A INCLINE
v ILLAGE NOTICE OF MEETING

GENERAL IMPROVEMENT DISTRICT
ONE DISTRICT ~ ONE TEAM

The Audit Committee Meeting of the Incline Village General Improvement District will be held starting at
3 p.m. on August 10, 2021 at the Chateau, 955 Fairway Boulevard, Incline Village, Nevada.

In accordance with the Governor’s Emergency Directive, all those in attendance will be required
to wear a mask. Thank you, in advance, for your compliance

A. ROLL CALL OF THE AUDIT COMMITTEE MEMBERS*
Cliff Dobler (At-Large Member), Sara Schmitz (Trustee), and Raymond Tulloch (At-Large
Member) (Chair)

B. PUBLIC COMMENTS* - Conducted in accordance with Nevada Revised Statutes Chapter
241.020 and limited to a maximum of three (3) minutes in duration.

C. APPROVAL OF AGENDA (for possible action)
The Audit Committee may make a motion for a flexible agenda which is defined as taking items on the agenda out of
order; combining agenda items with other agenda items; removing items from the agenda; moving agenda items to an
agenda of another meeting, or voting on items in a block.
-OR-

The Audit Committee may make a motion to accept and follow the agenda as submitted/posted.

D. GENERAL BUSINESS ITEMS (for possible action)

1. Update to Audit Committee on work products provided to the Board
0 Whistleblower Policy — pages 3 -7
0 Annual Report from the Audit Committee — pages 8 - 23
(Requesting Audit Committee Member: Audit Committee Chairman Raymond Tulloch)

: External Audit Update from Davis Farr presented by Ms. Jennifer Farr — pages 24 - 27
(Requesting Audit Committee Member: Audit Committee Chairman Raymond Tulloch)

Update presentation on Internal controls — pages 28 - 96
(Requesting Audit Committee Member: Audit Committee Chairman Raymond Tulloch
Requesting Staff Member: Director of Finance Paul Navazio)

eview, discuss and possibly consider recommendations for modifications to Board Fohcy
15.1.0 for submission to the Board of Trustees — pages 97 - 123
(Requesting Audit Committee Member: Audit Committee Chairman Raymond Tulloch)

5. Receipt of IVGID Staff's response to correspondence authored by Audit Committee At-
Large Member Cliff Dobler regarding allocation of Investment Income earned on Cash,
Cash Equivalents and Investments for the IVGID Governmental Funds ONLY for the fiscal
years ending June 30, 2019 and 2020 — pages 124 - 131
(Requesting Audit Committee Member: Audit Committee Chairman Raymond Tulloch;
Requesting Staff Member: Director of Finance Paul Navazio)

Incline Village General Improvement District
Incline Village General Improvement District is a fiscally responsible community partner which provides superior utility services and community
oriented recreation programs and facilities with passion for the quality of life and our environment while investing in the Tahoe basin.
893 Southwood Boulevard, Incline Village, Nevada 89451 e (775) 832-1100 @ FAX (775) 832-1122
www.yourtahoeplace.com
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LONG RANGE CALENDAR REVIEW (for possible action)

Review, discuss and possibly agendize for future Audit Committee meetings outstanding items
on the Audit Committee agenda (Requesting Audit Committee Member: Audit Committee
Chairman Raymond Tulloch — page 132

APPROVAL OF MEETING MINUTES (for possible action)

1. Audit Committee Meeting Minutes of July 13, 2021 — pages 133 -158

PUBLIC COMMENTS* - Conducted in accordance with Nevada Revised Statutes Chapter
241.020 and limited to a maximum of three (3) minutes in duration.

H. ADJOURNMENT (for possible action)

CERTIFICATION OF POSTING OF THIS AGENDA

| hereby certify that on or before Thursday, August 5, 2021 at 9:00 a.m., a copy of this agenda (Audit Committee Session of
August 10, 2021) was delivered to the post office addressed to the people who have requested to receive copies of IVGID's
agendas; copies were either faxed or e-mailed to those people who have requested; and a copy was posted at the following six
locations within Incline Village/Crystal Bay in accordance with NRS 241.020:

1. IVGID Anne Vorderbruggen Building (893 Southwood Boulevard, Incline Village, Nevada; Administrative
Offices)

2. IVGID’s website (www.yourtahoeplace.com/Board of Trustees/Meetings and Agendas)

3. State of Nevada public noticing website (https://notice.nv.gov/)

/s/ Susan A. Herron, CMC
Susan A. Herron, CMC
District Clerk (e-mail: sah@ivgid.org/phone # 775-832-1207)

Audit Committee Members: VACANCY (At-Large Member), VACANCY (Trustee), Cliff Dobler (At-Large Member), Sara
Schmitz (Trustee), and Raymond Tulloch (At-Large Member) (Chair)

Notes: Items on the agenda may be taken out of order; combined with other items; removed from the agenda; moved to the
agenda of another meeting; moved to or from the Consent Calendar section; or may be voted on in a block. Items with a specific
time designation will not be heard prior to the stated time, but may be heard later. Those items followed by an asterisk (*) are
items on the agenda upon which the Board of Trustees will take no action. Members of the public who are disabled and require
special accommodations or assistance at the meeting are requested to call IVGID at 832-1100 at least 24 hours prior to the
meeting. IVGID'S agenda packets are available at IVGID's website, www.yourtahoeplace.com; go to "Board Meetings
and Agendas”.




TO: Audit Committee

FROM: Ray Tulloch
Audit Committee Chair

SUBJECT: Update to Audit Committee on work products provided to the Board

DATE: August 10, 2021

. BACKGROUND

At the Audit Committee meeting of July13, 2021, the Audit Committee reviewed,
discussed and approved final versions of (i) Whistleblower Policy for Financial matters
and (ii) Annual Report from the Audit Committee to the Board

. ACTIONS

As agreed by the Audit Committee final versions of (i) Whistleblower Policy for Financial
matters and (ii) Annual Report from the Audit Committee to the Board have been
forwarded to the Board for consideration. Copies of these documents are attached.

Attachments:

Final Whistleblower Policy

AC Annual report to the Board memo
Exhibit A

Exhibit B



INCLINE VILLAGE GENERAL IMPROVEMENT DISTRICT
WHISTLEBLOWER PROCEDURE

General

The Incline Village General Improvement District (IVGID) expects its employees,
Trustees, and volunteers to observe high standards of business and professional
ethics in the conduct of their duties and responsibilities. Employees and
representatives of IVGID must practice honesty and integrity in fulfilling their
responsibilities and comply with all IVGID Policies, Practices, Resolutions and
Ordinances and other applicable laws and regulations. Moreover, IVGID is
committed to transparency and fostering a “speak up” culture. This Whistleblower
Procedure implements Board of Trustees Policy 15.1.0(2.8).

In addition, IVGID encourages its employees, volunteers, other stakeholders of
the District, and the public to share their questions, concerns, suggestions, or
complaints with their supervisor, Venue Manager, Trustees, General Manager, or
the Audit Committee Chair.

The Whistleblower Procedure includes the following:

e The methods for submission of suspected Misconduct may be reported by
employees, Trustees, volunteers, other stakeholders of the District, and the
public on a confidential and anonymous basis to the extent permitted by
applicable law.

e The process to be followed when a submission of concern is received.

e The receipt, retention, and treatment of suspected Misconduct submissions
received by the Audit Committee regarding IVGID Policies, Practices,
Resolutions, Ordinances and other applicable laws and regulations. The
protection of employees, Trustees, volunteers, other stakeholders of the
District, and the public reporting concerns from retaliatory actions.

Reporting

It is the responsibility of all employees, Trustees, and volunteers to report
Misconduct and/or reasonable suspicions of Misconduct in accordance with this
Whistleblower Procedure. Other stakeholders of the District and the public may
also report Misconduct in accordance with this Whistleblower Procedure.

“Misconduct” means (a) questionable or improper accounting or auditing matters,
(b) violations and suspected violations of federal, state, local laws, and (c)
violations and suspected violations of IVGID Ordinances, Policies, Practices and
Resolutions. “Misconduct” does not include minor, immaterial matters or routine
workplace complaints or disciplinary matters which shall be processed under
applicable Human Resources policies and/or applicable Memorandum of

Understanding.
Proposed July 13, 2021






INCLINE VILLAGE GENERAL IMPROVEMENT DISTRICT
WHISTLEBLOWER PROCEDURE

faith, reports Misconduct shall be subject to retaliation, harassment or public
disclosure except to the extent required by applicable law or, in the case of an
employee, adverse employment consequences. Moreover, any volunteer, Trustee
or employee who retaliates, directly or indirectly, in violation of this procedure,
against someone who has reported Misconduct and/or or reasonable suspicions
of Misconduct in good faith is subject to discipline up to and including removal from
the volunteer position, or termination of employment, or being censured as a
Trustee.

Acting in Good Faith

Anyone raising concerns of Misconduct and/or reasonable suspicions of
Misconduct must be acting in good faith and have reasonable cause for believing
the information disclosed indicates Misconduct. Any allegations that prove to be
made maliciously or knowingly false will be viewed as a serious disciplinary
offense. For employees, this may result in termination. “Good faith” does not mean
that the reporting person must be positive that their report is correct, but rather that
the person is providing all of the information they have and that they believe it to
be true at the time of reporting.

Confidentiality

To the extent permitted by applicable law, reports of Misconduct or suspected
Misconduct will be kept confidential on a "need-to-know" basis, consistent with the
need to conduct an adequate investigation. To the extent permitted by applicable
law, the party leading the investigation shall make every reasonable effort to
ensure the identity of the reporter is not disclosed if such reporter wishes to remain
confidential. If an internal investigation could materially increase the risk of
confidentiality being compromised, the use of an independent third party to
conduct the investigation is recommended. Improper or unauthorized disclosure of
reports of Misconduct or resulting investigations will be viewed as a serious offense
and will result in applicable disciplinary procedures being followed, up to and
including termination of employment if provided under such procedures.

Receipt, Retention, and Treatment — Role of the Audit Committee Chair

The Audit Committee Chair will track and provide quarterly reports on the following
statistics:

1. The number of reported concerns regarding Misconduct received through
the IVGID website or direct reporting fo the Audit Committee Chair, or
passed to the Audit Committee Chair for investigation by another party
receiving a report.

2. The average time to resolve or respond to those concerns.

3. The number of repeated concerns regarding Misconduct submitted.

Proposed July 13, 2021



INCLINE VILLAGE GENERAL IMPROVEMENT DISTRICT
WHISTLEBLOWER PROCEDURE

The Audit Committee Chair will review all concerns under the whistleblower
procedure s/he receives. The following are potential, but not exclusive, options of
action for the Audit Committee Chair which shall be determined in consultation with
General Counsel, unless the Counsel is implicated in which case the Chair shall
consult with the Chair of Board of Trustees:

1. Delegate the investigation to the General Manager when the submission is
outside the Audit Committee responsibilities as defined in Board Policy
15.1.0, Section 2.0.

2. Engage an external independent resource to investigate and provide
recommended corrective actions.

3. Delegate the investigation to the General Manager or General Counsel.

If a concern under the whistleblower procedure is delegated to the General
Manager, s/he is expected to take immediate action while keeping the Audit
Committee Chair informed of the status of the investigation and corrective action
taken. To ignore a concern under the whistleblower procedure will result in action
pursuant to applicable disciplinary procedures, up to and including termination for
inaction. The Audit Committee Chair shall retain ultimate responsibility to ensure
that allegations of Misconduct under the whistleblower procedure are investigated
and resolved in a timely fashion. The Audit Committee Chair has the authority to
take additional action as s/he deems appropriate should s/he deem the
investigation and corrective action is not being dealt with in a timely manner.

Receipt, Retention, and Reporting — Role of the General Manager

The General Manager will track and provide quarterly reports to the Audit
Committee chair on the following statisfics:

1. The number of reported concerns under the whistleblower procedure
regarding Misconduct received through direct reporting to the General
Manager or Human Resources Director, or passed to the General Manager
for investigation by another party receiving a report.

2. The average time to resolve or respond to those concerns.

3. The number of repeated concerns regarding Misconduct submitted.

Proposed July 13, 2021
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TO: Board of Trustees

FROM: Ray Tulloch
Audit Committee Chair

SUBJECT: Annual Report to Board of Trustees from Audit Committee

DATE: July 30, 2021

L. BACKGROUND

Under Board Policy 15.1.2.9 the Audit Committee is to submit an annual report to the
Board of Trustees assessing the results of its fulfillment of its duties and

responsibilities.

At the Audit Committee meeting on July 13, 2021, the Audit Committee reviewed a draft
of Audit Committee actions during the previous year and also discussed and reviewed
Audit committee compliance with, and completion of, a checklist of delegated
responsibilities for the Audit Committee as specified in Board policy 15.1.0.

il. Actions

Based on discussions and review the Audit Committee members prepared the attached
Exhibits A&B for the consideration of the Board as requested by Chair Callicrate at the

Board meeting of July 13.

As the Board will see from Exhibit A, the audit Committee has had a high success rate in
meeting its responsibilities. The review process also helped the committee identify some
of the responsibilities that were no longer applicable and which the committee will
incorporate in their scheduled review of Board Policy 15.1.0.

Exhibit B provides details of the meetings of the Audit Committee during the year and the
topics covered. This involved a total of 14 meetings and with a duration of over 40 hours

Itis the Committee’s view that, for a first year of operation under the revised policy 15.1.0,
this represents a successful record which has also provided the community with
additional transparency on financial aspects of the District's operations.

The Committee will be happy to discuss further with the Board.






3.3 Review correspondence to determine action. If needed assign Accomplished
responsibility to investigate and resolve to the appropriate Moss Adams &
organizational leader Management

3.4 Review past correspondence with action outstanding . Ensure responses | No authority
is taken in a timely manner

3.5 Committee may Invite members of management Accomplished

3.6 Committee Chair fo establish agenda and provide briefing materials Accomplished

3.7 Annual meeting to be held with external auditor, General Manager, the Accomplished

Director of Finance, legal counsel and anyone else to review the annual
financial statements and the Comprehensive Annual Financial Report
and auditors letter of findings
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EXHIBIT B

July 30, 2021

History of Audit Committee Meetings for fiscal year ending June 30, 2021

July 29, 2020 (1 hour 34 minutes)

Acknowledgement of new Audit Committee members

Review Board Policy 15.1

Review Members Roles and Responsibilities

Elected Matthew Dent as Chairman

Review liaison to Edie Bailly

documented by Clifford Dobler and Linda Newman POSTPONED

Verbal Update of Audit by Director of Finance

Audit Time line 6-8-2020 to 10-30-2020

Presentation of IVGID System of Internal Controls by Director of Finance -
POSTPONED

Referral of 14 point of errors in 2019 CAFR by Cliff Dobler and Linda Newman -
REMOVED

August 19, 2020 (2 hours and 55 minutes)

Long Range Calendar

Nominated Matt Dent as liaison with Eddie Bailly

Presentation by Director of Finance on IVGID System of Internal Controls
Director of Finance response to 14 points of errors in 2019 CAFR submitted by
citizens Dobler and Newman

Legal Counsel Joshua Nelson response to Dillion's Rule relating to Donations
and Employee Benefits

September 1, 2020 (1 hour 51 minutes)

Long Range Calendar - Concern about obtaining information from management
Engagement of Moss Adams to report on four issues regarding accounting and
reporting

Discussion with Josh Nelson on Dillion's rule applying to donations and employee
expenditures - Nelson to provide a written opinion.

Discuss citizens communication of improper use of Ad Valorem Taxes - Josh
Nelson researched and found use was proper

September 30, 2020 (1 hour 51 minutes)

Director of Finance VERBAL update on 2019/2020 CAFR

11



e Discussion of Timeline for an RFP for an Independent Auditor for fiscal year
2020/2021 - At large members Dobler and Aaron to draft RFP - Staff on
vacation.

e Review Whistleblower procedure for financial matters - requested by Indra
Winquest (POSTPONED)

e Review of legal Opinion by Josh Nelson regarding application of Dillion's Rule
relating to Donations, Community Programming and Employee expenditures.
(POSTPONED)

October 27, 2020 (2 hours 42 minutes)
e Director of Finance VERBAL update on Internal Controls

e Approve RFP for Independent Auditor for fiscal year 2020/2021

e Review and provide feedback on 2019 MD&A, Transmittal Letter, Welcome
Letter

e Long Range Calendar

November 19, 2020 (5 hours 55 minutes)
e Discussion of MATERIALITY with Tiffany Williamson, representative of Eide

Bailey

e Reviewed and discussed DRAFT Basic Financial Statements and Supplemental
Schedules

e Reviewed status of Moss Adams report on accounting and reporting matters

e Extension Request to the Department of Taxation to file the CAFR

e Update on RFP for new external auditor

e Director of Finance VERBAL update on System of Internal Controls

e Timeline and next steps of moving Community Services and Beach activities to
Enterprise accounting and reporting.

e Receipt of Legal Opinion from Josh Nelson on applicability of Dillon's Rule

December 19, 2020 (2 hours 47 minutes)
e Review and discuss Draft Moss Adams Report on five accounting issues

presented by Jim Lanzarotta representative of Moss Adams -
e Expand scope of work to cover the remaining 16 points of potential erroneous
accounting and reporting

January 20, 2021 (1 hour 48 minutes)
e Director of Finance Presentation of "Final 2019/2020 CAFR" - Was to be

revised

e Acknowledge receipt of letter from Department of Taxation on Notice to Appear
for hearing on January 28, 2021 - Transition to Enterprise fund accounting for
Community Services and Beach activities

January 27, 2021 (5 hours 10 minutes)
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Presentation of Final 2019/2020 CAFR by Director of Finance and Tiffany
Williamson of Edie Bailly

Whistleblower Procedure for Financial Matters - Discussion only
Director of Finance - VERBAL update on Internal Controls

Director of Finance update on Chart of Accounts

Director of Finance update on new External Auditor contract

February 10, 2021 (1 hour 50 minutes)

<]

Recommended Davis Farr LLC as new independent auditing firm for fiscal
2020/2021

Accepted the Moss Adams report on accounting and reporting treatments and an
additional spreadsheet of other questions and clarifications.

Accepted the written annual Audit Committee report to the Board of Trustees as
required by Board Policy 15.1.0 2.4.6 and agreed to forward the report to the
Board of Trustees with recommendation that the 2019/2020 CAFR Transmittal
letter be modified to identify ALL of the concerns and issues brought forth in the
report. Opposition by Dobler on recommendation to Board of Trustees

March 11, 2021 (6 hours 24 minutes)

Extensive review and debate on Whistleblower procedures - No action taken
Extensive review and debate on moving forward on the Internal control
procedures - Obtained 375 pages of documents assumed to be the existing
internal controls

Discussion on a new chart of accounts - No consensus on how the accounts
should be established

Review of five items 1. prior year auditor, items of correction, deliverables,
timeline for 2020/2021 audit and Policy 15.1.0 - Agenda item was not clearly
defined.

Compliance with Dillon' Rule - Review of Nelsons opinion on Employees
Benefits - Committee made affirmative motion to recommend to Board of
Trustees to engage a law firm to create specific policies and practices addressing
employee benefits

Compliance with Dillon's Rule - Review of Nelson's opinion on leasing property to
Non Profits - Committee made affirmative motion to recommend to Board of
Trustees to price all leases of venue property at market rates and for non profits
to cover full operating expenses less 10%

Compliance with Dillion's rule - Providing community programming - not covered
by Nelson's opinion and needs to come back at a future time.

Correspondence - Dobler on Effluent Pipeline meters and equipment -
Chairman decided to put on long range calendar

Correspondence - Dobler and Newman e mail about failure to include
correspondence in Audit committee packet. No resolution but to resubmit.

13



e Correspondence - Dobler and Newman - E mail and report to Moss Adams
James C. Lanzarotta regarding punch cards. Moss Adams report issued - dead.

e Correspondence - Dobler regarding WRRF Aeration Systems Improvements -
proper carryover into 2021 - corrected by Staff

e Correspondence - Dobler regarding IT Infrastructure cost overruns failure to
abide by Board Policy. Winquest to meet with Dobler - Never done.

e Correspondence - Katz - Whistleblower retaliatory issue - Resolved by changes
to draft documents.

e Long Range Calendar

April 29, 2021 (1 hour 56 minutes)
e Reviewed and Discussed Engagement letter with Davis Farr LLC representative

Jennifer Farr - No action taken

e Reviewed and Discussed the Nevada Revised Statutes that relate to the annual
audit. NRS statute 354.486 states the Audit must "Evaluate internal controls
over financial reporting of the handling of the public money and public
property " but Engagement Letter states Davis Farr will only review. Chairman
Dent held over for further review.

e Review, discuss and possibly approve Whistleblower Procedure. Approval of
document with changes was not approved and failed on a 2 to 2 vote.

e Review and discuss and possibly take action on funding Parks through the
General Fund. Deferred

June 9, 2021 (1 hour 44 minutes)
e Approved Davis Farr LLC Audit Schedule/Work Plan

o Request by Cliff Dobler to have new external auditor review 8 items regarding
accounting and financial statement reporting which IVGID management does not
agree with reports from citizens and Moss Adams analysis wherein most items
are not in compliance with GAAP or are materially misrepresented. Future
agenda item

o No progress on overpayments to Contractors

e Determined No policy or internal controls on administering grants

e Agendaitem to make a recommendation to Trustees to Expense certain costs
on recent projects which had been capitalized - Was not addressed lack of time.

e Seven communications from Cliff Dobler - Was not addressed - lack of time

e Long range calendar

e Resignation of Matt Dent as Chairman and Committee Member

June 19, 2021 (2 hours 36 minutes)
o Elected Ray Tulloch as new Chairman of Audit Committee

e Agreed to modify Policy 15.1 to allow an additional at Large Member (Chris
Holet) to fill vacancy of a second Trustee on the Committee since 4 Trustees

14



declined to accept appointment. Agreed to submit several suggested changes in
other sections of the Policy at another future meeting

Reviewed and made changes to Whistleblower Procedure and agreed to attempt
an approval of the final version at the July 13, 2021 Audit Committee Meeting.
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EXHIBIT B

July 26, 2021

History of Audit Committee Meetings for fiscal year ending June 30, 2021

July 29, 2020 (1 hour 34 minutes)

Acknowledgement of new Audit Committee members

Review Board Policy 15.1

Review Members Roles and Responsibilities

Elected Matthew Dent as Chairman

Review liaison to Edie Bailly

documented by Clifford Dobler and Linda Newman POSTPONED
Verbal Update of Audit by Director of Finance

Audit Time line 6-8-2020 to 10-30-2020

Presentation of IVGID System of Internal Controls by Director of Finance -
POSTPONED

Referral of 14 point of errors in 2019 CAFR by Cliff Dobler and Linda
Newman - REMOVED

August 19, 2020 (2 hours and 55 minutes)

Long Range Calendar

Nominated Matt Dent as liaison with Eddie Bailly

Presentation by.Director of Finance on IVGID System of Internal Controls
Director of Finance response to 14 points of errors in 2019 CAFR
submitted by citizens Dobler and Newman

Legal Counsel Joshua Nelson response to Dillion's Rule relating to
Donations and Employee Benefits

September 1, 2020 (1 hour 51 minutes)

Long Range Calendar - Concern about obtaining information from
management

1|Page
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Engagement of Moss Adams to report on four issues regarding accounting
and reporting

Discussion with Josh Nelson on Dillion's rule applying to donations and
employee expenditures - Nelson to provide a written opinion.

Discuss citizens communication of improper use of Ad Valorem Taxes - Josh
Nelson researched and found use was proper

September 30, 2020 (1 hour 51 minutes)

Director of Finance VERBAL update on 2019/2020 CAFR

Discussion of Timeline for an RFP for an Independent Auditor for fiscal year
2020/2021 - At large members Dobler and Aaron to draft RFP - Staff on
vacation.

Review Whistleblower procedure for financial matters - requested by
Indra Winguest (POSTPONED)

Review of legal Opinion by Josh Nelson regarding application of Dillion's
Rule relating to Donations, Community Programming and Employee
expenditures. (POSTPONED)

October 27, 2020 (2 hours 42 minutes)

Director of Finance VERBAL update on Internal Controls
Approve RFP for Independent Auditor for fiscal year 2020/2021

Review and provide feedback on 2019 MD&A, Transmittal Letter,

Welcome Letter
Long Range Calendar

November 19, 2020 (5 hours 55 minutes)

W

om

Discussion of MATERIALITY with Tiffany Williamson, representative of Eide
Bailey

Reviewed and discussed DRAFT Basic Financial Statements and
Supplemental Schedules

Reviewed status of Moss Adams report on accounting and reporting

matters
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Extension Request to the Department of Taxation to file the CAFR
Update on RFP for new external auditor

Director of Finance VERBAL update on System of Internal Controls
Timeline and next steps of moving Community Services and Beach
activities to Enterprise accounting and reporting.

Receipt of Legal Opinion from Josh Nelson on applicability of Dillon's Rule

December 19, 2020 (2 hours 47 minutes)

Review and discuss Draft Moss Adams Report on five accounting issues
presented by Jim Lanzarotta representative of Moss Adams -

Expand scope of work to cover the remaining 16 points of potential
erroneous accounting and reporting

January 20, 2021 (1 hour 48 minutes)

Director of Finance Presentation of "Final 2019/2020 CAFR" - Was to be
revised '

Acknowledge receipt of letter from Department of Taxation on Notice to
Appear for hearing on January 28, 2021 - Transition to Enterprise fund
accounting for Community Services and Beach activities

January 27, 2021 (5 hours 10 minutes)

Presentation of Final 2019/2020 CAFR by Director of Finance and Tiffinay
Williamson of Edie Bailly

Whistleblower Procedure for Financial Matters - Discussion only
Director of Finance - VERBAL update on Internal Controls

Director of Finance update on Chart of Accounts

Director of Finance update on new External Auditor contract

February 10, 2021 (1 hour 50 minutes)

Recommended DavisFarr LLC as new independent auditing firm for fiscal
2020/2021

3|Page
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e Accepted the Moss Adams report on accounting and reporting treatments
and an additional spreadsheet of other questions and clarifications.

e Accepted the written annual Audit Committee report to the Board of
Trustees as required by Board Policy 15.1.0 2.4.6 and agreed to forward the
report to the Board of Trustees with recommendation that the 2019/2020
CAFR Transmittal letter be modified to identify ALL of the concerns and
issues brought forth in the report. Opposition by Dobler on
recommendation to Board of Trustees

March 11, 2021 (6 hours 24 minutes)

e Extensive review and debate on Whistleblower procedures - No action
taken

e Extensive review and debate on moving forward on the Internal control
procedures - Obtained 375 pages of documents assumed to be the
existing internal controls

e Discussion on a new chart of accounts - No consensus on how the accounts
should be established

e Review of five items 1. prior year auditor, items of correction, deliverables,
timeline for 2020/2021 audit and Policy 15.1.0 - Agenda item was not
clearly defined.

e Compliance with Dillon' Rule - Review of Nelsons opinion on Employees
Benefits - Committee made affirmative motion to recommend to Board of
Trustees to engage a law firm to create specific policies and practices
addressing employee benefits

e Compliance with Dillon's Rule - Review of Nelson's opinion on leasing
property to Non Profits - Committee made affirmative motion to
recommend to Board of Trustees to price all leases of venue property at
market rates and for non profits to cover full operating expenses less 10%

e Compliance with Dillion's rule - Providing community programming - not
covered by Nelson's opinion and needs to come back at a future time.

e Correspondence - Dobler on Effluent Pipeline meters and equipment -
Chairman decided to put on long range calendar
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Correspondence - Dobler and Newman e mail about failure to include
correspondence in Audit committee packet. No resolution but to resubmit.
Correspondence - Dobler and Newman - E mail and report to Moss Adams
James C. Lanzarotta regarding punch cards. Moss Adams report issued -
dead.

Correspondence - Dobler regarding WRRF Aeration Systems Improvements
- proper carryover into 2021 - corrected by Staff

Correspondence - Dobler regarding IT Infrastructure cost overruns failure to
abide by Board Policy. Winquest to meet with Dobler - Never done.
Correspondence - Katz - Whistleblower retaliatory issue - Resolved by
changes to draft documents.

Long Range Calendar

April 29, 2021 (1 hour 56 minutes)

Reviewed and Discussed Engagement letter with Davis Farr LLC
representative Jennifer Farr - No action taken

Reviewed and Discussed the Nevada Revised Statutes that relate to the
annual audit. NRS statute 354.486 states the Audit must "Evaluate internal
controls over financial reporting of the handling of the public money and
public property " but Engagement Letter states Davis Farr will only review.
Chairman Dent held over for further review.

Review, discuss and possibly approve Whistleblower Procedure. Approval
of document with changes was not approved and failed on a 2 to 2 vote.
Review and discuss and possibly take action on funding Parks through the
General Fund. Deferred

June 9, 2021 (1 hour 44 minutes)

Approved Davis Farr LLC Audit Schedule/Work Plan

Request by Cliff Dobler to have new external auditor review 8 items
regarding accounting and financial statement reporting which IVGID
management does not agree with reports from citizens and Moss Adams
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analysis wherein most items are not in compliance with GAAP or are
materially misrepresented. Future agenda item

No progress on overpayments to Contractors

Determined No policy or internal controls on administering grants

Agenda item to make a recommendation to Trustees to Expense certain
costs on recent projects which had been capitalized - Was not addressed
lack of time.

Seven communications from Cliff Dobler - Was not addressed - lack of time
Long range calendar

Resignation of Matt Dent as Chairman and Committee Member

June 19, 2021 (2 hours 36 minutes)

Elected Ray Tulloch as new Chairman of Audit Committee

Agreed to modify Policy 15.1 to allow an additional at Large Member (Chris
Holet) to fill vacancy of a second Trustee on the Committee since 4 Trustees
declined to accept appointment. Agreed to submit several suggested
changes in other sections of the Policy at another future meeting

Reviewed and made changes to Whistleblower Procedure and agreed to
attempt an approval of the final version at the July 13, 2021 Audit
Committee Meeting.

6|FPage
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TO: Audit Committee

FROM: Paul Navazio
Director of Finance

Martin Williams
Controller

SUBJECT: Informational Update on Internal Controls

DATE: August 10, 2021

I RECOMMENDATION

Receive an informational update on management’s ongoing review and update of
District-wide internal controls.

. BACKGROUND

The Board of Trustees, Audit Committee and District management have prioritized the
need to review strengthen internal control policies and procedures consistent with
financial management and accountability best practices.

Management has previously presented to the Audit Committee a framework for
strengthening the District’s system of internal controls, to include a process and schedule
for review and update of internal control policies and procedures. (See Audit Committee
Agenda ltem D.2, April 29, 2021). In addition, during the financial statement audit for the
fiscal year ended June 30, 2020, the District’s Independent Auditor identified material
weakness in internal controls over financial reporting that contributed to a significant
number of adjusting journal entries.

This agenda item has been prepared to provide the Audit Committee with an information
update on management’s ongoing efforts related to strengthening the District’s internal
control policies and procedures.

Former Audit Committee At-Large Member Derrek Aaron served as the Commitiee
liaison on Internal Controls and, until his recent resignation, held several meetings with
Staff and provided input on the overall work plan and specific tasks/deliverables as well
as selected policy updates.

Ii. Discussion

Updates to Spending Authority for Purchasing / Contracts
e NRS Guidelines and Policy 3.1 (See Attachment A)
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o Finance and Legal have updated the District’s internal contract award
threshold matrix to reflect compliance with NRS requirements as well as
revisions to Board Policy 3.1.0 (September 2020).

e GM-delegated Spending Authority (See Attachment B)

o Board Policy 3.1.0 establishes, among other things, the General Manager’s
authority related to budget, spending and contract authority. The GM, has,
in turn established specific levels of delegated spending authority to
members of IVGID staff.

e Blanket Purchase Orders

o Prior to September 2020, Board Policy 3.1.0 provided that contracts that are
not subject to the advertising and competitive bidding requirements
established by the NRS may be authorized, approved and executed by the
General Manager.” Board Policy 3.1.0 was revised by the current Board
such that the General Manager's spending authority is now strictly limited to
contracts not exceeding $50,000.

o As such the following guidelines are provided to inform establishment of
blanket purchase orders for planned procurement activities assumed within
the FY2021/22 approved budget.

= Department Directors are generally delegated spending authority to
approve purchase orders up to estimated total amount of $25,000.

= The General Manager must approve Purchase Orders exceeding
$25,000, and up to $50,000.

= Most Purchase Orders exceeding $50,000 require Board approval,
provided that the underlying contract has been exdcuted consistent
with the public bidding requirements set forth in the NRS. (Board
approval of Blanket Purchase Orders is scheduled to be on the
agenda for the meeting of August 25, 2020).

Procurement Cards
e The District participates in a procurement card program through our banking
institution (Wells Fargo) as a means of streamline certain routine purchasing
activities
e All District staff has been advised that all transactions made using a District
procurement card MUST be made in conformity with the District’'s Purchasing
Policy as well as the District’'s Procurement Card policy and procedures.
e Staff is reminded that procurement cards should be used judiciously, and only
when issuance of formal purchase orders through the Accounts Payable
system are not possible, or not required by IVGID purchasing policy.
e Further. Procurement Cards use is discouraged with vendors for which the
District’s level of activity warrants establishment of commercial accounts.
e Staff has Update Procurement Card Authorizations / Approvers
e Monthly spending limits applicable to the District’s procurement card
program have been updated

e Staff has updated documentation required of District staff in order to issue,
cancel, or modify procurement card authorizations, spending limits and
approval thresholds. (Attachment C)
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e Staff has ensured that all Procurement Card accounts for former District
employees are closed and no longer active.

Review of Internal Accounting and Financial Procedures
e The District’'s Controller in the process of reviewing and updating internal
documentation of accounting procedures.
e The following internal procedures have been reviewed by the Director of Finance
(See Attachment D):
o General Ledger and Journal Entries (6.3.3)
o Cash Management (6.3.4)
o Property and Equipment procedures (6.3.9),
o Procurement and Accounts Payable procedures (6.3.10), and
o Adopting Electronic Payment Systems (6.3.15)
e Human Resources and Payroll procedures are currently under review in
conjunction with project to transition to Tyler Munis HRMS/Payroll system

Contract Management

e Contract Approvals / Change Order Tracking — the Director of Finance and Director
of Public Works are working to develop a Contract Approval Form for contracts
and change orders to ensure that documentation and approvals are in compliance
with the requirements established by the NRS, Board Policy and GM-delegated
approval authority.

e Project Close-out Checklist — in response to recommendation included in the Moss
Adams Construction Advisory Report, Public Works staff is updating and
formalizing its internal project close-out check-lists.

Cash Handling Audits
e Finance staff has instituted monthly audits of petty cash handled across all District-
facilities, on a rotational basis, such that every location handling petty cash will be
audited on a quarterly basis.

Utility Billing -

e The District's Controller has identified a potential internal control weakness related
to the procedures used to upload monthly utility billing data from the meter reads
to the billing system. Procedures have been updated to provide for two-person
validation of the meter data being transferred and uploaded to the billing software.

Banking Accounts
e Account Access

o Finance Staff has completed the process of updating authorized access to
the District’'s bank accounts and safe deposit boxes. In the process of
updating access for new staff, as required, it was noted that former District
employees who have had access to the District’s bank accounts were, in
some cases, still listed as authorized users. This has been remedied and
processes are now in place to ensure timely updates of account access
when employees leave District employment.
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e Fraud Prevention Services
o Staff is currently reviewing the level of fraud prevention services provided
through our bank, related to checks and vendor payments. The District has
instituted “Positive Pay” verification for all check issued and is currently in
the process of adding a “Vendor Verification” component to the existing
fraud prevention measures.

Review of Board Policies and Practices —

e Management is currently in the process of updating selected Board Policies and
Procedures

o Capitalization of Fixed Assets (See Attachment E)
= Policy 8.1.0
= Policy 9.1.0 / Practice 9.2.0

o Capital Planning, Budgeting and Capital Expenses
= Policy 12.1.0
= Policy 13.1.0 / Practice 13.2.0

o Fund Balance and Working Capital (See Attachment F)
= Policy 7.1.0 / Practice 7.2.0
= Policy 19.1.0 / Practice 19.2.0

o Central Services Overhead Allocation Plan
= Policy 18.1.0 / Practice 18.2.0

Independent Auditor’s Findings of Material Weaknesses over Financial Reporting

e Adjusting Journal Entries and Adjustments - now that our accounting department
is fully staffed, we have assigned reconciliations, and reviews to various staff to
ensure any issues are investigated and handled timely. Additionally we reconciling
accounts monthly and having them reviewed and approved monthly. The Central
Service adjustments are now being reported net of the expenses, instead of as a
revenue item in the General Fund. These internal control improvements, we
believe, will prepare IVGID for a more streamlined year-end close and audit.

e Capitalization — Staff has reviewed the existing policies and procedures, and is in
the process of reviewing with Board prior to formally updating policies.

e Additionally staff has implemented modifications to chart of accounts for tracking
of capital maintenance expenditures to ensure repair and maintenance items that
do not meet capital criteria are excluded from capitalization and depreciation of
fixed assets.

VI. ATTACHMENTS

Attachment A — General Spending Authority Parameters (NRS and Board Policy)
Attachment B — GM-delegated Spending Authority

Attachment C — Procurement Card Authorization Form — Updated

Attachment D — Updated Finance and Accounting Procedures (Mark-up)
Attachment E — Draft Update to Capitalization Policy

Attachment F — Draft Update to Fund Balance / Working Capital Policies
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Attachment A

General Spending Authority Parameters (NRS and Board Policy)

The following table provides guidance on limits to spending authority as well as NRS
requirements for competitive bidding for construction contracts, professnonal services

and purchases (i.e. commodities).

Ui i i CONTRACT AWARD THRESHOLDS © = S - : ]
Ccnstruct;on Contracts S Professional Services o . Purchases -
- NR5338 b oNRSIRZ . NRs33:
Contract Authority: | . i 5 i NorSubjert to Competitive aldd/ng
Board of Trustees > $50,000 >$50,000 >$50,000
a) NRSrequires contracts over $100,000to be Awarded Based on Qualifications (RFQ) Award To Low Responsible Bidder
Award To Low Responsible Bidder Scope and Cost Negotiated NRS requires Publicly Advertising for Contracts over
b) NRS requires Publicly Advertising S100k; >550,000 requires 2 bids
¢} Contracts under $100,000 require soliciation
of 3 bids
General Manager > $25,000 - $50,000 < $50,000 > $25,000 - $50,000
NRS Requires solicitation of 3 bids Awaorded Based on Qualifications (RFQ) NRS does not require bid solicitation
Scope and Cost To Be Negotiated 1VGID Practice - informal bid solicitation
General Manager <$25,000 e e s - - , s <$25,000
{or Delegagted Authority) NRS does not require bid solicitation : o : L : o NRS does not require bid solicitation
IVGID Practice - informal bid solicitation G e S IVGID Practice - informal bid solicitation
Note 1: Board Policy 3.1.5.f - Provides that:

Contracts proposed or estimated to be over $50,000 must be approved by the Board of Trustees
The Genaral Manager is authorized to approve contracts under $50,000, provided that funds for thatspecific purpose are included in the budget.

Note 2: Assemble Bill 86, signed into law on May 15, 2019, and effective July 1, 2019, effectively raised the dollar amount threshold for advertising of public

agency contracts for non-Public Works contracts, including professional services and procurement contracts from $50,000 to $100,000. These
public advertising thresholds are now consistent with dollar thresholds that were in place for public works constrcution contracts, as defined.
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-6-

Attachment B

August 10, 2021

General Manager- Delegated Spending Authority

GM-Delegated
Spending
Position Authority Comments
Board of Trustees > 850,000 Approves contract > S50K per Board Polici 3.1
General Manager 50,000 Approves contract <= S50K per Board Policy 3.1
Clerk to the Board 10,000 Verify contract at S50K for NRS 338
Verification of BOT notice for items > $25,000 when unbudgeted
Director of Finance 25,000 Verify contract at 550K for NRS 338
Controlier 10,000
Director of Human Resources 10,600
Director of information Technology 10,000
Director of Public Works 25,000
Engineering Manager / Director of Asset Management 10,000
Fleet Superintendant 10,000
Buildings Superintendant 10,000
Utilities Superintendent 10,000
Public Works Administration Manager 5,000
Resource Conservationist 5,000
Director of Community Services 25,000
Superintendent of Parks & Recreation 10,000
Parks Superintendent 10,000
Recreation Center Manager 5,000
Ski Resort General Manager 25,000
Mountain Operations Manager 10,000
tarketing Manager 5,000
Executive Chef 5,000
Sales and Event Coordinator 5,000
Golf Course Merchandiser 5,000
Golf Course Superintendent 10,000
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Attachment B
General Manager- Delegated Spending Authority
(Comparison to Prior Authority)

GM-Delegated Approval Authority

Previous Updated
Position e
Board of Trustees >$50,000 >$50,000 Approves contract >80k S50K for NRS 338
General Manager 50,000 50,000 Approves contract > $50K per Board Policy
Clerk to the Board 10,000 10,000 Verify contract at 386k $50K for NRS 338

Verification of BOT notice foritems > $25,000 when unbudgeted

Director of Finance 10,000 25,000 Verify contract at 260k $50K for NRS 338

Controtler 5,000 10,000

Director of Human Resources 10,000 10,000

Director of Information Technology 10,000

Director of Public Works 50,000 25,000

Engineering Manager / Director of Asset Management 10,000 10,000

Seniorkngineer 5,600

Dbt \Aarle = Acral g;m

Fleet Superintendant 10,000 10,000

Eleet-Machanies 5,880

Buildings Superintendant 10,000 10,000

Utilities Superintendent 10,000 10,000

Litiac Maintan. Speciakist 5000

WateslAL FSupesd 5.000

Waste/\Water OperatoriiSteve Gibbs 5,000

Rublice-Works/Treatment 5,600

Public Works Administration Manager 10,000 5,000

Resource Conservationist 10,000 5,000

Compli SupervisoriChielincpack 5,000

Director of Community Services 10,000 25,000

I’\'r 4 FOaplc D O 1 - Assi AQM _}g'_ggo

Superintendent of Parks & Recreation 10,000

Parks Superintendent 5,000 10,000

Commuppity-SendsasAnabyst 5,000

Recreation Center Manager 5,000 5,000

B ' Sup i Agtat 5,000

R Hon-Superv Rrog 5,000

R Hion-Sup Senior 5,000

R 3 Sup: 1 SpoF: 5,000

Parks-& R Manger—Operat 5,000

Ski Resort General Manager 10,000 25,000

Mountain Operations Manager 5,000 10,000

Lft-Manager 5,000

sl F NGB ) ¥ 1 £ r 'S;QQQ

Ski-Ratrot Director Y s6m

Base-Operations-Manager 5,606

B AdPaskR = tAd e Clerk 5,000

Revenue-Bffice-Manager 5,000

Marketing Manager 5,000 5,000

Sales-Marager 5,000

Executive Chef 10,000 5,000

Sales and Event Coordinator 5,000 5,000

Event-Loordinator 5,660

o ¢ Golt/c 1ty Sesi 5,000

MountainHead-Rrof i 1 5,000

Golf Course Merchandiser 5,000 5,000

Golf Course Superintendent 5,000 10,000
: s . 2500
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Attachment E



| - Capitalization Policy

Background / Preliminary Recommendations (DRAFT)
Board Policy 8.1.0 and 9.1.0

Board Practice 2.9.0

Best Practices / Guidelines
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Review, discuss and provide feedback on draft -5- April 29, 2021
revisions to selected Board Policies and Practices

CAPITALIZATION POLICY
Board Policy 8.1.0
Board Policy 9.1.0

Board Practice 2.9.0

Background:

e Board Policy 8.1.0 relates o “Establishing Estimated Useful Life of Capital
Assets
e Board Policy 9.1.0 relates to Appropriate Capitalization Threshold for
Capital Assets
o Board Practice 2.9.0 relates to Capitalization of Fixed Assets
o Capitalization Threshold: Equipment =$ 5,000
Structures / Improvements = $10,000
o Useful Life 3+ years (All assets categories)

Best Practices and Resources:

e GFOA provides guidance on best practices for development of policies
related to Capitalization Thresholds as well as Estimating Useful Life of
Capital Assels

e Moss Adams, LLP |dentified several observations and recommendations
related to capital asset accounting in their report, “Evaluation of Certain
Accounting and Reporting Matters,” dated January 14, 2021, fo include:

o District's policies and practices should be revised to acknowledge
different stages to a project, definition of costs incurred in each
stage, consistent with established and accepted governmental
accounting practices.

o The District should expense expenditures for feasibility studies and
master plans. Policies should be revised to address the few
circumstances where preliminary engineering, architectural, or
design costs are actually utilized in a capital project and eligible for
capitalization.

o Board policies and practices should be revised to provide for
capitalization of expenditures that truly increase service capacity,
and further, that provide the criteria to be followed in making the
increased service capacity decision on expenditures by nature or
function of the different asset types versus expenditures that should
be expensed.

e Staff has reviewed sample Capitalization Policies provided by consultants,
the District’s Independent Auditor and comparable public agencies.
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Review, discuss and provide feedback on draft -6- April 29, 2021
revisions to selected Board Policies and Practices

CAPITALIZATION POLICY

Preliminary Recommendations:
1) It is recommended that Board Policies 8.1.0 and 9.1.0 be consolidated into
a single, comprehensive Capitalization Policy to include direction related

to:
a.

b.
C.

a.

Capitalization Thresholds

Estimated Useful Life of capital assets

Definition of capital expense to be capitalized versus repair and
maintenance costs to be expensed in period incurred

Distinction of costs incurred at various phases of capital project life-
cycle fo inform expensing of costs incurred prior to establishment of
formal project definition, scope and financing plan. (Cross-reference
to Board Policy 13.1.0 and Board Practice 13.2.0)

2) Board Practice 2.9.0 should be updated to reflect:

a.
b.
c.
d.

e.

Updated numbering sequence (previously Practice 9.2.0)

Specific Capitalization Thresholds for ALL asset types

Default Estimated Useful Life for All asset types

Application of distinction between capital costs to be capitalized and
repairs and maintenance costs to be expensed

Definition of pre-planning costs to be expensed versus capitalized

3) The updated capitalization policy will also need fo reflect implementation of
GASB 87, related to leases, which are required — as of 7/1/21 - to be
reported as “intangible assets” and depreciated of the remaining lease
term(s).
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Review, discuss and provide feedback on draft -7- April 28, 2021
revisions to selected Board Policies and Practices

CAPITALIZATION POLICY
(Sample)

Policy Overview
Capital assets include land, improvements to land, water rights, easements, buildings, building

improvements, vehicles, machinery, equipment, infrastructure, construction in process (CIP), and

all other tangible or intangible assets that are used in operations, that have initial useful lives
extending beyond one year and meets the capitalization threshold.

The District classifies capital assets in the following groups for financial reporting:

2 @ o

Land

Buildings and structures
Venue Improvements
Service Infrastructure
Equipment and Vehicles
Construction in progress

The District’s capitalization threshold shall be as follows:

ASSET CLASS CAPITALIZATION THRESHOLD
Land ..o, All

Building and Structures ..........oceevvinieinenenn. $16;800 $ 25,000

Venue Improvements .......cooeveveiivieeninnnnnn.s $-16;060 § 10,000

Service Infrastructure. .oovvv i e ev i anns $-16,000 §$ 25,000

Equipment and Vehicles ........cocvvviveinininnnen. $-5;006 $10,000

Capital assets purchased by the District are recorded at cost. Capital assets donated to the
District are recorded at fair value on the date accepted.

Items should only be capitalized if they have an estimated useful life of greaterthan-twe three
years of more.

Capital assets are depreciated using the straight-line method over the following estimated useful

lives:

ASSET CLASS YEARS
Buildings and Structures 10-40
Venue Improvements 10-25
Service Infrastructure 5-40
Equipment and Vehicles 3-20

Capital projects will be capitalized if they meet one of the following criteria:

The project is creating a new asset for the District

The project significantly extends the useful life of an asset beyond what was originally
established as the estimated useful life for that asset and/or significantly increases the
service capacity of the asset.
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Improvements, replacement and major repairs of all capital assets, which were approved on the
basis that the alterations or repairs achieve greater future benefits such as improving efficiency or
materially extending the useful life of the asset should be capitalized. Expenditures that simply
maintain a given level of service should be expensed.

Three major categories of costs subsequent to original construction or acquisition are incurred
relative to capital assets:

e Improvements - an improvement is the substitution of a better component for which
possesses superior performance capabilities, whereas a replacement is the substitution of
a similar component.

e Replacement ~ a replacement, which is a substitution of a component of the asset with
one of similar quality is to be expensed. On rare occasions, a replacement can be
considered improvements and be capitalized if it meets certain established criteria.

e Maintenance - certain activities budget as capital projects will be expensed as repair and
maintenance expenses if they meet one of the following criteria:

o The activity is performed on a regular and recurring basis to keep the District’s
assets in their normal operating condition over the course of the originally-
established useful life.

o The project represents a repair activity that restores an asset to its original
condition.

Capital Project Planning

Major capital projects, as defined in Board Policy 12.1.0, will often (but not always) be managed
through the application of distinct project phases. These may include:
e Project Definition

e Planning
e Feasibility
e Design

» Construction

Costs incurred in pre-planning phases, including Master Plans and Project Feasibility Studies
that explore potential capital projects should be expensed. Once a master-planning site-specific
feasibility study results in a defined project, with a specific scope and cost, and the Board
determines that a financing plan is to be developed for inclusion in the District’s Capital
Improvement Budget, costs associated with the capital project are to be capitalized.

To facilitate the tracking of capital project costs to be expensed versus capitalized, the District
will consider establishing separate capital project codes to distinguish between phases where
costs will be expensed and those capital project phases where costs are to be capitalized.

Capital project costs to be capitalized will be reported as Construction In Progress until the
capital project is completed and the capital asset is placed into service.
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Ill - Fund Balance / Working Capital Policy

Background / Preliminary Recommendations (DRAFT)
Board Policy 7.1.0 and 19.1.0

Board Practice 7.2.0 and 19.2.0

Best Practices / Guidelines

" B o n
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Review, discuss and provide feedback on draft -1 April 28, 2021
revisions to selected Board Policies and Practices

FUND BALANCE AND WORKING CAPITAL
Board Policy 7.1.0
Board Practice 7.2.0
Board Policy 19.1.0
Board Practice 19.2.0

Background -

o Board Policy 7.1.0 relates to “Appropriate Level of Fund Balance”
o GFOA and GAAP guidelines and definitions

e Board Practice 7.2.0 relates to “Appropriate Level of Fund Balance”
o Minimum reguirement under NAC 354.650

e Board Policy 170 relates to “Appropriate Level of Working Capital”
o GFOA and GAAP guidelines and definitions

e Board Practice~-~=2:0.relates to “Appropriate Level of Working Capital”

o Operating Working Capital = 25% of Operating Expenses
o Debt = 1-year interest expense
o Capital = 1-year of 3-year average depreciation

Best Practices and Resources:

e GFOA provides guidance on best practices for development of policies
related to Unrestricted Fund Balance and Appropriate Level of Working

Capital for Enterprise Funds.
o Based on “risk” to be mitigated

e Best practices suggest that formal fund balance policies be established to

provide for:
o Appropriate level of fund balance
o Appropriate use(s) of established reserves, and
o Guidelines for replenishment of reserves when used.
e Fund Balance — General Fund
o Nevada Administrative Code (NAC 354.650) establishes a

(minimum) fund balance of 4% of operating expenditures for public
agencies; the NAC further provides for notification/explanation to be
provided to the Department of Taxation in the event that reported

fund balances fall below 4% of actual expenditures.

o The GFOA acknowledges that the appropriate level of fund balance
for the General Fund should take into account each government’s

own unique circumstances, but recommends general-purpose

governments maintain an unrestricted fund balance of no less than

2-months of regular general fund revenues or general fund
expenditures.
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e Working Capital — Enterprise Funds

o GFOA recommends that government’s target for working capital be
no less than 45-days of annual operating expenses (1.5 months).

o The District has contracted with an outside consultant (Raftelis) to
review the Public Works operations and capital asset management
and provide recommendations, to include appropriate level of
working capital to inform update of Board Policy 17.1.0 and Board
Practice 17.2.0.

Preliminary Recommendations:

1) Itis recommended that Board Policy 7.1.0, Board Practice 7.2.0, Board
Policy 17.1.0 and Board Practice 17.2.0 be updated to establish a target
minimum fund balance(s) as well as incorporate fund balance policy
language consistent with GFOA guidelines for best practices

2) It is recommended that Board Policy 17.1.0 and Board Practice 17.2.0
related to Appropriate Levels of Working Capital be updated to establish
appropriate level of working capital for the District’'s Enterprise Funds,
informed by pending recommendations from the review of the Disfrict’s
utility operations by third-party consultant.

a. Debt Service should be reviewed in relation to bond covenants;
usually require annual revenues equal to 100-120% of annual debt
payments, which have priority over operating expenses

b. Policy should distinguish between Capital Reserve (as a % of annual
capital budget or depreciation) and Capital Asset Replacement fund
(as a percentage of five-year CIP).

3) Staff is reviewing the applicability of establishing a Working Capital policy
for its Internal Service Funds; while reported as Enterprise Funds, these
funds activities are generally self-funded with year-end adjustments made
to clear fund balances.

4) Board Practices 7.2.0 and 17.2.0 should also be updated to reflect the
transition of the District's Community Services Fund and Beach Fund from
Special Revenue Funds to Proprietary (Enterprise) Funds.

5) Consideration should be given to consolidating updates to Policies 7.1.0
and 17.1.0 as well as Practices 7.2.0 and 17.2.0 to provide for a
comprehensive Policy and related Practice related to appropriate levels of
fund balance and working capital across all District funds.



Review, discuss and provide feedback on draft -13- April 28, 2021
revisions to selected Board Policies and Practices

Appropriate Level of Fund Balance
Practice 7.2.0 / Practice 19.2.0
(Sample Update)

PRACTICE. It is the practice of the Incline Village General Improvement District,
hereinafter referred to as the District, to maintain Fund Balance in the General Fund and
each governmental or proprietary fund type in a manner which provides for contractual,
bond and customer service obligations, while meeting its routine and non-routine cash flow
requirements and complying with all federal, state and local statutes and regulations.

This policy/practice establishes the minimum level of funding fo be maintained in reserve
within the fund balance of the District’s governmental and proprietary funds, defines the
conditions under which these funds can be utilized, and provides a timeline for
replenishment of reserve funds, when utilized.

1.0 Scope

This Practice shall apply accounting principals as forth in Governmental Accounting
Standards Board (GASB) Statement 54 considering the unique characteristics of the
District. To that end the following measurements will apply to each fund or type:

2.0  Appropriate Level of Fund Balance and Working Capital

General Fund

The policy of the District shall be to maintain a minimum funds balance within the General
Fundof % to provide for economic uncertainty, fluctuations in General Fund revenues
and unforeseen events that may require of unbudgeted expenditures.

In no case shall the fund balance for the District’s General Fund fall below the 4% of
expenditures required under Nevada Administrative Code Section 354.

The appropriate level of fund balance to be maintained in reserve within the District’s
General Fund shall be reviewed annually

Proprietary Fund Types:
Measurements of target working capital furnd-balanees with Stabilization Arrangements:
Community Services ............. Operations - 25% of operating expenses

Debt Service - One year’s payments (or as set by debt
coverage ratio established in bond documents)
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(Capital Expenditure — [ year of a 3 year average
depreciation)

Beach ....cooeecveciciiiiiiiin Operations - 25% of operating expenses
Debt Service - One year’s payments (or as set by debt
coverage ratio established in bond documents)
(Capital Expenditure — I year of a 3 year average
depreciation)

UtIHHES covveceeveenr e Operations - 25% of operating expenses
Debt Service - One year’s payments (or as set by debt
coverage ratio established in bond documents)
Capital Expenditure — 1 year of a 3 year average
depreciation

Internal Services......cccveervennn.. Operations - 25% % of operating expenses

Operating expenses for these calculations do not include depreciation or interest expense
since they are covered by separate definitions.

The appropriate level of working capital to be maintained in reserve within the District’s
enterprise funds shall be reviewed annually.

c L Activitios:

3.0 Appropriate Use of Fund Balances and Working Capital Held in Reserve

The targeted level of fund balance and working capital established by Board policy and
practice serves to address significant short-term issues, including unexpected revenue
shortfalls, higher than anticipated expenditures, or unforeseen emergencies.

It is the intent of the Board of Trustees to limit the use of reserved fund balances to address
unanticipated, non-recurring needs. Fund balances should not be applied to recurring
annual operating expenditures. Fund balances may, however, be applied buffer the
impacts of a loss or reduction in revenues to allow time for the District to restructure its
operations, but such use will only take place in the context of a Board-approved long-term
[financial plan.
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4.6  Excess Fund Balance or Working Capital

At the end of each fiscal year, the Finance Department will report on the audited year-end
budgetary fiscal results. Should actual revenues exceed expenditures, including
contractual obligations and carry-forward items, a year-end surplus shall be reported.

Any year-end operating surplus which results in unrestricted fund balances in excess of
the targefed fund balances established by the Board, shall be deemed available for
allocation to specific needs, subject to Board action. These include:
1) Payments toward unfunded [iabilities, deferred maintenance and asset
replacement, or other non-recurring needs.
2) Transfer to other funds, as deemed appropriate, to offset year-end deficits within
those funds
3) Allocation to capital projects with shortfalls in funding sources and/or to
provide matching funds for awarded grants.
4) Re-appropriation within the subsequent year’s operating budget to provide for
one-tinte, non-recurring needs.

5.0  Replenishment of Fund Balances or Working Capital

If the General Fund fund balance reserve or Enterprise Fund Working Capital reserve are
required to be drawn-down below the minimum level established by Board policy, a plan
will be developed and implemented to replenish fund balances. Replenishing fund balances
will be a priority use of one-time resources, and minimum fund balances will be restored
within a maximum of two fiscal years.

6.0  Definition of Stabilization Arrangement

(To be updated in conjunction with pending Utility Rate Study)

In conformity with GASB Statement 54, the District will establish a stabilization
arrangement only when it includes:

2.0.1 Recognition of the authority by which the arrangement is established
including resolution, ordinance or other action.

2.0.2 When to make additions to the stabilization amount

2.0.3 When stabilization amounts can be spent

2.0.4 That a balance will be reported at each fiscal year end.
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revisions fo selected Board Policies and Practices

7.0  Other Classifications

The District will apply other classifications and accounting standards under GASB 54
including the use of Non-spendable, Restricted, Commifted, Assigned, Unassigned and
Unrestricted when presenting either a Statement of Net Assets or other forms of fund

balance in its financial reports.
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MEMORANDUM

TO: Audit Committee

FROM: Ray Tulloch
Audit Committee Chair

SUBJECT: Review, discuss and possibly consider recommendations for modifications
to Board Policy 15.1.0 for submission to the Board of Trustees

DATE: August 10, 2021

L. RECOMMENDATION

The Audit Committee, Review, discuss and possibly consider modifications to Board
Policy 15.1.0 for submission to the Board of Trustees

IL. BACKGROUND

Board Policy 15.1.0 Accounting, Auditing and Financial Reporting - Audit Committee
should be reviewed and revised periodically to remain relevant and to ensure compliance.
If policies are not periodically reviewed they can become obsolete over time. As there has
now been a full year of operation of the Audit Committee under the current Policy 15.1.0
and during this period there have been some concerns raised over the scope of issues
delegated to the Audit Committee, it is an appropriate time for the Audit Committee to
review, discuss and possibly consider recommendations to the Board for modifications to
Board Policy 15.1.0.

Any recommended modifications would only become effective upon approval by the
Board of Trustees or applicable Board revisions to Policy 15.1.0.

M.  ACTIONS

The attached draft of proposed modifications to Policy 15.1.0 has been based on previous
findings and observations of the Committee. It is intended to provide a starting point for

discussion

IV. ALTERNATIVES

Do not move forward with the proposed review.

V. FINANCIAL IMPACT AND BUDGET

There is no budgetary impact.
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MEMORANDUM

TO: Audit Committee
FROM: Martin Williams
Controller

THROUGH: Paul Navazio
Director of Finance

SUBJECT: Investment Allocation Analysis

REFERENCE: Correspondence authored by Audit Committee At-Large Member
Cliff Dobler regarding allocation of Investment Income earned on
Cash, Cash Equivalents and Investments for the IVGID
Governmental Funds ONLY for the fiscal years ending June 30,
2019 and 2020

DATE: July 23, 2021

In responds to the memo dated June 21, 2021 from Cliff Dobler, | have conducted
an in depth analysis of the investments and the allocation process. | have learned
that historically IVGID tracks investments by the individual fund that purchased the
investment, therefore, allocation of interest across funds would not be needed, nor
following GAAP and GASB.

Although the Community Services and Beach funds were special revenue, and
therefore governmental funds for the last 5 years, through FY2019/2020 the
investments were not processed as pooled investments. Rather, each bond
purchased or LGIP transfer, was tracked independently and all income generated
by said investments were allocated to the fund involved in the investment.

There are two exceptions to this - the interest earned on the money market funds
and the Operational Checking account, which were posted to the Interest Income
account, in the General Fund. The money market interest totaled $13,432.63 in
FY2019 and $15,003.87 in FY2020. The interest earned on the operating checking
account was $19,658.12 in FY2019 and $9,534.91 in FY2020. Although these
amounts have not been allocated historically, we agree they should be allocated
going forward. The below charts shows how much each fund would have received
if we allocate based on balanced as of June 30, 2021.
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570-00-000-0110 1,505,322.30 5.5936%
580-00-000-0110 (780,433.41) -2.9000%
590-00-000-0110 2,967,191.70  11.0258%
620-00-000-0110 (182,765.24) -0.6791%
630-00-000-0110 (174,470.22) -0.6483%
640-00-000-0110 (19,472.03) -0.0724%
650-00-000-0110 (2,220.01) -0.0082%
660-00-000-0110 412,747.67 1.5337%
670-00-000-0110 (2,960.00) -0.0110%
680-00-000-0110 (1,284.99) -0.0048%
690-00-000-0110 1,449.70 0.0054%

Totals 26,911,379.85 100.0000%

925-00-000-0110
950-00-000-0110
990-00-000-0110

349,509.41
72,688.78

27,333,578.04

Investment Allocation Analysis -2- July 23, 2021
G/L# DESCRIPTION BALANCE % of MM FY2019 FY2020
100-00-000-0160 TOTAL 4,401,848.28 30.2281% 4,060.43 4,535.38
200-00-000-0160 TOTAL 4,661,978.53 32.0144% 4,300.38 4,803.41
340-00-000-0160 TOTAL 1,074,928.23 7.3817% 991.55 1,107.54
360-00-000-0160 TOTAL 3,357,273.28 23.0549% 3,096.87 3,459.12
390-00-000-0160 TOTAL 1,066,080.75 7.3209% 983.39 1,098.42
450-00-000-0160 TOTAL 0.00 0.0000% - -
14,562,109.07 100.0000% 13,432.63 15,003.87
G/L# BALANCE % of Cash FY2019 FY2020
100-00-000-0110  4,907,409.66  18.2354% 3,584.75 1,738.73
200-00-000-0110  4,973,750.07  18.4820% 3,633.21 1,762.24
320-00-000-0110 (607,733.26)  -2.2583% (443.93) (215.32)
330-00-000-0110 120,690.27 0.4485% 88.16 42.76
340-00-000-0110 7,160,957.98  26.6094% 523091 2,537.18
350-00-000-0110 924,426.05 3.4351% 675.27  327.53
360-00-000-0110  6,346,215.51  23.5819% 4,635.76  2,248.51
370-00-000-0110  (1,282,100.99)  -4.7642% (936.54)  (454.26)
380-00-000-0110 (54,157.41)  -0.2012% (39.56)  (19.19)
390-00-000-0110  1,394,493.98 5.1818% 1,018.64  494.08
410-00-000-0110 139,209.92 0.5173% 101.69 49.32
420-00-000-0110 (63,397.57)  -0.2356% (46.31)  (22.46)
430-00-000-0110 (60,861.27)  -0.2262% (44.46)  (21.56)
450-00-000-0110 - 0.0000% - -
520-00-000-0110 (877,138.82)  -3.2594% (640.73) (310.78)
530-00-000-0110 (6,262.04)  -0.0233% (4.57) (2.22)
540-00-000-0110 (148,261.99)  -0.5509% (108.30)  (52.53)
550-00-000-0110 228,464.58  0.8490% 166.89 80.95
560-00-000-0110 92,569.71  0.3440% 67.62  32.80



Investment Allocation Analysis -3- July 23, 2021

This allocation would cause a reduction of the General Funds Investment Income
of $25,445.57 in FY19 and $18,264.67 in FY20. While we agree that this income
should be allocated over the funds based on cash balance in the Wells Fargo
Operating account, we do not feel the amounts in the previous years justify a prior
year adjustment.
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TO: Audit Committee

THROUGH: Ray Tolloch

FROM: Clifford F. Dobler

SUBJECT: Misallocation of Investment Earnings on Cash, Cash Equivalents
and Investments - fiscal year 2019 and 2020.

STRATEGIC
PLAN REFERENCE(S): None

DATE: 1-13-2021

.  RECOMMENDATION

That the Audit Committee make a recommendation to the IVGID Board of
Trustees to have Staff correct and properly allocate Investment Earnings to the
various governmental funds apportioned and based on the actual cash, cash
equivalents and investments held in each fund.

L. BACKGROUND and ANALYSIS

See Attached memorandum from Cliff Dobler dated June 21,2021

lll. BID RESULTS

Not required

IV. FINANCIAL IMPACT AND BUDGET

Proper allocation of the Investment Earnings will substantially reduce the Fund
Balance and Net Position in the General Fund and at the same time increase the
fund balances and Net Position in the Community Services and Beach Funds.
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SUBJECT -2- DATE

V. ALTERNATIVES

NONE

V. COMMENTS

The required adjustments will result in either a prior period adjustment
or a restatement of previously issued CAFR's

VIl. STRATEGIC PLAN REFERENCE(S)

None
Vill. BUSINESS IMPACT

None.

or
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June 21, 2021

To: IVGID Audit Committee

From: Cliff Dobler

cc: Board of Trustees, Paul Navazio and Indra Winquest

Re: Misallocation of Investment Income earned on Cash, Cash Equivalents and Investments for the IVGID Governmental Funds
ONLY for the fiscal years ending June 30, 2019 and 2020

Issue

IVGID management did not properly allocate the Investment Income of $563,335 for fiscal year 2019 and $482,109 for fiscal
year 2020 between the governmental funds of IVGID. As such, based on average CASH held in each of the governmental funds,
approximately $490,000 was improperly recorded in the General Fund rather than in the three Community Services Funds and

the three Beach Funds.

Background

Since 2019, the District has been holding in excess of $20,000,000 in Cash, Cash Equivalents and Investments ("CASH") for the
governmental funds most of which have been invested into two main vehicles:

o State of Nevada Local Government investment Pool (LGIP)
o  Wells Fargo Bank - Certificates of Deposits and demand deposits

For the past two years, approximately 60% of the CASH has been held in the pooled LGIP account.

According to the historic distributed interest rates of the LGIP, the annuals yields, calculated by month, have been between
1.99% and 2.54% in 2019 and .92% and 2.47% in 2020. The annual yields from certificates of deposits, administered by Wells
Fargo Bank, are unknown , however, the yields most probably would be in line with the yields produced by the LGIP.

It is unknown how IVGID staff members allocated the Investment Income for both fiscal years between the seven
governmental funds. There is no Board Policy or Practice which provided any insight. Based on the lopsided amounts
allocated to the General Fund a fair and reasonable allocation was not conducted.

This memo only addresses the past two fiscal years but improper allocations have been done since, at least, fiscal year 2015.

Analysis - EXHIBIT A

Exhibit A establishes a fair and reasonable aliocation of the Investment Income based on the average CASH held in each of the

7 funds.

In order to establish a fair and reasonable allocation of the Investment Income, Exhibit A lists the beginning and ending CASH
for the fiscal years 2019 and 2020 and establishes the average CASH for each of the 7 funds.

The average CASH in each fund allocated proportionally to the total CASH held by all funds provides a basis for a fair and
reasonable allocation of the Investment Income.

As indicated, the Investment Income allocated to the General Fund was substantially excessive in relation to the overall
Investment Income based on the average CASH in each fund.

This analysis does NOT include $385,160 of restricted cash.
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The following observations based on the Exhibit A analysis can be seen:

o The investment income of all funds for fiscal year 2019 was $563,325 and produced an annual yield of 2.75% based on
the average CASH of $20.5 million held during the fiscal year. The average cash for the General Fund was only $3.9
million representing only 19% of total CASH, however, received $327,817 or 58% of the investment income. Properly
allocating the investment income based on average CASH held during the year, only $107,168 should have been
allocated to the General Fund. An overstatement of approximately $220,647.

e The investment income for fiscal year 2020 was $482,109 and produced an annual yield of 2.022% based on the
average CASH of $23.8 million held during the fiscal year. The average cash for the General Fund was only $5.1 million
representing only 21% of total CASH but received $372,676 or 77% of the investment income. Properly allocating the
investment income based on average CASH held during the fiscal year, only $102,389 should have been allocated to
the General Fund. An overstatement of 5270,287.

Conclusion - Serious material misstatement of the General Fund's financial condition

An outside investigation and subsequent report on the proper amounts of investment income which should have been
allocated to each of the seven governmental funds must be accomplished as soon as possible. Based on the report, an
adjustment to the various accounts must be made.

This recorded allocation of investment income for 2019 and 2020 substantially favored the General Fund by almost $500,000
in additional Revenues and is a GROSS and MATERIAL misstatement of the financial conditions of the General Fund.

e The Balance Sheet in the 2020 CAFR indicates the General Fund has assets of only $6.2 million thus the overstatement
of almost $500,000 in CASH overstates the General Fund assets by over 8%.

e The Balance Sheet also indicates the Unassigned Fund Balance was only $3.1 million thus the overstatement of almost
$500,000 in CASH overstates the Unassigned Fund Balance by 16%.

e According to the CAFR's, the Excess of Revenues over Expenditures for fiscal year 2019 was overstated by 29% and
for fiscal year 2020 the excess was overstated by 23%.

According to Davis Farr, LLP, the District auditors, any misstatement which exceeds 1% of any of the three bullet items above
is a MATERIAL MISSTATEMENT which should require a restatement of the financial statements for fiscal years 2019 and 2020.

Together with the other recommended and approved corrections of accounting errors in the 2019 and 2020 CAFR's, especially
the expensing of the costs which were improperly capitalized in the Utility Fund may, in the aggregate, constitute a
restatement of the CAFR' for 2019 and 2020. These recommended and approved corrections are to be addressed in the 2021

CAFR.

Exhibit A - Analysis of Allocation of Investment Income - fiscal years 2018/2019 and 2019/2020

130






DATE DAY OF THE | TIME LOCATION COMPLETED ITEMS SLATED FOR CONSIDERATION
WEEK MEMORANDUMS WITH ALL
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COMMITTEE MEMBERS
DUE DATE
LONG RANGE CALENDAR — AUDIT COMMITTEE 1 Wednesday, August 04, 2021
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MINUTES

AUDIT COMMITTEE MEETING OF JULY 13, 2021
Incline Village General Improvement District

The Audit Committee meeting of the Incline Village General Improvement District
was called to order by Audit Committee Chairman Ray Tulloch on Tuesday, July
13, 2021 at 3:00 p.m. at the Chateau, 955 Fairway Boulevard, Incline Village,
Nevada.

A. ROLL CALL OF THE AUDIT COMMITTEE MEMBERS*

On roll call, present were Cliff Dobler (At-Large Member), Sara Schmitz (Trustee),
Raymond Tulloch (At-Large Member, Chairman). Absent was Derrek Aaron (At-

Large Member).

Members of Staff present were Director of Finance Paul Navazio. Members of the
public present were Frank Wright.

Audit Committee Chairman Tulloch said it is unfortunate that we don’t have phone
in public comments and that is something that should be reconsidered as it is not
that easy to get to this meeting; hopefully, the Board will review this at their
meeting.

B. PUBLIC COMMENTS*

Frank Wright said he would like to start with some comments about the lawsuit
with Mark Smith. It came down that there was some invalidity to some of IVGID’s
claims. He is shocked that this community is allowing this to go on. We have a
problem. Audit Committee is the only legitimate group representing us, people are
taking us, we need to go after Mr. Guinasso and get our money back and go after
Trustee Wong. The court order said it adopted the Special Masters report in its
entirety. IVGID’s claim were a joke. Public records should go to the public as this
is a part of democracy. Audit Committee has uncovered a lot of things such as
$100,000 being transferred from Utilities for legal fees. He doesn’t know of
anything that would be for so we have to hold the District accountable as it is
always under minded and try and take away the rights of the people. You need to
ask for an audit to find how much we give away to try and keep this game going
on by Trustees who shouldn’t be elected. They are representing special groups —
golf course taken over by clubs and they vote the way this Board wants them to
vote. They don’t own parcels, don’t represent us, and they do everything Staff asks
for. We need to go after Mr. Guinasso and he should be disbarred. It is wrong and
the Board won’t do that as they are a select group of people who don’t do anything.
Now we have a court order, we will get the e-mails, and we will find out about a lot
of legal crap that has been going on. This makes you complacent and it makes
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you part of the problem. If you don’t do your job, why are you on the Board? Why
did you run? Enough is enough, let's put an end to it. We are going to lose
everything we have, which is really sad. There are people coming forward telling
us all of this stuff, they are telling the truth, and we have the facts. The gig is up
and we all know it.

C. APPROVAL OF AGENDA (for possible action)

Audit Committee At-Large Member Dobler said, regarding General Business ltem
E.1., that the lawyer was actively involved in this item and it was intended for him
to be involved today so maybe he should call in and that he is surprised that he is
not here. District General Manager Winquest said that because of the movement
of the meeting, he had a conflict with this meeting and he is with the NTPUD for
their meeting and that is why he is not attending today. Audit Committee Chairman
Tulloch said that Mr. Nelson has been involved and kept abreast of all the changes
and that this is just a redrafting. Hearing no further changes, Audit Committee
Chairman Tulloch said that the agenda is approved as submitted.

D. AUDIT COMMITTEE CHAIRMAN’S OPENING REMARKS*
The Audit Committee Chairman will be making opening remarks regarding
meeting decorum and procedure (Requesting Audit Committee Member:
Audit Committee Chairman Raymond Tulloch)

Audit Committee Chairman Tulloch said he would like to layout his standards for
his committee and that he thought about bringing a target with him as pot shots
are taken at this committee and that he was persuaded not to bring a target. He
then outlined how he would like the Audit Committee members to behave — follow
the standards of decorum, he doesn’t expect slurs, etc. to be directed to Audit
Committee members, Board members or towards Staff, and he doesn’t expect that
to be done by the same. He expects everyone to behave as they do in their normal
professional life, stay on topic during discussions, and keep him in check on that
as well, and to focus on the topic at hand. He also expects the Audit Committee
members to have read and be familiar with the items as it doesn’t help progress
and the topics at hand if one is just trying to read ahead during the meeting thus
he expects the Audit Committee members to read the packet before the meeting.
Just because we are Audit Committee members, we don’t lose our rights as
members of the public and if they are appropriate, they will be agendized. During
the past year, have learned a lot and some of these issues have diverted us and
we may have missed some other items so let's stay on task. We need to make
sure that the agenda items are on task. He noticed that the public comments are
directed more towards the Board of Trustees. Thank you to all Audit Committee
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members for contributing their time and he hopes to move forward with a proactive
committee. Trustee Schmitz said one thing that she is requesting you do, as a
Chair, is to determine how much detail should be in our meeting minutes. Trustee
Schmitz then drew attention to agenda packet page 47, and stated that this is your
decision and that people do read the meeting minutes, but they just say “gave a
brief overview of the submitted materials”. She will leave up to you on what types
of things we do or don’t want in our meeting minutes. Audit Committee Tulloch said
he agrees with that, and that his personal opinion is that materials should be
included but he doesn’t want to bulk up the packet so he asked District Clerk
Herron to include a summary of the items as a mind jogger. District Clerk Herron
said she would do as requested. Audit Committee At-Large Member Dobler said
he agrees with that 100% and that in the future meetings, we need to start to stay
on topic. We have had 14 meetings since being on this committee and it seems
like several times we start to go off topic and thus it is hard to understand what we
are talking about. Audit Committee Chairman Tulloch said he and Audit Committee
At-Large Member Dobler are two of the biggest challenges and that he will do his
best to keep on topic.

E. GENERAL BUSINESS ITEMS (for possible action)

E.1. Review, discuss, and possibly consider adopting the
Whistleblower Procedure under Board Policy 15.1.2.8
(Requesting Audit Committee Member: Audit Committee
Chairman Raymond Tulloch)

Audit Committee Chairman Tulloch said that we have spent the last three or
four meetings going over drafts and with the assistance of Mr. Nelson and
Trustee Schmitz, this is the cleaned up version. We came to an agreement
at the last meeting and that it is his view that the policy is now in the condition
for submittal to the Board of Trustees. Trustee Schmitz said all of the edits
are consistent with what they have discussed with the exception of agenda
packet page 13 and that is when the scope of the Audit Committee read that
it is related to accounting and audit controls or suspected fraud — that is the
definition of the Audit Committee. We delegate the investigation to the
District General Manager when the submission is not related to internal
accounting and audit controls or suspected fraud because that would be
outside of the definition of the Audit Committee. Audit Committee At-Large
Member Dobler said he isn’t following. Trustee Schmitz said go to agenda
packet page 18, it says delegate the investigation to the District General
Manager when the concern is outside of the Whistleblower procedure, her
suggestion is when it is outside the scope of the Audit Committee. To her,
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this #1 is supposed to clarify how these items should be handled. Audit
Committee At-Large Member Dobler said under 2.0 Scope of Audit
Committee and Authorities and Responsibilities. Trustee Schmitz said her
suggestion is that #1 should say, delegate to District General Manager
outside of the Audit Committee responsibilities, and that is the gist of what
she is trying to say. Audit Committee At-Large Member Dobler said he
agrees. Audit Committee Chairman Tulloch said he agrees with that change
so let’'s make that change. Audit Committee At-Large Member Dobler said
there was a redlined version, we have red, blue and yellow lines — is there a
code? Audit Committee Chairman Tulloch said red and blue reflect different
editors. Trustee Schmitz said she was asked to red line it and that her
changes were items that were done at the last meeting and she thinks that
Audit Committee Chairman Tulloch changes are in blue. Audit Committee
At-Large Member Dobler asked about yellow. Audit Committee Chairman
Tulloch said those are the items that were asked about at the last meeting
and deletions. The blue is just a cleanup and that Audit Committee At-Large
Member Dobler used the dictionary definition and it is a defined term so it is
defined and that is why it is in the policy. Trustee Schmitz said going to back
to what should be clearly stated, agenda packet page 6, Item 2, Scope of
the Audit Committee authority and responsibilities, which she then read. This
should be tied back and say “outside of the scope of Policy 15.1.0, 2.0”, and
Audit Committee Chairman Tulloch said he wants to add 2.8 in its entirety,
which is agenda packet page 8. Trustee Schmitz said leave it at 2.0 and
Audit Committee Chairman Tulloch agreed. Audit Commitiee At-Large
Member Dobler said here is the problem he has, if you go to agenda packet
page 15, look at definition of misconduct, there is an A., B., and C. One of
the things that is our primary responsibility is internal controls — if there is
ever going to be misconduct, it will be with internal controls. His problem
with this whole thing is that he doesn’t like the idea that where we are trying
to draft a contract as he has always hired a contract attorney to do this work
so we can pass it if you want, it is up to you guys. Audit Committee Chairman
Tulloch said internal controls would be covered under procedures and
policies and that the difficulty is if you try to be too specific and detail all the
items, you will run the risk of failure of the mission. With any legal
proceedings, when you define one or two things, then you are expected to
define everything. We can include it under general heading and cover
internal controls with policies and procedures. Trustee Schmitz said she
does understand the point and that it is covered because it says all IVGID
policies. Audit Committee Chairman Tulloch said yes, if not, we have much
more serious issues. Director of Finance Navazio said if as drafted does this
cover internal controls? He would say yes as it is pretty comprehensive.
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Trustee Schmitz made a motion to forward to the Board of Trustees,
for their consideration, the revised Whistleblower procedure as shown
with one minor revision to change the delegation of the investigation
to General Manager when the submission is outside the Audit
Committee responsibilities as defined in Policy 15.1.0, Section 2.0.
Audit Committee At-Large Member Dobler seconded. Audit
Committee Chairman Tulloch asked for any further comments,
receiving none, he called the question and the motion was passed
unanimously.

E.2. Review and discuss the performance of the external auditors
(Eide Bailly) for the fiscal year ending June 30, 2020 as required
by Board Policy 15.1.0, subparagraph 2.4.7 (Requesting Audit
Committee Member: Audit Committee At-Large Member Cliff
Dobler)

Audit Committee At-Large Member Dobler said what was interesting was
what was said back on March 11 when we had it on as an agenda item. One
of our items is to assess the performance of Eide Bailly, auditor for the June
30, 2020 financial statements. First, the assessment of performance is a
funny way of saying things and that the performance would have to be were
they following their audit plan. Unfortunately, he thinks that the plan was
sketched out on the back of a napkin as there are four or five items. He
would like to make a few comments about his thoughts about the auditor.
He would like to see us expound on our performance to what maybe their
audit plan was as he would imagine it. His thoughts are that we met with Ms.
Tiffany Williamson of Eide Bailly two times; the first time was November 19,
2020 and she was brought in to discuss something that is dear to his heart
and it was to discuss materiality to which we never got an answer as it was
a secret. Even though in many writings, by various authorities, they defined
it as a percentage of this and that. If you recall when Ms. Jennifer Farr came
in for her first meeting with us, she defined it right off the bat as 1%. He
thought that was pretty bad with Eide Bailly so it was left wide open and
therefore her judgement. In October, what really disturbed him was that he
asked the previous Audit Committee Chairman that while Linda Newman
and he had given 27 points of concern with the 2019 Comprehensive Annual
Financial Report, 6 were being handled by Moss Adams thus that left a total
of 17 that he thought we should get answers from Eide Bailly. Former Audit
Committee Chairman Dent had a telephone conversation with Ms.
Williamson and he called me and gave me a rundown of the points that either
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needed to be restated, immaterial, handled next year or corrected, etc. and
he asked if he would get it in writing from Eide Bailly as that would resolve
their 21 points — we never got anything in writing. We met next on the 27"
of January of 2021 as we have to approve the Comprehensive Annual
Financial Report because our backs were against the wall. Our backs are
never against the wall. There were three questions that the Audit Committee
had put in their report that said (1) the statement of activities was incorrect
with the facility fee as a General Fund revenue; (2) is the facility fees for
capital and debt service could not have been picked up for revenues for the
Special Revenue Fund; and (3) charge off of expenses on the effluent
pipeline. Ms. Williamson’s answers were ridiculous. The first thing on the
statement of activities she said because it is a general revenue is because
it is on the tax bill. The facility and beach fees are collected by Washoe
County on our behalf and they are defined as to what they are to be used
for, separated into three parts, so that was a dumb answer. Audit Chairman
Tulloch reminded Audit Committee At-Large Member Dobler of his previous
comments and to please keep on track. Audit Committee At-Large Member
Dobler said he is and that the second and third thing was the charge off for
the pipeline; there was considerable data presented on that and the answer
we got back was that she had done testing and all items should have been
capitalized however if you go back to the answers she gave to former Audit
Committee Chairman Dent back in October, the amounts had to be written
off and statements would have to restated. His whole point is if it is our job
to be with the auditor and resolve these problems, he doesn’t see that we
got those results. Trustee Schmitz said, as a sidebar here, one of the things
that the Audit Committee should do is how do we evaluate the auditor and
how do we evaluate ourselves? Audit Committee At-Large Member Dobler’s
approach of looking at the work plan is valid, and this year, with Davis Farr,
we have a much more detailed and comprehensive work plan as we can do
check ins. Last year, it was a little bit in the dark on and when we were going
to be getting documentation. Going forward, she does think it will be better
this year but we need to identify how we do the evaluation and she thinks it
should be to their work plan. Audit Committee Chairman Tulloch said we can
come back to some of the points on E.4. and he agrees with the approach
of evaluation based on the work plan. There are a lot of learning points there.
Materiality = it is/was very refreshing to hear that definition by Ms. Farr and
he is comfortable with that so we are both on the same page as it is an
important item. It is not really definitive on how much you total up non-
material items to get to materiality, it is something he does in his audits, and
one can add up some things. Materiality is key and he is assuming that the
auditors are addressing that in their work plan. The other point is that these
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2.0

2.1

items are properly minuted and ensuring that they are taking up items that
they should.

E.3. Review, discuss and come to an agreement on the content for
the annual report (review draft outline as submitited by Audit
Committee At-Large Member Cliff Dobler) to be submitted to the
Board of Trusiees assessing the resulis of the fulfilment of the
Audit Committee’s duties and responsibilities as required by
Board Policy 15.1.0, Section 2.9 (Requesting Audit Committee
Member: Audit Committee Chairman Raymond Tulloch)

Audit Committee Chairman Tulloch said he is grateful to Audit Committee
At-Large Member Dobler for summarizing the meetings of our last years and
there was a lot of work done and if you look at the time of the meetings, that
is significant, as we raised a number of important issues. The feedback that
he has received is that people welcomed the transparency he has brought.
Audit Committee At-Large Member Dobler said that the Audit Committee is
required by Policy 15.1.0, paragraph 2.9, to submit a report to the Board of
Trustees with assessing our duties and responsibilities. This is open to
discussion as we had a lot of duties and responsibilities with some areas
being almost impossible and some others where we did quite well. Audit
Committee At-Large Member Dobler then referenced agenda packet pages
28 and 29, Exhibit A, and stated that it would be good to attach Exhibit B, on
agenda packet pages 30-33, which was a list of each meeting where he
drew a summary, from the minutes, of all the things they were hit with and
that was addressed and now it is time to discuss it. Going back to agenda
packet page 28 and starting at the beginning, he doesn’t know if we covered
all of them or just those that he didn’t know how to answer. A couple of them
are kind of interesting. Audit Committee Chairman Tulloch said let’s run
through them and noted that we spent 43 hours as the Audit Committee.
Audit Committee At-Large Member Dobler said we spent 43 hours which is
the life of 10 ants and that his neighbor works for Delotte and he bills out at
$1000 per hour. Audit Committee At-Large Member Dobler then went over
the report line by line:

Responsibilities

Be independent, effectively communicate, & reinforce

ACCOUNTADINITY ..cvveeeiiiieiee Accomplished
Audit Committee Discussion/Comments

All Audit Committee members agreed that this task was accomplished.
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2.2

2.3

External independent audit procurement process

2.2.1 - Request for Proposal RFP ..., Completed

2.2.2 - Select AUAITOr ....coveei e Completed
Audit Committee Discussion/Comments

All Audit Committee members agreed that these two tasks were

accomplished.

Recommend to the Board of Trustees an external auditor

2.3.1 - Recommendations on scope of work and funds to be

=10 o |1 (=To [ SR URPR R Completed
Audit Committee Discussion/Comments

All Audit Committee members agreed that this task was accomplished.

2.3.2 - Identify and recommend additional services..No recommendation at
this time
Audit Committee Discussion/Comments

Audit Committee At-Large Member Dobler said he recommended some
additional services at a meeting but no recommendation was made so no
recommendation was made. Audit Committee Chairman Tulloch said that
this is a work in progress and it shall be brought to an Audit Committee
meeting; a recommendation. All Audit Committee members agreed to that
plan of action.

2.3.3 - Board action to designate auditor ...............cccceeeee. No involvement

................................................................................................ Not applicable
Audit Committee Discussion/Comments

Audit Committee At-Large Member Dobler said it should come out of the

policy in the future as it is not applicable. Trustee Schmitz said it is sort of a

process and that the Board of Trustees is involved so it should stay in there

and be denoted that it is a Board of Trustee responsibility. Audit Committee

Chairman Tulloch said he is keeping track of this for Policy 15.1.0

2.3.4 - Replace auditor when appropriate .........cccccvvvvvvennnnnnn. Not applicable
Audit Committee Discussion/Comments

Audit Committee Chairman Tulloch said we did do that and completed it;

Trustee Schmitz agreed.

2.3.5 - Approve scope of work and audit plan by June of each
YT T SO Completed
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2.4

Audit Committee Discussion/Comments
All Audit Committee members agreed that this task was accomplished.

Facilitate the external audit process

2.4.1 - Review and approve formal reports submitted to external

= 1B o [ (o PR Unable - not provided

Audit Committee Discussion/Comiments

Audit Committee At-Large Member Dobler said that the Audit Committee
didn’t get to review anything that went to the Auditor. Trustee Schmitz said
that this was one at our last meeting, on May 9, where she had put forward
a suggestion to change to tying it to the work plan. It wasn’t identified with
specificity so we need to modify it so it is clear on what we are looking for
because we didn’t complete it last year. Audit Committee Chairman Tulloch
asked for Staff clarification on submittals to external auditor as formal reports
is throwing him. Director of Finance Navazio said he doesn’t have a
definitive definition. He would note that Staff gets lots of requests for
materials and might ask the auditor what they consider. Staff did endeavor
to submit drafts and thus he is viewing those as being responsive to this
item. There are a lot of formal and informal requests and the definition does
warrant some clarification so Staff and the Audit Committee can adhere to
it. Audit Committee Chairman Tulloch said in his work, there are formal data
reports to get answers. He is not totally familiar with the District’s process
but we need it properly identified and tied in. Director of Finance Navazio
said he would like some clarification on how the Audit Committee receives
that information as Staff would benefit on knowing how that is to be done.
Audit Committee At-Large Member Dobler said on the formal report, which
is one of the most important, is the management representation letter, we
all need to understand that the auditor relies on the management
representation letter and one of the most of the important things is that when
it is signed, it means the District is in compliance with GAAP and GASB.
Then we had the Moss Adams reports that we weren’t in compliance and
we recommended to put the report in compliance with GAAP. We need to
see that representation letter before it goes to the Auditor. #2 - accounting
and reporting — he is not clear on how we present so his concern is about
reporting someone. Trustee Schmitz said one of the things we learned is
that the management representation letter isn’t drafted by management
rather it is how the auditor interprets. We assumed that Staff was writing
something in October and handing it over to the auditor. What we learned
was that one of the things that the auditors produce is that letter, which is
signed, as it is not something that is turned over in advance but turned over
at the end. Director of Finance Navazio said regarding the management
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representation letter, Trustee Schmitz is correct, they are essentially
boilerplate accounting standards they follow. They have the letter that says
we didn’t withhold any information, etc. and that is typically how it is done as
it is basically conveying to the auditors that we provided all materials and we
believe it is fair and accurate. Audit Committee Chairman Tulloch said it is
important and it would be appropriate that it is reviewed between
management and the Audit Committee. Audit Committee At-Large Member
Dobler said he would like to give one example from the year before. The bills
for the utilities are sent out in the middle of the month so they recommended
deferring half of the revenue and IVGID said no, we want to do it all at once.
Auditors said please change, IVGID didn’t want to change, but they included
in their representation letter that the auditor found this mistake, we aren’t
going to change, it is immaterial, and it is 3.5% of revenues. This had the
auditor looking for cover because they said change, IVGID said no, and it
was put in the representation letter and it was then put in the control of
management and that is why it is important to see the letter before it goes
to the auditor. Director of Finance Navazio said it would be appropriate to
have a finding so he has to check. Purpose is to convey to the auditors the
information that we have sent. Your point is well taken. Audit Committee At-
Large Member Dobler said it goes beyond on that as there were certain
adjustments they wanted to make and Staff didn’'t want to make them.
Director of Finance Navazio said Staff will follow up on that. Audit Committee
Chairman Tulloch said ok. All the Audit Committee members agreed it is ok

as stated.

2.4.2 - Provide an independent forum for auditors to report findings or

AIFfICURIES ..o Accomplished
Audit Committee Discussion/Comments

Audit Committee Chairman Tulloch said that he doesn’t think we asked for

it and that this is a chicken and egg thing. Trustee Schmitz said

accomplished is fine. The meeting is slated in August and it will be a bit more

formal this year.

2.4.3 - Review the Auditors' report of findings and recommendations with

management and the auditor..............ccccicccns Not Accomplished
Audit Committee Discussion/Comments

All Audit Committee members all agree that it was not accomplished and

Audit Committee Chairman Tulloch said we need to take that into

consideration with our work plan this year.
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2.5

2.4.4 - Review the 2020 CAFR......coooviiiiiiiiieiieieeeen, Minimal time available

............................................................................. due to delayed submission
Audit Committee Discussion/Comments

All Audit Committee members agreed that they did do it; Audit Committee

Chairman Tulloch said again it is something that is in our work plan and

should be integrated with the external auditor work.

2.4.5 - Follow -up on any corrective action identified ................... Completed

Audit Committee Discussion/Comments
Audit Committee At-Large Member Dobler said that the reason he used
completed was because we got a report from Moss Adams that was
thoroughly reviewed and it was followed up with a memo to the Board of
Trustees so he believes it is completed. Audit Committee Chairman Tulloch
said he agrees and that he thinks the Board approved it and the items are
to be incorporated.

2.4.6 - Submit an annual Report of the Board of Trustees of the
AUGIT e Completed

Audit Committee Discussion/Comments
All Audit Committee members agreed that this task was accomplished.

2.4.7 - Assess the performance of the independent auditors........ 7-13-2021
Audit Committee Discussion/Comments

All Audit Committee members agreed that this task was accomplished as

that is what is being done today.

Review financial statements quarterly and annually for fair

and accurate reporting .......ocevvciiinee i Did not do quarterly
Audit Committee Discussion/Comments

Audit Committee At-Large Member Dobler said we didn’t do this quarterly

so we need to agendize it or take it out as we didn’t do it.

2.5.1 - Review change in accounting poliCy .........c.cevvviviiviiirinnnnnns GAAP or ?
Audit Committee Discussion/Comments
Audit Committee At-Large Member Dobler said he struggled with this one
because are we talking GAAP or as outlaid in the Board policies thus he is
not sure what it means. Audit Committee Chairman Tulloch said we did
review changes and we are not in the position to change GAAP policies so
we did do this. Trustee Schmitz said she agrees and that with the whole 2.5,
she is fine with what Audit Committee At-Large Member Dobler did. She
thinks 2.5 was put in here because the Board of Trustees weren’t reviewing

143



Minutes
Audit Committee Meeting of July 13, 2021
Page 12

2.6

quarterly financial reports. The Audit Committee needs to decide if we are
going to have this included and do we want to consider this for a policy
revision.

2.5.2 - Ensure accounting policies are followed ...........ccccvvevvvvneiiiinievinnennn.. ?
Audit Committee Discussion/Comments

Audit Committee At-Large Member Dobler said that this was a tough one as

we have no authority. Audit Committee Chairman Tulloch said it is a nice to

have. The Audit Committee members agreed to no comment.

2.5.3 - Review any off-balance sheet financing (LEASES) ......... No request

Audit Committee Discussion/Comments
Audit Committee At-Large Member Dobler said he thinks this is leases and
that we didn’t have it on the agenda so there is nothing to review and we
wouldn’t know unless we understood the GASB rules; it is an interesting one
that we need to review further. Audit Committee Chairman Tulloch asked
Staff if we have an off balance sheet leases? Director of Finance Navazio
said he doesn’t believe so and that he thinks this was intended to capture
all leases (GASB 87) and that we didn’t have any for this reporting period.
Audit Committee Chairman Tulloch said he didn’t see any leases there.
Audit Committee At-Large Member Dobler said he thinks it might be
software leases which we have a ton of those. Audit Committee Chairman
Tulloch said normally software is an annual maintenance agreement.
Director of Finance Navazio said that they are licensing agreements for
software. Audit Committee Chairman Tulloch said it depends on how long
the term is. Audit Committee At-Large Member Dobler said how do you want
to answer this one? Audit Committee Chairman Tulloch said further review.
Audit Committee At-Large Member Dobler said he is on track with that. Audit
Committee Chairman Tulloch said yes and he is sure it isn’t referring to a
second set of books.

Review the framework of internal controls - ensuring management
establishes, implements and reviews internal controls on a regular basis for
functionality and effectiveness...........cccee oo
Audit Committee Discussion/Comments
Audit Committee At-Large Member Dobler said he only put two question
marks but he should have put ten question marks as we have seen nothing
on internal controls and Audit Committee At-Large Member Aaron isn’t here
to address that. Audit Committee Chairman Tulloch said it is one of our
weakest areas and we haven't finalized anything on that. Director of Finance
Navazio said that the Board of Trustees did designate Audit Committee At-
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Large Member Aaron as the liaison so that has been put in process. There
is a lot of work going on and Staff is working with the Audit Committee
representative. Again, it is your report. Audit Committee Chairman Tulloch
said we can come back to that. Audit Committee At-Large Member Dobler
said that he has presented to us a framework and we did review the first
segment. Audit Committee Chairman Tulloch said he would agree and note
it as a work in progress. District General Manager Winquest said that might
be about the auditors ensuring review of internal policies but that he is not
sure about that. Audit Committee At-Large Member Dobler said if you read
the reports by the auditors, they don’t give opinion on internal controls.

2.6.1 - Review the annual internal control audit plan ...........cc.ceeoevvvvvvvinnnnn.e.
Audit Committee Discussion/Comments

Audit Committee At-Large Member Dobler said that this is a work in

progress.

2.6.2 - Review managements annual assessment of their internal controls
for prior year's audit plan .........cccoooooiiiiiiieecec e

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 acceptable in any form...................... ?
Audit Committee Discussion/Comments
Audit Committee At-Large Member Dobler said that we need some
discussions as some are very disturbed by this and thought it should be
stricken; he then read the item. Trustee Schmitz said that the whistleblower
procedure is one step of supporting that and that is how she would look at
it. Management is to identify where they have potential fraud risks and how
they are going to mitigate, setting the tone at the top, and that is the support
for the whistleblower procedure. Audit Committee Chairman Tulloch said it
is also about the Dillon’s Rule and we don’t want to forget that as we need
to be sure it is properly observed.

2.6.4 - Committee may identify a need to engage an external internal auditor

Audit Committee Discussion/Comments
Audit Committee Chairman Tulloch said we don’t have a specific internal
auditor position so this is a work in progress.
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2.7

2.8

2.9

3.0

2.6.5. = Code Of CONAUCT ... .cuieeieeeee et r s
Audit Committee Discussion/Comments
Audit Committee At-Large Member Dobler said we didn’t do this task.

Periodically review the District’s Code of Conduct..............ccce..e. Not done
Audit Committee Discussion/Comments

Review and refine the procedures for the receipt, retention and treatment of
complaints - WHhistlebIoOWET ...........oiiiiiiiiiii e
Audit Committee Discussion/Comments
Audit Committee At-Large Member Dobler said this is a work in progress

and it is dependent on the Board of Trustees.

Submit annual report to the Board of Trustees assessing the results of its

fulfillment of its duties .
Audit Committee Discussion/Comments

Trustee Schmitz said it is a self-assessment.

Meetings
3.1 - Meeting conducted according to State requirements ..... Accomplished
Audit Committee Discussion/Comments

3.2 - Meeting held once per quaner .........cccccveeiiiiiiiiiiiieceee 14 meetings
Audit Committee Discussion/Comments

3.3 - Review correspondence to determine action. If needed assign
responsibility to investigate and resolve to the appropriate organizational
=Y Lo [T SRR RRU PP No Authority to assign
Audit Committee Discussion/Comments
Trustee Schmitz said we accomplished that, Moss Adams 2 was one of
those, did action and assign responsibility, that is something that we
accomplished and that the WB procedure will give us the tool to accomplish
this. Dobler said ok, he gets it, look at contracts and four Board policies,
accomplished it. Tulloch said add the actions identified by Moss Adams and
that Staff put forth the actions to take.

3.4 - Review past correspondence with action outstanding. Ensure
responses are taken in a timely manner ...........cooceeeiiiiiiiiinnennnn. No authority
Audit Committee Discussion/Comments
Audit Committee At-Large Member Dobler said we have a lot of
correspondence and that he did work on the air pressure relief value which
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was short $75,000. That was turned over to Management who hasn’t done
anything yet and that is 6 months old so it depends on how much time. Audit
Committee Chairman Tulloch said when we pass items like this we should
set timelines. Trustee Schmitz said that tracking is one of the items with the
whistleblower procedure and she thinks it is a work in progress. The
whistleblower procedure gives details on tracking, detail and it gives clarity.
Audit Committee Chairman Tulloch asked Staff if that is reasonable as the
Audit Committee is happy to set some dates? District General Manager
Winquest said yes and that Staff will comply.

3.5 - Committee may invite members of management......Not accomplished
Audit Committee Discussion/Comments
All Audit Committee members agreed that this task was accomplished.

3.6 - Committee Chair establish agenda and provide briefing
Materials ..o, Accomplished
Audit Committee Discussion/Comments

All Audit Committee members agreed that this task was accomplished.

3.7 - Annual meeting to be held with external auditor, General Manager, the

Director of Finance, legal counsel and anyone else to review the annual

financial statements and the Comprehensive Annual Report and auditors

letter of fINAINGS ..eoovvviiiiere e NOT accomplished
Audit Committee Discussion/Comments

Trustee Schmitz said this was done on January 27.

Audit Committee At-Large Member Dobler said we have to submit a report.
Trustee Schmitz said this is what we are doing. Audit Committee Chairman
Tulloch said they are all above average. Audit Committee At-Large Member
Dobler said that former Audit Committee Chairman Dent isn’t here to assess
himself. Trustee Schmitz said in her review, there is actually an Audit
Committee self-evaluation form and there is a form by the CPA Association
that we should review and see if we want to use it. She closed by stating
that she appreciates Audit Committee At-Large Member Dobler’s work as it
was a lot of work, he did a good job and it gave us objectives. Audit
Committee Chairman Tulloch said he agrees. Audit Committee At-Large
Member Dobler said on Exhibit B, we held 14 meetings with 40 some odd
hours and anybody that says that this Audit Committee is not effective would
not be quite truthful as we have accomplished quite a bit. Audit Committee
Chairman Tulloch said thank you and thank you for the support from Staff.
Audit Committee At-Large Member Dobler asked if we should agendize this
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item. Audit Committee Chairman Tulloch said he will report on it tonight and
he will ask that it be included with the next Board of Trustees meeting packet.

E.4. Review, discuss and agree on the approach of the Audit
Committee to facilitating the external audit process for financial
year 2020/2021 in accordance with Policy 15.1.0, Section 2.4
including election of a liaison to the Auditor and review actions
taken to date including report on meeting with Davis Farr LLC
(Requesting Audit Committee Member: Trustee Sara Schmitz)

Trustee Schmitz said she went back and reviewed best practices as well as
reviewed charters for Audit Committees and one of the things she did come
across is that the liaison was the Board Chair and that she thinks former
Audit Committee Chairman Dent was the liaison. Audit Committee At-Large
Member Dobler said we elected him. Trustee Schmitz said her
recommendation is that we should elect Audit Chairman Tulloch for this
fiscal year to that position and that these are two separate subjects.

Trustee Schmitz made a motion that the Audit Committee elects Audit
Committee Chairman Tulloch to be the liaison to the external auditor.
Audit Committee At-Large Member Dobler seconded the motion.
Audit Committee Chairman Tulloch said he would like the flexibility to
have two members to meet with the auditor so can you please amend
the motion so the Chair can have the flexibility to have two members
present? Trustee Schmitz said the motion is so amended that the
Audit Committee liaison has the flexibility to have two members of the
Audit Committee present to meet with the auditor. Audit Committee
At-Large Member Dobler agreed to the amendment. Audit Committee
Chairman Tulloch asked for further comments, receiving none, he
called the question and the motion was passed unanimously.

Trustee Schmitz then said she had a meeting with Jennifer Farr and she
thought it was very productive as Ms. Farr was very open and responsive.
Trustee Schmitz said that she likes to do meeting highlights, her comments
are in black, and she asked Ms. Farr to review the meeting highlights as she
didn’t want to share it without Ms. Farr making sure it was accurate as
sometimes you can have a meeting and people interpret things differently
so Ms. Farr's comments are in red. What we talked about was the discussion
about was the unaccounted expenses related to the 2018 pond lining project
and the air pressure relief values so what we were talking about was
financial concerns that had been brought forward for prior fiscal years. Ms.
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Farr was very clear in that they are reviewing this fiscal year, they will not be
evaluating prior years, and that any non-compliance with policy issues would
be limited to this fiscal year. There were questions from the past and they
are not here to try and investigate and resolve any of those issues as they
are solely focused on this fiscal year. Audit Committee At-Large Member
Dobler said let him clarify as a new auditor cannot go back and change an
opinion of a previous auditor so what Ms. Farr is basically stating that she
won’t go back and restate, however, if Management and the Audit
Committee finds things that were incorrected stated in a prior year, you have
to bring them forward either as an impairment charge or as a prior period
adjustment and that is up to Management and the Audit Committee as to
what we want to incorporate in this year’s financials and then of course they
would audit that because it would be a prior period or impairment charge
and the largest would be the impairment charge on the effluent pipeline. So,
you are correct in that Ms. Farr can’t go back and change an opinion of
previous auditor. Audit Committee Chairman Tulloch said he agrees and that
would be an expansion of the scope of work and based on the Board
resolution of February on the identified changes by Moss Adams, the
outstanding issue we need to address is the additional scope of work. He
agrees with Audit Committee At-Large Member Dobler that it is not the
auditor’s work to do the previous year unless there is malfeasance and that
would be a forensic audit. Trustee Schmitz said Ms. Farr did say that the
issues have been brought to light so they are aware of them. They are doing
a bit more testing and to ensure that the problems of the past have been
addressed and that they are not continuing to occur. On item 2, she thinks
she might need to do a follow up as she doesn’t think Ms. Farr understood
as Trustee Schmitz didn’t think that she wrote it very clearly. What they
discussed, specifically, was the issue brought forth by Moss Adams related
to the substantial portion and how the Special Revenue Funds were not
rolling up underneath the General Fund. So when she wrote this and Ms.
Farr reviewed and commented in red, her concern is that she was a bit
vague in her description of what they discussed because what we did
discuss was specifically the substantial portion concern related to the
statements. But Ms. Farr did say GAAP is a bit more of a guideline and there
is no hard and fast and that last year's auditors ruled it as acceptable. Ms.
Farr did go on to say that it is not aligned with best practices. The way in
which we were reporting is not in aligned with best practices. However, it
has been getting reported that way for so long, that in our final year of
reporting Special Revenue Fund, and we are converting to Enterprise Fund,
Ms. Farr didn’t necessarily think that it was a good idea to change it because
of consistency of the financial reports. They talked a lot about and Ms. Farr
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kept saying that there are some gray areas and that it has been getting
reported this way and no one has brought this from the State or what have
you as an issue and Ms. Farr believes that other entities report in the similar
fashion so yes, we didn’t necessarily meet the substantial portion but she
used the analogy of if she is driving 60 miles an hour in a 55 mile per hour
lane, is she really speeding or not. There are guidelines and then there is
actually what is going to be enforced. Trustee Schmitz said that she can
follow up but Ms. Farr is clearly stating here that she believes that we do
need to migrate to Enterprise Funds. So she was saying, yes, she sees it
but it has been getting done that way and in your final year do you want to
make a change so she was a bit sort of on the fence which supports Moss
Adams being here and Eide Bailly being there and that she was definitely
straddling the fence on that particular issue. Audit Committee At-Large
Member Dobler said one of the bedrocks of accounting is consistency, so
for us to turn around, Enterprise Fund going to Governmental Funds and in
the Governmental Funds there are Special Revenue Funds and then turning
around and making it a part of the General Fund and then the next year
coming back to Enterprise Funds, we are destroying all concepts of
accounting and reporting so we have to stay with what we have but we have
to do proper disclosure and his recommendation to the Audit Committee and
to the Management is that we need to disclose that we never qualified for a
Special Revenue fund according to GFOA standard but we are keeping it
this way for a consistency point of view otherwise the whole intent is
consistency and we would be absolutely just blowing that way and in his
opinion that would be more destructive. Trustee Schmitz said that Ms. Farr
said that consistency at that point would have been more important. Audit
Committee Chairman Tulloch said without that we won’t have any year over
year comparisons and that wouldn’t be good for transparency. Overall, he
supports that concept of consistency. Trustee Schmitz said she was asking
that question and she felt comfortable with her response and better to leave
it as reported and while it is not best practices, move forward. In discussing
the Utility Fund and Engineering, Engineering internal charges specifically,
her suggestion was on a periodic basis, there should be a cost basis study
done by an external resource and that the Board should, every couple of
years, have someone from the outside look at how we are doing cost
allocations and provide a recommendation. The fact that the Board doesn’t
understand how the internal charge backs are done should be something
that is done and understood by the Board of Trustees and she recommends
that the Board of Trustees hire an external resource to look at a variety of
items and do so as one scope of work. Audit Committee At-Large Member
Dobler said the problem with the Engineering Department is that they are
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only supposed to be working on new projects and they sometimes don’t get
off the ground. His position is they are an expense across the board. On the
effluent pipeline, they ran up a $1 million in fees. The Engineering
Department works in a lot of different areas such as Parks and Recreation
repair. The Engineering Department may get involved so an expense across
the board and allocation into capital projects is not a good idea. Trustee
Schmitz said that is something that she recommended and that she
suggested the same approach with Information Technology. We need to
have an assessment done and then decide how to handle it. Audit
Committee Chairman Tulloch said he is very familiar with that and there is
no one leading the practice as it depends on how you want to capture the
costs. Is this something where a recommendation is coming from Davis
Farr? Trustee Schmitz said it wasn’t anything rather she just met with Ms.
Farr and she and Ms. Farr just had a nice conversation. She hasn’t reviewed
or discussed this with General Manager Winquest and that she believes that
the Director of Finance Navazio is putting forward a scope of services for
this and maybe we need to broaden it; she will follow up. District General
Manager Winquest said he had similar conversations with Moss Adames, it
is different at every agency, depends on the agency itself, and the statement
that Audit Committee At-Large Member Dobler made was accurate on how
Engineering works as they have to follow up on upcoming projects,
completing projects, and having discussions with partners. He has asked
our Director of Public Works to take a look at this as it is a point of contention
so it is important to get on the same page on how we are allocating these
costs. Staff needs to clarify on tightening this up. Audit Committee Chairman
Tulloch asked if this will be a formal proposal to the Board of Trustees?
District General Manager Winquest said he can discuss with Staff. Director
of Finance Navazio said he would clarify that Staff is not working on an
outside consultant but we are working on the policy and documenting how
we are doing this process as one of the findings, from Moss Adams, is that
our back up was lacking. Trustee Schmitz said that she did highly
recommend a consulting firm to do this and getting best practice and that is
her recommendation hands down. Director of Finance Navazio said if you
are doing Federal granting accounting and central service allocation and
Engineering, Fleet, and Information Technology is none of the above; 100%
direct costs for work done at Utility. Trustee Schmitz said perhaps we do
need to make a recommendation to the Board of Trustees? Audit Committee
At-Large Member Dobler said he would like to have session on this because
as he looks at IVGID, which has massive infrastructure, and anyone who
says they have engineers on board all the time, the idea he is asking, is
traditionally, have we charged off all of the Engineering to capital projects?
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He would think that most is general and administrative. His concern is doing
cost allocation and that it should be no different than Accounting, Information
Technology or Human Resources. Audit Committee Chairman Tulloch said
he has sympathy for that view. It is agreed, by the governing body, that a
certain amount/percentage goes to capital and then some goes to
administrative and that the flip side is to account for every 15 minutes for
work. Director of Finance Navazio said to respond to Audit Committee At-
Large Member Dobler, about 85% of Engineering is to be charged to capital
projects and 15% is operations and maintenance. If it is the intent to capture
the full costs of capital and charge thusly, everyone needs to be comfortable
with how that is being done. Audit Committee Chairman Tulloch said it is a
major item, he is not sure what the proper way would be to do this, might be
outside our scope, and a finding from auditor might be one direction to go. It
seems like this is to be a hot topic and that advice from Davis Farr is
consistent with his own experience and the best is to have a clear, concise
policy. This should be two or three weeks work for a consultant so it is not a
huge undertaking. Trying to charge hour by hour can also be
counterproductive. District General Manager Winquest said his
recommendation is for the Audit Committee to formally agendize and item
to make a recommendation to the Board and work on a scope of work. Staff
supports this matter and getting an accurate reading on how much time
should be spent; we would benefit from outside resources. Trustee Schmitz
said that the Audit Committee shouldn’t be agendized it as it doesn’t fall
within their responsibilities. Rather this is a topic that the Audit Committee
has discussed and that this falls under the Board of Trustees and Staff as
opposed to an Audit Committee meeting. Audit Committee At-Large Member
Dobler said he disagrees completely as allocating costs is an accounting
issue. At the end of the day, it has to be decided on an appropriate way to
do it — it becomes how do you account for it? He thinks it is an Audit
Committee item. Audit Committee Chairman Tulloch said he is sitting on the
fence here. There is a strong case that if that is a finding from the auditor
and that may be the way to do it, then it is not appropriate for the Audit
Committee to review it. It is very easy to hide costs in capital costs as he
has done it in past careers. Trustee Schmitz said perhaps we ask the
auditors if this is going to be a formal recommendation and if not, then she
thinks management and the Board of Trustees needs to carry the baton.
District General Manager Winquest said he understands both sides of this
issue and it is more about recommending that the Board of Trustees address
this with the assistance of Staff. Audit Committee Chairman Tulloch said
perhaps it is a joint recommendation by the Audit Committee and the District
General Manager and that the position is the Board of Trustees to decide so
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that might be the approach. He will sit down with the District General
Manager to draft the memorandum to the Board of Trustees. It is a hot topic
and he knows that Staff is getting inundated with public records requests.
Trustee Schmitz said we discussed the financial health of the Utility Fund
and it was suggested that there should be better disclosure on the $2 million
and then she read what she wrote/said. She doesn’t know what the
resolution was when the $2 million began and that her concern is that if
those funds were for that project, they can’t use it for other projects. Look at
the agenda today and you will see that $1 million is being used. Audit
Committee At-Large Member Dobler said that the rates have to be done
every year, it said what it is being used for, redirect $1 million for the SPS
and pond and that the resolution is just a document - what is the intent? The
Utility rate is the important document and the resolution is the cover. We
need to get into substance, former General Counsel Guinasso’s play was to
attach it to the document, and because it wasn’t stapled, we need to get
back to what we are doing. It is spelled out in the rate study and not in the
resolution. Director of Finance Navazio said how the rate is set, what it is
being used for, and there is more than $2 million. Through Board of Trustees
action, it is reserved. There is still an open question regarding the amount
being collected as it all comes in and is bundled together so we need to be
clear on what is to be done. Audit Committee Chairman Tulloch said perhaps
it is covered under the attorney/client privilege. Audit Committee At-Large
Member Dobler said it is not gray and there is mixed intent. The Board of
Trustees has to have common sense and that when the bank account is
zero, they have to release those funds. It gets down to intent. We all know
what we are doing, the Utility Fund is broke, and a lot of money was diverted,
and project summaries were changed, and so let's be serious for once.
Trustee Schmitz said it was properly disclosed on the financial statements.
Audit Committee Chairman Tulloch said absolutely as we publish a tariff
document with rates and the intent was to collect that money for the pipeline.
This is not an Audit Committee thing but maybe it time to fess up and say it
was used for something else. He agrees about intent and that we should
come clean and make a clean breast with it. Have the auditors brought it up
at this stage? Director of Finance Navazio said they are aware of the issue,
seen some of the Moss Adams and Eide Baily information, there is
disclosure in the financial statements, and the matter is really about the
restriction. Audit Committee At-Large Member Dobler said it is the highest
level of decision making authority. He had this discussion two or three years
ago, former District General Manager Pinkerton is right, and how much do
we build this fund up to while we decide? This project should be bonded in
the first place. We don’t have any reserves and we need $10 or $11 million
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in reserves. We have shoe stringed this thing, ran into a hole, fess up to it,
and state why we are doing this $2 million when we should be bonding it.
There is no point and this has been five years of horsing around. Staff keeps
on changing the project summary which he doesn’t get it. Audit Committee
Chairman Tulloch said he agrees and we shouldn’t be trying to collect in
advance when we should be bonding. Audit Committee At-Large Member
Dobler asked what our credit rating was as money is cheap and that he has
had enough of it. Trustee Schmitz said the last thing they discussed was
standby fees and over collecting the fees. They discussed it and when
budgeting the numbers, it should be more accurate so not over collecting.
The Board of Trustees did reduce the facility fees this year and said we need
to make sure we are budgeting accurately so we don’t build up excess fund
balance. She thought it was a great conversation that went over 90 minutes,
and that Ms. Farr is easy to converse with and that she appreciated her time.
Audit Committee Chairman Tulloch said he is in broad agreement and it
should be an issue with the Audit Committee and discuss if it should be one
of her recommendations. Audit Committee At-Large Member Dobler said he
would like to discuss it more but not today.

E.5. Review, discuss and possibly consider recommendations for
modification to Board Policy 15.1.0 for submission to the Board
of Trustees (Requesting Audit Committee Member: Audit
Committee Chairman Raymond Tulloch)

Audit Committee Chairman Tulloch said it has been on the agenda for a
couple of instances and it is also on the Board of Trustees agenda. His
suggestion, to the Board of Trustees, is to delay this as we have been going
the achievements etc. and we have identified a number of changes. He
would like to go through this document item and item, do so offline, and
come back with suggestions. He thinks that the Board of Trustees is open
to suggestions from the Audit Committee as this could turn into another
whistleblower situation thus it is appropriate to give some recommendations
on it. Audit Committee At-Large Member Dobler said it would seem to him
that we had a first year with an extensive policy and that the previous policy
was one page. Now, we are ready to amend it and get a better policy but
this is a Board policy and the Board tells us what to do as we make only
recommendations. It seems like the Board of Trustees wants to be in
competition with the Audit Committee and that we haven't filed our annual
report. Now they are looking to change our policy and they go out and get a
consultant that tells us that the Audit Committee has issues. He doesn’t feel
like going through the hoopla if the Board is going something else. He wants
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to have Chris Nolet join the Audit Committee because he has the time for
meetings as we can’t get one member to show up for our meetings. Trustee
Schmitz said she agrees with Audit Committee At-Large Member Dobler and
that what we should do is to provide our report back to the Board of Trustees
on our ability to deliver. By providing that report, it clearly identifies the area
where modification is needed and request that the Board of Trustees give
us the opportunity to provide recommendations to this policy as we have
been working really hard and we know what works and what doesn’t
therefore she would request that the Board of Trustees gives us time to
reflect with Audit Committee At-Large Member Dobler’s excellent report and
gives us the areas to review and make modifications. Audit Committee
Chairman Tulloch said he is in agreement with both of you and the
recommendation is to appoint Mr. Nolet and includes a request along these
lines; he is in agreement with that. He has seen some changes over the
year, and when you review Audit Committee At-Large Member Dobler’s
report, you can see some huge changes. It is all up to the Board of Trustees
on accepting the recommendations and his preference to move forward.

Audit Committee Chairman Tulloch made a motion to delay further in
depth analysis of this policy and request direction from the Board of
Trustees and a state of execution to review this and if the Board
wishes to move ahead without that input. Audit Committee At-Large
Member Dobler seconded. Audit Committee Chairman Tulloch asked
for further comments, none were received, so he called the question
and the motion was passed unanimously.

F. LONG RANGE CALENDAR REVIEW (for possible action)
Review, discuss and possibly agendize for future Audit Committee meetings
outstanding items on the Audit Committee agenda (Requesting Audit
Committee Member: Audit Committee Chairman Raymond Tulloch

The Audit Committee discussed their long range calendar with the following
highlights:

v' Ms. Jennifer Farr has asked for a date to meet with the Audit
Committee in August and that the Audit Committee can pick that date
so that she has a deadline.

v" Next Audit Committee meeting is August 10 at 3 p.m.

v Audit Committee At-Large Member Dobler said he will submit more
comments on the long range calendar.
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v Audit Committee Chairman Tulloch said he will get with former Audit
Committee Chairman Dent to see what is outstanding.

v" Trustee Schmitz said that there is some thing from Moss Adams that
she may wanted added to the long range calendar.

v Audit Committee Chairman Tulloch asked that all Audit Committee
Members provide him with the long range calendar input.

Director of Finance Navazio said one of the things he was working with
former Audit Committee Chairman Dent on was a standing item for an
update of internal controls and the audit. He will work with Audit Committee
Chairman on those two items. Audit Committee At-Large Member Dobler
asked, regarding a standing item on the agenda, are we going to get an
update that we are working on the internal controls or that it has been busted
down into ten or twelve pieces and a date for when we will see first piece?
Director of Finance Navazio said he would argue that you have seen the first
pieces and an overview and that Staff is continuing to work with Audit
Committee At-Large Member Aaron to provide meaningful information. Audit
Committee Chairman Tulloch asked for the next Audit Committee meeting
to have an agenda item, from Staff, on that status and work plan as that
would be a good start.

G. COMMUNICATIONS RECEIVED (for possible action)

Acknowledge communications that have been received (Requesting Audit
Committee Member: Audit Committee Chairman Raymond Tulloch)

G.1. Memorandum from Clifford F. Dobler; Subject: Misallocation of
Investment Earnings on Cash, Cash Equivalents and
Investments - fiscal year 2019 and 2020.

Audit Committee At-Large Member Dobler said this memorandum is how we
recorded our investments as we have around $30 million of cash and that
we use the State investment pool (LGIP). Thus, all funds go into one pot and
the earnings should be made back to the relative funds as appropriate from
each fund. Most of the money was being recorded in the General Fund and
the problem is the General Fund only had a minimal amount so we have to
make an adjustment to our financials, a prior period adjustment, which we
need to bring up with the auditor as Staff is already aware of it. We also need
to check to see how it happened. We have to get the money in the right slot
because we keep assessing a fee but we might not have to if the money is
recorded in the prior place. Director of Finance Navazio said Staff is looking
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at this issue and we can come back with a report on what has been and
what are doing regarding proper reporting. He will circle back with Audit
Committee At-Large Member and the Audit Committee. Audit Committee At-
Large Member Dobler said that the key idea it is an error therefore how
would we report it in this upcoming comprehensive annual financial report?
We need that advice from Davis Farr as to whether or not it is a prior period
adjustment, etc. as he thinks it is restatement. Director of Finance Navazio
said there are two parts — history and accounting going forward. Audit
Committee Chairman Tulloch said Director of Finance Navazio and Audit
Committee At-Large Member Dobler will have this as an action item and can
report back.

H. APPROVAL OF MEETING MINUTES (for possible action)

H.1. Audit Committee Meeting Minutes of June 9, 2021

Audit Committee At-Large Member Dobler said that what happened here
was he submitted an agenda item with several bullet points and that the
narrative doesn’t agree with bullet points in the meeting minutes. He talked
to the District Clerk prior to the meeting and that he will provide a
rearrangement. Hearing no further comments, the Audit Committee Meeting
Minutes of June 9, 2021 were approved as amended by Audit Committee
At-Large Member Dobler.

H.2. Audit Committee Meeting Minutes of June 29, 2021

Audit Committee Chairman Tulloch asked for changes, none were received,
the June 29, 2021 Meeting Minutes were approved as submitted.

I PUBLIC COMMENTS* - Conducted in accordance with Nevada Revised
Statutes Chapter 241.020 and limited to a maximum of three (3) minutes in
duration.

Frank Wright said he has listened to most of the meetings as does Dick Warren.
Read his letter and commend the things you have done as it has been spectacular.
He appreciates the honesty integrity and outstanding ability you have in moving
this District in the right direction. He doesn’t know if we will be able to overcome
everything, hopefully the Board will figure out their job, as we have a lot of problems
and they are big ones. He also hopes they start taking you really seriously and he
doesn’t think that a community has any better people. You are fantastic. Wish we
had better management with integrity as we have people who fool us. It is going to
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be exposed and his fears are the incompetent Board members and the money we
have spent on this lawsuit. Time wasted, money wasted, and lies continued to be
perpetuated. We are going to be getting those e-mails and seeing how this place
operates. They should have been given us to us in the first place. There is
something in there they don’t want out. When it does come out, they will be held
responsible. The charade has gone on long enough and he hopes the Audit
Committee makes a recommendation to do a forensic audit. He is going to reiterate
it at the Board meeting.

J.  ADJOURNMENT (for possible action)

The meeting was adjourned at 5:40 p.m.

Respectfully submitted,

Susan A. Herron
District Clerk

Attachments*:

*In accordance with NRS 241.035.1(d), the following attachments are included but
have neither been fact checked or verified by the District and are solely the
thoughts, opinions, statements, etc. of the author as identified below.
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