AUDIT COMMITTEE CHARTER

Purpose

The primary function of the Audit Committee is to assist the Board of County Commissioners in
fulfilling its policy requirements in accordance with Washoe County Code by providing oversight
over the County’s financial statements, the systems of internal controls, the internal audit plans
and reports, and the independent external auditor's assessment of financial statements. The
Audit Committee is also to provide open communications between the Board of County
Commissioners, the County Manager, Internal Audit, and the independent external auditors.

Scope

The Audit Committee shall provide oversight over the financial reporting process by being
informed of all significant financial reporting matters, by reviewing the annual financial statement
and disclosures with management and the independent external auditors on a timely basis, by
reviewing the management report of findings and recommendations with management and the
auditors, and by reviewing the performance of the independent external auditor on an annual
basis.

The Audit Committee shall provide oversight over internal controls by assuring that systems of
internal controls are being established by management and these systems are being reviewed
on a regular and systematic basis for functionality and effectiveness by the Internal Auditor and
by independent external auditors.

The Audit Committee shall specify the purpose, authority, and responsibility of the Internal
Auditor in accordance with Washoe County Code. The Internal Auditor shall maintain
independence, objectivity, professional proficiency, integrity, due professional care, and
diligence in the performance of these responsibilities.

The Audit Committee shall review the work of the Internal Auditor by understanding how internal
audits are conducted; by reviewing and approving the risk assessment and annual work plan of
the Internal Auditor; by reviewing all audit reports; and by reviewing the annual report of audits
completed, significant findings, and status of corrective actions.

Organization
Members of the Audit Committee shall be appointed by the Board of County Commissioners.
Audit Committee members shall be independent. They shall not accept any consulting,
advisory, or other compensatory fee from the County, and shall not be an affiliated person with

the County or any subsidiary thereof (applicable to at-large members only).

The Audit Committee shall consist of an odd number of voting members with at least three (3)
voting members and one advisory member (non-voting).

» Voting Member One: shall be appointed from the Board of County Commissioners with-a
oene-yearterm.
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o An alternate member from the Board may also be appointed. The alternate
member may participate in committee discussions, but may not vote or
make motions when the primary Board member is present.

» All Other Voting Members: shall be appointed from the at-large with appropriate
expertise with staggering two-year terms, which expire on June 30" of their
respective terms.

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

o Each subsequent appointment will serve two-year terms.

» Non-Voting Member: shall be the County Manager, or designee, to provide advice as
needed.

» The Internal Auditor will provide staff assistance to the Audit Committee.

Atdeast-one-member—of Tthe public members of the Audit Committee should be a financial
expert with at least a bachelor’s degree from an accredited college or university in
accounting, finance or closely related field AND at least four years of accounting/audit
experience, OR an equivalent combination of training and experience, an understanding
and experience in generally accepted accounting principles, financial statements, internal
accounting controls, auditing of financial statements, and audit committee functions. Current
Washoe County employees may not be on the Audit Committee as a public member.

One member of the Audit Committee shall be appointed by the Committee to be the Chair, and
one member, who shall act as presiding officer at meetings in absence of the chair. With
the inclusion of the Chair, it will be the responsibility of the Internal Auditor to schedule all
meetings of the Committee and to provide the Committee members with a written agenda for
each meeting.

The Internal Auditor will be responsible for ensuring the Audit Committee members receive
appropriate and necessary briefings and training relative to internal controls, preparation of
financial reports, internal audit processes, governmental regulations, and other pertinent
information relative to this appointment.

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

The voting committee members are limited to two terms with the possibility of extending in the
event there are no interested and qualified applicants.

Responsibility
The members of the Audit Committee shall be responsible for the following:
1. Meet at least four times a year or more frequently as circumstances require.
2. Periodically-Biannually review the County’s code of conduct that promotes honest and
ethical conduct; full, fair, accurate, timely, and understandable disclosure in periodic
reports; and compliance with applicable governmental rules and regulations to ensure it

is adequate and up-to-date.

3. Evaluate managements’ identification of fraud risks, implementation of anti-fraud
measures and provide the tone at the top that fraud will not be accepted in any form.
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4. Review procedures for the receipt, retention, and treatment of complaints received by
the County regarding accounting, internal accounting controls, or auditing matters and
any confidential, anonymous submissions by employees of the County regarding fraud
and/or questionable accounting or auditing practices.

» Review any complaints that might have been received, their current status, and
resolution, if one has been reached.
» Ensure proper steps to investigate and resolve complaints are timely.

5. Conduct an annual meeting with the independent auditors, the County Manager, the
Internal Auditor, the Chief Financial Officer, Comptroller, general counsel and anyone
else as desired by the Committee.

» Inquire about significant risks or exposures facing the County. Assess the steps

management has taken or proposes to take to minimize such risk to the company

and periodically review compliance with such steps.

Inquire about critical estimates of revenues and expenditures.

Inquire about off-balance sheet transactions, if any.

Review the policies and procedures with respect to executive expense and travel

accounts with management. Consider the review of these areas by the Internal

Auditor or the independent auditors.

» Review with management and general counsel any legal and regulatory matters
that may have a material impact on the financial statements and related company
compliance policies in the opinion of management.

Y V V

6. Participate in the selection, engagement, and dismissal of independent external auditors
or auditing firms doing work for the County.

» Ascertain that the Request for Proposal for the independent audit firm retained by
the County for the annual financial audit is no less than every five fiscal years
with those directly supervising audit staff rotating at least every two years and
audit partners rotating at least every five years.

» Consider, with management, the rationale for employing audit firms other than
the principal independent auditors.

7. Review the audited annual financial statements including the Comprehensive Annual
Financial Report with the County Manager, Chief Financial Officer, Comptroller, and
the independent external auditor.

» Review the Management Letter of findings and recommendations and any
schedule of unadjusted differences provided by the independent external
auditors relative to the annual audit of the County’s financial statements with the
County Manager and the independent external auditors.

» Review the independent auditors’ judgments about the quality, not just the
acceptability, of the company’s accounting principles as applied in its financial
reporting.

» Any significant changes required in the independent auditor’s audit plan.

» Any serious difficulties or disputes with management encountered during the
audit.
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» Review all matters required to be discussed by Statement on Auditing Standards
(SAS) No. 61, Communication with Audit Committees) related to the conduct of
the audit.

» Review the adequacy of the County’s internal controls including computerized
information system controls and security

» Review with management and the independent auditor, the effect of any
regulatory and accounting initiatives. Also review all critical accounting policies
and practices used by the County.

» Review all alternative treatments of financial information within generally
accepted accounting principles that have been discussed with management of
the County, the ramifications of each alternative, and the treatment preferred by
the County.

» Ensure that the County Manager and the County Comptroller certify that financial
reports are accurate and not misleading; and internal controls are sufficient and
effective.

» Review interim financial reports with the County Manager and the financial staff
to assure fair and accurate reporting.

8. Review the risk analysis and work plans of the Internal Auditor including the three-year
schedule of audits to be submitted to the Board of County Commissioners.

» Review with the Internal Auditor the audit scope and plan of the Internal Auditor.
» Address the coordination of audit efforts to assure the completeness of coverage,
reduction of redundant efforts, and the effective use of audit resources.

9. Evaluate the internal audit program and independent external audit program annually
based on the annual report of audits performed, significant findings, recommendations,
and implementation of corrective actions prior to submission of the annual report to the
Board of County Commissioners and on any other observations and reports regarding
the conduct of audits of County functions.

» Review all reports of audits, including responses by management (including
implementation plans and timetable to correct weaknesses) prior to submission
to the Board of County Commissioners.

» Any difficulties the audit teams encountered in the course of their audits including
any restrictions on the scope of their work or access to required information.

» Any changes required in the scope of their audits.

» Internal Audit's compliance with the Generally Accepted Government Auditing
Standards (GAGAS), Institute of Internal Auditors’ (lIA) Standards for the
Professional Practice of Internal Auditing, Code of Ethics, and other applicable
professional standards.

10. Report Committee actions to the Board of County Commissioners with
recommendations as deemed appropriate.

11. Hire outside consultants as necessary upon the request of the Internal Auditor and
subsequent approval of the Board of County Commissioners.

12. Review the Audit Committee Charter periodically biennially and submit
changes recommended by the County Manager to the Board of County
Commissioners for approval.
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