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AGENDA

DECC Authority Board of Directors
Regular Meeting

Thursday, June 25, 2026

Senator Sam Solon Board Room

MISSION

We host events, create experiences, and drive our regional economy.

VALUES
Hospitality | Entertainment | Community | Visionary | Stewardship

MEETING AGENDA

. Call to Order

Il.  Public Open Comment Period

a. Members of the public sign in and each receive 3 minutes to speak.

Ill.  Approval of Consent Agenda
a. Agenda
b. Regular Board Meeting Minutes — April 30, 2026
c.  March & April Finance Statements

IV. Executive Director Report
a. Update on Strategic Goals

V. Committee Reports
a. Strategy
i. Update
b. Finance
i. March & April Financial Report
c. Governance
i. Update

VI. Old Business
a. Non-Voting Regional Board Members

VIl. New Business



VIIl. Other Business
a. 2025 Audit Report

IX. Adjournment

UPCOMING MEETINGS

The next regular business meeting is Thursday, July 30, 2026, in the Senator Sam Solon Board Room location.




> Th day, April 30, 2026
Duluth Entertainment ”riz?gop&”to 1:30PM

Convention Center Harbor Side Convention Center — Horizon Room

DECC AUTHORITY BOARD OF DIRECTORS

MEETING MINUTES
April 30, 2026, Regular Meeting

MISSION

We host events, create experiences, and drive our regional economy.

VALUES

Hospitality | Entertainment | Community | Visionary | Stewardship

CALL TO ORDER

A Regular Board Meeting was held on Thursday, April 30, 2026, in the Harbor Side Convention Center -
Horizon Room location. Chair T. Sertich called the meeting to order at 12:01PM. A quorum of directors was
present.

BOARD MEMBERS PRESENT
Tony Sertich, Chair
Jason Vincent, Vice Chair
Maya Mattke, Treasurer
Carli Amatuzio, Secretary
Laura Mullen

Peter Singler

Kristi Schmidt

Stephanie LaFleur

Zack Filipovich

Shane Peterson

Pat Mullen (via phone)

BOARD MEMBERS ABSENT
None

DECC STAFF PRESENT
Dan Hartman

Amanda Denton

Alex Wink

OTHERS PRESENT
Media



PUBLIC OPEN COMMENT PERIOD

Chair T. Sertich asked for a review of the public open comment period sign-up sheet. No members of the
public signed up for comment.

APPROVAL OF CONSENT AGENDA

Board reviewed the consent agenda, which included:
e Meeting agenda,
e Meeting minutes from the February 26, 2026, Regular Board Meeting
e Finance Reports from January and February of 2026

MOTION to approve the consent agenda requested by Chair T. Sertich; motion made by K. Schmidt and
seconded by L. Mullen. The motion carried unanimously.

Vice Chair J. Vincent entered at 12:06PM.

EXECUTIVE DIRECTOR REPORT

Facilities Conditions Assessment & Destination Planning

e The Facilities Conditions Assessment (FCA) has received approval from both the City of Duluth and
St. Louis County, including matching funding commitments. Final administrative steps are underway,
and the related RFP is expected to be released in the near term. The assessment is anticipated to be
completed in 2026 and will serve as a foundational document for long-term capital planning.

e Visit Duluth is advancing a Destination Master Plan with a selected vendor. This initiative is expected
to significantly influence tourism strategy and infrastructure planning over the next 10-20 years and
will align with future DECC campus planning efforts.

Vista Fleet Transition & Space Utilization
e The Vista Fleet will vacate its current space within the Harborside Convention Center effective June
1, returning to a harbor-based pop-up model.
e This will create approximately 2,700 square feet of available space. Preliminary discussions indicate
potential leasing opportunities consistent with current market conditions, though consideration is
also being given to internal or community-focused uses of the space.

Guest Experience & Community Activation
e Executive Director D. Hartman’s March conferences attendance highlighted the importance of
community-wide engagement in enhancing guest experience, with examples drawn from venues
such as Wrigley Field and professional sports organizations.
e Increased focus will be placed on expanding community activation around UMD hockey games and
MN Monsters, including partnerships with local businesses and broader city engagement initiatives.

Parking & Wayfinding Improvements

e Parking challenges during high-attendance events were discussed, particularly for UMD hockey
games.

e Opportunities identified include improved pre-event communication, promotion of alternative
parking locations, potential shuttle partnerships with local hotels, and the development of clearer
wayfinding tools.

e Additional efforts are underway to improve in-building navigation through updated directional maps
and expanded guest services materials.



Benchmarking & Programming Updates
e Observations from Erie, Pennsylvania were shared as a comparable market example, particularly
regarding waterfront activation, tourism integration, and consistent branding strategies.
e Updates were provided on ongoing and upcoming initiatives, including Bayfront event strategy, a
new shipwreck exhibit aboard the William A. Irvin, and the launch of Flock Art Fest.

COMMITTEE REPORTS

Strategy
e The Strategy Committee met April 23 and focused on preparation for agenda items and ongoing
operational initiatives.

Finance
Finance Director A. Denton and Treasurer M. Mattke provided the following financial update for January
and February 2026:

January Financial Report
e Total current assets: $ 6,222,076
e Total current liabilities: $3,304,571
e January net loss: $360,927 compared to a budgeted loss of $171,013 for a negative variance of
$189,914

Key Financial Notes:
e January performance was impacted by a lighter event schedule, including limited convention and
entertainment activity.
e Negative variances were recorded across multiple departments, including building services,
catering, concessions, and parking.
e Revenue shortfalls were primarily attributed to lower-than-expected event volume and attendance.

February Financial Report
e Total current assets: $6,485,143
e Total current liabilities: $3,601,679
e February netgain: $157,918 compared to a budgeted gain of $113,835 for a positive variance of
$44,083

Key Financial Notes:
e February outperformed budget due to strong event activity, including the Sport Show, Women's
Expo, multiple conventions, and UMD hockey events.
e Positive variances were recorded in building services, catering, and parking.
e Entertainment reflected an unfavorable variance related to self-promoted events.

Additional Notes:
e Financial statements remain in draft status as year-end audit adjustments are still in progress and
may result in changes to reported figures.
e The annual auditis in its final stages and is expected to be presented to the Board at the May
meeting.
e First quarter performance is expected to remain challenged due to event cancellations and a lighter
early-year schedule.



e The DECC continues to prioritize booking conventions with 1,000+ attendees to support long-term
financial stability.

Forecast:

e Current projections indicate a potential year-end loss if remaining months track with budget, though
recent performance has helped offset earlier shortfalls.

e Continued focus on large event booking and operational performance will be critical in maintaining
positive financial positioning.

e ltis crucial in the future to have the DMO - Visit Duluth aggressively pursuing new business in similar
fashion as our competitors are against us. The DECC Sales staff is not large enough to compete
against our better funded competitors solo.

MOTION to approve the January and February Financial Report requested by Chair T. Sertich; motion
made by Treasurer M. Mattke and seconded by S. LaFleur. The motion carried unanimously.

Governance
e The Governance Committee met April 21 and primarily discussed the development of non-voting
board member positions.

OLD BUSINESS

No Old Business was discussed.

NEW BUSINESS

Non-Voting Regional Board Members
e The Board agreed to table further discussion about the proposed non-voting board members until
the May meeting when the complete proposal is available for Board review.

Executive Director Performance & Salary

MOTION to close the board meeting to discuss Executive Director D. Hartman's performance and
compensation requested by Chair T. Sertich; motion made by P. Singler and seconded by L. Mullen. The
motion carried unanimously.

Executive Director D. Hartman, Finance Director A. Denton, and Executive Assistant A. Wink left the closed
discussion at 12:46PM.

MOTION to reopen the board meeting requested by Chair T. Sertich; motion made by P. Singler and
seconded by K. Schmidt. The motion carried unanimously.

Executive Director D. Hartman, Finance Director A. Denton, and Executive Assistant A. Wink returned
following the closed session discussion at 1:04PM.

MOTION to approve a salary increase for Executive Director D. Hartman requested by Chir T. Sertich;
motion made by Z. Filipovich:

“I will make a motion based on last year's performance review that the second market adjustments from that
review results in a 6% wage or salary increase for Executive Director Dan Hartman, starting at the next pay
period.”



Motion seconded by L. Mullen. The motion carried unanimously.

OTHER BUSINESS

No Other Business was discussed.

ADJOURNMENT
Chair T. Sertich adjourned the meeting at 1:06PM.

UPCOMING MEETINGS
The next regular meeting will be held May 28, 2026, in the Harbor Side Convention Center - Horizon Room
location.

Submitted by:

Tony Sertich, Chair Carli Amatuzio, Secretary

Date Date



DULUTH ENTERTAINMENT AND CONVENTION CENTER AUTHORITY
BALANCE SHEET
March 31, 2026

Assets Liabilities and Fund Equity
Current Assets Liabilities
Operating cash $ 2,018,633 Current Liabilities (payable from current assets)
City pooled account 700,000 Accounts payable
Accounts receivable 865,485 Lease purchase payable
Accts Rec-Tourism Taxes 599,125 Accrued salaries payable
Leases Receivable 931,082 Accrued vacation payable
Inventory 202,304 Deferred revenue
Prepaid items 254,795 Interest payable
Software subscription liability
Total Current Assets $ 5,571,424
Total Current Liabilities (payable from
current assets)
Noncurrent Assets
Leases Receivable 7,693,657 Current Liabilities (payable from restricted assets)
Subscription Assets less Accum Amortization 0 Ticket Office deposits
Employee flexible benefits plan
Total Noncurrent Assets $ 7,693,657 Total Current Liabilities (payable from

restricted assets)

Restricted Assets

Ticket Office deposits Long-Term Liabilities
Cash and cash equivalents $ 1,469,370 Capital Lease
Employee flexible benefits plan Net pension liability
Cash and cash equivalents 14,926 Net other postemployment benefits
Debt reserve 0 Subscription liability
Accrued Interest Payable
Total Restricted Assets $ 1,484,296
Total Long Term Liabilities
Fixed Assets Total Liabilities
Fixed assets $ 155,123,439
Less allowance for depreciation (93,192,433)
Deferred Inflow
Fixed assets (net) $ 61,931,006 Deferred inflow of leases

Deferred inflow of other employ benefits
Deferred inflow of pension
Deferred Outflow

Deferred outflow of pension $ 709,221
Deferred other postemployment benefits 252,974 Total Deferred Inflow
Total Deferred Outflow $ 962,195

Fund Equity
Contributions (net of accumulated amortization)
Prior period retained earnings
Current period retained earnings

Total Fund Equity

Total Assets $ 77,642,578 Total Liabilities and Fund Equity

$ 757,560
365,528

196,220

393,466

958,621

36,967

0

$ 2708362
$ 1,030,067

657

$ 1,030,724

$ 1,138,213
1,868,652
1,204,055

0
0

$ 4,210,920

$ 7,950,006

$ 7,820,190
251,383
1,429,111

$ 9,500,684

$ 46,824,678
13,930,313

(563,103)

$ 60,191,888

s 71842578



DULUTH ENTERTAINMENT AND CONVENTION CENTER AUTHORITY

CONSOLIDATED MANAGEMENT SUMMARY
March-2026
(Summary)

DEPARTMENT PROFIT / (LOSS):
BUILDING SERVICES
PROPERTY MTNC
CONVENTIONS
CATERING
CONCESSIONS
ADMINISTRATIVE
IRVIN
ENTERTAINMENT
PARKING
CRUISES

TOTAL OPERATING PROFIT / (LOSS):

NON-OPERATING REVENUES/(EXPENSES):

CITY TOURISM TAXES

AMSOIL ARENA NAMING RIGHTS

AMSOIL ARENA BOND PAYMENTS
SUBTOTAL OPERATING PROFIT / (LOSS)

LESS: DEPRECIATION
DEPRECIATION (NET)

NET CHANGE IN RETAINED EARNINGS

CURRENT MONTH YEAR TO DATE

BUDGET ACTUAL VARIANCE VAR % 2025 BUDGET ACTUAL VARIANCE VAR % 2025
149,170 49,959  (99,211) 67% 143,678 308,190 154,393 (153,797) 50% 297,495
(325,939) (362,267)  (36,328) 1% (323,174)  (1,047,497) (1,127,970)  (80,473) -8% (1,048,130)
(43,396)  (46,499)  (3,103) 7% (28,991) (126,468)  (122,358) 4,110 3%  (75873)
100,540 22,827  (77,713) 7% 134,118 363,314 382,708 19,394 5% 386,711
42,743 20,723 (22,020) 52% 53,898 282,759 239,250  (43,509) 5% 258,784
(106,676)  (75,631) 31,045 29%  (91,804) (318,604) (243,663) 74,941 24%  (216,106)
(7.166)  (12,810)  (5,644) 79%  (11,790) (23,738)  (50,023)  (26,285) A11%  (22,978)
(2,640) (108,838) (106,198)  -4023% 23,515 (53,160) (303,016) (249,856) -470%  (73,710)
87,754 92,871 5,117 6% 78,311 330,782 336,702 5,920 2% 326,689
(5,551)  (2,785) 2,766 50%  (3,791) (9,505)  (16,190)  (6,685) 70%  (6,968)
(111,161)  (422,449) (311,288) .280%  (26,031) (293,927) (750,168) (456,241) 155%  (174,085)
199,708 199,708 0 0% 180,272 599,124 599,125 1 0% 540,815
16,667 16,667 0 0% 16,667 50,001 50,001 0 0% 50,001
(99,281)  (99,281) 0 0%  (97,508) (297,843)  (297,843) 0 0% (292,524)
5933 (305355) (311,288)  -5247% 73,400 57,355 (398,885) (456,240) 795% 124,207
(54,300)  (54,739) (439) 1%  (20,250) (162,900) (164,218)  (1,318) 1%  (60,750)
(48,367) (360,094) (311,727) -645% 53,150 (105,545)  (563,103) (457,558) -434% 63,457




DULUTH ENTERTAINMENT AND CONVENTION CENTER AUTHORITY

CONSOLIDATED MANAGEMENT SUMMARY
March-2026
(Detail)

REVENUES:
BUILDING SERVICES
CONVENTIONS
CATERING
CONCESSIONS
ADMINISTRATIVE
IRVIN
ENTERTAINMENT
PARKING
CRUISES

TOTAL OPERATING REVENUES

OPERATING EXPENSES:
BUILDING SERVICES
PROPERTY MTNC
CONVENTIONS
CATERING
CONCESSIONS
ADMINISTRATIVE
IRVIN
ENTERTAINMENT
PARKING
CRUISES

TOTAL OPERATING EXPENSES

OPERATING PROFIT/(LOSS)

CURRENT MONTH YEAR TO DATE

BUDGET ACTUAL VARIANCE VAR % 2025 BUDGET ACTUAL VARIANCE VAR % 2025
308,800 208,707 (100,093) -32% 299,556 774500 632,545 (141,955) -18% 736,200
16,600 15440  (1,160) 0% 11,575 49,800 45919  (3,881) -8% 40,008
311,100 235,866  (75,234) 24% 297,192 1,014,600 1,003,986  (10,614) 1% 974,428
139,800 129,807  (9,993) 7% 118,599 759,100 631,355 (127,745) 17% 620,918
135,414 135,362 (52) 0% 158,110 396,446 413,151 16,705 4% 464,042
0 0 0 0% 0 0 0 0 0
80,300 165,245 84,945 106% 141,605 232,900 328,913 96,013 41% 310,830
111,000 114,701 3,701 3% 98,661 403,200 400,146  (3,054) 1% 389,393
0 0 0 0% 0 0 0 0 0
1,103,014 1,005,128  (97,887) 9% 1,125,298 3,630,546 3,456,014 (174,532) 5% 3,535,818
159,630 158,748 882 1% 155,878 466,310 478,152  (11,842) 3% 438,705
325939 362,267  (36,328) 1% 323,174 1,047,497 1,127,970  (80,473) 8% 1,048,130
59,996 61,939  (1,943) -3% 40,566 176,268 168,277 7,991 5% 115,881
210,560 213,039  (2,479) 1% 163,074 651,286 621,277 30,009 5% 587,716
97,057 109,083  (12,026) -12% 64,701 476,341 392,105 84,236 18% 362,134
242,000 210,993 31,097 13% 249,914 715,050 656,814 58,236 8% 680,148
7,166 12,810  (5,644) -79% 11,790 23,738 50,023  (26,285) 1% 22,978
82,940 274,083 (191,143) 230% 118,090 286,060 631,928 (345,868) 121% 384,540
23,246 21,830 1,416 6% 20,350 72,418 63,445 8,973 12% 62,704
5,551 2,785 2,766 50% 3,791 9,505 16,190  (6,685) -70% 6,968
1,214,175 1,427,577 (213,402) 18% 1,151,328 3,924,473 4,206,181 (281,708) 7% 3,709,903
(111,161)  (422,449) (26,031) (293,927) (750,167) (174,085)




DULUTH ENTERTAINMENT AND CONVENTION CENTER AUTHORITY

BALANCE SHEET
April 30, 2026
Assets Liabilities and Fund Equity
Current Assets Liabilities
Operating cash $ 1,625,777 Current Liabilities (payable from current assets)
City pooled account 700,000 Accounts payable
Accounts receivable 1,247,690 Lease purchase payable
Accts Rec-Tourism Taxes 798,833 Accrued salaries payable
Leases Receivable 931,082 Accrued vacation payable
Inventory 201,350 Deferred revenue
Prepaid items 361,257 Interest payable
Software subscription liability
Total Current Assets $ 5,765,989
Total Current Liabilities (payable from
current assets)
Noncurrent Assets
Leases Receivable 7,693,657 Current Liabilities (payable from restricted assets)
Subscription Assets less Accum Amortization 0 Ticket Office deposits
Employee flexible benefits plan
Total Noncurrent Assets $ 7,693,657 Total Current Liabilities (payable from

restricted assets)

Restricted Assets

Ticket Office deposits Long-Term Liabilities
Cash and cash equivalents $ 1,544,377 Capital Lease
Employee flexible benefits plan Net pension liability
Cash and cash equivalents 14,926 Net other postemployment benefits
Debt reserve 0 Subscription liability
Accrued Interest Payable
Total Restricted Assets $ 1,559,303
Total Long Term Liabilities
Fixed Assets Total Liabilities
Fixed assets $ 155,145,581
Less allowance for depreciation (93,485,772)
Deferred Inflow
Fixed assets (net) $ 61,659,809 Deferred inflow of leases

Deferred inflow of other employ benefits
Deferred inflow of pension
Deferred Outflow

Deferred outflow of pension $ 709,221
Deferred other postemployment benefits 252,974 Total Deferred Inflow
Total Deferred Outflow $ 962,195

Fund Equity
Contributions (net of accumulated amortization)
Prior period retained earnings
Current period retained earnings

Total Fund Equity

Total Assets $ 77,640,953 Total Liabilities and Fund Equity

$ 1,099,865
444,944

276,743

393,466

845,841

36,967

0

$ 3,007,826
$ 1,013,440

657

$ 1,014,097

$ 1,138,213
1,868,652
1,204,055

0
0

$ 4,210,920

$ 8,322,843

$ 7,820,190
251,383
1,429,111

$ 9,500,684

$ 46,586,078
13,930,313

(698,965)

$ 59817426

S 77640053



DULUTH ENTERTAINMENT AND CONVENTION CENTER AUTHORITY

CONSOLIDATED MANAGEMENT SUMMARY
April-2026
(Summary)

DEPARTMENT PROFIT / (LOSS):
BUILDING SERVICES
PROPERTY MTNC
CONVENTIONS
CATERING
CONCESSIONS
ADMINISTRATIVE
IRVIN
ENTERTAINMENT
PARKING
CRUISES

TOTAL OPERATING PROFIT / (LOSS):

NON-OPERATING REVENUES/(EXPENSES):

CITY TOURISM TAXES

AMSOIL ARENA NAMING RIGHTS

AMSOIL ARENA BOND PAYMENTS
SUBTOTAL OPERATING PROFIT / (LOSS)

LESS: DEPRECIATION
DEPRECIATION (NET)

NET CHANGE IN RETAINED EARNINGS

CURRENT MONTH YEAR TO DATE

BUDGET ACTUAL VARIANCE VAR % 2025 BUDGET ACTUAL VARIANCE VAR % 2025
250,140 179,160  (70,980) 28% 138,573 558,330 333553 (224,777) -40% 436,068
(302,999) (343,853)  (40,854) 13% (292,786)  (1,350,496) (1,471,823) (121,327) 9% (1,340,916)
(42,746)  (50,008)  (7,260) 7%  (26,118) (169,214)  (172,364)  (3,150) 2%  (101,991)
143782 106,857  (36,925) 26% 184,184 507,096 489,565  (17,531) 3% 570,895
51,873 6,579  (45,294) -87% (540) 334,632 245829  (88,803) 27% 258,245
(108,742)  (79,768) 28,974 27%  (90,992) (427,346) (323,432) 103,914 24%  (307,098)
(35,586)  (27,824) 7,762 22%  (32,041) (59,324)  (77,847)  (18,523) 31%  (55,019)
(17,030)  (118,597)  (101,567) 596%  (26,407) (70,190) (421,613) (351,423) -501%  (100,117)
136,974 134,705  (2,269) 2% 130,236 467,756 471,406 3,650 1% 456,925
(4,509)  (5,470) (961) 21%  (7,604) (14,014)  (21,660)  (7,646) 55%  (14,571)
71157 (198,217) (269,374) -379%  (23,495) (222,770) (948,385) (725,615) -326%  (197,580)
199,708 199,708 0 0% 180,272 798,832 798,833 1 0% 721,087
16,667 16,667 0 0% 16,667 66,668 66,668 0 0% 66,668
(99,281)  (99,281) 0 0%  (97,508) (397,124)  (397,124) 0 0% (390,032)
188,251  (81,123) (269,374) -143% 75,936 245,606 (480,007) (725,613) 295% 200,142
(54,300)  (54,739) (439) 1%  (20,250) (217,200) (218,958)  (1,758) 1%  (81,000)
133,951 (135,862) (269,813) 201% 55,686 28,406 (698,965) (727,371)  -2561% 119,142




DULUTH ENTERTAINMENT AND CONVENTION CENTER AUTHORITY
CONSOLIDATED MANAGEMENT SUMMARY

April-2026 CURRENT MONTH YEAR TO DATE
(Detail)
BUDGET  ACTUAL VARIANCE VAR % 2025 BUDGET  ACTUAL VARIANCE  VAR% 2025
REVENUES:
BUILDING SERVICES 409,700 346,424 (63,276) -15% 286,338 1,184,200 978,969 (205,232) -17% 1,022,538
CONVENTIONS 16,600 11,877 (4,723) 0% 7,980 66,400 57,795 (8,605) -13% 47,988
CATERING 410,400 397,243 (13,157) -3% 390,926 1,425,000 1,401,229 (23,771) -2% 1,365,353
CONCESSIONS 156,800 71,344 (85,456) -54% 56,566 915,900 702,700 (213,200) -23% 677,485
ADMINISTRATIVE 122,778 125,363 2,585 2% 133,233 519,224 538,514 19,290 4% 597,275
IRVIN 0 0 0 0% 0 0 0 0 0
ENTERTAINMENT 59,300 87,437 28,137 47% 37,480 292,200 416,350 124,150 42% 348,309
PARKING 160,000 160,423 423 0% 151,205 563,200 560,569 (2,631) 0% 540,598
CRUISES 0 0 0 0% 0 0 0 0 0
TOTAL OPERATING REVENUES 1,335,578 1,200,112 (135,466) -10% 1,063,728 4,966,124 4,656,126 (309,998) -6% 4,599,546
OPERATING EXPENSES:
BUILDING SERVICES 159,560 167,263 (7,703) -5% 147,765 625,870 645,415 (19,545) -3% 586,470
PROPERTY MTNC 302,999 343,853 (40,854) -13% 292,786 1,350,496 1,471,823 (121,327) -9% 1,340,916
CONVENTIONS 59,346 61,882 (2,536) -4% 34,098 235,614 230,160 5,454 2% 149,978
CATERING 266,618 290,386 (23,768) -9% 206,742 917,904 911,663 6,241 1% 794,458
CONCESSIONS 104,927 64,765 40,162 38% 57,106 581,268 456,871 124,397 21% 419,240
ADMINISTRATIVE 231,520 205,131 26,389 11% 224,225 946,570 861,946 84,624 9% 904,373
IRVIN 35,586 27,824 7,762 22% 32,041 59,324 77,847 (18,523) -31% 55,019
ENTERTAINMENT 76,330 206,035 (129,705) -170% 63,887 362,390 837,963 (475,573) -131% 448,426
PARKING 23,026 25,719 (2,693) -12% 20,969 95,444 89,163 6,281 7% 83,673
CRUISES 4,509 5,470 (961) -21% 7,604 14,014 21,660 (7,646) -55% 14,571
TOTAL OPERATING EXPENSES 1,264,421 1,398,329 (133,908) -11% 1,087,223 5,188,894 5,604,511 (415,617) -8% 4,797,126

OPERATING PROFIT/(LOSS) 71,157  (198,217) (23,495) (222,770)  (948,385) (197,580)




NON-VOTING REGIONAL
BOARD MEMBERS

PURPOSE

To reinforce the DECC's role as a regional convention and event center, the Board will establish
Non-Voting Regional Board Member positions. This regional representation will serve to strengthen
strategic perspective, partnerships, and regional alignment. Our hope would be to reach out to
multiple constituencies throughout the region including, but not limited to, leaders in the tourism
industry and tribal members.

PROCEDURE
STRUCTURE & REGIONAL REPRESENTATION

The Board will create three (3) Regional Non-Voting Member positions, mirroring the existing City
Council liaison role.

One member will represent each of the following regions:
e lIron Range (including Bois Forte tribal nation)
e Carlton County Region (Cloquet, Esko, Carlton, Fond Du Lac tribal nation, & other
surrounding communities)
e North Shore of Lake Superior (Lake County, Cook County & Grand Portage tribal nation)

Regional Members will participate fully in Board discussions but will not vote.

APPOINTMENT & TERM
e Open application process during a defined window
e Governance Committee will review and recommend candidates
e Members will be appointed by full Board vote
e Wil serve two-year terms

ATTENDANCE & PARTICIPATION EXPECTATIONS

e Travel to Duluth for Board meetings
e Attend a minimum of eight (8) meetings per year
e Active engagement in Board discussions

CANDIDATE PROFILE

Candidates should demonstrate:
e Strong ties to regional business and/or tourism sectors
e Knowledge of regional economics and community dynamics
e Established leadership credibility
e Willingness to travel and engage consistently
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Independent Auditors' Report

To the Board of Directors of
Duluth Entertainment and Convention Center Authority

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of the Duluth Entertainment and Convention Center
Authority (Authority), a component unit of the City of Duluth, Minnesota, as of and for the year ended
December 31, 2025, and the related notes to the financial statements, which collectively comprise the
Authority's basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects,
the financial position of the Authority as of December 31, 2025, and the changes in financial position and cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States (Government Auditing Standards). Our responsibilities
under those standards are further described in the Auditors' Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Authority and to meet our other
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America; and for the design,
implementation and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Authority's ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of Baker Tilly
International Ltd., the members of which are separate and independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that
provides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities provide tax and consulting services
to their clients and are not licensed CPA firms.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors' report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not
a guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Authority's internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Authority's ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings and certain internal control-related matters that
we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the required
supplementary information, as listed in the table of contents be presented to supplement the basic financial
statements. Such information is the responsibility of management and, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.



Management has omitted the management's discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic or historical context. Our
opinion on the basic financial statements is not affected by this missing information.

Additional Information

Management is responsible for the accompanying introductory section (the “additional information”), which is
presented for purposes of additional analysis and is not a required part of the basic financial statements. Our
opinion on the basic financial statements does not cover the additional information, and we do not express an
opinion or any form of assurance thereon.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 28, 2026 on
our consideration of the Authority's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of
that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Authority's
internal control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Authority's internal control over financial
reporting and compliance.

Lo 7;% OS5, L7

Eau Claire, Wisconsin
April 28, 2026
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Statement of Net Position
December 31, 2025

Assets and Deferred Outflows of Resources

Current Assets

Cash and investments

Accounts receivable

Due from other governments, City of Duluth

Leases receivable

Inventories

Prepaid items

Restricted assets:
Cash and investments, customer deposits
Cash and investments, employee flexible benefits
Accounts receivable, customer deposits

Total current assets

Noncurrent Assets
Leases receivable
Capital assets:
Construction in progress
Land
Other capital assets, net of depreciation/amortization

Total noncurrent assets
Total assets
Deferred Outflows of Resources
Pension related amounts

Other postemployment benefit related amounts

Total deferred outflows of resources

See notes to financial statements
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2,726,067
779,841
1,203,396
931,082
220,353
518,838

1,588,253
14,926
60,253

8,043,009

7,693,657

476,955
905,601
61,245,322

70,321,535

78,364,544

709,221
252,974

962,195




Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Statement of Net Position
December 31, 2025

Liabilities, Deferred Inflows of Resources and Net Position

Current Liabilities

Accounts payable

Salaries payable

Due to other governments

Unearned revenue

Accrued interest

Current portion of accrued compensated absences

Current portion of financed purchases liability

Current labilities payable from restricted assets:
Customer deposits
Employee flexible benefits plan payable

Total current liabilities
Noncurrent Liabilities
Noncurrent portion of financed purchases liability
Net pension liability
Other postemployment benefit liability
Total noncurrent liabilities
Total liabilities
Deferred Inflows of Resources
Lease related amounts
Pension related amounts
Other postemployment benefit related amounts
Total deferred inflows of resources
Net Position
Net investment in capital assets

Unrestricted

Total net position

See notes to financial statements
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1,060,452
334,634
18,179
1,226,997
36,967
393,466
127,279

945,713
657

4,144,344

1,138,213
1,868,652
1,204,055

4,210,920

8,355,264

7,820,190
1,429,111
251,383

9,500,684

61,362,386
108,405

61,470,791




Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Statement of Revenues, Expenses and Changes in Net Position

Year Ended December 31, 2025

Operating Revenues
Food and beverage
Merchandise
Space and equipment rent
Parking
Admissions and ticket office charges
Special services
Lease revenue
Miscellaneous

Total operating revenues

Operating Expenses
Compensation and benefits
Supplies and services
Utilities
General and administrative
Depreciation and amortization

Total operating expenses
Operating income (loss)
Nonoperating Revenues (Expenses)

Interest income

Hotel/motel tax revenue

Donations

Naming rights revenue

Interest expense
Total nonoperating revenues (expenses)
Change in net position

Net Position, Beginning

Net Position, Ending

See notes to financial statements
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$ 5,296,359
259,412
2,899,691
1,830,729
1,896,818
960,336
1,007,461
295,990

14,446,796

7,558,238
2,835,493
1,780,107
4,547,793
3,537,542

20,259,173

(5,812,377)

559,600
2,373,498
24,079
200,000

(91,800)

3,065,377

(2,747,000)

64,217,791

$ 61,470,791




Duluth Entertainment and Convention Center Authority

(A Component Unit of the City of Duluth, Minnesota)

Statement of Cash Flows
Year Ended December 31, 2025

Cash Flows From Operating Activities

Received from customers

Paid to suppliers for goods and services

Paid to employees for services
Received from lessors

Net cash flows from operating activities

Cash Flows From Noncapital Financing Activities

Received for naming rights
City of Duluth hotel/motel taxes

Grant received

Net cash flows from noncapital financing activities

Cash Flows From Investing Activities

Interest earned on investments

Cash Flows From Capital and Related Financing Activities

Principal paid on financed purchases

Interest paid

Principal paid on software subscriptions
Acquisition and construction of capital assets

Net cash flows from capital and related financing activities

Net change in cash and cash equivalents

Cash and Cash Equivalents, Beginning

Cash and Cash Equivalents, Ending

See notes to financial statements
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$ 11,473,338
(8,501,877)
(7,558,238)

1,007,461

(3,579,316)

200,000
2,414,991
24,079

2,639,070

559,600

(121,231)
(81,207)
(15,293)

(934,446)

(1,152,177)

(1,532,823)

5,862,069

$ 4,329,246




Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Statement of Cash Flows
Year Ended December 31, 2025

Reconciliation of Operating Income (Loss) to Net
Cash Flows From Operating Activities
Operating income (loss)
Adjustments to reconcile operating income (loss) to
net cash flows from operating activities:
Depreciation
Amortization
Changes in assets, deferred outflows, liabilities and deferred inflows:
Customer accounts receivable
Other receivables
Inventories
Prepaid items
Accounts payable
Due to other governments
Customer deposits
Other current liabilities
Pension related deferrals and liability
Other postemployment benefit deferrals and liability
Lease related deferred inflow of resources

Net cash flows from operating activities

Reconciliation of Cash and Cash Equivalents
to the Statement of Net Position Accounts
Cash and investments
Cash and investments, restricted

Total cash and cash equivalents

Noncash Capital and Related Financing Activities
Accounts payable for capital asset purchases

See notes to financial statements
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$ (5812,377)

3,520,666
16,876

(117,754)
(485,618)
(14,484)
(380,034)
384,622
5,724
(1,539,108)
112,443
535,424
(154,238)
348,542

$ (3,579,316)

$ 2,726,067

1,603,179
$ 4,329,246
$ 175,740




Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Index to Notes to Financial Statements
December 31, 2025

1.

Summary of Significant Accounting Policies

Reporting Entity

Measurement Focus, Basis of Accounting and Financial Statement Presentation
Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources

and Net Position
Deposits and Investments
Receivables
Inventories and Prepaid Items
Restricted Assets
Capital Assets
Deferred Outflows of Resources
Unearned Revenue
Compensated Absences
Long-Term Obligations
Leases
Subscription-Based Information Technology Arrangements
Deferred Inflows of Resources
Equity Classifications
Pension
Postemployment Benefits Other Than Pensions (OPEB)
Trade-Offs

Detailed Notes on All Funds

Deposits and Investments
Receivables

Restricted Assets

Capital Assets
Long-Term Obligations
Financed Purchases
Lease Disclosures

Net Position

Other Information

Employees' Retirement System

Postemployment Benefits Other Than Pensions (OPEB)

Naming Rights Agreement

Pledge Agreement with City of Duluth

Risk Management

Commitments and Contingencies

Related Parties

Budget to Actual

Subsequent Event

Effect of New Accounting Standards on Current Period Financial Statements
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14
16
16
17
18
18
19
20

20

20
24
27
28
28
28
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29



Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Financial Statements
December 31, 2025

1. Summary of Significant Accounting Policies

The accounting policies of the Duluth Entertainment and Convention Center Authority (the Authority)
conform to accounting principles generally accepted in the United States of America as applicable to
governmental units. The accepted standard-setting body for establishing governmental accounting and
financial reporting principles is the Governmental Accounting Standards Board (GASB).

Reporting Entity

The Authority is a component unit of the City of Duluth, Minnesota, which was created by Minn. Laws
1963, ch. 305; Minn. Laws 1985, 1st Spec. Sess., ch. 15, § 36, as amended; and by Minn. Laws
1998, ch. 404, § 61. The Authority has the power to contract, administer, promote, control, direct,
manage, and operate the Duluth Entertainment and Convention Center for the City of Duluth and the
State of Minnesota.

Control is vested in the Authority's Board of Directors, which consists of seven Directors appointed by
the Mayor of the City of Duluth and approved by resolution of the City Council and four Directors
appointed by the Governor of Minnesota.

The City of Duluth reports the transactions of the Authority as a separate component unit in its
government-wide financial statements.

This report includes all the funds of the Authority. The reporting entity for the Authority consists of the
primary government and its component units. Component units are legally separate organizations for
which the primary government is financially accountable or other organizations for which the nature
and significance of their relationship with the primary government are such that their exclusion would
cause the reporting entity's financial statements to be misleading. The Authority has not identified any
organizations that meet these criteria.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The accounts of the Authority are presented as an enterprise fund. Enterprise funds are used to
account for operations that are financed and operated in a manner similar to private business
enterprises where the intent of the governing body is that costs (expenses, including depreciation) of
providing goods or services be financed or recovered primarily through user charges.

Enterprise funds distinguish operating revenues from nonoperating items. Operating revenues
generally result from providing and delivering services in connection with a principal ongoing activity.
All revenues not meeting this definition are reported as nonoperating revenues. The principal
operating revenues of the Authority are charges for services related to contracting, administering,
promoting, controlling, directing, managing and operating the Duluth Entertainment and Convention
Center.

The financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized when
earned and expenses are recorded when the liability is incurred or economic asset used. Revenues,
expenses, gains, losses, assets and liabilities resulting from exchange and exchanged-like
transactions are recognized when the exchange takes place.

Preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets, deferred outflows of resources, liabilities and deferred inflows of
resources and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Financial Statements
December 31, 2025

Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net
Position

Deposits and Investments

For purposes of the statement of cash flows, the Authority considers all highly liquid investments
with an initial maturity of three months or less when acquired to be cash equivalents.

The Authority's available cash balances are held by the Treasurer of the City of Duluth. Additional
disclosures defining cash and pooled investments can be found in the City of Duluth Annual
Comprehensive Financial Report.

Receivables

Amounts due from individuals and organizations are recorded as receivables at year-end. No
allowance for uncollectible receivables has been provided because such amounts are not
expected to be material.

Inventories and Prepaid Items

Inventory is valued at the lower of cost or market value utilizing the first-in/first-out (FIFO) method
and charged to expense when used.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in the financial statements.

Restricted Assets

Mandatory segregations of assets are presented as restricted assets. Such segregations are
required by agreements and other external parties. Current liabilities payable from these
restricted assets are so classified.

Capital Assets

Capital assets, which include property, plant, equipment and software subscriptions are reported
in the basic financial statements. Capital assets are defined by the Authority as assets with an
estimated useful life in excess of three years and an initial cost of $500 or more. All capital assets
are valued at historical cost or estimated historical cost if actual amounts are unavailable.
Donated capital assets are recorded at their estimated acquisition value at the date of donation.

Depreciation and amortization of all exhaustible capital assets is recorded as an expense in the
statement of revenues, expenses and changes in net position, with accumulated depreciation and
amortization reflected in the statement of net position. Depreciation and amortization is provided
over the assets' estimated useful lives using the straight-line method of depreciation. The range
of estimated useful lives by type of asset is as follows:

Buildings 40 years
Land improvements 20 years
Furniture, equipment and vehicles 3-20 years

Software subscription assets are typically amortized over the subscription term.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Financial Statements
December 31, 2025

Deferred Outflows of Resources

A deferred outflow of resources represents a consumption of net assets that applies to a future
period and will not be recognized as an outflow of resources (expense) until that future time.

Unearned Revenue

Unearned revenue represents advance deposits to reserve Authority facilities for future events,
proceeds from the sale of gift certificates and gift cards that have not been redeemed as of
year-end, and lease revenues that have not been earned as of year-end.

Compensated Absences

Under terms of employment, employees are granted vacation and sick leave and paid time off in
varying amounts.

Vacation leave and paid time off is accrued when earned in the financial statements.

Payments for vacation and sick leave and paid time off will be made at rates in effect when the
benefits are used. Accumulated vacation leave and paid time off liabilities at December 31, 2025
are determined on the basis of current salary rates and include salary related payments.

Long-Term Obligations

All long-term obligations to be repaid from the Authority's resources are reported as liabilities on
the statement of net position. The long-term obligations consist primarily of financed purchases
payable, compensated absences and subscription liabilities.

Leases

The Authority is a lessor because it leases capital assets to other entities. As a lessor, the
Authority reports a lease receivable and corresponding deferred inflow of resources on the
statement of net position. The Authority continues to report and depreciate the capital assets
being leased as capital assets of the primary government.

Subscription-Based Information Technology Arrangements

The Authority reports a subscription liability and an intangible right-to-use capital asset (known as
the software subscription asset) on the financial statements.

Deferred Inflows of Resources

A deferred inflow of resources represents an acquisition of net assets that applies to a future
period and therefore will not be recognized as an inflow of resources (revenue) until that future
time.

Equity Classifications
Equity is classified as net position and displayed in three components:

a. Net Investment in Capital Assets - Consists of capital assets including restricted capital
assets, net of accumulated depreciation/amortization and reduced by the outstanding
balances (excluding unspent bond proceeds) of any bonds, mortgages, notes or other
borrowings that are attributable to the acquisition, construction or improvement of those
assets.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Financial Statements
December 31, 2025

b. Restricted Net Position - Consists of net position with constraints placed on their use
either by: (1) external groups such as creditors, grantors, contributors or laws or
regulations of other governments or (2) law through constitutional provisions or enabling
legislation.

c. Unrestricted Net Position - All other net position that does not meet the definition of
restricted or net investment in capital assets.

When both restricted and unrestricted resources are available for use, it is the Authority's policy
to use restricted resources first, then unrestricted resources as they are needed.

Pension

For purposes of measuring the net pension liability, deferred outflows/inflows of resources and
pension expense, information about the fiduciary net position of the Public Employees Retirement
Association (PERA) and additions to/deductions from PERA's fiduciary net position have been
determined on the same basis as they are reported by PERA, except that PERA's fiscal year-end
is June 30. For this purpose, plan contributions are recognized as of employer payroll paid dates,
and benefit payments and refunds are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.

Postemployment Benefits Other Than Pensions (OPEB)

For purposes of measuring the total OPEB liability and OPEB expense, the Authority's
single-employer defined benefit retiree healthcare plan recognizes benefit payments when due
and payable in accordance with the benefit terms.

Trade-Offs

The Authority exchanges scoreboard advertising, attraction admissions, building rent and other
services for other nonmonetary assets or services, such as radio, television or print advertising.
The value of the services exchanged is debited to the appropriate expense accounts and credited
to the appropriate revenue accounts.

2. Detailed Notes on All Funds
Deposits and Investments

The City of Duluth Treasurer is designated by Minn. Laws 1963, ch. 305, as the Treasurer of the
Authority. The City Treasurer is authorized by Minn. Stat. §§ 118A.02 and 118A.04 to deposit the
Authority's cash and to invest in certificates of deposit in financial institutions designated by the
Duluth City Council. Minnesota statutes require that all of the Authority's deposits be covered by
insurance, surety bond or collateral.

The Authority invests funds in the City of Duluth's investment pool. The fair value of the investment is
the fair value per share of the underlying portfolio. The Authority invests in this pool for the purpose of
joint investment with the City in order to enhance investment earnings. There are no redemption
limitations. The types of investment securities available to the City of Duluth Treasurer are authorized
by Minn. Stat. §§ 118A.04 and 118A.05.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Financial Statements
December 31, 2025

The Authority's cash and investments at year-end were comprised of the following:

Carrying Bank Associated
Value Balance Risks
Demand deposits $ 14,926 $ 342,155 Custodial credit
Pooled cash held by the City 2,654,067 1,997,214  Custodial credit
Commercial paper sweep 1,682,253 1,633,570 Custodial credit,
credit, concentration
of credit, interest rate
Petty cash 78,000 - NA
Total cash and investments $ 4,329,246 $ 3,972,939
Reconciliation to financial statements
Per statement of net position
Cash and investments $ 2,726,067
Restricted cash and investments 1,603,179
Total cash and investments $ 4,329,246

Disclosures required by GASB Statement No. 40, Deposit and Investment Risk Disclosures, are
disclosed on an entity-wide basis in the City of Duluth's Annual Comprehensive Financial Report. The
Authority is a component unit of the City of Duluth.

The Authority categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical
assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are significant

unobservable inputs.

The valuation methods for recurring fair value measurements are as follows:

e Market approach

December 31, 2025

Investment Type Level 1 Level 2 Level 3 Total
Commercial paper sweep $ - $ 1,633,570 % - 8 1,633,570
$ - 3 1,633,570 $ - $ 1,633,570

Custodial Credit Risk

Deposits

Custodial credit risk is the risk that in the event of a financial institution failure, the Authority's
deposits may not be returned to the Authority. As of December 31, 2025, the Authority's deposits

were secured through the City of Duluth's collateral and FDIC coverage.

Investments

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the Authority will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. As of December 31, 2025, the Authority
does not have any investments exposed to custodial credit risk.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Financial Statements
December 31, 2025

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations.

As of December 31, 2025, the Authority's investments were rated as follows:

Moody's
Standard & Investors
Investment Type Poors Services
Commercial paper sweep, U.S. Bank National
Association A-1 P-1

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's
investment in a single issuer.

As of December 31, 2025, the Authority's investment portfolio consists exclusively of an
investment in US Bank commercial paper in a sweep account.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment.

As of December 31, 2025, the Authority's investments were as follows:

Weighted
Average
Fair Maturity
Investment Type Value (Days)
Commercial paper sweep, U.S. Bank National
Association $ 1,633,570 1

See Note 1 for further information on deposit and investment policies.
Receivables

All of the receivables on the statement of net position are expected to be collected within one year
except for $7,693,657 of leases receivable.

Restricted Assets
The following represent the balances of the restricted assets:

Customer Deposits - consists of cash and receivables escrowed on behalf of various promoters
related to advance ticket sales for upcoming events.

Employee Flexible Benefits Plan - consists of amounts withheld from employees pursuant to
Internal Revenue Service regulations designated for reimbursement to employees for specific
plan expenses.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Financial Statements
December 31, 2025

Following is a list of restricted assets at December 31, 2025:

Restricted assets:

Cash and investments, customer deposits

Cash and investments, employee flexible benefits

Accounts receivable, customer deposits

Total restricted assets

Capital Assets

$ 1,588,253
14,926
60,253
$ 1,663,432

Capital asset activity for the year ended December 31, 2025 was as follows:

Capital assets not being
depreciated/amortized:
Land
Construction in progress

Total capital assets not being

depreciated/amortized

Capital assets being depreciated/
amortized:
Land improvements
Buildings
Equipment
Software subscriptions

Total capital assets being
depreciated/amortized

Less accumulated depreciation/
amortization for:
Land improvements
Buildings
Equipment
Software subscriptions

Total accumulated
depreciation/amortization

Net capital assets being
depreciated/amortized

Total capital assets, net of

accumulated depreciation/

amortization

Beginning Ending

Balance Additions Deletions Balance
905,601 - $ - $ 905,601
751,798 675,148 949,991 476,955
1,657,399 675,148 949,991 1,382,556
302,957 - - 302,957
139,069,571 315,982 - 139,385,553
12,807,019 1,062,206 - 13,869,225
86,500 - - 86,500
152,266,047 1,378,188 - 153,644,235
(302,957) - - (302,957)
(76,875,440) (3,201,299) - (80,076,739)
(11,613,351) (319,366) - (11,932,717)
(69,624) (16,876) - (86,500)
(88,861,372) (3,537,541) - (92,398,913)
63,404,675 (2,159,353) - 61,245,322
65,062,074 (1,484,205) $ 949991 $ 62,627,878
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Long-Term Obligations
Long-term obligations activity for the year ended December 31, 2025 was as follows:

Amounts Due

Beginning Ending Within One
Balance Increases Decreases Balance Year
Other liabilities:
Subscription liability $ 15,293 §$ - 9 15293 $ - 9 -
Financed purchases liability 1,386,723 - 121,231 1,265,492 127,279
Compensated absences * 353,917 39,549 - 393,466 393,466
Total long-term
obligations $ 1,755933 § 39549 § 136,524 $ 1,658,958 § 520,745

* The change in the compensated absences liability is presented as a net change.

Future payments of compensated absences do not have an estimated payment schedule. These
liabilities will be liquidated by the Authority as they become due.

Financed Purchases

On August 24, 2022, the Authority entered into a financed purchase agreement to finance the
purchase and installation of ice making equipment for the Authority's curling facilities. The agreement
runs for 10 years with an interest rate of 4.99% and annual payments of $89,054. As of December 31,
2025, the net book value of the Pioneer Hall Ice Plant was $665,534 with an acquisition cost of
$782,981 and accumulated depreciation of $117,447. This asset is included in buildings in the capital
assets footnote.

On August 8, 2024, the Authority entered into a financed purchase agreement to finance the
purchase and installation of scoreboard equipment for the Amsoil Arena. The agreement runs for 10
years with an interest rate of 6.49% and annual payments of $112,622. As of December 31, 2025, the
net book value of the Amsoil scoreboard was $717,228 with an acquisition cost of $796,920 and
accumulated depreciation of $79,692. This asset is included in equipment in the capital assets
footnote.

Future payments under these agreements as of December 31, 2025 were as follows:

Principal Interest
Years ending December 31:

2026 $ 127,279 $ 74,397
2027 134,589 67,087
2028 142,327 59,349
2029 150,516 51,160
2030 159,186 42,490
2031 - 2034 551,595 77,085

Total $ 1,265,492 $ 371,568
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Lease Disclosures
Lessor - Lease Receivables

Amount Not
Expected to Be
Collected Within
Receivable One Year

Leases receivable $ 8,624,739 $ 7,693,657

On January 1, 2012, the Authority entered into a lease agreement with Vista Cruises, Inc., for 10
years, with two five-year options to renew. This agreement is for the lease of space and facilities.
Rent is adjusted by 3% annually. As of December 31, 2025, the Authority reported leases receivable
and deferred inflows of resources totaling $563,921 and $501,884, respectively. The lease receivable
will be reduced as repayments are received. Principal and interest totaling $61,665 and $17,933,
respectively, were received during the year ended December 31, 2025. Inflows of resources
recognized during the current year consisted of lease revenue of $71,698 and interest revenue of
$17,933.

On April 13, 2004, the Authority entered into a lease agreement with Cinema Entertainment
Corporation (CEC) for 20 years, with two five-year options to renew. This agreement is for the lease
of property on which CEC constructed a theater. The annual rent of $175,000 will be increased by 2%
each year in years two through 10 and 3% each year in years 11 through 20. In May 2007, Marcus
Theatre Corporation purchased the Duluth 10 theater from CEC and is now responsible for the lease.
On January 1, 2012, an amended lease agreement was signed with B & G Realty, LLC, to include the
OMNIMAX Theatre space in the leased premises for an additional $36,000 per year, with an annual
Consumer Price Index increase beginning January 1, 2015. In addition, the Authority agreed to
reimburse B & G Realty, through lease payment deductions, $25,000 for expenses related to the
conversion and remodeling of said space. On April 18 and August 1, 2012, the reimbursable amount
to B & G Realty was increased $10,000 and $11,417, respectively, for a total of $46,417 for
conversion and remodeling. On February 1, 2025, the Authority entered into a new lease agreement
with B& G Realty for a term of five years, with three five-year options to renew. The annual rent of
$318,261 will be increased by 3% each year. As of December 31, 2025, the Authority reported leases
receivable and deferred inflows of resources totaling $1,164,786 and $1,164,786, respectively. The
lease receivable will be reduced as repayments are received. Principal and interest totaling $218,411
and $100,522, respectively, were received during the year ended December 31, 2025. Inflows of
resources recognized during the current year consisted of lease revenue of $191,217 and interest
revenue of $100,522.

On November 18, 2010, the Authority entered into a lease agreement with the University of
Minnesota for 25 years to rent space, facilities, and advertising for the men's and women's hockey
programs in the new AMSOIL Arena. The annual rent ranges from $468,800 in 2011 to $898,270 in
2033. These lease revenues may be used to repay the City of Duluth bonds, which were issued for
the purpose of construction of the new arena. As of December 31, 2025, the Authority reported
leases receivable and deferred inflows of resources totaling $5,672,822 and $5,040,227, respectively.
The lease receivable will be reduced as repayments are received. Principal and interest totaling
$523,221 and $185,881, respectively, were received during the year ended December 31, 2025.
Inflows of resources recognized during the current year consisted of lease revenue of $630,029 and
interest revenue of $185,881.
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On October 1, 2015, the Authority entered into a 22-year lease agreement with the Duluth Curling
Club, Inc., to occupy a portion of the Pioneer Hall Clubrooms for year-round rental at an annual rate
of $43,358, and the Pioneer Hall Annex Ice Arena for a rental rate of $43,358, for predefined curling
season dates. In October 2017, the rental rate increases annually by 2% for five years and then by
3% annually until the end of the lease term. As of December 31, 2025, the Authority reported leases
receivable and deferred inflows of resources totaling $1,223,210 and $1,113,293, respectively. The
lease receivable will be reduced as repayments are received. Principal and interest totaling $64,602
and $37,758, respectively, were received during the year ended December 31, 2025. Inflows of
resources recognized during the current year consisted of lease revenue of $87,324 and interest
revenue of $37,758.

Net Position
Net position reported on the statement of net position at December 31, 2025 includes the following:

Net investment in capital assets:

Construction in progress $ 476,955
Land 905,601
Other capital assets, net of depreciation/amortization 61,245,322
Less long-term capital-related obligations outstanding (excluding
unspent proceeds) (1,265,492)
$ 61,362,386

3. Other Information
Employees' Retirement System
Public Employees Retirement Association (PERA)

Plan Description. The Authority participates in the following cost-sharing multiple-employer
defined benefit pension plan administered by the Public Employees Retirement Association of
Minnesota (PERA). These plan provisions are established and administered according to
Minnesota Statutes chapters 353, 353D, 353E, 353G, and 356. Minnesota Statutes chapter 356
defines each plan's financial reporting requirements. PERA's defined benefit pension plans are
tax qualified plans under Section 401(a) of the Internal Revenue Code.

General Employees Retirement Plan

Membership in the General Plan includes employees of counties, cities, townships, schools in
noncertified positions, and other governmental entities whose revenues are derived from taxation,
fees, or assessments. Plan membership is required for any employee who is expected to earn
more than $425 in a month, unless the employee meets exclusion criteria.

Benefits Provided. PERA provides retirement, disability, and death benefits. Benefit provisions
are established by state statute and can only be modified by the state Legislature. Vested,
terminated employees who are entitled to benefits, but are not receiving them yet, are bound by
the provisions in effect at the time they last terminated their public service. When a member is
"vested," they have earned enough service credit to receive a lifetime monthly benefit after
leaving public service and reaching an eligible retirement age. Members who retire at or over their
Social Security full retirement age with at least one year of service qualify for a retirement benefit.
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General Employees Plan requires three years of service to vest. Benefits are based on a
member's highest average salary for any five successive years of allowable service, age, and
years of credit at termination of service. Two methods are used to compute benefits for General
Plan members. Members hired prior to July 1, 1989 receive the higher of the Step or Level
formulas. Only the Level formula is used for members hired after June 30, 1989. Under the Step
formula, General Plan members receive 1.2% of the highest average salary for each of the first
10 years of service and 1.7% for each additional year. Under the Level formula, General Plan
members receive 1.7% of the highest average salary for all years of service. For members hired
prior to July 1, 1989, a full retirement benefit is available when age plus years of service equal 90
and normal retirement age is 65. Members can receive a reduced retirement benefit as early as
age 55 if they have three or more years of service. Early retirement benefits are reduced by
0.25% for each month under age 65. Members with 30 or more years of service can retire at any
age with a reduction of 0.25% for each month the member is younger than age 62. The Level
formula allows General Plan members to receive a full retirement benefit at age 65 if they were
first hired before July 1, 1989, or at age 66 if they were hired on or after July 1, 1989. Early
retirement begins at age 55 with an actuarial reduction applied to the benefit.

Benefit increases are provided to benefit recipients each January. The postretirement increase is
equal to 50% of the cost-of-living adjustment (COLA) announced by the SSA, with a minimum
increase of at least 1% and a maximum of 1.5%. The 2025 annual increase was 1.25%.
Recipients that have been receiving the annuity or benefit for at least a full year as of the June 30
before the effective date of the increase will receive the full increase. Recipients receiving the
annuity or benefit for at least one month but less than a full year as of the June 30 before the
effective date of the increase will receive a prorated increase.

Contributions. Minnesota Statutes chapters 353, 353E, 353G, and 356 set the rates for employer
and employee contributions. Contribution rates can only be modified by the state Legislature.

General Plan members were required to contribute 6.50% of their annual covered salary in fiscal
year 2025 and the Authority was required to contribute 7.50% for General Plan members. The
Authority's contributions to the General Employees Fund for the year ended December 31, 2025,
were $383,024. The Authority's contributions were equal to the required contributions as set by
state statute.

General Employees Fund Pension Costs. At December 31, 2025, the Authority reported a liability
of $1,868,652 for its proportionate share of the General Employees Fund's net pension liability.
The Authority's net pension liability reflected a reduction due to the State of Minnesota's
contribution of $16 million. The State of Minnesota is considered a nonemployer contributing
entity and the state's contribution meets the definition of a special funding situation. The State of
Minnesota's proportionate share of the net pension liability associated with the Authority totaled

$45,078.
Authority's proportionate share of the net pension liability $ 1,868,652
State of Minnesota's proportionate share of the net pension
liability associated with the Authority 45,078

Total $ 1,913,730

The net pension liability was measured as of June 30, 2025, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that date. The
Authority's proportion of the net pension liability was based on the Authority's contributions
received by PERA during the measurement period for employer payroll paid dates from July 1,
2024 through June 30, 2025, relative to the total employer contributions received from all of
PERA's participating employers. The Authority's proportionate share was 0.0564% at the end of
the measurement period and 0.0579% for the beginning of the period.
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For the year ended December 31, 2025, the Authority recognized pension expense of $728,434
for its proportionate share of the General Employees Plan's pension expense. In addition, the
Authority recognized an additional $9,022 as pension expense (and grant revenue) for its
proportionate share of the State of Minnesota's contribution of $16 million to the General
Employees Fund.

At December 31, 2025, the Authority reported deferred outflows of resources and deferred inflows
of resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual economic
experience $ 178,042 $ -
Changes in actuarial assumptions 45,024 429,970
Net difference between projected and actual
investment earnings - 743,555
Changes in proportion 280,991 255,586
Contributions paid to PERA subsequent to the
measurement date 205,164 -
Total $ 709,221 $ 1,429,111

The $205,164 reported as deferred outflows of resources related to pensions resulting from
Authority contributions subsequent to the measurement date will be recognized as a reduction of
the net pension liability in the year ended December 31, 2026. Other amounts reported as
deferred outflows and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:

Deferred
Outflows of
Resources and
Deferred Inflows

Years Ending of Resources
December 31: (Net)
2026 $ (45,403)
2027 (468,417)
2028 (278,408)
2029 (132,826)
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Long-Term Expected Return on Investment

The State Board of Investment, which manages the investments of PERA, prepares an analysis
of the reasonableness on a regular basis of the long-term expected rate of return using a
building-block method in which best-estimate ranges of expected future rates of return are
developed for each major asset class. These ranges are combined to produce an expected
long-term rate of return by weighting the expected future rates of return by the target asset
allocation percentages. The target allocation and best estimates of geometric real rates of return
for each major asset class are summarized in the following table:

Long-Term
Expected Real Rate
Asset Class Target Allocation of Return
Domestic Equity 3350 % 5.10 %
International Equity 16.50 5.30
Fixed Income 25.00 0.75
Private Markets 25.00 5.90

Total 100.00 %

Actuarial Methods and Assumptions
The total pension liability for the cost-sharing defined benefit plan was determined by an actuarial
valuation as of June 30, 2025, using the entry age normal actuarial cost method. The long-term
rate of return on pension plan investments used to determine the total liability is 7%. The 7%
assumption is based on a review of inflation and investment return assumptions from a number of
national investment consulting firms. The review provided a range of investment return rates
considered reasonable by the actuary. An investment return of 7% is within that range.
Inflation is assumed to be 2.25% for the General Employees Plan.
Benefit increases after retirement are assumed to be 1.5% for the General Employees Plan.

Salary growth assumptions in the General Employees Plan range in annual increments from
11.5% after one year of service to 3% after 27 years of service.

Mortality rates for the General Employees Plan are based on the Pub-2010 General Employee
Mortality Table. The tables are adjusted slightly to fit PERA's experience

Actuarial assumptions for the General Employees Plan are reviewed every four years. The
General Employees Plan was last reviewed in 2022. The assumption changes were adopted by
the board and became effective with the July 1, 2023 actuarial valuation.

The following changes in actuarial assumptions and plan provisions occurred in 2025:

General Employees Fund

Changes in Actuarial Assumptions:

e The combined service annuity loading factors increased from 15% to 19% for vested
terminated members and from 3% to 44% for nonvested, terminated members.

e The assumed postretirement benefit increase changed from 1.25% to 1.5%.

23



Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Financial Statements
December 31, 2025

Changes in Plan Provisions:

e The postretirement benefit increase formula changed to 100% of the Social Security
annual increase, between 1% and 1.75%, beginning January 1, 2026. If the funded
ratio (on a market value of assets basis) is less than 85% for the last two consecutive
annual valuations or is less than 80% in the most recent actuarial valuation, the
maximum is reduced to 1.5%. Previously, the benefit increase was 50% of the Social
Security annual increase, between 1% and 1.5%.

e The 1% additional employer contribution is eliminated when the plan reaches 98%
funded status (on an actuarial value of assets basis); this contribution was previously
scheduled to stop when the plan reached 100% funded status.

Discount Rate

The discount rate used to measure the total pension liability in 2025 was 7%. The projection
of cash flows used to determine the discount rate assumed that contributions from plan
members and employers will be made at rates set in Minnesota Statutes. Based on these
assumptions, the fiduciary net position of the General Employees Plan was projected to be
available to make all projected future benefit payments of current plan members. Therefore,
the long-term expected rate of return on pension plan investments was applied to all periods
of projected benefit payments to determine the total pension liability.

Pension Liability Sensitivity

The following presents the Authority's proportionate share of the net pension liability for all
plans it participates in, calculated using the discount rate disclosed in the preceding
paragraph, as well as what the Authority's proportionate share of the net pension liability
would be if it were calculated using a discount rate one percentage-point-lower or one
percentage-point-higher than the current discount rate:

1% Decrease in Current 1% Increase to
Discount Rate Discount Rate Discount Rate
(6.0%) (7.0%) (8.0%)
The Authority's proportionate share of the
General Employees Fund net pension
liability (asset) $ 4,538,663 $ 1,868,652 $ (297,327)

Pension Plan Fiduciary Net Position

Detailed information about the pension plan's fiduciary net position is available in a separately
issued PERA financial report that includes financial statements and required supplementary
information. That report may be obtained on the internet at www.mnpera.org.

Postemployment Benefits Other Than Pensions (OPEB)
Plan Description

The Authority provides postemployment health insurance benefits for certain retired
employees under a single-employer defined benefit health care plan. Employees who retired
between January 1, 1983, and January 1, 1995, and employees who were full-time
employees prior to January 1, 1995, and retire from the Authority at or after age 62 with at
least 10 years of full-time service, are eligible to receive hospital/medical benefits to the same
extent as active employees for the life of the retiree or surviving spouse. The Authority will
pay 80% of the premium for these qualifying retirees.

24



Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Financial Statements
December 31, 2025

Active employees who retire from the Authority when eligible to receive a retirement benefit
from PERA who do not qualify for the aforementioned benefits, and do not participate in any
other health benefits program providing coverage similar to that herein described, will be
eligible to continue coverage with respect to both themselves and their eligible dependents
under the Authority's health benefits program. These retirees are required to pay 100% of the
total premium cost. Since the premium is a blended rate determined on the entire active and
retiree population, the retirees are receiving an implicit rate subsidy.

The Authority's employment contract with the Executive Director provides for continuing
family health insurance coverage for a period of 18 months following the termination of their
employment contract. The Authority will provide this benefit.

The Authority participates in the City of Duluth's Joint Powers Enterprise Trust and pays the
required premiums to provide health care benefits for eligible retirees and claimed
dependents. Premiums paid for eligible retirees and claimed dependents for health care
insurance totaled $177,846 in 2025.

No assets have been accumulated in a trust that meets the criteria in paragraph four of
GASB Statement 75. The OPEB plan does not issue a stand-alone financial report.

Benefits Provided

The Authority does not have assets designated to pay for OPEB-related costs. The eligibility
for, amount, duration of and the Authority contributions to the cost of the benefits provided
vary by contract and date of retirement. The Authority is funding this liability on a pay-as-you-
go basis.

Employees Covered by Benefit Terms

As of the January 1, 2025 actuarial valuation, the following employees were covered by the
benefit terms:

Inactive employees or beneficiaries currently receiving benefit

payments 23
Active plan participants 40
Total 63

Total OPEB Liability

The Authority's total OPEB liability of $1,204,055 was measured as of December 31, 2025,
and was determined by an actuarial valuation as of January 1, 2025.

Actuarial Assumptions and Other Inputs

The total OPEB liability in the January 1, 2025 actuarial valuation was determined using the
following actuarial assumptions and other inputs, applied to all periods included in the
measurement, unless otherwise specified:

Inflation 2.20%
Salary increases 3.50%
Health care cost trend 7.50%, decreasing 0.50% per year to an ultimate rate of 4.50%

The discount rate is 4.43%. The discount rate is based on the S&P Municipal Bond
20-Year High-Grade Rate Index.
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Mortality rates are based on the Pub-2010 Headcount-Weighted Mortality Tables with
MP-2021 Generational Improvement Scale.

The following changes in assumptions occurred in 2025:
e The discount rate was changed from 4.28% to 4.43%.

e Per-capita costs were updated to reflect experience since the previous valuation on
January 1, 2023.

e Immediate pre-65 medical trend was increased from 6.50% to 7.50% and immediate
post-65 medical trend was increased from 3.75% to 5.50%.

¢ Ultimate pre-65 medical trend was decreased from 5.00% to 4.50% and ultimate
post-65 medical trend was increased from 3.75% to 4.00%.

Changes in the Total OPEB Liability

Total OPEB
Liability
Balance at January 1, 2025 $ 1,282,477
Changes for the year:
Service cost 9,676
Interest 48,299
Differences between expected and actual experience 49,556
Changes in assumptions (8,107)
Benefit payments (177,846)
Net change (78,422)
Balance at December 31, 2025 $ 1,204,055

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following presents the total OPEB liability of the Authority, as well as what the Authority's
total OPEB liability would be if it were calculated using a discount rate that are one
percentage-point-lower or one percentage-point-higher than the current discount rate:

1% Decrease in Current 1% Increase to
Discount Rate Discount Rate Discount Rate
(3.43%) (4.43%) (5.43%)
Total OPEB liability $ 1,330,700 $ 1,204,055 $ 1,096,678
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Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates

The following presents the total OPEB liability of the Authority, as well as what the Authority's
total OPEB liability would be if it were calculated using healthcare cost trend rates that are
one percentage-point-lower or one percentage-point-higher than the current healthcare cost
trend rates:

1% Decrease to Current 1% Increase to
Healthcare Cost Healthcare Cost Healthcare Cost
Trend Rates Trend Rates Trend Rates
(6.50% (7.50% (8.50%
Decreasing to Decreasing to Decreasing to
3.50%) 4.50%) 5.50%)
Total OPEB liability $ 1,085,839 $ 1,204,055 $ 1,343,597

OPEB Expense, Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

For the year ended December 31, 2025, the Authority recognized OPEB expense of $26,016.
At December 31, 2025, the Authority reported deferred outflows and deferred inflows of
resources related to OPEB as follows:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference between expected and actual experience $ 107,363 $ 25,605
Changes in actuarial assumptions 145,611 225,778
Total $ 252,974 $ 251,383

Amounts reported as deferred outflows and inflows of resources related will be recognized in
OPEB expense in the future fiscal years as follows:

Deferred
Outflows of
Resources and
Deferred Inflows

Years Ending of Resources
December 31: (Net)
2026 $ (23,589)
2027 (11,797)
2028 (37,021)
2029 12,687
2030 15,733
Thereafter 45,578

Naming Rights Agreement

On June 29, 2010, the Authority entered into an agreement with AMSOIL, Inc., for naming rights
to the new arena which was completed in 2010. The agreement grants AMSOIL, Inc., the rights to
name the new arena in exchange for an initial payment of $2,000,000 in 2010 and payments of
$200,000 per year for the years 2011 through 2031.
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Minimum future rents on this agreement as of December 31, 2025 are:

Amount
Years ending December 31:

2026 $ 200,000
2027 200,000
2028 200,000
2029 200,000
2030 200,000

Total $ 1,000,000

Pledge Agreement With City of Duluth

In 2010, the Authority completed construction on a new arena and parking ramp. The total project
cost of $78,285,000 was funded by a state grant of $38,000,000 and City of Duluth general
obligation bond proceeds of $40,285,000.

In March 2016, the City of Duluth issued $33,440,000 in General Obligation Duluth Entertainment
and Convention Center Authority Improvement Refunding Bonds, Series 2016A, to refund the
City of Duluth's Series 2008A Duluth Entertainment and Convention Center Authority
Improvement Bonds of $40,285,000. The transaction resulted in a net present value savings of
$5,414,950.

The Authority entered into a pledge agreement with the City of Duluth dated August 7, 2008, that
requires the Authority to pledge $461,000 per year of Authority revenues beginning in 2012
through the life of the bonds ending in 2034. The pledged revenues will be used in combination
with the City of Duluth's 0.75% food and beverage taxes and University of Minnesota Duluth
lease revenues to repay the principal and interest on the bonds.

Risk Management

The Authority is exposed to various risks of loss related to torts; injuries to employees; theft of,
damage to or destruction of assets; errors or omissions; injuries to employees; or natural
disasters. These risks are covered by commercial insurance purchased from independent third
parties. The Authority did not have a loss exceeding the limits of insurance coverage for any of
the past three years. There were no significant reductions in insurance coverage from the prior
year. The Authority retains the risk of loss for the first $10,000 per occurrence.

Permanent employees are eligible to participate in the City of Duluth Joint Powers Enterprise
Trust for the benefit of governmental units of the City. The Authority pays an annual premium for
health and dental insurance coverage.

Commitments and Contingencies

Claims and judgments are recorded as liabilities if all the conditions of Governmental Accounting
Standards Board pronouncements are met. Claims and judgments are recorded in the financial
statements as expenses when the related liabilities are incurred.

From time to time, the Authority may be party to various other pending claims and legal
proceedings. Although the outcome of such matters cannot be forecasted with certainty, it is the
opinion of management and the Authority's attorney that the likelihood is remote that any such
claims or proceedings will have a material adverse effect on the Authority's financial position or
results of operations.
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Related Parties

During 2025, the City of Duluth contributed $2,373,498 of hotel/motel taxes to the Authority. The
contribution is included as nonoperating revenue on the statement of revenues, expenses and
changes in net position. The City of Duluth also provides various administrative services to the
Authority. Contractual costs of $47,300 for these services are included as operating expenses in
the financial statements.

Budget to Actual
The Duluth Entertainment and Convention Center Authority adopts a budget to be approved by

the Duluth City Council. A summary of the operating budget compared to actual for the year
ended December 31, 2025, follows.

Budget Actual Variance
Operating revenues $ 13,719,862 $ 14,446,796 $ 726,934
Operative expenses 19,183,974 20,259,173 (1,075,199)
Operating income (loss) (5,464,112) (5,812,377) (348,265)
Nonoperating revenues (expenses) 2,334,930 3,065,377 730,447
Change in net position $ (3129,182) $§ (2,747,000) $ 382,182

Subsequent Event
On January 9, 2026, the Authority issued a line of credit in the amount of $4,000,000 with a
variable interest rate at the lower end of the effective federal funds rate plus 0.5% at the time the
draw is requested. Proceeds from draws will be used to ensure adequate cash flow during the
Authority's infrastructure upgrades associated with the State of Minnesota's bonding project

authorized in 2023. Costs incurred will be fully reimbursed by the State. The line of credit matures
December 31, 2028.

Effect of New Accounting Standards on Current Period Financial Statements

The Governmental Accounting Standards Board (GASB) has approved the following:
o Statement No. 103, Financial Reporting Model Improvements
e Statement No. 104, Disclosure of Certain Capital Assets
o Statement No. 105, Subsequent Events

When they become effective, application of these standards may restate portions of these
financial statements.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Schedule of Changes in the Total Other Postemployment Benefits Liability and Related Ratios - Single Employer Plan
Year Ended December 31, 2025

2025 2024 2023 2022 2021 2020 2019 2018
Total OPEB Liability
Service cost $ 9,676 $ 11,101 $ 6,093 § 1,171 $ 1,237 § 10,685  $ 10,323 $ 20,995
Interest 48,299 52,837 54,840 34,764 31,656 54,652 56,444 54,083
Differences between expected and actual experience 49,556 (8,658) 82,346 (24,826) 282,784 - (23,193) -
Changes of assumptions or other inputs (8,107) (35,504) 88,487 (282,600) (340,082) 303,370 (12,701) (85,938)
Benefit payments (177,846) (94,223) (99,505) (96,673) (177,866) (115,449) (116,784) (100,717)
Other changes - - - - - (12,010) - -
Net change in total OPEB liability (78,422) (74,447) 132,261 (368,164) (202,271) 241,248 (85,911) (111,577)
Total OPEB Liability, Beginning 1,282,477 1,356,924 1,224,663 1,592,827 1,795,098 1,553,850 1,639,761 1,751,338
Total OPEB Liability, Ending $ 1,204,055 $ 1,282477 $§ 1,356,924 § 1224663 $§ 1592827 § 1,795098 $ 1,553,850 $§ 1,639,761
Covered-Employee Payroll $ 2568679 $ 2477812 $§ 2,577,985 $ 808,846 $ 781,494 § 2229474 $§ 1846454 $§ 1,783,617
Total OPEB Liability as a Percentage of 46.87% 51.76% 52.64% 151.41% 203.82% 80.52% 84.15% 91.93%

Covered-Employee Payroll

See notes to required supplementary information
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Duluth Entertainment and Convention Center Authority

(A Component Unit of the City of Duluth, Minnesota)

Schedule of Employer's Proportionate Share of the Net Pension Liability - PERA General Employees Retirement Fund
Year Ended December 31, 2025

Employer and

Employer's

State's State's Proportionate
Proportionate Proportionate Share of the
Employer's Employer's Share of the Share of the Net Pension Plan Fiduciary

Employer PERA Fiscal Proportion Proportionate Net Pension Net Pension Liability as Net Position as

Fiscal Year-End Date of the Net Share of the Liability Liability a percentage a Percentage of
Year-End (Measurement Pension Net Pension Associated With Associated With Covered of Covered the Total Pension

Date Date) Liability Liability (a) the Employer (b) Employer (a+b) Payroll (c) Payroll (a/c) Liability
12/31/2025 6/30/2025 0.0564 % $ 1,868,652 $ 45,078 $ 1,913,730 5,071,861 36.84 % 90.80 %
12/31/2024 6/30/2024 0.0579 2,141,096 55,364 2,196,460 4,901,678 43.68 89.10
12/31/2023 6/30/2023 0.0639 3,673,216 98,559 3,671,775 5,082,787 70.30 83.10
12/31/2022 6/30/2022 0.0453 3,687,775 105,120 3,692,895 3,392,720 105.75 76.67
12/31/2021 6/30/2021 0.0161 687,542 21,007 708,549 1,161,133 59.21 87.00
12/31/2020 6/30/2020 0.0476 2,853,838 88,060 2,941,898 3,397,573 84.00 79.06
12/31/2019 6/30/2019 0.0584 3,228,805 100,329 3,329,134 4,123,080 78.31 80.23
12/31/2018 6/30/2018 0.0594 3,295,268 108,005 3,403,273 3,986,093 82.67 79.53
12/31/2017 6/30/2017 0.0623 3,977,191 50,003 4,027,194 3,635,889 109.39 75.90
12/31/2016 6/30/2016 0.0591 4,798,627 62,701 4,861,328 3,620,162 132.55 68.91
Schedule of Employer Contributions - PERA General Employees Retirement Fund
Year Ended December 31, 2025
Contributions in

Employer Relation to the Contributions as

Fiscal Statutorily Statutorily Contribution a Percentage
Year-End Required Required Deficiency Covered of Covered

Date Contributions (a) Contributions (b) (Excess) (a-b) Payroll (c) Payroll (b/c)
12/31/2025 $ 398,174 $ 398,174 $ - $ 5,308,990 7.50 %
12/31/2024 358,029 358,029 - 4,773,726 7.50
12/31/2023 395,092 395,092 - 5,267,893 7.50
12/31/2022 333,132 333,132 - 4,441,760 7.50
12/31/2021 147,718 147,718 - 1,969,573 7.50
12/31/2020 143,804 143,804 - 1,917,387 7.50
12/31/2019 317,245 317,245 - 4,229,933 7.50
12/31/2018 296,680 296,680 - 3,955,733 7.50
12/31/2017 300,466 300,466 - 4,006,219 7.50
12/31/2016 267,844 267,844 - 3,715,149 7.21

See notes to required supplementary information
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Required Supplementary Information
Year Ended December 31, 2025

Other Postemployment Benefits

The amounts determined for each fiscal year were determined as of the calendar year-end that occurred
within the fiscal year.

The Authority is required to present the last 10 fiscal years of data; however, accounting standards allow
the presentation of as many years as are available until 10 fiscal years are presented.

No assets are accumulated in a trust that meets the criteria in paragraph 4 of Statement No. 75.
The following changes of assumptions were reflected in the OPEB actuarial valuations:

2025 Changes
The discount rate was changed from 4.28% to 4.43%.

Per-capita costs were updated to reflect experience since the previous valuation on January 1,
2023.

Immediate pre-65 medical trend was increased from 6.50% to 7.50% and immediate post-65
medical trend was increased from 3.75% to 5.50%.

Ultimate pre-65 medical trend was decreased from 5.00% to 4.50% and ultimate post-65 medical
trend was increased from 3.75% to 4.00%.

2024 Changes

The discount rate was changed from 4.00% to 4.28%.
2023 Changes

The discount rate was changed from 4.31% to 4.00%.

Per-capita costs were updated to reflect experience since the previous valuation as well as the
change in third-party administrators.

The participation percentage for future retirees that pay 100% of the premium rates was
increased from 25% to 40%.

Retirement rates were updated based on the results of the 2023 actuarial experience study.

Terminations were updated based on the results of the 2023 actuarial experience study.
2022 Changes

The discount rate was changed from 2.25% to 4.31%.

The pre-65 medical trend was shifted to maintain the same rate of 8.00%.

The post-65 immediate medical trend was increased to 4.25% to reflect current industry trends
and inflationary environment.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Required Supplementary Information
Year Ended December 31, 2025

2021 Changes
The discount rate was changed from 1.93% to 2.25%.

Per-capita costs were updated to reflect experience since the previous valuation as well as the
change in third-party administrators from HealthPartners to Medica.

Base mortality rates were updated from the RPH-2014 Total Dataset Headcount-Weighted tables
to the new Pub-2010 Headcount-Weighted tables. "Safety" tables were used for police and fire
participants and "General" tables for all others.

The mortality improvement scale was updated from MP-2018 to MP-2020 as of the valuation
date, and again to MP-2021 as of measurement date December 31, 2021.

2020 Changes

The discount rate was changed from 3.64% to 1.93% based on changes in the municipal bond
market.

The additional 1% load applied to Plan liabilities to estimate the impact of potential future excise
taxes on high-cost (Cadillac) plan benefits was removed due to the excise taxes being repealed
via the SECURE Act.

2019 Changes

The discount rate was changed from 3.70% to 3.64% based on changes in the municipal bond
market.

The per-capita costs were updated to reflect experience since the previous valuation.

An additional 1% load was applied to Plan liabilities to estimate the impact of potential future
excise taxes on high-cost (Cadillac) plan benefits.

The mortality improvement scale was updated from MP-2016 to MP-2018.
2018 Changes
The per-capita costs were updated to reflect experience.
The health care trend was shifted to maintain the same immediate rate.
The mortality was updated to reflect more current rates based on the 2014 SOA study.

The actuarial cost method was changed to Entry Age Normal as a level percentage of payroll,
per GASB 75 standards.

The discount rate was changed from 3.25% to 3.70% to reflect the current municipal bond
market.

Public Employees Retirement Association (PERA)

The amounts determined for each fiscal year were determined as of the calendar year-end that occurred
within the fiscal year.

For purposes of these schedules, covered payroll is defined as pensionable wages.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Required Supplementary Information
Year Ended December 31, 2025

Changes in Benefit Terms
There were no changes of benefit terms for any participating employer in the PERA.
Changes in Assumptions and Plan Provisions
General Employees Fund
2025 Changes
Changes in Actuarial Assumptions:

The combined service annuity loading factors increased from 15% to 19% for vested
terminated members and from 3% to 44% for nonvested, terminated members.

The assumed postretirement benefit increase changed from 1.25% to 1.5%.

Changes in Plan Provisions:
The postretirement benefit increase formula changed to 100% of the Social Security annual
increase, between 1% and 1.75%, beginning January 1, 2026. If the funded ratio (on a
market value of assets basis) is less than 85% for the last two consecutive annual valuations
or is less than 80% in the most recent actuarial valuation, the maximum is reduced to 1.5%.

Previously, the benefit increase was 50% of the Social Security annual increase, between 1%
and 1.5%.

The 1% additional employer contribution is eliminated when the plan reaches 98% funded
status (on an actuarial value of assets basis); this contribution was previously scheduled to
stop when the plan reached 100% funded status.

2024 Changes

Changes in Actuarial Assumptions:

Rates of merit and seniority were adjusted, resulting in slightly higher rates.
Assumed rates of retirement were adjusted as follows: increase the rate of assumed
unreduced retirements, slight adjustments to Rule of 90 retirement rates, and slight
adjustments to early retirement rates for Tier 1 and Tier 2 members.
Minor increase in assumed withdrawals for males and females.

Lower rates of disability.

Continued use of Pub-2010 general mortality table with slight rate adjustments as
recommended in the most recent experience study.

Minor changes to form of payment assumptions for male and female retirees.
Minor changes to assumptions made with respect to missing participant data.

Changes in Plan Provisions:

The workers' compensation offset for disability benefits was eliminated. The actuarial
equivalent factors were updated to reflect the changes in assumptions.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Required Supplementary Information
Year Ended December 31, 2025

2023 Changes
Changes in Actuarial Assumptions:

The investment return assumption and single discount rate were changed from 6.50% to
7.00%.

Changes in Plan Provisions:

An additional one-time direct state aid contribution of $170.1 million will be contributed to the
Plan on October 1, 2023.

The vesting period of those hired after June 30, 2010, was changed from five years of
allowable service to three years of allowable service.

The benefit increase delay for early retirements on or after January 1, 2024, was eliminated.

A one-time, noncompounding benefit increase of 2.50% minus the actual 2024 adjustment will
be payable in a lump sum for calendar year 2024 by March 31, 2024.

2022 Changes
Changes in Actuarial Assumptions:
The mortality improvement scale was changed from Scale MP-2020 to Scale MP-2021.
Changes in Plan Provisions:
There were no changes in plan provisions since the previous valuation.
2021 Changes
Changes in Actuarial Assumptions:

The investment return and single discount rates were changed from 7.50% to 6.50%, for
financial reporting purposes.

The mortality improvement scale was changed from Scale MP-2019 to Scale MP-2020.
Changes in Plan Provisions:
There were no changes in plan provisions since the previous valuation.
2020 Changes
Changes in Actuarial Assumptions:

The price inflation assumption was decreased from 2.50% to 2.25%.
The payroll growth assumption was decreased from 3.25% to 3.00%.

Assumed salary increase rates were changed as recommended in the June 30, 2019,
experience study. The net effect is assumed rates that average 0.25% less than previous rates.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Required Supplementary Information
Year Ended December 31, 2025

Assumed rates of retirement were changed as recommended in the June 30, 2019, experience
study. The changes result in more unreduced (normal) retirements and slightly fewer Rule of 90
and early retirements.

Assumed rates of termination were changed as recommended in the June 30, 2019,
experience study. The new rates are based on service and are generally lower than the
previous rates for years 2-5 and slightly higher thereafter.

Assumed rates of disability were changed as recommended in the June 30, 2019, experience
study. The change results in fewer predicted disability retirements for males and females.

The base mortality table for healthy annuitants and employees was changed from the RP-2014
table to the Pub-2010 General Mortality table, with adjustments. The base mortality table for
disabled annuitants was changed from the RP-2014 disabled annuitant mortality table to the
Pub-2010 General/Teacher disabled annuitant mortality table, with adjustments.

The mortality improvement scale was changed from Scale MP-2018 to Scale MP-2019.

The assumed spouse age difference was changed from two years older for females to one year
older.

The assumed number of married male new retirees electing the 100% Joint & Survivor option
changed from 35% to 45%. The assumed number of married female new retirees electing the
100% Joint & Survivor option changed from 15% to 30%. The corresponding number of married
new retirees electing the Life annuity option was adjusted accordingly.
Changes in Plan Provisions:
Augmentation for current privatized members was reduced to 2.0% for the period
July 1, 2020, through December 31, 2023, and 0.0% after. Augmentation was eliminated for
privatizations occurring after June 30, 2020.
2019 Changes
Changes in Actuarial Assumptions:
The morality projection scale was changed from MP-2017 to MP-2018.
Changes in Plan Provisions:
The employer supplemental contribution was changed prospectively, decreasing from $31.0
million to $21.0 million per year. The State's special funding contribution was changed
prospectively, requiring $16.0 million due per year through 2031.
2018 Changes
Changes in Actuarial Assumptions:

The mortality projection scale was changed from MP-2015 to MP-2017.

The assumed benefit increase was changed from 1.00% per year through 2044 and 2.50% per
year thereafter to 1.25% per year.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Required Supplementary Information
Year Ended December 31, 2025

Changes in Plan Provisions:

The augmentation adjustment in early retirement factors is eliminated over a five-year period
starting July 1, 2019, resulting in actuarial equivalence after June 30, 2024.

Interest credited on member contributions decreased from 4.0% to 3.0%, beginning
July 1, 2018.

Deferred augmentation was changed to 0.00%, effective January 1, 2019. Augmentation that
has already accrued for deferred members will still apply.

Contribution stabilizer provisions were repealed.

Postretirement benefit increases were changed from 1.0% per year with a provision to increase
to 2.5% upon attainment of 90% funding ratio to 50% of the Social Security Cost of Living
Adjustment, not less than 1.0% and not more than 1.5%, beginning January 1, 2019.

For retirements on or after January 1, 2024, the first benefit increase is delayed until the retiree
reaches normal retirement age; does not apply to Rule of 90 retirees, disability benefit
recipients or survivors.

Actuarial equivalent factors were updated to reflect revised mortality and interest assumptions.
2017 Changes
Changes in Actuarial Assumptions:
The Combined Service Annuity (CSA) loads were changed from 0.8% for active members and
60% for vested and nonvested deferred members. The revised CSA loads are now 0.0% for

active member liability, 15.0% for vested deferred member liability and 3.0% for nonvested
deferred member liability.

The assumed postretirement benefit increase rate was changed from 1.0% per year for all
years to 1.0% per year through 2044 and 2.5% per year thereafter.

Changes in Plan Provisions:

The State's contribution for the Minneapolis Employees Retirement Fund equals $16.0 million
in 2017 and 2018, and $6.0 million thereafter.

The Employer Supplemental Contribution for the Minneapolis Employees Retirement Fund
changed from $21.0 million to $31.0 million in calendar years 2019 to 2031. The state's
contribution changed from $16.0 million to $6.0 million in calendar years 2019 to 2031.
2016 Changes
Changes in Actuarial Assumptions:

The assumed postretirement benefit increase rate was changed from 1.0% per year through
2035 and 2.5% per year thereafter to 1.0% per year for all years.

The assumed investment return was changed from 7.9% to 7.5%. The single discount rate was
changed from 7.9% to 7.5%.
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Notes to Required Supplementary Information
Year Ended December 31, 2025

Other assumptions were changed pursuant to the experience study dated June 30, 2015. The
assumed future salary increases, payroll growth and inflation were decreased by 0.25% to
3.25% for payroll growth and 2.50% for inflation.

Changes in Plan Provisions:

There were no changes in plan provisions since the previous valuation.
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@ pakertilly

Report on Internal Control
Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of
Financial Statements Performed in Accordance
With Government Auditing Standards and
Minnesota Legal Compliance

Independent Auditors' Report

To the Board of Directors of
Duluth Entertainment and Convention Center Authority

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States (Government Auditing Standards), the financial statements of
the Duluth Entertainment and Convention Center Authority (the Authority), which comprise the Authority's
statement of net position as of December 31, 2025, and the related statements of revenues, expenses and
changes in net position and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our report thereon dated April 28, 2026.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority's internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Authority's internal control. Accordingly, we do not express
an opinion on the effectiveness of the Authority's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses or significant deficiencies
may exist that were not identified.

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of Baker Tilly
International Ltd., the members of which are separate and independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that
provides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities provide tax and consulting services
to their clients and are not licensed CPA firms.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
financial statements. However, providing an opinion on compliance with those provisions was not an objective
of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Minnesota Legal Compliance

In connection with our audit, we noted that the Authority failed to comply with provisions of the Miscellaneous
Provisions of the Minnesota Legal Compliance Audit Guide for Cities, promulgated by the State Auditor
pursuant to Minn. Stat. § 6.65, insofar as they relate to accounting matters as described in the schedule of
findings and responses as item 2025-001. Also, in connection with our audit, nothing came to our attention
that caused us to believe that the Authority failed to comply with the provisions of the contracting - bid laws,
depositories of public funds and public investments, conflicts of interest, public indebtedness, and claims and
disbursements sections of the Minnesota Legal Compliance Audit Guide for Cities, insofar as they relate to
accounting matters. However, our audit was not directed primarily toward obtaining knowledge of such
noncompliance. Accordingly, had we performed additional procedures, other matters may have come to our
attention regarding the Authority's noncompliance with the above referenced provisions, insofar as they relate
to accounting matters.

The Authority's Response to Finding

Government Auditing Standards requires the auditor to perform limited procedures on the Authority's response
to the finding identified in our audit and described in the accompanying schedule of findings and responses.
The Authority's response was not subjected to the other auditing procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on the response.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing

Standards in considering the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

5,/4% 7;% 05/- LLF

Eau Claire, Wisconsin
April 28, 2026
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Duluth Entertainment and Convention Center Authority
(A Component Unit of the City of Duluth, Minnesota)

Schedule of Findings and Responses
Year Ended December 31, 2025

Financial Statement Findings Required to be Reported in Accordance With Government
Auditing Standards

None
Minnesota Legal Compliance Findings

Finding 2025-001: Retroactive Pay

Criteria: According to the Miscellaneous Provisions of the Minnesota Legal Compliance Audit Guide
for Cities, the Authority should refrain from paying retroactive bonuses or pay increases, unless the
bonus or pay increase was paid under a pre-existing agreement or pursuant to collective bargaining.

Condition: One employee received a retroactive pay increase that was not authorized under a
pre-existing agreement or collective bargaining agreement.

Cause: The Authority's controls over compensation approval did not ensure compliance with statutory
requirements for retroactive pay adjustments.

Effect: Authority funds were used in a manner that is inconsistent with Minnesota legal requirements.
Recommendation: The entity should implement and enforce controls to ensure that any retroactive
compensation adjustments are only made when supported by a pre-existing agreement or collective
bargaining provision. Documentation supporting such agreements should be maintained and
reviewed prior to approval.

Views of Responsible Officials: Concur
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Executive summary

April 28, 2026

To the Board of Directors
Duluth Entertainment and Convention Center Authority

We have completed our audit of the financial statements of the Duluth Entertainment and Convention
Center Authority (the Authority) for the year ended December 31, 2025 and have issued our report
thereon dated April 28, 2026. This letter presents communications required by our professional
standards.

Your audit should provide you with confidence in your financial statements. The audit was performed
based on information obtained from meetings with management, data from your systems, knowledge of
your Authority's operating environment and our risk assessment procedures. We strive to provide you
clear, concise communication throughout the audit process and of the final results of our audit.

Additionally, we have included information on key risk areas the Duluth Entertainment and Convention
Center Authority should be aware of in your strategic planning. We are available to discuss these risks as
they relate to your organization's financial stability and future planning.

If you have questions at any point, please connect with us:

e Sheanne Hediger, Principal: sheanne.hediger@bakertilly.com or +1 (612) 876 4599

e Nick Goeman, Director: nick.goeman@bakertilly.com or +1 (612) 876 4868

Sincerely,

Baker Tilly US, LLP

Sheanne Hediger, CPA

Nick Goeman, CPA

THIS COMMUNICATION IS INTENDED SOLELY FOR THE INFORMATION AND USE OF THOSE CHARGED WITH GOVERNANCE, AND, IF APPROPRIATE,
MANAGEMENT, AND IS NOT INTENDED TO BE AND SHOULD NOT BE USED BY ANYONE OTHER THAN THESE SPECIFIED PARTIES.

BAKER TILLY ADVISORY GROUP, LP AND BAKER TILLY US, LLP, TRADING AS BAKER TILLY, ARE MEMBERS OF THE GLOBAL NETWORK OF BAKER TILLY
INTERNATIONAL LTD., THE MEMBERS OF WHICH ARE SEPARATE AND INDEPENDENT LEGAL ENTITIES. BAKER TILLY US, LLP IS A LICENSED CPA FIRM THAT
PROVIDES ASSURANCE SERVICES TO ITS CLIENTS. BAKER TILLY ADVISORY GROUP, LP AND ITS SUBSIDIARY ENTITIES PROVIDE TAX AND CONSULTING
SERVICES TO THEIR CLIENTS AND ARE NOT LICENSED CPA FIRMS. NONATTEST SERVICES ARE PROVIDED BY BAKER TILLY ADVISORY GROUP, LP.


mailto:sheanne.hediger@bakertilly.com
mailto:nick.goeman@bakertilly.com

Responsibilities

Our responsibilities

As your independent auditor, our responsibilities include:

e Planning and performing the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement. Reasonable assurance is a high level of
assurance.

e Assessing the risks of material misstatement of the financial statements, whether due to fraud or
error. Included in that assessment is a consideration of the Authority's internal control over
financial reporting.

e Performing appropriate procedures based upon our risk assessment.

e Evaluating the appropriateness of the accounting policies used and the reasonableness of
significant accounting estimates made by management.

e Forming and expressing an opinion based on our audit about whether the financial statements
prepared by management, with the oversight of those charged with governance:

e Are free from material misstatement

e Present fairly, in all material respects and in accordance with accounting principles generally
accepted in the United States of America

e Performing tests related to compliance with certain provisions of laws, regulations, contracts and
grants, as required by Government Auditing Standards

e Our audit does not relieve management or those charged with governance of their
responsibilities.

We are also required to communicate significant matters related to our audit that are relevant to the
responsibilities of those charged with governance, including:
e Internal control matters

e Qualitative aspects of the Authority's accounting practice including policies, accounting estimates
and financial statement disclosures

e Significant unusual transactions

e Significant difficulties encountered

e Disagreements with management

e Circumstances that affect the form and content of the auditors' report
e Audit consultations outside the engagement team

e Corrected and uncorrected misstatements

e Other audit findings or issues
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Audit status

Significant changes to the audit plan

There were no significant changes made to either our planned audit strategy or to the significant risks and
other areas of emphasis identified during the performance of our risk assessment procedures.
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Audit approach and results

Planned scope and timing

Audit focus
Based on our understanding of the Authority and environment in which you operate, we focused our audit
on the following key areas:

e Key transaction cycles

e Areas with significant estimates

Our areas of audit focus were informed by, among other things, our assessment of materiality. Materiality
in the context of our audit was determined based on specific qualitative and quantitative factors combined
with our expectations about the Authority's current year results.

Key areas of focus and significant findings

Significant risks of material misstatement

A significant risk is an identified and assessed risk of material misstatement that, in the auditors'
professional judgment, requires special audit consideration. Within our audit, we focused on the following
areas below.

Significant risk areas Testing approach Conclusion
Management override of Incorporate unpredictability into Procedures identified provided
controls audit procedures, emphasize sufficient evidence for our audit
professional skepticism and opinion
utilize audit team with industry
expertise
Improper revenue recognition Confirmation or validation of Procedures identified provided
due to fraud certain revenues supplemented sufficient evidence for our audit

with detailed predictive analytics  opinion
based on nonfinancial data and
substantive testing of related

receivables

Other areas of emphasis

We also focused on other areas that did not meet the definition of a significant risk but were determined
to require specific awareness and a unique audit response.

Other areas of emphasis

Cash and investments Revenues and receivables General disbursements

Payroll Pension and OPEB liabilities Long-term obligations

Capital assets Net position calculations Financial reporting and required
disclosures
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Internal control matters

We considered the Authority's internal control over financial reporting as a basis for designing our audit
procedures for the purpose of expressing an opinion on the financial statements. We are not expressing
an opinion on the effectiveness of the Authority's internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were
not identified.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis.

A material weakness is a deficiency or combination of deficiencies in internal control such that there is a
reasonable possibility that a material misstatement of the entity's financial statements will not be
prevented or detected and corrected, on a timely basis. We did not identify any deficiencies in internal
control that we consider to be material weaknesses.

Required communications
Qualitative aspect of accounting practices

e Accounting policies: Management is responsible for the selection and use of appropriate accounting
policies. In accordance with the terms of our engagement letter, we have advised management about
the appropriateness of accounting policies and their application. The significant accounting policies
used by the Authority are described in Note 1 to the financial statements. No new accounting policies
were adopted and the application of existing accounting policies was not changed during 2025. We
noted no transactions entered into by the Authority during the year for which accounting policies are
controversial or for which there is a lack of authoritative guidance or consensus or diversity in
practice.

e Accounting estimates: Accounting estimates, including fair value estimates, are an integral part of the
financial statements prepared by management and are based on management's knowledge and
experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial statements, the
degree of subjectivity involved in their development and because of the possibility that future events
affecting them may differ significantly from those expected. The following estimates are of most
significance to the financial statements:

Management's process to Baker Tilly's conclusions
Estimate determine regarding reasonableness
Net pension liability and Evaluation of information Reasonable in relation to the
related deferrals provided by the Public financial statements as a whole

Employees Retirement
Association (PERA) of

Minnesota
Total OPEB liability and Key assumptions set by Reasonable in relation to the
related deferrals management with the financial statements as a whole
assistance of a third-party
actuary
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Management's process to Baker Tilly's conclusions
Estimate determine regarding reasonableness

Depreciation/amortization Evaluate estimated useful life of Reasonable in relation to the
the asset and original financial statements as a whole
acquisition value

There have been no significant changes made by management to either the processes used to
develop the particularly sensitive accounting estimates or to the significant assumptions used to
develop the estimates noted above.

e Financial statement disclosures: The disclosures in the financial statements are neutral, consistent
and clear.

Significant unusual transactions

There have been no significant transactions that are outside the normal course of business for the
Authority or that otherwise appear to be unusual due to their timing, size or nature.

Significant difficulties encountered during the audit
We encountered no significant difficulties in dealing with management and completing our audit.
Disagreements with management

Professional standards define a disagreement with management as a matter, whether or not resolved to
our satisfaction, concerning a financial accounting, reporting or auditing matter that could be significant to
the financial statements or the auditors' report. We are pleased to report that no such disagreements
arose during the course of our audit.

Audit report
There have been no departures from the auditors' standard report.
Audit consultations outside the engagement team

We encountered no difficult or contentious matters for which we consulted outside of the engagement
team.

Uncorrected misstatements and corrected misstatements

Professional standards require us to accumulate misstatements identified during the audit, other than
those that are clearly trivial and to communicate accumulated misstatements to management. The
schedule within the attachments summarizes the uncorrected misstatements, other than those that are
clearly trivial, that we presented to management that, in our judgment, may not have been detected
except through our auditing procedures. In our judgment, neither the uncorrected misstatements nor the
misstatements that management corrected, either individually or in the aggregate, indicate matters that
could have had a significant effect on the Authority's financial reporting process.

Management has determined that the effects of the uncorrected misstatements are immaterial, both
individually and in the aggregate, to the financial statements as a whole. The uncorrected misstatements
or the matters underlying them could potentially cause future period financial statements to be materially
misstated, even though, in our judgment, such uncorrected misstatements are immaterial to the basic
financial statements under audit.
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Other audit findings or issues

We encountered no other audit findings or issues that require communication at this time.

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Authority's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Management's consultations with other accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters. Management informed us that and, to our knowledge, there were no consultations with other
accountants regarding auditing or accounting matters.

Written communications between management and Baker Tilly

The attachments include copies of other material written communications, including a copy of the
management representation letter.

Compliance with laws and regulations

We did not identify any noncompliance with laws and regulations during our audit, except for the finding
reported within the financial statements related to Minnesota Legal Compliance.

Fraud

We did not identify any known or suspected fraud during our audit.

Going concern

Pursuant to professional standards, we are required to communicate to you, when applicable, certain
matters relating to our evaluation of the Authority's ability to continue as a going concern for a reasonable
period of time but no less than 12 months from the date of the financial statements, including the effects
on the financial statements and the adequacy of the related disclosures and the effects on the auditors'
report. No such matters or conditions have come to our attention during our engagement.

Independence

We are not aware of any relationships between Baker Tilly and the Authority that, in our professional
judgment, may reasonably be thought to bear on our independence.

Related parties

We did not have any significant findings or issues arise during the audit in connection with the Authority's
related parties.
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Other matters

We applied certain limited procedures to the required supplementary information (RSI) that supplements
the basic financial statements. Our procedures consisted of inquiries of management regarding the
methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements and other knowledge we obtained during our
audit of the basic financial statements. We did not audit the RSI and do not express an opinion or provide
any assurance on the RSI.

We were not engaged to report on the additional information which accompanies the financial statements
but is not RSI. We did not audit or perform other procedures on this additional information and we do not
express an opinion or provide any assurance on it.

Nonattest services

The following nonattest services were provided by Baker Tilly:
e Assistance with financial statement preparation
e Adjusting journal entries

None of these nonattest services constitute an audit under generally accepted auditing standards,
including Government Auditing Standards.

© 2025 Baker Tilly US, LLP Page | 9



Board of Directors resources

Our business is to know every aspect of yours and to maintain a constant lookout for what's next. We
invite you to learn about some of the trending challenges and opportunities for public sector organizations
like yours and how Baker Tilly can help.

To explore more trending topics and regulatory updates, visit our resource page at
https://www.bakertilly.com/insights/audit-committee-resource-page.

Funding evaluation and pursuit

Public sector organizations may be eligible for grants, tax credits and other financial
incentives through funding opportunities such as the Inflation Reduction Act, the
Clean Communities Investment Accelerator and the Infrastructure Investment and
Jobs Act.

Baker Tilly can help you navigate, understand and pursue various federal and state
funding sources through grant research and tracking, advising and writing and
management and compliance services.

Digital transformation

Digitizing public services can be a game changer for governments. Streamlining
inefficient processes, providing digital access and delivery of services to meet public
expectations, implementing technology to protect constituent data, leveraging
information to make data-driven decisions and migrating outdated on-premises
systems to the cloud are crucial to an entity's success.

Through these types of digital services, Baker Tilly can help you scale with future
demand and be better positioned to rapidly respond to changing demands.

Cybersecurity

Public sector organizations face significant challenges from cyber threats and IT
regulations. It can feel like you are on the defense keeping up with the latest risks,
regulations and emerging trends. To mitigate risk, you must understand your
organization's unique vulnerabilities, cybersecurity processes and controls.

Baker Tilly can help enhance your cybersecurity posture and ensure compliance with
solutions in IT compliance and security and cybersecurity and data protection to
safeguard your data and navigate complex risk environments.
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Management representation letter
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Duluth Entertainment and Convention Center Authority
SUMMARY OF UNCORRECTED FINANCIAL STATEMENT MISSTATEMENTS

December 31, 2025

DECC

Financial Statements Effect -
Debit (Credit) to Financial Statement Total

Total
Total Assets/ Total Liabilities/ Total Total Expenses/ Change in
Deferred Outflows Deferred Inflows Net Position Revenues Expenditures Net Position
- (18,966) 66,741 - (57,992) (57,992)




Accounting changes relevant to the Duluth
Entertainment and Convention Center
Authority

Future accounting standards update

GASB Potentially

statement impacts
number Description you Effective date

103 Financial reporting model improvements @ 12/31/26
104 Disclosure of certain capital assets @ 12/31/26
105 Subsequent events @ 12/31/27

Further information on upcoming GASB pronouncements.
Changes to the financial reporting model

GASB Statement 103, Financial Reporting Model Improvements, builds on Statement 34 by providing key
targeted improvements to the financial reporting model. Its requirements are designed to:

e Enhance the effectiveness of governmental financial reports in providing information essential for
decision making and assessing a government's accountability, and

e Address certain application issues.

The targeted improvements contained in Statement 103 establish or modify existing accounting and
financial reporting requirements related to:

e Management's discussion and analysis - While the overall requirements do not substantially
change management's discussion and analysis, the modifications are meant to improve the
analysis included in this section and provide details about the items that should be discussed as
currently known facts, decisions or conditions expected to have a significant financial effect in the
subsequent period.

e Unusual or infrequent items (previously known as extraordinary and special items) - The new
statement simplifies GASB literature by eliminating the separate presentation of extraordinary and
special items. Under the requirement of Statement 103, applicable items will either be identified
as unusual, infrequent or both.

e Presentation of the proprietary fund statement of revenues, expenses and changes in fund net
position - The changes are designed to improve consistency around the classification of items in
these statements by better defining what should be included in operating revenues and expenses
and nonoperating revenues and expenses including, for example, the addition of subsidies
received or provided as a new category of nonoperating revenues and expenses.

e Major component unit information and budgetary comparison information - Statement 103 is

designed to improve the consistency of the reporting of major component unit information and
budgetary comparison information by specifying required placement of that information.
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Revisions to disclosures for certain capital assets

Governments are required to provide information on capital assets in the footnotes to the financial
statements as outlined in GASB Statement No. 34. Recent standards have impacted the accounting and
reporting for capital assets and as a result GASB issued Statement No. 104, Disclosure of Certain Capital
Assets to provide enhanced disclosures for certain capital assets, including:

(a) Lease assets reported under Statement No. 87, intangible right-to-use assets reported under
Statement No. 94 and subscription assets reported under Statement No. 96 should all be
disclosed separately and by major class of underlying asset. In addition, if there are any other
intangible assets reported they should also be disclosed separately.

(b) Capital assets that are held for sale should have the ending balance with separate disclosure for
historical cost and related accumulated depreciation as well as any outstanding debt for which the
asset is pledged as collateral disclosed by major class of asset. Assets held for sale are defined
as those for which the government has decided to pursue the sale and it is probable that the sale
will be finalized within one year of the financial statement date.

While these changes are focused on footnote disclosures it is important to plan ahead to ensure the
required information is available for implementation.

Updated guidance for the financial reporting of subsequent events

GASB Statement No. 105, Subsequent Events, which supersedes GASB Statement No. 56, is intended
to enhance consistency in the application of requirements for subsequent events.

The Statement defines subsequent events as transactions or other events that occur after year end but
before the date the financial statements are available to be issued. The date the financial statements are
available to be issued is the date at which (a) the financial statements are complete in a form and format
that complies with generally accepted accounting principles (GAAP) and (b) approvals necessary for
issuance have been obtained or typically the opinion date. The definition of subsequent events in this
Statement modifies the subsequent events time frame throughout the GASB literature.

The Statement also clarifies:

e The different types of subsequent events (recognized and nonrecognized events)
e When note disclosures are required
e The information that should be included in those note disclosures
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Uncorrected misstatements

Financial statement effects - debit (credit) to financial statement total:

Total
Total assets/ liabilities/
Total Total Changes in

deferred deferred
outflows inflows Net position revenues expenses net position

Opinion unit

Major
$ = $ (18,966) $ 66,741 $ - $(57,992) $ (57,992)

Enterprise
Fund - DECC
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Material corrected misstatements

None.
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Two-way audit communications

As part of our audit of your financial statements, we are providing communications to you throughout the
audit process. Auditing requirements provide for two-way communication and are important in assisting
the auditor and you with more information relevant to the audit.

As this past audit is concluded, we use what we have learned to begin the planning process for next
year's audit. It is important that you understand the following points about the scope and timing of our
next audit:

a. We address the significant risks of material misstatement, whether due to fraud or error, through
our detailed audit procedures.

b. We will obtain an understanding of the five components of internal control sufficient to assess the
risk of material misstatement of the financial statements whether due to error or fraud and to
design the nature, timing and extent of further audit procedures. We will obtain a sufficient
understanding by performing risk assessment procedures to evaluate the design of controls
relevant to an audit of financial statements and to determine whether they have been
implemented. We will use such knowledge to:

¢ Identify types of potential misstatements
e Consider factors that affect the risks of material misstatement
e Design tests of controls, when applicable and substantive procedures

c. We will not express an opinion on the effectiveness of internal control over financial reporting or
compliance with laws, regulations and provisions of contracts or grant programs. For audits
performed in accordance with Government Auditing Standards, our report will include a
paragraph that states that the purpose of the report is solely to describe the scope of testing of
internal control over financial reporting and compliance and the result of that testing and not to
provide an opinion on the effectiveness of internal control over financial reporting or on
compliance and that the report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering internal control over financial reporting and
compliance. The paragraph will also state that the report is not suitable for any other purpose.

d. The concept of materiality recognizes that some matters, either individually or in the aggregate,
are important for fair presentation of financial statements in conformity with generally accepted
accounting principles while other matters are not important. In performing the audit, we are
concerned with matters that, either individually or in the aggregate, could be material to the
financial statements. Our responsibility is to plan and perform the audit to obtain reasonable
assurance that material misstatements, whether caused by errors or fraud, are detected.

Our audit will be performed in accordance with auditing standards generally accepted in the United States
of America and Government Auditing Standards.

We will not express an opinion on the effectiveness of internal control over financial reporting or
compliance with laws, regulations and provisions of contracts or grant programs. For audits done in
accordance with Government Auditing Standards, our report will include a paragraph that states that the
purpose of the report is solely to describe (a) the scope of testing of internal control over financial
reporting and compliance and the result of that testing and not to provide an opinion on the effectiveness
of internal control over financial reporting or on compliance and (b) that the report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering internal control over
financial reporting and compliance in considering internal control over compliance. The paragraph will
also state that the report is not suitable for any other purpose.
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We are very interested in your views regarding certain matters. Those matters are listed here:
a. We typically will communicate with your top level of management unless you tell us otherwise.

b. We understand that the governing board has the responsibility to oversee the strategic direction
of your organization, as well as the overall accountability of the entity. Management has the
responsibility for achieving the objectives of the entity.

c. We need to know your views about your organization's objectives and strategies and the related
business risks that may result in material misstatements.

d. We anticipate that the Authority will receive an unmodified opinion on its financial statements.

e. Which matters do you consider warrant particular attention during the audit and are there any
areas where you request additional procedures to be undertaken?

f.  Have you had any significant communications with regulators or grantor agencies?

g. Are there other matters that you believe are relevant to the audit of the financial statements?

Also, is there anything that we need to know about the attitudes, awareness and actions of the governing
body concerning:

a. The entity's internal control and its importance in the entity, including how those charged with
governance oversee the effectiveness of internal control?

b. The detection or the possibility of fraud?

We also need to know if you have taken actions in response to developments in financial reporting, laws,
accounting standards, governance practices or other related matters or in response to previous
communications with us.

With regard to the timing of our audit, here is some general information. If necessary, we may do
preliminary financial audit work during the months of December or January. Our final financial fieldwork is
scheduled during the spring to best coincide with your readiness and report deadlines. After fieldwork, we
wrap up our financial audit procedures at our office and may issue drafts of our report for your review.
Final copies of our report and other communications are issued after approval by your staff. This is
typically 6-8 weeks after final fieldwork but may vary depending on a number of factors.

Keep in mind that while this communication may assist us with planning the scope and timing of the audit,
it does not change the auditors' sole responsibility to determine the overall audit strategy and the audit
plan, including the nature, timing and extent of procedures necessary to obtain sufficient appropriate audit
evidence.

We realize that you may have questions on what this all means or wish to provide other feedback. We
welcome the opportunity to hear from you.
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