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Audit           

Highlights       

Highlights of Legislative Auditor report on the 

Office of Energy issued on February 2, 2012.  

Report # LA12-13. 

Background                        
The Office of Energy (Office) is responsible 

for implementing the Governor’s energy policy 

and serving as the State’s point of contact with 

the U.S. Department of Energy (DOE).  The 

Office administers grants and contracts that 

encourage conservation and energy efficiency, 

the development and utilization of Nevada’s 

renewable energy resources, and the promotion 

of economic development.  It facilitates 

cooperation between key stakeholders and 

leads initiatives to attract energy related 

businesses to Nevada.  The Office is also 

involved in several activities including 

developing energy plans, energy policy 

development and implementation, technical 

assistance, education, and public information.  

The agency is part of the Office of the 

Governor, and is located in Carson City.   

Purpose of Audit                   
The purpose of this audit was to:  (1) determine 

if the Office complied with State Energy 

Program (SEP) Formula and SEP ARRA grant 

requirements, (2) evaluate the Office’s energy 

reduction planning and project selection 

processes, and (3) evaluate performance 

measures including the reliability of reported 

results.  Our audit focused on grant compliance 

and energy reduction planning and project 

selection from July 2009 through December 

2010, and included follow-up work on project 

selection and grant expenditures through 

August 2011.  The audit also focused on 

performance measures and reported results for 

fiscal year 2010 and projections for 2011. 

Audit Recommendations    
This audit report contains five 

recommendations to improve grant oversight 

including subrecipient reporting and on-site 

monitoring.  In addition, five recommendations 

address energy reduction planning and project 

selection.  Finally, four recommendations were 

made to improve the reliability and 

effectiveness of performance measures. 

The Office accepted 12 recommendations and 

rejected 2 recommendations. 

 Recommendation Status     
The Office’s 60-day plan for corrective action 

is due on April 26, 2012.  In addition, the six-

month report on the status of audit 

recommendations is due on October 29, 2012. 

 

 

Office of the Governor 

Summary 
The Office can improve its oversight of energy grants.  Periodic reports from subrecipients were 

infrequent and unsupported.  When reports were provided, information was not always complete or 

reliable.  In addition, the Office has not developed a site monitoring schedule to ensure projects 

comply with grant requirements.  Furthermore, grant payments to subrecipients were not always 

managed according to federal regulations and guidance. 

The Office’s energy reduction planning and project selection processes can be improved.  A plan to 

reduce grid-based energy consumption in Executive Branch agencies has not been prepared as 

required by statute.  As a result, the State may have missed opportunities to further reduce energy 

costs in state buildings over the past 6 years.  In addition, an energy plan would have been a useful 

tool when allocating ARRA funding.  Finally, the Office needs to ensure that planned solar projects 

at state agency sites adequately protect State interests and result in lower energy costs. 

The Office can take steps to improve the reliability and effectiveness of its performance measures.  

Current practices for developing and monitoring performance measures make it difficult to assess 

performance.  Additionally, the Office has changed its measures in each of the last three Executive 

Budgets, making it difficult to assess performance over time.  Finally, we could not verify the 

reliability of measures because documentation supporting reported results was not maintained. 

Key Findings 
Grant subrecipients did not always provide the Office with required quarterly reports.  We found 

only 10 of 78 required quarterly reports were submitted to the Office from June 2010 through 

March 2011.  When subrecipients did provide information, it was not always adequately supported.  

As a result, information generated by the Office and reported to the federal government was not 

always reliable.  

The Office has not developed a site monitoring schedule for ARRA funded projects to define when 

monitoring visits should take place.  Office staff visited 15 of 119 projects that were subject to 

inspection during our audit period.  Aside from one series of site visits, conducted jointly with DOE 

staff, on-site monitoring was typically informal and not well documented.  

The Office complied with other grant requirements reviewed.  In addition, the Office was timely at 

committing funds to qualified projects and promoting projects that leveraged grant funds.   

The Office has not prepared a plan requiring Executive Branch agencies to reduce grid-based 

energy purchases for state-owned buildings by 20% by 2015, as required by state law.  

Additionally, required biannual reports on the general progress toward energy reduction in state 

buildings have not been provided to the Legislative Commission.  During our audit, the Office 

began taking some steps to develop a plan. 

The State recently contracted with a vendor to allow state agencies to enter into agreements to build 

vendor owned solar energy systems.  The vendor will pay costs to construct, operate, and maintain 

solar energy systems, and sell energy generated from the solar panels to state agencies.  Savings or 

loses will not be known for many years because the contracts to purchase power from the vendor 

may last 20 years or more.  Therefore, careful review is needed before entering into agreements 

with the vendor.  

The Office can take steps to improve the process for evaluating Request For Proposals.  We found a 

wide range in scores among evaluators when scoring the same proposal.  Additionally, evaluators 

did not always score all evaluation criteria areas.  As a result, weaknesses in the evaluation process 

could impact applicants selected.   

The Office’s practices for developing and maintaining performance measures make it difficult to 

assess performance.  Most goals lack corresponding performance measures to assess progress 

towards achieving goals.  In addition, some measures are not worded clearly enough to understand 

what is being measured.  Finally, the Office has frequently changed its measures, making it difficult 

to assess performance over time.    

The reported results for most performance measures were not reliable for two reasons.  First, 

documentation supporting reported results was not always retained.  Second, when the Office 

retained supporting documentation, results were not always reported accurately.   

Office of Energy 

For more information about this or other Legislative Auditor 

reports go to: http://www.leg.state.nv.us/audit  (775) 684-6815. 

Audit Division 

                                                                                                            Legislative Counsel Bureau 
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 

Division of Enterprise Information Technology 

Services Information Technology Security 

issued on February 2, 2012.   

Report # LA12-12. 

Background                         
With legislation in 2011, the Department of 

Information Technology was changed to the 

Division of Enterprise Information Technology 

Services and was transferred to the Department 

of Administration.  The mission of the Division 

of Enterprise Information Technology Services 

is to provide services to coordinate efficient, 

effective, and secure use of information systems 

and personnel.  The Division consists of the 

following units: Administrative Services, 

Information Security, and Technical 

Operations.  The Administrative Services unit 

supports the Division’s budgeting, personnel, 

service rate billing, and purchasing functions.  

The Information Security Unit, known as the 

Office of Information Security, provides 

statewide information security services.  The 

Technical Operations unit provides 

programming, web services, mainframe and 

server services, telecommunication services, 

and numerous other information technology 

services.  For fiscal year 2011, the Division 

employed 130 full-time employees statewide 

and had authorized expenditures of over $28 

million.  

Purpose of Audit                   
This audit included a review of information 

technology controls at the Division of 

Enterprise Information Technology Services 

during fiscal year 2011.  The objective of our 

audit was to determine if the Division’s 

information security controls were adequate to 

protect the confidentiality, integrity, and 

availability of sensitive information and 

information systems. 

Audit Recommendations    
This audit report contains 15 recommendations 

to improve the confidentiality, integrity, and 

availability of state information systems.   

The Division accepted the 15 recommendations. 

Recommendation Status      
The Division’s 60-day plan for corrective action 

is due on April 26, 2012.  In addition, the six-

month report on the status of audit 

recommendations is due on October 29, 2012. 

 

Department of Administration 

Summary 
The Division needs to strengthen information system controls to ensure adequate protection over 

systems and data.  The availability of key state information systems can be better ensured by 

updating and testing the state’s primary computing facility’s emergency plans.  Also, the security 

of confidential personal information could be improved with better security oversight of 

occupational licensing agencies or boards.  In addition, web server content should be better 

monitored to prevent accidental release of confidential information.  Furthermore, a systematic 

process to identify statewide information security risks could improve use of security resources.   

Former employees had current network access and better controls are needed over the computing 

facility access cards.  Computer virus protection and critical security updates need to be better 

monitored.  In addition, stronger security can be achieved by encrypting data in newly developed 

software applications, alerting state agencies more timely about newly identified risks, and 

enforcing state password standards. 

Key Findings 
The State’s primary computing facility did not have a written disaster recovery plan.  In addition, 

the facility’s disaster recovery capability has not been tested since 2006.  Such testing reduces 

the time needed to restore critical IT services such as those that may impact public health and 

safety.  In addition, the contingency plan we were provided by the Division had not been updated 

in over 10 years despite numerous changes in the state’s information technology infrastructure 

and changes in employees responsible for enacting parts of the plan.  Without periodic updating 

and testing of these plans, there is greater risk that mission critical IT resources will not be 

restored in an efficient and timely manner when a disaster or other major system failure occurs.   

Most state occupational licensing boards that collect confidential personal information of 

licensees do not currently receive security oversight from the state’s Office of Information 

Security.  The Division indicates that state boards and commissions have avoided any assistance 

or oversight by them.  These boards normally collect applicant social security numbers used in 

determining if the applicants have any unpaid child support payments.  Given the confidential 

nature of the data collected, the Division’s security oversight could help prevent unintended 

disclosure of the information.   

We found Division hosted state websites were not monitored for the release of sensitive 

confidential information as recommended in our prior audit.  As a result, we found confidential 

personal information was again posted on a state website that was viewable to anyone on the 

Internet.  While the primary responsibility for monitoring website content is the agency owning 

the website, a backup monitoring process is needed to detect any confidential personal 

information that is unintentionally posted on the websites.  

We identified nine computer user accounts of former employees whose network access had not 

been disabled.  These accounts could have been identified and disabled if the Division was 

conducting quarterly reviews of user lists as required by state information security standards.   

We identified 18 Personal Identity Verification (PIV) cards that needed to be deactivated.  These 

PIV cards are used by Division employees to gain access to restricted office or computing 

locations.  The PIV cards needing deactivation could have been identified and deactivated if the 

Division was conducting the quarterly audits of the PIV card system as required by the 

Division’s own policies.   

Four of the 32 Division computers we sampled did not have current virus protection as required 

by state security standards.  Without current virus protection, there is increased risk that 

employees with infected computers will lose productive time while their computers are purged of 

the infected files.  In addition, we identified 7 of 32 computers that did not have critical software 

security patches installed as required by state security standards.   

Division of Enterprise  

Information Technology Services 

Audit Division 

                                                                                                            Legislative Counsel  Bureau 
For more information about this or other Legislative Auditor 

reports go to: http://www.leg.state.nv.us/audit  (775) 684-6815. 
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Audit           

Highlights 

Highlights of Legislative Auditor report on the 
Buildings and Grounds Section issued on 
February 2, 2012.  Report # LA12-10. 

Background                         
The Buildings and Grounds Section (B&G) was 
established to protect state assets.  Its mission is 
to proactively manage state facilities; provide 
efficient office space within budget; and reliable 
water delivery.  
Among other duties, B&G provides physical 
building and grounds maintenance, 
housekeeping, and security for most state-owned 
buildings in Carson City, Reno, and Las Vegas.  
This area also provides, locates, and negotiates 
leases for office space for state agencies when 
state-owned buildings are not available. 
Senate Bill 427 of the 2011 Legislative Session 
reclassified Buildings and Grounds from its own 
division to a section within the State Public 
Works Division organized under the Department 
of Administration.  The bill also converted mail 
services to an internal service fund administered 
by the State Library and Archives Division of 
the Department of Administration. 
Since1993, B&G has been required to establish 
a comprehensive energy tracking program for 
buildings occupied by state agencies.  In the 
2011 Legislative Session, Senate Bill 426 
transferred the responsibility of the program to 
the Office of Energy.  However, B&G is still 
required to participate in carrying out the 
provisions of the statute. 

Purpose of Audit                   
The purpose of our audit was to determine if 
adequate controls and processes were in place to 
ensure the efficient, effective, and proper 
administration of certain program and 
administrative activities including performance 
measures, leasing, purchase card procurements, 
and energy tracking. 

Audit Recommendations    
This audit report contains 10 recommendations 
to improve controls and enhance B&G activities.  
These recommendations take the necessary steps 
to improve the reliability of performance 
measurements, enhance the transparency of 
lease procurement activities, and strengthen 
controls over purchase card transactions. 
B&G accepted the 10 recommendations. 

Recommendation Status      
B&G’s 60-day plan for corrective action is due 
on April 26, 2012.  In addition, the six-month 
report on the status of audit recommendations is 
due on October 29, 2012. 

 

 
 

Department of Administration 

Summary 
Buildings and Grounds can improve its oversight of activities related to the proper 
administration of performance measures, leasing, and procurement card activities.  We found 
reported results for performance measures were not always reliable because errors were made 
regarding calculations and classifications.  In addition, a weighted average methodology 
provides a more accurate reflection of B&G’s activities.  Due to calculation and methodology 
errors, the measures reported by B&G were significantly different than those determined after 
corrections were made.  Since measures are used by the Legislature and other stakeholders to 
determine B&G’s performance, accuracy and reliability are critical to assessing performance 
and ensuring public trust. 
Administration and documentation over certain leasing activities can be improved.  B&G did 
not always analyze or document certain facets of lease negotiations.  As a result, we could not 
always determine whether leases were advantageous to the State.  Additionally, errors and 
inaccuracies were noted regarding the number and amount of renegotiated leases and related 
savings published by B&G.  Leasing activities are a significant function for B&G and better 
procedures will help ensure the State receives the best lease rates available. 
Purchase card transactions were not always in compliance with B&G or statewide policies and 
procedures.  Our testing revealed transactions exceeded established limits, improper transaction 
approvals, incomplete agreements, and other minor errors.  Furthermore, B&G has a significant 
number of cardholders and monthly financial exposure from issued purchase cards.  While we 
did not find instances of fraud or abuse, items purchased can be easily converted to personal use 
making proper and effective controls necessary. 

Key Findings 
Key performance measures were not reliable due to mathematical and clerical errors, the 
inclusion of inaccurate and unsupported costs, and the misclassification of certain properties.  
We examined four measures that evaluated leasing activities and found them to be unreliable.       
Three of the four performance measures tested had methodological flaws in their calculations.  
B&G used a simple averaging methodology to calculate performance measures for each urban 
area and the overall state rate.  Using a weighted average provides more accurate results 
regarding B&G’s performance.  A simple average gives equal weight to all leases, ignoring the 
size of the leased premises, while a weighted average takes into account the proportional 
relevance of each component.   
When corrected for mathematical, clerical, and methodology errors, higher state and market 
rates were determined.  We found corrected performance measures for state leasing rates went 
from $1.52 per square foot as calculated by B&G to $1.61.  In addition, market rates went from 
$1.74 as calculated by B&G to $1.85.  Finally, a nearly $1 million reduction to the overall 
savings achieved from leasing activities resulted from changes to per square foot leasing rates.  
B&G did not document lease negotiation activities for many of the leases we reviewed.  As a 
result, we could not always determine whether negotiated lease rates were advantageous to the 
State.  Better analysis and documentation will ensure rates obtained are appropriate.   
Renegotiated lease savings were overstated.  Savings for 6 of the 20 leases reviewed were not 
the result of renegotiations, but were renewals of expired leases.  Errors resulted in about half of 
the savings reported being improper.   
Payment errors were made in 5 of 29 renewed and renegotiated leases tested for about $145,000 
in overpayments.  While B&G negotiates and executes lease agreements, agencies make 
quarterly payments.  The majority of the overpayment, related to one lease agreement, has been 
recovered.   
Purchase card transactions exceeded established limits in 6 of 26 purchases reviewed.  Limits 
were exceeded because transactions were split and limits were electronically adjusted 
temporarily by B&G personnel.  We also found certain purchase card agreements, also required 
by statewide policies were not always fully executed prior to card issuance.   
B&G has significant exposure to potential loss because it has issued procurement cards to most 
employees and monthly limits are high for certain cards.  Also, some employees used cards 
infrequently indicating cards may not be a necessity.   

 

 

Buildings and Grounds Section 

Audit Division 

                                                                                                         Legislative Counsel Bureau 
For more information about this or other Legislative Auditor 
reports go to: http://www.leg.state.nv.us/audit  (775) 684-6815. 
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 
Gaming Control Board issued on March 8, 
2011.  Report # LA12-01. 

Background                         
Nevada’s gaming industry is regulated through 
a two tiered system comprised of the Gaming 
Control Board (Board) and the Nevada Gaming 
Commission (Commission).  The Board is a 
three-member body appointed by the Governor 
serving in a full-time capacity.  
Recommendations of the Board in licensing 
matters are considered and acted upon by the 
five-member Commission who are appointed 
by the Governor.  An eleven-member Gaming 
Policy Committee also serves as an advisory 
group to the Board and Commission.  The 
mission of the Board is to govern Nevada’s 
gaming industry through strict regulation of all 
persons, locations, practices, associations, and 
related activities.  The Board protects the 
integrity and stability of the industry and 
ensures the collection of gaming taxes and fees.  
In fiscal year 2010, the Board collected over 
$829 million in gaming taxes and fees.   
The Board is comprised of seven divisions:  
Administration, Audit, Corporate Securities, 
Enforcement, Investigations, Tax and License, 
and Technology.  In fiscal year 2010, the Board 
had $42 million in expenditures and 434 filled 
positions as of June 2010. 

Purpose of Audit                   
The purpose of this audit was to determine if the 
control and related practices prescribed by NRS 
463.157 to 463.1592 have been efficiently, 
effectively, and equitably administered, and if 
collection and administrative controls over 
certain assets were adequate.  This audit 
included a review of the Board’s audit and 
certain administrative activities during fiscal 
year 2010, and the preceding fiscal year for 
some areas. 

Audit Recommendations    
This audit report contains five recommendations 
to improve administrative controls.  These 
recommendations take necessary steps to 
properly secure assets and administer outside 
bank accounts.  Furthermore, the Board should 
develop accounts receivable procedures to 
ensure accurate and consistent reporting. 
The Board accepted the five recommendations. 

Recommendation Status      
The Board’s 60-day plan for corrective action is 
due on June 1, 2011.  In addition, the six-month 
report on the status of audit recommendations is 
due on December 1, 2011. 

 

Summary 
The Gaming Control Board’s activities and processes were effective in ensuring licensee audits 
were performed and gaming taxes collected, but some improvements to certain administrative 
controls can be made.  The Board’s Audit Division sufficiently regulated licensees compliance 
with gaming laws and regulations by effective report monitoring and efficient audits.  In 
addition, the Board’s Tax and License Division demonstrated an effective process for collecting 
gaming taxes and fees, which resulted in 99% of gaming taxes being collected during fiscal year 
2010.  Strong regulatory oversight is necessary to protect the integrity and the stability of 
Nevada’s gaming industry and to ensure the accurate collection of gaming taxes and fees, which 
are an essential source of state revenue.   
Enhancements to certain administrative controls will help ensure assets are safeguarded and 
transactions and reports are proper.  Investigation payments received in the Board’s Carson City 
office should be stored more securely prior to deposit.  Further, improvements are needed over 
outside bank accounts to ensure deposits are made timely, accounts are properly administered, 
and inactive accounts are closed.  Finally, accounts receivable reporting can be more consistent. 

Key Findings 
The Audit Division has efficiently, effectively, and equitably administered state laws concerning 
the financial practices of licensees.  The Board has adopted regulations and monitored 
compliance with regulations to strengthen licensees internal control systems.  We tested 20 
Group I licensees and found the Division has ensured required reports were submitted timely 
and appropriate action for late filers was taken.  
Our review of performance information found the Division maintains valid and reliable 
information to manage its activities.  Furthermore, the Audit Division has maintained its 
effectiveness in conducting licensee audits, demonstrated by a high percentage of audits with no 
significant regulatory violations.   
The Board has an effective process for the collection of gaming taxes and fees.  Our testing of 80 
payments, totaling $44.1 million, found the Board’s controls provide reasonable assurance that 
gaming taxes and fees are collected and processed accordingly.  The Board has maintained a 
collection rate of more than 99% due to effective processes and the ability to revoke or suspend 
licensees who are more than 30 days delinquent.  
Improvements can be made to the safeguarding of investigation payments received at the 
Board’s Carson City office.  Payments received during our audit were stored in an unlocked 
filing drawer in the office’s reception area.  Although the office is secure from the general 
public, all employees can access the drawer where checks are stored.  The office receives checks 
worth thousands of dollars regularly, so adequate safeguarding of these items is important.  
The Board’s Administration Division did not always deposit reimbursements timely into its 
investigative travel account.  NRS 353.250 requires agencies to make deposits by Thursday of 
each week for all money received during the previous week.  We reviewed ten deposits totaling 
$177,000 made into the Board’s various bank accounts and found six deposits containing 
$33,000 in checks that were deposited between 1 and 6 days late.   
The Board has established an outside bank account to help carry out its activities.  The processes 
used for this account were not the same as those provided for in statute.  Even though the 
Board’s current process provides adequate control over the account, actual processes and those 
specified in statute should be the same.  
The Board has an outside bank account that is no longer necessary and has not been used for 
several years.  The Board operated this account for certain investigative activities that are now 
performed by the federal government.  The account has a $40,000 balance, even though no 
activity has occurred since April 2007.  
The Board’s Tax and License Division did not consistently report accounts receivable.  As of 
June 30, 2010, the Division reported $97,000 in receivables to the State Controller and 
$1,892,000 to the Legislative Counsel Bureau.  Submitting consistent receivable reports will 
provide users of this information an accurate accounting of debts owed to the State. 
 
 

 

Gaming Control Board 

Audit Division  

                                                                                                        Legislative Counsel Bureau 
For more information about this or other Legislative 
Auditor reports go to: http://www.leg.state.nv.us/audit  
(775) 684-6815. 
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 

Division of Insurance issued on           

September 19, 2012.  Report # LA12-20. 

Background                         
The Division has the responsibility to ensure 

that insurance companies doing business in 

Nevada are financially solvent and that Nevada 

policyholders are treated fairly.  To carry out 

this mission, DOI is responsible for financial 

and market regulation of the state’s $12 billion 

insurance industry.  Financial regulation seeks to 

protect the policyholders from insurers who are 

unable to meet their financial obligations.  

Market regulation attempts to ensure that 

insurers are able to provide products to the 

consumer in a fair and reasonable marketplace 

and prevent abusive practices that could harm 

the consumer. 

The Division consists of the Commissioner’s 

Office and the following operating sections: 

Corporate & Financial Affairs, Legal & 

Enforcement, Life & Health, Property & 

Casualty, Producer Licensing, Self-Insured 

Workers’ Compensation, and Consumer 

Services.   

DOI has eight operating budget accounts and 

also administers four non-operating budget 

Seven of the operating accounts are accounts.  

funded by assessments and various user fees, 

and one account is funded by an appropriation.  
Actual expenditures for fiscal year 2011 were 

about $16 million, which includes 

approximately $2 million in intra-agency 

transfers.  For fiscal year 2012, the Division had 

a total of 85 authorized positions. 

Purpose of Audit                   
The purpose of this audit was to determine if the 

Division effectively monitors:  (1) revenues and 

accounts receivable, and (2) required industry 

reports and examinations.  Our audit focused on 

the Division’s activities for the period from   

July 1, 2010 through March 31, 2012. 

Audit Recommendations    
This audit report contains 10 recommendations 

to improve the monitoring of accounts 

receivable, required industry reports, and 

examinations.  

The Division accepted the 10 recommendations. 

Recommendation Status      
The Division’s 60-day plan for corrective action 

, the is due on December 18, 2012.  In addition

six-month report on the status of audit 

recommendations is due on June 18, 2013. 

 

Department of Business and Industry 

Summary 
The Division of Insurance (DOI) needs to improve its oversight of accounts receivable.  We 

found DOI did not adequately monitor its accounts receivable for certain fees and taxes.  For 

example, collection efforts were often not timely for annual fees and examination fees.  

Further, accounts were not turned over to the State Controller’s Office in a timely manner and 

some captive insurers did not pay past due premium tax.  Improvements to these processes 

would help ensure prompt payment from active companies, and reduce the risk that delinquent 

accounts from inactive companies are not paid.   

Better monitoring of required industry reports is needed to help ensure adequate financial and 

market regulation.  We found DOI did not always take appropriate action to ensure required 

industry reports were submitted and reviewed timely.  Timely submittal and review of 

financial and other important reports facilitates timely detection of problems, which helps 

protect consumers.  Further, enforcement efforts were not consistent and timely when entities 

did not comply with reporting requirements.   

Examinations of title companies and self-insured workers’ compensation companies were not 

performed as required.  Examinations can identify deficiencies that require corrective action.  

Timely detection and correction of financial concerns help ensure consumers are adequately 

protected.  

Key Findings 
Our review of past due annual fees found:  (1) untimely collection efforts, (2) accounts for 

inactive companies were not sent to collections timely, (3) invoices improperly issued were not 

voided timely, and (4) payments were not entered in the accounting system timely.  All 36 

invoices tested had problems.  For example, two active companies owe annual fees that were 

due March 2011.  There was no evidence of collection efforts prior to our inquiries in May 

2012.  NRS 680A.180 requires each insurance company authorized to transact insurance in 

Nevada to pay an annual continuation fee.  If the continuation fee is not paid timely, an 

insurer’s certificate of authority expires at midnight on May 31.   

The Corporate & Financial Affairs Section did not always perform timely review of reports 

significant to monitoring financial solvency for domestic companies.  For 12 of 20 companies, 

the audited financial statements and actuarial opinions were either not reviewed or not 

reviewed timely.  As a result, there is an increased risk companies with financial concerns 

might not be identified prior to problems occurring.   

Controls need to be improved for required industry reports monitored by the Producer 

Licensing and Workers’ Compensation Sections.  We found follow-up was not timely when 

companies did not submit certain reports and reports were not always reviewed timely.  For 

example, 15 of 20 Producer Licensing reports and 17 of 20 Workers’ Compensation reports 

were not reviewed timely.  

DOI did not take timely enforcement action when certain reporting requirements were not met.  

For example, we tested 25 workers’ compensation companies and found enforcement was not 

timely for all 25 companies.  It took from 74 to 335 days after the report was due until a 

Consent to Fine (CTF) was issued.  This included 16 instances of no action for 150 days or 

more.  It is inequitable when some companies do not comply with laws and regulations, and 

enforcement is not timely.  In addition, when action was taken to issue a CTF many were 

issued in error.  A CTF involves a matter that has not gone to hearing.  For instance, a CTF 

should be sent when a party has failed to file a required report.  It is an offer made to the party 

to settle for a fine amount that is usually less than the maximum allowed in statute.   

DOI did not always ensure title companies and workers’ compensation companies had timely 

examinations.  According to DOI records, 33 of 53 title companies did not have an 

examination in 2011.  We selected 20 of these companies and found no evidence of an 

examination.  NRS 692A.100 requires annual examinations of title companies, title agents, and 

escrow companies.  The purpose of these examinations is to determine the company’s financial 

condition, fulfillment of contractual obligation, and compliance with law.  We also found 

exceptions for 14 of 30 workers’ compensation companies tested.  The purpose of these 

examinations is to determine the adequacy of the company’s security deposit; sufficiency of 

reserves; and the reporting, handling and processing of claims.  
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 

Division of Industrial Relations issued on 

September 19, 2012.  Report # LA12-17. 

Background                         
The mission of the Division of Industrial 

Relations is to promote the health and safety of 

Nevada employees and ensure injured employees 

receive all benefits to which they are entitled.  

The Division includes the following sections: 

Workers’ Compensation, Occupational Safety 

and Health Administration (OSHA), Mine Safety 

and Training, and Safety Consultation and 

Training.   

The Division maintains offices in Carson City, 

Henderson, and Reno, with additional offices for 

the Mine Safety and Training Section in Elko, 

Tonopah, and Winnemucca.  For fiscal year 

2012, the Division had a total of 214 positions.  

During fiscal year 2011, the Division had total 

revenues and expenditures of nearly $18.2 

million. 

Purpose of Audit                   
The purpose of the audit was to determine 

whether internal controls at the Division ensure 

assessments are accurate and timely and state 

laws governing collections are followed.  In 

addition, to determine whether controls provide 

reasonable assurance that information systems 

facilitate timely inspections of mechanical 

objects (boilers, elevators, and other equipment), 

ensure the timely processing of workers’ 

compensation claims, and protect personally 

identifiable information.  This audit included a 

review of the Division’s activities related to the 

Occupational Safety and Health Administration, 

Workers’ Compensation Section, and VERSA 

information system occurring during fiscal year 

2011, and assessments occurring during fiscal 

year 2010. 

Audit Recommendations    
This audit report contains three recommendations 

to help improve the Division’s compliance with 

state law over the collection of fines and 

penalties.  In addition, three recommendations 

were made to help ensure that personally 

identifiable information is safeguarded.  Finally, 

two recommendations were made to help 

improve the Division’s monitoring of 

information systems.  

The Division accepted the eight 

recommendations. 

Recommendation Status      
The Division’s 60-day plan for corrective action 

, the is due on December 18, 2012.  In addition

six-month report on the status of audit 

recommendations is due on June 18, 2013. 

 

Department of Business and Industry 

Summary 
While assessments are accurate and timely, the Division can improve its revenue collection 

process through improvements to internal controls and accounts receivable lists.  For example, 

internal controls were not adequate to ensure collection efforts were timely and in compliance 

with state law.  In addition, past due debts from fines and penalties were not transferred to the 

State Controller’s Office during the required timeframe.  Furthermore, accounts receivable 

reports are not reliable.  Finally, policies and procedures over collection efforts are not 

adequate.  

The Division does not adequately protect claimants’ personally identifiable information, such as 

social security numbers.  Although we did not identify indications of a security breach, 

personally identifiable information was stored unencrypted on several of the Division’s 

databases.  In addition, the Division sends and receives unencrypted emails containing social 

security numbers and other sensitive information.  In the event of a security breach, Nevada 

citizens could be at risk of having their personal information used in a fraudulent manner.   

Oversight of the VERSA information system needs improvement.  The VERSA system is used 

to monitor the OSHA Mechanical Unit inspections (boilers, elevators, and other equipment) and 

Workers’ Compensation cases.  We found past and current efforts to manage the contract and 

vendor have resulted in a system with dual entry of data into other programs and a lack of 

reporting capabilities.  In addition, better prioritization in resolving problems should be 

implemented.  Key decisions in the procurement and development phases could have prevented 

some of the problems associated with the system. 

Key Findings 
The Division did not turn over past due fines and penalties in accordance with time limits 

specified in statute.  We identified over $180,000 in past due fines and penalties that should 

have been turned over to the Controller’s Office for collection.  Our review of 42 Workers’ 

Compensation cases with outstanding debt identified 35 cases that should have been turned over 

to the Controller’s Office that were either late or not sent at all.  For example, 11 cases that were 

turned over were an average of 6 months past due at the time.  In addition, for 24 cases not 

turned over, the investigation had been completed 2½ years prior to our testing.  Further, the 

Division had not sent demand letters requiring payment for 19 of the cases which were an 

average of 16 months overdue.   

Our testing of 25 OSHA cases with outstanding balances identified 12 that should have been 

turned over to the Controller’s Office for collection, but had not been.  These cases were 

between 9 and 619 days past the Controller’s 60-day requirement at the time of testing.  By not 

turning the debt over to the Controller’s Office, the Division was unable to participate in the 

state’s Debt Offset Program, which helps ensure collection of money owed to the State.  Under 

this program, a vendor can be put in a hold status which would cause any payment made to the 

vendor to be rejected.  The amount of the payment is then applied to the outstanding debt due to 

the State.   

The Workers’ Compensation and OSHA Sections did not maintain complete or accurate aged 

accounts receivable reports.  For example, the receivable report used by the Workers’ 

Compensation Section for reporting outstanding debt to the State Controller’s Office did not 

include all cases.  We identified 189 cases in the section’s active account files that were not on 

the aged accounts receivable reports.   

The Division does not adequately protect claimants’ personally identifiable information, such as 

social security numbers.  We identified unencrypted social security numbers on several of the 

Division’s application databases.  In addition, the Division sends and receives unencrypted 

emails containing claimants’ social security numbers.   

The Division did not provide adequate oversight during implementation of the VERSA 

information system used for OSHA Mechanical Unit inspections and Workers’ Compensation 

cases.  The system lacks sufficient reporting capabilities resulting in staff using other programs 

to create reports.  In addition, updating information for Mechanical Unit inspections can be a 

time consuming process.  Also, the Division did not have a prioritized approach for ensuring the 

system’s most critical shortcomings are corrected.  Finally, the Division did not enforce contract 

terms during the implementation process such as comprehensive end user testing and holding 

back final payments until corrections had been made.   
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 

Housing Division issued on April 17, 2012.  

Report # LA12-14. 

Background                         
One of the Division’s responsibilities is to 

administer the Low-Income Weatherization 

Assistance Program.  The weatherization 

assistance program uses state and federal 

funding to provide weatherization measures to 

low-income households.  The objective of the 

program is to increase the energy efficiency of 

dwellings owned or occupied by low-income 

persons, reduce their total expenditures on 

energy, and improve their health and safety.  

The process of making the dwellings energy-

efficient includes installing energy measures 

such as insulation, energy efficient windows, 

and solar screens. To carry out this program, the 

Division selects subrecipients that determine 

applicants’ eligibility and hire contractors to 

install the weatherization measures.  The 

American Recovery and Reinvestment Act 

(ARRA) of 2009 provided a significant increase 

to weatherization funding.  Weatherization 

program funding increased from approximately 

$5.7 million in fiscal year 2009 to 

approximately $26.9 million in fiscal year 2011.     

Purpose of Audit                   
The purpose of this audit was to determine if the 

Division has established adequate controls to 

ensure compliance with ARRA weatherization 

program requirements and accurate reporting of 

performance information.  This audit included a 

review of the Division’s ARRA funded 

weatherization project activities and reported 

performance information during fiscal years 

2010 and 2011.   

Audit Recommendations    
This audit report contains two recommendations 

to help improve subrecipients’ verification of  

applicant eligibility, and documentation of 

contractor inspections.  In addition, one 

recommendation was made to help improve the 

accuracy of some reported performance 

information.   

The Division accepted the three 

recommendations.   

Recommendation Status      
The Division’s 60-day plan for corrective action 

is due on July 12, 2012.  In addition, the six-

month report on the status of audit 

recommendations is due on January 14, 2013. 

 

Department of Business and Industry 

Summary 
The Division’s oversight of ARRA weatherization funding was effective and helped ensure 

funding was spent timely and appropriately.  As of December 2011, about $35.7 million was 

expended to install weatherization measures in low-income homes and typically included attic 

and floor insulation, energy efficient windows, or solar screens.  Controls to monitor 

subrecipients and contractors’ activities were established by the Division and contributed to the 

program’s success.  However, the Division can strengthen a few processes related to 

subrecipients’ documentation of inspections and verification of applicants’ program eligibility.   

The Division has established an effective method to collect reliable performance information for 

the weatherization program.  Specifically, it developed a database that tracks subrecipient 

weatherization activities, and staff performs procedures to validate the information reported in 

the database.  Reliable information is important so the Division can monitor subrecipients’ 

activities and report program results.  Although we found the reported information to be reliable, 

the Division can improve the accuracy of data in a few areas.   

Key Findings 
The Division established an effective process to ensure ARRA weatherization funding was spent 

timely and directed at cost-effective weatherization measures.  This funding was allocated 

throughout the State to help low-income families.  Our review of 100 files, totaling about $1 

million in project costs, identified that funds were spent on priority measures that were billed 

according to pre-approved contractor prices.   

The Division has established controls to monitor subrecipients.  Our review of 100 project files 

found subrecipients were timely when:  (1) approving applications, (2) performing energy 

assessments, (3) completing projects, and (4) performing final project inspections.  The 

Division’s controls help provide reasonable assurance that subrecipients’ activities comply with 

program requirements and that weatherization funds are used appropriately.    

The Division has established controls to ensure effective monitoring of contractors’ work.  

Effective monitoring of contractors helped ensure approved weatherization measures were 

installed and the workmanship was of good quality.  Our inspection of 40 homes identified only 

a few instances where measures paid for were not installed.  These uninstalled measures totaled 

$1,092 of approximately $405,000 in project costs, less than 1% of the amount inspected.  
Although monitoring was effective, we identified a few instances where inspection forms, used 

by the subrecipients to review contractor work, were not properly completed.    

The process to determine applicant eligibility for the weatherization program can be 

strengthened.  Although subrecipients documented applicants’ reported income and household 

size, additional documentation and procedures would help verify all household income is 

correctly reported.  For 19 of 100 weatherization files tested, better documentation was needed to 

support the applicants’ incomes.  In addition, 28 files contained conflicting documentation 

pertaining to the household size.  When adequate steps are not taken to verify applicants’ 

incomes, limited weatherization funding may not be available for those applicants that need it the 

most.   

The Division has reliable performance information related to its weatherization activities.  Our 

testing found only a 4% error rate when reviewing weatherization information used by the 

Division to report performance.  Reliable performance information is important so the Division 

can monitor subrecipients’ weatherization activities.  Furthermore, governing officials and 

citizens can use this information to evaluate the results of the Division’s program.   

The weatherization data reported by the Division is reliable; however, additional training and 

monitoring can improve data accuracy in a few areas.  Although our testing identified an overall 

error rate of only 4%, the errors identified occurred more frequently in certain areas.  For 

example, for 28% of the files reviewed, subrecipients did not input the correct draft reduction 

amounts realized through their installation of weatherization measures.  Providing additional 

training and monitoring to subrecipients will help improve data reliability in areas where errors 

were more frequent.   
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 

Office of Labor Commissioner issued on     

April 12, 2011.  Report # LA12-02. 

Background                         
The Office is responsible for enforcement of all 

labor laws not specifically vested in any other 

officer, board, or commission.  The Office does 

not enforce statutes related to unemployment, 

workers compensation, workplace safety, 

employment discrimination, and public 

employees. Major responsibilities of the Office 

are: (1) to investigate complaints (referred to as 

claims) received from employees claiming their 

employer did not pay them the correct amount 

of wages, and (2) to establish and monitor the 

prevailing wage rates on public works projects.   

The agency has an office in Las Vegas and in 

Carson City.  As of September 2010, it had 18 

employees.  The Office is funded entirely by a 

General Fund appropriation.  Expenditures were 

about $1.42 million in fiscal year 2010.  The 

Office also has a bank account under its custody.  

The account is used to deposit money received 

from employers and to write checks to 

claimants.  Total deposits into the account in 

2010 were a little over $1.9 million.   

Purpose of Audit                   
The purpose of this audit was to determine if the 

Office of Labor Commissioner has: (1) effective 

controls to safeguard the receipt and 

disbursement of claim monies, (2) sufficient 

controls in place to ensure the timely resolution 

of wage claims, and (3) sufficient and reliable 

information for management and external 

parties.  Our audit focused on wage claims in 

fiscal year 2010, but included prior fiscal years 

for procedures concerning contractors with 

multiple substantiated claims.   

Audit Recommendations    
This audit report contains five recommendations 

to improve safeguarding of cash received from 

employers on behalf of claimants. In addition, 

the report has three recommendations to help 

ensure wage and hour claims are resolved 

timely.  Finally, there are four recommendations 

to improve the information available to 

supervisors that monitor claim investigations 

and to external parties.   

The Office accepted the 12 recommendations. 

Recommendation Status      
The Office’s 60-day plan for corrective action is 

due on July 7, 2011.  In addition, the six-month 

report on the status of audit recommendations is 

due on January 9, 2012. 

 

Department of Business and Industry 

Summary 
By modifying its longstanding practices, the Office can get money to claimants faster, eliminate 

many time-consuming tasks performed by staff, and reduce the risk of money being lost or 

stolen.  The current process for remitting money to claimants is inefficient and delays the 

delivery of money to claimants by 2 to 3 weeks.  Most of the inefficiencies are a result of the 

Office’s practice of depositing money received from employers into its outside bank account and 

then writing checks to disburse the money to claimants.  Significant improvements can be 

achieved by sending checks received from employers directly to claimants, as is done in other 

states. 

Although the Office resolved many claims timely, it can improve the effectiveness of its claim 

investigations by monitoring timeliness better, assessing penalties more consistently, and 

reporting amounts unpaid by employers to the State Controller to pursue collection.  Finally, 

sufficient and reliable management information is needed to oversee investigations and to report 

important information to external parties, including the Governor, Legislature, and State 

Contractors’ Board. 

Key Findings 
The information system used to record the collection and disbursement of cash held in an outside 

bank account is not adequately secured.  Weaknesses included inadequate passwords, a lack of 

edit logs to track which employee creates or modifies a record, and the ability to modify system 

information at any time.  These weaknesses increase the risk fraud could occur and go 

undetected.  This account had disbursements of $1.9 million in fiscal year 2010.  

The Office’s process for remitting money to claimants is inefficient and delays the delivery of 

money to claimants by 2 to 3 weeks.  Most inefficiencies are a result of the longstanding practice 

of depositing money received from employers and then writing checks to claimants.  Other 

inefficiencies come from the information system itself.  Other states remit checks directly to 

claimants, which eliminates many tasks required by the Office’s current process.   

For most of the wage and hour claims filed, the employer did not object and therefore remitted 

money to the Office, which then forwarded the money to the claimant.  However, when the 

employer filed an objection to the claim, the Las Vegas office often did not take timely action to 

resolve the claim.  Some claims remained open for several months or even years without any 

action.  Delays can cause financial hardship to workers and their families.   

Penalties were not always assessed correctly or consistently.  In 7 of 24 claims, the penalty was 

not calculated using the correct number of days as outlined in statute.  In 12 of 24 claims, the 

penalties were not consistent with the Office’s informal policy.  The differences included some 

claims where the employer paid less than the required penalty, but the Office accepted the lesser 

payment without documenting why it was accepted or supervisory approval.   

In fiscal year 2010, the Office did not report to the State Controller over $1.7 million in debts 

owed by employers to the Office on behalf of claimants.  When debts are not reported, the 

Controller is not able to pursue actions to collect monies owed to claimants. 

The Office’s information system does not provide sufficient and reliable information necessary 

to track and monitor wage and hour claim investigations.  Specifically, the system can only be 

queried to show basic information such as the number of claims.  Also, the Office had to review 

each of the almost 2,800 claims opened during the year to compile information for a performance 

measure, since the system could not provide the information.   

NRS 607.165 requires the Office to notify the State Contractors’ Board when three substantiated 

claims have been made against a contractor in a 2-year period.  The Office has not notified the 

Board in part because the Office’s information system is not capable of easily identifying such 

contractors.  Based on multiple queries of the system data and review of files, we identified 13 

contractors with 3 or more claims in a 2-year period.    

The Office has not prepared a report of its activities for external parties, including information on 

claims it investigated.  NRS 607.080 requires the Commissioner to prepare a biennial report for 

the Governor and Legislature that includes statistical information relating to the Office’s 

statutory objectives.  Without such data, decision-makers might not have the information they 

need to make informed decisions regarding labor related trends. 
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 
Aging and Disability Services Division issued 
on October 17, 2011.  Report # LA12-04. 

Background                         
The Division for Aging Services was created in 
1971.  In 2009, the Office of Disability Services, 
Senior and Disability Rx Programs, Traumatic 
Brain Injury Programs, and other related 
responsibilities were merged with the Aging 
Services Division.  The agency was renamed the 
Aging and Disability Services Division 
(Division). 

The Division’s mission is to develop, 
coordinate, and deliver a comprehensive support 
system of essential services that will allow 
Nevada’s elders and those with disabilities to 
lead independent, meaningful, and dignified 
lives.  In the 2011-2013 Executive Budget, the 
Division reported on 44 performance measures.   

The Division’s funding totaled $57 million in 

fiscal year 2010.  The largest funding sources 
were General Fund appropriations and grants.  
Program costs made up 74% of the Division’s 
expenditures.  The Division was authorized 206 
full-time positions for fiscal year 2010. 

Purpose of Audit                   
The purpose of this audit was to evaluate the 
Division’s performance measures, including the 
reliability of reported results.  The audit focused 

on the Division’s performance measures 
reported for fiscal year 2010. 

Audit Recommendations    
This audit report contains three 
recommendations to improve administrative 
controls over performance measures.  These 
recommendations include taking necessary steps 
to improve the reliability and validity of 

performance measures by defining terms, 
identifying assumptions, reviewing formulas 
used in the calculations, and using existing 
knowledge and abilities to ensure the data 
reported is complete, valid, and reliable. 

The Division accepted the three 
recommendations. 

Recommendation Status      
The Division’s 60-day plan for corrective action 

is due on January 18, 2012.  In addition, the six-
month report on the status of audit 

recommendations is due on July 18, 2012. 

 

Department of Health and Human Services 

Summary 
The Aging and Disability Services Division reported some performance measures that did not 
accurately describe the performance of the programs.  Of the five performance measures 
reviewed, two were significantly misleading and inaccurate, and the other three had minor 
errors.  Management did not adequately review the calculations and descriptions of two 
measures to ensure the titles reflect the information reported.  In addition, the Division’s 
controls over the collection of information used to calculate the measures can be improved.  
These performance measures may be used by the Legislature, Governor, and Department and 
Division management to make critical decisions. 

Two performance measures were reported as cost savings to the State for home versus 
institutional care, but actually reflected the estimated cost of institutional care for clients.  Since 
the calculations did not deduct program costs and included other errors, we estimate the 
reported results were overstated by $5.0 million and $1.7 million for fiscal year 2010.  

Key Findings 
Descriptions for two performance measures for personal assistance services for adults with 
disabilities and persons with traumatic brain injuries did not accurately describe the 
information presented.  The Division reported the two programs saved the State $8.8 million 

and $1.8 million in fiscal year 2010 by diverting adults with disabilities and persons with 
traumatic brain injuries from institutional care.  The formulas used to calculate these amounts 
do not represent the programs’ savings of state dollars because they did not include the costs of 
operating these two programs.  In addition, the Division did not include potential 
reimbursement from the federal government for Medicaid costs incurred by the State for 
institutionalization.  We estimate the two programs saved the State $3.8 million and $123,000 
during fiscal year 2010.  

The Division used information to calculate performance measures that was not always correct.  
Management did not implement sufficient controls to ensure the information used to calculate 

performance measures is accurate and reliable.  The Division’s calculations for the Traumatic 
Brain Injury (TBI) and Personal Assistance Services programs’ performance measures 
contained the wrong Medicaid rate and number of days in a year.   

Reports used to calculate performance measures are not always accurate.  The Division 
contracts with a provider to assist persons who qualify to receive benefits from the TBI 
program.  The Division relies on worksheets from the provider to calculate performance 
measures.  These worksheets contain significant errors that, in turn, distort the performance 
measures.  For example, the provider’s calculation for the average days of service did not 

include the number of days for 4 of 10 discharged clients for 2 months.  These were 
unintentional errors.  However, it is the Division’s responsibility to implement a system to 
review supporting data to ensure accuracy.   
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Highlights       

Highlights of Legislative Auditor report on the 

Department of Health and Human Services, 

Division of Welfare and Supportive Services 

issued on September 19, 2012.   

Report # LA12-19. 

Background                         
The Welfare Division was created in 1937 and 

was renamed the Division of Welfare and 

Supportive Services in 2005.  The Division is 

part of the Department of Health and Human 

Services.  The Division’s mission is to provide 

quality, timely, and temporary services enabling 

Nevada families, the disabled, and elderly to 

achieve their highest levels of self-sufficiency. 

The Division had 1,335 legislatively approved 

full-time equivalent positions as of July 1, 2010, 

and expenditures totaling over $496 million 

during fiscal year 2011.  The Division’s main 

source of funding is the federal government.  

The Division’s administrative office is in Carson 

City.  In addition, the Division has 13 District 

Offices:  one each in Carson City, Elko, Ely, 

Fallon, Hawthorne, Reno, Pahrump, Yerington, 

and Henderson, and four in Las Vegas. 

Purpose of Audit                   
The purpose of this audit was to:  1) determine if 

the Division’s controls over benefits issued 

through Electronic Benefits Transfer (EBT) 

cards were sufficient to reduce the risks of 

benefits being paid to deceased clients and of 

unauthorized persons using those benefits, and 

2) determine if payments made to the vendor for 

EBT account services were accurate. 

Audit Recommendations    
This audit report contains five recommendations 

to improve administrative controls over EBT 

cards and the EBT account services vendor.  

These recommendations include developing 

policies and procedures to help ensure benefits 

are not issued to deceased clients, accounts are 

modified to prevent the use of EBT cards after 

clients’ deaths, and to improve controls related 

to the Division’s monitoring of the information 

received from and the amount paid to the EBT 

vendor to help ensure reports and payments are 

accurate. 

The Division accepted the five 

recommendations. 

Recommendation Status      
The Division’s 60-day plan for corrective action 

, the is due on December 18, 2012.  In addition

six-month report on the status of audit 

recommendations is due on June 18, 2013. 

 

Department of Health and Human Services 

Summary 
The Division could improve its controls over benefits issued through the Electronic Benefits 

Transfer (EBT) card system to help ensure benefits are not paid to deceased clients.  In some 

instances, the Division continued to pay benefits into EBT accounts for clients who had been 

deceased for months.  In addition, some EBT cards continued to be used for cash or purchases 

for months after the clients’ deaths.  Problems were also noted in some EBT accounts where the 

Division had recorded clients’ dates of death, such as accounts remaining in active status. 

The Division can improve its oversight of the EBT vendor to help ensure the services and 

information provided are in accordance with the contract and the vendor’s billings are 

appropriate.  The vendor’s reports do not always contain complete, accurate, and timely 

information.  In addition, the vendor continued to bill for point-of-sale devices at a rate from a 

prior contract for 12 months after a new contract reduced the agreed-upon fee by $10 per device. 

Key Findings 
The Division should consider using additional sources of information to identify when clients 

have died.  The Division relies on the Social Security Administration, medical facilities, and 

family members to report when clients have died.  However, other methods of obtaining 

information are available.  For example, another state researches samples of client files.  The 

Division could also verify the status of samples of clients selected randomly or selected based on 

certain criteria, like age or address changes.  We matched information in the Division’s Nevada 

Operations of Multi-Automated Data Systems (NOMADS) for about a third of the head of 

household clients for the Supplemental Nutrition Assistance Program (SNAP) and all head of 

household clients for the Temporary Assistance for Needy Families (TANF) program with a list 

of all persons reported to the Health Division’s Office of Vital Statistics as having died in 

Nevada between July 1, 2007, and December 31, 2011.  We found 189 persons listed on 

NOMADS as living who were reported to the Office of Vital Statistics as deceased on or before 

December 31, 2009.  To analyze post-death account activity, we tested the EBT accounts for 50 

of these 189 clients and found the Division paid more than $11,500 in benefits to 27 of the 50 

clients after their dates of death.  The Division made deposits into these accounts up to 10 

months after the clients died.  Of these benefits, the EBT vendor later removed $7,225 of unused 

benefits from the accounts.   

The Division’s controls for preventing unauthorized persons from using benefits after the death 

of a client can be improved.  The Division relies on the EBT vendor to remove unspent SNAP 

benefits from accounts after 12 months.  Of the 50 deceased clients’ accounts we tested, 13, or 

26%, had purchases or automatic teller machine transactions after the clients’ dates of death.  

These transactions totaled $6,502 and took place from 13 to 247 days after the clients’ dates of 

death.  Since the EBT cards were still being used, the EBT vendor did not promptly remove the 

benefits remaining in the accounts at the time of death.   

We matched client information in the Division’s NOMADS with information on deaths in 

Nevada maintained by the Office of Vital Statistics and found 178 clients with dates of death that 

were different in the two databases.  We tested five of these clients’ accounts and found all were 

listed by the vendor as having active accounts even though the clients’ records in NOMADS 

showed the clients were deceased.   

The EBT services vendor’s reports did not always contain complete, accurate, and timely 

information.  We tested client information reports for 65 client files whose unused benefits were 

removed by the vendor or whose accounts had no activity for more than 1 year.  All 65 clients’ 

accounts were listed as active accounts on the EBT vendor’s system.  The Division’s contract 

with the EBT vendor defines an active account as one where there is client-initiated activity 

within 360 days for SNAP accounts and 180 days for TANF accounts.  The contract makes the 

vendor responsible for changing the card and account status from active to inactive.  However, 

the statuses for these 65 accounts were not changed.  Leaving an account status as active after a 

client has died increases the risk that an unauthorized person may use the benefits.   

The Division did not adequately review the invoices from the EBT vendor before paying.  The 

Division paid invoices where the vendor used a monthly rate for point-of-sale devices from a 

prior contract.  We estimate the Division overpaid the vendor by $77,000.  According to 

Division management, all monies from the overpayment were recouped from the vendor.   
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Audit           

Highlights
Highlights of Legislative Auditor report on the 

Oversight of Child Care Facilities issued on 
October 17, 2011.  Report # LA12-06. 

Background                         
The Bureau of Services for Child Care 
(Bureau) licenses, inspects, and investigates 
complaints of child care facilities in Nevada.  
During our audit scope, the Bureau was within 
the Division of Child and Family Services.  
With legislation in 2011, the Bureau was 

transferred to the Health Division on July 1, 
2011.   

The purpose of the Bureau is to ensure the 
health, safety, and well-being of children in 

child care facilities.  It is responsible for all 
facilities in Nevada, with the exception of most 
facilities in Washoe County.   

The Bureau is primarily funded by a federal 

grant.  In fiscal year 2011, the Bureau received 
approximately $1 million under this grant.  The 
Bureau has offices in Carson City, Elko, and 
Las Vegas.  In fiscal year 2011, the Bureau had 
19 employees.   

As of June 30, 2011, 558 facilities were 
licensed by the Bureau.  The Bureau 
experienced a significant increase to its 
caseload recently.  In May 2009, the city of 
Las Vegas relinquished its child care 
responsibilities to the State.  This resulted in an 
increase of 197 facilities to the Bureau’s 
caseload.  In September 2010, Clark County 

relinquished its responsibilities, increasing the 
Bureau’s caseload by 174 facilities.   

Purpose of Audit                   
The purpose of this audit was to determine if 

the Bureau ensures child care facilities meet 
health and safety requirements.  Our audit 
focused on the Bureau’s activities from July 1, 
2009 through March 31, 2011.   

Audit Recommendations    
This audit report contains 4 recommendations 
to improve the timeliness of inspections and 
ensure follow-up so that problems noted during 
inspections are corrected timely.  In addition, 
there are 2 recommendations to improve the 
monitoring of employees at child care facilities 
to ensure they meet requirements in state laws 
and regulations. 

The Division accepted the 6 recommendations. 

Recommendation Status      
The Division’s 60-day plan for corrective 
action is due on January 18, 2012.  In addition, 
the six-month report on the status of audit 

recommendations is due on July 18, 2012. 

 

 

Department of Health and Human Services 

Summary 
The Bureau did not always perform timely inspections of child care facilities or take timely 
action to help ensure fire and health inspections were performed by state and local fire and 
health authorities.  Although a majority of inspections were timely, it is important for the Bureau 

to ensure inspection requirements are always met.  In addition, better monitoring of facility 
employees is needed to ensure compliance with key health and safety requirements.  It is critical 
that requirements such as child abuse and neglect checks and tuberculosis tests for facility 
employees are always met because they protect the health and safety of children at child care 
facilities.    

Key Findings 
We tested inspections of child care facilities performed by the Bureau from July 1, 2009 through 
March 31, 2011.  Our audit found 7 of 50 child care facilities had untimely inspections.  The 
untimely inspections ranged from 2 to 8 months late, with an average of 3.5 months late.  
Inspections are the primary method for the Bureau to verify child care facilities are in 
compliance with key health and safety requirements designed to keep children safe.  NAC 
432A.190 requires inspections to be made at least two times during the 12-month licensing 
period or once every 6 months.   

We also found the Bureau did not always follow up when facilities were not in compliance with 
health and safety requirements.  For 2 of the 50 facilities tested, there was no evidence that 
corrective action was taken on issues noted during inspections.  One facility had eight non-
compliant issues.  This included findings that the facility admitted children without current 
immunizations and did not have an emergency plan for responding to a fire or natural disaster.   

Most child care facilities we tested had timely fire and health inspections conducted by state and 
local fire and health authorities.  However, 3 of 50 facilities did not have timely fire inspections.  
For two facilities, we found no evidence the Bureau contacted state or local fire authorities to 

request an inspection, including one that was 5 months overdue at the time of our testing.  In the 
other instance, the request was not sent timely.  In addition, 4 of 50 facilities did not have timely 
health inspections.  One facility had not been inspected for 17 months.  The other three facilities 
had not been inspected for at least 14 months at the time of our testing.  In all three instances, the 
Bureau had not contacted state or local health authorities to request an inspection for these 
facilities.  It is the Bureau’s standard practice to request these inspections.   

The Bureau’s inspection process did not always ensure employees at child care facilities had 
child abuse and neglect checks required by state law.  We tested inspections for 50 facilities and 
found 3 inspections did not have evidence the Bureau performed a child abuse and neglect check 
for any of the 18 employees at these facilities.  In addition, we found that checks were not 
performed timely for 19 of 20 employees selected.  NRS 432A.170 requires the Bureau to 
perform the check within 3 days of the person being hired.  On average, the check was 

performed 24 days after the person was hired.  Most of the delay was because the facilities did 
not inform the Bureau timely when employees were hired.    

We found instances when problems at facilities were not detected during inspections.  We tested 
inspections for 50 facilities and found some new employees did not have timely tuberculosis 

(TB) tests and some existing employees had expired TB tests.  Specifically, for 10 of 29 
facilities with new employees since the prior inspection, there were 22 new employees with 
untimely TB tests.  For these new employees, the tests were performed on average 40 days after 
the employee was hired.  In addition, 3 facilities had instances when existing employees or 
volunteers did not have a TB test or it was expired.   
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 

Division of Mental Health and Developmental 

Services, Substance Abuse Prevention and 

Treatment Agency (SAPTA) issued on         

April 17, 2012.  Report # LA12-15. 

Background                         
SAPTA’s mission is to reduce the impact of 

substance abuse in Nevada by identifying and 

responding to the alcohol and drug concerns of 

Nevadans, and providing regulatory oversight 

and funding for community-based public and 

nonprofit organizations to facilitate a continuum 

of care through quality education, prevention, 

and treatment services.   

In fiscal year 2011, SAPTA had 29.5 

legislatively approved FTE’s.  The legislatively 

approved budget for FY’s 2012 and 2013 

reduced the number of FTE’s to 23.  There were 

20 positions filled as of January 2012.  SAPTA 

is funded primarily with federal grants and 

General Fund appropriations.   

SAPTA expenditures were about $25.5 million 

in FY 2011.  SAPTA does not provide 

prevention and treatment services directly.  

Instead, it awards grant funds to community-

based public and nonprofit organizations which 

develop programs to provide prevention and 

treatment services to the public.  In fiscal year 

2011, SAPTA paid these organizations 

(coalitions and treatment providers) about $22.6 

million. 

Purpose of Audit                   
The purpose of this audit was to determine if 

SAPTA provided adequate fiscal oversight of 

subrecipients awarded federal and state grants 

for the prevention and treatment of substance 

abuse.  Our audit focused on SAPTA’s activities 

in fiscal years 2010 and 2011, but included 

fiscal year 2012 and prior years in some 

instances.   

Audit Recommendations    
This audit report contains nine recommendations 

to help ensure grant subrecipients comply with 

audit requirements that provide assurance funds 

are spent for intended purposes.  In addition, the 

report contains seven recommendations to 

improve fiscal monitoring performed by SAPTA 

personnel to provide additional assurance about 

subrecipients’ use of grant funds.   

The Agency accepted the 16 recommendations. 

Recommendation Status      
The Agency’s 60-day plan for corrective action 

is due on July 12, 2012.  In addition, the six-

month report on the status of audit 

recommendations is due on January 14, 2013. 

Audit Division 

                                                                                                         Legislative Counsel Bureau 

 

Department of Health and Human Services 

Summary 
SAPTA has not provided adequate fiscal oversight of subrecipients awarded grants for the 

prevention and treatment of substance abuse.  In fiscal years 2010 and 2011, these subrecipients 

received over $46 million to provide prevention and treatment services to Nevada citizens.  

Without adequate fiscal oversight, there is undue risk that subrecipients will not use grant funds 

for intended purposes.   

We found SAPTA needs to improve its oversight of subrecipients to ensure audit requirements 

are met.  Independent audits are one of the primary means SAPTA uses to ensure subrecipients 

spend grant funds for their intended purposes.  SAPTA accepted audit reports on subrecipients 

that did not include procedures to determine whether funds were spent in accordance with grant 

requirements.  In addition, some reports were not submitted timely.  Furthermore, SAPTA did 

not always verify subrecipients corrected problems noted in audit reports.  In one instance, 

SAPTA continued to fund a subrecipient despite no audit report submissions for 3 years.  

SAPTA subsequently cut off funding and notified federal and state authorities of concerns the 

subrecipient misused funds.   

We also found SAPTA’s direct fiscal monitoring of subrecipients was inadequate.  The agency 

visits subrecipients periodically to determine whether they comply with grant requirements.  The 

fiscal monitoring visits, along with audits, are the primary means to provide fiscal oversight of 

subrecipients.  Problems noted included untimely monitoring visits of subrecipients, not 

documenting steps performed on visits, and untimely follow-up on problems found at 

subrecipients. 

Key Findings 
We examined the last two years’ audit reports on the 5 coalitions and 10 treatment providers that 

were awarded the most funds from SAPTA in fiscal years 2010 and 2011.  The 15 subrecipients 

were awarded nearly $34 million in those years, which was 73% of the total awarded by SAPTA.  

Eight of 30 (27%) audit reports did not examine whether funds were used for the grants’ 

intended purposes or indicate compliance with other grant requirements.   

Subrecipients submitted audit reports late in over half of the reports we tested.  In 11 of 16 (69%) 

late reports, SAPTA did not follow up after the audit report was late, or waited more than 30 

days to contact them.  Furthermore, SAPTA imposed sanctions on only one subrecipient, and 

only after the subrecipient did not submit audit reports for 3 consecutive years.  

For 9 of the 14 (64%) audit reports that reported findings, the subrecipients did not comply with 

SAPTA’s requirement to submit corrective action for audit findings.  Further, SAPTA did not 

request the subrecipients provide documentation of corrective action for 7 of the 9 reports.  

SAPTA did not detect that a subrecipient provided forged audit reports for several years.  Forged 

reports were submitted for fiscal years 2007 through 2010.  Due to concerns upon reviewing the 

photocopied reports, we contacted personnel at the CPA firm whose name was on the forged 

reports and verified that the firm did not prepare them.  As required by NRS 218G.140(2), we 

reported this information to the Governor, each legislator, and the Attorney General.   

None of the five coalitions tested had timely fiscal monitoring visits.  Monitoring visits were late 

from 6 months to over 3 years, and averaged 20 months past due.  Half of the 10 treatment 

providers had untimely fiscal monitoring site visits.  Of these, SAPTA was unable to provide 

documentation when its largest treatment provider was last subject to a fiscal monitoring site 

visit.  This provider received nearly $7.1 million in fiscal years 2010 and 2011.   

Documentation of procedures performed on monitoring visits was not sufficient to verify that 

staff properly performed important steps.  Two of five fiscal monitoring forms for coalitions, and 

four of nine treatment providers, had insufficient documentation to support conclusions the 

reviewer reached.    

Three of the subrecipients’ fiscal monitoring forms we tested reported problems that required 

follow-up.  Follow-up to make sure the coalitions took timely, appropriate corrective action was 

insufficient in all cases.  For example, a monitoring visit in April 2011 noted significant concerns 

about a subrecipient’s use of funds, yet SAPTA continued making payments through September 

2011.   
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 

Division of Child and Family Services issued on 

October 17, 2011.  Report # LA12-05.   

Background                         
The mission of the Division is to provide 

support and services to assist Nevada’s children 

and families in reaching their full human 

potential.  The Division is primarily responsible 

for:  (1) child protective and welfare service 

delivery in rural Nevada and oversight of urban 

county-operated child protective and welfare 

services, (2) children’s mental/behavioral health 

treatment and residential services in urban 

Nevada, and (3) statewide juvenile justice 

services including state-operated youth training 

centers and youth parole.   

In fiscal year 2011, the Division had 

expenditures of about $209 million.  The 

Division is funded primarily by state 

appropriations and federal funds.  General fund 

appropriations were about $131.5 million in 

fiscal year 2011.  Federal funds, such as 

Medicaid and Title IV-E, were the second 

largest revenue source.  The Division has offices 

in Carson City, Las Vegas, Reno, and various 

sites in rural Nevada, with the Administrator’s 

office in Carson City.  For fiscal year 2011, the 

Division had 1,011 authorized positions.   

Purpose of Audit                   
The purpose of this audit was to determine if the 

Division: (1) has performance measures that are 

reliable and useful in assessing program 

outcomes, and (2) effectively monitors service 

contracts.  Our audit focused on the Division’s 

performance measure and contract activities 

from July 1, 2009 through March 31, 2011.   

Audit Recommendations    
This audit report contains two recommendations 

to improve the reliability of performance 

measures and usefulness in assessing program 

outcomes.  In addition, there are two 

recommendations to enhance controls over 

service contracts.   

The Division accepted the four 

recommendations. 

Recommendation Status      
The Division’s 60-day plan for corrective action 

is due on January 18, 2012.  In addition, the six-

month report on the status of audit 

recommendations is due on July 18, 2012.   

 

Department of Health and Human Services 

Summary 
Key performance measures reported by the Division were often not reliable.  It is important for 

performance information to be reliable because it can affect budget and policy decisions made 

by agency managers and oversight bodies, and judgments made by stakeholders and the public 

about the Division’s operations.  Further, we found a majority of the Division’s performance 

measures were indicators of the agency’s efforts (outputs), rather than measures that demonstrate 

the impact of its efforts (outcomes).  Increasing the number of outcome measures would provide 

useful information to management and oversight bodies such as the Governor and Legislature in 

making budget and policy decisions.   

Overall, the Division has an effective process for monitoring service contracts.  However, the 

Division could improve its monitoring to verify all insurance requirements are continuously met 

over the life of the contract.  In addition, because one contractor’s invoices did not include 

adequate detail, the Division had limited assurance amounts billed were valid, accurate, and in 

accordance with terms of the contract.   

Key Findings 
The reported results for 8 of 20 performance measures we tested were not reliable.  The reported 

results were unreliable because they were not supported by competent underlying records or 

used an inappropriate methodology.  We found four of the measures tested did not have 

competent underlying records and four did not use a sound methodology.  These problems with 

reliability were caused by the lack of written policies and procedures on how results were to be 

computed and by inadequate review.   

We identified a total of 154 performance measures that were reported by the Division in the 

2011-2013 Executive Budget and other budget-related documents.  We analyzed these measures 

and found 73% were output measures and 16% were outcome measures.  The remaining were 

either effectiveness or quality measures.  The Department of Administration’s budget 

instructions to agencies recommend outcome measures because they demonstrate the impact the 

agency is having on a stated issue or problem.  Further, the Federal Office of Management and 

Budget strongly encourages the use of outcome measures because they are more meaningful to 

the public than outputs.  We surveyed seven states with programs similar to the Division’s.  All 

seven states indicated the use of outcome performance measures has resulted in positive 

feedback from legislators, governors, and the public.   

The Division did not always obtain proof of insurance from contractors to verify all insurance 

requirements were met throughout the life of the contract.  For 6 of 27 contracts with insurance 

requirements, the Division did not obtain proof of insurance for all required policies.  The types 

of insurance that were not always verified included general liability, professional liability, 

workers’ compensation, and auto.  The length of time ranged from 3 months without general 

liability to almost 2 years without workers’ compensation.  When contractors do not have all 

required insurance, there is an increased risk to the State.  Although the agency’s written 

procedures require contract monitors to ensure insurance requirements are met, regular 

monitoring of required insurance policies was not performed.   

For one of the 30 contracts we tested, the invoices were not adequate because they did not 

indicate how the amount billed was calculated and other details required by the contract.  As a 

result, the Division did not have reasonable assurance it paid the proper amount.  This contractor 

was paid about $569,000 during fiscal years 2010 and 2011 for support services provided to 

families of children with severe emotional disabilities.  The State Administrative Manual states 

invoices must describe all work performed in detail and by whom it was performed.  Further, 

one of the attachments to this contract states invoices are to include specific data regarding cost, 

client, and referral source.   
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Review           

Highlights       

Highlights of Legislative Auditor report on 

the Review of Governmental and Private 

Facilities for Children issued on          

October 17, 2011.  Report # LA12-08. 

Background  
Nevada Revised Statues 218G.570 through 

218G.585 authorize the Legislative Auditor to 

conduct reviews, audits, and unannounced 

site visits of governmental and private 

facilities for children. 

We identified 52 governmental and private 

facilities that meet the requirements of NRS 

218G:  19 governmental and 33 private 

facilities.  In addition, 150 Nevada children 

were placed in 22 facilities in 11 different 

states as of June 30, 2011. 

NRS 218G requires facilities to forward to 

the Legislative Auditor copies of any 

complaint filed by a child under their custody 

or by any other person on behalf of such a 

child concerning the health, safety, welfare, 

and civil and other rights of the child.  During 

the period from July 1, 2010, through June 

30, 2011, we received 1,253 complaints from 

23 Nevada facilities.  The remaining 29 

facilities reported that no complaints were 

filed by youths throughout the year. 

Purpose of Reviews  
Reviews were conducted pursuant to the 

provisions of NRS 218G.570 through NRS 

218G.585.  The report includes the results of 

our reviews of 6 children’s facilities, 

unannounced site visits to 10 children’s 

facilities, and surveys of 52 children’s 

facilities.  As reviews and not audits, they 

were not conducted in accordance with 

generally accepted government auditing 

standards, as outlined in Government 

Auditing Standards issued by the Comptroller 

General of the United States, or in accordance 

with the Statements on Standards for 

Accounting and Review Services issued by the 

American Institute of Certified Public 

Accountants. 

The purpose of our reviews was to determine 

if the facilities adequately protect the health, 

safety, and welfare of the children in the 

facilities and whether the facilities respect the 

civil and other rights of the children in their 

care.  These reviews included an examination 

of policies, procedures, processes, and 

complaints filed since July 1, 2009.  In 

addition, we discussed related issues and 

observed related processes during our visits.   

 

Summary 
Based on the procedures performed and except as otherwise noted, the policies, procedures, and 

processes in place at five of the six facilities we reviewed provide reasonable assurance that they 

adequately protected the health, safety, and welfare of the youths at the facilities, and they respect the 

civil and other rights of youths in their care.  In addition, during the 10 unannounced visits conducted, 

we did not note anything that caused us to question the health, safety, welfare, or protection of rights of 

the children in the facilities. 

The policies, procedures, and processes in place at one facility, Eagle Quest of Nevada, Inc., did not 

provide reasonable assurance that it adequately protects the health and safety of the youths in its care.  

Eagle Quest is a foster care agency that recruits foster parents and places youths in the foster parents’ 

homes or in homes provided by the agency.  During the year ended June 30, 2010, the agency had an 

average of 38 homes.  We visited five of Eagle Quest’s foster homes.   

Eagle Quest did not ensure foster parents maintained accurate documentation of medications prescribed 

or administered.  In addition, it did not ensure foster homes were free of safety hazards or in a safe, 

healthful condition.  We observed significant issues at one of Eagle Quest’s higher level of care homes.  

As a result, we contacted Clark County’s Department of Family Services, which began an investigation.  

The six foster children in the home were moved to other homes that evening.  In addition, one youth’s 

medication file contained three different medication logs for the same medication for the same month.  

Due to the lack of physician’s prescriptions and orders, as well as transcription errors on the medication 

logs, we were unable to determine if the youth was overmedicated, undermedicated, or if the medication 

logs were erroneously completed. 

Facility Observations 
All six facilities reviewed needed to develop or update policies and procedures.  The types of policies 

and procedures that were missing, unclear, or outdated ranged from youths’ computer use and access to 

social networking sites to facilities’ inventory and control of keys. 

Medication administration processes and procedures need improvement at all six facilities.  Youth 

medical files did not always contain complete or clear documentation of dispensed, prescribed 

medication at five of six facilities reviewed.  This includes missing evidence of physicians’ orders at four 

of six facilities and missing medication administration records at four of six facilities.  In addition, 

youths did not always receive medications timely at three of six facilities.  Three of six facilities need to 

develop or update their over-the-counter standing order forms.  A standing order form identifies over-

the-counter medications a facility may administer to youths.   

Recent actions should help improve medication admistration.  In our Review of Governmental and 

Private Facilities for Children report issued in December 2010, we recommended all facilities strengthen 

medication management training.  Based on the information provided by 50 facilities, 13 facilities’staff 

(26%) had participated in training between December 1, 2010, and June 30, 2011.  In addition, the 2011 

Legislature passed Senate Bill 246 to require children’s facilities to adopt a policy concerning the 

administration and management of medications.  The bill also requires facilities to ensure employees 

who administer medication receive a copy of and understand the policy.   

Five of the six facilities reviewed need to improve their background check policies and processes.  Two 

facilities did not obtain dispositions of cases against employees when background checks showed arrests 

with no dispositions.  In one instance, facility management requested the employee provide dispositions 

for arrests; however, there was no evidence management received or reviewed the dispositions.  As a 

result, the employee continued employment with a felony conviction for possession and trafficking of a 

controlled substance for 2 years after documentation of the arrest was received.  Other weaknesses noted 

during reviews included a facility using background checks based on names and social security numbers 

rather than fingerprints, files not always containing evidence a caregiver was fingerpinted; and an 

employee not being fingerprinted until 16 months after her hire date.   

In our Review of Governmental and Private Facilities for Children report issued in April 2010, we 

recommended the Legislature consider enacting legislation to strengthen employee background check 

requirements for all types of facilities that provide residential services to youths.  During the 2011 

Legislative Session, the Legislature passed Assembly Bill 536.  This bill requires fingerprint criminal 

history checks of employees and residents over the age of 18 for all types of facilities and requires 

employees be supervised until the results of the background checks are received.  This bill specifies the 

convictions that would require termination of employees and requires fingerprint criminal history 

checks of all employees be conducted at least every 5 years following the intial background check.   

Review of Governmental and Private 

Facilities for Children 
October 2011 
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Review             

Highlights        
Highlights of Legislative Auditor report on the 

Review of Governmental and Private Facilities for 

Children, April 2012 issued on April 17, 2012.  

Report # LA12-16. 

Background                                 
Nevada Revised Statutes 218G.570 through 

218G.585 authorize the Legislative Auditor to 

conduct reviews, audits, and unannounced site visits 

of governmental and private facilities for children. 

As of June 30, 2011, we had identified 52 

governmental and private facilities that meet the 

requirements of NRS 218G:  19 governmental and 33 

private facilities.  In addition, 150 Nevada children 

were placed in 22 facilities in 11 different states as of 

June 30, 2011. 

NRS 218G requires facilities to forward to the 

Legislative Auditor copies of any complaint filed by 

a child under their custody or by any other person on 

behalf of such a child concerning the health, safety, 

welfare, and civil and other rights of the child.  

During the period from July 1, 2011, through 

December 31, 2011, we received 541 complaints 

from 24 facilities in Nevada.  Thirty-five facilities 

reported that no complaints were filed during this 

time. 

Purpose of Reviews                     
Reviews were conducted pursuant to the provisions 

of NRS 218G.570 through 218G.585.  The report 

includes the results of our reviews of 5 children’s 

facilities, unannounced site visits to 7 children’s 

facilities, and a survey of 56 children’s facilities.  As 

reviews and not audits, they were not conducted in 

accordance with generally accepted government 

auditing standards, as outlined in Government 

Auditing Standards issued by the Comptroller 

General of the United States, or in accordance with 

the Statements on Standards for Accounting and 

Review Services issued by the American Institute of 

Certified Public Accountants. 

The purpose of our reviews was to determine if the 

facilities adequately protect the health, safety, and 

welfare of the children in the facilities and whether 

the facilities respect the civil and other rights of the 

children in their care.  These reviews include an 

examination of policies, procedures, processes, and 

complaints filed since July 1, 2010.  In addition, we 

discussed related issues and observed related 

processes during our visits. 

 

 

Summary 
Based on the procedures performed and except as otherwise noted, the policies, procedures, 

and processes in place at the five facilities reviewed provide reasonable assurance that they 

adequately protect the health, safety, and welfare of the youths at the facilities, and they 

respect the civil and other rights of youths in their care.  In addition, during the seven 

unannounced visits conducted, we did not note anything that caused us to question the health, 

safety, welfare, or protection of rights of the children in the facilities. 

Facility Observations 
All five facilities reviewed need to develop or update policies and procedures.  The types of 

policies and procedures that were missing, unclear, or outdated range from a timeframe to 

complete a youth’s initial treatment plan, including when the plan should be reviewed and 

revised, to the control and security of keys, tools, and kitchen utensils. 

Medication administration processes and procedures need improvement at all five facilities.  

The medication administration process should include documentation of medications 

administered to youths, controls over prescribed medications, and the process used to ensure 

the accuracy of medication files and records.  Youth medical files did not always contain 

complete or clear documentation of dispensed, prescribed medication at four of five facilities 

reviewed.  Some youths’ files were missing evidence of physicians’ orders at three of five 

facilities.  At one facility, some youths’ files were missing up to 5 months of medication 

administration records.  In addition, medication files and records did not always contain 

evidence of independent review at three of the five facilities. 

Two of five facilities needed to develop or update their over-the-counter standing order forms.  

A standing order form identifies over-the-counter medications a facility may administer to 

youths.  This form helps ensure youths take only medications approved or recommended by 

the Federal Food and Drug Administration. 

Facilities’ Implementation of New Medication Policy 

Requirements 
During the 2011 Legislative Session, the Legislature passed  Senate Bill 246.  This bill, 

effective January 1, 2012, requires children’s facilities to adopt policies to: 

 Document the orders of the treating physician of a child; 

 Administer medication to a child; 

 Store, handle, and dispose of medication;  

 Document the administration of medication and any errors in the administration of 

medicaiton;  

 Minimize errors in the administraiton of medication; 

 Address errors in the administration of medication; 

 Ensure each employee who administers medication receives a copy of and 

understands the policies. 

In order to assess the facilities’ progress with implementing the requirements in Senate Bill 

246, we requested each facility subject to a review by the Legislative Auditor submit 

information on the facility’s implementation of the requirements contained in the bill.  This 

request was made to the 52 facilities identified as of June 30, 2011, and an additional 10 

facilities identified since June 30, 2011.  However, six facilities had either closed or no longer 

met the definition of a governmental or private facility pursuant to NRS 218G.515 through 

218G.535.  Therefore, a total of 56 facilities were surveyed regarding their implementation of 

the bill’s requirements. 

As of March 15, 2012, we had received responses from 52 facilities.  We will assess each 

facility’s compliance with the requirements contained in the bill as we conduct future reviews 

and unannounced visits. 

 

Review of Governmental and Private 

Facilities for Children 
April 2012 

For more information about this or other Legislative Auditor reports go 

to: http://www.leg.state.nv.us/audit  (775) 684-6815. 
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Review           

Highlights       
Highlights of Legislative Auditor report on the 

Review of Governmental and Private Facilities 

for Children issued on December 13, 2012.  

Report # LA12-22. 

Background                         
Nevada Revised Statutes 218G.570 through 

218G.585 authorize the Legislative Auditor to 

conduct reviews, audits, and unannounced site 

visits of governmental and private facilities for 

children. 

As of June 30, 2012, we had identified 60 

governmental and private facilities that met the 

requirements of NRS 218G:  20 governmental 

and 40 private facilities.  In addition, 149 

Nevada children were placed in 26 facilities in 

13 different states as of June 30, 2012. 

NRS 218G requires facilities to forward to the 

Legislative Auditor copies of any complaint 

filed by a child under their custody or by any 

other person on behalf of such a child 

concerning the health, safety, welfare, and civil 

and other rights of the child.  During the period 

from July 1, 2011, through June 30, 2012, we 

received 1,039 complaints from 34 facilities in 

Nevada.  Twenty-six facilities reported that no 

complaints were filed during this time. 

Purpose of Review                   
Reviews were conducted pursuant to the 

provisions of NRS 218G.570 through 218G.585.  

The report includes the results of our reviews of 

6 children’s facilities, unannounced site visits to 

12 children’s facilities, and a survey of 60 

children’s facilities.  As reviews and not audits, 

they were not conducted in accordance with 

generally accepted government auditing 

standards, as outlined in Government Auditing 

Standards issued by the Comptroller General of 

the United States, or in accordance with the 

Statements on Standards for Accounting and 

Review Services issued by the American 

Institute of Certified Public Accountants. 

The purpose of our reviews was to determine if 

the facilities adequately protect the health, 

safety, and welfare of the children in the 

facilities and whether the facilities respect the 

civil and other rights of the children in their 

care.  These reviews included an examination of 

policies, procedures, processes, and complaints 

filed since July 1, 2010.  In addition, we 

discussed related issues and observed related 

processes during our visits. 

 

Audit Division 

                                                                                                        Legislative Counsel Bureau 

 

 

 

Summary 
Based on the procedures performed and except as otherwise noted, the policies, procedures, and 

processes in place at the six facilities reviewed provide reasonable assurance that they 

adequately protect the health, safety, and welfare of the youths at the facilities, and they respect 

the civil and other rights of youths in their care.  In addition, during the 12 unannounced visits 

conducted, we did not note anything that caused us to question the health, safety, welfare, or 

protection of rights of the children in the facilities. 

However, a lack of adequate supervision, including employee evaluations and training, may 

have contributed to numerous incidents regarding inappropriate staff behavior at Oasis On-

Campus Treatment Homes, which could impact the safety and welfare of the children residing 

at the facility.  These incidents, including inappropriate use of physical force and lack of 

supervision of the children by staff, were reported to Oasis’s licensing agency, the Clark 

County Department of Family Services (DFS), in the past 2 years.  Some of the reports were 

unsubstantiated by DFS and others were still being investigated.  These reports and the 

subsequent DFS investigation resulted in an Oasis required action plan in June 2012.   

Many of the facilities had common weaknesses.  For example, policies and procedures needed 

to be developed or were outdated.  In addition, medication administration processes and 

procedures needed to be strengthened. 

Facility Observations 
All six facilities reviewed needed to develop or update policies and procedures.  The types of 

policies and procedures that were missing, unclear, or outdated ranged from staff duties as 

mandatory reporters of suspected child abuse and neglect, to contraband searches, including 

documentation of searches.  

In addition, medication administration processes and procedures needed improvement at five of 

the six facilities.  The medication administration process should include documentation of 

medications administered to youths, controls over prescribed medications, and the process used 

to ensure the accuracy of medication files and records.  Youth medical files did not always 

contain complete or clear documentation of dispensed, prescribed medication at four of the six 

facilities.  Some youths’ files were missing evidence of physicians’ orders at two of the six 

facilities.  At one facility, a youth’s file indicated medication was administered on days that did 

not exist.  In addition, medication files and records did not always contain evidence of 

independent review at three of the six facilities.   

Facilities Need to Improve Implementation of Medication 

Policies 
During the 76th Session of the Nevada Legislature (2011), the Legislature passed Senate Bill 

246.  Effective January 1, 2012, this bill requires children’s facilities to adopt policies to 

document medication administered and medication errors, and establish processes to minimize 

and address errors.   

Don Goforth Resource Center had not developed any policies or procedures related to 

medication administration at the time of our review.  Senate Bill 246 requires all public and 

private institutions to which a court commits a child to adopt a policy covering several facets of 

medication administration.  Furthermore, it requires each institution to ensure each employee 

who will administer medication receives a copy of and understands the policy.   

During our reviews of the six facilities included in this report, we determined that five facilities 

either had incomplete medication documentation or made errors during the administration of 

medications that went undetected until our review.  Facilities could reduce the incidence of 

undetected errors by implementing a process, such as an independent review, to identify errors 

and improve the quality of medication administration processes.   

An independent review is a process to review medication administration records and identify 

potential errors, fraud, or abuse.  For example, Desert Willow Treatment Center has assigned 

staff who are not routinely involved in the medication administration process to compare 

medication records with physician and pharmacy orders, and verify medication records are 

complete.  The process has contributed to the facility identifying, documenting, and addressing 

errors.  In addition, the facility has included this process in its policies and procedures.   

Review of Governmental and Private 

Facilities for Children 
December 2012 

For more information about this or other Legislative Auditor 

reports go to: http://www.leg.state.nv.us/audit  (775) 684-6815. 
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Audit           

Highlights      

Highlights of Legislative Auditor report on the 

Employment Security Division issued on 

December 13, 2012.  Report # LA12-24. 

Background                         
The Employment Security Division is a division 

of the Department of Employment, Training and 

Rehabilitation.  The Division provides 

comprehensive employment and training 

services to Nevada businesses and workers and 

oversees the collection of unemployment taxes, 

pays unemployment benefits, and performs 

employment services to match job seekers with 

employers.   

The Division’s Unemployment Insurance (UI) 

program is a joint state/federal insurance system 

that provides temporary partial wage 

replacement to protect workers against the 

hardships of unemployment.  The UI program 

provides monetary benefits to individuals who 

become unemployed through no fault of their 

own and who meet established qualifications. 

The Division has been significantly impacted by 

the nationwide economic recession.  Nevada’s 

unemployment rate has significantly exceeded 

the national average since 2008.  Consequently, 

average weekly benefit claims increased from 

about 48,000 in 2008 to a high of more than 

142,000 in 2010.  To pay these claims, the 

Division has had to borrow more than $1.1 

billion from the federal government when trust 

fund reserves and tax collections were 

insufficient to cover claims.  As of September 

30, 2012, the state owed about $676 million and  

has paid $46.5 million in interest on amounts 

loaned to the state. 

Purpose of Audit                   
The purpose of the audit was to determine if 

certain control activities related to the 

verification of continued claimant eligibility 

were adequate to prevent and detect 

unemployment claim overpayments.  This audit 

included a review of the Division’s eligibility 

activities during fiscal year 2012 and prior fiscal 

years in certain instances. 

Audit Recommendations    
This audit report contains 12 recommendations 

to improve controls over assessing the continued 

eligibility of claimants who are incarcerated, 

deceased, collecting workers’ compensation, or 

have returned to work. 

The Division accepted the 12 recommendations. 

Recommendation Status      
The Division’s 60-day plan for corrective action 

, the six-is due on March 13, 2013.  In addition

month report on the status of audit 

recommendations is due on September 13, 2013. 

 

 

 

Department of Employment, Training and Rehabilitiation 

Summary 
Implementing certain processes can help the Division identify and prevent payments to 

individuals not meeting ongoing eligibility requirements.  Specifically, the Division needs to 

compare claimant information with external sources such as records of incarceration and death.  

Furthermore, the Division does not have assurance claimants are not receiving workers’ 

compensation and unemployment benefits concurrently because the Division is not requesting or 

comparing records with insurance providers as required by statute.  Through the development of 

data comparisons with state and local entities, statute revisions ensuring access to records, and 

improvements to policies and procedures, the Division can significantly reduce improper 

payments to these types of ineligible individuals. 

Enhancements to current processes in the Division’s program to identify claimants who have 

returned to work can further reduce and identify improper payments to unemployed claimants.  

Specifically, further application of the U.S. Department of Labor’s (DOL) new hire 

recommended operating procedures and practices used by other states with low improper 

payment rates could better identify and stop payments to ineligible recipients.  Furthermore, 

policies and procedures and supervisory review enhancements are necessary to ensure the 

program consistently and properly classifies and processes cases. 

Key Findings 
We estimate as much as $5 million in improper payments could have been made to claimants 

who were incarcerated over the last 3 years.  Our review of benefit claims paid in January 2012, 

identified 67 of the nearly 97,000 unemployment claimants were incarcerated in one local 

government detention center or a state correctional facility.  These claimants received benefits 

of about $241,000 during their period of confinement.  We provided the Division with 

information regarding each claimant to allow for claims to be stopped and investigations to be 

initiated.   

Division management indicated it does not have specific authority through state or federal law 

to compel detention facilities to provide records of incarceration.  As a result, statutory revisions 

requiring facilities provide data to the Division are necessary to ensure the Division can 

compare claims data with incarceration records.   

We identified eight instances of potential identity theft of claimants’ personal identifying 

information by incarcerated individuals.  Division policies should be updated to notify claimants 

their personal identifying information is being used by another individual.   

Fifteen deceased claimants were found in the nearly 97,000 UI claimants paid benefits during 

January 2012.  In 12 of 15 instances, benefits were not requested after the claimant’s death; 

however, 3 deceased claimants received payments totaling $40,417 after they had died.  In 

addition, the Division needs to enhance its claims information system to prevent accounts of 

deceased claimants from being reopened when deceased individuals are identified.   

The Division is not requesting data from private insurance carriers regarding individuals 

receiving disability, temporary partial disability, or rehabilitative services as a result of on the 

job injuries.  NRS 612.265(9) requires private carriers of workers’ compensation insurance to 

provide the Division a monthly list of individuals who received benefits and the Division is 

required to compare this information with claimant records to identify individuals concurrently 

receiving both benefits.   

We identified potential for improper payments continued to exist in 154 of 497, or 31%, of 

cleared cases where claimants returned to work.  Specifically, better scrutiny of earnings 

reported by claimants is needed, payment stops on claims should be made to ensure benefits are 

not restarted, claimants should be notified of their return to work status, and the Division needs 

 Based on to record pertinent information into the claims information system. DOL estimates, a 

reduction in improper payments of 10% would yield savings of $2.9 million per year.  In 

addition, the Division needs to develop and enhance policies and procedures over the review 

 process and institute a routine review of examiner cases to ensure consistent case resolutions.  

 

Employment Security Division 

For more information about this or other Legislative Auditor 

reports go to: http://www.leg.state.nv.us/audit (775) 684-6815. 
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 

Department of Motor Vehicles issued on 

February 2, 2012.  Report # LA12-11. 

Background                         
The Department of Motor Vehicles (DMV) is 

a multi-functional agency with responsibilities 

that include the collection and timely 

distribution of certain Highway Fund revenue 

and improving traffic safety through licensing, 

registration, monitoring and intervention 

programs.  The Department is comprised of 

eight divisions: Director’s Office, 

Administrative Services, Field Services, 

Central Services and Records, Compliance 

Enforcement, Motor Carrier, Management 

Services and Programs, and Motor Vehicle 

Information Technology.  

Total revenues collected by the Department 

during fiscal year 2011 exceeded $1 billion 

which is distributed to the federal government, 

State Highway Fund, local governments, State 

General Fund, and other recipients.  The 

Department maintains 18 field offices 

statewide and has contracted with seven rural 

counties to perform certain DMV functions.  

The Department also offers access to certain 

services through alternate sources including its 

website and 27 kiosks located in DMV offices 

and partner locations statewide. 

Purpose of Audit                   
The purpose of this audit was to determine 

whether sufficient controls are properly 

functioning over certain Department revenues 

and assets, and evaluate the reliability and 

adequacy of performance measures.  The audit 

included a review of control activities over 

certain assets and revenues from July 1, 2009, 

to December 31, 2010, and prior fiscal years in 

some areas.  Additionally, we reviewed 

performance measures for fiscal years 2008 to 

2010. 

Audit Recommendations    
This audit report contains 16 recommendations 

to improve administrative controls.  These 

recommendations are needed to account for 

registration decals; improve reconciliations; 

and enhance controls over driver licenses, 

DMV system access, and administrative 

citations.  Furthermore, the Department should 

enhance its performance information. 

The Department accepted the 16 

recommendations. 

Recommendation Status      
The Department’s 60-day plan for corrective 

.  In addition, action is due on April 26, 2012

the six-month report on the status of audit 

recommendations is due October 29, 2012. 

 

 

Summary 
The Department needs to improve its administration of controls over certain processes to ensure its 

revenues and assets are properly safeguarded and accounted for.  We found the Department can 

improve its control procedures over vehicle registration decals and reconciliations of its internal 

records to the state accounting system.  Additionally, improvements are needed to controls over 

the issuance of driver licenses and allowing access to the DMV information system.  

Enhancements in these areas will help reduce risks of loss, fraud, and abuse. 

The Department should also enhance its performance management system to include more 

outcome oriented measures and better align its measures with programs and goals.  Additionally, 

documentation supporting reported performance measures needs to be better maintained.  These 

improvements should benefit the Department in evaluating the success of its programs.   

Key Findings 
Enhancements are needed to the Department’s controls over vehicle registration decals to ensure 

they are properly accounted for and safeguarded.  We found records used to account for decals 

were inaccurate and unreliable in 13 of 14 months tested and some decals could not be readily 

accounted for.  Additionally, forecasts used to determine future decal needs were inaccurate and 

contributed to overproduction of decals.  Department records indicated more than 1 million decals 

were overproduced at a cost of about $250,000 for fiscal years 2008 through 2011.  The 

Department can enhance its processes and related policies and procedures to increase 

accountability for decals and reduce the risk of overproduction and undetected decal loss.    

Improvements are needed to the reconciliations of the Department’s internal accounting records to 

the state accounting system.  Reconciliations were not accurate or complete with unreconciled 

balances as high as $2.5 million and unsupported adjustments of more than $1.3 million.  

Additionally, some reconciliations were not reviewed timely and procedures were not always 

sufficiently developed to support the reconciliation process.  Although we identified no evidence 

of missing funds, improvements to the reconciliation process and procedures would enhance the 

Department’s ability to ensure revenues are properly recorded and distributed.   

Improvements are needed to the controls over monitoring certain transactions in field offices.  

Specifically, controls over the review of driver license applications and supporting documentation 

need to be formalized to ensure the integrity of licenses issued.  Additionally, controls need to be 

enhanced to ensure vehicle registration tax exemptions are only issued to qualified individuals.   

Criminal history background checks were not always completed before individuals were allowed 

to access and perform transactions in the DMV information system.  Two of eight individuals we 

tested in county branch offices were granted access to the system by Department personnel without 

having a background check.  Allowing access without verification of qualification could result in 

unqualified individuals accessing sensitive customer information.   

The Department’s Motor Carrier Division has not assessed administrative fines timely on some 

motor carriers.  As of December 31, 2010, the backlog of citations was more than 1,500 valued at 

an estimated $600,000 in billable assessments.  Improved timeliness in issuing assessments should 

result in increased probability of collections.   

The Department could enhance its performance information through better coordination and 

alignment of its strategic planning process.  First, an increase in the number of outcome oriented 

measures would enhance the Department’s ability to measure the success of its programs.  Next, 

the Department could enhance its alignment of performance measures with key program activities 

and goals.  Finally, it would benefit from consolidating pertinent strategic planning information 

into a single planning document.  These steps should help management better measure the 

performance of its programs and determine whether its goals are being reached.   

Key performance measures reported in the Executive Budget were not reliable.  We selected a 

sample of eight performance measures reported in the Department’s Executive Budget.  Our 

testing found that five of the eight measures lacked supporting documentation.  The remaining 

three measures had an inaccurate description and were based on unsound methodologies.  

Performance measures must be reliable to ensure proper budgetary and policy decisions are made 

by Legislative and Department decision makers.  

 

 

Department of Motor Vehicles 

Audit Division 
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 

Division of State Lands issued on 

September 19, 2012.  Report # LA12-18. 

Background                         
The Division of State Lands was created within 

the Department of Conservation and Natural 

Resources in 1957.  The Division provides land 

and land use planning services to the State, its 

agencies, and its people.  Its mission is to 

uphold the conservation and land resource 

values of Nevadans through responsible land 

use planning, resource programs that protect 

and enhance the natural environment, and land 

stewardship worthy of the lands entrusted to 

them. 

As of December 2011, the Division had 18 

employees located in Carson City.  The 

Division’s revenues and expenditures are 

recorded in one main budget account and nine 

other budget accounts.  Agency expenditures 

for calendar year 2011 were about $7.1 million.  

In addition to personnel and operating 

expenditures, many of the Division’s 

expenditures are for grants to state and local 

government agencies and non-profit 

organizations.   

During calendar year 2011, the Division’s total 

revenue amounted to $2.69 million, including 

$1.04 million in General Fund appropriations 

and fees of about $954,000.  Fees are collected 

for various reasons, including land leases, 

authorizations, easements, licenses, permits, 

and special license plates.   

Purpose of Audit                   
The purpose of this audit was to: (1) evaluate 

the reliability of the Division’s performance 

measures used in the state’s budget process, and 

(2) determine whether fees were collected and 

deposited in accordance with state laws and 

regulations.  Our audit focused on the 

Division’s activities for calendar year 2011. 

Audit Recommendations    
This audit report contains three 

recommendations to improve the reliability of 

the Division’s performance measures used in 

the state’s budget process.   

The Division accepted the three 

recommendations. 

Recommendation Status      
The Division’s 60-day plan for corrective 

action is due on December 18, 2012.  In 

, the six-month report on the status of addition

audit recommendations is due on  

June 18, 2013. 

 

 

Department of Conservation and Natural Resources 

Summary 
The Division can take steps to strengthen the reliability of its performance measures used in the 

state’s budget process.  Some measures used in the budget process for fiscal years 2012 and 

2013 were not adequately supported by underlying records and the description of one measure 

did not reflect what was reported.  It is important for performance measures to be reliable 

because it can affect budget and policy decisions made by agency managers and oversight 

bodies, and judgments made by stakeholders and the public about the Division’s operations.  

Reliability can be improved by enhancing written procedures on how to collect and calculate 

performance measurement data and providing for review of the results. 

The Division has an effective process for the collection of fees.  We found the Division collected 

and deposited fees in accordance with state laws and regulations.  The Division’s current process 

for collecting and depositing fees is much improved since the last audit.  During calendar year 

2011, the Division collected about $954,000 in fee revenue. 

Key Findings 
The Division included seven performance measures in its budget documents for fiscal years 2012 

and 2013, specifically, the Executive Budget and the Priorities and Performance Budget.  The 

measures are also included in the Division’s strategic plan and are linked to its goals and 

objectives.  Of the seven performance measures, we found three measures were not adequately 

supported.  The supporting records were not retained or could not be provided.  Performance 

measures cannot be considered reliable unless they are supported by sufficient underlying 

records.  In addition, the Division’s description for one measure did not accurately reflect the 

reported information.  The Division lacked sufficient controls to ensure performance measures 

were reliable.  Control weaknesses included inadequate written procedures and insufficient 

review of the data collection for measures.  It is important for performance measures to be 

reliable because it can affect budget and policy decisions made by agency managers and 

oversight bodies, and judgments made by stakeholders and the public about the Division’s 

operations.   

Our testing of the Division’s receipts, totaling about $380,000 of the $954,000 collected during 

calendar year 2011, found the Division’s controls provide reasonable assurance that fees are 

collected and processed accordingly.  Our selection included receipts from assessments, land 

sales, and fees from license plates, easements, licenses, and permits.  We also tested a sample of 

fee agreements and found the Division’s controls provide reasonable assurance that those 

individuals required to pay a fee did pay the correct amount in accordance with applicable 

statutes.  The Division’s current process for collecting and depositing fees is much improved, as 

the prior audit in 2003 noted several problems with the process in place at that time.  Problems 

noted in the prior audit included fees not always being collected and inadequate controls over the 

receipt of fees.   
 

 

Division of State Lands 
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Audit           

Highlights       

Highlights of Legislative Auditor report on the 
Division of Environmental Protection issued on 
October 17, 2011.  Report # LA12-07. 

Background                         
The Division’s mission is to preserve and 
enhance the environment of the state to protect 
public health, sustain healthy ecosystems, and 
contribute to a vibrant economy.  To accomplish 
its mission, the Division implements state and 
federal environmental laws, provides financial 
and technical assistance related to drinking 
water and wastewater systems, oversees clean-

up of contaminated soil and water, administers 
the State Petroleum Fund, and provides public 
education programs. 

The Division is organized into ten bureaus with 
offices in Carson City and Las Vegas.  As of 
August 2011, the Division had 252 authorized 
positions.  The Division also provides staff 
support to the State Environmental Commission, 

the Board to Finance Water Projects, and the 
Board to Review Petroleum Claims.  The 
Division is primarily funded by federal grants, 
fees, assessments, and reimbursements.  In fiscal 
year 2011, revenues and expenditures amounted 
to $114 million, exclusive of transfers and 
appropriations.     

Purpose of Audit                   
The purpose of this audit was to determine if 

state laws, regulations, and Division policies 
were followed regarding the administration of 
accounts receivable, reporting reliable 
performance measures, and the regulation of 
permittees.  Our audit focused on the Division’s 
activities for fiscal year 2011. 

Audit Recommendations    
This audit report contains 9 recommendations to 

assist the Division in enhancing controls over 
accounts receivable, performance measures, and 
permit issuance and fee collection. 

The Division accepted the nine 
recommendations. 

Recommendation Status      
The Division’s 60-day plan for corrective action 
is due on January 18, 2012.  In addition, the six-
month report on the status of audit 

recommendations is due on July 18, 2012. 

 

Department of Conservation and Natural Resources 

Summary 
Developing controls to consistently turn debt over to the State Controller’s Office can assist the 
Division with collections and ensure the removal of significantly delinquent debt.  Additionally, 
controls to ensure subsidiary ledgers are accurate will aide in correcting quarterly reporting 
errors.  Turning debt over to the Controller’s Office and improving controls can create additional 
efficiencies that allow staff to concentrate efforts on other Division matters. 

While the Division has a strategic plan, its performance measures can be improved by focusing 

on outcome based measures, maintaining supporting documentation, and developing policies 
and procedures.  Without sound performance measures, state officials and Division management 
may be making decisions based on unreliable and inaccurate information.  Additionally, 
management and stakeholders cannot effectively determine if goals and objectives are being 
met. 

Delays were made in renewing some permits.  Not promptly renewing permits may result in the 
Division losing revenue as permits are allowed to be active for periods beyond 5 years.  Prompt 
issuance of permit renewals will also ensure fees are collected and permittee operations are 

proper. 

Key Findings 
Most bureaus did not actively submit debt over 60 days delinquent to the State Controller during 
fiscal year 2010 or 2011.  Assembly Bill 87, passed during the 2009 Legislative Session, 
centralized the State’s collection efforts to the Office of the State Controller after debts reach 60 
days past due.  Even though this requirement is relatively recent, the Division forwarded only 
about $84,000 of its roughly $2 million in debt.   

The Division did not properly report accounts receivable on quarterly reports forwarded to the 
Controller’s Office.  Errors and inaccuracies on accounts receivable ledgers resulted in 

inaccurate reporting and were caused by insufficient controls and staff turnover.   

Significantly aged and uncollectible debt of nearly $2 million continues to be carried on the 
Division’s ledgers.  Some accounts related to bankrupt and abandoned facilities have been due 
for over a decade, and collection is highly unlikely.   

Most of the Division’s performance measures are non-outcome oriented.  Our analysis found 30 
of 37 measures were non-outcome oriented and many simply counted the number of activities or 
the amount of work the Division was doing.  Conversely, outcome measures demonstrate the 
impact an agency is having on a stated issue or problem.  The Legislature and the Department of 

Administration recommend agencies use outcome measures to help decide how well an agency 
is achieving its goals.   

Supporting documentation for 7 of the Division’s 37 performance measures reviewed was not 
retained.  The Division was also unable to recalculate or recreate 6 of the 7 measures.  Policies 
and procedures have not been developed over performance measures and will help ensure 
reported results and calculations are consistent, accurate, error free, and supporting 
documentation retained.   

Permit renewals were delayed.  We found 8 of 73 permits were not issued as old permits 

expired.  Although the Division has decreased the frequency of delays since our last audit, we 
still found notable delays between permit expiration and issuance ranging from 1 year, 2 months 
to 7 years, 11 months.  We also reviewed several types of permit listings which indicated 
additional expired permits of both large and small facilities.  By not renewing some Water 
Pollution Control permits timely, the Division has already missed about $23,000 in renewal fees.   
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Highlights of Legislative Auditor report on the 

Public Employees’ Benefits Program issued on 

December 13, 2012.  Report # LA12-23. 

Background                         
The Public Employees’ Benefits Program 

(PEBP) was established in 1999 to manage the 

state’s group health insurance program for its 

employees and retirees.  The program provides 

health, dental, vision, and life insurance to state 

and local government employees, retirees, and 

their covered dependents.  A nine-member 

Board appointed by the Governor oversees 

PEBP’s operations.  The Board appoints an 

Executive Officer to direct the day-to-day 

operations. 

Purpose of Audit                   
The purpose of this audit was to determine 

whether:  (1) PEBP can provide additional 

information on the costs of healthcare 

procedures to assist participants with healthcare 

decisions, (2) PEBP has adequate controls over 

contract management, (3) information 

technology controls are sufficient to protect the 

confidentiality, integrity, and availability of 

participant information, and (4) accounting 

policies and procedures are complete and up-to-

date.  Our audit focused on healthcare cost 

information available to participants and 

included a review of PPO claims paid from July 

1, 2011, through April 30, 2012.  The audit also 

focused on contract management practices in 

place from July 1, 2010, through July 1, 2012.  

Finally, we reviewed information security 

controls and accounting policies and procedures 

in place during fiscal year 2012.   

Audit Recommendations    
This audit report contains three 

recommendations to provide participants with 

additional cost information when making 

healthcare decisions.  In addition, five 

recommendations were made to improve 

contract management, and five 

recommendations to strengthen information 

security controls.  Finally, one recommendation 

was made to update accounting policies and 

procedures. 

The Public Employees’ Benefits Program 

accepted the 14 recommendations. 

Recommendation Status      
PEBP’s 60-day plan for corrective action is due 

, the six-month on March 13, 2013.  In addition

report on the status of audit recommendations is 

due on September 13, 2013. 

Summary 
Beginning in fiscal year 2012, PEBP changed its health plan to a consumer driven high deductible 

health plan.  Because of the high deductible amounts, participants have an incentive to become 

informed consumers when making healthcare decisions.  In addition, a wide range in costs exists 

for some medical services; therefore, participants could save themselves and the Plan money by 

comparing prices among providers when feasible.  Although PEBP has provided some information 

on costs, additional tools are needed to help participants fully assess the cost and quality trade-offs 

of healthcare decisions.  Finally, Explanation of Benefits statements should include clear 

descriptions of services provided and medical procedure codes.  This would help participants verify 

that billings are correct.   

PEBP can take steps to strengthen contract oversight.  We found contracts did not always include 

required performance standards.  In addition, certain vendors should report performance 

information more timely, and other vendors’ required evaluations were not done.  We also found 

weaknesses in some contract provisions and information reported to PEBP was not always reliable.  

Finally, contracting policies and procedures were out-of-date and need revision.   

PEBP’s information technology controls can be strengthened.  Sensitive data including credit card 

numbers and other information could be better protected.  In addition, background investigations 

were not conducted on staff with access to confidential information.   

Key Findings 
A wide range in costs can occur for the same healthcare procedures in Nevada.  Costs can vary 

widely because providers charge different amounts and negotiate varying discounts with insurance 

providers.  When planning nonemergency procedures participants should consider comparison-

shopping.  Comparing prices among providers could save the participant and the Plan money.   

PEBP is taking steps to provide participants with additional information to assist with comparing 

healthcare costs.  These include providing participants with access to several on-line tools that 

provide information on healthcare and prescription drug costs.  In addition, PEBP is working with 

its third party administrator (TPA) to provide participants with additional cost information for 

certain medical services.  Although PEBP is taking steps to provide participants with additional 

tools to price healthcare and pharmacy costs, more work needs to be done.  PEBP should 

periodically inform participants of the wide range in healthcare costs, tools available, and the best 

methods to compare prices.   

Participants do not receive adequate information to verify that billings are correct.  Explanation of 

Benefits (EOB) statements, provided to participants after a claim is processed, do not always 

provide clear descriptions of services billed or medical billing codes.  As a result, there is an 

increased risk that participants and the Plan could overpay for healthcare services.   

PEBP can strengthen its monitoring of vendor performance.  We found 7 of 13 contracts did not 

include required performance standards.  In addition, when standards were included in contracts, 

performance results were not always reported to PEBP.  Finally, evaluations or audits of vendors 

were not always done as required by contract.  

Several weaknesses were found in PEBP’s contract with the wellness vendor.  First, the contract 

did not include deadlines to ensure performance results were provided timely.  Second, program 

implementation dates were not included in the contract.  Third, the contract did not specify how 

results should be presented to ensure consistent reporting.   

PEBP has good information technology controls over participant information.  However, access to 

sensitive data including credit card numbers and other information could be further restricted.  Five 

PEBP staff had access to credit card information whose job duties did not require access.  In 

addition, PEBP and vendor staff can view sensitive participant information even though access is 

not needed to perform their job duties.   

Prior to 2012, PEBP did not conduct background investigations on staff with access to confidential 

information.  During our audit, PEBP began conducting Civil Name Check background 

investigations on new hires; however, current practice does not follow state requirements to 

conduct fingerprint based investigations on new employees.  Granting employees access to 

sensitive data without appropriate background investigations increases the risk that individuals 

could gain access to sensitive information and use it inappropriately.   

PEBP did not have up-to-date accounting policies and procedures.  Policies and procedures have 

not been updated in more than 7 years despite changes to the Program’s accounting function.  For 

example, procedures refer to the prior Enrollment and Eligibility System that was replaced in 2007. 
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Highlights of Legislative Auditor report on the 

Office of Veterans’ Services issued on    

October 17, 2011.  Report # LA12-03. 

Background                         
The Nevada Office of Veterans’ Services 

(NOVS) was established in 1943 to serve as an 

advocate for veterans.  NOVS is responsible for 

operating a state veterans’ nursing home; 

supervising the operations and maintenance of 

two state veterans’ cemeteries; assisting veterans 

and their families in obtaining available federal 

benefits, services, and compensation to which 

they are entitled; and obtaining and 

disseminating information to the veterans of 

Nevada.  

NOVS has offices in Las Vegas, Reno, Elko, 

and Fallon and cemeteries located in Fernley 

and Boulder City.  Additionally, the Nevada 

State Veterans’ Home, a 180 bed skilled nursing 

care facility, is located in Boulder City.  As of 

August 2010, NOVS had a total of 231 positions 

with 186 located at the Veterans’ Home.  NOVS 

is funded from a variety of sources including, 

Medicaid, private pay residents, Veterans’ 

Affairs State Home Per Diem Program, General 

Fund appropriations, license plate proceeds, 

federal burial reimbursements, Medicare, and 

gifts.  Expenditures were just over $18 million 

for fiscal year 2010 with the majority (over $15 

million) at the Veterans’ Home.   

Purpose of Audit                   
The purpose of this audit was to determine 

whether internal controls at the Veterans’ Home 

ensure that Medicaid, Medicare, Veterans’ 

Affairs, and residents are billed timely and 

accurately, and revenues are collected.  In 

addition, we determined whether the Veterans’ 

Home has adequate controls over the resident 

trust fund.  This audit included a review of the 

revenues and resident trust fund activities for 

calendar year 2010, and activities through 

February 2011 for certain areas.   

Audit Recommendations    
This audit report includes eight 

recommendations.  Six recommendations were 

made to improve controls over billing and 

collecting revenues at the Veterans’ Home.  

Two recommendations were designed to 

strengthen oversight of the resident trust fund.   

The Office accepted the eight recommendations. 

Recommendation Status      
The Office of Veterans’ Services’s 60-day plan 

for corrective action is due on January 18, 2012.  

In addition, the six-month report on the status of 

audit recommendations is due on July 18, 2012. 

 

Summary 
The Nevada State Veterans’ Home does not have adequate controls to ensure revenues are billed 

timely or accurately, and that outstanding balances are collected.  During our audit, the 

Veterans’ Home did not bill for more than $600,000 in services timely.  Although the delay 

should not impact the amount of Medicaid and Medicare reimbursements eventually received, it 

is likely that some losses will occur from private pay residents that were not billed for several 

months.  In addition, accounts receivable balances have not been adequately monitored, and staff 

have not followed the state’s policies for collecting and reporting accounts receivable.  Most 

billing and collection problems stem from a lack of policies and procedures.  During our audit, 

new fiscal staff were taking steps to develop policies and procedures and to improve the 

accuracy and monitoring of accounts receivable. 

The Veterans’ Home lacks adequate controls to ensure resident trust funds are properly 

safeguarded.  Monthly bank reconciliations of the trust account were not completed for extended 

periods of time.  In addition, duties have not been adequately segregated to help protect the 

$181,000 average monthly balance in the resident trust fund. 

Key Findings 
The Veterans’ Home did not always bill revenues timely or accurately.  We identified billing 

problems from each of the four major revenue billing sources.  For example, during our audit 

Veterans’ Home staff identified $285,000 in previously missed Medicaid reimbursements from 

prior months.  In addition, staff did not bill Medicare for a 6-month period.  We estimate that 

$240,000 had not been billed; however, staff have approximately 1 year to request 

reimbursements from Medicare.  Further, three private pay residents were not billed timely, 

including one resident that was not billed for 10 consecutive months of care.  When a bill was 

finally sent, it had a balance of nearly $53,000.  For each of these revenue sources, accounting 

staff did not have adequate policies and procedures to guide billing activities.  Policies and 

procedures are important because turnover occurred in key accounting positions and new staff 

did not have adequate guidance.  

The Veterans’ Home did not maintain accurate accounts receivable reports.  Therefore, residents 

with large receivable balances were not always monitored to ensure payment of outstanding 

debt.  Although a new software program was implemented in 2009, staff have been unable to use 

the program to generate an accurate accounts receivable aging report.  Our review of 16 

residents with outstanding balances greater than $10,000 found that only 1 had an individual 

statement balance matching the accounts receivable aging report balance.  For example, one 

resident had an aging report balance of $23,116 and a statement balance of $12,114 for the same 

day.  According to management, additional software training is needed for staff, and they are 

working with the software vendor to ensure the program performs as specified in the contract.  

The Veterans’ Home has not actively pursued the collection of delinquent accounts for private 

pay residents.  Delinquent accounts have not been turned over to the State Controller’s Office 

for collection after 60 days as required by state law.  As of December 2010, the Veterans’ Home 

accounts receivable aging report showed over $230,000 in outstanding debt between 1 and 2 

years old.  However, because the aging report contains inaccurate information, staff were unsure 

which debts and exact amounts that should be pursued for collection.   

Monthly bank reconciliations of the resident trust fund were not completed during fiscal year 

2010.  In addition, reconciliations for July through November 2010 were not completed until 

January 2011 and included an unexplained overage of about $2,400.  The trust fund holds 

residents’ money and serves as a bank for residents wishing to participate.  The trust fund is used 

by residents to pay for monthly bills, clothing, haircuts, and other services and activities.  

Therefore, reconciliations are vital to help ensure residents’ money is safeguarded and errors are 

detected and corrected timely.   

The Veterans’ Home has not adequately segregated the duties of accounting staff to help 

safeguard the resident trust fund.  Segregation of duties is needed so that one individual cannot 

control all aspects of a financial transaction.  The resident trust fund included accounts for over 

160 residents and had an average monthly balance of $181,000 for calendar year 2010.  

Segregation of duties is important to help reduce the risk of error and fraud.   
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