
MEMORANDUM 

TO: Audit Committee 

THROUGH: Matthew Dent 
Audit Committee Chairman 

FROM: Paul Navazio 
Director of Finance 

SUBJECT: Review and discuss the Engagement Letter with Davis Farr, LLP, to be 
signed by Audit Committee Chairman Matthew Dent, for the Independent 
Audit of the District's FY2020/21 Financial Statements 

STRATEGIC 
PLAN REFERENCE(S): Long Range Principles #2 

DATE: April 29, 2021 

I. RECOMMENDATION 

Review and discuss the Engagement Letter with Davis Farr, LLP, to be signed by Audit 
Committee Chairman Matthew Dent, for the Independent Audit of the District's 
FY2020/21 Financial Statements 

II. BACKGROUND 

At their meeting of March 24, 2021, the Board of Trustees authorized executing a multi
year contract with Davis Farr, LLP to serve as the District's Independent Auditor, 
succeeding Eide Bailly, LLP who had served as the District's Independent Auditor for a 
period of five years, ending with the audit of the District's FY2019/20 financial statements. 

The selection by the Board of Trustees of Davis Farr, LLP, followed a procurement 
process outlined in Board Policy 15.1.0 whereby the Audit Committee developed a 
Request for Proposal for Independent Audit Services and, based on a review of 
proposals submitted by qualified firms, the Committee recommended to the Board of 
Trustees that Davis Farr, LLP be designated as the District's new audit firm. Pursuant to 
requirements of NRS 354.624(3), formal notice was provided to the State Department of 
Taxation of the District's designation of Davis Farr, LLP to serve as Independent Auditor 
for the audit of the FY2020/21 financial statements. 

As noted in March 24th Board memorandum recommending the contract award to Davis 
Farr, LLP, the approved multi-year contract outlines the general scope of services, as 
represented in the District's Request for Proposal as well as the fee structure provided 
by Davis Farr, LLP in their response to the RFP. It was also noted that the specific scope, 
roles, responsibilities and deliverables for each annual independent financial audit would 
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Review, discuss and possibly approve the 
Engagement Letter with Davis Farr, LLP for 
Independent Audit of the District's FY2020-21 
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-2- April 29,2021 

be outlined in the annual Engagement Letter to be provided by Davis Farr, LLP and 
executed by the Chair of the Audit Committee. 

This agenda item presents for Audit Committee review and discussion the annual 
Engagement Letter provided by Davis Farr, LLP related to the upcoming audit of the 
District's financial statements for the fiscal year ending June 30, 2021. The annual 
Engagement Letter is historically signed by the Chair of the Audit Committee, and should 
be signed no later than June 1, 2020 in order for the audit to commence on schedule. 

It should be noted that, consistent with Board Policy 15.1.0, the Independent Auditor is 
generally available serve as a resource to the Audit Committee, and is prepared to 
provide background and training to Committee members as well as support the 
Committee in fulfilling its oversight role related to finance, accounting, financial reporting 
and internal controls. 

Ill. ALTERNATIVES 

In reviewing the draft Engagement Letter, the Audit Committee may choose to discuss 
any additional tasks that it wishes to be undertaken by Davis Farr, LLP as either a 
component of the financial statement audit or potentially, as an adjunct engagement. 

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. 
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April 29, 2021 

Incline Village Gene ral Improvement District 
Attn : Paul Navaz io, Director of Finance 
893 Southwood Bouleva rd 
Incline Village, NV 89451 

Dear Ms. Navazio: 

Davis Farr LLP 
18201 \·on Kcri-111011 A,cnul:' ! Suit,~ 1100 I ti-vin<?. CA 92Gi2 

:\lain: 9'19.4-..i.JOlO ! Fax: 94-9.26~5~20 

We are pleased to confirm the arrangements of our engagement and the nature of the services 
we will provide The Incline Village General Improvement District (the "Entity") . 

ENGAGEMENT OBJECTIVES 
We will aud it the financial statements of the governmental activities, each major fund, and 
the aggregate remaining fund information, which collectively comprise the Entity's basic 
financial statements, as of June 30, 2021 and for the year then ended, and the related notes 
to the financia l statements. 

Accounting Standards generally accepted in the United States of America ("US GAAP") provide 
for certain required supplementary information ("RSI"), such as management's d iscussion 
and analysis ("MD&A"), to supplement the Entity's basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the 
Government Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, 
or historical context. As part of our engagement, we wil l apply certain limited procedures to 
the Entity's RSI in accordance with auditing standards generally accepted in the United States 
of America ("US GAAS"). These limited procedures will consist of inquiries of management 
regard ing the methods of preparing the information and comparing the information for 
consistency with management's responses to our inquiries, the basic financial statements, 
and other knowledge we obtained during our audit of the basic financial statements. We will 
not express an opinion or provide any assurance on t he information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. The following RSI is required by US GAAP and will be subj ected to certa in limited 
procedures but will not be audited . 

1. Management's Discussion and Analysis 
2. Schedule of Em ployer Required Contributions to Defined Contribut ion Multi-Employer 

Plans 
3. Budgetary Comparison Schedules 

We have also been engaged to report on supplementary information other than RSI that 
accompanies the Entity's financial statements. We wi ll subject the fol lowing supplementary 
information to the aud iting procedures applied in our audit of the financial statements and 
certa in additiona l procedures, including comparing and reconciling such information directly 
to the underlying accounting and other records used to prepare the financial statements or to 
the financial statements themselves, and ot her additional procedures in accordance with 
auditing standards generally accepted in the United States of America, and we will provide an 
opinion in relation to the financial statements as a whole. 

1. Budgetary Comparison Schedules 
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The following other information accompanying the financial statements will not be subjected 
to the auditing procedures applied in our audit of the financial statements, and for which we 
will not provide an opinion on or any assurance. 

1. Introductory Information 
2. Statistical Information 

OUR RESPONSIBILITIES 
The objective of our audit is the expression of an opinion as to whether the financial 
statements are fairly presented, in all material respects, in conformity with US GAAP and to 
report on the fairness of the additional information referred to above when considered in 
relation to the financial statements taken as a whole. 

We will also provide a report, which does not include an opinion on, Internal controls related 
to the financial statements and compliance with the provisions of laws, regulations, contracts, 
and grant agreements, noncompliance which could have a material effect on the financial 
statements as required by Government Auditing Standards. The report on internal control 
and compliance will each include a paragraph that states the report is solely to describe the 
scope and testing of internal control over financial reporting and compliance, and the results 
of that testing and not to provide an opinion on the effectiveness of internal control over 
financial reporting or on compliance and the results of that testing and not to provide an 
opinion on the effectiveness of internal control over financial reporting or on compliance and 
that the report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering internal control over financial reporting and compliance and 
that the report is not suitable for any other purpose. 

Audit 
Our audit will be conducted in accordance with US GAAS, the standards for financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United 
States. Our audit will include tests of the accounting records and other procedures we consider 
necessary to enable us to express such an opinion and render the required reports. We cannot 
provide assurance that an unmodified opinion will be expressed. Circumstances may arise in 
which it is necessary for us to modify our opinion or add an emphasis-of-matter or other
matter paragraph. If, for any reason, we are unable to complete the audit, or are unable to 
form or have not formed an opinion, we may decline to express an opinion or withdraw from 
this engagement. 

Our procedures will include tests of documentary evidence supporting the transactions 
recorded in the accounts (e.g., tests of the physical existence of inventories, direct 
confirmation of certain assets and liabilities by correspondence with selected customers, 
creditors, and financial institutions, etc.). We may also request written representations from 
the Entity's attorneys as part of the engagement, and they may bill the Entity for responding 
to this inquiry. 

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures 
in the financial statements; therefore, our audit will involve judgment about the number of 
transactions to be examined and the areas to be tested. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements. We will plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement, whether from 
errors, fraudulent financial reporting, misappropriation of assets, or violations of laws or 
governmental regulations that are attributable to the Entity or to acts by management or 
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employees acting on behalf of the Entity. 

Because of the inherent limitations of an audit, combined with the inherent limitations of 
internal controls, and because we will not perform a detailed examination of all transactions, 
there is a risk that material misstatements may exist and not be detected by us, even though 
the audit is properly planned and performed in accordance with US GAAS. In addition, an 
audit is not designed to detect immaterial misstatements or violations of laws or governmental 
regulations that do not have a direct and material effect on the financial statements. We will 
inform the appropriate level of management and those charged with governance of any 
material errors, fraudulent financial reporting, or misappropriation of assets that comes to 
our attention. We will also inform the appropriate level of management and those charged 
with governance of any violations of laws or governmental regulations that come to our 
attention, unless clearly inconsequential, and any material abuse that comes to our attention. 
Our responsibility, as auditors, is limited to the period covered by our audit and does not 
extend to any later periods for which we are not engaged as auditors. 

Internal Control 
Our audit will include obtaining an understanding of the government and its environment, 
including internal control, sufficient to assess the risks of material misstatement of the 
financial statements and to design the nature, timing, and extent of further audit procedures. 
Tests of controls may be performed to test the effectiveness of certain controls that we 
consider relevant to preventing and detecting errors and fraud that are material to the 
financial statements and to preventing and detecting misstatements resulting from illegal acts 
and other noncompliance matters that have a direct and material effect on the financial 
statements. Our tests, if performed, will be less in scope than would be necessary to render 
an opinion on internal control and, accordingly, no opinion will be expressed in our report on 
internal control issued pursuant to Government Auditing Standards. 

An audit is not designed to provide assurance on internal control or to identify significant 
deficiencies or material weaknesses. Accordingly, we will express no such opinion. However, 
during the audit, we will communicate to management and those charged with governance 
internal control related matters that are required to be communicated under AICPA 
professional standards and Government Auditing Standards. 

Compliance 
As part of obtaining reasonable assurance about whether the financial statements are free of 
material misstatement, we will perform tests of the Entity's compliance with the provisions of 
applicable laws, regulations, contracts, agreements, and grants. However, the objective of 
our audit will not be to provide an opinion on overall compliance and we will not express such 
an opinion in our report on compliance issued pursuant to Government Auditing Standards. 

The services described above do not relieve management or those charged with governance 
of their responsibilities. 

THOSE CHARGED WITH GOVERNANCE 
The preparation and presentation of the financial statements of the Entity are the 
responsibility of management with oversight from those charged with governance. Those 
charged with governance are also responsible for overseeing the strategic direction of the 
Entity and any obligations related to its accountability, resolving disagreements between 
management and us regarding financial reporting, appointing us to perform the services 
described above, and informing us about all known or suspected fraud involving the Entity. 
In turn, we will provide those charged with governance with any communications required by 
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the professional standards described above. 

MANAGEMENT'S RESPONSIBILITIES 
Management is responsible for all management decisions and performing all management 
functions, and for designating an individual, preferably from senior management, with 
suitable skill, knowledge, or experience to oversee these services, any bookkeeping services, 
tax services, or other services we provide. Management is responsible for evaluating the 
adequacy and results of the services performed and accepting responsibility for them. 

Management is responsible for making all financial records and related information available 
to us and for the accuracy and completeness of that information. Management is also 
responsible for providing us with (a) access to all information they are aware of that is relevant 
to the preparation and fair presentation of the financial statements, (b) additional information 
that we may request for the purpose of this engagement, and (c) unrestricted access to 
persons within the Entity from whom we determine it necessary to obtain information. 

Management is responsible for establishing and maintaining internal controls, including 
monitoring ongoing activities, for the selection and application of accounting principles, for 
the safeguarding of assets, and for the preparation and fair presentation of the financial 
statements in conformity with US GAAP even though we may assist management with their 
preparation. Accordingly, management may be required to acknowledge in the written 
representation letter our assistance with preparation of the financial statements and that 
management has reviewed and approved the financial statements and related notes prior to 
their issuance and has accepted responsibility for them. 

Management is responsible for adjusting the financial statements to correct material 
misstatements and for confirming to us in the management representation letter that the 
effects of any uncorrected misstatements aggregated by us during the current engagement 
and pertaining to the latest period presented are immaterial, both individually and in the 
aggregate, to the financial statements taken as a whole. 

Management is responsible for the design and implementation of programs and controls to 
prevent and detect fraud, and for informing us about all known or suspected fraud affecting 
the Entity involving (a) management, (b) employees who have significant roles in internal 
controls, and (c) others where the fraud could have a material effect on the financial 
statements. Management is also responsible for informing us of any known allegations of 
fraud or suspected fraud affecting the Entity received in communications from employees, 
former employees, regulators, or others. In addition, management is also responsible for 
identifying and ensuring that the Entity complies with applicable laws, regulations, contracts, 
agreements, and grants and for taking timely and appropriate steps to remedy any fraud, 
illegal acts, violations of contracts or grant agreements, or abuse that we may report. 

During the course of our engagement, we will request information and explanations from 
management regarding the Entity. At the conclusion of our engagement, we will require, as 
a precondition to the issuance of our report, that management provide certain representations 
in a written representation letter. The procedures we will perform in our engagement and the 
conclusions we reach as a basis for our report will be heavily influenced by the written and 
oral representations that we receive from management. In view of the foregoing, the Entity 
agrees to release our firm, its shareholders, and other personnel from any liability and costs 
relating to our services under this letter resulting from false or misleading representations 
made to us by any member of the Entity's management. 

Management is responsible for establishing and maintaining a process for tracking the status 
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of audit findings and recommendations. Management is also responsible for identifying for us 
previous financial audits, attestation engagements, performance audits or other related 
studies. This responsibility includes relaying to us corrective actions taken to address 
significant findings and recommendations resulting from those audits, attestation 
engagements, performance audits, or other studies. Management is responsible for providing 
its views on our current findings, conclusions, and recommendations, as well as 
management's planned corrective actions, for the report, and for the timing and format for 
providing that information. 

ENGAGEMENT FEES 
Our fixed fees for the services previously outlined will be $44,000 and travel costs not to 
exceed $5,000. 

Additionally, our fees are dependent on the availability, quality, and completeness of the 
Entity's records and, where applicable, upon the Entity's personnel providing the level of 
assistance identified in the "prepared by client" request list distributed at the end of our 
planning work (e.g., Entity employees preparing confirmations and schedules we request, 
locating documents selected by us for testing, etc.). 

Should our assumptions with respect to these matters be incorrect, or should the condition of 
the records, degree of cooperation, or other matters beyond our reasonable control require 
additional commitments by us beyond those upon which our estimated fees are based, we 
may adjust our fees and planned completion dates. If significant additional time is necessary, 
we will discuss it with management and arrive at a new fee estimate as soon as reasonably 
practicable. 

OTHER ENGAGEMENT MATTERS 
This letter set forth the rights and responsibilities of the parties with respect to the services 
to be provided. This engagement is being undertaken solely for the benefit of the parties to 
this agreement and no other person shall be entitled to enforce the terms of this agreement. 

As required by Government Auditing Standards, we provided you with a copy of the report on 
the most recent peer review of our firm with our proposal. 

The workpapers for this engagement will be retained in accordance with our firm policy, or for 
any additional period requested by a cognizant agency, oversight agency for audit, or pass
through entity. If we are aware that a federal awarding agency, pass-through entity, or 
auditee is contesting an audit finding, we will contact the party(ies) contesting the audit 
finding for guidance prior to destroying the workpapers. 

The undersigned is the engagement partner responsible for supervising the engagement and 
signing the report. 
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We appreciate the opportunity to provide these services and believe this letter accurately 
summarizes the significant terms of our engagement. Please sign the enclosed copy of this 
letter and return it to us. 

Very truly yours, 

Jennifer Farr, CPA 
Davis Farr LLP 

The services and arrangements described in this letter are in accordance with our 
understanding and are acceptable to us. 

Incline Village General Improvement District 

By ______________ _ 

Paul Navazio, Director of Finance 

Date. _______________ _ 

By ________________ _ 

Chair of Audit Committee 

Date _______________ _ 
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