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INDEPENDENT AUDITORS’ REPORT

To the Members of the Board
Nevada State Board of Medical Examiners

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of the Nevada State Board of
Medical Examiners as of and for the year ended December 31, 2015, and the related notes to the financial statements,
which comprise the Nevada State Board of Medical Examiners' basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Govemment Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the
business-type activities of the Nevada State Board of Medical Examiners as of December 31, 2015, and the changes in
financial position and cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Change in Accounting Principle

As described in the accompanying financial statements, the Board adopted new accounting guidance, GASB Statement

No. 68, Accounting and Financial Reporting for Pensions, as amended by GASB No. 71, Pension Transitions for
Contributions Made Subsequent to the Measurement Date. Our opinion is not modified with respect to this matter.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion and
analysis, budgetary comparison and pension information on pages 3-10, 26, and 27, respectively, be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental 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.

We have applied certain limited procedures to the required management discussion and analysis and pension information
in accordance with auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about 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 do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

The budgetary comparison information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, ingluding comparing and reggnciling sych information directly to
the underlying accounting and other records used to prepare the basic financial statements or {0 the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the budgetary comparison information is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Report on Summarized Comparative Information

We have previously audited the Nevada State Board of Medical Examiners’ 2014 financial statements, and we expressed
an unmodified audit opinion on those financial statements in our report dated May 1, 2015. In our opinion, the
summarized comparative information presented herein as of and for the year ended December 31, 2014, is consistent, in
all material respects, with the audited financial statements from which it has been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Govemment Auditing Standards, we have also issued our report dated April 22, 2016, on our
consideration of the Nevada State Board of Medical Examiners’ internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
Board's internal control over financial reporting and compliance.
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Reno, Nevada
April 22, 2016
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NEVADA STATE BOARD OF MEDICAL EXAMINERS
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2015 AND 2014

Within this section of the Nevada State Board of Medical Examiner’s (Board) annual financial report, the
Board’s management provides narrative discussion and analysis of the financial activities of the Board
for the fiscal years ended December 31, 2015 and 2014. The Board’s financial performance is discussed
and analyzed within the context of the accompanying financial statements and disclosures following this
section.

Financial Highlights

e The Board’s assets exceeded its liabilities by $1,272,620 as of December 31, 2015. This compares to
the previous year when assets exceeded liabilities by $3,994,100.

e Total assets include cash and short-term investments, receivables from disciplinary adjudications,
and capital assets, net of accumulated depreciation. Total assets as of December 31, 2015 were
$10,107,908, as compared to $6,139,910 as of December 31, 2014. This represents a increase of
$3,967,998 or 65% and is expected in a renewal year.

e Total liabilities and deferred inflows of resources, including deferred licensing revenue, as of
December 31, 2015 were $8,835,288, as compared to $2,145,810 as of December 31, 2014. This
was an increase of $6,689,478 or 312%.

e Total net assets as of December 31, 2015 are comprised of the following:
1. Capital assets (property and equipment), net of accumulated depreciation of $249,459.

2. Unrestricted net position of $1,023,161. This represents the extent to which liabilities and
reserved equity (net capital assets) exceed assets. This accumulation of net position is the
cumulative result of operating revenues in excess of operating expenses.

e Operating expenses were $1,107,760 for the year ended December 31, 2015. This represents a
increase of $348,787, or 46% from the previous fiscal year. It is common in a licensing year for
operating expenses to increase.

Overview of the Financial Statements

Management’s Discussion and Analysis introduces the Board’s basic financial statements, which
include: 1) The basic financial statements, and 2) Notes to the financial statements. Also included in this
report is additional information to supplement the basic financial statements.

Board’s Financial Statements

The Board’s financial statements are presented using a perspective similar to that found in the private
sector with its basis in full accrual accounting. The financial statements reflect operations of the Board
that are principally supported from business-type activities that are intended to recover all or a significant
portion of their costs through user fees and charges. The Board’s activities include the licensing and
regulation of medical doctors, physician assistants, practitioners of respiratory care, and perfusionists.



NEVADA STATE BOARD OF MEDICAL EXAMINERS
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2015 AND 2014

The first of these statements is the Statement of Net Position. This is the Board’s statement of
position presenting information that includes all of the Board’s assets and liabilities, with the
difference reported as net position. Over time, increases and decreases in net position may serve as a
useful indicator of whether the financial position of the Board as a whole is improving or
deteriorating.

The second statement is the Statement of Revenue, Expenses and Changes in Net Position, which
reports how the Board’s net position changed during the reported fiscal years. All changes in net
position are reported as soon as the underlying events giving rise to the change occur, regardless of
when cash is paid. The Statement of Revenues, Expenses and Changes in Net Position also
illustrates how the Board’s primary activities are reliant on revenues provided by the licensing
process.

The third statement is the Statement of Cash Flows. This statement outlines the changes in cash
balances. The changes consist of cash receipts and payments for the reported years. The statement
provides answers to such questions as where did cash come from, what was cash used for and what
was the change in the cash balance during each year.

The accompanying Notes to the Financial Statements provide information essential to a full
understanding of the Board’s financial statements.

In addition to the basic financial statements described above, this report also presents Supplementary
Information in the form of various schedules. The schedules are provided to enhance the readers’
understanding of the basic financial statements. Last, is the Report on Internal Controls and
Compliance. This report provides information on the adequacy and effectiveness of controls. It
encompasses the Board’s governance, operations, and information systems. It includes the
reliability and integrity of financial and operational information, safeguarding of assets, and
compliance with laws, regulations, policies, and procedures.

Economic Factors

In 2015, the maturities of higher rate investments during the year lead to an increase in investment
income. The current investment strategy is to look for longer maturities in the fully secured, FDIC
backed, CDs in order to improve yields somewhat.

Because of the economic downturn and at the encouragement of the state, management began an
overall detailed expenditure review at the end of 2009. The resulting austerity program has shown
significant reductions in spending. The focus has been on re-routing expenditures to the places that
will give the overall best outcomes for the mission of the Board. The significant reductions have
been in postage and shipping, telephone, diversion programs, outside contracts, rent, and travel. The
funds saved have been used to facilitate a near fully staffed office in Las Vegas and an additional
attorney. These changes have significantly decreased the turn around time for our legal and
investigative divisions, saved money on travel, increased our reimbursement of investigative costs,
and thereby aided our effectiveness in our public safety mission.

In the year 2015 the focus was on reducing licensing fees in addition to continuing the allocation of
available resources to better perform the mission. While the Board approved a reduction in renewal



NEVADA STATE BOARD OF MEDICAL EXAMINERS
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2015 AND 2014

fees, it was offset by a higher number of licensees renewing. The following reflect the increasing
numbers in the licensee base.

2012 to 2015 show significant increases in new licensees.

Practice 2012 new 2013 new 2014 new 2015 new
Licenses licenses licenses licenses

Physicians 441 484 572 593

Physician 79 82 97 112

Assistants

Practitioners of 140 149 160 149

Respiratory Care

Perfusionists 6 9 11 11

The major factors were a recovery in the economy of the state, a rise in the general population of the
state, and a rise in the number of multiple-jurisdiction practitioners.

Licensure [ 2013 2014 2015
Counts

At Year End

Physicians 7442 7994 7944
Physician 574 645 694
Assistants

Practitioners of | 1246 1354 1346
Respiratory

Care

Perfusionists 25 29 24

Financial Analysis of the Board

As year-to-year financial information is accumulated on a consistent basis, changes in net position
may be observed and used to discuss the changing financial position of the Board as a whole.

o The Board’s net position as of December 31, 2015 was $1,272,620, which is a decrease of
$2,721,480 from the net position of $3,994,100 as of December 31, 2014. This decrease is
primarily due to the recognition of a proportionate share of the Public Employees Benefit
System’s net pension liability. Schedule 1 provides a summary of the Board’s net position:
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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SCHEDULE 1 - CONDENSED BALANCE SHEETS
DECEMBER 31, 2015, 2014 and 2013

2015 vs 2014 2014 vs 2013
2015 2014 2013 $ % S %

Cash and investments $ 9,356,408 $ 5795483 § 8,140,017 $3,560,925 61.4% $(2,344,534) -65.8%
Capital assets, net 249,459 194,188 144,633 55,271 28.5% $ 49555 89.7%
Other assets 502,041 150,239 195,097 351,802 234.2% $ (44.858) -12.8%

Total Assets $ 10,107,908 $ 6,139910 $ 8,479,747 $3,967,998 64.6% $(2,339,837) -59.0%
Total liabilities $ 8835288 $ 2,145810 § 5,096,049 $6,689,478 311.7% $(2,950,239) -44.1%
Invested in capital assets 249,459 194,188 144,633 55,271 28.5% $ 49555 89.7%
Unrestricted net position 1,023,161 3,799,912 3,239,065 (2,776,751) -73.1% 560,847 -20.2%

Total Net Position 1,272,620 3,994,100 3,383,698 (2,721,480) -68.1% 610,402 -22.4%
Total Liabilities and Net
Assets $ 10,107,908 §$ 6,139910 $ 8,479,747 $3,967,998 64.6% $(2,339,837) -59.0%

Presented below is Schedule 2, which presents the Board’s changes in its net assets for the past two
fiscal years:
SCHEDULE 2 - CONDENSED STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION
YEARS ENDED DECEMBER 31, 2015 AND 2014

2015 vs 2014
2015 2014 $ %

REVENUE
Operating revenue $ 4465429 $ 3,944,728 § 520,701 13.2%
Other income 37,465 28,101 9,364 33.3%

Total Revenue 4,502,894 3,972,829 530,065 13.3%
EXPENSES
Personnel 2,635,014 2,545,243 89,771 3.5%
Operations 1,170,224 817,184 353,040 43.2%

Total Expenses 3,805,238 3,362,427 442,811 13.2%
Change in Net Position 697,656 610,402 87,254 -14.3%
Net Position, Beginning,
As Restated 574,964 3,383,698 (2,808,734) -83.0%
Net Position, Ending $ 1,272,620 §$ 3,994,100 $ (2,721,480) -68.1%




NEVADA STATE BOARD OF MEDICAL EXAMINERS
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2015 AND 2014

Financial Analysis of the Board’s Activities

Provided below are some of the significant changes in the Board’s revenue and expenses for each
year.

Revenue:

The Board attributes the continued growth in revenue to the increase in number of medical providers
in the state. The peaks and valleys in miscellaneous and application income are attributed to
licensing renewal periods that exist in odd numbered years.

Revenue for the fiscal years ending 12/31/15, 12/31/14, 12/31/13, 12/30/12, and
12/3111
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Expenses:

Personnel expenses represent the biggest expenditure for the Organization. From 2007 to 2008 there
was a drastic drop. Savings were achieved through voluntary terminations. Rather than fill the
vacant positions, the work flow was redistributed amongst others within the respective divisions.
Since 2008 the personnel expense has been held to a more conservative amount. In 2011 the
increase was created by an additional attorney position and in 2012 it was caused by a significant
increase in the cost of health care benefits. In 2013, 2014, and 2015 the Board approved cost of
living adjustments. In 2015 the increase was also the result of three additional positions. The trend
demonstrates the overall positive cost containment efforts of management. The total dollar figures
are still lower than 2007 while servicing a much larger licensee population.
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Total Personnel Expenses
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The total expenses for the Board were up by $442,811 from the previous year. That is consistent
with a licensing year and a growing licensee population. Total expenses were $26,662 under budget
for 2015.

Budgetary Highlights

Schedule 3 presents the total revenue and expense variances with the final budget for the years ended
December 31, 2015 and 2014.

SCHEDULE 3
FAVORABLE (UNFAVORABLE) BUDGET VARIANCES

2015 2015
REVENUE
Operating revenues $ 373,929 $ 57,828
Other income 17,265 14,001
Total Revenue $ 391,194 § 71,829
Expenses
Personnel $ 125,086 $ 89,957
Operations 26,662 100,016
Total Expenses $ 151,748 $ 189,973
NET $ 542,942 § 261,802
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NEVADA STATE BOARD OF MEDICAL EXAMINERS

STATEMENT OF NET POSITION

DECEMBER 31, 2015

(WITH COMPARATIVE TOTALS AT DECEMBER 31, 2014)

ASSETS
Current assets
Cash and cash equivalents
Compliance fees receivable, net
Fines receivable
Prepaid expense

Total current assets

Noncurrent assets
Capital assets
Less accumulated depreciation

Total noncurrent assets
DEFERRED OUTFLOWS OF RESOURCES
- PENSION REQUIREMENT

Total assets and deferred outflows of resources

LIABILITIES
Current liabilities
Accounts payable
Accrued compensated absences and other payroll liabilities
Licensing fees received in advance
Fines payable

Non-current liabilities
Net pension liability
Total liabilities
DEFERRED INFLOWS OF RESOURCES
- PENSION REQUIREMENT
Total liabilities and deferred inflows of resources
NET POSITION

Net investment in capital assets
Unrestricted

Total net position

See accompanying notes

11

2014
{(Memorandum
2015 Only)

9,356,408 $ 5,795,483
31,428 105,668
10,700 41,617
2,954 2,954
9,401,490 5,945,722
945,133 853,165
695,674 658,977
249,459 194,188

456,959 -
10,107,908 6,139,910
60,363 79,175
253,530 228,176
4,688,507 1,796,842
10,700 41,617

3,038,555 -
8,051,655 2,145,810

783,633 -
8,835,288 2,145,810
249,459 194,188
1,023,161 3,799,912
1,272,620 $ 3,994,100




NEVADA STATE BOARD OF MEDICAL EXAMINERS
STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED DECEMBER 31, 2015

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED DECEMBER 31, 2014)

2014
(Memorandum
2015 Only)
OPERATING REVENUE
License and registration fees 3,646,942 $ 3,253,209
Application fees 506,200 444,125
Compliance administration reimbursements 26,165 82,395
Miscellaneous revenue 286,122 164,999
Total operating revenue 4,465,429 3,944,728
OPERATING EXPENSES
Personnel services 2,635,014 2,545,243
Travel 62,464 58,211
Operating 1,107,760 758,973
Total operating expenses 3,805,238 3,362,427
Operating income 660,191 582,301
NONOPERATING REVENUE (EXPENSES)
Investment income 37,465 28,101
Change in net position 697,656 610,402
NET POSITION
Beginning of year, as previously reported 3,994,100 3,383,698
Prior period adjustment - change in accounting
principle
Net pension liability, measurement date
June 30, 2013 (3,833,867)
Deferred outflows of resources, plan
contribution for June 30, 2014 414,731
(3,419,136)
Beginning of year, as restated 574,964
End of year 1,272,620 $ 3,994,100

See accompanying notes
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NEVADA STATE BOARD OF MEDICAL EXAMINERS

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2015

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED DECEMBER 31, 2014)

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from operations $
Cash paid for personnel services
Cash paid for travel and operating expenses
Cash received for interest

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of assets

Net change in cash

CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year $

RECONCILIATION OF CHANGE IN NET POSITION TO
NET CASH PROVIDED (USED) BY OPERATIONS
Change in net position $
Adjustments to reconcile change in net position to
net cash flows from operating activities
Depreciation
Change in net pension liability
Changes in certain assets and liabilities:
Compliance fees receivable, net
Accounts payable
Accrued compensated absences
and other payroll liabilities
Licensing fees received in advance

Net cash flows from operating activities $

2014
(Memorandum
2015 Only)
7,431,334 $ 1,067,256
(2,663,567) (2,517,812)
(1,152,340) (849,741)
37,465 28,101
3,652,892 (2,272,196)
(91,867) (72,338)
3,560,925 (2,344,534)
5,795,483 8,140,017
9,356,408 $ 5,795,483
697,656 $ 610,402
36,696 22,783
(53,907) -
74,240 11,175
(18,812) (565,340)
25,354 27,431
2,891,665 (2,888,647)
3,652,892 $ (2,272,196)

See accompanying notes
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NEVADA STATE BOARD OF MEDICAL EXAMINERS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 1 -

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Nevada State Board of Medical Examiners (the Board) created in 1899, is the licensing and regulatory
agency for the physicians, physicians assistants and respiratory therapists in the State of Nevada. The
Board is regulated by the Nevada Revised Statutes (NRS) Chapter 630, which also specify the authorized
activities of the Board.

The financial statements of the Board have been prepared in accordance with generally accepted
accounting principles as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial
reporting principles.

The following is a summary of the more significant accounting policies.

Reporting Entity

Effective July 1, 2001, NRS Chapter 353 was amended to exempt certain professional and occupational
boards from the state budget act and the provisions governing the administration of state funding. The
provisions of Chapter 353 do not apply to boards created pursuant to chapters 623 to 625A, inclusive, 628,
630 to 640A inclusive, 641 and 656 of the NRS and the officers and employees thereof. Accordingly, the
Board's budgeting and accounting practices and procedures have been removed from the oversight of the
Department of Administration.

The Board's financial statements are not included in the financial statements of the State of Nevada since
the State does not exercise financial or administrative control over the Board. This is in conformance with
GASB codification Section 2100, Defining the Govemment Reporting Entity.

Basis of Accounting

The Board maintains its accounting records on an economic resources measurement focus using the
accrual basis of accounting. Revenue is recognized when earned and expenses are recognized when the
related liabilities are incurred.

Operating income reported in the financial statements includes revenue and expenses related to the
primary, continuing operations of the Board. The primary sources of revenue are licensing, registration and
application fees from physicians, physicians for non-compliance with the regulation and fees charged for
criminal background checks, copy requests, letters of verification, physician listings, label request and legal
fee recoveries. Operating expenses included administrative costs and depreciation of capital assets.
Interest income earned from the Board's investing activities is presented as non-operating revenue.

Basis of Presentation

The Board uses a proprietary fund to account for its financial position and results of operations. Proprietary
fund types are used to account for activities conducted on a fee-for-service basis in a manner similar to
commercial enterprises. The measurement focus is upon determination of net income, financial position and
changes in cash flows.

Budget Data

The Board adopts biennial operating budgets and budgetary accounting is employed as a management
control. The budget is prepared using accounting principles generally accepted in the United States of
America.

Cash and Cash Equivalents

Cash is maintained in a gommercial bank in Reno, Nevada. Cash accounts are maintained and available to
meet current operating requirements and are readily identifiable. The Board's certificates are held in its
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