TO: Board of Trustees

THROUGH: Tim Callicrate
Board Chairman

FROM: Sara Schmitz .
Trustee

SUBJECT: Review, discuss and possibly take action to approve the amendments
to Policy 15.1.0.; these changes will take effect upon the completion
of the transition plan.

STRATEGIC
PLAN REFERENCE(S): Long Range Principles #2 and #6

DATE:  April 24, 2020

. RECOMMENDATION .

That the Board of Trustees makes a motion to approve the amendments to Policy
15.1.0.; these changes will take effect upon the completion of the transition plan
which is shown below under VI. Comments.

Il BACKGROUND

Policy 15.1.0 Accounting, Auditing, and Financial Reporting — Audit Committee
needs to be revised to more robustly define the oversight responsibilities.

Hl.  FINANCIAL IMPACT AND BUDGET

To be efiective, an Audit Committee should be formally established by the Board
of Trustees, be adequately funded, and properly documented.

The following paragraph is an excerpt from the organization section of the
proposed amendment to Policy 15.1.0:

“Members of the audit committee should obtain an understanding of
accounting, auditing, financial reporting, and internal control to be
able, with the assistance of a financial advisor, fo deliberate on issues
for which the Committee is responsible. Therefore, the Board of
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Review, discuss and possibly take action to -2- April 24, 2020
approve the amendments to Policy 15.1.0,;

these changes will take effect upon the completion

of the transition plan.

V.

Trustees may need to budget for an outside financial advisor to assist
the Committee with the independent conduct of its work. The financial
advisor will be responsible for ensuring the Committee members
receive training relative to internal controls, understanding of financial
reports, internal audit processes, governmental regulations, and other
pertinent information. The advisor should possess the following
qualifications:

A thorough understanding and experience with Generally Accepted
Accounting Principles (GAAP), Government Accounting Standard Board
(GASB), and financial reporting for the public sector

Experience either preparing or auditing financial statements for similar
entities

Experience with accounting estimates and accruals

Experience with financial internal controls

An understanding of the function of an Audit Committee”

ALTERNATIVES

As deemed appropriate during discuss of this topic.

VL.

COMMENTS

Audit Committee Transition Plan

1.

2.

Board of Trustees approval of the proposed amendments to Policy 15.1.0
subject to the completion of this transition plan

Work with the Director of Finance to include the financial advisor role as part
of the external audit engagement.

Solicit applications for At-Large Audit Committee members. Skills desired
include a background in public sector accounting, financial audit experience,
financial internal control experience, financial managerial experience, CPA,
and/or other relevant experience. Residence in Incline Village/Crystal Bay is
not a requirement. Target Date: June 1

Board of Trustees review of applications and scheduling of interviews for
candidates meeting experience requirements. Target Date: July 1

Board appointment of 3 At-Large members to the Audit Committee. Target
Date: July 15

Training of the 3 At-Large members Target Date: August

Transition to the new committee organization with the removal of one
Trustee. Target Date: September

44



Review, discuss and possibly take action to -3- April 24, 2020
approve the amendments to Policy 15.1.0,;

these changes will take effect upon the completion

of the transition plan.

VIl. STRATEGIC PLAN REFERENCE(S)

Long Range Principle #2

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

Long Range Principle #6

The District will engage, interact and educate to promote understanding of
the programs, activities, services, and ongoing affairs.

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

* Provide clear, concise and timely information in multiple, publicly
accessible formats. :

* Ensure that both internal and external communication is responsive,
comprehensive and inclusive.

VIl. BUSINESS IMPACT

The Audit Commitiee, Board, and District leaders are enablihg all of staff to
become actively engaged with the oversight of the District's finances.
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Accounting, Auditing, and Financial Reporting
Audit Committee
Policy 15.1.0

The Incline Village General Improvement District is committed to be proactive,
informed, and providing the highest form of financial accountability to its parcel
owners. Achieving this goal requires clear rules and procedures for making
decisions and their impact on financial results.

The Government Finance Officers Association encourages the effective use of an
audit committee in the public sector and considers this committee an integral
element of public accountability and governance. The Audit Committee plays a key
role with respect to the integrity of the District’s financial information by ensuring
those responsible for financial management (management, auditors, and the
Board of Trustees) meets their respective responsibilities for internal controls
compliance and financial reporting.

To be effective, an audit committee should be formally established by the Board of
Trustees, be adequately funded, and properly documented.

POLICY: The Audit Committee (“Committee”) is to assist the Board of Trustees
fulfill its responsibilities in accordance with Nevada Revised Statutes, District
Policies, Practices, Ordinances, and Resolutions by providing oversight over the
District’s financial reports, the systems of internal controls including the interal
audit plans and reports, and the independent external auditor's assessment of
financial statements,

The Committee will ensure open communication and maintain strong working
relationships with the IVGID Board of Trustees, the General Manager, Director of
Finance, and internal/external auditors.

The Audit Committee Charter shall be reviewed periodically with recommended
changes submitted to the Board of Trustees for approval.

ORGANIZATION: The Committee shall consist of five (5) voting members. This
includes two Board appointed Trustees and three Board appointed qualified At-
Large Members. The Committee can be expanded to an odd number.
Recommendations for expanding the number of voting members will be approved
by the Committee and submitted to the Board of Trustees for approval. The
Committee is to retain a financial advisor, potentially resource from the external
audit firm, to attend meetings, provide guidance and training, as needed.

Members of the Audit Committee should obtain an understanding of accounting,
auditing, financial reporting, and internal control to be able, with the assistance of

Adopted May 6, 2020 1
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Policy 15.1.0

a financial advisor, to deliberate on issues for which the Committee is responsible.
Therefore, the Board of Trustees may need to budget for an outside financial
advisor to assist the Committee with the independent conduct of its work. The
financial advisor will be responsible for ensuring the Committee members receive
training relative to internal controls, understanding of financial reports, internal
audit processes, governmental regulations, and other pertinent information. The
advisor should possess the following qualifications:

e A thorough understanding and experience with Generally Accepted
Accounting Principles (GAAP), Government Accounting Standard Board
(GASB), and financial reporting for the public sector

e Experience either preparing or auditing financial statements for similar
entities

e Experience with accounting estimates and accruals

e Experience with financial internal controls

¢ An understanding of the function of an audit committee

Committee members shall be independent. They shall not accept any consulting,
advisory, or other compensatory fee from the District. All members shall not be an
affiliated person with the District.

e Annually, the Board of Trustees will appoint up to two Trustees to be voting
members. Appointing Trustees to serve successive years increases the
consistency and allows for knowledge retention. In the event a Trustee is
removed or resigns, the Board of Trustees shall appoint a new member to
the committee.

e At-Large Members shall be appointed by the Board of Trustees from
applicants with appropriate expertise with staggering two-year terms.

o Forthe first appointment, one member will serve a one-year term and
the second will serve a two-year term.
o Each subsequent appointment will serve two-year terms.

One voting member of the Committee shall be appointed by the Committee to be
the Chair. The Chair will schedule all Committee meetings and provide Committee
members with a written agenda for each meeting. Committee Members may
request agenda items for the Chair's consideration and approval.

The voting Committee members are limited to two 2-year terms which may be
extended in the event there are no interested and qualified applicants.

Adopted May 6, 2020 g 2

47



A]NCLINE

Q@ \/ILLAGE

GENERAL IMPROVEMENT DISTRICT
ONE DISTRICT ~ ONE TEAM

Accounting, Auditing, and Financial Reporting
Audit Committee
Policy 15.1.0

1.0 Independent auditor reports directly to the Audit Committee

The independent auditor reports directly to the Audit Committee. The Audit
Committee is expected to maintain free and open communication with the
independent auditor and District Staff. This communication may include periodic
executive sessions with each of these parties. The independent auditor is to bring
to the attention of the Committee any additional work required, beyond the scope
of work contained in the engagement agreement, to fulfill their responsibilities.

2.0 Scope of Audit Committee’s authority and responsibilities

It is the responsibility of the Committee to provide independent review and
oversight of:

1. Financial reporting
2. Internal controls
3 The independent audit of financial statements

To fulfill these responsibilities, the Committee must:

2.1 Be independent, effectively communicate, and reinforce
accountability.

2.2  Manage the external independent audit procurement process.

2.2.1 Ascertain that the Request For Proposal (RFP) for a firm to be
retained by the District for the annual financial audit is no more
than five fiscal years with those directly supervising audit staff
rotating at least every two years and audit engagement
partners rotating at least every three years.

2.2.2 Select the independent external auditor.

2.3 Make recommendations to the Board of Trustees and take
subsequent action to engage an external auditor for the District's
Comprehensive Annual Financial Report (CAFR)

2.3.1 Make recommendations on the scope of work including the
identification of funds to be audited.

Adopted May 6, 2020 3
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2.3.2 If deemed necessary, identify and recommend additional
services to be performed.

2.3.3 By March 31st of each year, the Board of Trustees is to
formally designate an external audit firm and inform the
Nevada Department of Taxation.

2.3.4 When appropriate replace the independent external auditors
or auditing firms doing work for the District and initiate the
procurement process (2.2).

2.3.5 Approve the scope of work and audit plans by June of each
year.

2.4  Facilitate the external audit process.

2.4.1 Review and approve formal reports or letters to be submitted
to the external auditor.

2.4.2 Provide an independent forum for (external and/or internal
resources) auditors to report findings or difficulties
encountered during the audit.

2.4.3 Review the auditors’ report of findings and recommendations
with management and the auditor.

2.4.4 Review the CAFR in its entirety, including unaudited sections
and letters.

2.4.5 Follow -up on any corrective action identified.

2.4.6 Submit a written annual Audit Committee Report to the
District's Board of Trustees in conjunction with the
presentation of the annual audit.

2.4.7 Assess the performance of the independent auditors.

2.5 Review the financial statements; quarterly and annually for fair and
accurate reporting.

2.5.1 Review any changes in accounting policy.
2.5.2 Ensure accounting policies are followed.
2.5.3 Review any off-balance sheet financings.

2.6 Review the framework of internal controls; ensuring management

establishes, implements and reviews internal controls on a regular
basis for functionality and effectiveness.

Adopted May 6, 2020 4
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2.6.1 Review the annual internal control audit plan(s).
2.6.2 Review management's annual assessment of their internal
controls for prior year's audit plan.
2.6.3 Evaluate management’s identification of fraud risks, ensure
the implementation of anti-fraud measures and that
management is setting the tone at the top that fraud will not
be accepted in any form.
2.6.4 The Committee may identify a need to engage an extemal
Internal Auditor to address a specific area of concern.
2.6.4.1 The Committee will review and approve or modify
Management's proposal for the scope of work and
selection of the resource.

2.6.4.2 Management is responsible for engaging the
resource to perform the scope of work and
overseeing contract deliverables.

2.6.4.3 Management will have the responsibility for
implementation of identified internal control
changes or enhancements.

2.6.4.4 Management will report the findings and resolutions
to the Committee.

Periodically review the District's code of conduct that promotes
honest and ethical conduct; full, fair, accurate, timely, and
understandable disclosure in periodic reports; and compliance with
applicable policies to ensure it is adequate and up-to-date.

To review and refine as necessary the procedures for the receipt,
retention, and treatment of complaints received by the District, from
the public or anonymous submissions by employees of the District,
regarding accounting, interal accounting controls, auditing matters,
or suspected fraud.

2.8.1 Review and refine as needed the procedures for educating
employees on their individual role in ensuring the District’s financial
integrity.

2.8.2 Ensure employees of the District have an anonymous method
for concerns to be submitted.

2.8.3 Publicize the means for the public and employees to submit
concerns to the Audit Committee.

Adopted May 6, 2020 5
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2.8.4 Review any submissions received, monitor the status of all
submissions, ensure their timely resolution, and the document
handling or disposition.

(FUTURE: Specify the purpose, authority, and responsibilities of the
independent Internal Auditor.

2.9.1 To ensure independence, the Internal Auditor is hired by and
reports to the Committee Chair; this may be an external resource.
2.9.2 Review, approve, and assess the work plan of the Intemal
Auditor.

2.9.3. Evaluate the internal audit program annually based on the
annual report of audits performed, significant findings,
recommendations, and implementation of corrective actions prior to
submission of the annual report to the Board of Trustees.

2.9.4. Review and update as needed the contract for independent
Internal Auditor services).

The Audit Committee is to submit an annual report to the Board of
Trustees assessing the results of its fulfilment of its duties and
responsibilities.

3.0 Meetings

3.1

3.2

3.3

3.4

Meetings are to be conducted in accordance with the state’s Open
Meeting Law NRS 241.

The committee will hold meetings at a minimum of once per quarter.
All members are expected to attend on a regular basis.

Review correspondence to determine if any action is to be taken. If
needed, assign the responsibility to investigate and resolve the
concern/question to the appropriate organizational leader.
Communicate with the submitter, if known, regarding their submitted
concern.

Review all past correspondence with action outstanding. Ensure
responses and/or corrective action is taken in a timely manner.
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3.5  The committee may ask members of management or others to attend
meetings and provide pertinent information as necessary.

3.6 The committee Chair shall establish the agenda for meetings and
provide all briefing materials to members and the public in advance.

3.7 An annual meeting is to be held with the independent external
auditors, the General Manager, (FUTURE: Internal Auditor), the
Director of Finance, legal counsel and anyone else as desired by the
Committee to review the audited annual financial statements
including the Comprehensive Annual Financial Report (CAFR) and
the auditors letter of findings.

Adopted May 6, 2020 7

52



	D. - Agenda - Regular Meeting - 05062020 with page numbers.pdf
	Board of Trustees: Tim Callicrate - Chairman, Matthew Dent, Sara Schmitz, Kendra Wong, and Peter Morris.




