and G.8, 160A-216 (municipalities) govern the levy, collection, use, and
other matters related to room occupancy taxes. The following provides a brief summary of the
provigions of these statutes. One should be familiar with and refer directly to the language of the
relevant statutes when questions arise regarding room occupancy taxes.

Levy

A room occupancy tax may be levied by the county or municipality only by resolution with not less
than 10 days' public notice and after a public hearing. A room occupancy tax becomes effective on
the date specified in the resolution levying the tax which must be the first day of & calendar
month. However, the effective date may not be earlier than the first day of the second month after
the date the resolution is adopted.

Use of the Net Proceeds

The net proceeds of the room occupancy tax levied shall be used for the purposes specified in the
authorizing legislation. It is incumbent on the TDA’s governing board and its finance officer to
fully understand the purposes for which the net proceeds from the occupancy tax may be
expended. Subject to reference to the specific authorizing legislation, TDAs generally have the
authority to promote travel, tourism, and conventions; sponsor tourist-related events and
activities; and finance tourist-related capital projects in the unit. To promote travel and tourism is
to advertise or market an area or activity, publish and distribute pamphlets and other materials,
conduct market research, or engage in similar promotional activities that attract tourists or
business travelers to an area; and includes administrative expenses incurred in engaging in these
activities. Tourism-related expenditures are expenditures that, in the judgment of the Authority,
are designed to increase the use of lodging facilities, meeting facilities, or convention facilities or to
attract tourists or business travelers to the unit and include tourism-related capital expenditures.




Memorandum # 2014-08

Operation of Tourism Development Authorities
September 30, 2013

Page 8

G.8. 153A-1565(f1) and G.8. 160A-215(f1) limit the use of the room occupancy tax proceeds in that
the proceeds of a room occupancy tax shall not be used for development or construction of a hotel
or other transient lodging facility.

ion and inistration
The taxing county or municipality administers the room occupancy tax it levies and shall design
and furnish to all appropriate businesses and persons the necessary forms for filing returns and
Instructions to ensure the full collection of the tax. The return shall state the total gross receipts
derived in the preceding month from rentals upon which the tax is levied. An operator of a
business who collects a room occupancy tax may deduct from the amount remitted to the taxing
county or municipality a discount equal to the discount the State allows the retailer for State sales
and use tax. The governing board of the taxing county or municipality has the same authority to

waive the penalties for a room occupancy tax that the Secretary of Revenue has to waive the
penalties for State sales and use taxes.

A room occupancy tax return filed with the finance officer of the taxing county or municipality is
not a public record and may not be disclosed except in accordance with 163A-148.1 or

G.S. 160A-208.1.

Should you have queations or need assistance, please contact Jones Norris at (919) 807-2886 or via

email at jones.norris@nctreagurer.com.



§ 159-25. Duties of finance officer; dual signatures on checks; intermal control
procedures subject to Commission regulation.
(a) The finance officer shall have the following powers and duties:

(1) Keep the accounts of the local government or public authority in
accordance with generally accepted principles of governmental
accounting and the rules and regulations of the Commission.

) Disburse all funds of the local government or public authority in strict
compliance with this Chapter, the budget ordinance, and each project
ordinance and shall preaudit obligations and disbursements as required by
this Chapter.

3) Prepare and file with the board a statement of the financial condition of
the local government or public authority, as often as may be requested by
the governing board or the manager.

4 Receive and deposit all moneys accruing to the local government or
public authority, or supervise the receipt and deposit of money by other
duly authorized officers or employees.

(5) Maintain all records concerning the bonded debt and other obligations of
the local government or public authority, determine the amount of money
that will be required for debt service or the payment of other obligations
during each fiscal year, and maintain all sinking funds.

6) Supervise the investment of idle funds of the local government or public
authority.

(N Perform such other duties as may be assigned by law, by the manager,
budget officer, or governing board, or by rules and regulations of the

Commission.

(8) Attend any training required by the Local Government Commission under
this section.

® Contract with outside entities, including certified public accountants in

good standing with the North Carolina State Board of Certified Public
Accountant Examiners, bookkeeping firms, councils of government, and
other units of government, to ensure fulfillment of the duties enumerated
in this subsection, excluding subdivision (6), except where specifically
allowed by law, and subdivision (8). Regardless of the entity performing
such duties, the authority, powers, and duties of the finance officer shall
not be superseded, and the responsibility for accurate and timely
fulfillment of duties lies solely with the finance officer.
All references in other portions of the General Statutes, local acts, or city charters to county,
city, special district, or public authority accountants, treasurers, or other officials performing
any of the duties conferred by this section on the finance officer shall be deemed to refer to
the finance officer.

(b) Except as otherwise provided by law, all checks or drafts on an official
depository shall be signed by the finance officer or a properly designated deputy finance
officer and countersigned by another official of the local government or public authority
designated for this purpose by the governing board. If the board makes no other designation,
the chairman of the board or chief executive officer of the local government or public
authority shall countersign these checks and drafts. The governing board of a unit or
authority may waive the requirements of this subsection if the board determines that the
internal control procedures of the unit or authority will be satisfactory in the absence of dual
signatures.

(c) The Local Government Commission has authority to issue rules and regulations
having the force of law governing procedures for the receipt, deposit, investment, transfer,
and disbursement of money and other assets by units of local government and public



authorities, may inquire into and investigate the internal control procedures of a local
government or public authority, may require any modifications in internal control procedures
which, in the opinion of the Commission, are necessary or desirable to prevent
embezzlements or mishandling of public moneys, and may adopt rules establishing
minimum qualifications for finance officers.

(d) The Local Government Commission has the authority to require any finance
officer or any other employee who performs the duties of a finance officer to participate in
training related to the powers, duties, and responsibilities of the finance officer under any of
the following circumstances: (i) the Commission is exercising its authority under Article 10
of this Chapter with respect to the employing local government or public authority, (ii) the
employing local govemment or public authority has received a unit letter from the
Commission due to a deficiency in complying with this Chapter, (iii) the employing local
government or public authority has an internal control material weakness or significant
deficiency in the most recently completed financial audit, or (iv) the finance officer fails to
annually meet or aftest to the minimum qualifications of the position, as established by the
Local Government Commission. The Commission may collaborate with the School of
Government at the University of North Carolina, the North Carolina Community College
System, and other educational institutions in the State to develop and deliver the training
requited by this subsection. When the Commission requires a finance officer or other
employee to participate in training as authorized in this subsection, the Commission shall
notify the finance officer or other employee and the employing local government or public
authority of the required training. Upon completion of the required training by the finance
officer or other employee, the employing local government or public authority shall submit,
in writing, to the Commission proof that the training requirements have been satisfied.

(e) The Local Government Commission may require any local government or public
authority to contract with outside entities in accordance with the terms of subdivision (9) of
subsection (a) of this section if the local government or public authority has received a unit
letter from the Commission due to a deficiency in complying with this Chapter or the local
government or public authority has an internal control finding in the most recently completed
financial audit. (1971, c. 780, s. 1; 1973, c. 474, ss. 18-20; 1975, ¢. 514, s. 10; 1987, c. 796,
5. 3(5); 2016-84, 5. 1; 2017-105, s. 1; 2019-19, 5. 6.2.)
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This eniry was posted on February 10, 2018 and Is filed under Finance & Tax, Financlal Management & Oversight, Public Authority
Finance

North Carclina is & non-home rule state, which means that lts local government entltles are created by, and derlve all thair
authority from, the General Assembly. The General Assembly has created a relatively flat local government structure.
Almost all governmental responsibilities have been vested in two general-purpose governments—counties and
municipalities {cities, towns, villages). This makes North Carolina relatively unique; many other states have a fiered local
government structure with varlous boards, districts, commissions, townships, hamlets, and other local entities layered on
top of one another,

The legislature has authorizad some speclal-purpose local governments, though. A speclal-purpose local govarnment
typlcally sarves only imited functions—such as providing water or sewer services, fourlsm development, public education,
public transportation, or evan mosqulto control. The territorial boundaries of a special-purpose local government often cut
across more than one general-purpose local government. This allows for certaln services to be provided within a portion of
governmental unit or acroes multiple govemmental units.

A speclal-purpose local government is commonly referred to as a public authority. | am frequently asked about the general
powers and authorities of a public authority. There are actually none. A public authority is not a legal entity. And the term
“public authority” is not synonymous with “speclal-purpose government.” Instead, "publlc authorlty” derives from the Local
Government Budget and Fiscal Control Act (LGBFCA), specifically G.S. 159-7. That provision makes certaln types of
special-purpose local governments—labeled either “units of local government” or “public authorities—subject to the fiscal
control act based on their particular structures. Belng classified a public authorlty only means that a particular enfity ls
subject to the LGBFCA's provisions. It says nothing about the powers or authoritles of the particular speclal-purposs local
government.

This post reviews the various ways that special-purpose local governments are established. It then detalls how to
determine whether or not a speclal-purposa government is a unit of local government or public authority, and thus subject
to the LGBFCA.

Special purpose local governments

The general assembly has broad authority to create speclal-purpose local entltles to provide a variety of functions. To a
large extent the legislature has used this authority to encourage reglonal provision of particular services. And, for the most
part, the speclal-purpose governments supplement, rather than supplant, the authority of the general-purpose
governments te engage in a partlcular undertaking.

There are three main ways in which the legislature creates or authorizes a special-purpose govemment. The first is
through enacting a gensral law. At last count, I've identifled mere than twenty-five speclal-purpose local govemments that

are authorlzed by general law. In most cases, the general law merely authorizes the creation of the special-purpose
government and defines its powers and functions. It then requires action by the board(s) of one or mere general-purpose

governments and/or a voter referendum to estabilsh the entity.

The second method is to creata a speclal-purpose entity by local act. This method allows the legislature to tallor the
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powaers and authority of the local govemment agency to the particular needs of a community. It also allows it to experiment
with regionalization efforts for different functions, such as parks and recreation. Occasionally the local act method Is used
by the General Asssmbly to remave powers and authorities from one or more general-purpose governments. Thers are
some constitutional Imitations on what the legislature may do by local act, though. For example, it may not grant
borrowing authority or praperty tax exemptions or excluslons. It aisc may not enact a local act relating to health, sanitation,
and the abatement of nulsances, or regulating labor, frade, mining, or manufacturing.

The third method used te create a speclal-purpose government Is also somewhat unique to Nerth Carclina. In our stats,
counties and municlpalities have a significant amount of overlapping authority. For example, both types of governments
may undertake most public snterprise activities, land use planning and regulation, parks and recreation, and community
and economic development, Furthermore, local governments have very broad authority to partner with one another te
engage In most activities. The General Assembly has authorized the general-purpose governments and several special-
purpose govarnments fo enter Into Interiocal agresments to jointly undertake any funcilon or activity that all of the parties
to the agreement have statutory authority to perform. See G.S. 160A, Art. 20. The local units may use this autharity to
establish a Joint agency (a type of speclal-purpose government) and, with some exceptions, “confer on the Joint agency
any power, duty, right, or function needed for the execution of the undertaking . . . .” G.8. 160A-462.

Local Government Budget and Fiscal Control Act

But which of these methods creates a public avthority? The answer is potentlally all three, As steted above, the phrase
“public authority” Is merely a designation given to a type of speclal-purpose local entity that Is subject to the LGBFCA.

The LGBFCA act comprises G.S. 159, Art. 3. It prescribes “a uniform system of budget adoption and administration and
fiscal control,” detailing the proper pracedures for budgeting, managing, disbursing, and accounting for public funds. G.S.
159-7(c). There are two types of entliles that are subject to the fiscal control act—uniis of local government and public
authoritiee—as those terms are defined In G.8. 159-7.

Unit of Local Government

A unit of local government |s deflned as “"a municipal corporation that is not subject to the State Budget Act and that has
the power to levy taxes . . . and all boards, agencles, commisslons, autherities, and institutions therecf that are not
municipal corporations.” G.8. 159-7(b)(15). There are three Important components to this definition. First, the entity must
be a municipal corporation. A municipal corporation is a public agency with corporate status, If the enabling lagisiation for
a local entity specifically states that it is a municlpal corporation or otherwise indlcates that the entity is a “body corporate
and politic™ or a “public corporation,” then the entity is a municlpal corporation. Second, the entity may not be part of the
state's budgeting system. G.S. Chapter 143C, known as the State Budget Act, governs the budgeting and axpenditure of
state money by state agencies. Although local entlties are subject to several provislons of the State Budget Act with
respect to the recalpt of state funds, they are not required to comply with the actual budgeting requirements. Third, the

local entity must have the power to levy taxes.

The two types of general-purpose local governments (counties and municipaliies) clearly satisfy the definition of unit of
local governmant. There are saveral speclal-purpose local governments that do as well, including:

¢ Consolldated City—County Governments, G.S, Chapter 160B

» Sanitary Districts, G.S. Chapter 130A, Article 2, Part 2

» County Water and Sewer Districts, G_S. Chapter 162A, Article 6

s Metropolitan Sewerage Districts, G.8, Chapter 1624, Articla 5

s Metropalitan Water Dlistricts, G.S. Chapter 162A, Ariicle 4

» Mosquito Control Districts, G.S. Chapter 130A, Article 12, Pert 2

» Special Alrport Districts, G.S. Chapter 63, Article B

= Reglonal Publlc Transportation Authorities, G.S. Chapter 160A, Article 26
o Hospital Districts, G.S. Chapter 131E, Art. 2, Part 3

For purposes of the LGBFCA, a unit of local govemment alse includes all boards, agencles, commissions, authorities, and
instituticns that are established or created by the unit's governing board or that are not themselves municipal corporations.

Copyright © 2000 to pressnt School of Govemment at the University of Nerth Carolina. All righte reserved.
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Governing boards often appoint citizen advisory boards for the administration of libraries and parks and recreation.
Countles and municipalities also are served by functional boards and commisslons In the areas of health, soclal services,
elections, and planning. If these entlties are not municipal corporations (and many are not) then thelr fiscal affalrs are the
responslblitty of the county, munlcipality, or other unit of government with which they are assoclated.

Occaslonally, the LGBFCA refers to a “special district.” A special district is & unit of local government that is created for the
“performance of limited governmental functions or for the operation of a particular utility or public service enterprises.”
G.8. 189-7{b}{13). Any local entity that meets the definition of a unit of local government set forth above that Is not a
county, municipality, or consolidated city—county government is a speclal district for purposes of the LGBFCA.

Public Authorlty

A local entity also is subject to the LGBFCA if it is a public authority. G.8. 158-7(b){10) defines two different types of public
authorities. The first type of public authority has three distinguishing characteristics, two of which are analogous to a unit of
local governmant. First, the local entity is @ municipal carporation, and second, It Is not part of the state’s budgeting
system. The third characteristic, howevar, Is the differentiating factor—the entity does not have the power to levy taxes.

Under this definition, the following local entities are public authorities (note that this is not a comprehensive list):

Housing Authorities, G.S. Chapter 157, Article 1

Redevelopment Commissions, G.S. Chapter 160A, Article 22

Water and Sewer Authorities, G.S. Chapter 162A, Article 1

Parking Authorities, G.S. Chaptsr 180A, Article 24

¢ Public Transportation Authorities, G.S. Chapter 160A, Article 25

» Tourism Development Authoritles, Local Act16

» Reaglonal Transportation Authorities, G.S. Chapter 160A, Article 27

+ Regional Natural Gas Districts, G.S. Chapter 160A, Article 28

® Single- and Multicounty Public Health Authorities, G.S. Chapter 130A, Article 2, Part 1B
o Metropolitan Water and Sewerage Districts, G.S. Chapter 162A, Art, 5A
* Hospltal Authorities, G.S. Chapter 131E, Art. 2, Part 2

The sacond type of public authority has five distingulshing characteristics. First, It Is not a municipal corparation. Second, It
is not part of the state’s budgeting system. Third, It has no power to levy taxes. Fourth, it operates on an area, regional, or
multi-unit basls. Fifth, It is not part of the budgeting and eccounting system of a unit of local government. The last two
characteristics are particularly Important. As manticned above, there are many local entitfes that are not municlpal
corporations, are not part of the state budgeting system, and lack the power to levy taxes. In fact, most of the boards,
agencles, commissions, authorities, and institutions of a unlt of local govemment satisfy these criteria. Very few are not
part of the budgeting and accounting system of a unit of local government, though.

Local entities that satisfy this second definition of public authority include the following (note that this is not a
comprehensive |Ist);

» Counclls of Government, G.S. Chapter 160A, Article 20, Part 2

» Regional Planning Commissions, G.S. Chapter 153A, Article 19

» Regional Economic Development Commissions, G.S. Chapter 188, Article 2

¢ Regicnal Planning and Economic Development Commisslons, G.S. Chapter 153A, Article 19

» Single- and Multicounty Area Mental Health, Development Disabllities, and Substance Abuse Authorltles, G.S.
Chapter 122C, Aricle 4, Part 2

» District Health Boards, G.S. Chapter 130A, Article 2, Part 1

¢ Jolnt Municipal Power Agencies, G.S. Chapter 1588

¢ Regional Librarles, G.S. Chapter 153A, Article 14; G.S. Chapter 180A, Article 20

Local government entitles that are not units of local government or public authorities

Copysight © 2009 to present School of Gavernment at the Unhverulty of North Carolinm, AR rights reserved.
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Most special-purpose local govemments are subject to the LGBFCA. There are a few significant local government entities
that are not—ocal school boards and ABC boards. Both these local govemment entities are subject to separate fscal
control provislons. Furthermore, occaslonally the leglslature will exempt a local govemment entity from the LGBFCA, or
limit the Act's applicabllity, even though the entity otherwise satisfles the definition of a unit of local government or a public
authority. For example, public hospltals, G.8. 159-39, Joint munlcipal power agencles, G.8. 159-41, and public housing
authorities, G.8. 159-42, are only subject to certaln provisions of the LGBFCA.

This biog pest [s publishad and posted antine by the School of Governmant fo address lssuss of interest to govammant offolals. This blag past ke for sducational and Informationa]
uee and may ba used for those purposas without permisslon by providing acknowledgment of Its sourcs, Use of this blog poat for sommercial purposes Is prohiblied.

To browse a complete catalog af School of Govemmant publicaiions, please vist the School's websits at www.sog.unc.ecu or contact the Bookatore, School of
Govamment, CB# 2330 Knapp-8ander Bullding, UNC Chapel Hil, Chapel Hill, NC 27508-3320; s-mall aales@@eag.unc.edu; telephone B16.888.4118; or fax Page
919.682,2707,
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M Gma“ Clark Lovelace <clark@brevardncchamber.org>

Re: CLARIFCATION FOR REQUEST FROM TDA

Clark Lovelace <clark@brevardncchamber.org> Mon, Aug 23, 2021 at 4:14 PM
To: Layton Parker <layton@explorebrevard.com> :

B

Clark E. Lovelace

Executive Director

Brevard/Transylvanla Chamber of Commerce
Transylvanla County Tourism Development Authority

175 East Maln S$t., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com

BREVARD
_ B

On Mon, Aug 23, 2021 at 4:12 PM Layton Parker <layton@explorebrevard.com> wrote:
David had an hour meeting with her and she said she would clarify that it was not a request or preferred option but | still
felt it best to send the email.

On August 23, 2021 3:55 PM Clark Lovslace <clark@brevardncchamber.org> wrote:

Thanks. Let me know if any responses.

Clark E, Lovelace

Executive Director

Brevard/Transylvania Chamber of Commerce

Transylvanla County Tourlsm Development Authority

175 East Main St., Brevard NC, 28712

Chamber: 828-883-3700, brevardncchamber.org

TCTDA: 828-884-8900 / 800-648-4523, explorebrevard.com

On Mon, Aug 23, 2021 at 3:50 PM Layton Parker < layton@explorebrevard.com> wrote:

—-—--—— Original Message ——-—-—--

From: "Layton Parker (TCT)" < layton@explorebrevard.com>

To: Jaime Laughter < jaime.laughter@transylvaniacounty.org>, Jonathan
Griffin < Jonathan.Griffin@transylvaniacounty.org>

Cc: Jason Chappell < jason.chappell@transylvaniacounty.arg>, David Guice
< David.Guice@transylvaniacounty.org>

Date: August 23, 2021 3:33 PM



Subject: CLARIFCATION FOR REQUEST FROM TDA

| am reviewing the packet for this evening's County Commissioner meeting
and need to correct the "request” referenced starting with the following:

The request from the Transylvanla County Tourlesm Board of Directors
Chairman

Layton Parker is that the Tourism Authority be empowered to directly
employee

staff, and to do so Independent of any authorlty exerclsed by the
County, e.g.: to

develop thelr own personnel policies, compensation plan and benefits
structure.

I, nor the TDA board of directors, have made this request. The email below,
the conversations with related parties and all board discussions have been to
gather Information for the options of staffing of the TDA and consider what is
best relative to the 3 options being discussed. The "request” referenced in
tha Commissioner packet describes a version of one of the options being
discussed but has not been prioritized nor identified as the official structure
desirad by the TDA or Chalrman. The actual request from the TDA was to
the County manager, finance officer and or commissioners to help provide
more clarification of how the 3 options would work and specifically more
details on adopting a County personnel plan and the administration's
response to this request of information was to schedule it for an agenda item
for the Commissioners.

Please amend the agenda item to accuratsly describe the request for
information versus an actual request to pursue belng fully independent.

in summary and to be clear, THE TDA BOARD NOR CHAIRMAN HAS NOT
OFFICIALLY REQUESTED TO pursue belng empowered to directly
employee staff, and to do so independent of any authority exerclsed by
the County.

A more accurate description of the request would be:

The request from the Transylvania County Tourism Board of Directors
Chairman

Layton Parker is that the Tourism Authority be provided with more
information from the County to conslder the most effective structure to
provide tourism staff utilizing one of the following three optlons:

1) Contractual arrangement with a third party agency (currently the
Chamber of Commerce) to provide staffing for tourlem functions

2} Integrate with the County and adopt a personnel plan to provide
staffing for tourlsm functions of the TDA board with payroll and HR
support provided by the County

3} A fully autonomous TDA operating as an independent government
agency to directly employee staff and to

develop their own personnel policies, compensation plan and benefits
structure.

| appreciate everyone's help in continuing to develop the most effective
staffing structure for the TDA and also value to input of the County
Commissioners. Jamie and | had a quick conversation on Thursday for me to
update her on 2 things:

1) The Chamber requested that we give them until next month to continue
conversations while they had internal discussions regarding the contract and
partnership with the TDA so | had referenced that timing request to her to
respect that delay in continuing discussions.

2) During our last board meseting Jonathan had presented the 3 options for
the board to consider and following the presentation the board did not take
action yet because they intended to continue researching. A general survey
was taken and asked if any board member falt strongly about the option of
continuing a structure with the Chamber continuing to provide staff and no
member of the board expressed an interest in that but did not officially



remove it from consideration. Based on the conversations and
Informatlon reviewed at that time, thelr general consideration (No action
or request made at this time) seemed to be In favor of adopting a
verslon of Option 2 once they understood more about the HR process in
developing Job descriptions and salary parameters similar to the
existing Chamber provided plan unless thera were unexpected
restrictions or surprises In pursuing that option following references
being made to other County TDAs recently restructuring from a fully
integrated County model to hybrid versions due to hurdles related to
creating new staff positions, providing competitive salary levels and
defining job descriptions.

Jamie listened to those updates and commented on the request of having this
topic as an agenda for this meeting with one of the primary objectives of the
Commissioners relaying back to the TDA that they would likely not be
supportive of an "Option 3" for fully independent TDA staffing. | thanked her
for that update and told her | felt sure we could come together for a version of
"Option 2" once we knew mora about the process and asked her if she could
also provide me with a description of how the process would work for the HR
department to provide the TDA more details on how the implementation and
conversion to a County personnel plan would work in regard to development
of the Job descriptions and salary parameters for the TDA board to consider
as part of selecting Option 2 and she agreed to do that. | have no problem
with receiving recommendations or preference to the options presented by
the County Commissioners and plan to relay any of these provided to the full
TDA Board, but | do not want the discussion to be centered around this being
a raquest for Option 3 by me or the TDA board.

My email below from July 22 provided a similar update of the board pursuing
an integrated County model and requesting more information about how that
would work. In response to my email, Jamie suggested taking it to the board
of Commissioners.

Thank you for the time and | apologizs for the late response but | was just
now provided with the information packet,

Sincerely,
Layton Parker

On July 22, 2021 2:11 PM Jaime Laughter < jaime.laughter@
transylvaniacounty.org> wrote:

Good afternoon, Layton!

| think at this point Jonathan should take the options to
commissioners and get feedback. Option 2 and 3 wlll need
their buy in. | am sure that the commissioners had buy in to the
agreement with the chamber when that was initially set up
many years agce when they created the TDA board as it is now
so this seems like an appropriate step to take at this juncture. |
am asking Jonathan to prepare a presentation for (hopefully)
August 23 so that we can get feedback from the board on what
they are willing to support amongst the options before we go
into solidifying job descriptions and deeper analysis. The
agenda will not be solidified until the week prior to the meeting
so there is a possibility it may need to be pushed out, but we
are fortunate that we have almost a year with the TDA and
chamber staying as is to establish a final structure.



As far as salaries, both option 2 and 3 would make the
employees public employees which is a big difference from
being nonproflt employees under the chamber. In the public
setting the salary has to be justified by the job duties and
responsibilities under the job description and we have a
process through HR to get at that.

We can regroup after that meeting!

Jaime

From: Layton Parker (TCT) <layton@explorebrevard.com>
Sent: Thursday, July 22, 2021 12:42 PM

To: Jonathan Griffin <Jonathan.Griffin@
transylvaniacounty.org>; Jaime Laughter <jaime.laughter@
transylvaniacounty.org>

Subject: RE: Question regarding Personnel Procedures under
County plan

Thanks again for the detailed presentation at the board meeting
today. [ think it provided more information to the board
members as we continue to explora options of staffing.

Based on that information and other conversations we have
had, | do have two specific follow up questions to your email.
Like most things in life, everyone's position and opinion on
decisions is mostly influenced by how it impacts that person
specifically. | have attempted to narrow the options down to the
following three:

1) Chamber contract amended to define specific elements of
the services provided (without crossing over the axplicit
employee control issue} and allow the Chamber staffing
structure to provide direction and management of the TDA
"independently” along with the organization alsc leading and
managing the Chamber.

2) Hire TDA director and suppbrting staff and utilize the
County's personnel plan and support from County regarding HR
and payroll function.

3) Hire TDA director and supporting staff for the TDA using 3rd
party support for HR and payroll functions along with expert



legal support for the new employer development and ongoing
responsibilities of being an employer

Once again, these are simplified descriptions of the options
avallable. There are certainly pros and cons of each and some
would ba easier to implement and manage but may or may not
be the most effective in achieving objectives of focused
leadership.

| am parsonally beginning the think Option 2 would be the best
due to risk exposure, involvement of board and staff both in
time invested in structuring and ongoing management
compared te Option 3.

Jonathan had menticned the a preference due to the simplicity
of Option 1, but was not opposed to the other optlons and
seemed to agree that the majority of TDAs utilize a similar
structure as Option 2.

Our beard sesms to be in favor of Option 2 or 3 generally but
still need time to understand how each works and the
differences.

Interestingly, | believe Clark (this is my personai observation
and not a response from a direct ask) would like some of the
benefits of Option 2, but could be worried about inefficiencies
compared to Option 3. Other TDA directors in similar
structures have described challenges such as Job description
changes, delays in a new hire process, limitations on salary
offerings, etc. when working in the constraints of the County
personnel plan. But in contrast, the tasks required of the
director associated with payroll management would be reduced
if the County pian is used.

My two specific questions:

If we were ready to implement Option 2 using the County plan
and wanted to begin considering salaries in benefits for the
positions, would we be able to begin working with someone in
HR now or have to wait until the structure is finalized? Clark is
currently being pald a salary of $77,000 by the Chamber, The
other two support staff also have salaries to consider. Based
on the information you provided, it seems like their positions
and compensation would fall into similar grade ranges as other
County posltions. As we get closer to a decision of which
pathway to follow, | think it will be important to consider how
their salary ranges compare to the parameters we wouid have
for offering them a new position using the perscnnel plan.

And if such surveys and comparisons were completed, who
would actually approve the range or where the position would



be classifled within County parameters?

Thanks again for your continued assistance,

Layton
828-329-2981

On July 15, 2021 5:07 PM Jonathan Griffin
<jonathan.griffin@transylvaniacounty.org> wrote:

Hey Layton,

Let me answer your questions In reverse order,
because it seems like it might be a litle aasier to
go through the questions - just for the sake of
making it perfectly clear — amending the County
resolution that establishes the TDA Is a
necessary step to operationalize this any of these
options.

| agree that the session law establishing the TDA
intended for it to carry out functions Independent
of the County government, but | don't think it's a
blank check from what | have seen of other
resolutions "establishing” or “modifying" tourism
authorities. Spelling it all out in the resolution
protects all parties which is why | assuma I've
seen ten page resolutions for TDA who have sfaff
(independent of or through the County) as
opposed to the County’s current 2 pager.

On the EIN question, | specifically have askad
around about the EIN issus, trying to discem if
there was a standard practice or if there was a
specific rule (I reached out fo the Department of
State Treasurer but haven't yet gotten specific
feedback.)

3.)

Speaking just for County Finance, using a
separate EIN from the County would require
maintaining registrations/filing these items
separately.

1. IRS (for the 941's)

2. NC DOR f{for the 5Q)

3. NC Commerce (unemployment)

4. LGERS (the retirement system: pansicn,
401k, 457b)



a. Candidly, | honestly have no Idea
what it would look like to try to get
access to the state's retirement
system for an entity that only
employs three people {per your
aexample).

On the Tourism Authority Board’s side, it
would require figuring out @ personnel system,
and this is generally what | mean by that (not an
exhaustive list, | am not the HR. expert!)

1. A list of positions, as defined by their
nature, level of duties/responsibilities

2. A system that classifies those positions
and provides for ranges of compensation

3. Written conditions of employment (defining
workweeks, hours, restrictions on political
activity, outside employment, drug use,
etc)

4. Procedures for how individuals move
through the system {promations,
demotions, transfers, reclassifications)

5. Procedures for recruitment, assessing
qualifications, etc. (EEO!)

6. Procedures for separation, disciplinary
action

7. Procedures for grievances and appeal

In this email | have attached an example of what
the compensation plan looks like for the County —
avery position is slotted into a grade based on
complexity of duties and responsibilities, and then
those grades establish minimums and maximums
on pay (and expected work hours per week).As
far as | am aware generally every public entity in
North Carolina has something In this basic
format. We currently use a combination of factors,
such as education levels, relevant experience
from similar roles, etc to calculate where an
individual falls on these spreads after being hired.

I've also attached what the County's current
benefit structure looks like as a reference point. |
imagine for small authorities with limited staffing,
this is why the Authority/County partnership is
very involved — it settles all the different
legalogistical issues in one go. That's a lot of
time and effort for, as you point out, three pecple,
or a small TDA board (though yours is larger than
most now, | think) to navigate.

2.) This is what the County’s current personnel
policy says regarding selection of employees at a
departmental level:



“SECTION 8 — SELECTION Department heads
shall make such investigations and conduct such
examinations as deemed appropriate to assess
fairly the aptitude, education and experience,
knowledge and skills, character, physical fitness
and other qualifications required for positions in
the service of the county. All selection devices
administered by the county or by persons or
agencies for the county shall be valid measures
of job performance.”

1.) | would imagine that if we went this route, the
County’s Human Resources department could
help you navigate that. Typically, when creating
new positions or reclassifying positions, the
Human Rasources department has helped
conduct that research for everyone — DSS,
Sheriff, Register of Dasds, Board of Elections.
There are also public resources avallable for this
publicly, ex; the UNC School of Govemment
conducts an annual survey of the salaries,
ranges, etc cn key/common positions for all 100
counties and it's been a little while since I've
raviewed it but | think at one point there wars
between 20 and 30 counties reporting tourism
directors.

Jonathan Griffin
Finance Director
Transylvania County
p: 828-884-1931

m: 828-556-1564

From: Layton Parker (TCT)
<layton@explorebrevard.com>

Sent: Thursday, July 15, 2021 10:32 AM
To: Jonathan Griffin <Jonathan.Griffin@
transylvaniacounty.org>; Jaime Laughter
<jaime.laughter@fransylvaniacounty,org>
Subject: Question regarding Personnel
Procedures under County plan

Good moming Jonathan,

| wanted to thank you again for the research of
other TDAs and also assistance with clarifying
County and State governmental requirements as
we consider the best pathway for the TDA to
achieve the goals justifying our change in
structure.



in my opinion after researching all options, it still
seams that a version where TDA hires a director
is the most effective option versus trying to
redefine the Chamber relationship to circumvent
the 50% rule and control issues and balancing 2
directors serving two different organizations. |
understand the new burden on your departmant
and specifically you as the finance officer but | am
hopeful an agreement for compensation for those
additional responsibilities can be reached if the
final decision is made to pursue that option, |am
willing to still present any option that works the
best to the board, but as we continue to consider
them | wanted to get some specific guidelines if
we implement the direct staffing by TDA. | do
have three questions as we continue to narrow
the options down. During the meeting, you and
Jaime brlefly described parameters and -
procedures for how employment works when you
are within the scope of the County government
personnel plan. You described another agency
having discretion of wages within certain
parameters.

1) If we did decide to hire a director using the
County's EIN and utilize the full county personnel
plan, what process would we follow to benchmark
and determine salary and benefit parameters for
the director?

2) Would the TDA employed director under the
County personnel plan then be responsible for
hiring the 2 support staff members under similar
parameters for their poslitions?

3) How would either of these differ if the TDA
instead used its own EIN and hired the
employees with its own salary and benefit plan
guided by an employment attorey and then
compensated the County for implementation and
management of that plan?

Thanks again for the sharing of information. |
think your presentation will be helpful and had not
intended to withhold that from the TDA board. It
seems as if we had to come from a limited
understanding of options at a 35,000 foot view
and begin focusing it in closer to guide the board
in making a final decision and your details will be
helpful as we do so. It will also be helpful to
accurately describe the new level of involvement
and risk by the TDA baard members by becoming
an amployer and how some of the final
implemented decisions such as which EIN,
independent versus County employment
structure, etc. may change related to those
decisions.

| did not copy Clark on this email since it may be
sensitive regarding salary decisions. As Clark



attempted to describe in his final comments at our
meeting, there have been several assumptions by
all organizations involved, but nobody has
actually discussed Clark's specific employment
options following the changes such as being
offered a job by TDA and what that looks like for
salary and benefits and supervision. He has
been involved in most of the discussions and has
a general idea, but it may be more appropriate to
have some of the more spacific conversations
regarding his employment without him. If you feel
that is not best, | value your opinion and guidance
In such matters.

| sincerely thank you for the time you have to
invest in this exploraticn,

Layton



