
 

 MINUTES OF THE 
WASHOE COUNTY SCHOOL DISTRICT 

AUDIT COMMITTEE 
 

November 7, 2019 

1.  OPENING ITEMS 

1.01 CALL TO ORDER  

The meeting of the Washoe County School District Audit Committee was called to order 
by Tom Doyle, Committee Chair, at 3:31 p.m. in the Board Room of the Washoe County 
School District Administration Building, 425 E. Ninth Street, Reno, Nevada.   

1.02 ROLL CALL  

Chair Tom Doyle and committee members Jay Goldberg, Russ Ruiz, and Todd Shipley 
were present.  Committee members Terri Avansino and Ron Reigle were absent.  Kirk 
Starkey, Staff Liaison and Chief Auditor, was also present. 

1.03 PUBLIC COMMENT 

Jeff Church spoke about the need for, and importance of, a Capital Projects auditor of 
WC-1 funds.  He urged the committee to do whatever needs to be done to get a Capital 
Projects auditor that can look at whatever they feel needs to be looked at, and that is 
not directed by the Board of Trustees.   

2. DISCUSSION, PRESENTATION, AND ACTION ITEMS 

2.01 ACTION TO ADOPT THE AGENDA 

There was no discussion on the adoption of the agenda. 

On motion by Jay Goldberg, second by Todd Shipley the Audit Committee 
adopted the agenda as presented. Yea: Tom Doyle, Jay Goldberg, Russ Ruiz, and 
Todd Shipley.) Final Resolution: Motion Carries 4-0. 

2.02 APPROVAL OF THE MINUTES OF THE AUDIT COMMITTEE MEETING 
HELD AUGUST 15, 2019 

There was no discussion or proposed changes to the minutes. 

On motion by Todd Shipley, second by Russ Ruiz the Audit Committee 
approved the minutes of the Audit Committee meeting held August 15, 2019.  
(Yea: Tom Doyle, Jay Goldberg, Russ Ruiz, and Todd Shipley.) Final Resolution: Motion 
Carries 4-0. 
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2.03 DISCUSSION AND POSSIBLE ACTION TO ACCEPT THE WASHOE 
COUNTY SCHOOL DISTRICT COMPREHENSIVE ANNUAL FINANCIAL 
REPORT FOR THE FISCAL YEAR ENDED JUNE 30, 2019, AND 
RECOMMEND THE REPORT BE SUBMITTED TO THE BOARD OF 
TRUSTEES FOR APPROVAL  

Mark Mathers, WCSD Chief Financial Officer, Rob Luna, WCSD Controller, Robbie 
Carson, WCSD Accounting Manager, Michael Arciniega, Eide Bailly LLP, and Paul Skeen, 
Eide Bailly LLP, who was present remotely via phone, presented a summary of the 
District’s Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 
30, 2019. Mr. Arciniega told the committee that the District was issued an unqualified 
opinion, the highest level of assurance they can give.  

The committee was directed to page 4 of the CAFR, Management’s Discussion and 
Analysis, for a summary of the report.  Mr. Arciniega spoke about the statement of net 
position for the government-wide statements. Positive net position was reported in two 
of three categories: net investment in capital assets ($260M), and unrestricted funds 
($146M).  Restricted funds had a negative net position of -$773M, an improvement over 
last year when it was -$809M. The negative net position in the unrestricted funds is due 
primarily to the pension (PERS) and other post-employment benefits (OPEB) liabilities, 
both of which have come on in the last few years due to Governmental Accounting 
Standards Board (GASB) updates. 

Mr. Arciniega directed the committee to the fund financial statements comparing the 
General Fund to the individual Capital Project funds and all the other governmental 
funds.  There was a negative net change in the total governmental funds from last year 
(-$95M), but this was due to spending out of the Capital Projects funds for buying land, 
building new schools, etc. Another of the fund financial statements shows the Nutrition 
Services fund and the Internal Service funds (Health Insurance, Worker’s 
Compensation, and Property and Casualty Insurance funds). Mr. Arciniega explained 
some of the Notes to Financial Statements beginning on page 39 of the report.  Note 2 
refers to compliance with Nevada Revised Statutes (NRS) and the Nevada 
Administrative Code (NAC).   

There was one issue noted in this area that was a budget violation in the General Fund 
in the amount of $698,688 related to salaries moving into the General Fund from the 
WC-1 bond funds. Mr. Mathers explained that there are staff who work on capital 
projects such as project managers for school construction.  They are part of the project 
cost and they are charged to the appropriate bond fund. The issue in question in Note 2 
had to do with principals hired before new schools were built who met with building 
contractors to go over details of construction. Initially, each of these principals had time 
charged to Capital Projects prior to the start of construction. Upon further examination, 
it was determined that not all of their time was eligible to be expensed against the tax-
exempt bond proceeds. As a result, the time spent on operational tasks was moved to 
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the General Fund and off the books of the Capital Funds. This caused the compliance 
issue.  

There was discussion related to steps taken to prevent this error going forward.  Mr. 
Mathers told the committee that staff has gone through extensive bond and tax counsel 
training so they are very clear on the rules of capital versus operating expenses. 

There was discussion related to Note 8 regarding the $727M Public Employees 
Retirement System (PERS) liability based on a 7.50% current discount rate.  The 
committee inquired if it was a cause for concern that the PERS liability would increase 
to $1.1B if that rate dropped to 6.5%. Mr. Arciniega replied that the PERS liability is 
something that will get paid out over decades as people retire with new people 
constantly coming into the plan and they determined that the rates reported are 
reasonable. Another committee member asked if it was known what percentage of 
WCSD employees are in the 55-65-year age range and retiring in the near future. Mr. 
Mathers replied that he could get that information for the committee. 

Mr. Arciniega reviewed the individual fund statements making up the bulk of the CAFR.  
This looks at budget-to-actuals for each individual fund.  He noted that, for the General 
Fund, the fund balance at the end of the year increased by $800K, compared to a 
decrease of $2M last year.  There were no findings related to the financial audit this 
year. There was one financial finding in the prior year related to the recording of 
interest expense. Upon follow-up, it was found to have been corrected. There were no 
findings noted on the internal control over financial reporting and compliance portion of 
the audit. He directed the committee to page 225 of the CAFR, the opinion related to 
the single audit on compliance for each major federal program and internal controls 
over compliance.  For the single audit this year, three programs for federal awards 
(grants) were tested: Title I, Career and Technical Education, and Special Education.  
Because of the financial finding in last year’s audit, the district was not considered a low 
risk auditee, requiring 40% of federal awards be tested.  Next year the district will likely 
be considered a low-risk auditee and only 20% of federal awards will need to be tested.  
There were no financial statement findings related to the single audit.   

The Committee was directed to page 234 of the CAFR detailing a finding in the Career 
and Technical Education program.  This finding is classified as a significant deficiency in 
internal control stemming from the allowable costs and cost principles requirement.  
During testing of payroll transactions and non-payroll expenditures, it was noted that 
there were $5,752.50 in costs that were unallowable or unsupported based on the 
requirements for the program. The auditors recommended that there be continued 
training for grant staff in the area of allowable expenses and support needed to 
accompany expenditures.   

Mr. Skeen noted that this finding is related to a known instance that management was 
aware of and more investigation has gone into this area above and beyond the testing 
by the outside auditor.  A committee member asked if they looked at internal controls in 
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the area of Capital Projects.  Mr. Arciniega said that they look at it, but not to the depth 
that a construction auditor would. However, based on the testing they did; they do not 
have any concerns about internal controls. Mr. Skeen added that they go through a risk 
assessment in planning the audit, and Capital Projects was deemed a high-risk area. 
They take larger samples and spend more time on the controls for higher risk areas 
with the intent being that they can audit to a point where they can say the amounts 
presented for assets and expenditures are materially correct in relation to the financial 
statement.   

Mr. Starkey asked if there are any proposed new GASB standards that will affect the 
District.  Mr. Arciniega replied that there is one standard coming out that will influence 
Student Activity Funds changing how they are accounted for and where they land in the 
CAFR. Another new standard will have to do with leases.  Mr. Skeen added that neither 
of these two standards will have near the impact that the changes to the PERS and 
OPEB standards had.  

On motion by Todd Shipley, second by Russ Ruiz, the Audit Committee 
accepted the Washoe County School District Comprehensive Annual Financial 
Report for the fiscal year ended June 30, 2019, and recommended the report 
be submitted to the Board of Trustees for approval.  (Yea: Tom Doyle, Jay 
Goldberg, Russ Ruiz, and Todd Shipley.) Final Resolution: Motion Carries 4-0. 

 

2.04 DISCUSSION AND POSSIBLE ACTION TO FORWARD TO THE BOARD OF 
TRUSTEES FOR THEIR CONSIDERATION AND ACCEPTANCE THE 
ANNUAL FOLLOW-UP OF THE ATHLETIC GATES AUDIT  

Paul Casey, Internal Auditor, presented the Annual Follow-up of the Athletic Gates 
Audit. The audit was originally presented in March 2017 and had three objectives: 1. 
Can security risks be reduced? 2. Can discrepancies be reduced? 3. Have internal 
controls been established and documented to protect athletic gatekeepers and 
proceeds?   

Seven recommendations were issued and at the time of the follow-up, six were fully 
implemented and removed from the report. The remaining open recommendation was 
to document athletic gate processes in one comprehensive manual in coordination with 
the Office of Business and Financial Services.  

The Student Activity Funds Procedures Manual (SAFPM) was updated on July 5, 2018 to 
include a “Gatekeeper Quick Reference Guide” outlining roles and responsibilities, safety 
and security, and cash/ticket procedures for gatekeepers.  The update to the SAFPM 
was completed prior to last year’s follow-up report but due to a miscommunication on 
the status at that time, the recommendation remained open. There is also a regulation 
currently in-progress that will reference such things as game management, gates, 
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sidelines, etc.  The regulation will refer the reader to the SAFPM for detailed 
procedures.  Because of this, the remaining open recommendation is considered fully 
implemented and the audit does not require any further follow-up.   

On motion by Russ Ruiz, second by Todd Shipley, the Audit Committee 
forwarded to the Board of Trustees for their consideration and acceptance 
the Annual Follow-up of the Athletic Gates Audit.  (Yea: Tom Doyle, Jay 
Goldberg, Russ Ruiz, and Todd Shipley.) Final Resolution: Motion Carries 4-0. 

 

2.05 DISCUSSION AND POSSIBLE ACTION TO FORWARD TO THE BOARD OF 
TRUSTEES FOR THEIR CONSIDERATION AND ACCEPTANCE THE 
ANNUAL FOLLOW-UP OF THE EMPLOYEE OVERPAYMENTS AND 
COLLECTIONS PROCESS AUDIT  

Matt McMahon, Internal Auditor, presented the Annual Follow-up of the Employee 
Overpayments and Collections Process Audit.  Lisa Mae Woods, Payroll Manager, Rob 
Luna, Controller, and Mark Mathers, Chief Financial Officer, were available for comment 
and questions.   

The original report, from November 2013, evaluated whether the district could reduce 
and recover employee overpayments.  Three recommendations were issued, and at the 
time of this follow-up there was one remaining open recommendation.  The open 
recommendation pertained to referring employee overpayments to collections once the 
district had made reasonable collection efforts. At the time of the previous follow-up in 
November 2018, Payroll had referred the first overpayment account to the State.  After 
further determination, the State Controller’s Office is unable to process WCSD account 
referrals.  However, they agreed to allow the district to join in on one of their 
contracted collections services, and the proper internal purchasing and contract 
approvals have been secured.   

Account referrals are scheduled to begin by the end of 2019. As such, this 
recommendation is considered fully implemented and the audit requires no further 
follow-up.  Mr. McMahon summarized that the total balance of employee overpayments 
as of September 30, 2019 was approximately $170K, and that from June 2018 to 
September 2019 the total number of employee accounts had been reduced by nearly 
half and the number of active employee accounts had been reduced by over two-thirds.  
In addition, the number of repayment plans established increased by 100%.   

A committee member asked if they knew what percentage rate that the collection 
agency would charge. Mr. Luna replied that it is approximately 18%. 

On motion by Jay Goldberg, second by Russ Ruiz, the Audit Committee 
Forwarded to the Board of Trustees for their consideration and acceptance 
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the Annual Follow-up of the Employee Overpayments and Collections Process 
Audit.  (Yea: Tom Doyle, Jay Goldberg, Russ Ruiz, and Todd Shipley.) Final Resolution: 
Motion Carries 4-0. 

 

2.06 PRESENTATION OF “REPORT FRAUD, WASTE, AND ABUSE” HOTLINE 
CONCERNS AND OUTCOMES SINCE THE AUGUST 15, 2019 MEETING OF 
THE AUDIT COMMITTEE  

Kirk Starkey, Chief Auditor, presented a summary of the status of cases reported to the 
“Report Fraud, Waste, and Abuse” hotline since the last Audit Committee meeting on 
August 15, 2019.   

One of the three cases mentioned at the last Audit Committee meeting was found to 
have merit and has since been closed.  The other two cases are still in process. Since 
the August 2019 Audit Committee meeting there have been seven new cases reported 
to the Hotline.  Of those seven cases, four have been closed and were considered to 
have merit.  The other three cases remain open.   

The Committee will be updated on the status of the five remaining open cases at the 
next meeting.   

 

2.07 STATUS UPDATE ON THE ACTIVITIES OF THE INTERNAL AUDIT 
DEPARTMENT TO INCLUDE CURRENT PROJECTS ON THE INTERNAL 
AUDIT DEPARTMENT ANNUAL AUDIT PLAN FOR FISCAL YEAR 2020 
THAT WAS PRESENTED TO AND APPROVED BY THE AUDIT COMMITTEE 
AT THE MAY 30, 2019 AUDIT COMMITTEE MEETING, THE SEARCH FOR 
CONSTRUCTION AUDITING SERVICES, THE HIRING OF AN INTERNAL 
AUDITOR, AND THE STATUS OF THE VACANT AUDIT COMMITTEE 
POSITION 

Kirk Starkey, Chief Auditor, addressed the committee regarding the statuses of current 
Internal Audit Department projects. The first topic was the status of the current Audit 
Plan.  Mr. Starkey referred to the spreadsheet included in the meeting packet that 
tracks current internal audit projects, showing projects that have been completed, are 
in progress, and have yet to be started, as well as a planned date of completion.  The 
charter school monitoring and work on four charter school renewals, as required by 
NRS, will begin in January 2020 and be completed by April 2020.  School Board policy 
also requires that Internal Audit do periodic audits of the Student Activity Funds (SAF) 
of the schools.  Three high school audits and one elementary school audit have been 
completed.  There are two high school SAF audits in progress that will be completed 
this fiscal year. The department is on course to complete all the scheduled follow-ups 
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for this fiscal year. There are three performance audits from the prior year audit plan in 
progress. 

There was discussion about how in depth and how much time the charter school audits 
take.  Mr. Starkey estimated that the monitoring requires 40-50 hours per school taking 
approximately 2.5 months to complete.  The charter school renewals, of which there 
are four this year, take more time.  The committee asked if the state reimburses the 
district for the time spent on charter school monitoring since it is state mandated.  Mr. 
Starkey replied no, because they are district sponsored charter schools. A committee 
member asked if the charter school monitoring process could be automated in any way.  
Mr. Starkey answered that the review in the financial area of the charter schools 
involves a lot of question asking regarding compliance items. The schools are all a little 
different in regard to their record keeping, etc., and so the process does not really lend 
itself to being automated.  The committee asked what the legal obligation is regarding 
looking at the charter schools. Mr. Starkey replied that the charter school renewal 
process is staggered and depends of how their review process has gone in the past.  
This year there happened to be four of the seven charter schools up for renewal, but it 
varies from year to year.  The committee asked how the hiring of a new Internal 
Auditor will affect the Audit plan and Mr. Starkey replied that it will help to have another 
auditor and he anticipates a new auditor would begin with one of the SAF audits, 
assisting current staff and working on the charter schools.  A committee member asked 
if it would be possible to hire a part-time employee or UNR student to assist with some 
of the tasks on the Audit Plan.  Mr. Starkey explained that in the past the department 
has had interns and they plan to continue using interns once they have a new full-time 
Internal Auditor and get them up to speed. 

The next topic Mr. Starkey addressed was a status update of the construction auditing 
services to audit the district’s Capital Improvement program. A solicitation of services 
was sent out to several Nevada CPA firms, as well as one out-of-state firm.  Two 
proposals were received and are in the process of being reviewed by Mr. Starkey, a 
member of the Audit Committee, and a member of the Capital Funding Protection 
Committee.  They will arrive at a decision later this month and then work with the Legal 
Department to get a contract in place.  The goal is to have the contractor in place and 
begin auditing before the end of the calendar year.  Internal Audit will be involved with 
general status meetings, updates, and monitoring any issues that arise, rather than 
working side-by-side with the construction auditor.  When the contractor is done with 
the work, they will present a report to the Audit Committee, the Capital Funding 
Protection Committee, and the Board of Trustees.  The Internal Audit Department will 
then follow-up with any issues and continue monitoring construction activities and 
expenses.  The committee urged Mr. Starkey to make it a condition that WCSD internal 
auditors be allowed to work side-by-side with the contracted construction auditors so 
that Internal Audit gains knowledge in this area and is able to follow-up and continue 
monitoring once the audit engagement is completed.  The committee commented that 
some member or members of the Internal Audit Department need to be working side-
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by-side with the construction auditor so that they can gain the knowledge to 
successfully follow-up with the audit.  There was further comment by the committee 
that assuming they find value in the construction audit, they need to go back to the 
Board and make the case again for hiring an ongoing construction auditor within 
Internal Audit. 

The next topic addressed was the open Internal Auditor position.  The position was 
opened to internal candidates first and subsequently to external candidates.  Applicants 
are expected to be interviewed in the next few weeks, and a new auditor in place 
before the next Audit Committee meeting. 

The final topic Mr. Starkey spoke about was the status of the vacant position on the 
Audit Committee.  They have two qualified applicants and they will follow revised Board 
Policy 9100 to select the committee member from the applicants.  The revised policy 
requires that Mr. Starkey, in conjunction with HR, interview the applicants and send the 
name of the proposed new member to the Board for their approval.  Mr. Starkey told 
the committee he anticipates this process will be completed in the next several weeks 
before the next meeting.  There were no further questions.  Jeff Church gave public 
comment.  Mr. Church referred to two principals being paid out of WC-1 monies that 
was deemed improper, and a contracted auditor for Capital Projects that will look only 
at one specific area.  He strongly urged that the message of the need for a Capital 
Projects auditor be delivered to the Board of Trustees again.  The Chairman replied to 
Mr. Church explaining that there is a committee that will help steer the activity of the 
outside construction auditor and what areas they look at.  Another committee member 
clarified that it will be a risk-based audit and the firm that is hired will come in and 
determine where the higher risk areas are and look at those areas.  He further clarified 
that there were a couple principals who had all their time paid out of WC-1 Funds when 
only a portion of their time should have been. This has been corrected and the policy 
fixed, so this should not be an issue going forward.   

2.08 PRESENTATION OF THE AUDIT COMMITTEE ANNUAL CALENDAR 

The committee was presented a calendar of proposed topics for the next four Audit 
Committee meetings. Mr. Doyle told the committee if they see a problem with dates 
they can’t attend or there is something they would like added to the agenda to let Mr. 
Starkey know. 

3. CLOSING ITEMS 

3.01 ANNOUNCEMENT OF NEXT MEETINGS 

The next meetings of the Audit Committee will be Thursday, February 13, 2020 at 3:30 
p.m.; Thursday, June 11, 2020 at 3:30 p.m.; – WSCD Board Room. 
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3.02 PUBLIC COMMENT  

Lori Doyle commented on the Audit Plan and expressed her opinion that there is a lot of 
emphasis on the student activity fund audits and charter schools, and little time 
devoted to the items that might really impact the school district.  She urged Internal 
Audit to look at more impactful audits.  She also commented on the need for a 
construction auditor position, as construction audits generally produce substantial 
results and savings.  Lastly, Ms. Doyle asked if a portion of the Purchasing Director’s 
salary is allocated to construction funds and how this affects the General Fund. 

3.03 ADJOURN MEETING 

There being no further business, Chair Doyle adjourned the meeting at 5:05 p.m.  


	There being no further business, Chair Doyle adjourned the meeting at 5:05 p.m.

