A INCLINE
A VILLACE 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 6 p.m. on March 11, 2021 at the Boardroom, 893 Southwood Boulevard, Incline
Village, Nevada.

In compliance with State of Nevada Executive Department, Declaration of Emergency Directives 006, 016, 018, 021,
026, and 029, this meeting is closed to the public and attendance is limited to members of the Board of Trustees
and essential staff. Public comment is allowed and the public is welcome to make their public comment either via
e-mail (please send your comments to info@ivgid.org by 4:00 p.m. on March 11, 2021 or via telephone (the telephone
number will be posted to our website on the day of the meeting).

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

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. Review, discuss, and possibly approve Whistleblower Procedure for Financial Matters
(Requesting Audit Committee Member: Sara Schmitz; Requesting Staff Member: District
General Counsel Josh Nelson) — pages 4 - 7

2. Staff update on Internal Controls (Requesting Staff Member: Director of Finance Paul
Navazio) — pages 8 - 382

3. Staff update on Chart of Accounts (Requesting Staff Member: Director of Finance Paul
Navazio) — pages 383 - 399

4. Review, discuss, and assess prior years' auditors, items for correction, deliverables,
timeline for this year's audit, and Policy 15.1.0 (Requesting Audit Committee Member:
Audit Committee Chairman Matthew Dent) — pages 400 - 406

5. Review, discuss, and possibly take action regarding the memorandum from Clifford F.
Dobler to Audit Committee dated November 30, 2020 — Subject: External review on the
effect of complying with Dillon’s Rule relating to employee benefits (Requesting Audit
Committee Member: Audit Committee Chairman Matthew Dent) — pages 407 - 412

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
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Review, discuss, and possibly take action regarding the memorandum from Clifford F.
Dobler to Audit Committee dated November 30, 2020 — Subject: External review on the
effect of leasing property to nonprofit tenants at below market rates and complying with
Dillon’s Rule relating the absence of specific references to Donations in NRS. Chapter
318 General Improvement Districts (Requesting Audit Committee Member e: Audit
Committee Chairman Matthew Dent) — pages 413 - 416

Review, discuss, and possibly take action regarding the memorandum from Clifford F.
Dobler to Audit Committee dated November 30, 2020 — Subject: Can “Community
Programming” activities be provided by IVGID if not specifically expressed in Nevada
Revised Statutes as required by Dillon’s Rule? (Requesting Audit Committee Member:
Audit Committee Chairman Matthew Dent) — pages 417 - 423

Review, discuss, and possibly take action related to the following communications that
have been received and are included: (Requesting Audit Committee Member: Audit
Committee Chairman Matthew Dent)

a. Memorandum from CIiff Dobler to IVGID Audit Committee dated November 23,
2020 — Effluent Pipeline — Phase Il — Meters and Equipment — pages 424 - 427
b. November 25, 2020 e-mail communication regarding Memorandums by Clifford F.

Dobler and Linda Newman regarding accounting errors and irregularities in the
Incline Village General Improvement District Comprehensive Annual Financial
Report for the fiscal year ended June 30, 2019 — pages 428 - 429

C. December 19, 2020 email communication to James C. Lanzarotta — Moss Adams
LLP regarding Red-lined Draft Final Report on Evaluation of Certain Accounting
and Reporting Matters: Punch Card Accounting dated December 19, 2020 from
IVGID Audit Committee Member Clifford F. Dobler and Linda Newman — pages
430 - 466

d. Memorandum from CIiff Dobler to Indra Winquest dated January 6, 2021 — Budget
manipulations — WRRF Aeration Systems Improvements Project #2599SS1707 —
pages 467 - 469

e. Memorandum from CIliff Dobler to Indra Winquest dated January 6, 2021 — General
Fund 2019 Capital Projects — Cost overruns on IT infrastructure — Project
#1213C0O1505 — pages 470 - 476

f. January 26, 2021 email communication from Aaron L. Katz; Subject: Whose idea
was it to come up with the retaliatory provisions of the Committee’s proposed
whistleblower procedure for financial matters? — pages 477 - 478

LONG RANGE CALENDAR REVIEW

APPROVAL OF MEETING MINUTES (for possible action)

1.

2.

Audit Committee Meeting Minutes of January 27, 2021 — pages 479 - 502

Audit Committee Meeting Minutes of February 10, 2021 — pages 503 - 514

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

CERTIFICATION OF POSTING OF THIS AGENDA

;- :Xcenlr?e Villags A“”i SUSPENDED — STATE OF NEVADA
3: Crystal Bay Post EXECUTIVE DEPARTMENT,
. ley’ hoppi
g. E?:I?r?es S ?/ﬁggg DECLARATION OF EMERGENCY’ g?;ﬂ of Washoe County Library
6. IVGID's Recreation DIRECTIVE 006 (SECTION 3), 016, Center
018, 021, 026 and 029 1/ Susan L Hovan, CME

Susan A. Herron, CMC
/C@o the BoW—mail: sah@ivgid.org/phone # 775-832-1207)

Audit Committee Members: Derrek Aaron (At-L ember), Matthew Dent (Trustee, Chair), Cliff er (At-Large Member), Sara Schmitz (Trustee), and
Raymond Tulloch (At-Large Member)

Notes: Items on the agenda may be taken out of order; combined with other items; removed from the agenda; moved to agenda of another meeting; moved to
or from the Consent Calendar ion; or may be voted on in a block. ltems with a specific time designation will not be heard priar to the stated time, but may be
heard later. Those item owed by an asterisk (*) are items on the agenda upon which the Board of Trustees will take no action. ers of the public who are
disabled and requireSpecial accommodations or assistance at the meeting are requested to call IVGID at 832-1100 at least 24 hours prior to meeting. Copies of

www.yourtahoeplace.com; go to "Board Meetings and Agendas™

D Admin ve-Off o ad

ID'S agenda packets are now available at IVGID's web site,




MEMORANDUM

TO: Audit Commitiee

FROM: Josh Nelson
District L.egal Counsel

REVIEWED BY: [ndra S. Winquest
District General Manager

SUBJECT: Review, discuss, and possibly approve Whistleblower
Procedure for Financial Matters

DATE: March 11, 2021

l. RECOMMENDATION

The Audit Committee receive, review, potentially revise, and consider adopting the
enclosed Whistleblower Procedure.

L BACKGROUND

The Audit Committee has been delegated the authority to review and refine financial
whistieblower procedures under Policy 15.1.0 (2.8). At two prior meetings, the Audit
Committee reviewed and provided comments on a draft Whistleblower Procedure. In
response to the latest comments, Staff worked with Trustee Schmitz to substantially
revise the draft procedure. Enclosed is a revised draft based on those efforts. A redline
is not provided given the number of changes.

The proposed process generally involves the receipt, investigation, and disposition of
complaints regarding financial misconduct or other violations of applicable law or IVGID
ordinances, resolutions, and policies. Complaints by employees should generally be
made through the chain of command. Complaints may also be made through the IVGID
website. Upon receipt, complaints wiil be investigated by the District General Manager
with oversight by the Audit Committee Chair in coordination with Human Resources and
legal counsel as appropriate.

L. ALTERNATIVES

Do not move forward with the proposed procedure.

Iv. BUSINESS IMPACT

This item is not a "rule" within the meaning of Nevada Revised Statutes, Chapter 237,
and does not require a Business Impact Statement.



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 personal
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, and other stakeholders
of the organization 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 concerns by employees, Trustees,
volunteers, and other stakeholders of the organization on a confidential and
anonymous basis to the extent permitted by applicable law.

e The receipt, retention, and treatment of complaints received by the Audit
Committee regarding accounting, internal controls, auditing matters, or other
violations of laws or policies.

e The protection of employees, Trustees, volunteers, and other stakeholders
of the organization reporting concerns from retaliatory actions.

Reporting Responsibility

It is the responsibility of all employees, Trustees, and volunteers to report
Misconduct in accordance with this Whistleblower Procedure. Other stakeholders
of the organization 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, and procedures,
resolutions including, but limited to, those related to financial reporting, safety, and
accounting.

Employees should:

Proposed September 30, 2020



INCLINE VILLAGE GENERAL IMPROVEMENT DISTRICT
WHISTLEBLOWER PROCEDURE

A. First discuss any Misconduct with their immediate supervisor.

B. If, after speaking with his or her supervisor, the individual continues to have
reasonable grounds to believe Misconduct occurred, the individual should
report the suspected Misconduct to the Director of Human Resources.

C. If the individual is uncomfortable speaking with his or her supervisor, or the
supervisor is a subject of the Misconduct, the individual should report his or
her concern directly to the Director of Human Resources. If the Misconduct
was reported verbally to the Director of Human Resources, the reporting
individual, with assistance from the Director of Human Resources, shall
reduce the Misconduct to writing. The Director of Human Resources is
required to promptly report the suspected Misconduct to the Chair of the
Audit Committee and the General Manager..

D. Report the issue to the Chair of the Board of Trustees should the concern
of Misconduct implicate one or both of the General Manager or the Chair of
the Audit Committee.

E. Report the issue to the Chair of the Board of Trustees or any other Trustee
if the Chair is implicated.

Contact information for the Chair of the Audit Committee may be obtained through
the Human Resources Department. Allegations of Misconduct may be also be
submitted anonymously through the IVGID website. Such anonymous allegations
of Misconduct will be sent directly to the Chair of the Audit Committee with a copy
to the General Manager.

Upon receipt an allegation of Misconduct, the receiving party shall take swift action
which shall include investigating the allegation. The appropriate level of inquiry will
depend on the nature of the allegation. Investigations shall include the Human
Resources department and legal counsel as applicable.

It is the responsibility of the General Manager to take immediate action to
investigate and determine if corrective action needs to be taken. To ignore a report
may result in disciplinary action up to and including termination for inaction. The
Chair of the Audit Committee shall retain ultimate responsibility to ensure that
allegations of Misconduct are appropriately investigated.

No Retaliation

This Whistleblower Policy is intended to encourage and enable Trustees,
volunteers, and employees to report Misconduct within IVGID for investigation and
appropriate action. With this goal in mind, no Trustee, volunteer, or employee who,
in good faith, reports Misconduct shall be subject to retaliation or, in the case of an
employee, adverse employment consequences. Moreover, a volunteer or
employee who retaliates against someone who has reported Misconduct in good
faith is subject to discipline up to and including dismissal from the volunteer
position or termination of employment.

Proposed September 30, 2020



INCLINE VILLAGE GENERAL IMPROVEMENT DISTRICT
WHISTLEBLOWER PROCEDURE

Retaliation includes harassment or adverse employment actions, such as
unwarranted discipline or termination. Any employee, Trustee or volunteer who
retaliates in violation of this procedure is subject to discipline up to and including
termination of employment or removal as a volunteer, as applicable.

Acting in Good Faith

Anyone raising concerns 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.

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. Improper or unauthorized disclosure
of reports of Misconduct or resulting investigations will be viewed as a serious
disciplinary offense and may result in discipline, up to and including termination of
employment.

Proposed September 30, 2020



TO: Audit Committee

THROUGH: Matthew Dent
Audit Committee Chair

FROM: Paul Navazio
Director of Finance

SUBJECT: Staff Update — IVGID System of Internal Controls

DATE: January 22, 2021

L RECOMMENDATION

Receive a presentation on IVGID’s System of Internal Controls Framework.

L. BACKGROUND

The Board of Trustees and Audit Committee have identified the need to review and,
where appropriate, strengthen internal control policies, policies, procedures and
practices consistent with financial management and accountability best practices.
Further, the Board of Trustees recently authorized the Audit Committee to engage
outside contract services to assist in the review of internal controls and, separately, the
Board, though its Audit Committee, is working to update Policy 15.1.0 that establishes
the role and responsibility of the Audit Committee to support its broad oversight charge,
including in the area of internal controls.

The Audit Committee received a report from the Director of Finance at their meeting of
May 6, 2020 outlining the elements of a comprehensive framework for developing and
implementing a systems of internal controls. The purpose of that report and framework
presentation was to highlight for the Board of Trustees, staff and the public how the
various components of a system of internal controls work together and, taken collectively,
achieve the goal of robust and sound internal controls in support of the Board’s role as
fiduciary of public funds and assets.

On July 29, 2020 an agenda item was presented to the Audit Committee that provided
an overview the existing policies, practices and procedures that serve as a foundation
for the District’'s system of internal controls.

This report is intended to provide a more in-depth review of the District’s existing internal
control documents an inform “next step” in the District’s assessment of its existing internal
controls, including selected areas where polices, practices and procedures warrant
updating to current best practices as well as identify areas where there may be gaps in






- MEMORANDUM

TO: Audit Committee

THROUGH: Matthew Dent
Audit Committee Chair

FROM: Paul Navazio
Director of Finance

SUBJECT: Reviewl, discuss and provide feedback on Draft Framework for Implementing
System of Internal Controls

. STRATEGIC = .
" PLAN REFERENCE(S) Long Range Principle #2

DATE: April 26, 2020

L RECOMMENDATION

Review, discuss and provide feedback on a Draft Framework for Implementing System
of Internal Controls.

L. BACKGROUND

The Board of Trustees and Audit Committee have identified the need to review and,
where appropriate, strengthen internal control policies, policies, procedures and
practices consistent with financial management and accountability best practices.
Further, the Board of Trustees recently authorized the Audit Commitiee to engage
outside contract services to assist in the review of internal controls and, separately, the
Board, though its Audit Committee, is working to update Policy 15.1.0 that establishes
the role and responsibility of the Audit Committee to support its broad oversight charge,
including in the area of internal controls.

By considering a comprehensive framework for developing and implementing a systems
of internal controls, the Board, Staff and the public will be better informed as to how the
various components of a system of internal controls work together and, taken collectively,
achieve the goal of robust and sound internal controls in support of the Board’s role as

fiduciary of public funds and assets.

. ALTEBNATIVES

As deemed appropriate during discuss of this topic.

10



Review, discuss and provide feedback on Draft -2- April 26, 2020

Framework for Implementing System of internal Controls

IV. STRATEGIC PLAN REFERENCE(S)

Long Range Principle #2

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

V. BUSINESS IMPACT

The Audit Committee, Board, and District leaders are enabling all of Staff to become
actively engaged with the oversight of the District's finances.

V. ATTACHMENTS

1) Framework for Internal Controls —Tasks
2)  Framework for Internal Controls — Implementation Plan

11



DRAFT

FRAMEWORK FOR REVIEW AND IMPLEMENTATION OF INTERNAL CONTROLS

PHASE TASKS ~

Part 1 - Comprehensive Assessment of IVGID Internal Controls / PROJECT

Review all relevant Board Policies and Procedures
Review all Administrative Policies and Procedures
Evaluate "gaps” in internal controls
Absence
Oversight/compliance
Separation of duties
DDevelop formal recommendations for Updating Internal Controls
Update existing policies
Establish new policies
Formalize Accountability
‘Staff Training

Part 2 - Regular and Continual Review of Internal Controls

DEstabﬁsh regular "cycle" of review / update / continuous improvements
Example: All administrative policies and procedures will be reviewed on a 3-year cycle (1/3 per year).

Part 3 - Internal Audit(s)

a) DConcurent with tasks identified in Part 1, develop comprehensive list of "areas" for internal controls
Primary focus on areas with greatest "risk" to District related to liability, fraud, missapprotion of pubic funds and/or assets

DOn an annual basis, TWO (?) areas will be candidates for a formal internal Audit
Assess adequacy of internal controls
Evaluate compliance with existing policies
Report on "Findings and Recommendations"”

bj Dlmplement/ Formalize periodic "impromptu” internal audits of operations and administrative practices and procedures
Random, unscheduled, unannounced

Part 4 - External Independent Auditor

DSAS Requirements - Elected Officials and Executive Management
Identify areas of concern re risk/liability/fraud

DMemorandum of internal Controls
Review of Internal Controls related to Financial Management based on review of poliicies, procedurs and roles
Random sampling of transaction records {payroll, accounts payable, revenue, expoenditures, fixed assets, debt).

12
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DRAFT

FRAMEWORK FOR REVIEW AND IMPLEMENTATION OF INTERNAL CONTROLS

RESPONSIBILITY Schedule
Audit External Q4 Qi Q2 a3 a4
PHASE TASKS Board | Committee |  Staff | Consultant] Auditor AMJ IAS OND  JFM AMJ
Part 1 - Comprehensive Assessment of IVGID Internal Controls / PROJECT
. . B R
Review all relevant Board Policies and Procedures Lead X LRI i
Review ail Administrative Policies and Procedures vkl Lead X SRE
Evaluate "gaps” in internat controls X tead
Absence
Oversight/compliance
Separation of duties A
DDevclop formal recommendations for Updating Internal Controls VR X Lead N e
Update existing policies Lead X BRI
Establish new policies x Lead R L n
Formalize Accountability Lead X .
Staff Troaining Lead X Ongoing
Part 2 - Regular and Continual Review of Internal Controls :
E]Establish regular "cycie" of review / update / continuous improvements X Lead BallyaR
Example: All administrative policies and procedures will be reviewed on a 3-year cycle (1/3 per year).
Part 3 - Internal Audit(s}
a} DConcurent with tasks identified in Part 1, develop comprehensive list of "areas" for internal controls Lead X
Primary focus on areas with greatest "risk" to District related to liability, fraud, missapprotion of pubic funds and/or assets :
DOn an annual basis, TWO (?) areas will be candidates for a formal Internal Audit X | X Lead
Assess adequacy of internal controls
Evaluate compliance with existing policies
Report on "Findings and Recommendations”
b) Dlmplement/ Formalize periodic "impromptu” internal audits of op and administrative § and procedures Lead
Random, unscheduled, unannounced
Part 4 - External independent Auditor
DSAS Requirements - Elected Officials and Executive Management X HE S X Lead
Identify areas of concern re risk/liability/fraud .
DMemumndum of Internal Controls DS RIS QR X tead ARl
Review of internal Controls related to Financial Management based on review of poliicies, procedurs and roles
Random sampling of transaction records {payroll, payable, revenue, di , fixed assets, debt),













Ordinances set District rates, rules, and regulations as they apply to the operations of
the District and service charges to the District's customers. Currently there are four
active ordinances; they are as follows:

Ordinances 1 - An Ordinance Establishing Regulating Solid Waste Matter and the
Collection, Removal and Disposal thereof:

This ordinance outlines the process of how solid waste rates are updated and
determined each year, as well as, how service is provided by our Utility Fund.
The District has entered into a Franchise Agreement with a third party to provide
this service. The franchise agreement provides for an annual increase based on
predetermined parameters.

Ordinance 2 - An Ordinance Establishing Rate Rules and Regulations for Sewer
Service by the Incline Village General Improvement District:

This ordinance outlines the process of how sewer rates are determined each
year, as well as, how service is provided within by our Utility Fund.

Ordinance 4 — Rules and Regulations for Water Service by the Incline Village
General Improvement District:

This ordinance outlines the how water rates are determined each year and how
service is provided within our Utility Fund.

Ordinance 7 — An Ordinance Establishing Rate Rules and Regulations for
Recreation Passes and Recreation Punch Cards by the Incline Village General
Improvement District:

This ordinance addresses fees and charges for the District’s recreational
business type activities; such as, our beaches, golf, ski, parks, and other
recreational venues. This ordinance outlines fee structures and application of
such fees on the users.

17



Policy and Practice Statements represent best business practices as they apply to the
District. A policy statement is set by the Board of Trustees, as the highest authorization
level. A Board Policy statement is broad and sweeping, and provides for sound
financial and management practices. A Board Practice statement provides a framework
for the procedures for the execution of the higher level Policy statement.

Current Board Policy and Practices include:

o Policy 1.1.0 Strategic Planning: This policy recognizes the importance of using
some form of strategic planning to provide a long-term perspective for service
delivery and budgeting, thus establishing logical links between authorized
spending, broad organizational goals and sets key steps to execution. The
policy outlines the need to initiate the strategic planning process, prepare a
mission statement, assess environmental factors, identify critical issues,
agree on a small number of broad goals, develop strategies to achieve Long
Range Principles, develop objectives, create an Action Plan, incorporate
performance measures, obtain approval of the plan, implement the plan,
monitor progress, and finally to reassess the strategic plan.

» Policy 2.1.0 Financial Standards: This policy states that the Board of Trustees
will maintain a set of Long Range Principles under the Strategic Planning
Process. They will include at a minimum an element for each of the following
areas: 1) Resources and Environment; 2) Finance; 3) Workforce; 4) Services;
5) Facilities; and 6) Communications.

« Policy 3.1.0 Conduct of Meetings of the Board of Trustees: This policy allows
the Board of Trustees to fix the time and place of the regular meeting of the
Board of Trustees and provide the manner in which special meetings may be
called, for proceedings of the Incline Village General Improvement District,
Washoe County and State of Nevada. It addresses regular meetings, special
meetings, meeting places, holidays, item(s) of business, rules of proceedings,
assures that Robert’'s Rules are followed, agenda preparation,
reconsideration, public participation, officers of the Board, authorization to
signh checks, facsimile signature, reports, consent calendar, legislative matters
and conflict resolution.

« Policy 4.1.0 Performance Measurement for Decision Making: This policy states
that program and service performance measures will be developed and used
as an important component of long term financial planning and decision
making. It is linked to the budgeting and performance measures as an
integral part of the budget process. The expectation is that meaningful
performance measures are produced and expanded as identified.

18



o Policy 5.1.0 Budgeting for Results and Outcomes: This policy establishes
parameters to achieve the objective of integrating performance into the
budgetary process. These processes will until conducting analysis, prioritize
results, allocate resources, set measures, monitor outcomes and
communicate performance results.

« Policy 6.1.0 Adoption of Financial Practices: This policy establishes that the
District will maintain the following processes: 1) financial planning as it
pertains to a balanced budget, long-range planning, and asset inventory; 2)
revenue as it pertains to revenue diversification, fees and charges for
services, use of one-time revenue and use of unpredictable revenues; 3)
expenditures for debt capacity, issuance and management of debt service,
reserve or stabilization accounts, and operating and capital expenditure
accountability.

» Policy 7.1.0 Appropriate Level of Fund Balance: This policy addresses
maintaining a formal practice on the level of fund balance that should be
maintained in the General and Special Revenue Funds.

« Policy 8.1.0 Establishing the Estimated Useful Lives of Capital Assets: This
policy addresses the estimated useful lives of the District’s capital assets and
the approach taken. Normally, the District's past experience with similar
assets that guide the estimated useful lives. [n situations where the
documentation of the District's own past experience for a given type of capital
asset, is not adequate for this purpose, the District will consider the
experience of other governments, professionally determined specifications
and private-sector enterprises. The following factors are also considered:
quality, application of the asset, environmental conditions that impact the life,
matching the asset to the department use, and maintenance of the asset.

« Policy 9.1.0 Establishing Appropriate Capitalization Thresholds: This policy
addresses the guidelines in establishing capitalization thresholds and the
estimated useful life. It addresses that the potentially capitalizable items
should only be capitalized if they have an estimated useful life of greater than
two years following the date of acquisition or placed into service; and that
capitalization thresholds are best applied to individual items rather than to
groups of similar items (e.g., desks and tables), unless the effect of doing so
would be to eliminate a significant portion of total capital assets. In no case
will the District establish a capitalization threshold of less than $5,000 for any
individual item. Capitalization thresholds, if the District is a recipient of
Federal awards, then Federal requirements will prevail, when they prevent the
use of the District capitalization thresholds.

« Policy 10.1.0 Use of Local Government Investment Pools: This policy outlines
items for consideration when using Local Government Investment Pools
(LGIPs); such as, the investment eligible under governing laws and that the



District fully understands the investment objectives, legal structure and
operating procedures of the investment pool before placing any money in the
pool.

o Policy 11.1.0 Investment Management: This policy addresses that the District
properly managing the risk in its portfolios to achieve investment objectives
and comply with investment constraints. This is accomplished by carefully
and clearly defining what the objectives mean for safety, liquidity, and return
to the District, preparing a cash flow projection to determine liquidity needs
and the level and distribution of risk that is appropriate for the portfolio,
considering political climate, stakeholders’ view toward risk and risk
tolerances, ensuring liquidity to meet ongoing obligations (investing a portion
of the portfolio in readily available funds, such as Local Government
Investment Pools, money market funds, or overnight repurchase
agreements), establishing limits on positions in specific securities to protect
against default risk, limiting investments in securities that have higher credit
and/or market risks, defining parameters for maturity/duration ranges and
establishing a targeted risk profile for the portfolio based on investment
objectives and constraints, risk tolerances, liquidity requirements and the
current risk/reward characteristics of the market.

o Policy 12.1.0 Multi-Year Capital Planning: The District will prepare and adopt
comprehensive multi-year capital plans to ensure effective management of
capital assets. It is the District’s opinion that a prudent multi-year capital plan
identifies and prioritizes expected needs based on a community’s strategic
plan, establishes project scope and cost, details estimated amounts of
funding from various sources, and projects future operating and maintenance
costs. The capital plan should cover a period of at least five years, preferably
ten or more. This is accomplished by identifying needs, determining costs,
prioritizing capital requests, and developing financing strategies. Currently,
the District has taken the multi-year capital planning to twenty years.

» Policy 13.1.0 Capital Project Budgeting: This policy insures that the District
prepares and adopts a formal capital budget as part of their annual budget
process. The capital budget is directly linked to, and flows from the Multi-
Year Capital Improvement Plan. The capital budget is adopted by formal
action of the Board of Trustees, either as a component of the operating
budget or as a separate capital budget. It will comply with all state and local
legal requirements by preparing and adopting a capital budget and reporting
on the capital budget.

« Policy 14.1.0 Debt Management: This policy establishes a comprehensive
written debt management practice that it is reviewed annually in conjunction
with the budget process and revised as necessary. It establishes debt limits,
debt structuring practices, issuance practices, and the management of debt.

20



» Policy 15.1.0 Audit Committee: The Board of Trustees maintains an audit
committee. This policy was recently amended to re-structure the committee
to include five members — two Trustees and three At-Large appointees. As a
general rule, no one having managerial responsibilities that fall within the
scope of the audit should serve as a member. The Policy establishes that the
independent auditor reports directly to the audit committee, the scope of the
audit committee’s authority and responsibilities, and the structure of the audit
committee.

« Policy 16.1.1 Recreation Roll: This policy supports the establishment and
eligibility to pay the Recreation Facility Fee and, where applicable, the Beach
Facility Fee. It sets the prescribed Recreation Facility Fee and the Beach
Facility Fee to all qualifying real properties within the boundaries of the
District and in one of the following categories: 1) all dwelling units on
developed residential parcels; 2) all commercial parcels; and 3) all
undeveloped residential parcels which are not designated as unbuildable.

e Policy 17.1.0 Personnel Policies: The Personnel Policies have been adopted
by the Board of Trustees to carry out Incline Village General Improvement
District’s level one policy statement to adopt uniform personnel policies that
will enable each employee to make his/her fullest contribution to the programs
and services of the District..

« Policy 18.1.0 Central Service Cost Allocation Plan: Establishes the basis for
allocating and billing costs of services provided by the District's General Fund
to the Enterprise and Special Revenue Funds. This Policy provides for the
costs allowed, allocation method and billings rates.

« Policy 19.1.0 Appropriate Level of Working Capital: The District will maintain a
formal practice on the level of working capital that should be maintained in the
Utility (Enterprise) Funds. Working capital is defined as current assets minus
current liabilities; the District will consider certain characteristics of working
capital that affect its use as a measure. Specifically, the “current assets”
portion of working capital includes assets or resources that are reasonably
expected to be realized in cash (e.g., accounts receivable) or consumed (e.g.,
inventories and prepaid expenses) within a year.
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The following Practice statements support the high level Policies set by the Board
of Trustees.

o Practice 7.2.0 Appropriate Level of Fund Balance: (Relevant Policies 1.1.0
Strategic Planning, 7.1.0 Appropriate Level of Fund Balance, 12.1.0 Multi-
Year Capital Planning, and 13.1.0 Capital Project Budgeting, 14.1.0 Debt
Management): This practice sets the parameter to maintain Fund Balance in
each governmental fund type in a manner which provides for contractual and
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. The General Fund must meet the minimum balance
requirements under Nevada Administrative Code Section 354 (4% of
operating expenses). The Special Revenue Funds utilize 25% of the current
adopted budget operating expenditures (not including capital expenditure or
debt service).

« Practice 9.2.0 Capitalization of Fixed Assets: (Relevant Policies: 8.1.0
Establishing the Estimated Useful Lives of Capital Assets and 9.1.0
Establishing Appropriate Capitalization Threshold for Capital Assets). This
practice sets the capitalization thresholds and useful lives for asset classes.
It also outlines the physical control to be exercised over District assets.

Asset Class Minimum cost

Equipment $ 5,000.00

Structures and Land Improvements $10,000.00

In addition to cost, all of the following criteria shall also be used;
1) The normal useful life of the item is three or more years,

2) The item has an acquisition cost (including freight and
installation) of at least the amounts listed above in each asset
class, 3) The item will not be substantially reduced in value by
immediate use, 4) In case of repair or refurbishment, the outlay will
substantially prolong the life on an existing fixed asset or increase
its productivity significantly, rather than merely returning the asset
to a functioning unit or making repairs of a routine nature, and 5)
The capitalization threshold is applied to individual items rather
than to groups of similar items (e.g. desks and tables).
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o Practice 11.2.0 Investment Management: (Relevant Policies: 10.1.0 Use of
Local Government Investment Pools and 11.1.0 Investment Management):
This practice outlines the District’s ability to invest public funds in a manner
which provides the highest investment return consistent with the need for
safety and liquidity while meeting its routine and non-routine cash flow
requirements and complying with all federal, state and local statutes and

regulations governing the investment of public funds. The primary investment

objective is to obtain the maximum investment return in light of the following
constraints: safety, risk, liquidity, cash flow requirements and operating within
the guidelines of statues and regulations.

e Practice 13.2.0 Capital Expenditure: (Relevant Policies: 1.1.0 Strategic
Planning, 9.1.0 Establishing Appropriate Capitalization Threshold for Capital
Assets, 12.1.0 Multi-Year Capital Planning and 13.1.0 Capital Project
Budgeting.) This practice outlines the authority and decision making
responsibilities, financing resources and project life cycle for capital spending.
It outlines clear levels of Trustees, General Manger, and operations staff
duties as to planning, feasibility, scheduling, funding, design/specification,
and constructing/acquisitions.

« Practice 14.2.0 Debt Management: (Relevant Policies: 11.1.0 Investment
Management and 14.1.0 Debt Management and Limits.) This practice
ensures that debt principal and interest payments are made on a timely and
cost effective basis.

« Practice 14.2.1 Debt Issuance Limitations: (Relevant Policies: 11.1.0
Investment Management and 14.1.0 Debt Management and Limits.) This
practice is to ensure that debt, through the issuance of bonded indebtedness,
is limited to appropriate levels and the District will manage outstanding bonds
through a measure of affordability as stated in the practice (such as, debt
issued for non-utility purposes must remain within a Debt Coverage Ratio of
at least 1.5 times). Debt issued for utility purposes must remain within a Debt
Coverage Ratio of 1.75 times. Issuing a bond for any non-“utility” project or
group of projects only when that is more than $2,500,000, and can be repaid
within 10 years of issuance and issuing a bond for any “utility” project or
group of projects only when that is more than $2,500,000 and can be repaid
within 20 years of the completion of the project acquisition or construction.

 Practice 18.2.0 Central Service Cost Allocation Plan: Relevant Policy 18.1.0
Central Service Cost Allocation Plan, outlines the specific costs allowed for
allocation (the District has selected to use only Accounting and Human
Resources even though more are eligible), establishes the method for
allocation including the basis as budgeted data, and identifies the manner of
monthly billing for services and establishes a limit not to exceed budgeted
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amounts.

o Practice 19.2.0 Appropriate Level of Working Capital: Relevant Policies: 1.1.0
Strategic Planning, 12.1.0 Multi-Year Capital Planning, and 13.1.0 Capital
Project Budgeting, 14.1.0 Debt Management, 17.1.0 Appropriate Level of
Working Capital: This practice is to maintain Working Capital in each
Enterprise Fund 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.
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Policy Resolutions express the opinion, intention, or recognition by the Board of
Trustees regarding District matters. The policy resolutions relating to financial matters
are to be rescinded and converted into the current format of the Policies and Practice
Statements that represent best business practice. Some policy resolutions have been
repealed and replaced with Policy and Practice statements. The following Policy
Resolutions impacting financial results are still in effect:

« Policy Resolution 105 aka Resolution 1480, Personnel Management: The
Incline Village General Improvement District (IVGID) is committed to
maintaining a dedicated and motivated work force, while developing its Staff's
technical and professional standards to meeting changing demands for
services with the Village. This policy statement establishes a framework
which the Board of Trustees and the General Manager will use in addressing
personnel matters within IVGID. The District operates under a Board-
Manager form of government which places the Board of Trustees in the role
of establishing overall IVGID policy direction. IVGID Staff is appointed to
administer and execute day-to-day operations. The Manager is responsible
for supervising these operations and providing general administrative
direction. With regarding to IVGID personnel, it is the Board’s responsibility to
establish overall guidelines governing IVGID’s approach to personnel matters.
The Manager’s role is to put these guidelines into the day-to-day practice of
hiring, firing, motivating, promoting, demoting, compensating, and training
individual employees.

« Policy Resolution 110 aka Resolution 1493, Policy Statement on Community
Relations Expenditures. The purpose of this policy resolution is to ensure
proper and frugal expenditure of public dollars for requests for financial
participating in community events. The cash expenditure for any one event
over $1,000 must be approved by the Board of Trustees, and must be related
to a purpose authorized by Nevada Revised Statues 318, sponsored by a
local non-profit group, a one-time event, and the District’s participation must
be unique and not merely a contributor to a community fund-raising drive.

« Policy Resolution 132 aka Resolution 1701, Fundraising/Donation Activities at
IVGID (District) Facilities: The purpose of this policy resolution is to establish
a process and procedures by which the District donates the use of District
facilities. This policy allows an organization to request the donation of a
District facility. They must be a qualified, non-profit, volunteer organization or
activity based in Incline Village/Crystal Bay, North Tahoe Region, government
agency, or a local school that administers and conducts the activity
themselves. The request will be considered on a first-come, first-served basis
and use of District facilities will be evaluated on a venue by venue basis
balancing capacity and the resident’s needs as the key criteria. The activity
must not be for commercial or personal gain with the exception that business
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collaboration results in advertisements and its benefit to business. The
activity must be overseen by the sponsoring organization and a lead
individual identified to handle details up to and through the day of the event.
This person must be someone who is in attendance at all times the day of the
event. [VGID will have no responsibility for the administration of the event or
for the funds collected by the activity.

« Policy Resolution 137 aka Resolution 1801, A policy for the provision of
records to the public and an appointed of a District Public Records Officer.
This policy resolution aligns the District public request with the Nevada
Revised Statue 239, Nevada Public Records Law and Nevada Revised
Statue 241, Nevada Open Meeting Law.
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Incline Village General Improvement District

1. EFFECTIVE INTERNAL CONTROLS

Policy

Incline Village General Improvement District (IVGID) should maintain an
effective system of internal control in order to monitor compliance with
policies and procedures established by management. IVGID operates
under provisions of the Nevada Revised Statutes, Chapter 318. The
District has been granted authority to provide water, sewer and refuse
collection services and recreational facilities and programs for the benefit
of individuals owning property or residing within its geographical
boundaries.

Internal controls are divided into two areas: accounting controls and
administrative coritrols. Administrative controls deal with the operations
of the business, whereas the accounting controls deal with accounting for
such operations. This manual focuses on internal accounting controls
(although there may be some overlap between the two). Accounting
controls are designed to achieve the five basic objectives:

Validation

Validation is the examination of documentation, by someone with an
understanding of the account system, for evidence that a recorded
transaction actually took place and that it occurred in accordance with the
prescribed procedures.

Accuracy

The accuracy of amounts and account classification is achieved by
establishing control tasks to check calculations, extensions, additions,
and account classifications.

The control objective is to be certain that each transaction is recorded at
the correct amount, in the appropriate account, and in the right time
period following generally accepted accounting principles (GAAP).
Control tasks, which ensure that transactions are recorded and reported
in the proper accounting period, are essential to accurate financial
reporting.

Completeness

Completeness of control tasks ensures that all transactions are initially
recorded on a control document and accepted for processing once and
once only.

Completeness controls are needed to ensure proper summarization of
information and proper preparation of financial reports. To ensure proper
summarization of recorded transactions as well as a final check of
completeness, subsidiary ledgers and journals with control accounts need
to be maintained. This is because individual transactions are the source
of the ultimate product — financial reports.

Completeness can be achieved by using two techniques. One is to
sequentially number all transactions via documents as soon as the
transactions occur and then apply the control task of accounting for all the
numbered documents completed in the processing. The use of “control
totals” also provides information by which control is exercised. Totaling
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Incline Village General Improvement District

Procedures

the critical numbers before and after processing does this. When the two
totals agree, one assumes that the processing is complete.

Maintenance

The objective of the maintenance controls is to monitor accounting
records after the entry of transactions to ensure that they continue to
reflect accurately the operations of the business. The control system
should provide systematic responses to errors when they occur, to
changed conditions, and to new types of transactions. The maintenance
function should be accomplished principally by the operation of the
system itself. Control maintenance policies require procedures,
decisions, documentation, and subsequent review by a responsible
authorized individual. Disciplinary control tasks, such as supervision and
segregation of duties, should ensure that the internal control system is
operating as planned.

Physical Security

It is important that the assets are adequately protected. Physical security
of assets requires that access to assets be limited to authorized
personnel. One means to limit access to both assets and related
accounting records is through the use of physical controls. Protection
devices restrict unauthorized personne! from obtaining direct access to
assets or indirect access through accounting records, which could be
used to misappropriate assets. Locked storage facilities restrict access to
inventories, and fireproof vaults prevent access to petty cash vouchers.
Transaction recording equipment limits access to assets by limiting the
number of employees involved in recording and posting transactions,
thereby minimizing the possibility of misrepresentation.

Determination of Validity

1.1 An informed individual should review transactions and a
determination made as to their validity — which appropriate
approvals have been obtained and/or comparisons have been
made to the underlying documentation.

Control of Documents
1.2 All transactions should be entered on a control document.
(a) f the document is internally or externally generated it should
be prenumbered and physical control should be maintained
over unissued documents.

Check for Accuracy

1.3 Documents supporting transactions should be checked for
mathematical accuracy. The extent of checking can either be
100% or spot checking of certain amounts.

Record in Appropriate Journals

1.4 As transactions are completed (and/or matched with other
supporting documentation), they should be entered into the
appropriate journals or registers with a notation or cross-reference
indicating the completion of the transaction.
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Incline Village General Improvement District

Investigation of Unprocessed Transactions
1.5 Unprocessed transactions should be investigated periodically by a
person other than the record keeper and corrective action taken.

Performance of Monthly Reconciliations

1.6 Reconciliations between subsidiary records and control accounts
should be performed monthly to ensure that postings are correct
and adjustments have been properly processed.

Timely Investigation of Differences
1.7 All differences should be investigated on a timely basis.

Safeguarding of All Accounting Records
1.8  All assets and the accounting records should be properly
safeguarded to prevent theft.
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Incline Village General Improvement District

Computer Overview

The Information Technology Division directs and oversees the District’s Computer network and
all computer hardware, software, telecommunication, telephone and troubleshooting.

1. APPLICATION CONTROLS

Policy

Procedures

Application controls should be applied to ensure the completeness,
accuracy, and validity of data.

Through a combination of both manual and programmed procedures,
each application should include a series of control steps to be followed
from the onset of a task through its final disposition.

Completeness of Input

1.1 Completeness of input is concerned with whether or not all
transactions are recorded. All transactions should be recorded
and input into the system once and only once.

Accuracy of Input

1.2 Accuracy of input controls focuses on the data associated with
each transaction. All transactions should be recorded and input
accurately into the system.

Authorization of Transactions
1.3 Controls over authorization of transactions are designed to ensure
that only authorized or valid transactions are processed. All
transactions should be subject to at least one the following
techniques in order to determine their validity:
(a) Authorization by a responsible person should be required for
all transaction data. This process may take place on-line.
(b) Security measures that restrict access to various
administrative or accounting functions, terminals, programs
and data should be employed.
(c) Computer matching using masterfiles with preapproved
standing/transaction data should be applied.

Handling of Rejected Transactions

1.4 All transactions rejected during editing should be identified,
investigated, and corrected on a timely basis. Transactions
should then be reintroduced to the system and subject to the
same editing and control procedures as original transactions.
Procedures should be established to ensure that all rejected
transactions are ultimately corrected and reprocessed. Rejected
items will not be recorded in the system.

Completeness and Accuracy of Updating
1.5 Update of data controls is needed to ensure that masterfiles are
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completely and accurately updated. Controls should be
established to ensure that all transactions are updated accurately
to relevant files once and only once.
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2. PROGRAM MAINTENANCE

Policy

Procedures

Maintenance controls should ensure that changes to programmed
procedures are designed appropriately and implemented effectively.

Controls over maintenance focus only on the process that should be
followed for program modifications. These controls should include the
handling of the request, programming or updating, testing, the approval to
move the program into the production environment, and the actual move
to production.

Internally Maintained Applications

2.1

Internally maintained applications are programs that are
enhanced, or supported, in house. Regardless of who makes the
modification, there should be procedures that are followed
consistently throughout IVGID.

IVGID can make use of contract programmers to enhance or
maintain its system. These outside programmers should still
follow the same development and testing procedures as in-house
programmers. Also, all appropriate documentation should be
properly updated before the contract with the programmers
expires.

Completeness of changes should be ensured via a manual or
computerized system to track change requests from submission to
implementation. A service request form should be required for all
maintenance whereby management can establish that all requests
have been considered and, if so, prioritized and implemented on a
timely basis.

The user and data processing personnel should be involved in
evaluating the reasonableness of the modification request and the
acceptance of the modification. Both parties should meet to
discuss costs and benefits and identify alternatives. Once validity
of the request has been established, the user and relevant data
processing personnel should evidence approval.

A procedure should be established whereby management
considers all major requests and decided actions to be taken,
including setting priorities for outstanding requests.

Modifications should be properly tested and approved before
being placed in production. The extent of the testing depends on
the significance of the change.

Controls should be implemented to prevent production files from
being used in testing. Testing procedures should be designed to
prevent unauthorized coding from being inserted into the program.
The user should make an independent review and approval of test
results.
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Procedures should be established to ensure that all-relevant
system and/or program documentation is properly updated.

Vendor Maintained Packages

2.2

Controls over maintenance of package systems by their
respective vendors should ensure the validity and proper
implementation of modifications. Most of the procedures
described in 2.1 should still apply.

Whether modifications are introduced by the vendor or user,
approval by the user and appropriate data processing personnel
as to the appropriateness of the modifications with regard to the
user's requirements should be made.

Proper testing procedures should be followed regardless of who
modifies the package.

The documentation described in 2.1 should be appropriately
updated either by the vendor or user.

Cataloging

2.3

Cataloging is a method of moving amended programs into the
production environment. The following procedures.-should be in
place to ensure that only tested and approved programs are
transferred from the test to the production environment.

Different versions of each program should be distinguishable so
as to ensure that the most current versions of the programs are
the ones subject to modification.

Controls should be established to ensure that unauthorized
changes cannot be made to programs between the time they are
tested and approved and the time they are transferred to
production status. The use of an intermediate secured library
should be considered for this purpose.

Only programs that have been properly approved and tested
should be transferred to production status. A cataloging
authorization form should be used to ensure and document that
proper approval and testing has occurred. Care must be
exercised to ensure that the versions of the programs involved in
the transfer are the same versions that were in fact tested and
approved.

All relevant program libraries should be properly updated with the
appropriate versions.
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3. COMPUTER OPERATIONS

Policy

Procedures

Computer processing should be performed on a consistent basis.

Computer operations controls ensure that authorized programmed
procedures are consistently applied, that correct data files are used, and
that processing can be properly resumed in the event of system failures.

Scheduling

3.1 The primary control considerations in job scheduling are whether
jobs are run at the appropriate points in time and in the correct
sequence. When on-line application systems are in operation,
scheduling will be relevant only to regular baich jobs, end-of-day
or period routines, and back-up and housekeeping routines.

Daily operations schedules for all jobs and programs to be run
should be prepared and approved by a responsible individual.

Controls should be established to ensure that all jobs and
programs are processed in accordance with the schedules. Any
departures from the schedules should be documented and
approved by a responsible individual.

Job Set-Up and Execution

3.2 Written procedures and instructions should be established
regarding the set-up and execution of each application job or
program. These instructions should be developed and approved
by responsible representatives from the computer operations
division.

Controls should be established to prevent or detect unauthorized
changes to approved job set-up instructions, including processing
parameters. Any variations to job set-up instructions shouid be
documented and approved by a responsible individual.

Operator Actions
3.3  Control procedures should cover the actions of computer
operators, such as supervision and review of their work.

Controls should be established to ensure the proper identification
and reporting of all abnormal conditions: system failures, system
restart or recovery, emergency situations, etc.

Supervision should include regular reviews of operator actions.
Particular attention should be given to situations of abnormal
conditions (as mentioned above) to ensure that processing results
were not adversely affected.
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Back-Up and Recovery

3.4

4. SECURITY

Policy

Procedures

Controls over recovery from processing failures require that data
be regularly copied as back-up, that the processing status at the
fime of failure can be established, and that procedures ensure that
proper recovery takes place. The computer department should
handle recovery with involvement by various other departments as
deemed necessary.

Controls should be established to ensure that program libraries
are regularly backed up, together with a record of changes made
between back-ups.

Controls should be established to ensure that data files and
programs are recovered properly after a processing failure and
that errors are not introduced during the recovery process.
Should modifications to data files or programs be necessary
during an emergency situation, procedures should ensure that all
changes made are accurate and authorized.

To ensure that back-up copies of data files and programs are
available for recovery during an emergency situation, back-up
media should be stored in an off-site facility. The off-site location
should be secure and environmentally protected as well as
sufficiently remote to realistically serve its purpose.

A contingency plan should be developed that ensures the
continuity of applications processing in the event of an unexpected
interruption of computer service, taking into account and
documenting possible risk scenarios. Once a plan has been
developed, approved, and documented, it should be periodically
tested in order to ensure that all its pieces work properly and
rernain consistent.

Access 1o information stored on a computer should be restricted.

Management should identify and classify computerized resources and
protect them with a well-organized combination of software and manual
procedures. Security software provides the ability to restrict access to the
system at various levels: system, application, application function, data
file, and data element.

Overall System Access Controls

4.1

Controls should be established to prevent unauthorized access to
the system and to restrict each user’s access based on specific
job-related functions. Based on a user's ID and password, the
operating system will force the user into a restricted
workshell/menu out of which the user cannot venture. All

11
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unauthorized attempts to bypass access controls should be
reported and promptly investigated.

Network access is obtained by completion of the Network Access
Authorization Form. This form is to be completed by managers or
supervisors for each employee and sent to the IT division. Upon
receipt individual access will be established.

Internet Access is a privilege and should not be abused. IVGID
does have a policy regarding visiting web sites that are not related
to your job or that are inappropriate (see section Vi, electronic
communications for further details. Internet access is given
through the Network Authorization form.

Security Policy

4.2

4.3

Management should develop and communicate a security policy
stating their position on information security. Such a policy should
consist of a set of written guidelines promoting rules and criteria
about the treatment of computerized resources.

Responsible individuals independent of the programming function

should perform administration of access security controls.

(a) Only authorized individuals should be assigned system IDs
and passwords that permit access to the system. An access
request form should be used to ensure and document proper
authorization. Each ID should be unique in order to track user
activities and provide for accountability.

(b) Passwords should be used to ensure the correct identification
of authorized users by the system. Passwords should be kept
secret, not easily guessed, and changed on a reguiar basis.

(c) All access privileges should be promptly canceled or amended
for terminated or transferred employees.

(d) Adequate security and controls should exist over the ability to
perform administration of all of the functions mentioned above.

(e) Periodic security reviews should be conducted to ensure that
access privileges granted remain appropriate.

Dial-Up Access

4.4

Controls should be established to prevent unauthorized access via
dial-up mechanisms.

Physical Access

4.5

Physical access to all computer facilities and other areas identified
as containing sensitive information should be limited at all times,
including evenings, weekends, and holidays. Computer facilities
include terminals, modems, and communications lines, as well as
the computer itself. Depending on the circumstances, physical
access shouid be treated with the same formalities as described in
4.1 for system access.

Custody of Data and Programs Stored Off-Line

12
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4.6

Magnetic tapes, diskettes, and removable disks containing
programs or data files, including back-up copies, should be
protected and uniquely identified. Control procedures should be
established over the existence and movements of all off-line
media. Off-line media should be stored in secure environments
and should be accessible only by individuals ‘authorized by
management.

Utilities and High-Level Programming Languages

4.7

The use of high-level programming languages and utility programs
that can be used to modify data files should be restricted to
appropriate personnel authorized by management. in addition,
the use of such programs should be closely monitored by a
responsible official for appropriateness.

Bypassing Normal Acc¢ess Controls

4.8

When it becomes necessary to bypass normal access security
controls, such as during emergency situations, a responsible
official should authorize the action. Such authorization may be
informal at the onset of the conditions that caused the temporary
change in policy, but formal written authorization should
nevertheless be provided after the fact. It is also important to
ensure that normal access security controls are reinstated as soon
as possible and that any changes to data files have been properly
controlled and approved. :

Output

4.9

Data security extends beyond the physical domain of computer
hardware. Printed reports containing sensitive information should
be produced only according to an approved schedule or when
requested with the authorization of a responsible official.
Sensitive output that is not printed directly but is held on-line or
transmitted to a remote computer should be controlied to prevent
or detect changes to the output prior to printing and to ensure that
the output reaches only its intended destination.

13
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Incline Village General Improvement District

1. MAINTAINING AN EFFECTIVE ACCOUNTING SYSTEM

Policy

Procedures

Incline Village General Improvement District (IVGID) has established and
maintains an effective accounting system to capture data regarding the
economic activity of the governmental and enterprise funds.

Management requires accurate and timely financial reports in order to
judge the performance of the district operations and plan for future
activities. Preliminary operating reports are published on the 5" business
day following the end of a month, and final operating reports are
published on the 10" business day following the end of a month.

Monthly financial reports are published approximately within ten business
days of the final operating reports.

A Comprehensive Annual Financial Report (CAFR) is published at the
conclusion of our yearly audit. An outside auditing firm approved by our
Board of Trustees and management completes our audit.

General Ledger Set-Up and Posting

1.1 IVGID has set up a general ledger system to quickly and
accurately accumulate all financial transactions. The framework
for this system is called the chart of accounts. The chart of
accounts consists of the account titles and account numbers
assigned to the titles. The account titles are developed from an
understanding of the economic activity and the information
management deems necessary in the financial reports. Account
tittes must appropriately describe the assets, liabilities, equity,
revenues, and expenses of IVGID.

Arrangement of Account Titles

1.2 Account titles within the chart of accounts should generally be
arranged in the following order:
o Assets
e Liabilities
o Equity
e Revenue
o Expenses

Within these categories, current accounts are grouped first,
followed by long-term accounts. Referring to our chart of
accounts, note that current assets such as cash, accounts
receivable, and inventory are listed before long-term assets such
as land and buildings.

Accounts are numbered in the following manner:

1000-2999 Assets
3000-3900 Liabilities
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4000-4999  Equity

5000-5999  Revenue

6000-6999  Expenses

7000-8900  Nonoperating Revenue/Expense

Establishment of Conira Accounts

1.3

IVGID’s account systems record transactions at their historical
cost. However, there are instances where generally accepted
accounting principles require that an account be presented in the
financial reports at a lesser amount. This is accomplished through
the use of contra accounts, allowing the accounting system to
maintain records of the accounts at historical cost. However, for
financial reporting purposes, accounts receivable must be reduced
for accounts that will not be collected. Therefore, the allowance
for doubtful accounts is established to reduce accounts receivable
to its collectible amount.

Financial Information Adequacy

1.4

The accounting systems provide adequate financial information on
a divisional level.

Although business enterprises are extremely concerned with their
overall operating results, they often require more detailed
information to know how various segments of the business are
performing. Businesses with more than one profit center or
division must know detailed information about each area to
determine if it is profitable or not.

Additional codes added to the accounts in the chart of accounts
give all of the detail needed for each profit center or division.
The computerized accounting system is able to produce financial
reports for each profit center or division, as well as combined
reports to show the overall financial position and results of
operations of the organization.

The chart of accounts is arranged so that each profit center or
division is consistent with each other. The accounts are arranged
consistently so that the operating result of each profit center or
division can be quickly merged with the operating results of other
profit centers or divisions to produce the overall results for the
entire organization.
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2. GENERAL LEDGER ACTIVITY

Policy All valid general ledger entries, and only those entries, should be
accurately recorded in the general ledger.

The general ledger consists of control accounts for accounts in the chart
of accounts. These accounts are listed in the general ledger in numerical
order with the account title. The general ledger is maintained on
JDEdwards software.

Procedures Posting Monthly Activity to the General Ledger
2.1 At least monthly, all activity should be posted to the general
ledger. The postings to the general ledger accounts may come
from any and all of the following sources:
o General journal — adjusting journal entries
Sales journal — sales and account receivable activities
Purchases — expense and accounts payable entries
Payroll journal — payroll summary
Cash receipts journal
Cash disbursements journal
Our computerized accounting software package, JDEdwards, is
fully interactive and posts journal activity to the general
ledger on command by a computer operator. Daily sales and
cash receipt journal entries are automatically uploaded daily
from our operating locations.

Documentation of Entries Not Originating from Journals

2.2 All entries that do not originate from journal entries should have
supporting documentation.
Certain entries (recurring adjusting journal entries) are made
every period. These entries include, but are not limited to the
following:

Depreciation of fixed assets

Amortization of intangible assets

Amortization of prepaid expenses

Amortization of deferred revenue

Accrual of interest expense on notes that are not paid within

each accounting period.

Nonrecurring adjusting journal entries must be prepared to

properly reflect account balances. Nonrecurring adjusting journal

entries include, but are not limited to the following:

e Correction of posting errors

e Accrual of income and expense items

e Recording of noncash transactions

¢ & ¢ ¢
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Adequate Documentation for All Journal Entries

2.3 All journal entries should be prepared only on the basis of
adequate supporting documentation. Journal entries should
include pertinent information such as original date, exact amount,
vendor name, and reason for adjustments,

Authorization of Entries

2.4  All journal entries into the general ledger should be authorized by
the Controller.

Review of All Authorized Vouchers

2.5 A review should be performed of the sequential voucher number
to ensure that all entries have been made and posted accurately
and timely.

Filing and archiving journal entries

2.6  All journal entries are to be kept in a central area in the finance
and accounting division with access to accounting personnel.
They are to be filed numerically in binders by general ledger
month. These binders will be made available to our outside
auditors during the yearly audit.

After the audit is completed, all journal entries are to be scanned
and archived in a secure place.
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3. ADEQUATE GENERAL LEDGER MAINTENANCE

Policy

Procedures

The general ledger should be adequately maintained.

As stated throughout this section, the general ledger accounts are the
source of all the financial reports used by management. It is therefore
critical that the accounting records, after the entry of transactions in them,
are properly controlled so that they continue to reflect accurately the
operations of the business.

A trial balance should be prepared periodically from the general ledger.
The trail balance should list all general ledger accounts and their
balances as of a particular date. The trial balance will verify the general
ledger account balances and serves as a workpaper to make adjustments
to any accounts to correct their balances.

Performance of Reconciliations

3.1 Reconciliations should be performed at least twice per year
between control accounts maintained in the general ledger and
the subsidiary ledgers.

Review of Trail Balance and Reconciliations

3.2 The Controller should review the trail balance and the
reconciliations. The reasons for differences noted should be
investigated and any adjustments properly processed in the form
of journal entries.

Close of Income and Expense ltems

3.4 At the end of the fiscal year, all items of income and expense
should be closed so that they will not carry forward to the next
fiscal year. After the closing entry is posted to the general ledger,
the income and expense accounts should be zero, and the
general ledger is ready to begin accepting transactions for the
next fiscal year.
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1. CASH MANAGEMENT

Policy

Procedures

Incline Village General Improvement District (IVGID) should maintain an
effective system of cash management that anticipates cash needs and
plans adequately to satisfy them and to be in compliance with Nevada
Revised Statues.

Cash is required to pay for all assets and services purchases by IVGID
and to meet future obligations as they come due. The disbursements of
cash, therefore, are a regular occurrence, and a sufficient level of cash
should be kept available to meet these requirements. However, cash is
not a productive asset, as it earns no return. Therefore, only cash
necessary to meet anticipated day-to-day expenditures plus a reasonable
cushion for emergencies should be kept available. Any excess cash
should be invested in liquid income-producing instruments.

The District’s Controller invests operating and capital reserves following a
formal investment policy adopted by the Board of Trustees.

Maximizing Return on Idie Funds

1.1 Cash not required for operations should be invested. Authorized
investments include obligations of the U.S. Government or U.S.
Treasury with maturates of ten years or less, the local government
investment pool, certificates of deposit issued by commercial
banks or insured savings and loans, short-term negotiable notes
or bonds issued by local governments, and bankers’ acceptances
eligible by law for rediscount with the Federal Reserve Banks not
to exceed 180 days.

Expediting of Cash Receipts
1.2 The time lag between service performance and the deposit of
funds to IVGID’s bank account should be kept to a minimum.
(a) Invoices/billings should be issued timely and consistently, and
as close as possible to the time of performance.
(b) All customer remittances should be sent to a single address at
each of our facilities - utility, golf, ski, recreation, and general
administration areas.

Collection Practices

1.3 A review of accounts receivable listings for past due balances
should be performed on a continuous basis by qualified personnel
at each of our facilities. Delinquent accounts should be contacted
immediately.

Deferring Disbursements

1.4  Cash disbursements should be released at the latest acceptable
time, without affecting relationships with vendors. However, early
payment discounts should be taken. Checks will be mailed at the
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end of each week on Fridays. Exceptions will be made if a holiday
falls on a Friday. Vendor checks over and above $2500 must be
approved by our Board of Trustees during their next scheduled
meeting. Upon approval, those checks will be immediately
mailed.

Cash Budgets

1.5 A cash budget should be prepared in order to effectively manage
cash balances. The budget should be prepared on an annual
basis, broken down by month. Monthly reports will let
divisions monitor each component by comparing actual
performance with budget, both for the current month and
cumulatively.

2. CASH RECEIPTS

Policy

Procedures

Control should be established over ali cash, checks, and credit card
payments received, and they should be deposited promptly within three
days in IVGID’s bank account.

Cash receipts should be protected from misappropriation. Physical
access to cash receipts and cash receipt records should be limited to
authorized personnel. Additionally, cash receipts should be recorded in
the appropriate accounting period. Cash over/short should be recorded
and should not be forced to zero. Adjustments to cash over/short and
receipts are to be made with the proper audit trail.

Opening the Mail
21 The mail is to be opened and a listing of cash and/or checks
received should be prepared under the supervision of
a responsible staff member.
(a) Individuals preparing the list of cash receipts should
be persons other than those who deal with accounts receivable,
accounts payable, or the general ledger.
(b) The listing of cash receipts should include the name, amount,
date, and person and division to whom the cash receipt was sent.

Endorsement of Checks
2.2 In situations where cash receipts are received directly by IVGID,
checks should be restrictively endorsed immediately.

Bank Deposits

2.3 All cash sales and check remittances should be deposited intact
daily. Completing and balancing a daily sales report and making
the deposit does not have to be completed simultaneously but
should be completed within three business days.
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Reconciliation of cash/checks received to bank deposits

2.4 Persons other than those who handle cash receipts should
compare records of cash receipts and summaries to deposit slips
to bank statements on a monthly basis.

Summarize Cash Receipts

2.5 Records of cash receipts should be summarized and totals
established for posting to the general ledger. Daily sales reports
should be completed and sent to accounting for posting or
uploaded into our financial system within three working days.

2.6 Return ltems (return checks) should be redeposited immediately.
Verification of good funds can be verified with the customer in a
discrete manner and handled only between the customer and our
appropriate personnel. Since our bank does not charge use a
return item fee, we do not charge our customers a return item fee.

3. DISBURSEMENTS FROM BANK ACCOUNTS

Policy

Procedures

Disbursements from bank accounts should be made only for valid
transactions.

The payment for goods and services, whether accomplished by check or
bank transfer, should be organized to ensure that no unauthorized
payments are made, that complete and accurate records are made of
each payment, and that payments are recorded in the appropriate period.
Additionally, physical access to cash and unissued checks must be
restricted to authorized personnel,

Preparing Checks and Bank Transfers

Checks and bank transfers should be prepared based on the

determination that the transaction is valid and is in accordance with the

following district procedures:

3.1 A determination that the transaction is valid shouid be
accomplished by reviewing the foliowing supporting
documentation as applicable:

(a) Invoices — together with receiving documents and purchase
orders.

(b) Payroll records.

(c) Petty cash vouchers.

(d) Remittance advices.

(e) Check requisitions.

A responsible person indicating proper authorization and coding should
sign all supporting documentation. All invoices, $500 or more, should be
completed through the purchase order process.

3.2 Persons other than those who initiate or approve any documents
should prepare checks and bank transfers.
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3.3

3.4

Checks and bank transfers should be designed or completed in
such a way to make subsequent unauthorized alternation difficult
through the use of protective paper, check imprint, and so on.
The following procedures are prohibited:

(a) Checks payable to “bearer” or “cash.”
(b) Checks signed in blank.
(c) Altered checks and bank transfers.

Check Signing

3.5

3.6

3.7

Officials other than those who approved the transactions for
payment should sign checks. Two signatures are required on
district checks. IVGID’s official signatories are the General
Manager and one of the district Trustees.

Limited control over the authorization of the use of the laser printer
must be monitored to protect check stock and usage.

An original and one copy of accounts payable checks are to be
printed. The copy should have “nonnegotiable” printed on them.
The original of the check is to be distributed to the vendor and the
copy attached to the voucher package for filing in the accounts
payable files.

Disbursement of Checks

3.8

After checks have been printed and properly matched with
voucher package, all checks should be forwarded to the payees.
Major checks (over $2,500) are listed on a Major checklist and
forwarded to the Board of Trustees. After the bi-monthly board
meetings, at which major checks are approved, these checks
should be immediately forwarded to the payees. Each weekly
check run will have some checks that are picked up by other
IVGID departments for distribution. These checks are to be listed
on a separate sheet and signed for by a responsible person when
picked up.

Maintenance of Check Control Log

3.9

A separate record of checks being processed should be
maintained by using a control log. The control log should contain
the date of the check, the range of the check numbers, the initials
of the person in charge of writing the checks, and the verification
initials of a supervisor.

A separate record of returned and/or voided checks should be
maintained. This log should contain the name of the payee, the
date the check was written, the date the check was voided and/or
returned, the check number, and a void description.

The usage of checks should be accounted for by reconciling the
quantity of checks issued to the cash disbursement records.

Persons should perform this other than those who have authority
to issue checks.
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Supplies of unused checks should be properly safeguarded.

Summarize Cash Disbursements
3.10 All checks and bank transfers should be summarized and
recorded in the General Ledger.

4. IMPREST AND SIMILAR FUNDS

Policy

Procedures

Reimbursement of imprest and similar funds (petty cash) should be made
only for valid reasons.

Imprest accounts are limited to a nominal balance, and reimbursements
are to be in the amount equal to the total of miscellaneous payments
made. Reimbursements are to be paid through accounts payable and
require approved and coded slips for backup.

Disbursements of Funds

4.1 Prior to the disbursement of any funds, a voucher should be
prepared with supporting evidence such as receipts or other
miscellaneous supporting details and approved where
appropriate.

4.2 A summary of all disbursements should be maintained and an
analysis should be performed in order to charge the proper
general ledger accounts,

4.3 Periodically, the imprest account should be replenished so as to
bring the balance up to the imprest amount. The amount
replenished should equal the sum of all imprest account
disbursements since the previous reimbursement and any
differences should be reconciled.

5. BANK RECONCILIATIONS

Policy

Procedures

Adequate steps should be taken to confirm the accuracy of the
bank balances shown in the general ledger.

Generally monthly, data on cash receipts and disbursements
journals should be compared with the details reported on bank
statements. Unmatched and mismatched data are used to
reconcile the book and bank balances. The bank reconciliations
are performed by computer using the computerized cash
records and the bank’s statements from it's computer-readable
media.

Preparing Bank Reconciliations

5.1 Bank balances, as shown by the bank statement, should be
reconciled monthly with the general ledger balance. Data
on cash receipts journals and cash disbursement journals should
be listed for investigation. The person who prepares the

25

54



Incline Village General Improvement District

reconciliation should receive the bank statements directly from the
bank and retain them until the reconciliations are completed.

Determination of Reconciling ltems

5.2

5.3

Discrepancies between general ledger cash balances and
closing balances reported on the bank statements result from
transactions recorded in cash journals but not yet processed and
recorded by banks (such as deposits in transit and outstanding
checks) and items on bank statements not yet processed and
recorded by IVGID (such as bank service fees). Most of those
items do not require investigation.

Accounting personnel who do not have access to cash and are
not involved in processing and recording cash transactions should
investigate all significant differences. Items of investigation should
include but are not limited to items such as: 1) unmatched data in
cash receipts and disbursements journals that fail to clear the
banks within a reasonable period of time, 2) unmatched items on
bank statements unanticipated or judged erroneous by IVGID, and
3) mismatched items in cash receipts and disbursements journals
and bank statement items.

Bank reconciliations and proposed adjustments to the general

ledger cash balances and cash detail files should be reviewed and
approved by the Controller.
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1. REVENUE

Policy

Procedures

2. Accounts

Policy

RECOGNITION
All sales should be recorded accurately and on a timely basis.

Sales are generally initiated through the rental or use of district facilities,
the sales of pro shop inventory items, and the use of district-provided
utilities. Facility or pro shop sales are rung up using registers that are tied
to appropriate POS systems in each area within the district. Controls
over the use of registers should be established and monitored at each
location. Utilities are billed to customers on a monthly basis.

Sales

1.1 Prices of fees and pro shop sales should be determined prior to
sale by management within each area according to budgeted fees
and mark-up rates. Management, according to approved
budgeted amounts, determines utility fees. Appropriate
individuals at each area should approve pricing exceptions
(changes). All sales are to be recorded in the appropriate POS
system according to department controls and guidelines. All fees
are presented and approved by the Board of Trustees during
budget planning.

All sales should be summarized on a daily sales report with the
exception of the utility billings and uploaded to the general ledger.
Utility sales are summarized on a monthly basis.and then
uploaded o the general ledger.

Sales Journal Review

1.2  The daily or monthly sales journal should be reviewed periodically
for accuracy and completeness. All errors or omissions should be
investigated immediately and corrected.

Sales Journal Posting to the General Ledger ;

1.3 The posting of the sales journal summarization to the general
ledger should be reviewed and completed within three business
days by a responsible person at each location.

The Finance and Accounting Division should audit the posting of
daily sales and compare cash deposits recorded to the general
ledger to the actual deposits made to the bank. Any
discrepancies should be invested and resolved.

Receivable
Accounts receivable records should be accurate, complete, and
maintained in a manner to indicate the length of time the customers’ debt

has been outstanding.

Accounts receivables arise from sales on credit to customers generally
from the use of district-provided utilities and facility use. The account is
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Procedures

relieved by the posting of receipts, approved credit memos for
allowances, and write-offs of uncollectible accounts.

Posting of Sales
2.1 Posting of sales to the accounts receivable subsidiary ledger
should be performed by individuals independent of cash functions.

Posting as an independent Function

2.2 The general ledger control account should be posted by
individuals independent of the accounts receivable and cash
receipt functions.

Timely ldentification of Errors

2.3 Monthly statements/bills should be mailed to customers to allow
for timely identification of errors in addition to prompting
collections.

Posting of Adjustments

2.4 Payments, partial payments, credits, and other authorized
adjustments to accounts receivable should be posted against the
corresponding statement in order to maintain the accurate aging
of the accounts receivable subsidiary ledger.

Reconciliation of Accounts Receivable Subsidiary Ledger

2.5  The accounts receivable subsidiary ledger should be reconciled to
the general control account monthly. All differences should be
investigated and resolved. The reconciliation should be reviewed
by the Controller.

Review of Credit Balances

2.6 A review of credit balances should be performed periodically by
reviewing the accounts receivable subsidiary ledgers or the
accounts receivable aging. If credit balances remain for more
than a reasonable time, those amounts should be returned to our
customers.

Review of Billing Records

2.7 A review of billing records, sales journals, cash receipts, and other
relevant records should be reviewed to determine that all has
been recorded in the appropriate accounting period.

3. Customer Returns and Allowances

Policy

Returns and allowances should be controlled, documented, and recorded.

The return of goods by the customer results in adjusting receivables
and/or inventory. Allowances are less frequent yet difficult to ascertain.
They are often based upon evaluations or customers’ complaints.
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Procedures Written Authorization

3.1 Written authorization should be given to customers to permit the
return of goods when appropriate.

Count and Examination of Returned Goods
3.2  Authorized returned goods should be counted and examined and
recorded in a return log.

Recording Returned Goods

3.3  Returns should be recorded in the accounts as quickly as possible
in order to maintain the correct balances of revenues and
accounts receivable.

Authorization of and Conditions for Allowances
3.4  The conditions under which allowances may be given and the
personnel authorized to do so should be documented.

Review of Returned Goods

3.5 Returned Goods credits should be reviewed periodically for
accuracy and correct authorization. Any discrepancies should be
investigated and resolved.

4. Other Revenues

Policy

Procedures

Other types of revenue should be recorded on a timely basis.

Revenues flow into IVGID from scources other than that of sale of
products and services. Taxes and assessment payments are examples
of the more common sources.

Deferred Income
4.1 Deferred income relates to revenue for which the service has not
been performed or the goods have not been delivered.

a) Schedules should be prepared indicating the _
appropriate points in time at which the revenue is to be
earned and recorded.

b) The schedules and corresponding journal entries
should be reviewed and approved by the Controlier.

Taxes and Assessments

4.2  Taxand assessment payments should be recorded in the general
ledger in the appropriate accounting period. A schedule of income
and receivables should be kept and periodically balanced to State
and County records. Any discrepancies should be investigated
and resolved.
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1. SALES AND PRODUCT FORECASTS

Policy

Procedures

Management should establish policies concerning forecasting,
appropriate production plans and rates, capacity, usage, and on-hand
inventory levels.

The forecasting of future sales of products, the use of our facilities, and
the usage of component materials is critical in planning and control.

“Top down” forecasting starts with general business conditions. it is then
translated, given specific industry and company attributes, into the sales
the company anticipates. “Bottom-up” forecasting starts with the
individual sales expectations, formulated by input from division managers,
customers, and other forecasters. Both methods should be employed
and compared to arrive at a reasonable budget for sales.

Other factors to be considered include the optimal operating capacity and
the hiring of extra employees or lay-off in seasonal operations.

Preparation of Sales Forecasts
1.1 A sales forecast for the year, broken down by month, shoulid be
prepared and approved by appropriate levels of management.

Review of Production Levels and Related Sales

1.2 Actual production levels and related sales should be reviewed
frequently to allow for timely cost-effective adjustments to
production scheduling. Appropriate levels of management should
approve such adjustments.

Raw material levels (inventory items) should be assessed to
ensure that sufficient quantities would be available to meet the
sales production schedule.

2. COST-FLOW METHODS

Policy

Procedures

Determination of a cost-flow assumption and method of allocating
production costs should be made by appropriate levels of management.

Various cost-flow assumptions may be used including specific
identification: first in, first out (FIFO); last in, first out (LIFO); and
variations thereof.

Determination of Appropriate Method

2.1 Appropriate management levels should make determination of the
most appropriate cost method for each division.

Consistent Use of Method Selected

2.2 The methodology selected should be utilized consistently.

Allocation of Costs — Overhead Application Rate
2.3 Once management has established a policy of costs, an overhead
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application rate should be determined and applied.

Variance Analysis

2.4  Variances should be analyzed by appropriate personnel to allow
for corrective action. Analysis and corrections should be on a
timely basis.

Review of Standard Costs and Overhead Rates
2.5 Standard costs and overhead rates should be reviewed
periodically by appropriate personnel and revised as necessary.

3. INVENTORY CONTROL

Policy

Procedures

Procedures to provide physical security for all inventory should be
established at each division.

Cost/benefit analyses should be utilized to ascertain the optimum level of
security that should be provided (locked storage areas, site security
guards, etc.). Value, likelihood of theft, and ease of removal/loss are
factors to be considered in drawing a conclusion.

Custodial Control of Operations
3.1 A responsible custodian should have control of the operations.

Written Procedures for Inventory Custody

3.2 Specific written procedures over the custody of inventory items
between initial receipt and recording into the inventory records
should be established.

Authorization for Movement of Inventory

3.3 Movement of all inventory should be in writing. Interdepartmental
requests should be made to the custodian of the inventory by
authorized personnel, and proper account codes should be
supplied for accurate tracking

Return of goods to inventory should be authorized, documented,
and appropriately recorded.

Reconciliation of Regularly Scheduled Physical Counts

34 Physical counts of quantities of inventory should be scheduled on
a regular basis. The counts should be reconciled to the inventory
records and to the general ledger.

4. PERIODIC PHYSICAL INVENTORY

Policy

A physical count of all inventories should be made periodically (at least
twice annually --December and June).

Procedures Proper Control of Physical Inventory
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4.1

4.2

4.3
4.4

4.5

4.6
4.7

4.8

4.9

The physical inventory should be properly supervised and
controlled.
When all inventories are physically counted concurrently, a
greater effort is required of each of the participating departments
of accounting and warehousing/inventory control because a larger
volume of counting is necessitated.
Operations should be suspended or significantly reduced.
Instructions to company personnel concerning the physical
inventory shouid be written and include:

e Location, date, and beginning time of inventory

e  Members of count team

e Detailed directions on how to fill out inventory sheets in

order to expedite the subsequent reconciliation process
e Identification of damaged or obsolete inventory and
scrap

¢ Identification of inventory held for others

¢ Control of the inventory sheets

e Accumulation of appropriate cut-off information
Inventory should be maintained in an orderly arrangement to
facilitate the count.
Inventory should be properly identified and described.
Counters should be aware of the possibility of obsolete and slow
moving items, as well as inventory with a deteriorating value or of
questionable quality (excessive dust, presence of rust, scrap,
goods rejected by quality control). These items should be noted
on the inventory sheets and brought to the attention of the count
supervisor for follow-up.
All sheets used during the physical count should be accumulated
and accounted for before the count ream leaves the area.
The Accounting Department and/or district auditors should
perform unscheduled test counts on occasion to maintain the
accuracy and integrity of the inventory.

Proper Ildentification of Inventory Ownership

4.10 All inventories belonging to others should be clearly identified and

physically segregated to avoid any erroneous inclusion in the
inventory counts. This type of inventory should be noted but
excluded from the inventory valuation.

Supplies Inventory

4.11

Depending on the size of the inventory, management may elect to
expense the items as they are purchased or to capitalize them
and charge to expense as they are used.

5. INVENTORY OBSOLENSCENSE
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Policy

Procedures

Management should establish a policy for évaluating inventory, material,
and parts for obsolescence.

In addition, a comparison must be made of the quantity of product on
hand with the demand for it.

Revalue Certain inventory to Net Realizable Value

5.1 If inventory on hand exceeds demand or there has been no
activity in the past year nor any forecasted requirements, the
obsolete or excess portion of the inventory should be reduced to
an amount not less than its net realizable value. The difference
should be charged to the current period expenses.

Disposal of Obsolete or Excess Inventories
5.2 Consideration should be given to disposing of the obsolete or

excess inventory or offering it at substantially reduced prices in
order to obtain a write-off and to generate cash flow.
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1. MONITORING AND ACCOUNTING FOR PREPAID EXPENSES

Policy

Procedures

The district should establish a method to monitor and account for prepaid
expenses.

Prepaid expenses arise whenever cash is disbursed and a portion of the
associated benefit of the disbursement is for a future period. An example
of prepaid expense is an insurance premium that is paid in a lump sum
when the policy is issued or renewed and the policy covers multiple
accounting periods. Consequently, an asset (prepaid expense) is
recorded on the books for the total premium when paid and is charged
(amortized) to expense over the coverage period.

Reviewing Incoming Invoices to Ensure Prepayment

1.1 The accounts payable clerk and the accountants in the finance
and accounting department should review the coding of incoming
invoices to ensure that all prepayments are identified.

Maintenance of Asset Accounts

1.2 Once identified, each expense should be maintained in an asset
register to better monitor the various types of prepaid expenses.
The register should list the general ledger account number and
title as well as a description of each asset, including vendor, type
of service or coverage, benefit period, amount paid, expense for
the period, and any other relevant information.

Amortization Periods and Rates

1.3 Once an expense has been entered in the asset register, the
amortization period should be determined. For example, if an
insurance invoice, billed quarterly, is paid at the beginning of the
quarter, one-third should be charged to expense each month.
Some prepaid expenses may be amortized on a basis other than
time. For example, brochures or golf amenities may be amortized
as they are used.

Preparation of Standard Journal Entries

1.4  An accountant should prepare a standard journal entry to record
the monthly expense to ensure proper matching. The entry
should be reviewed and approved by the Controller.

2. CONTROLLING ASSET BALANCES

Policy

Procedures

Detailed records of prepaid expenses should be reconciled periodically
with the control account.

Reconciliations should be performed to help ensure the accuracy of the
detailed records and the contro! account.

Preparation of Reconciliations
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2.1 On a periodic basis, a reconciliation should be performed between
the asset register and the general ledger balance. A person in the
accounting department should perform the reconciliation.

Investigation of All Discrepancies
2.2 All discrepancies should be investigated on a timely basis.

Supervisory Review of the Recongciliation

2.3 The reconciliation should be reviewed and approved by the
Controller.
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1. INVESTMENT OF IDLE FUNDS

Policy

Procedures

Funds not presently needed for company operations should be invested.
Such investments should be properly authorized and accurately
accounted for.

The district should invest available funds in order to maximize earnings
and minimize risk during the period of availability of the funds. The
overall investment policy, specifying the needed liquidity of investments,
acceptable risk, expected returns, and in compliance with Nevada
Revised Statutes should be established by management and approved by
the Board of Trustees.

Investment Policy
1.1 The Board of Trustees establishes the investment policy for the
district. Authorized investments include obligations of the U.S.
Government or U.S. Treasury with maturities of ten years or less,
the local government investment pool, and certificates of deposit.
Management, specifically the Controller, is designated as the
person to implement the Board’s investment policy. The Controller
is designated to:
e Approve transactions such as purchases and sales
e Access investment certificates
e review and approve investment accounting, bank and broker
statement recongiliations, adjustments to the carrying value of
investments, and other decisions regarding investments.

Authorization of Investment Vehicles

1.2 Annually, the Board of Trustees should authorize the use of
specific depository and investment banks and brokerage firms.
This authorization should be documented in the minutes of the
applicable board meeting and communicated to the appropriate
management personnel. Management should then communicate
the authorization and a list of those personnel designated as
authorized agents for the district to the appropriate banks and
firms. As a part of the annual authorization process, management
should evaluate the company’s prior relationship with banks and
brokerage firms to determine suitability for renewal. Such
evaluation should consider service responsiveness, type of
investments offered, quality of investment advice, service and
transaction charges, and any other relevant criteria.

Authorization of Investments

1.3 All transactions regarding investments should be properly
authorized by the Controller and recorded in an investment log.
Such transactions include purchases, sales, and movement to and
from safekeeping (vault, safe deposit box, or custodian).

Investment Purchases

1.4 Investment purchases should be made by check or bank transfer
after compliance with the following:
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o A determination that the purchase transaction is properly
authorized in accordance with district policy by the board of
trustees and the Controller

e A determination that the investment authorization is properly
document,

e Preparation of a check requisition or bank transfer

Investment Sales
1.5 Investment sales should be transacted after compliance with the
Following procedures:’
e A determination that the sale transaction is properly authorized
by the Board of Trustees and the Controller
e A determination that the authorization is properly documented.

Investment Sales Gain or Loss

1.6 The expected gain or loss upon sale or other disposition of an
investment should be calculated before a decision regarding the
sale is finalized. The calculation should be update/finalized
subsequent to the sale. The gain or loss calculation should be
documented and should be filed in the investment file.

investment Sales Proceeds

1.7 Proceeds from the sale of investments should be received either
by check or bank transfer. A copy of the receipt or deposit slip
should be included in the investment file.

investment Results Reports

1.8 Monthly reports detailing the earnings and activity in all investment
accounts should be prepared and distributed to appropriate
management. The summary of all transactions should be
recorded in the general ledger through the use of a journal entry
and approved by the Controller.

Recongciliation of investment Accounts

1.9 Investment account balances should be reconciled monthly with
the general ledger. This reconciliation should be reviewed and
approved by the Controller.

Investment Account Balances Agreed to Bank/Broker Statements

1.10  Amounts recorded on the supporting schedules should be
reconciled to broker/bank statements at least quarterly but
preferably monthly. The Controller should review these
reconciliations.
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2. SAFEGUARDING OF INVESTMENTS

Policy

Procedures

All investments should be safeguarded against physical loss or misuse.

All investments should be properly controlied to safeguard against theft,
misuse, or damage. Authorized personnel and bankers or brokers should
properly control certificates and other investment documents.

investments Held by Authorized Agent

2.1 Certain investments may be held by an authorized agent
dependent upon the type of investment activity. For instance,
banks may or may not issue passbooks or certificates for demand
and time deposits. Investments of this type should be held in a
separate account, the activity of which will be reported on a
periodic statement. In addition, other investments such as bonds,
notes, or stock certificates may be physically controlled by a
broker, bank, or bank trust department. If investments are held by
an unrelated organization, a safekeeping receipt should be
received in support of each transaction.

Investment Certificate or Safekeeping Receipt

2.2 An investment certificate or safekeeping receipt and a statement
should be received in exchange for the check or bank transfer.
For purposes of this section, an investment certificate refers to
any evidence of investment including savings account passbooks,
certificates of deposit, notes, bonds, stock certificates, and so on.

Physical Safeguards

2.2 All investment certificates kept on the premises should be
physically safeguarded against theft, loss, misuse, or damage.
The certificates should be kept in a locked, fireproof safe. If a safe
is not available, a locked file cabinet should be utilized for
temporary storage. Regardless of the storage used, it should be
accessible only to authorized personnel.

Investment Storage Facility

2.3 If the district does not have a suitable investment storage facility
on site, then arrangements should be made to rent a safety
deposit box at a financial institution.

3. RETURN ON INVESTMENT

Policy

Earnings on investments should be calculated and recorded in the
general ledger monthly.

Separate investment income accounts should be utilized to record

monthly activity. Such accounts should include interest and dividend
accruals, and related interest and dividend income accounts as well as
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Procedures

accounts for both the unamortized balance and the current year
amortization of investment premiums and discounts.

Interest income

3.1

Interest income should be recorded monthly for earnings on all
investments. The earnings should be calculated for each
investment and aggregated for recording purposes. A worksheet
should be used to document the interest income calculations.

Premium/Discount on Bonds and Notes Receivable

3.2

Certain bonds and notes receivable can be acquired and sold at
amounts other than face value. The amount in excess of face
value is a premium whereas the amount of the reduction from face
value is a discount. The premium or discount represents the
present value of the future amounts necessary to adjust the stated
interest rate to a market rate on the trade date. The amount of the
premium represents a reduction of earnings calculated at the
stated rate and should be recognized over the investment holding
period. Similarly, a discount represents additional earnings that
should be recognized over the investment holding period.

Premiums and discounts should be amortized into income utilizing
the interest method. The interest method results in a level yield
on each investment over the applicable holding period.

Investment Income Schedule

3.3

A schedule should be prepared to support the various investment
income and premium/discount general ledger accounts. The
schedule should include:
¢ [nvestment number
Investment description
Date acquired
Interest rate (if applicable)
Face amount
Historical cost
Amortization/adjustments to date
Carrying value

Investment Summary Schedule

3.4

A summary schedule of the total activity by investment type
should be prepared as indicated in 1.8.
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1. ADDITIONS TO PROPERTY AND EQUIPMENT

Policy

Procedures

All additions to property and equipment should be properly authorized
utilizing our requisition/purchase order processing. Expenditures for
tangible assets used actively in business operations that benefit a period
exceeding one fiscal year should be capitalized. Repair costs are
recorded as expenditures. The following procedure should be followed in
determining if a purchase meets the necessary requirements for
capitalization:

Asset Class Minimum Cost
Equipment $ 5,000.00

Structures & Land Improvements  $10,000.00

The following broad asset types generally categorize property and
equipment:

Land

Land improvements

Buildings

Equipment

Furniture, fixtures, and office equipment

Computer equipment, including purchased software
Tools

Vehicles

Construction in process

Capital budgeting is as integral to forming a company’s annual business
plan as is operations budgeting. Since the budgeting process must take
place far in advance, estimations of acquisitions in the budget year must
be made. The decision to purchase a capital asset should be an
informed one based on current year budgets, projected benefits of the
addition, and possibility analysis of the lease versus purchase options.

The fixed asset accountant should maintain a CIP book, which contains
details for all proposed capital project expenditures over a five-year
period.

Approval of Capital Budgeting

1.1 Capital budgets should be submitted along with operating budgets
for review and approval by the appropriate levels of management
and the Board of Trustees.

Capital Asset Purchase Authorization

1.2 No purchase of capital assets should be made without proper
authorization and review to ensure compliance with budget
guidelines and sound investment decision making.
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Approval of Requisition Requests

1.3 Requisition requests should be submitted and approved by
appropriate levels of management as determined by the dollar
magnitude of the acquisition before funds are committed for
capital expenditures.

Requisition requests and purchase orders are required for all
capital asset expenditures. The requisition and purchase order
should specify the reason for the request and the estimated cost.

In some instances, capital items will need to be purchased that
were not included in the budget. Proper change-of-scope forms
and authorizations by the appropriate levels of management must
be received prior to purchasing these items.

Long-Term Lease or Purchase

1.4  Obtaining the use of property and equipment through long- term
leases is an alternative to outright purchase. Leases vary in term,
assumption of expenses, and many other details. The purchase
versus lease decision should be based upon the basis of net cost,
considering cash flows, financial statement presentation, and
suitability of the asset to leasing.

2. ACCURATE RECORDS OF PROPERTY AND EQUIPMENT

Policy

Procedures

Accurate records shouid be maintained of the cost and accumulated
depreciation of property and equipment.

The acquisition of capital assets should be organized to ensure that no
unauthorized acquisitions have been made and that records of each
acquisition are accurate, complete, and recorded in the appropriate
period.

Receipt and Identification of Capital Assets

2.1 All property and equipment should be identified upon their receipt
by the use of a prenumbered tag. The tag should be permanently
affixed in a readily visible area. The property number on the tag
should be recorded in the detailed fixed asset ledger. The
location of the asset should be recorded in the detailed fixed asset
ledger.

Review of Purchase Price Variances

22 For each capital item purchased, a comparison should be made of
the actual versus budgeted cost. Differences should be explained
and approved by a responsible person.

Maintenance of Detailed Fixed Asset Ledgers

2.3 Detailed fixed asset ledgers that are accurate and complete
should be maintained for all asset classifications.
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Depreciable Assets Net Acquisition Costs

2.4 Depreciable assets should be carried in the accounting records at
the original net acquisition cost, less separate accounts for
accumulated depreciation or depletion. Non-depreciable capital
assets customarily should be carried in the records at the original
net cost. Purchased items of property and equipment that meet
the capitalization requirements are to be capitalized at the invoice
price plus all charges incurred to prepare the asset for operations.

Cost of acquisition or construction includes not only the contract or
invoice price but also such costs as preliminary engineering
studies and surveys, legal fees to establish title, installation costs,
freight, and labor and material used in construction or installation.

Cash discounts taken should be recorded as a reduction of the
cost.

Posting to Detailed Ledger
2.5  Asset additions, disposals, and period depreciation should be
posted to the detailed ledger on a monthly basis.

Reconciliation to General Ledger

2.6  On periodic bases, the detailed fixed asset ledger should be
reconciled with the general ledger for asset cost and accumulated
depreciation.

Investigation and Resolution of Differences
2.7 Any differences disclosed by the reconciliation in 2.6 should be
investigated and resolved.

Review of Differences

2.8  The results of the reconciliation should be reviewed and approved
by the Controller before any adjustments to the accounts are
recorded. A signature should evidence such review.

Capitalization of Expenditures While Building
2.9 Expenditures made by the District while building a capital asset
should be capitalized.

Expenditures such as those for materials, labor, engineering,
supetrvision, clerks’ salaries and expenses, legal expenses,
insurance, overhead, and interest should be capitalized as
“construction in progress” until the project is completed and placed
in service. No depreciation should be taken on construction in
progress.

Periodically during construction, a comparison should be made
between projected and actual expenses incurred. Appropriate
approvals should be obtained if projected costs will exceed the
budgeted amount prior to expenditures going over budget.
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Upon completion of construction and placement in service, the
asset should be removed from construction in progress and
entered into the detailed fixed asset ledger under the appropriate
classification. Depreciation should now be taken on the asset.

Expenditures — Capitalization vs. Expense
2.10 Repair expense should be distinguished from expenditures for
improvements, additions, renovations, alterations, and

replacements.

(a) Expenditures are repair expense if they do not materially
add to the value of the property and do not materially
prolong the life of the property. Examples of repair
expense are:

Replacing loose or damaged shingles
Replacing broken glass

Painting and decorating

Resurfacing a parking lot

Making temporary repairs to last less than one-
year

Making minor repairs to fully depreciated assets

(b) Repair costs that increase the value of property, prolong its
life, or adapt it to a new or different use are capital
expenditures. If the life of the asset has been significantly
extended, the remaining original cost and the repair cost
shouid be depreciated over the new life. Examples of
repair expenditures that are capital expenditures are:

Replacing floors

Replacing a roof, thereby substantially
prolonging its life

Reconditioning machinery, thereby extending
its life

Replacing an auto’s or a truck’s engine
Overhauling an auto or truck that was
substantially worn out

Installing a new heating system

(c) Other expenditures that may be capitalized:

Structural changes or alterations to company-
owned buildings, which become a part of a
building and increase its life or value
Significant improvements to property leased by
the company, improvements that add value to
the leasehold (e.g. permanent office partitions)

3. DEPRECIATION OF PROPERTY AND EQIUPMENT

Policy The cost of all capitalizable assets should be allocated over the estimated
useful lives in a rational and systematic manner.
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Procedures

Staight-line depreciation is used for determining depreciation. Straight-
line depreciation is calculated by using an equal amount of the net cost of
an asset and retiring this amount monthly over the useful life of the asset.

Determination of Useful Life

3.1

The useful life should be determined when a capital asset is
acquired. The useful life is expressed in terms of months.

The cost of an asset should be allocated over a useful life via
depreciation or depletion.

When a useful life is not determinable, such as for land, no
depreciation should be taken.

If there is a change in the estimate of the remaining useful life
after the asset is placed into service, the remaining cost to be
depreciated should be spread over the revised remaining life.

The Controller should review the estimated useful life.
Once depreciation has been determined, it should be applied

consistently until conditions change to such a degree that its
application no longer produces reasonable results.

4. EXISTENCE OF CAPITAL ASSETS

Policy

Procedures

Control should be maintained over capital assets and their related records
to ensure that all recorded assets exist and are in use for operations.

The physical existence of capital assets should be verified and reconciled
to the fixed asset records.

Identification and Record of Assets

4.1

At the time of acquisition, all assets should have been identified,
tagged, and entered into the detailed fixed asset ledger. The tag
should have been placed in a visible area. The tags provide a
clear method of tracing the asset to the fixed asset ledger.
Periodically, the District should take a physical inventory of all
capital assets to ensure the completeness and accuracy of the
company’s records.

Responsible management employees who are not responsible for
the custody or record keeping of the assets should oversee the
inventory process.

All assets should be examined to determine that they are currently
being used.
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Comparison to Detailed Records
4.2  The inventory of the assets on hand should be compared to the

detailed records.

A responsible management employee should resolve all
differences.

5. DISPOSAL OF CAPITAL ASSETS

Policy

Procedures

Disposal of capital assets should occur only after proper authorization has
been given,

Control over the disposition of property should be maintained not only to
preserve the accuracy of the records but also to ensure that assets are
safeguarded, improper disposal is avoided, and the best possible terms
are received for disposal.

Documentation of Disposal
5.1 The following procedures should apply to the retirement and
disposal of company assets:

o No item of property and equipment should be removed
from the premises without a properly approved
disposal form
A disposal form should be completed for all disposals
This disposal form should be reviewed and approved
by the fixed asset accountant

[ J

Recording Disposal

52 Once the retirement has been properly approved and
documented, the following procedures apply to the recording of
the transaction:

(a) At the time the property is retired, the cost should
be removed from the appropriate asset account;
the related accumulated depreciation including
depreciation to date of disposal, should be removed
from the accumulated depreciation account; and
the profit or loss, adjusted for the cost of removal,
should be recorded as an income (gain) or expense
(loss) item.

(b) When the disposal is via a trade-in of a similar
asset, the acquired asset shouid be recorded at the
book value of the trade-in asset plus any additional
cash paid. In no instance should such cost exceed
the fair market value for the new asset.

Fully Depreciated Assets

5.3 Fully depreciated assets should remain on the property records
with the related accumulated depreciation as long as the property
is still in use.
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1. DETERMINATION OF NEEDS

Policy

Procedures

Determination of IVGID’s needs for goods and services should be made
by appropriate personnel and according to company guidelines.

The determination of needs for goods and services, such as inventory,
equipment, office supplies, and professional services, should be made by
qualified individuals in the company and according to organizational
guidelines that consider adequate quantities, reasonable prices, timely
receipt, proper specifications, and desired quality. The guidelines must
also consider and avoid the disruption of operational efficiency because
of improper or untimely purchases and potential losses and use of cash
caused by excessive purchases.

Methods to Determine Needs
1.1 Purchasing requirements, categorized by the type of goods or
service, should be determined according to the following methods:

(a) Inventory replenishment needs should be determined by a
supervisor who has responsibility for the specific task, and
should be done automatically when stock on hand reaches
a reorder point.

(b) The need for services that are provided on a recurring
basis by the same vendor, such as utilities, telephone,
periodicals, or janitorial services, should be determined
initially by authorized persons and, thereafter, provided
continuously or not redetermined until the end of the
contract period.

(©) Determining the need for specialized services, such as
insurance, advertising, and legal and accounting services,
should be the responsibility of designated individuals.

(d) Responsible individuals within each division of IVGID
should determine routine operating and maintenance
goods and services.

Preparation of Requisitions for Routine Goods and Services

1.2 Requisitions for routine goods and services should be prepared by
the user department on the JDEdwards software and contain the
following information:

(a) Vendors — names and address,

(b) Billing address - all departments should use 893
Southwood Bivd., Incline Village, NV 89451.

(c) The date the department made the requisition.

(d) Ship or deliver to the specific location where goods or
services are 1o be delivered.

(e) Name of originator or individual designated to receive
goods when received from vendor.
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() List of specific items requested including part number,
model number, color, dimensions, item description, etc.

(9) Specific quantity to be purchased and delivered.

(h) Unit of measurement — each, dozen, carton.

0 Current unit price.

) Approval obtained through JDEdwards software if the
amount is above the originator’s approval level.

(k) CIP requisitions should include the CIP budget year, the
data sheet number, and area, and should be printed on the
hard copy of the purchase order form.

New Vendors

1.3

When it is necessary to establish credit with a new vendor, the
following information needs to be furnished to an Accounts
Payable Clerk prior to placing an order:

s Vendor Name — DBA, if applicable

e Vendor Address and remit address if different

e Vendor Tax ID number or social security number

e Vendor organizational type — e.g. corporation,

partnership, or sole proprietorship

e Vendor phone and fax numbers

e Vendor contacts
An Accounts Payable Clerk will then request from the vendor
completion of a W-9 form and remit address form (before checks
will be issued).

Limitation on Purchases through Imprest Funds

1.4

Purchases through an imprest fund should be limited to $50, and
should be for items that are purchased in small quantities and
usually required within a very short time period. A petty cash
voucher is to be filled out for each purchase and given to the
person responsible for keeping the petty cash fund. This
voucher should include the description of purchase, correct
account coding, and an authorized legible signature.

When the imprest fund becomes significantly low, the authorized
personnel in charge maintaining the funds must request
reimbursement of purchases paid. This is accomplished by
completing a check request form, attaching receipts equal to the
request, and forwarding the request to accounts payable.

Purchase Order Processing

1.5

Once the requisition request has been approved, the requestor
should obtain a purchase order number through the JDEdwards
computer software.

Purchase Order numbers must be obtained before ordering the

services or materials and given to the vendor upon order - see
exceptions, 2.1(b).
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Bid Processes
1.6 There are 3 types of bidding processes to consider for local

governments:

°

Informal bids: If bid/contract is over $10,000 but less than

$25,000 then 1) bids must be submitted to 2 or more
persons capable of performing the contract, and 2)
Records of all requests for bids received must be kept for
at least 7 years after the date of execution of contract.
Non-Public Works construction bids: If bid/contract is over
$25,000 then the following rules must be followed.

A. Must advertise all contracts for which the
estimated amount required to perform the
contract exceeds $25,000.

B. Maintain a record of all requests for bids and all
bids received for at least 7 years after the date
of execution of the contract.

C. Publication of notice to bid must be published at
least once and not iess than 7 days before the
opening of bids. The advertisement must be by
“notice to bid,” and must be published in a
newspaper having general circulation.

D. The notice must state the nature, character or
object of the contract; if plans and specifications
are to constitute part of the contract, where the
plans and specifications may be viewed.

E. On-line bidding is allowable — see statue on
requirements (NRS 332.047).

F. Exceptions to requirements for competitive
bidding (NRS 332.115) include: items which
may only be contracted from a sole source;
professional services such as consulting, legal,
etc; additions to and repairs and maintenance
of equipment which may be more efficiently
added to, repaired or maintained by a certain
person; equipment which by reason of the
training of the personnel or of an inventory of
replacement parts, maintained by the local
government is compatible with existing
equipment; perishable goods; insurance;
hardware and associated peripheral equipment
and devices for computers; software for
computers; supplies, materials or equipment
that are available from contracts with the
General Services Administration or another
governmental agency in the regular course of
its business; items for resale through a retail
outlet operated in this state by a local
government or the State of Nevada.
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e Public Works Construction bids:
Construction projects over $100,000:

Adhere to the law NRS 338.
May not divide a project into segments to avoid
public bidding.
Must advertise in a newspaper of general
circulation (Bonanza is fine).
Must have plans and specifications on file by
the date of advertisement.
Plans and specifications must be available to all
interested parties.
Place, date, and time of where plans and
specifications are available must be advertised.
Date, place, and time of when and where the
bids will be opened must be advertised.
Contract must be awarded to contractor who
submits the best bid.
Best bid is not necessarily the lowest; but
IVGID must have compelling reasons to award
to a higher bidder. As a reference, refer to
Case No CV01-05346, Second Judicial Court,
and Washoe County (American General
Development vs. Washoe Co School District.
J. Contractor must be licensed in Nevada in

appropriate classification.
K. 10% bid bonds required.
L. IVGID Board of Trustees must award work.

I ® mnmo o0 w»

Construction Projects between $25,000 and $100,000:
A. Advertising is not required.
B. Must maintain a list of qualified contractors.
C. May request bids by direct mail from the
qualified contractors.
D. Other provisions of larger contracts apply.

Construction Projects under $25,000:
A. IVGID Internal Policy applies.

In-House Projects:

A. IVGID may do construction with its own forces if
the Board determines that the bidder isn't
qualified, or that the bidder isn’t responsive, or
the quality of services, materials, equipment or
labor does not conform to plans and
specifications, or that the public interest would
be served by bid rejection and using in-house
construction forces.

Emergency bidding not required: If an emergency exists that may lead

to impairment of the health, safety or welfare of the public if not immediately attended to,
then the bidding process is not required.
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2. PLACEMENT OF ORDERS

Policy

Proper approval and a purchase order number should be obtained prior to
the establishment of a firm order or contract to purchase.

Requisitions and purchase orders will be reviewed to ascertain that the
amount of requisition is within the approved company limit. Copies of the
purchase orders may be filed to allow for timely follow-up on incomplete
orders.

IVGID’s terms are net 30 days. However, payments will be made earlier
in order to take appropriate discounts, avoid penalties, or contract
agreements.

Telecommunications (phone or data lines), computer hardware and
software are handled through the Information Technology Division (IT).
All inquiries and orders should first be identified, researched, and
approved by IT.

Procedures Establishment of Purchasing Guidelines

2.1 The General Manger, the Board of Trustees, and NRS determine
purchasing guidelines that define approval requirements and
procedures for purchase commitments. The following purchasing
guidelines should be applied:

(a) Approval limits are set for each employee over which the
employee is required to obtain appropriate approval prior
to the establishment of a firm order or contract.

(b) All purchases are to be obtained using a purchase order
with few exceptions - as listed below:

e Any cash purchase under $500.

s Established revolving District charge cards.

o Small purchases at Incline Auto Parts, Spitsen
Lumber and Village Ace Hardware.
District Procurement card purchases.

e Payments to utility companies such as
Southwest Gas, Sierra Pacific Power, and SBC.

o Reimbursements such as petty cash or

employees payments.

Recreation instructor payments.

Investment management invoices.

General Council payments.

Bond and Note payments and related

payments.
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Entering Into Purchase Commitments

2.2

Purchase commitments should be entered into to assure an
adequate supply or price. All contracts should be documented in
writing and the approval of the Board of Trustees should be
obtained before a firm contract is signed. In order to avoid losses
from inappropriate commitments, a projection of requirements for
the specified goods or services should be prepared.

Preparation of Prenumbered Purchase Orders

2.3

Purchase order humbers are automatically assigned within the
JDEdwards process. Purchase orders should be prepared and
contain the following information:

e Name and address of vendor
Ship-to information
Date the order was placed
Date the goods are to be delivered or service
performed
Terms of purchase
ltems listed separately with adequate descriptions
Specific quantity and unit of measure
Unit price
Signature of authorized buyer

Multiple-Copies of Purchase Orders

24

Multiple-copies of purchase order forms may be used with copies
being distributed as foilows: '

s Copy to vendor (if necessary)

* Accounts payable department

e Copy to originator (if necessary)

Review of Unmatched Purchase Commitments

2.5

On a periodic basis, a review should be performed by an
Accounting Clerk of any commitments that have not been matched
with receiving reports or equivalent records of goods or services
received. Follow-up should be performed to determine whether or
not the goods or services are yet to be received. If it is determined
that the goods or services are not to be received, the purchase
orders should be voided and removed from the system.

3. Cellular Telephone Use

Policy

IVGID requires certain positions within the District to use cellular
telephones for business purposes. The need and business purpose for
use of a cellular telephone will be stated clearly in the Job Description.
Factors which support cellular telephone use include but are not limited

to:

s Performing work requires the employee to be out of the
office on a regular basis where availability of a land
telephone is limited.
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e Performing work which requires the employee to regularly
serve in an off-duty, on-call status a minimum of 2-3 days
a week.

e Performing work which requires the employee to stand by
for emergency call back where once called, time becomes
a significant response factor.

o Where the safety of the employee of participants at a
District sponsored program or event requires it

e Managerial responsibilities.

Each employee in a job requiring a cellular telephone will be offered a

District provided Nextel cellular telephone. [f it is to the mutual
benefit of the District and the employee, the District may elect to
allow the employee be provided a fixed dollar stipend for the use
of the employee’s personal cellular telephone as the means of
communication for District business.

Procedures Establishment of service

3.1

3.2

3.3

3.4

At the time of hire, the employee’s supervisor and/or manager will
determine the requirement for a cellular telephone. The employee
and supervisor/manager will agree which plan suits the needs of
the District and the employee.

If it is determined that a District Nextel cellular telephone will be
issued, a cellular phone agreement will be completed, approved
and forwarded to the Information Technology Department (iIT). IT
will purchase all equipment and set up.

If it is determined that the employee will use their cellular telephone
and District plan, a celiutar phone agreement will be completed,
approved and forwarded fo the Information Technology Department
(IT). A monthly stipend for the cellular telephone will be included
on the payroll check for the 20™ of each month.

See the District Cellular Telephone Policy for complete rules and
regulations.

4. RECEIPT AND ACCEPTANCE

Policy

Control should be established over goods and services received as a
basis for determining and recording the liability for goods and services
received.

The physical receipt of all purchased goods should be the responsibility of
the receiving department or a designated individual at each of our
departments. The receiving person should inspect goods for conformity
with specifications on the purchase orders. Counting, weighing, or
measuring should verify quantities. Receipt and acceptance of a
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Procedures

shipment should be documented with signature and date on a receiving
document or packing slips and should then be routed to the accounting
department.

Inspection of All Goods and Services
4.1 A receiving department or designated individual should inspect all
goods received for the following:
e Correct delivery point
e Verify the number of containers
e Verify contents — compare description of goods and
guantity per the purchase order
Inspect for damage
o Remove packing slip, sign and date, and send to the
accounting department

Proper Communication Between Departments

4.2  The receiving department or originating individual should contact
the vendor if any order has an obvious discrepancy {physical
damage, wrong items, quantity error, etc.} in an expeditious
manner to reach an understanding about how to correct the
delivery.

Receiving Documentation Sent to Accounting to be Filed
4.3 After inspection, the packing slip should be signed, dated, and
" sent to accounting with any noted discrepancies. The accounting
division matches the packing slip with the purchase order. These
documents are to be filed while waiting for the invoice.

Inspection and Approval of All Services Received

4.4 Services that are received should also be inspected or reviewed
by the user department to determine that the work was done in
accordance with the purchase order or contract. Approval by the
user department should be documented on the purchase order or
on the invoice and sent to the accounting department.

If the work is of a confidential or highly technical nature, a specific
department (e.g. engineering) or individual (e.g. risk manager)
may wish to review the documentation and approve the services
received.

Storing and Controlling of Goods

4.5 Inventory, component parts, and other goods should be accounted
for and controlled from the time of receipt through utilization. Any
transfers to the appropriate user department must be noted on a
warehouse order form.

Storerooms should be locked. Access to storerooms should be
restricted to authorized personnel.
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Recording month-end inventory

4.6 A journal entry should be prepared to record goods that have
been received prior to the end of an accounting period but have
not been matched with the related suppliers’ invoices. (See 6.0
for further discussion of cut-off procedures at the end of an
accounting period.

5. ESTABLISHMENT OF ACCOUNTS PAYABLE

Policy

Procedures

All valid accounts payable transactions should be accurately recorded as
accounts payable,

Employees independent of the ordering and receiving functions should
record the recording of assets or expenses and the related liability. The
amounts recorded should be based on vendor invoices for the related
goods or services. The vendor invoices should be in agreement with an
approved purchase order. Furthermore, evidence of receipt or
performance of services should be documented before the vendor invoice
can be processed. Invoices and related general ledger account
distribution should be reviewed before recording.

Establishment of invoice Control

5.1 All vendor invoices and statements should be maiied directly to
893 Southwood Blvd. and forwarded to the accounting division. .
Failure to do so may result in delays in recording the invoice and
cause misstatement of accounts payable and the related asset or
expense accounts. Furthermore, cash discounts may be lost or
penalties imposed because of untimely processing.

The ship-to address can be the main warehouse or an individual
department address.

Accounts Payable Time-Line

5.2  Allinvoices must be submitted to the Accounts Payable
Department by noon each Monday. If a holiday falls on a Monday
then the deadline is on Tuesday by 10 AM.

Request-for-Check forms

58 A request-for-check form is only used in place of an invoice, for
cash advances for trips or seminars, and for special purchase
reimbursements. Proper coding and authorization must be
completed.

Travel Authorizations and Reimbursable expense

5.4  Your supervisor and division head must approve a travel
authorization form during the planning stages of a trip. The travel
authorization is not a payment authorization. Payment
authorizations are accomplished through the use of an expense
report or a check request form.
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IVGID will pay for expenses related to business only. Meal
expenses will be covered at the established per diem rate of $35
per day unless specified on the IRS per diem table (contact an
accounts payable clerk for area rates). Mileage expenses will be
covered at the established rate of $.485 per mile.

Expenses will be paid via an expense report. A clearly
documented business purpose must be reporied on the expense
report, and all individual expenditures must have a supporting
receipt attached except the meal per diem. Approved expense
reports and receipts must be submitted to Accounts Payable
within 30 days of the first date of incurred expense. Small receipts
should be attached to an 8x5 blank sheet to aliow for easy
verification and so those small receipts aren’t lost in the process.
(See additional information in IVGID’s Personnel Policy Manual,
section 11, C-5). A copy of the travel authorization must
accompany a check request or expense report,

Preparation of the Voucher Package
5.5  The voucher package should be assembled with the following

documents:
e Vendor invoice
e Packing slip
e Purchase Order
o Authorization of acceptance of goods or services

Procedures Performed on Voucher Package
5.6  After the voucher package has been assembled, the following
procedures should be performed:

e The nature and quantity of goods ordered and the price
per the vendor invoice should be compared to the
purchase order and the receiving document

¢ Calculations of the invoice, such as totals and
extensions of quantities multiplied by unit price, should
be recomputed
The general ledger account coding should be verified
If the invoice is over $2,500, the voucher package
should be reviewed and approved by the Accounting
Supervisor or the Controller.

Processing of Freight Bills
57 Freight bills may be received for goods received from vendors and
for goods shipped to customers.

The bill of lading should be routed from the receiving division to
the accounts payable division. When the invoice for the freight is
received, the invoice should be approved for payment by the
original receiving division, coded, matched with the proper
purchase order, and sent to the accounts payable division.
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A voucher package should be assembled as stated above in item
4.5.

Guidelines for C.0.D. Purchases

5.8

Cash on delivery (C.0.D.) purchases are discouraged. When it
becomes necessary for a C.O.D. purchase, a requisition and
purchase order should be prepared, complete with proper coding
and approval. A check request is then processed for payment.
When the goods are delivered, the following procedures are

appropriate:
e The goods should be inspected by the receiving
division

e The bill of lading and the vendor invoice should be
immediately marked “paid”

e The purchase order number should be marked on the
invoice

e The documents should be sent to the accounts payable
division for filing

e The account payable clerk should review the
documents and compare them to the check request
and check that was issued earlier. Any discrepancies
should be resolved.

Recording Invoices in the Accounts Payable Computer System

5.9

After the voucher package is complete, the vendor invoice is
ready for recording. The following information should be entered
into the JDEdwards computer system:

Vendor name

Vendor invoice number

Date of vendor invoice

Amount of invoice

General ledger account number

Date invoice is to be paid

General ledger date

Discount, if applicable

Voucher number (assigned automatically by system)

Upon the posting of the vendor invoice into the accounts payable
system, the vendor invoice has been automatically recorded into
the accounting system as a liability. Batch numbers or user
names complete invoice postings.

Check Run Process

510

Check runs are completed weekly. Invoices are processed on
Monday’s and Tuesday’s. Checks are printed on Wednesday'’s,
matched, verified, and readied for disbursement Wednesday
afternoons and Thursday’s. Checks are ready to be picked up or
mailed from the accounting office on Friday’s at 9 am.
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IVGID's vendor terms are Net 30 days.

Checks over $2500 must be listed and presented to the Board of
Trustees before they are released. Exceptions to holding checks
for board approval are checks that pay utilities, inventory, to avoid
penalties, to receive discounts, or by contract agreement. Board
meetings are normally held during the second and last week of
each month. Checks over $2500 that receive board approval are
mailed the day after the board meetings.

Out-of-cycle Checks

5.11 Out-of-cycle checks are discouraged. Planning ahead should
eliminate the need for out-of-cycle checks. If a check is necessary
before the next scheduled check run, approval must be obtained
from the Controller and/or the General Manager along with a
detailed explanation as to why the check needs to be processed
early.

Returned Checks

5.12 Returned checks should be forwarded to Accounts Payable Clerk
for processing. The Accounts Payable Clerk will research the
reasons for the return to determine if the check needs to be
forwarded to a new address; or if the payment was made in error,
the check should be immediately voided.

If a division has a check that they have picked up from Accounts
Payable that they no longer need, the check needs to be returned
to Accounts Payable immediately so that it can be voided or
mailed to the vendor. All checks should be returned to the
Accounts Payable Clerk within four weeks of the issuance date.

Reconciliation of Accounts Payable General Ledger Amounts

5.13 Twice a year (December and June), the accounts payable general
ledger total should be reconciled. All differences should be
investigated and adjustments made as necessary. The
reconciliation and the results of the investigation of differences
should be reviewed and approved by the Controller. The
reconciliation and adjustments should be made by someone other
than the accounts payable clerk.

Review of Debit Balances in Accounts Payable

5.14 The accounts payable clerk should review the accounts payable
detail list on JDEdward's speed release monthly for debit balances
(amounts vendors owe IVGID). In reviewing debit balances, the
employee should ascertain if the company will receive cash from
the vendor or if an offset to another invoice is appropriate. If there
is a significant dollar amount of debit balances in accounts
payable, this debit balance should be removed from accounts
payable and recorded in accounts receivable.
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Review of Hold Balances in Accounts Payable

5.15 The accounts payable detail list on JDEdward’s speed release
should be reviewed weekly by the accounts payable clerk for all
“hold” amounts. In reviewing the holds, the employee should
ascertain if these holds should be released against other invoices
or if the invoice should remain on hold. All holds should be
investigated and adjustments made accordingly.

Reconciliation of Accounts Payable Records to Suppliers’ Records

5.16  Accounts payable records should be periodically reconciled to
suppliers’ records by comparison with supplier’s statements. Any
differences should be analyzed. A copy should be immediately
obtained of any invoice(s) that is 60 days or more past due. Once
received, proper approval must be obtained, and the invoice paid
as soon as possible. Also, copies should be obtained of any
credit memos that have not been recorded. It is important to have
our vendor records mirror that of our a/p records.

Sales and Use Tax

5.17 The Nevada Revised Statutes have granted IVGID sales/use tax-
exempt status. Therefore, purchases in the state of Nevada are
exempt from sales/use tax.

Our tax ID # is 88-760004-K. If a vendor requests further
verification of the Districts exempt status, a copy of the letter from
the State of Nevada, Department of Taxation can be faxed or
mailed to them.

Phone bills and Reimbursement of personal phone calls
5.18 All phone bills will be reviewed by each division for accuracy.

Any questionable charges will be researched and resolved.

6. RETURN OF GOODS TO SUPPLIERS

Policy Return of goods to suppliers should be adequately controlled,
documented, and recorded.

The return of goods should be approved and documented by each area
or the receiving division. Follow-up with the supplier should be made to
ascertain that the supplier recognized the return of goods.

Procedures Shipment of Goods Back to Vendor
6.1 When each area or the receiving division has goods to return to a
vendor, a log should be maintained recording the description of
merchandise, vendor, quantity, and reason for rejection.

The area or receiving division should call the vendor and shipping

company to arrange for return. A credit memo should be
requested o be sent to the accounts payable division. Notice
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should also be given to the accounts payable division or the return
or if a replacement item will be sent.

7. PURCHASE CUT-OFF

Policy

Procedures

At the end of the accounting period, it should be ascertained that the
related liabilities for goods or services received during the accounting
period are also recorded in the same accounting period.

Procedures for Proper Purchasing Cut-Off at End of Accounting
Period

71 Time delays in receiving and processing vendor invoices for
goods and services can cause recording the liabilities for the
related goods and services in a subsequent accounting period,
unnecessary penalties, or C.0.D. requests. Therefore, it is
imperative that an attempt be made to record all liabilities and that
a proper purchasing cut-off is achieved. To accomplish this, the
following procedures should be observed:

(a) Closing of the accounting records should be delayed for a
few days to allow receipt of vendor invoices. The
preliminary and final month-end close is completed on

approximately the 5™ and 10" business day of each month.

(b) Invoices that are received at the end of each month should
be immediately sent to the accounts payable division for
processing. Invoices are processed and recorded to the
general ledger according to the invoice date unless
otherwise noted by the receiving departments. Invoices
received after a month end close are recorded in the
current open month.

8. PROCUREMENT CARD PROGRAM

Policy

Procedures

The procurement card program is a fast and flexible purchasing tool
which offers an alternative to the existing purchasing processes and
provides an efficient and effective method for purchasing and paying for
items. The procurement card has individual purchase limits and monthly
total expenditure limits assigned to each cardholder.

The card is to be used for official purchases; primarily goods and services
but includes official travel. The cards will be issued in the employee’s
name and have the Incline Village General Improvement sales tax ID
number clearly indicated on the card.

Approval of cards

8.1 Individual cards will be issued to employees upon approval by
their supervisors and the general manager. Approval is
authorized by completion of an application, complete with
signatures. Individual card limits are established at his time.
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The Procurement Card Administrator within the Finance and
Accounting Division is responsible for ordering new cards. The
administrator will also oversee the balancing and payment of the
monthly statement. One-time limit over-rides can be arranged by
the Procurement Card Administrator.

Issuance of cards

8.2

Each individual cardholder must sign the cardholder agreement
including the receipt section in the presence of the Procurement
Card Administrator. By signing this agreement, the employee
indicates that he/she understand the intent of the program, and
will comply with all guidelines of the program.

Cardholder responsibilities

8.3

The cardholder must use the procurement card for legitimate
business purposes only. Misuse of the card will subject the
cardholder to disciplinary action in accordance with IVGID’s
policies and procedures relating to disciplinary action.

The cardholder must:

e Ensure the card is used for legitimate business
purposes only.

Maintain the card in a secure location at all times.
Not allow other individuals to use their card without
prior approval for each purchase.

s Adhere to the purchase limits and restrictions of the
card and ensure that the total transaction amount of
any single transaction does not exceed the authorized
threshold.

# Obtain and reconciie all sales slips and register
receipts to the cardholder statement and provide this

documentation to the Procurement Card Administrator.

Approval and account aliocation must be provided.

e Attempt to resolve disputes of billing errors directly
with the vendor and notify Bank of America if the
dispute or billing error is not satisfactorily resolved by
faxing Bank of America the required Dispute Form.
The Procurement Card Administrator can assist with
this process.

¢ Ensure that an appropriate credit for the reported
disputed item or billing error appears on a subseguent
cardholder statement.

¢ Not accept cash in lieu of a credit to the purchasing
card account for returned items.

¢ Immediately report a lost or stolen card to Bank of
America.

¢ Send invoices immediately to the procurement card
administrator in the Finance and Accounting division.
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Monthly statement review and approval

8.4

The card administrator will supply each cardholder with a copy of
his or her monthly statement. All charges are to be verified. A
copy of each receipt properly approved and coded should be
returned to the administrator within three business days. Food
purchases should include the names of all persons involved.

However, if all receipts for & monthly procurement card statement
have been coded and sent to the card administrator, the card
administrator will send the procurement card statement and
receipts directly to his/her supervisor for final approval.

Occasionally no receipt will be available. If this happens, a note
should be written explaining the purchase. Also included must be
proper approval and coding.

Monthly statement payment

8.5

The Procurement Card Administrator will pay all charges due by
the due date. Payment is to be made in the form of a bank wire
transfer.

Purchasing Card Maintenance and Closure

8.6

All contact with Bank of America for card set up, maintenance and
closure will be handled by the Purchasing Card Administrator who
is located in the Finance and Accounting Division.

The Procurement Card Administrator is required to close an
account if a cardholder transfers to a different department, moves
to a new job in which a purchasing card is not required, terminates
employment, or misuses his/her card.

A request for closing a cardholder account will be submitted to
Bank of America by the Procurement Card Administrator. When
an account is closed, the credit card must be returned to the
Procurement Card Administrator.

Sales and Use Tax

8.7

The Nevada Revised Statutes have granted IVGID sales/use tax-
exempt status. Therefore, purchases in the state of Nevada are
exempt from sales/use tax.

Our tax ID # is 88-760004-K and should be on the face of the
credit cards. [f a vendor requests further verification of the
Districts exempt status, a copy of the letter from the State of
Nevada, Department of Taxation can be faxed or mailed to them.
Copies of these letters can be obtained from the Procurement
Card Administrator.

General Ledger Posting

8.8

The Procurement Card Administrator will complete a
spreadsheet on a monthly bases of alf amounts, coding, an
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descriptions of purchases. After balancing is complete, these
amounts must be posted immediately to the correct financial period in
our general ledger.

9. ADVERTISING

Policy

Procedure

10. TIPPING

Policy

Procedure

There are three primary types of advertising that the district processes on
a regular bases — classified ads, legal ads, and display ads.

Classified ad purchase orders will be used primarily by HR for
employment advertising. Each division will work with the HR Division on
all employment ads prior to ad placement.

Legal ad purchase orders will be primarily used by the General Fund
and/or the Engineering Division to satisfy the district’s legal requirements.

All other divisions will primarily use the display ad purchase order. Each
division will work with the Marketing Division on all marketing ads
prior to ad placement.

Ad preparation and placement
9.1 Each division must contact the HR Division on employment ads or
the Marketing Division on advertising ads prior to ad placement.

A purchase order must be issued before the ad is placed. When
an exact amount of the ad is not known, an estimate will be used.
The purchase order number must appear on the tear sheets and
invoices.

Each division will use its own account codes.

All ads shall be proofread by the division placing the ad and by the
HR Division (for employment ads) or Marketing Division (for
advertising ads) before being finalized and approved with the
vendor.

At the time the division receives the ad invoice, they should
immediately approve the invoice for payment by providing the
purchase order number along with their signature, current date, a
proper coding. The invoice should then be forwarded to the
Finance and Accounting Division for payment.

Tipping is a reasonable expense of the district but should be limited
through the following guideline.

Limitation of food tips
10.1  Food tips should not exceed 15% of your food charges.
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11. BULK PURCHASES

Policy

Procedure

Certain bulk purchases should be ordered though established vendors in
order to take advantage of governmental or IVGID discounts.

Office Supplies

11.1 All office supplies should be purchased through Office Max which
takes advantage of our governmental discount. To receive a sign-
on password, please see our Management Assistant. Office
supplies are ordered by each division for the supplies they need.

Janitorial Supplies

11.2 All bulk janitorial supplies should be purchased by our Buildings
Division and ordered through Lake Tahoe Supple. See our
buildings division if you have any questions relating to janitorial
supplies.

Fuel Purchases

11.3 Fuel purchases are ordered by our Fleet Division, ski area
personnel and golf area personnel through Berry Hinckley. Berry
Hinckley is able to furnish us with the governmental-required bio
diesel and reformulated gasoline.

Printers and copiers

11.4 All purchases are handled by the IT Division to take advantage of
our State discounts. After consultation, copier orders and
maintenance are handled by the individual area. IT handles the
necessary paperwork. IT handles all printer ordering, installations,
and paperwork. IT is responsible for verifying the compatibility
between all equipment and our computer equipment and systems.

Software licenses

11.5 All software licenses are handled by the IT division. Contact the
IT division for further information.
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1. FINANCIAL RESOURCE REQUIREMENTS

Policy

Procedures

IVGID should establish an orderly system for anticipating financial
resource requirements and analyzing the most effective means of
providing for those needs.

Debt (in the broadest definition of the term) is the resuit of borrowing
funds for a specific purpose for a specific period of time. It represents a
major means of providing financial resources for IVGID.

Short-term financing consists of debt that is expected to be repaid within
the normal operating cycle or within one year of the balance sheet date
and can take the form of a line of credit agreement with a bank or
demand notes payable.

Long-term financing is primarily debt that will not be repaid within the
normal operating cycle of the business or within one year. This financing
is used for longer-term needs such as capital improvements or business
expansion, and will take the form of installment loans, bonds, debentures,
and capital leases.

Financing through the issuance of debt can entail any number of different
forms and types of indebtedness. The more common forms of debt are
as follows:

Notes Payable

1.1 Notes payable is primarily used to meet short-term working capital
needs. Certain assets such as customer receivables, inventory,
or property and equipment often collateralize this debt.

Demand notes should usually be classified as a current liability
because the repayment date is not specified.

Other notes payable may have a specified repayment date.
These notes should be classified a current or long-term based on
the specified repayment date.

Interest expense must be accrued on all notes payable, whether
they are demand notes or not. Interest must be imputed on non-
interest bearing notes or notes with unrealistically low interest
rates. Interest should be accrued monthly over the term of the
note based upon the balance of the notes payable, the stated (or
imputed) interest rate, and the interest payment dates specified on
the notes.

Instaliment Loans

1.2 Installment loans are debt instruments used primarily to finance
the acquisition of a specific asset. Most frequently, these loans
are collateralized by the land, buildings or equipment acquired.
The repayment terms of an instaliment loan usually call for
periodic payments to be made over the life of the debt. These

71

100



Incline Village General Improvement District

Bonds

1.3

payments include both an interest and principal portion. The
lender should provide the borrower with an amortization schedule
showing a breakdown between the interest and principal portion of
each payment.

Based upon the amortization schedule, the principal portion of the
payments due within the next year should be classified as a
current liability while the remaining principal balance should be
classified as long term.

Interest expense on instaliment loans should be accrued and paid
based on the amortization schedule referred to above.

Bonds are used to finance larger capital projects such as the
construction of a new facility or to finance a significant business
expansion. Often bonds are secured by most of the assets of the
district with bondholders having priority over many of the other
creditors.

Interest on bonds should be accrued monthly using the specified
rate.

Amortization of bond discounts and premiums must also be
recorded monthly based upon amortization schedules prepared
when the bonds were issued.

Long-Term Leases

1.4

Long-term capital ieases are another means by which the
purchase of equipment can be financed. The terms of a lease
agreement usually call for equal periodic payments over the life of
the lease. If a lease meets the criteria classification as a capital
lease, the present value of the minimum lease payments is
considered to be the long-term debt while the remaining portion of
the minimum lease payments is considered to be the interest
related to this debt.

An amortization schedule should be prepared showing the
breakdown of each payment between the principal and interest
portions. As with other installment loans, the principal portion of
the minimum lease payments due in the next year should be
classified as a current liability while the remaining principal
balance should be classified as long term.

The interest portion of capital leases should be recorded and paid
based on the amortization schedule referred to above.
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2. ASSUMPTION AND AUTHORIZATION OF DEBT

Policy

Procedures

Determination of the need to assume debt should be made by the
Controller and the General Manager of IVGID, and all debt shouid be
appropriately authorized by the Board of Trustees.

The issuance of all new debt as well as the extension of any existing debt
should be authorized by the Board of Trustees. This authorization should
be documented in the minutes of the Board of Trustees meetings in the
form of a resolution. In some instances the creditor will require that a
board resolution authorizing the debt be included in the executed debt
agreements.

Board of Directors Resolution
2.1 A resolution of the board of trustees should be prepared so as to
document the board’s approval of the issuance of the debt.

Debt Approval and Agreement
22 A copy of the resolution approving the issuance of the debt should
be maintained with the executed copy of the debt agreement.

Records and Collateralization of Debt
2.3 A record should be maintained of the assets collateralizing the
debt, if any and should include the following information:
* The assets should be specifically identified
s The record should be updated periodically to reflect the
current book value of the assets

3. SAFEKEEPING OF DEBT AGREEMENTS

Policy

Procedures

Physical control of debt instruments should be maintained.

The original executed debt agreements and debt instruments should be
maintained in a safe place and the existence of these instruments should
be verified periodically.

Original Agreements and Instruments
3.1 The original debt agreements and instruments should be obtained
once they have been executed.

Physical Safety of Agreement and Instruments

3.2 These debt agreements and instruments, as well as any
subsequent amendments, should be kept in a safe place such as
a vault or a safety deposit box. Consideration may be given to
having these agreements and instruments maintained by IVGID's
legal counsel at an outside location.

4. RECORD OF DEBT

Policy

All debt should be recorded in the general ledger based on the terms of
the debt agreement.
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Procedures

The issuance of any new debt or the extension of any existing debt
should be accurately recorded in the general ledger based on the terms
of the debt agreement that has been reviewed and approved by the board
of trustees.

Cash Received in Exchange for Debt

4.1

When cash received in exchange for certain debt is included in the
standard cash receipts system, the entry to initially record this
debt is prepared as part of the cash receipts process described
earlier. It is, however, important to properly identify the offsetting
credit and classify the debt as current or long-term based upon the
repayment terms.

Cash received in exchange for debt may be received via bank
wire transfer or some other infrequently used method. In these
instances, it will be necessary to prepare and record a general
journal entry, again classifying the debt as current or long-term.
This journal entry should be prepared or reviewed by the
Controller.

Property and Equipment in Exchange for Debt

4.2

‘Property and equipment can be received in exchange for

installment loans and capital leases. Therefore, the controls over
the cash receipt system cannot be relied upon to identify new
debt.

A general journal entry must be prepared to properly record the
issuance of this debt and the corresponding property or
equipment.

For installment loans, the principal portion of the debt plus any
down payment made will equal the cost of the property and
equipment acquired.

For capital leases, the cost of the equipment will be the present
value of the minimum lease payments plus any down payment
paid.

The Controller should review the journal entry and the supporting
documents to ensure the appropriateness and accuracy of the
entry.

Bond Price Fluctuations

4.3

Bond prices will fluctuate when the interest rate specified on the
bonds differs from the prevailing market interest rates.

A discount or premium is recorded for the difference between the
face value of the bonds and the issuance price.
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The discount or premium should be amortized over the term of the
bonds.

5. TIMELY INTEREST EXPENSE ACCRUALS

Policy

Procedures

Interest expense for all debt should be accrued on a timely bases.

An interest accrual should be recorded at the end of each month for all
debt on the general ledger.

Interest Accrual Using Amortization Schedule

51 When the amortization schedule is prepared, the interest accrual
should be computed based upon the interest portion of the next
payment due and the number of days from the date of the
previous payment until the end of the period.

interest Accrual without Amortization Schedule

5.2 In situations where an amortization schedule is not available, the
interest accrual must be computed based upon the principal
outstanding during the period, the interest rate charged or imputed
by the creditor, and the period of time from the date of the last
interest payment until the end of the month.

6. DEBT PAYMENTS

Policy

Procedures

All payments should be properly recorded in the general ledger on a
timely basis.

Payment on notes payable and other long-term debt made through
IVGID’s standard disbursements system, through the transfer of funds by
wire, or other methods should be recorded on a timely basis.

Separate Principal and Interest Components

6.1 For debt that combines both principal and interest into one
payment, it is necessary to record the separate principal and
interest components of each payment.

If an amortization schedule is to be provided by the creditor, it
should be obtained when the debt agreements are executed or as
soon thereafter as possible.

If an amortization schedule is not provided, it should be prepared
based on the terms of the debt agreement.

A copy of the amortization schedule should be maintained with the
original executed debt agreements. A copy should also be kept in
the accounting division so that each periodic payment can be
properly recorded in the general ledger.

Debt Payment through General Ledger Distribution
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6.2  If the debt payment is made through IVGID’s standard
disbursement system, reliance should be placed on the general
ledger account distribution process. The account distribution
coding for these payments should be reviewed to ensure that the
notes payable or other long-term debt and the related interest
accrual are properly relieved in accordance with the applicable
amortization schedule and other supporting documents.

7. BOND DISCOUNTS AND PREMIUMS

Policy

Procedures

Bond discounts and premiums should be amortized over the term of the
bonds.

Bonds normally may be issued for a price that differs from the face or
maturity value of the bonds. This difference will be either a premium if the
sales price is in excess of the face value of the bonds or a discount if the
sales price is less than the face value of the bonds. The difference must
be amortized over the term of the bonds. The method used to compute
the amortization is the interest method. The amortization of a premium
will reduce the interest expense while the amortization of a discount will
increase the interest expense.

Bond Amortization Schedule

7.1 A bond amortization schedule utilizing the interest method should
be prepared to determine the periodic amortization and the
adjustments to the bond carrying value.

Timely Recording of Discounts and Premiums
7.2 The amortization or bond discounts and premiums should be
recorded monthly or, at a minimum, when interest is paid.

8. CURRENT AND LONG-TERM DEBT SUMMARY

Policy

Procedures

A detailed summary of current and long-iterm debt, accrued interest
payable, and interest expense should be prepared and reconciled to the
general ledger.

To ensure that all debt activity is being properly recorded on a timely
basis, a detailed summary of current and long-term debt balances,
accrued interest payable, and interest expense should be prepared
periodically and reconciled to the general ledger. This detailed summary
should be prepared from amortization schedules, statements from
creditors, and internally prepared schedules of debt activity.

Debt instrument Activity Summary

8.1 A summary of activity for each debt instrument should be
prepared. This summary should include the balance of the debt at
the beginning of the period, plus any new debt issued during the
period, fess any principal payments made during the period; the
activity in the accrued interest payable accounts including the
balance at the beginning of the period, plus any additional interest
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accrued during the period, less any interest paid during the period;
and a breakdown of the current and long-term portions of the
balance of the debt at the end of the period.

Comparison to General Ledger

8.2  The outstanding debt, accrued interest payable, and interest
expense accrued as summarized in the schedule prepared above
should then be compared to the general ledger. Any
discrepancies among the amount taken from the summary and the
amounts recorded in the general ledger should be investigated
and resolved.

Current Portion of Long-Term Debt

8.3 Finally, the current portion of the debt as summarized above
should be compared to the amount recorded on the general
ledger. If necessary, a journal entry should be recorded to adjust
the current portion of long-term debt to agree with the summary
schedule.

9. DEBT COVENANTS

Policy

Procedures

All debt covenants should be reviewed periodically.

In the event that there is a lack of compliance with restrictive debt
covenants, a creditor could deem IVGID to be in default of the debt
agreement. This in turn could give the creditor causes to demand
immediate repayment of the debt. With this in mind, the debt covenants
should be reviewed annually so as to determine whether all covenant
restrictions have been met. If noncompliance is detected, discussions
should begin immediately with the bank or other financial institution in
order to avoid foreclosure or recall of the debt.

Debt Covenant Review Checklist

9.1 The debt covenant section of each debt agreement should be
reviewed and a separate review checklist should be prepared for
each debt agreement. This checklist should cover all covenants
including those requiring the maintenance of certain financial
ratios, those requiring the reporting of certain financial information
to the bank on a periodic basis, and those limiting the amount of
certain expenditures such as capital improvements. These
checklists should be prepared in a format that will provide
sufficient space for the caiculation of each ratio and that can be
carried forward for use in subsequent periods.

Frequency of Checklist Preparation

9.2 Annually the checklists prepared above should be completed. All
covenants should be reviewed and all required financial ratios
shouid be caiculated. A notation shouid be made on the checklist
next to each individual covenant documenting whether or not
IVGID is in compliance with that covenant.
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Noncompliance with Debt Covenants

9.3 If noncompliance with certain covenants is noted, communications
with the bank or other creditor should be instituted. It may also be
necessary o obtain a waiver of the debt covenants from the bank.
If such waiver cannot be obtained, it will be necessary to classify
the related debt as current.
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1. MONITORING OF ACCRUED LIABILITIES

Policy

Procedures

The Finance and Accounting Division should monitor and account for
accrued liabilities.

Accrued liabilities are items for which a service or benefit has been
received and for which the related liabilities are both acknowledged and
reasonably determinable, but which are not yet payable, either because
of the terms of the commitments or because invoices have not yet been
received.

Establishing List of Expenses

1.1 The Finance and Accounting Division should establish a list of
commonly incurred expenses that may have to be accrued at the
end of an accounting period. This list will serve as a reminder and
help ensure that all expenses have been identified. Exampies of
such expenses are:

Salaries and wages

Payroll taxes

Vacation and sick pay

Deferred compensation

Professional fees

Insurance

Interest

Preparation of Detailed Register
1.2 Once identified, each expense should be maintained in a detailed
register.

When and How Accrued Liabilities Occur

1.3 The amount recorded for accrued expenses should be properly
measured. Accrued liabilities come into existence with the
passage of time or with the occurrence of an event.

Recording the Accrual

1.4  An accountant should prepare a journal entry to record the
accrued liability and the matching expense. The preparer should
sign or initial the journal entry. The entry should be reviewed and
approved by the Controller.

Review of the Account Balance

1.5 At the end of each accounting period, an accountant should
review the adequacy of accrued expenses. If any adjustments are
deemed appropriate to the account balance, a journal entry should
be made to adjust both the accrued expenses and accrued
liabilities. This should be reviewed as in 1.4 above.
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2. RECONCILIATIONS AND ACCURACY

Policy

Procedures

Detailed records of accrued liabilities should be reconciled regularly with
the control account.

Reconciliations should be performed to help ensure the accuracy of the
detailed records and the control account.

Performance of Monthly Reconciliations

2.1 A reconciliation should be performed monthly between the
detailed register and the general ledger balance. The person
performing the reconciliation should not be one who maintains the
detailed records and the control account,

Investigation of Discrepancies
2.2 All discrepancies should be investigated on a timely basis.

Supervisory Review of the Reconciliation

2.3  The reconciliation should be reviewed and approved by the
Controlier.
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1. PAYROLL AND PERSONNEL/HUMAN RESOURCES

Policy

Procedures

A system of authorized communication between the payroll and the
personnel/human resources departments should be established and
maintained.

The personnel department maintains employee files in which employee
pay history is documented and withholding authorizations are retained.
Changes to standing payroll data, which is processed by the payroll
department, are generally initiated by the personnel/human resources
department.

Announcement of Vacancy

1.1 Prior to filling any vacancy for a full-time position or other position
designated as management, the Department Head shall submit a
job announcement to the General Manager which summarizes the
duties and responsibilities of the position and the knowledge,
skills, qualifications, and attributes required.

All vacancies in full-time or management positions, except
Department Heads, shall be posted by the Human Resources
Manager within each major IVGID work area. If the General
Manager determines that sufficient candidates exist within IVGID,
the General Manager may limit eligibility for the position to current
IVGID employees. If there are not sufficient candidates within the
IVGID work force, then recruitment shall include external
advertisement.

The extent of announcement for non-management temporary,
seasonal, and part-time employees shall be determined by the
Department Head on a case-by-case basis under guidelines
established by the General Manager.

Applications

1.2 All applications must be submitted to Human Resources at
IVGID’s Administration building so that they may be entered into
the Applicant Tracking system and routed to the appropriate
departments. Human Resources will keep job applications on file
for one year.

Background Checks ,
1.3 IVGID may conduct the following background checks:
e A determination if applicant was a former IVGID
employee
» Past employment verification
e Education verification, credit report, driving record,
military record, or criminal record
Employment verification can be accomplished either by telephone
or in writing. If the prior employment cannot be verified, the hiring
authority should discuss the situation with their manager or
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Department Head and determine whether it is reasonable to
proceed with the hire.

Offer Letter

1.4

Offers of employment for all full-time/year-round and seasonal
management positions must be approved by the Department
Head, Human Resources, and the General Manager, using the
District’s standard offer letter format.

Offers of employment for all seasonal, part-time and temporary
employees must be approved via the Personnel Action Notice.

Determination of wage ranges/hourly rates

1.5

Wage ranges and hourly rates are to be determined using the
current year's operating budget, personnel section. If there are
any concerns about position placement within the set ranges,
discussion and approval shouid be obtained from the Department
Head, Human Resources, and/or the General Manager.

Compensation and Evaluation

1.6

Evaluations should be conducted in a timely manner on the
approved evaluation form supplied by the Human Resource
Department. Evaluations are conducted annually on the
employee’s anniversary date.

Annual increases in salaries and rates are to be determined by the
ratings on the annual evaluation. The ratings are tied to the
Salary Increase Guide form prepared by the Human Resource
Department.

A one-time, six-month review should be completed for all new
hires. No increase in rate is to be awarded at this time. The
purpose of the six-month review is 1o review the new employees
work progress and to acknowledge accomplishments.

Vacation and Sick Pay

1.7

Vacation accrues from the date of hire and may be taken at the
end of six months and is granted according to a set schedule
determined by the Human Resource Department.

Eligible employees accrue sick leave beginning with the first day
of service. Sick leave accrues at a rate of 8 hours per month.
During early December of each year, IVGID will provide an
opportunity to each eligible employee to “sell” back to IVGID one-
half of their unused sick leave balance, up to a maximum of 48
hours. Such sale will occur at the employee’s current hourly rate.
Unused sick leave will be forfeited upon termination of
employment.
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Additional Information

1.8

Detailed, additional information can be found in the Personnel
Policy Manual prepared and maintained by the Human Resource
Department.

2. WAGES AND SALARIES

Policy

Procedures

Payment for wages and salaries should be made only to company
employees at authorized rates of pay.

Controls should be established over standing payroll data to ensure that
the payroll reflects complete and authorized standing data.

Changes in Payroll Data

2.1

All changes to standing payroll data should be authorized in
writing including new hires, terminations, pay rate changes,
voluntary payroll deductions, and court-ordered payroll
deductions.

Authorization of Changes in Payroll Data

2.2

An appropriate official outside of the payroll department should
authorize changes to payroll data. New hires/terminations should
be authorized in writing by the appropriate operating division and
the personnel division. The individual employee should authorize
voluntary deductions. Pay rate changes should be authorized in
writing by the personnel department or the appropriate division
head. A copy of all authorization forms for changes to payroll data
should be retained in each employee’s personnel file.

Comparison of Payroll Data to Personnel Files

2.3

Human Resources personnel or an internal auditor should
periodically compare payroll data to the personnel files 1o ensure
that all changes have been made accurately and timely and that
only authorized changes have been made.

Check Run Process

2.4

Payroll pay dates are the 5" and 20™ of each month. Time
worked from the 1* through the 15" is paid on the 20" of the same
month, and time worked from the 16" through the last day of a
month is paid on the 5™ of the following month.

Out-of-cycle Checks

2.5

Out-of-cycle checks are discouraged. If a check is necessary
before the next scheduled check run, approval must be obtained
in writing from the division supervisor and HR or the Director of
Finance, Accounting & IT on the standard payroll prepay request
form.
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3. TIMEKEEPING

Policy

Procedures

Payment for wages and salaries should be made in accordance with
records of work performed.

Controls should be established over the fransaction data to ensure that
disbursements of company funds are for valid services performed.

Maintenance of Time Records

3.1 For employees compensated on the basis of time worked, records
should be maintained on the Kronos system and approved by
division supervisors.

Overtime Approval
3.2 All overtime should be approved prior to work by division
supervisors.

Reconciliation of Payroll to Supporting Records

3.3 A reconciliation shouid be performed on transaction data that is
the basis of the payroll calculation to supporting records. For
commissioned employees, reported sales should be totaled and
reconciled with operating sales data.

Payroll Calculations
3.4 Payroll payments should be accurately caiculated. Gross pay and
payroll deductions shouid be reviewed to determine accuracy.

4. PAYMENT TO IVGID EMPLOYEES

Policy

Procedures

Payment for wages and salaries should be made only to company
employees.

Controls should be established to ensure that only valid company
employees receive payroll payments.

Distribution of Payroli
4.1 Individuals who do not prepare the payroll should distribute payroll
checks.

Receipt Log for Payroll Checks

4.2 The payroll coordinator should prepare receipt logs for all
recreational and utility areas. The employees should sign for
receipt of their payroll check. After the employees have picked up
all checks, the receipt logs should be returned to the payroll
technician. Any checks not picked up within 10 business days
should be returned to the payroll coordinator. The payroll
coordinator will then mail the remaining checks or contact the
employee to determine when the check can be picked up.
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Comparison of Employee Check Endorsements to Signatures on

File

4.3 Periodically, endorsements on checks or signatures on the receipt
log should be compared with employee signatures on file.

Reconciliation of Payroll Bank Accounis

4.4  The payroll bank account should be reconciled monthly by an
employee who has no responsibilities for the preparation of the
payroll or physical distribution of paychecks.

5. PAYROLL DEDUCTIONS

Policy

Procedures

Payroll deductions should be correctly recorded and paid to the
appropriate third parties on a timely basis. Also, related payroll reports to
third parties should be submitted on a timely basis.

Controls should be established to ensure that payrolt deductions, both
compulsory and voluntary, are adequately identifiable in the general
ledger and that the payments to the third parties are timely and accurate.

Recording of Payroll Deductions
5.1 Payroll deductions should be recorded in separate general ledger
control accounts.

Independent Check of Payroll Deductions

5.2 Payments of payroll deductions to third parties should be
reconciled with the related payrolls by an employee outside of the
payroll department.

Review of Payroli Deduction Payments to Third Parties

5.3 Payments of payroll deductions to third parties, including the
employer payroll expense portion where applicable, and the
related documentation should be reviewed by the Controller to
ensure that payments are appropriate and made on a timely basis.

6. QUARTERLY AND YEAR-END REPORTS

Policy

Procedure

Quarterly and year-end reports are to be filed timely within established
deadlines by the Payroll Coordinator. All reports must be verified for
accuracy.

Quarterly and Year-end Reports
6.1 All reports must be accurately filed by established deadlines to

avoid penalties on appropriate state or federal forms. Any
discrepancies should be resolved prior to the filing of a form.
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1. BUDGETARY CONTROLS

Policy

Procedures

The District staff works with the Board of Trustees to develop the annual
budget. The budget is presented at several public meetings and hearings
prior to adoption by the Board and submission fo the State of Nevada.
The budget includes operating plans and capital improvement plans, as
well as five-year cash flow projections for all District funds.

The budget serves as a management tool to set appropriate rates and to
measure District performance, as well as to ensure future financial
stability.

The District adheres to the Local Government Budget Act incorporated
within state statutes. Budgets are adopted on a basis consistent with
Generally Accepted Accounting Principles for all funds.

Budget Planning

1.1 The Board of Trustees establishes the budget policy for the
District. Budget planning begins each year in early November
with operating and CIP workshops between management staff
and the Board. The Budget Accountant establishes and maintains
the budget model. The model is opened to the operating divisions
for their yearly budget input.

Preliminary Summaries

1.2 Preliminary program summaries are submitted to the General
Manager for review in January. Any changes in rates, personnel,
and intercompany charges should be discussed and agreed upon.

Pre-Budget Hearing

1.3 A pre-budget hearing will be conducted in mid-February so that
the board can give final general direction to staff for budget
development. Shortly thereafter, preliminary budget development
is 10 be compieted and the budget model! frozen for proof.
Finance and Accounting will perform a final test and update to the
five-year financial model.

Budget Presentation

1.4  The proposed operating and CIP budget will be presented to the
Board of Trustees in mid-March. The Board will give its
preliminary approval to staff.

Preliminary Budget sent to State of Nevada

1.5  In early April, the Board of Trustees will communicate their
opinions and recommendations to each division. The divisions will
make directed adjustments to the budget.

By mid-April, the Finance and Accounting Division will submit the
tentative budget to the Sate of Nevada.
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By the end of April, the Board of Trustees will give their final
approval of the budget.

Final Budget sent to State of Nevada

1.6 A special meeting will be held by the Board for final approval by
mid-May; and the final budget will be sent to the State of Nevada
no later than the last day of the month.
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