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AUDIT COMMITTEE 
SEPTEMBER 18, 2025 – 10 AM VIA ZOOM

In Attendance:
Ms. Kati Penney, Committee Chair
Mr. Craig Ballew, Board Chair
Mr. Raymond Brown
Mr. John Huynh
Mr. Jim Knell
Mr. Christopher Trapani
Mr. Rob Hair, MSB Superintendent
Ms. April Tucker, MSB HR Director
Ms. Valerie Johnson, MSB Executive Assistant

CALL TO ORDER: Ms. Kati Penney welcomed everyone and called the meeting to order at 10 AM. 

T. ROWE PRICE INVESTMENT UPDATE: Mr. Josh Slater reported that the balance as of August 31, 2025, was $76,865,933 with gross of fees 6.24% and net of fees 6.16%.

He reviewed the portfolio’s one-year results, noting market gains were heavily concentrated in the “Mag 7” tech stocks. The portfolio lagged the S&P 500 due to limited exposure to these companies and underweight positions in international, small, and mid-cap stocks. He stressed diversification and risk control, pointing out that while some gains were missed, excessive risk was avoided. Recent adjustments increased exposure to AI through major tech firms and companies in AI infrastructure and software.

The Committee supported the long-term strategy, emphasizing prudent risk management and balanced returns.

SCH 403(B) DECEMBER 31, 2024 AUDIT REPORT: Ms. Ashley Zumbrun and Mr. Arnold Farmer (SCH) presented the 403(b) audit results, reporting a clean opinion with no significant issues. Administrative expenses were reclassified for consistency, and plan ROI (11.5%) exceeded the 10% benchmark. No major plan changes were noted.

The management letter is pending due to a minor, non-material census data error under review by Empower.

Ms. Penney moved, seconded by Mr. Brown, to approve the audit report and recommend acceptance by the full board. The motion passed unanimously.

GOLDMAN SACHS 403 B PLAN INVESTMENT REVIEW: Ms. Fran Beecy and Mr. Peter Klein 
presented an overview of the 403(b) plan’s status and investment options.  As of June 30, 2025, the balance of the plan was $37.2M; $2.1M increase from Q4 2024.

Ms. Beecy reviewed plan assets, participation, balances, and contributions. She noted 72% of assets are in target date funds, fees are favorable, and there are no Watch List concerns. She also covered Secure 2.0 provisions and participant notices.

Only 38% of participants have designated beneficiaries. Ms. Beecy and Ms. Tucker will develop strategies to improve this, with auto-enrollment expected to help.

The investment policy statement and draft charter were included in the appendix; Ms. Beecy will send the IPS separately for review. Mr. Knell noted outdated committee references, which Ms. Beecy will correct.

Mr. Klein led discussion on the stable value fund. While money market funds have lower fees, performance is narrowing. The Committee agreed to keep the current fund with periodic reviews and possible participant outreach in one year.

The Committee also discussed fiduciary insurance. Ms. Beecy explained its importance, and Ms. Vazquez confirmed MSB has $2M in coverage, above the $1M standard.

PRELIMINARY YEAR END FINANCIALS – JUNE 30, 2025:  Ms. Vazquez presented the year-end financials for FY25. Key points included:

· The year closed with a positive cash flow balance of $4.1 million, which was a $2 million positive variance compared to budget projections.
· Both revenue (sources) and expenses (uses) ended slightly under budget, with personnel cost savings being the primary driver of the positive variance.
· Fundraising activities raised $1 million, with $737,000 being unrestricted funds.
· Assets increased by 4% and liabilities decreased by 7% over the year.
· There were significant cash transfers to the money market account to maximize returns.  This is closely monitored to ensure compliance with financial covenants.

CASH TRANSFER REQUEST: Ms. Vazquez initially was requesting a $7.5M transfer to meet cash-on-hand covenants but later found construction funds had been mistakenly included. Excluding them, the transfer need is closer to $3M.  Mr. Knell clarified the requirement is based on the September 30 cash balance, not an average, and asked Ms. Vazquez to recalculate.

The Committee supported recalculating, communicating the revised figure, and proceeding with approvals.

DASH REPORT – ATHLETIC FACILITIES AND ENTRANCE SECURITY PROJECT:  Ms. Vazquez reported over 100-day delays in Baltimore City permits, limiting work to site prep and erosion control. Prolonged delays could push construction into winter, raising costs and impacting the schedule.

She and Mr. Hair are monitoring, along with the project manager, but contractors are hesitant to update budgets until permit timing is resolved.  Mr. Knell asked about the GMP and subcontractor concerns. Ms. Vazquez confirmed the GMP is holding for now but could be at risk if delays continue.

The $65.5M single-phase budget includes $62.4M from the State and $3M from MSB; $3.8M has been spent, mostly on design. MSB is forward-funding expenses, with reimbursement pending.

SUPERINTENDENT’S REPORT:  

IT Modernization Project/IT Director: Mr. Hair reported the IT modernization project is nearly complete, with final work on Wi-Fi coverage and staff training taking place. 

An RFP is being developed to upgrade phone and PA systems by summer 2026.
Mr. Hair commented that three interviews have taken place for a potential IT Director but noted that full-time CIO/CISO salaries exceed MSB’s scale.  He is exploring a fractional model with independent evaluation of IT staffing needs. 

The Committee agreed the review should be independent and not involve current vendors.

Concerns were raised about 24/7 IT security monitoring.  The Committee recommended hiring a temporary security consultant.

ADJOURNMENT: There being no further business to discuss, Ms. Penney put forth a motion, seconded by Mr. Knell, to adjourn. The motion was approved. The meeting adjourned at 11:40 AM.

NEXT MEETING: Schedule before December 12, 2025 Board meeting.
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