MEMORANDUM

TO: Audit Committee

FROM: Ray Tulloch
Audit Committee Chair

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

DATE: August 10, 2021

L. RECOMMENDATION

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

IL. BACKGROUND

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

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

M.  ACTIONS

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

discussion

IV. ALTERNATIVES

Do not move forward with the proposed review.

V. FINANCIAL IMPACT AND BUDGET

There is no budgetary impact.
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GENERAL IMPROVEMENT DISTRICT
ONE DISTRICT ~ ONE TEAM

Accounting, Auditing, and Financial Reporting
Audit Committee Charter
Policy 15.1.0

PROPOSED REVISIONS FOR DISCUSSION

The Incline Village General Improvement District is committed to be proactive,
informed, and to previding-provide the highest ferm-level of financial accountability
and transparency to |ts parcel owners and other stakeholders (i.e., the State of

evada)

The Government Finance Officers Association (GFOA) encourages the effective
use of an audit committee in the public sector and considers this-such a committee
an integral element of public accountability and governance. The—An_ Audit
Committee plays a key role with respect to overseeing the integrity of the District's
annual financial information—statements (the “CAFR”) by ensuring those
responsible for financial management (management—auditers, and the Board of
Trustees) meets their respective—responsibilities for maintaining an effective

system of internal controls semplianse-andover financial reporting.

To-be-effestive—Aan audit committee should be formally established by the Board
of Trustees, be adequately funded, and be subject to a formally approved Audit

Committee Charter.properly-dosurmented:

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

assessment-of-financial-statementsreport on the CAFR.

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

Thise Audit Committee Charter shall be reviewed periodically-annually with any
recommended changes submitted to the Board of Trustees for consideration and

approval.

Adopted May 6, 2020 1
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Accounting, Auditing, and Financial Reporting
Audit Committee Charter
Policy 15.1.0

ORGANIZATION: The Committee shall consist of five (5) voting members. This
includes two Board appeintedFrustees—and-members appointed annually by the
Trustees and three members appointed by the Trustees to serve as three-Beoard
appeinted-qualified At-Large Members. The-Committee-can-be-expanded-to-an
odd—pumber—Any rBecommendations for expanding the number of voting
members will be approved by the Committee and submitted to the Board of
Trustees for app;eva#consmerat;on The Commlttee may_ retain financial or other
appropriate advisors i

external-auditfirm; to attend meetings, provide gwdance and training, as needed.

Members of the Audit-Commitiee should—shall obtain an understanding of
accounting, auditing, financial reporting, and internal controls to be able, with the
assistance of an financial-advisor if needed, to deliberate on issues for which the
Committee is responsible. Therefore, the Board of Trustees may need to budget
for periodic training of the Committee members and an outside financial-advisor to
assnst the Committee WIth the |ndependent conduct of its work—Ihe—ﬂnanaal

adwsor SO engaged should possess the foIIowmg quallflcatlons

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

e Experience either preparing or auditing financial statements fersimilar

e
o : . : . l
e Experience with finansial internal controls over financial reporting
e An understanding of the function of an audit committee

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

o Annually, the Board of Trustees will appoint two Trustees to be veting
Committee _members. Appointing Trustees to serve successive years
increases the-censistensycontinuity and allows for knowledge retention. In
the event a Trustee is removed or resigns, the Board of Trustees shall
appoint a new member to the Ceommittee._In accordance with GFAO
guidelines, Trustees considered for appointment to the Committee shall not

Adopted May 6, 2020 2
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have any material role in the financial matters of the District. This guideline
would generally preclude the Board Chair and Treasurer from joining the

e At-Large Members shall be appointed by the Board of Trustees from
applicants with appropriate accounting, auditing and financial reporting
expertise with staggereding two-year terms.

o Forthe first appointment, one member will serve a one-year term and
the other two will serve a two-year term.

o For eEach subsequent appointment the member will serve a two-
year terms.

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

The veting-Committee members are limited to two 2-year terms, which may be
extended in the event there are no interested and qualified applicant_to fill any
future vacanciess.

1.0 Independent auditor reports directly to the Audit Committee

The independent auditor will be engaged by and reports directly to the Audit
Committee. The Audit—Committee is expected to maintain free and open
communication with the independent auditor and District Staff. This
communication may include periodic executive sessions with each of these parties.
The independent auditor is to bring to the attention of the Committee any additional
work required_(and related fee impact), beyond the scope of work contained in the
engagement agreement, to fulfill their responsibilities_before any such work is
undertaken.

2.0 Scope of Audit-the Committee’s Authority and Responsibilities

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

1t Financial reporting
2. Internal controls
Adopted May 6, 2020 3
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The independent audit of finansial-statementsthe CAFR

To fulfill these responsibilities, the Committee must:

2.1

2.2

2.3

i

Be independent, effectively communicate, and reinforce
accountability.

Manage the external independent audit procurement process. Make
recommendations to the Board of Trustees and take subsequent
action to engage an independent auditor.

= E ‘[ Formatted: Indent: Left: 0.75", No bullets or numbering ]

221 221 Review and approve the Request For Proposal (RFP)« - -  Formatted: Indent: Hanging: 0.75"

)

for an independent auditor to be retained by the District. Such
engagement should be for no more than five fiscal years in

durationAscertain-that the-Reguest For-Proposa-{(RER)fora
i ; ined by the Disthct§ ; : ;

firm,

s 4[ Commented [MOU3]: Rotation is the responsibility of the audit ]
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Make recommendations to the Board of Trustees and take
subsequent action to engage an externalindependent auditor. forthe

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

2:3:12.3.2 Review and approve the engagement letter (i.e.,
contract) between the District and the independent auditor

2322383 If deemed necessary, identify and recommend
additional services to be performed.

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

2.3.42.3.5 When appropriate replace the independent exiernal
auditors fing-H i heDistrict and initiate

Adopted May 6, 2020 4

e ‘[ Commented [MOU4]: Update reference in final version.

)

102



INCLINE
VILLAGE

GENERAL IMPROVEMENT DISTRICT
ONE DISTRICT ~ ONE TEAM

Accounting, Auditing, and Financial Reporting
Audit Committee Charter

Policy 15.1.0
2-3-52.3.6 _ Approve the scope of work and audit plans by June of
each year.
2.4 Facilitate the external audit process. The Committee will oversee - { Formatted: Font: 12 pt )

and, annually, evaluate the work of the independent auditor and the lead
audit partner. The Committee shall review, in consultation with the
independent auditor, the annual audit plan and scope of audit activities.
At least annually, obtain and review a report by the independent auditor
that describes (i) the independent auditor's internal quality control
procedures, and (ii) any material issues raised by the most recent
internal quality-control review, or peer review, of the independent auditor
or by any inquiry or investigation by governmental or professional
authorities, within the preceding five years, regarding any independent
audit performed by the independent auditor, and any steps taken to deal
with any such issues

2.4.1 Review and approve formal reports or letters to be submitted
to the external auditor including the CAFR and all related
external filings/correspondence-

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

2.4.3 Disagreements between the independent auditor and District« . - - Formatted: Font: (Default) Arial
Management. To review with District management and the " Formatted
independent auditor any material conflicts or disagreements
between District management and the independent auditor,
whether or not resolved, regarding financial reporting,
accounting practices or policies or other matters, that
individually or in the aggregate could be significant to the
District’s financial statements or the independent auditors’
report, and attempt to help resolve any conflicts or
disagreements regarding financial reporting.

2.4.4 Follow -up on any corrective action identified. Throughout
each fiscal year, the District is to provide the Committee
members for review copies of all Committee meeting pre-read
materials at least one week before each meeting and before

their respective report issuance deadlines.
249 e [ Formatted: Indent: Left: 1.5", No bullets or numbering J

-
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2.4.62.4.5 Submit a written annual Augit-Committee Report to the
District's Board of Trustees in conjunction with the

presentation of the annual audit.
2.4.6 Obtain and review the report prepared for and provided to the <+ - - { Formatted

Committee from the independent auditor at least annually
regarding (a) the independent auditors’ internal quality control
procedures. (b) any material issues raised by the most recent
internal quality-control review of the firm, or by any inquiry or
investigation by governmental or professional authorities within
the preceding five years respecting one or more independent audits
carried out by the firm and (c) any steps taken to deal with any

such issues.

2.5 Review management’s annual assessment of the effectiveness of+ - - { Formatted

the District’s _internal controls over financial reporting

e ‘U‘ormatted: Indent: Left: 0"

e {Formatted: No bullets or numbering

bt ‘@rmatted: Indent: First line: 0.5"

261 Review-theannuakintemal-contrelaudit-plan{s) <« - - { Formatted: Indent: Left: 0.5"

A

+ Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left

———FHeview management's—annual-assessmentof-thel-internalcentrols« 1 Formatted: Indent: Left: 0.5, Outline numbered + Level: 3

+ Aligned at: 1" + Indent at: 1.5"

2.5.1 Evaluate management’s identification of fraud risks, ensure the<«-

=i ‘[ Formatted: Indent: Left: 1", No bullets or numbering

implementation of anti-fraud measures

J

ey ‘[Formatted: Indent: Left: -0.5"
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2:6-3 2.5.2 The Committee may identify a need to engage an
external Internal Auditor to address a specific area of concern.

26342511 The Committee will review and approve
or modify Management’s proposal for the scope of
work and selection of the resource.

26322512 Management is responsible for engaging
the resource to perform the scope of work and
overseeing contract deliverables.

26-332.5.1.3 Management will have the responsibility
for implementation of identified internal control
changes or enhancements.

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

2.6 Review all major issues regarding accounting principles and
financial statement presentation, including any significant changes in
the District’s selection or application of accounting principles. ¢
Analyses prepared by management or the independent auditor setting
forth significant financial reporting issues and judgments made in
connection with the preparation of the CAFR. ¢ The effect of regulatory
and accounting initiatives, as well as off-balance sheet structures, on
the District’s financial statements. ® Any significant changes required or
taken in the audit plan as a result of any internal control deficiencies. ©
Any problems or difficulties the independent auditor encountered
during its audit work, including any restrictions on the scope of the
auditor’s activities or on access to requested information, and
management’s response.,

2.7 Periodically review the District's Ceode of Ceonduct that promotes
honest and ethical conduct; full, fair, accurate, timely — disclosures in
periodic reports including the CAFR: and compliance with applicable
policies to ensure it is adequate and up-to-date.anrd-understandable
mseba%em-peﬁedmcepeﬁakangpomphance with applicable policies to

ensure it is adequate and up-to-date.

2.8 To review and refine as necessary the procedures for the receipt,
retention, and treatment of complaints received by the District, from
the public or anonymous submissions by employees of the District,

Adopted May 6, 2020 7
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regarding accounting, internal accounting controls, auditing matters,
or suspected fraud.

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

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

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

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

The Audit-Committee is to submit an annual report to the Board of
Trustees assessing the—resulis—of-its fulfilment of its duties and
responsibilities as described in the Charter.

Meetings

3.1

3.2

3.3

3.4

Meetings are to be conducted in accordance with the state’s Open
Meeting Law NRS 241. The Board of Trustees will be emailed a copy
of the meeting minutes. Meeting minutes will be posted on the District
website.

The committee will hold meetings at a minimum of once per quarter.
All members are expected to attend on a regular basis. Any member
missing three consecutive meetings without due cause (i.e., illness)
will be reviewed for continued membership on the Committee by the

Chairs of the Committee and Board.,

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

Review all past correspondence which contains outstanding action
itemswith—action—ouistanding. Ensure responses and/or corrective
action is taken in a timely manner.

Adopted May 6, 2020 8
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3.5 The Ceommittee may ask members of management or others to
attend meetings and provide pertinent information as necessary.

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

3.7 ___An annual meeting is to be held with the independent external
auditors, the General Manager, the Director of Finance, legal
counsel and anyone else as desired by the Committee to review the

audited annual financial statements including the Comprehensive
Annual Financial Report (CAFR) and the auditor's _material written

communications with the Districtlefterof-findings-

,,,,,,,,,,,,,,,,,,,,,,, - -  Formatted: Font: 12 pt 1]

4 Annual Risk Assessment and Risk Management. The Committee shall 1 ( ormatted: Left, Indent: Left: 0.5", No bullets or J
review and discuss with District management and the independent auditor ; _ numbering

the District's major financial risk exposures, and the steps management \{Formatted. Font: (Default) Arial B

has taken to monitor and control those exposures, including the District’s { Formatted: indent: Left: 0", Hanging: 0.5" ]

guidelines and policies with respect to risk assessment and risk
management.

3+ _ - -| Formatted: Font: 12 pt
‘(Formatted Normal, No bullets or numbering

e
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PROPOSED REVISIONS FOR DISCUSSION

The Incline Village General Improvement District is committed to be proactive,
informed, and to provide the highest level of financial accountability and
transparency to its parcel owners and other stakeholders (i.e., the State of
Nevada).

The Government Finance Officers Association (GFOA) encourageg,grtﬁe.»:é’ﬁegtive
use of an audit committee in the public sector and considers such(\a i:omr}jitt"ée an
integral element of public accountability and governance. An?@%fgqu*&ﬁe’mmittee
plays a key role with respect to overseeing the integrity of tﬁiéjgftict’s annual
financial statements (the “CAFR”) by ensuring those res‘pfoggfgé for financial
management (management, and the Board of Trustees).meeftheir responsibilities
for maintaining an effective system of internal controls oV’eﬁﬁn‘éncial reporting.
—_ N |

An audit committee should be formally establishé;i by}hé Board of Trustees, be
adequately funded, and be subject to a fgfmgii%afbproved Audit Committee
Charter. « @ 3

>

POLICY: The Audit Committee (the “Cbifbrﬁihé\é”) is to assist the Board of Trustees
fulfill its responsibilities in accordance“with Nevada Revised Statutes, District
Policies, Practices, Ordinances,xa/"ng;ﬁesolutions by providing oversight over the
District’s financial reports, the.system of internal controls including the internal
audit plans and reports, ?dgthexi“i;d&épendent auditor’s report on the CAFR.

The Committee will eﬁ‘égfé open communication and maintain strong working
relationships with thé IVGID Board of Trustees, the General Manager, Director of
Finance, and tr}g;iﬁdependent auditor.

This Audit Comm\lttee Charter shall be reviewed annually with any recommended
changes submitted to the Board of Trustees for consideration and approval.

OBGANIZAT‘ION: The Committee shall consist of five (5) voting members. This
includes two Board members appointed annually by the Trustees and three
members appointed by the Trustees to serve as qualified At-Large Members. Any
recommendations for expanding the number of voting members will be approved
by the Committee and submitted to the Board of Trustees for consideration. The
Committee may retain financial or other appropriate advisors to attend meetings,
provide guidance and training, as needed.

Adopted May 6, 2020 1
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Members of the Committee shall obtain an understanding of accounting, auditing,
financial reporting, and internal controls to be able, with the assistance of an
advisor if needed, to deliberate on issues for which the Committee is responsible.
Therefore, the Board of Trustees may need to budget for periodic training of the
Committee members and an outside advisor to assist the Committee with the
independent conduct of its work.. Any advisor so engaged should possess the
following qualifications: T,
e A thorough understanding and experience with Generally écé%pted
Accounting Principles (GAAP), Government Accountin{g,ﬁtgfr‘ida"rd Board
(GASB), and financial reporting for the public sector i N
e Experience either preparing or auditing financial st?emem,s{
e Experience with internal controls over financial r@mﬁin%
¢ An understanding of the function of an audit committee
P~ Nt
At-Large Committee members shall be indepengent.§§hey shall not accept any
consulting, advisory, or other compensatory fe€ frometHe District. All members shall
not be an affiliated person with the District. %‘:
e Annually, the Board of Trusteesi\w\ill é*pp‘oint two Trustees to be Committee
members. Appointing Trustees o’ serve successive years increases
continuity and allows fo f jowledge retention. In the event a Trustee is
removed or resigns, tk e:%B%daggd of Trustees shall appoint a new member to
the Committee. In acgordance with GFAO guidelines, Trustees considered
for appointment t6 the«€ommittee shall not have any material role in the
financial matters ofithe District. This guideline would generally preclude the
Board Chaflr/é\ind Treasurer from joining the Committee.

£

y

e At-Large, Members shall be appointed by the Board of Trustees from
applicants«with appropriate accounting, auditing and financial reporting
expertise With staggered two-year terms.

£ ~o, Forthe first appointment, one member will serve a one-year term and
%, the other two will serve a two-year term.
'/‘ "o For each subsequent appointment the member will serve a two-year
term.

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

Adopted May 6, 2020 2
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The Committee members are limited to two 2-year terms, which may be extended
in the event there are no interested and qualified applicant to fill any future
vacancies.

('_

1.0 Independent auditor reports directly to the Audit Committee (%\

The independent auditor will be engaged by and report directly to the COmmlttee
The Committee is expected to maintain free and open commumcagon with the
independent auditor and District Staff. This communication ?flnG udé periodic
executive sessions with each of these parties. The lndepende taudltor is to bring
to the attention of the Committee any additional work r %fnd related fee
impact), beyond the scope of work contained in the eﬂga ement agreement, to

fulfill their responsibilities before any such work is undertal(ﬂen
/ . K{‘\{‘Lf

2.0 Scope of the Committee’s Authorlt@d Ré{ponSIbllltles

/
It is the responsibility of the Commltf'é‘é@@{ prowde independent review and
oversight of: \ 4
f/‘/q. A4
1. Financial reportlng\ /»
2, Internal controjs™, =

3. The lndependént aﬁdlt of the CAFR

To fulfill these respon3|bllmes the Committee must:
/—x
2.1 B¢ mdependent effectively communicate, and reinforce
accountablllty

272 ":“a{{Manage the external independent audit procurement process. Make
\ 'V -recommendations to the Board of Trustees and take subsequent
action to engage an independent auditor.

2.2.1 Review and approve the Request For Proposal (RFP) for an
independent auditor to be retained by the District. Such
engagement should be for no more than five fiscal years in
duration

Adopted May 6, 2020 3
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2.3 Make recommendations to the Board of Trustees and take
subsequent action to engage an independent auditor.

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

2.3.2 Review and approve the engagement letter (i.e., coryact)
between the District and the independent auditor e

2.3.3 If deemed necessary, identify and recommend“aadgtlonal
services to be performed. % /7

2.3.4 By March 31st of each calendar year, thezBoa 'of” Trustees
is to formally designate an external audit firrmi and inform the
Nevada Department of Taxation. ;’Q ,«:f

2.3.5 When appropriate replace the mdependg’nt | auditor t and
initiate the procurement process«42.2)%

2.3.6 Approve the scope of work aﬁd a‘fidﬂ’plans by June of each

year. {wy/v‘

.!'

2.4 Facilitate the external audlﬁf{arocezs The Committee will oversee
and, annually, evaluate the erk%ﬁhe independent auditor and the lead
audit partner. The Committee shall review, in consultation with the
independent auditor, the’annual ‘audit plan and scope of audit activities.
At least annually, obtam aﬁdxewew a report by the independent auditor
that describes (i) *the<\ independent auditor’'s internal quality control
procedures, and \(u) any material issues raised by the most recent
internal quallty-contro’f‘rewew or peer review, of the independent audltor
authormes Wl'[hIFi the preceding five years, regarding any independent
audlpperformed by the independent auditor, and any steps taken to deal
W|th any such issues

y. 2 4 1 Review and approve formal reports or letters to be submitted
\ to the external auditor including the CAFR and all related
external filings/correspondence
2.4.2 Provide an independent forum for (external and/or internal
resources) auditors to report findings or difficulties
encountered during the audit.
2.4.3 Disagreements between the independent auditor and District
Management. To review with District management and the
independent auditor any material conflicts or disagreements

Adopted May 6, 2020 4
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between District management and the independent auditor,
whether or not resolved, regarding financial reporting,
accounting practices or policies or other matters, that
individually or in the aggregate could be significant to the
District’s financial statements or the independent auditors’
report, and attempt to help resolve any conflicts or %,
disagreements regarding financial reporting. o,

2.4.4 Follow -up on any corrective action identified. (lrh{oughout
each fiscal year, the District is to provide, tH Co mittee
members for review copies of all Commltte Ee ing’pre-read
materials at least one week before each | ,geh\% and before
their respective report issuance deadli gngg, «ép

2.4.5 Submit a written annual Comm;ttee\ 38port to the District's
Board of Trustees in conjunction Withjhe presentation of the
annual audit. ‘%\ )

2.4.6 Obtain and review the repor’tM pared for and provided to the
Committee from the independent auditor at least annually
regarding (a) the inde; nﬁém “Auditors’ internal quality control
procedures, (b) any*matenal 1ssues raised by the most recent
internal quahty,contr?ﬁam’(zlew of the firm, or by any inquiry or
investigatio f.,:.' ,g{)yernmental or professional authorities within
the preceding ﬁve years respecting one or more independent audits
carried out by the firm and (c) any steps taken to deal with any
such 1s;ues

2.5 Rev;@'w management’s annual assessment of the effectiveness of
the Disfric‘t"s internal controls over financial reporting

2 5 1 Evaluate management’s identification of fraud risks, ensure the
P lmpiementatlon of anti-fraud measures
& /. '2.5.2 The Committee may identify a need to engage an external
Internal Auditor to address a specific area of concern.
2.5.1.1 The Committee will review and approve or modify
Management’s proposal for the scope of work and
selection of the resource.
2.5.1.2 Management is responsible for engaging the
resource to perform the scope of work and
overseeing contract deliverables.

Adopted May 6, 2020 5
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2.5.1.3 Management will have the responsibility for
implementation of identified internal control
changes or enhancements.
2.5.1.4 Management will report the findings and resolutions
to the Committee.
Q‘Q’z.

2.6 Review all major issues regarding accounting principles arid= b
financial statement presentation, including any significant ehang\es in
the District’s selection or application of accounting pnncnples .
Analyses prepared by management or the independ ient audlfbr settlng
forth significant financial reporting issues and judgmeni’é‘:fnade in
connection with the preparation of the CAFR. The eftepf of regulatory
and accounting initiatives, as well as off- balancé-s’he it structures, on
the District’s financial statements. ¢ Any sngnlflc ’t‘changes required or
taken in the audit plan as a result of an »mtem al/control deficiencies. ®
Any problems or difficulties the mdepeq%ent fauditor encountered
during its audit work, including anyﬁf‘ééirlctteﬁs on the scope of the
auditor’s activities or on access t%reqtfested information, and
management’s response. Pa N

2.7 Periodically review. tpe_Dlstrlcts Code of Conduct that promotes
honest and ethicals cenduct full, fair, accurate, timely disclosures in
periodic reports lncludmg the CAFR; and compliance with applicable
policies to ensure iteis’ adequate and up-to-date. and compliance with
appllcable pollcies to ensure it is adequate and up-to-date.

2.8 TQ_::reVIew and refine as necessary the procedures for the receipt,

reterition, and treatment of complaints received by the District, from
¢=thepublic or anonymous submissions by employees of the District,
‘. regarding accounting, internal accounting controls, auditing matters,
4 7 ‘orsuspected fraud.

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

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

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

Adopted May 6, 2020 6
114



AINCLINE

W@l VILLAGE

GENERAL IMPROVEMENT DISTRICT
ONE DISTRICT ~ ONE TEAM

Accounting, Auditing, and Financial Reporting
Audit Committee Charter
Policy 15.1.0

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

2.9  The Committee is to submit an annual report to the Board of Trustees
assessing its fulfillment of its duties and responsibilities as descrlbed
in the Charter. 4

3.0 Meetings

3.1 Meetings are to be conducted in accordance wi /ihe state s Open
Meeting Law NRS 241. The Board of Trustegs'wil be,emalled a copy
of the meeting minutes. Meeting minutes will be»p%jsted on the District
website. = \2’ e

o~ N ‘,f

3.2  The committee will hold meetings af a mipimum of once per quarter.
All members are expected to atterd o, ‘regular basis. Any member
missing three consecutive mee%ng ithout due cause (i.e., illness)
will be reviewed for contlnued%embershlp on the Commlttee by the

Chairs of the Commltteeg_ndeoard
3.3 Review correspondence to determlne if any action is to be taken. If
needed, assign.. the respon3|b|llty to investigate and resolve the
concern/questron io\ the appropriate organizational leader.
Communlcafe with.the submitter, if known, regarding their submitted
concern.
& A
3.4 Revrew all past correspondence which contains outstanding action
|tems Ensure responses and/or corrective action is taken in a timely

-~ manner

35 ‘Jhe Committee may ask members of management or others to
% Tattend meetings and provide pertinent information as necessary.

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

3.7  An annual meeting is to be held with the independent auditor, the

General Manager, the Director of Finance, legal counsel and anyone
else as desired by the Committee to review the audited annual

Adopted May 6, 2020 7

115



‘A-QINCLINE

VILLAGE

GENERAL IMPROVEMENT DISTRICT
ONE DISTRICT ~ ONE TEAM

Accounting, Auditing, and Financial Reporting
Audit Committee Charter
Policy 15.1.0

financial statements including the Comprehensive Annual Financial
Report (CAFR) and the auditor's material written communications
with the District

4 Annual Risk Assessment and Risk Management. The Committee shall
review and discuss with District management and the independent ayditor
the District’s major financial risk exposures, and the steps management.
has taken to monitor and control those exposures, including tPe‘Bi§t%ct’s
guidelines and policies with respect to risk assessment and risk

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

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

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

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

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

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

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

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

A thorough understanding and experience with Generally Accepted

Accounting Principles (GAAP), Government Accounting Standard Board

(GASB), and financial reporting for the public sector

e Experience either preparing or auditing financial statements for similar
entities

e Experience with accounting estimates and accruals

e Experience with financial internal controls

e An understanding of the function of an audit committee

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

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

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

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

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

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

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

2.0 Scope of Audit Committee’s Authority and Responsibilities

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

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

To fulfill these responsibilities, the Committee must:

2.1 Be independent, effectively communicate, and reinforce
accountability.

2.2 Manage the external independent audit procurement process.

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

2.2.2 Select the independent external auditor.

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

2.3.1 Make recommendations on the scope of work including the
identification of funds to be audited.
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2.3.2 If deemed necessary, identify and recommend additional
services to be performed.

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

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

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

2.4  Facilitate the external audit process.

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

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

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

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

2.4.5 Follow -up on any corrective action identified.

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

2.4.7 Assess the performance of the independent auditors.

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

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

2.6 Review the framework of internal controls; ensuring management

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

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

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

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

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

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

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

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

2.8.3 Publicize the means for the public and employees to submit
concerns to the Audit Committee.
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2.8.4 Review any submissions received, monitor the status of all
submissions, ensure their timely resolution, and the document
handling or disposition.

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

3.0 Meetings

3.1

3.2

3.3

3.4

3.5

3.6

3.7

Meetings are to be conducted in accordance with the state’s Open
Meeting Law NRS 241. The Board of Trustees will be emailed a copy
of the meeting minutes. Meeting minutes will be posted on the District
website.

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

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

Review all past correspondence with action outstanding. Ensure
responses and/or corrective action is taken in a timely manner.

The committee may ask members of management or others to attend
meetings and provide pertinent information as necessary.

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

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