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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




MANAGEMENT’S DISCUSSION AND ANALYSIS



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:



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

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.



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

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

15



NEVADA STATE BOARD OF MEDICAL EXAMINERS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 1 -

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and Cash Equivalents (Continued)

name and it participates in the State of Nevada collateralization program to assure that funds deposited are
protected.

Cash equivalents consist of time certificates of deposit, which are stated at fair value. The net increase
(decrease) in the fair value of the investments is the difference between the cost (if purchased during the
year) or the fair value of the investments at the beginning of the year, and the fair value of the investments at
the end of the year. Changes in fair value of the certificates are reflected, together with interest income, as
investment income in the accompanying financial statements. By statutes, all cash must be deposited in
entities that are located in the state of Nevada.

Compliance Fees Receivable

Compliance fees receivable consist of reimbursable administrative costs for processing claims and are
assessed in accordance with the applicable NRS and Board policies. Allowance for uncollectible
receivables is based upon management's assessment of historical trends and the periodic aging of the
compliance fees receivable. The allowance for uncollectible receivables as of December 31, 2015 and 2014
totaled $18,695 and $94,491, respectively.

Capital Assets

Equipment, furniture, and fixtures purchased by the Board are presented in the statement of net assets as
capital assets. Capital assets are defined by the Board as assets with an initial, individual cost of $500 and
an estimated useful life of more than one year. The cost of normal maintenance and repairs that do not add
to the value of the asset or materially extend asset lives are expensed as incurred. Capital assets are
depreciated using the straight-line method over three to seven years. Leasehold improvements are
amortized over the shorter of the asset life or lease term.

Compensated Absences

The Board's policy is to provide for the annual carryover of up to 240 hours earned vacation leave which is
fully vested when earned. The Board recognizes the expenses and liability for compensated absences as
the leave is earned. Sick days and other accumulated paid absences are not vested and therefore it is the
Board's policy to recognize the costs for sick days and other absences when paid.

Licensing Fees Received in Advance

By provisions of statute, the Board administers its licensing registration on biennial periods. Licensing fees
received in advance represents collections received upon the biennial renewal of licenses and is recognized
ratably over the renewal period, currently July 1, 2015 through June 30, 2017.

Deferred Outflows and Inflows of Resources

In addition to assets, a separate section is reported for deferred outflows of resources. This separate
financial statement element, deferred outflows of resources, represents a consumption of net position that
applies to a future period and will not be recognized as an outflow of resources (expense/expenditure) until
then. The changes in proportion and differences between employer contributions and the proportionate
share of contributions as well as contributions made after the measurement period for pensions qualify for
reporting in this category.

In addition to liabilities, a separate section is reported for deferred inflows of resources. This separate
financial statement element, deferred inflows of resources, represents an acquisition of net position that
applies to a future period and will not be recognized as an inflow of resources (revenue) until that time.
Differences between expected and actual experience and between projected and actual investment
earnings on pension plan investments qualify for reporting in this category.

16



NEVADA STATE BOARD OF MEDICAL EXAMINERS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 1 -

NOTE 2 -

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Net Position
Equity is classified as net position and displayed in these components:

o Net investment in capital assets — cost of capital assets net of accumulated depreciation and
related debt, if any.

¢ Restricted net position — Net position subject to restrictions that are imposed by (1) external groups,
such as creditors or laws and regulations of other governments, or (2) the law through legislative
provisions. The Board has no restricted net position.

s Unrestricted net position — Net positions that are neither classified as “restricted” or as “invested in
capital assets.”

Pensions
—_—

For purposes of measuring the net pension liability, deferred outflows of resources, deferred inflows of
resources and pension expense, information about the fiduciary net position of the Public Employees'
Retirement System of Nevada (PERS) and additions to/deductions from PERS's fiduciary net position have
been determined on the same basis as they are reported by PERS. For this purpose, benefit payments
(including refunds of employee contributions) are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.

Subsequent Events

Subsequent events have been evaluated through April 22, 2016, which represents the date the financial
statements were available to be issued. Subsequent events after that date have not been evaluated.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets, deferred
outflows, liabilities, deferred inflows and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

DEPOSITS WITH FINANCIAL INSTITUTIONS
Concentration of Credit Risk and Custodial Credit Risk

The Board maintains its checking accounts and certificates of deposit in commercial banks located in
Nevada. Custodial credit risk is the risk that in the event of a bank or brokerage failure, the Board’s deposits
may not be returned. The time certificates of deposit are held in the name of the Board. The accounts are
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 in the aggregate per bank for
the checking accounts and $250,000 for the time deposits.

By provisions of statutes, the Board is required to deposit all money in banks or savings and loans
associations located in the state of Nevada. The bank balances at December 31, 2015 totaled $9,385,181,
$3,897,181 of which is not covered by the FDIC. However, the bank balances are collateralized with
securities held by the Nevada Pooled Collateral program.

Interest Rate Risk
The Board manages its risk exposure to changes in interest rates by investing in certificates of deposits with

maturities of two years or less. Interest rate risk is the risk that changes in interest rates will adversely affect
the value of the certificates of deposits.
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NEVADA STATE BOARD OF MEDICAL EXAMINERS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE3- CAPITAL ASSETS

The Board has custodial responsibility to the State of Nevada for furniture, fixtures and equipment acquired
with resources of the Board. The capital asset activity during the year is as follows:

December December
31,2014 Additions Deletions 31,2015

Capital assets not being

depreciated
Assets not yet

placed in service $ 89,000 $ - % - 8 89,000
Capital assets being

depreciated

Furniture and equipment 283,141 37,911 - 321,052
Leasehold improvements 53,376 6,499 - 59,875
Computers, software,
and printers 427,648 47,557 - 475,205
Total depreciable assets 764,165 91,967 - 856,132
Less accumulated depreciation
Furniture and equipment 273,509 5,373 - 278,882
Leasehold improvements 36,143 2,483 - 38,626
Computers, software,
and printers 349,325 28,840 - 378,165
Total accumulated depreciation 658,977 36,696 - 695,673
Net depreciable assets 105,188 55,271 - 160,459
Net capital assets $ 194,188 $ 565271 $ - $ 249,459

NOTE4- OPERATING LEASE OBLIGATIONS
The Board currently leases office space in Reno and Las Vegas, Nevada under agreements expiring March
31, 2019 and April 30, 2020, respectively. Rent expense under these leases for the years ended December
31, 2015 and 2014 was $165,698 and $164,470, respectively.

The Board also leases copiers under non-cancelable leases that expire December 2018 and January 2019.
Lease expense of $9,551 was incurred for the years ended December 31, 2015 and 2014.

The following is a schedule of future minimum rental payments:

Year ending June 30,

2016 $ 180,144
2017 183,209
2018 185,175
2019 76,482
2020 14,444
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NEVADA STATE BOARD OF MEDICAL EXAMINERS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 5 -

PENSIONS

GENERAL INFORMATION ABOUT THE PENSION PLAN

Plan Description

PERS (System) administers a cost-sharing, multiple-employer, defined benefit public employees' retirement
system which includes both Regular and Police/Fire members. The System was established by the Nevada
Legislature in 1947, effective July 1, 1948. The System is administered to provide a reasonable base
income to qualified employees who have been employed by a public employer and whose earnings
capacities have been removed or substantially impaired by age or disability.

Benefits Provided

a)

b)

c)

Benefits, as required by the Nevada Revised Statutes (NRS or statute), are determined by the number
of years of accredited service at the time of retirement and the member's highest average compensation
in any 36 consecutive months with special provisions for members entering the System on or after
January 1, 2010. Benefit payments to which participants or their beneficiaries may be entitled under
the plan include pension benefits, disability benefits, and survivor benefits.

Monthly benefit allowances for members are computed as 2.5% of average compensation for each
accredited year of service prior to July 1, 2001. For service earned on and after July 1, 2001, this
multiplier is 2.67% of average compensation. For members entering the System on or after January 1,
2010, there is a 2.5% multiplier. The System offers several alternatives to the unmodified service
retirement allowance which, in general, allow the retired employee to accept a reduced service
retirement allowance payable monthly during his or her lifetime and various optional monthly payments
to a named beneficiary after his or her death.

Post-retirement increases are provided by authority of NRS 286.575 — 286.579.

Vesting

a)

b)

Regular members are eligible for retirement at age 65 with five years of service, at age 60 with 10 years
of service, or at any age with thirty years of service. Regular members entering the System on or after
January 1,2010, are eligible for retirement at age 65 with five years of service, or age 62 with 10 years
of service, or any age with thirty years of service.

The normal ceiling limitation on monthly benefits allowances is 75% of average compensation.
However, a member who has an effective date of membership before July 1, 1985, is entitled to a
benefit of up to 90% of average compensation. Both Regular and Police/Fire members become fully
vested as to benefits upon completion of five years of service.

Contributions

a)

b)

)

The authority for establishing and amending the obligation to make contributions and member
contribution rates is set by statute. New hires, in agencies which did not elect the Employer-Pay
Contribution (EPC) plan prior to July 1, 1983 have the option of selecting one of two contribution plans.
One plan provides for matching employee and employer contributions and the other plan provides for
employer-pay only.

The System’s basic funding policy provides for periodic contributions at a level pattern of cost as a
percentage of salary throughout an employee's working lifetime in order to accumulate sufficient assets
to pay benefits when due.

The System receives an actuarial valuation on an annual basis indicating the contribution rates required
to fund the System on an actuarial reserve basis. Contributions actually made are in accordance with
the required rates established by the Nevada Legislature. These statutory rates are
increased/decreased pursuant to NRS 286.421 and 286.450.
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NEVADA STATE BOARD OF MEDICAL EXAMINERS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 5 -

PENSIONS (Continued)
Contributions (Continued)

d) The actuary funding method used is the Entry Age Normal Cost Method. It is intended to meet the
funding objective and result in a relatively level long-term contributions requirement as a percentage of
salary.

e) For the fiscal year ended June 30, 2014 and June 30, 2015 the Statutory Employer/employee matching
rate was 13.25% for Regular. The Employer-pay contribution (EPC) rate was 25.75% for Regular.

PENSION LIABILITIES, PENSION EXPENSE, AND DEFERRED OUTFLOWS OF RESOURCES AND
DEFERRED INFLOWS OF RESOURCES RELATED TO PENSIONS

At December 31, 2015, the Board reported a liability of $3,038,555 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2014, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that date. The
Board's proportion of the net pension liability was based on total contributions due on wages paid during the
measurement period. Each employer's proportion of the net pension liability is based on their combined
employer and member contributions relative to the total combined employer and member contributions for all
employers for the period ended June 30, 2014. At June 30, 2014, the Board's proportion was .02916%.

For the year ended December 31, 2015, the Board recognized pension expense of $398,714. Amounts
totaling $452,621 resulting from Board contributions subsequent to the measurement date will be
recognized as a reduction of the net pension liability in year ended December 31, 2016. For the year ended
December 31, 2015, the Board contributed $452,621 under the statutes requirements based on covered
payroll of $1,765,776 which equates to 25.63% overall to the plan.

At December 31, 2015, the Board reported deferred outflows of resources and deferred inflows of resources
related to pension from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences Between Expected and Actual Experience $ ' i $ 145,412
Net Difference Between Projected and Actual
Investment Earnings on Pension Plan Investments - 638,221
Changes in Proportion and Differences Between
Employer Contributions and Proportionate Share
of Contributions 4,338 -
Contributions subsequent to the measurement date 452,621 -
$ 456,959 $ 783,633

Amounts reported as deferred outflows of resources and deferred inflows of resources, without regard to the
contributions subsequent to the measurement date, related to pensions will be recognized in pension
expense as follows:

Year ended December 31

2016 $ 184,314
2017 184,314
2018 184,314
2019 184,314
2020 24,733
2021 17,306

$ 779,295
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NEVADA STATE BOARD OF MEDICAL EXAMINERS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE S -

PENSIONS (Continued)

The net difference between projected and actual investment earnings on pension plan investments will be
recognized over five years, all the other above deferred outflows and deferred inflows will be recognized
over the average expected remaining services lives, which was 6.70 years for the measurement period
ending June 30, 2014,

Reconciliation of the net pension liability at December 31, 2015 is as follows:

Beginning net pension liability $ 3,833,867
Pension expense 398,714
Employer contributions (414,731)
Current year net deferred inflows/outflows (779,295)

Ending net pensions liability $ 3,038,555

Actuarial Assumptions

The System's net pension liability was measured as of June 30, 2014, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that date. The total pension
liability was determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Inflation rate 3.50%

Payroll growth 5.00%, including inflation

Investment rate of return 8.00%

Productivity pay increase 0.75%

Projected salary increases Regular: 4.60% to 9.75%, depending on service
Rates include inflation and productivity increases

Consumer price index 3.50%

Other assumptions Same as those used in the June 30, 2014 funding Actuarial
valuation

Actuarial assumptions used in the June 30, 2014 valuation were based on the results of the experience
review completed in 2013. The discount rate used to measure the total pension liability was 8.00% as of
June 30, 2014 and June 30, 2013. The projection of cash flows used to determine the discount rate
assumed that employee and employer contributions will be made at the rate specified in statute. Based on
that assumption, the pension plan's fiduciary net position at June 30, 2014, was projected to be available to
make all projected future benefit payments of current active and inactive employees. Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability as of June 30, 2014 and June 30, 2013.

Investment Policy

The System's policies which determine the investment portfolio target asset allocation are established by the
Retirement Board. The asset allocation is reviewed annually and is designed to meet the future risk and
return needs of the System. The following was the Retirement Board's adopted policy target asset allocation
as of June 30, 2014:

Long-Term
Geometric
Target Expected Real

Asset Class Allocation Rate of Return *
Domestic Equity 42% 5.50%
International Equity 18% 5.75%
Domestic Fixed Income 30% 0.25%
Private Markets 10% 6.80%

*As of June 30, 2014, PERS' long-term inflation assumption was 3.5%.
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NEVADA STATE BOARD OF MEDICAL EXAMINERS
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NOTE 5 -

NOTE 6 -

NOTE 7 -

PENSIONS (Continued)

Discount Rate and Pension Liability Discount Rate Sensitivity

The following presents the net pension liability of the PERS as of June 30, 2014, calculated using the
discount rate of 8.00%, as well as what the PERS net pension liability would be if it were calculated using a
discount rate that is 1 percentage-point lower (7.00%) or 1 percentage-point higher (9.00%) than the current
discount rate:

1% Decrease in 1% Increase in
Discount Rate Discount Rate Discount Rate
(7.00%) (8.00%) (9.00%)
Net Pension Liability $ 4,726,054 $ 3,038,555 $ 1,636,719

Pension Plan Fiduciary Net Position

Additional information supporting the Schedule of Employer Allocations and the Schedule of Pension
Amounts by Employer is located in the PERS Comprehensive Annual Financial Report (CAFR) available on
the PER's website at www.nvpers.org under Quick Links — Publications.

POST EMPLOYMENT RETIREMENT BENEFITS

Legislation affords public employees of the state of Nevada (State) the opportunity to enroll, upon their
retirement, in the Public Employees Benefit Program (PEBP) health insurance plan. The legislation
obligates the ‘State for a portion of the medical premiums for those retired employees who elect to enroll in
the PEBP health insurance plan and retired prior to October 1, 2010 at a rate that is based upon years of
service prior to retirement. For employees that retired between October 1, 2010 and September 30, 2012,
the State’s obligation for a portion of the medical premiums is dependent upon the PERS eligibility
requirements in effect at the time of retirement. Employees that retire after October 1, 2012 may elect to
enroll in the PEBP health insurance plan, but the State is not obligated for any portion of their premiums.
There are currently twelve retired employees participating in this plan. The Board has not been billed
directly for its cost of this post employment retirement benefit. However, the State is charging an annual fee
to the Board based on a rate determined by the State and the budgeted salaries of the Board. During the
year ended December 31, 2015, the Board paid the State $43,084 for this additional fee for post
employment retirement benefits. This annual cost is expected to continue and possibly increase based on
future decisions by the State to allocate post employment retirement benefits to the Board’s employees.
Representatives of PEBP's have indicated that the post employment benefit liability is at the PEBP’s level
and the Board merely pays its annual required contribution based on the fees charged by the State. The
Plan is not accounted for as a trust fund, as an irrevocable trust has not been established to account for the
Plan and no financial reports are issued.

DISCIPLINARY PROCEEDINGS AND CONTINGENCIES

In connection with the Board's enforcement program as prescribed by statute and regulation, it may seek
recovery from licensees for costs incurred related to the investigative and disciplinary actions taken by the
Board. Judgments made by the Board for the years ended December 31, 2015 and 2014 included
stipulations for cost recoveries of $26,165 and $81,591, respectively. These recovery amounts are
presented as part of operating revenue.

In addition, the Board is authorized to impose an administrative fine. The Board acts as an agent for the
State of Nevada with respect to the administrative fine; thus, fines collected by the Board are remitted to the
State of Nevada. Judgments made by the Board for the years ended December 31, 20156 and 2014
included stipulations for administrative fines of $13,500 and $19,150, respectively.

Certain claims, suits and complaints associated with the Board’s ordinary course of business are pending or
may arise.
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NOTE 8 -

NOTE 9 -

NOTE 10 -

COMPLIANCE WITH NEVADA REVISED STATUTES AND NEVADA ADMINISTRATIVE CODE

The Board conformed to all significant statutory constraints on its financial administration during the year
ended December 31, 2015.

COMMITMENTS

The Board entered into an agreement with System Automation to provide professional services for online
licensing maintenance and support. The current agreement requires monthly costs of $4,098 during active
months and $750 to be paid monthly during inactive months. The contract term expires on December 31,
2016, with biennial renewal terms with fees of $4,600 to be paid for the first renewal cycle and $2,400 for the
second or subsequent renewal cycle.

NEW ACCOUNTING PRONOUNCEMENTS AND PRIOR PERIOD ADJUSTMENT

In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for Pensions - An
Amendment of GASB Statement No. 27, effective for periods beginning after June 15, 2014. In addition,
GASB issued Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date. The objective of these statements is to improve accounting and financial reporting by
state and local governments for pensions. It also improves information provided by state and local
governmental employers about financial support for pensions that is provided by other entities. These
statements result from a comprehensive review of the effectiveness of existing standards of accounting and
financial reporting for pensions with regard to providing decision-useful information, supporting assessments
of accountability and inter-period equity, and creating additional transparency. These statements replace
the requirements of Statement No. 27, Accounting for Pensions by State and Local Govemmental
Employers, as well as the requirements of Statement No. 50, Pension Disclosures, as they relate to
pensions that are provided through pension plans administered as trusts or equivalent arrangements that
meet certain criteria. Management has implemented the statements during the year ended December 31,
2015.

As a result of the implementation of these statements, the accompanying financial statements have been
adjusted to reflect a restatement of beginning net position to fully reflect the June 30, 2013 net pension
liability. This prior period adjustment and the restatement represent an increase in non-current liabilities and
an offsetting decrease to the beginning governmental activities net position on the government-wide
statement of net position in the amount of $3,833,867 and the deferred outflows of resources for the plan
contribution for the year ended December 31, 2014 of $414,731.
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NEVADA STATE BOARD OF MEDICAL EXAMINERS
STATEMENT OF REVENUE AND EXPENSES - BUDGET AND ACTUAL
FOR THE YEAR ENDED DECEMBER 31, 2015
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED DECEMBER 31, 2014)

2015 2014
Actual Variance to Actual
Original Amounts Final Budget Amounts
and Final Budgetary Favorable (Memorandum
Budget Basis (Unfavorable) Only)
OPERATING REVENUE
Fines and fees
License and registration fees $ 3,338,100 $ 3,646,942 $ 308,842 $ 3,253,209
Application fees 372,400 506,200 133,800 444,125
Compliance administration
reimbursements 100,100 26,165 (73,935) 82,395
Miscellaneous revenue 280,900 286,122 5,222 164,999
Total revenue 4,091,500 4,465,429 373,929 3,944,728
OPERATING EXPENSES
Personnel services
Staff 1,911,400 1,885,112 26,288 1,748,160
Board members 14,700 11,100 3,600 16,050
Taxes 49,600 51,286 (1,686) 49,404
Retirement program 442 800 398,714 44,086 419,576
Employee health insurance 341,600 288,802 52,798 312,053
2,760,100 2,635,014 125,086 2,545,243
Travel 56,500 62,464 (5,964) 58,211
Operating
Audit 12,000 12,000 - 12,000
Bad debt expense - 21,233 (21,233) -
Bank charges 148,000 163,703 (56,703) 16,941
Background investigation 63,300 42,277 21,023 37,370
Education and training 5,500 4,302 1,198 11,127
Depreciation 49,300 36,696 12,604 22,783
Dues and registration 4,500 5,416 (916) 3,838
Equipment maintenance 10,400 28,929 (18,529) 16,769
Equipment rental 18,000 22,804 (4,804) 14,771
Hearing officers 55,200 13,104 42,096 25,317
Insurance 4,600 4,511 89 4,504
Investigation 126,600 253,488 (126,888) 165,957
Legal 118,600 75,139 43,461 79,877
Licensing expense 1,400 1,278 122 690
Lobbying 2,000 1,199 801 6,293
Office rent 163,600 165,698 (2,098) 164,470
Office supplies 83,100 100,252 (17,152) 67,265
Postage 35,300 43,897 (8,597) 25,824
Printing and copying 13,500 5,744 7,756 8,277
Telephone 20,400 29,432 (9,032) 18,396
Web hosting fees 80,000 86,658 (6,658) 56,504
1,015,300 1,107,760 (92,460) 758,973
Total expenses 3,831,900 3,805,238 26,662 3,362,427
Operating income 259,600 660,191 400,591 582,301
NONOPERATING REVENUE (EXPENSES)
Investment income 20,200 37,465 17,265 28,101
Change in net position $ 279,800 $ 697,656 $ 417,856 $ 610,402
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NEVADA STATE BOARD OF MEDICAL EXAMINERS
SUPPLEMENTARY PENSION INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2015

Proportion of the net pension liability
Proportionate share of the net pension liability

Covered-employee payroll

Proportionate share of the net pension liability as
a percentage of its covered-employee payroll

Plan fiduciary net position as a percentage of the total pension liability

See accompanying notes
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REPORT ON INTERNAL CONTROL AND COMPLIANCE

27



Kohn & Company..

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
OVER FINANICAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

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

We have audited the financial statements of the Nevada State Board of Medical Examiners, as of and for the year ended
December 31, 2015, and have issued our report thereon dated April 22, 2016. 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.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Nevada State Board of Medical
Examiners’ internal control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Nevada State Board of Medical Examiners’ internal control.
Accordingly, we do not express an opinion on the effectiveness of the Nevada State Board of Medical Examiners’ internal
control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely
basis. A material weakness is a deficiency, or a combination of deficiencies, in intemal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in intemal
control that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies.
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Nevada State Board of Medical Examiners’ financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This
report is an integral part of an audit performed in accordance with Govermment Auditing Standards in considering the
entity’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Kol o Cbm,f)a,m,é ey

Reno, Nevada
April 22, 2016

5310 Kietzke Lane, Suite 101, Reno, Nevada 89511 - 775-828-7300 - Fax: 775-828-7305
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