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Objective: Improve Oversight of Nevada’s
Independent Licensing Boards

Comply with Statute and Guidelines for Salaries.............................ooon page 2

Complying with state statute and Executive Branch guidelines governing the salaries of executive
directors and staff will ensure Nevada's independent licensing boards’ (Boards) salaries are allowable
by law and the level of compensation is consistent with similar positions within the state system.! State
statute limits most state salaries to 95 percent of the Governor's ($141,867). About 12 percent of
executive director salaries reported did not comply with statute for fiscal year 2017.

One executive director employed part-time for one board and working as an independent contractor
for two other boards was compensated $194,000 in fiscal year 2017 and stands to make $208,000 in
fiscal year 2019. The three boards operate under a co-location and cost-sharing arrangement for
facility and operating costs. The independent contractor status for two of the boards may not be valid
as the executive director is doing the same work for all three boards. The executive director as an
employee and independent contractor for multiple boards may not comply with NRS 622.220 as
amended by AB328. The executive director represented that the combined duties for all three boards
requires an average of about 45 hours per week The three boards may have overpaid for executive
director services in fiscal year 2017 by about $85,000 or $34 per license when compared to like
services provided by full-time executive directors of other boards with similar key metrics.

In 2010 the Governor issued a memorandum that directed Board salaries to be equivalent to similar
positions within the state system. About 65 percent of Boards reported they did not follow the
Governor's directive. The Boards with the five highest reported executive director salaries in fiscal
year 2017 were compared to a suggested top salary range of between about $101,000 and $132,000
for similar positions within the state system. The comparison indicates the five boards may have
overpaid on average between $28,000 and $59,000 compared to similar positions within the state
system. The Division of Human Resource Management has the expertise to provide guidance to the
Boards in selecting similar state positions and its involvement would provide state oversight to the
selection process.

Improve the Legal Support Framework.........................i page 11

Improving the legal support framework by:

e Using the Office of Attorney General (OAG) for a baseline level of legal support will ensure the
OAG maintains awareness of the activities of Boards and that there is consistency among
Boards’ actions; and

e FEvaluating the cost/benefit of using in-house salaried attorneys, OAG attorneys, or a
combination of both may provide greater efficiency in legal costs. This will ensure Boards are
incurring the least overall rate per hour for legal support and may realize cost savings in

1 The titles of the Boards’ senior operating/administrative executives vary and include, executive director, executive
officer, executive secretary, secretary/treasurer and chief inspector. The title of executive director is used throughout
to refer to these positions.



combined salaries and legal costs through better use of staff. Moreover, this may allow Boards
to lower fees for some licensees.

Boards decide when to use OAG services; not all Boards use the OAG for legal support. Not using
OAG services increases Board vulnerabilities in due process protections, including public meeting and
administrative procedures law. The OAG is the state’s expert in due process protections and favors
providing a baseline level of legal support for all Boards. Outside attorneys may not have OAG’s
familiarity with due process protections. Based on a selection of nine boards with the least use of
OAG services during fiscal years 2014 through 2017, the cost impact of a recommended baseline
level of OAG legal support would be $2,500 per year and between 0.4 and 10.7 percent of the basic
renewal fee for those nine boards.

Outside counsel rates exceed in-house staff attorney rates indicating in-house staff attorneys are the
most cost beneficial on a per hour basis if there is sufficient demand for in-house staff services. Boards
may realize cost savings in combined salaries and legal costs through better use of an in-house
attorney. The Nursing Board was able to eliminate the use of outside counsel and realize a savings
of about $47,000 in combined salary and legal costs for fiscal year 2017 by hiring an additional in-
house attorney assigned with other administrative functions.

Establish Standards for Financial and Administrative Operation........................... page 17

Department of Administration (D of A) establishing standards for financial and administrative operation
of Boards will ensure there is a standard set of guidelines in place for Boards to follow.

Assembly Bill 328 amended NRS 622 and required the D of A to “adopt regulations establishing
standards for the financial operation and administration of regulatory bodies.” Several deficiencies
and/or inconsistencies in Boards’ financial and administrative practices were noted where setting
standards could provide improved oversight by the state as follows:

e Compensation — Twenty-two of the thirty-four Boards reviewed did not follow the Executive
Branch guidelines to consider similar state positions when establishing salaries for their staff;:
four Boards did not comply with statute to limit salaries to 95 percent of the Governor;

» Operating Reserves — Twenty-eight of the thirty-four Boards reviewed reported they had no
formal policies in place for determining the adequacy of their operating reserves;

e Contract Approval ~ Twenty-five of thirty-three boards that reported executing contracts to
provide professional services during fiscal years 2014 through 2017 executed at least one
contract without the appropriate Board of Examiners approval; and

e Financial Reporting — Nine of thirty boards that filed audited financial reports under the
provisions of NRS 218G.400 for at least one fiscal year between 2014 and 2017 did not comply
with statute with respect to the basis of accounting and financial statement presentation.

APPENIX AL e e page 23
Scope and Methodology, Background, Acknowledgments
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Response and Implementation Plan
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INTRODUCTION

At the direction of the Executive Branch Audit Committee, the Division of Internal
Audits conducted an audit of Nevada’s Boards and Commissions.

We limited the scope of our audit to Nevada’'s 34 independent licensing boards
(Boards) subject to Title 54 and exempt from the provisions of both the state’s
budget and personnel acts.! Our audit focused on the Boards’ compensation
policies and practices, the type and amount of costs incurred for legal support, and
standards for financial and administrative practices. The audit's scope and
methodology, background information, and acknowledgements are included in

Appendix A.
Our audit objective was to develop recommendations to:

v" Improve oversight of Nevada’s independent licensing boards.

Independent Licensing Boards
Response and Implementation Plans

We provided draft copies of this report to officials of the Boards and the Department
of Administration (D of A) for their review and comments. Their comments have
been considered in the preparation of this report and are included in Appendix B.
Fourteen Boards provided written responses. Several Boards did not accept at
least one of our recommendations. In general, Boards that did not accept
recommendations asserted they were compliant or statutes noted in the report did
not apply to them. In its response, the D of A accepted our recommendation.
Appendix C includes a timetable for the D of A to implement the recommendation.

NRS 353A.090 specifies within six months after the final report is issued to the
Executive Branch Audit Committee, the Administrator of the Division of Internal
Audits shall evaluate the steps Boards and D of A have taken to implement the
recommendations and shall determine whether the steps are achieving the desired
results. The administrator shall report the six month follow-up results to the

committee, Boards, and D of A.

The following report contains our findings, conclusions, and recommendations.

! Nevada Revised Statutes (NRS), Title 54, Professions, Occupations and Businesses, contains
the NRS Chapters that provide the enabling legislation for the Boards, otherwise known as their

individual practice acts.
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Improve Oversight of Nevada’s
Independent Licensing Boards

Nevada’'s independent licensing boards (Boards) and the Department of
Administration (D of A) can improve oversight by:

o Complying with statute and guidelines for salaries;
e Improving the legal support framework; and
o Establishing standards for financial and administrative operations.

Improving oversight will help ensure that financial and administrative practices are
consistent across Boards. This will enhance efficiency and effectiveness of
licensing and regulatory activities and ensure licensee fees are appropriate to fund
Board operations.

Comply with Statute and Guidelines for Salaries

The Boards should comply with state statute and Executive Branch guidelines
governing the salaries of their executive directors and staff.2 Board compliance
will ensure that salaries are allowable by law and the level of compensation for
executive directors and staff is consistent with similar positions within the state
system.

Some Board Executive Director Salaries
Exceed Nevada Statutory Limits

Some Boards compensate their executive directors more than statute allows.
Moreover, one essentially full-time executive director leading three part-time
boards receives total compensaticn in excess of statutory limits.

Statute Limits Most State Salaries to
95 Percent of the Governor’s

Section 1 of NRS 281.123, “Limitation on maximum salary payable to persons
employed by State,” limits the salary of a person employed by the state to 85
percent of the salary for the office of the Governor during the same period, with
certain exceptions. Section 1 does not apply to dentists and physicians employed
full-time by the state, officers and employees of the Nevada System of Higher
Education, and salaries authorized by statute where the statute refers specifically
to a position.

2 The titles of the Boards' senior operating/fadministrative executives vary and include, executive
director, executive officer, executive secretary, secretary/treasurer and chief inspector The title
of executive director is used throughout to refer to these positions.
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About 12 Percent of Executive Director Salaries
Did Not Comply with Statute

Four of the Boards, or about 12 percent, did not comply with statute for fiscal year
2017 for their executive director positions. Exhibit | shows the salaries in excess
of statute for fiscal year 2017.

Exhibit |
- Salaries in Excess of Statute
Excess over $141,867 (95 Percent of Governor’s)?
| Board Salary" ~____ Amount Percent
Pharmacy $181,677 $39,810 28.1%
Medical $161,491 $19,624 13.8%
Contractors® $159,967 $18,100 12.8%
Accountancy $162,770 | $10,903 _ 7.7%
Table Notes:

'Board reported salaries converted to a PERS Employee/Employer equivalent salary for comparability.
2Governor's salary from Pay Policy 30 “Elected Officials” effective January 1, 2016.
3Contractors Board salary reduced by 8.1 percent to reflect a lesser benefit package for comparability.

Compliance with statute would ensure the Boards’ executive directors are not paid
over statutory limits. Compliance with salary limitations may allow some boards to
evaluate lowering fees for licensees.

One Executive Director Working Part-Time for Three Boards
Compensated $194,000 — Stands to Make $208,000

One executive director works part-time for three boards. The executive director is
employed by one board and is contracted by two additional boards. Compensation
from the three boards for their executive director was $194,000 in fiscal year 2017.
Exhibit |l details the compensation for the executive director for fiscal year 2017.

Exhibit Il
Compensation for Executive Director
Percent Compensation
of Time |Number of| Number as a Percent of
Board _| Compensation Worked! | Licenses | of Staff?| Expenditures | Expenditures
Occupational Therapy? $101,953 56% 1,201 1 | $216,065 47.2%
Environmental Health $19,800 11% 233 0 $27,875 71.0%
Speech Pathology $72,000 | 33% 1,074 1 ~ $149,933 48.0%
Total $193,753 100% 2,508 2 $393,873 49.2%
Table Notes:

"Percent of time worked based on allocation reported by the boards’ executive director.
ZPart-time staff excluding the executive director.
3Compensation includes salary and leave and social security benefits.

3 of 69



Boards Approve Agreements for
Compensation of $208,000 in 2019

The current agreements approved by the three independent boards provide salary
and other compensation totaling $208,000 in 2019 for their executive director.
Compensation includes salary and/or leave and social security benefits:

e Occupational Therapy — $112,000;

e Environmental Health — $ 24,000; and

e Speech Pathology - $ 72,000.

This represents an additional 7.2 percent increase in compensation over fiscal year
2017.

Boards Operate Under a Co-Location and
Cost-Sharing Arrangement

The Occupational Therapy Board leases office space that it shares with the
Environmental Health and Speech Pathology boards under a co-location and cost-
sharing arrangement. The arrangement allows these three small boards to share
operating costs, thereby reducing overall costs for the three boards combined.
Personnel costs are not subject to the agreement and are born by the individual
boards.

One Executive Director as Independent Contractor for Multiple Boards
May Not Comply with NRS 622.220 as Amended by AB328

One executive director is employed by one board and is an independent contractor
for two other boards. This arrangement may not comply with NRS 622.220 as
amended by Assembly Bill 328 (AB328) from the 2017 session because the
executive director’s independent contractor status may not be valid.

Section 4 of AB328 amends NRS 622.220 and prohibits a person from being
employed by more than one board as an executive director or in a position with
powers and duties similar to an executive director. However, AB328 is silent as to
whether an individual may be employed by one board and independently
contracted with other boards to serve in an executive director capacity.

Independent Contractor Status
May Not Be Valid

The executive director's arrangement may be deemed an employer-employee
relationship for all three boards and therefore may invalidate the independent
contractor status for two of the boards. State Administrative Manual (SAM)
0320(3)(b) states that, “A person is not an independent contractor simply because
there is an agreement designating him/her as such or because the employer
permits him/her considerable discretion and freedom of action.”
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Also, the state contract form, “Contract for Services of Independent Contractor,”
provides that, “The State and Contractor shall evaluate the nature of services and
the term of the Contract negotiated in order to determine ‘independent contractor’
status, and shall monitor the work relationship throughout the term of the Contract
to ensure that the independent contractor status remains as such.”

Executive Director is Doing the Same Work
for the Three Boards in a Full-Time Capacity

The executive director represented there is no difference between the three boards
with regard to the duties performed for each board or the level of control exercised
by the respective board members over the executive director positions.
Additionally, the written duties and responsibilities in the job descriptions are the

same for the three boards.

Moreover, the executive director represented that the combined duties for all three
boards requires an average of about 45 hours per week (see Exhibit Il for the time
allocation between the three boards). This approximates one full-time position.

The current independent contractor relationship with two of the boards may be in
form only, while the substance of the relationship with all three boards may be that
of employer-employee. If so, the relationship with the two boards would not comply
with the provisions of NRS 622.220 (as amended by AB328).

The Three Boards Combined May Be
Overpaving For Executive Director Services

The three boards may be overpaying for executive director services. In fiscal year
2017, the combined compensation of the three part-time positions may have
resulted in overpaying for executive director services when compared to like
services provided by full-time executive directors of other boards with similar key

metrics.

For fiscal year 2017, there were four comparable boards (Architecture,
Chiropractic, Physical Therapy, and Veterinary), each having a full-time executive
director and similar key metrics of between 2,000 and 4,000 licenses or
expenditures between $300,000 and $500,000.

Exhibit Ill details the comparison of the compensation for like services between the

three part-time boards with one executive director and the average of the four
individual boards each with full-time executive directors.
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Exhibit Il
Cost of Like Services Comparison

| Compensation |
Number of | Number as a Percent of |
[ Board | Compensation | Licenses | of Staff! [Expenditures Expenditures |
Combined Part-Time Boards* | $193,800 2,508 2 | $393,800 49.2% J
Average Full-Time Boards®* | §$109,100 | 2444 | 4 $495,000 | 22.0%

| Difference | $84,700 |

Table Notes:

Fulltime and par-time staff excluding the executive director position.

2Reported compensation adjusted for leave and social security benefits provided by Occupational Board.

3Average full-ime salaries increased by 35 percent for comparability, to reflect total compensation including
the cost of state provided benefits package.

4Individual fulltime compensation of the four comparative boards ranged from about $101,400 to $118,800,
inclusive of 35 percent benefits package.

For fiscal year 2017, the three part-time boards with one executive director may
have overpaid about $84,700 for like services when compared to the average of
boards with a full-time executive director and similar key metrics. The potential
overpayment amounts to about $33.77 per license ($84,700 / 2,508).

Three-Board Arrangement
Compared to Full-Time Boards

Comparing the three-board arrangement to the average of all boards with a full-
time executive director shows inconsistencies between licenses, expenditures,
and compensation. The three-board arrangement:
e Serves 26 percent of the average number of licenses for full-time boards;3
» Incurs 31 percent of the average expenditures for full-time boards; 4 and
o Pays 137 percent of the average executive director compensation for full-
time boards.5

Source: Exhibit Xll, page 26;

3 Licenses: 2,508 / 9,723 = 25.8 percent.

4 Expenditures: $394,000 / $1,267,000 = 31.1 percent.

S Compensation: $193,800 / $141,100 = 137.3 percent. $141,100 = average salary $104,500 plus
estimated benefits of 35 percent added for comparability.
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Governor Issued Memorandum
for Board Staff Compensation

On October 7, 2010, the Governor issued a memorandum directing Boards to
comply with NRS 281.123 (salary limitation) and ensure salaries are equivalent to
similar positions within the state system.

Boards Directed to Ensure Salaries Equivalent to
Similar Positions within the State System

The Governor's memorandum directed Boards to comply with the following
guideline, “To the extent that positions are comparable to those in the classified or
unclassified service of the state, salaries for Board...staff should be equivalent to
that of a similar position within the state system.”

About 65 Percent of Boards Did Not Follow
the Governor's Direction for Staff Salaries

For fiscal year 2017, 22 of the Boards or about 65 percent did not follow the
Governor's memorandum that Board salaries be equivalent to similar positions
within the state system, especially for executive director positions. During fiscal
years 2014 through 2017, eight or about 24 percent of the Boards reported they
performed some sort of compensation study to set the salary of their executive

director.

However, not all the compensation studies compared the executive director
positions with similar positions within the state system. Boards chose instead to
compare their executive director position to other Nevada boards, Nevada
municipalities, and out-of-state boards and governmental entities. These entities,
in general, pay higher salaries than the state system.

Board Positions Paid More
Than Similar State Positions

Some Board positions are paid more than similar positions in the state system.
These positions include the executive director-level as well as other, subordinate

positions.

We selected the five boards with the highest reported salaries for their executive
directors in fiscal year 2017 to compare to similar positions within the state system.
Exhibit IV lists the five boards’ executive director’s salaries and key metrics.
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Exhibit IV
Five Highest Salaries for Fiscal Year 2017

| Compensation |

Number of Number as a Percent of |

B Board Salary' | Licenses | of Staff | Expenditures | Expenditures |

Pharmacy $181677 | 48578 | 4 | $2957,406 | 6.1% |
Medical $161,491 15315 | 35 | $4,372444 |  37%
Contractors? $159,967 16611 | 61 | $7,101,911 | 2.3%
IAccountancy $152,770 4001 | 8 $631,210 |  24.2%
Dental | $141,798 | 5520 | 6 $1,156678 |  12.3%

Bl = | | -

Average ~ $159,540 18,005 23 $3,243,730 | 50% |

Table Notes:
Board reported salaries converted to a PERS Employee/Employer equivalent salary for comparability.
2Contractors Board salary reduced by 8.1 percent to reflect a lesser benefit package for comparability.

Similar Positions within the State System
Selected to Provide a Range for Comparison

Nevada’s personnel system includes a wide range of classified and unclassified
positions and related pay schedules that may be used to determine similar
positions within the state system for all Board staff. The unclassified positions
serve at the pleasure of the hiring authority, similar to the Boards’ executive
directors who serve at the pleasure of their respective boards.

Five unclassified positions were selected to provide a range of similar positions for
comparison to the executive directors of the five boards with the highest executive
director salaries. Four positions were selected based on similar qualifications and
level of responsibility in agencies with a commission or board having regulatory
authority of an industry, profession or occupation that is funded primarily by fees.
The Pharmacist 3 position was selected based on qualifications and level of
responsibility in an agency that provides medical services statewide. Exhibit V
summarizes the key metrics for the selected similar state positions.
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Exhibit V
Selected Similar State Posijions

| Fiscal Year 2017 |

Position/ ‘ Maximum | Responsibility | Regulatory Funding | |
Agency | Salary! | Level | Authority | Source ‘ Expenditures |# Staff
Overall operations 19 boards and
. forone ofthe | commissions that
Director, : Fees,
Business & | $131678 | largest.most | regulate various . oonatione $93.5 million | 679
Industry (B&I) ComBIN industries, ™y orants |
departments in the| occupations and
! state professions i
| Overall financial
Executive and administrative NS
Director, Public operations for one o:ngoa‘:l‘;gg(;:g"%o
Utilities $120,564 of the largest rg obile radio Fees $11.2 million | 96
Commission of regulatory service providers
Nevada (PUCN) | commissions in | p
. the state L
| 50,000 real estate
Overall brokers, agents,
Administrator, administrative appraisers, Primarily fees
B&l Real Estate | $100,858 |operations for one timeshares, and limited | $6.3 milion | 54
Division (RED) of B&I's larger | property managers |appropriations '
commissions | and home owners
B __associations )
Overall
Administrator, administrative | 3,500 taxicabs and
B&! Taxi Cab | $117,699  operations for one| 8,000 permits in Fees $6.3 million 69
Authority (TCA) of B&I's larger Clark County | |
| boards | - B !
: Overall operations '
| of pharmacy for a |
Pharmacist3 | $124,109 | depariment that - - - -
provides medical

|services statewide|

Table Note:

1Reflects unclassified PERS Employee/Employer equivalent salary for comparability.

Some Boards May be Overpaying for Executive Director Services
When Compared to Similar Positions within the State System

Comparison of the average of the five boards with the highest executive director
salaries to the high and low range for similar positions indicates the boards may
have overpaid, on average, between $28,000 and $59,000 when compared to
similar positions within the state system.? The potential overpayment amounts to
between 18 and 37 percent of the salary paid, which is between 0.9 and 1.8
percent of expenditures, or between $1.56 and $3.28 per license for those five

boards.

6 $27,962 = Average salary of $159,540 — (highest similar salary of $131,578).
$58,682 = Average salary of $159,540 — (lowest similar salary of $100,858).
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Suggested Ranges for
Executive Director Compensation

Based on our comparison of salary, qualifications, responsibilities, authority, and
budget, the top salary of full-time executive directors of Nevada's independent
regulatory boards should range between approximately $101,000 and $132,000
depending on the complexity of the board. Part-time executive directors should be
compensated accordingly based on an hourly equivalency and the number of
hours worked.

Pharmacy Board May Reaquire Additional Evaluation

The Pharmacy Board requires that its executive director be a licensed pharmacist
and may require more pharmacy specific and medicine related managerial
experience than is required from a- state agency director. Accordingly, the
Pharmacy Board's executive director position may require further evaluation to
determine if it should fall within the suggested range.

Division of Human Resource Management
Has Expertise to Provide Direction

Boards are exempted from the state personnel act under the provisions of NRS
284.013 and consequently may not have sufficient expertise or familiarity with the
state’s personnel system classifications to select similar positions within the state
system for salary comparability. Additionally, without state involvement in the
selection process, no oversight by the state would exist. The Division of Human
Resource Management (DHRM) has the expertise to provide direction which would
bring state involvement to the selection process.

DHRM represents that it could bring state involvement to the selection process by

providing formal oversight if given the executive or legislative authority. This would
not require the Boards to be subject to the provisions of Chapter 284.

Conclusion

Complying with state statute and Executive Branch guidelines governing the
salaries of their executive directors and staff will ensure that salaries are allowable
by law and the level of compensation for executive directors and staff is consistent
with similar positions within the state system.

Recommendation

1. Comply with statute and guidelines for salaries.
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Improve the Legal Support Framework

Boards should improve their legal support framework by:

Using the Office of the Attorney General (OAG) for a baseline level of legal

support; and
Evaluating the cost/benefit of using in-house salaried attorneys, OAG

attorneys, or a combination of both.

Using the OAG for a baseline level of legal support will ensure the OAG maintains
awareness of Board activities and there is consistency among Board actions.

Evaluating the cost/benefit of using in-house salaried attorneys, OAG attorneys, or
a combination of both may provide greater efficiency in legal costs. This will ensure
Boards are incurring the least overall rate per hour for legal support and may
realize cost savings in combined salaries and legal costs through better use of
staff. This may allow lower fees for some licensees.

Overview of Legal Activity

For the four fiscal years 2014 through 2017, Boards reported they received legal
support from four sources:

In-house Staff — Attorneys employed full-time by the Boards and paid an

annual salary;
In-house Contract — Attorneys employed part-time by the Boards and paid
an hourly rate for time worked on board business;

OAG — Deputy Attorneys General (DAGs) assigned to the Boards from the

Boards and Open Government Division of the OAG; and

Outside Counsel — Attorneys retained by the Boards as independent
contractors and paid an hourly rate for hours billed. The contracts must be
submitted to the Clerk of the Board of Examiners (BOE) for approval if

$2,000 or more.

Exhibit V1 lists the breakdown of legal costs by source for fiscal years 2014 and

2017.
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Exhibit VI

Breakdown of Legal Costs
Legal Costs by Source

|
In-House | In-House Outside | ‘
Staff Contract OAG Counsel | Total Costs |
_ Description | 2014 | 2017 | 2014 [ 2017 | 2014 | 2017 | 2014 | 2017 | 2014 | 2017
ount (in $Thousands) | $554.4 [$794.0/$141.7/$147.3] $236.4 |$398.1/$807.0/$780.9, $1,739.5$2,120.3|
Percent of Total Board Legal Costs | 32% | 37% | 8% | 7% | 14% | 19% | 46% | 37% | 100% | 100% |
[Boards Using Source 3 | 4 | 7 9 | 3 31 [ 7 | 11
[Board Positions for Source 4 | 7 9 10 |
[Boards Using 100% OAG s 20 16 [
Boards Using Partial OAG - —- D | 15 |
[Percent of Total Board Expenditures’| 2.2% | 2.6% | 0.6% | 0.5% | 0.9% | 1.3% | 3. 2% 26% | 6.8% | 7.0%

Legal Costs by Hourly Rate

n B P ——— — T

| In-House Staff® In House Contract | _OAG? Outside Counsel |

Year Hi Lo Avg Lo Avg | Hi | Lo | Avg Hi Lo | Avg |
2014 | §79 | $64 | $71 ;5175 l $120 | $130 | Al $152 | $259 | $160 | $214 |

| 2017 | $87 | $66 | $76 | $175 | $100 | $138 | All $154 | $288 | $100 | $223 |

Table Notes:

Total expenditures were $25.5 million in 2014 and $30.4 million in 2017.

20AG bills boards at an hourly rate for time worked on board business. OAG billing rates are set each fiscal
year and are the same for all boards.

SAmounts and rates for In-house staff includes reported salary plus 35 percent for estimated benefit costs.

Use OAG for Baseline Level of Legal Support

Boards should use the OAG for a baseline level of legal support. This will help
ensure that the OAG maintains awareness of Board activities and legal
vulnerabilities and there is consistency among Board actions.

Not All Boards Used the OAG
for Legal Support

Not all Boards used the OAG for legal support in recent years. Six Boards reported
that they did not use the OAG for legal support for at least one full fiscal year during
the four fiscal years 2014 through 2017. State oversight could be improved if the
Boards used the OAG for a baseline level of legal support. This will help ensure
the OAG maintains awareness of Board activities and Board actions are consistent
and in compliance with statute.

Boards Decide
When to Use OAG Services

The OAG represents a DAG is assigned to every Board. lt is the Board's decision
whether or not to request OAG services. The OAG does not have authority o
provide services or be involved in Board activities unless requested. Further, the
OAG represents the only instances when Boards are required to request OAG
services are the Board seeks a formal OAG opinion or the Board seeks an OAG
review of an independent contract. Beyond these requirements, the use of OAG
services to act as legal counsel is entirely at the discretion of the Boards.
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Not Using OAG Services
Increases Board Vulnerabilities

Boards may be vulnerable if they do not request the services of the OAG to act as
legal counsel, especially with regard to compliance with public meeting and
administrative procedures laws. These laws exist to provide transparency and due
process protections to both the public and the Boards' licensees. If the OAG does
not regularly act as legal counsel for Boards, especially when Boards hold open
meetings, the OAG will not have a continuing awareness of the Boards’ adherence
to transparency and due process protections. Boards that do not adhere to open
meeting and administrative practices law may expose the Board, and by extension
the state, to significant legal liability.

The OAG represents that there have been instances when Boards have been sued
for failure to follow public due process protections. In these instances, it was
necessary for Boards to provide costly legal defense for actions that could have

been prevented.

Outside Attorneys May Not be Familiar with
Due Process Protections

Both the OAG and in-house staff counsel expressed concerns about outside
attomneys retained by the Boards to act as legal counsel for the Boards during open
meetings. One concern is outside attorneys may not be familiar with public due
process protections, even though they may be experts on the requirements of the
Boards' individual practice acts. Another concern is that interpretations of open
meeting and administrative practice laws may not be consistent when made by
outside attorneys that do not have the benefit of common training. A third concern
is outside attorneys are retained and paid directly by Boards, which creates
attorney-client relationships that may encourage legal advice to be more aligned
with Boards’ interests, without consideration of the state's interests.

OAG is the State Expertin
Due Process Protections

The OAG is the state expert in due process protection. The OAG exists for the
protection of the state and its citizens and is the default legal counsel for all state
agencies who are funded through appropriations from the state’s general fund.
Many of these agencies are regulatory boards and commissions subject to the
same open meeting and administrative practices laws as Boards. In this role, the
OAG serves to protect the due process rights of the public as well as the interests
of the state. The DAGs assigned to Boards receive the same training on
requirements of open meeting and administrative practices laws in order to ensure
their individual interpretations are consistent and in conformance with guidelines
established by the OAG. Additionally, DAGs have dual responsibilities as
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advocates for Boards and as protectors of the state’s interests when the Boards’
interests may be in conflict with the state’s interests.

OAG Favors Baseline Level of
Legal Support for all Boards

The OAG favors a baseline level of support that includes providing legal counsel
for Boards during open meetings. This would ensure transparency and the public’s
due process protections are adhered to and applied consistently among Boards.
In addition, it ensures the OAG maintains a continuing involvement with Boards to
improve the level of legal support and oversight of regulatory activities.

Cost Impact of OAG
Baseline Level of Leagal Support

By receiving OAG counsel, Boards may be subject to increased costs to pay for
the baseline level of support. Boards are funded by license fees and do not receive
general fund appropriations. The OAG bills for services at its established billing
rate, which Boards pay from their operating revenues.

The minimum cost of receiving the recommended baseline level of legal support
for a Board that meets quarterly is estimated at about $2,500 each fiscal year.”
For the four fiscal years 2014 through 2017, nine boards reported less than $2,500
per year in average OAG billings.®8 Exhibit Vil shows the impact on Boards that
spent less than $2,500 for OAG support.

Exhibit Vii
Cost Impact of Baseline Legal Support
| Range!
L B Descripton =~ | Highlmpact | Low Impact
| Average Active Licenses (Fiscal Years 2014 —2017) | 234 2,301
Basic License Renewal Fee (Fiscal Year 2017) - %100 | $250
Impact of Additional Legal Costs of $2,500: _ | I
Increased Cost Per Active License - | $10.68 | $1.09 [
As a Percent of Basic Renewal Fee 10.7% 0.4% '

Table Notes:
Highest = Environmental Board; Lowest = Veterinary Board.

The estimated impact on the nine Boards of an additional $2,500 in legal costs
would range from 0.4 percent to 10.7 percent of the basic annual renewal fee.

7 Minimum cost is estimated as four meetings at four hours per meeting for preparation, attendance,
and post meeting work. This amounts to 16 billable hours per year at $154 per hour, or about
$2,500 per year.

8Accounting, Athletic Trainers, Barbers, Chiropractic, Optometry, Podiatry, Engineers,
Environmental, and Veterinary Boards.
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Evaluate Cost/Benefit of Attorney Choices

Boards should evaluate the cost/benefit of their choices for attorneys and legal
support. More efficient choices could reduce legal costs and may allow some

Boards to reduce fees for licenses.

In-House Staff Attorneys
Most Cost Beneficial

The use of in-house staff attorneys is the most cost beneficial choice on a per hour
basis when compared to outside counsel if there is sufficient demand for in-house
staff services. Boards should evaluate the cost/benefit of using in-house staff
attorneys in conjunction with the OAG for legal support. This will ensure Boards
are incurring the least overall rate per hour for legal support services. In addition,
Boards may realize cost savings in combined salaries and legal costs through
better use of an in-house attorney assigned other administrative functions.
However, based on demand for legal services, it may be more cost beneficial to
use outside counsel for a limited number of hours.

QOutside Counsel Rates Exceed
In-House Staff Rates

On average, the hourly rate for outside counsel exceeds the hourly rate for in-
house staff attorneys. Exhibit VIl shows the hourly rate comparison for legal

support.

Exhibit Vill
Hourly Rate Comparison for Legal Support )
| In-
| House
Staff | In-House Contract QAG Outside Counsel

| Dollar | Percent ‘ Dollar | Percent Dollar | Percent
Diff | Diff | Rate | Diff Diff | Rate | Diff | Diff

Year Rate | Rate Dif |
$62 I 82% $154]__$7_§ | 103% | $223 | $147 193%

2017 $76" | $138
Table Nots:
'Rate includes reported salary plus 35 percent for estimated benefit costs.

On average, the hourly rate for outside counsel exceeded that of in-house staff
by $147 per hour or about twice the cost during fiscal year 2017.

Nursing Board Provides a
Cost/Benefit Example

The Nursing Board provides a cost/benefit example of employing in-house
attorneys. In fiscal year 2015, the Nursing Board’s legal support was provided by
a combination of one in-house staff attorney, OAG attorneys, and outside counsel.
In fiscal year 2016, the Nursing Board reorganized its operations by hiring an
additional full-time in-house attorney and assigning some administrative functions
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to their legal staff in addition to direct legal support. This allowed the Nursing Board
to eliminate the use of outside counsel for fiscal year 2017, thereby reducing the
hourly cost by about five percent and total legal costs by $47,000.

Conclusion
Improving the legal support framework by:

Using the OAG for a baseline level of legal support will ensure the OAG maintains
awareness of the activities of Boards and that there is consistency among Boards’
actions.

Evaluating the cost/benefit of using in-house salaried attorneys, OAG attorneys, or
a combination of both may provide greater efficiency in legal costs. This will ensure
Boards are incurring the least overall rate per hour for legal support and may
realize cost savings in combined salaries and legal costs through better use of
staff. Moreover, this may allow Boards to lower fees for some licensees.

Recommendations

2. Use the OAG for a baseline level of legal support.
3. Evaluate the cost/benefit of using in-house salaried attorneys in
combination with the OAG for legal support.
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Establish Standards for Financial and Administrative Operation

The Department of Administration (D of A) should establish standards for financial
and administrative operation of Boards. This will ensure that there is a standard
set of guidelines in place for Boards to follow.

Establishment of Standards
Required by Statute

Assembly Bill 328 (AB328) amended NRS 622 and required the D of A to “adopt
regulations establishing standards for the financial operation and administration of
regulatory bodies.” Prior to this legislation, Boards typically adopted their own
regulations. AB328 was intended to enable the D of A to address and adopt
regulations for a basic set of standards for Boards. Boards that already meet the
standards in their regulations would continue to operate as normal.®

Financial and Administrative Practices
Need Standards

Several deficiencies and/or inconsistencies in Boards’ financial and administrative
practices were noted where setting standards could provide improved oversight by

the state. These practices include: compensation, operating reserves, contract
approval, and financial reporting. Each section below outlines the deficiencies
and/or inconsistencies noted and potential standards for each area where the state

could improve oversight.

Compensation

Twenty-two of the Boards did not follow the Executive Branch guidelines to
consider similar state positions when establishing salaries for their staff and four
Boards did not comply with statute to limit salaries to 95 percent of the Office of

the Governor.

The D of A could consider codifying as a standard, the Executive Branch guideline
that Board positions should be equivalent to similar positions within the state
system. The standard could establish the state equivalent salary range for each
Board position that Boards should not exceed, thereby allowing Boards to manage
their personnel costs within the ranges established.

The standard could include the authority for the Division of Human Resource
Management (DHRM) to provide the necessary expertise and guidance to Boards
in evaluating their staff positions and determining the appropriate similar position
within the state system.

® March 24, 2017 Assembly Committee on Commerce and Labor minutes, pages 9-11.
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By establishing compensation standards, the state's oversight of Boards will be
improved by ensuring compensation levels are comparable to similar state
positions and comply with statute.

Operating Reserves

Twenty-Eight of the Boards reported they had no formal policies in place for
determining the adequacy of their operating reserves. In general, Boards reported
they considered their cash position, expected revenues, and operating expenses
as part of their current period financial planning and review process. The Boards
did not consider whether the on-hand reserve balances were deficient or
excessive. Not having an established reserve standard to determine whether the
reserve is deficient or excessive may impact the financial stability of the Boards. If
the reserves are too low, Boards may not be able to cover operating expenses, or
if too high, Boards may be overcharging for license fees.

Exhibit IX lists the Boards’ operating reserve calculations for fiscal year 2017.
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Exhibit IX

Board Reserve Calculations

‘ Reserve |
Fund Deferred Calculated Monthly Ratio |
Board Balance! Fees! Reserve®? | Expenditures! | (in months)® |
. Homeopathic ($132,525) %0 $12561 | $4,620 27 |
~ Investigators $404,182 ‘ $238,780 $642962 | $126267 | 5.1
[ Social Workers $160,787 $25,300 $186,087 |  $33,312 | 56
_ Marriage $37,822 $60,000 $08,722 |  $13.931 74|
Cosmetology ($332,372) | $1,802,599 | $1470227 $198,649 7.4
Petroleum | $276,607 %0 $276,607 | $31,560 88 |
~ Alcohol, Drug | $207,795 $0 |  $207,795 |  $19,756 105 |
. Massage | $411,027 $349,947 $760,974  $64,940 r 17|
Architecture $617,913 | $233250 |  $851,163 $66,534 | 1
Opticians ~ $84,582 $54,310 $138,892 | $10,723
Physical Therapy $359,188 $108,340 $467,528 $35,410
~ Funeral $291,713 $39,523 | $331,236 | $23,496
~ Pharmacy | $1,312578 | $2,278,375 | $3,590,953 |  $246451 ]
_ Speech $134,840 | $60,992 | $195,832 | $12,494 |
| Psychological $83,446 $208,085 | $291,531 |  $18460 | 15
Contractors $7.074,057 | $2,451,685 | $9,625742 |  $501,826
Veterinary $429,057 $161,700 | $590,757 $34,729
! Medical® | $4,465,176 | $1,780,527 | $6,245,703 $364,370
Environmental | $40,172 $0 | $40,172 $2323 | 17
Osteopathic | $1,035,552 $0 $1,035,552 $54,697
_ Oriental | $135,101 $0 | $135101 $6,691 202
Chiropractic | $233,238 | §$370,853 $604,091 $28,330
Landscape $74,224 | $50,485 |  $133,700 $6,150 | 21
Court Reporters $83,451 |  $66,375 $149,826 $6,631 |
_ Accountancy $1,094,560 $240,450 | $1,335,010 $52,601 254
I Barbers $124,156 | $46,554 |  $170,710 | $6,597 259
| Long-Term Care $268,135 $72,377 $340512 | §$12,952 26.3
- Nursing $5,075459 | $1,903,443 | $6978902 |  $248,657 281 |
j Dental $1406,722 | $1,371,300 | $2,778,112 | $96,307 28.8
[ Optometry $428,208 $130,283 | $567,581 $19,703 288
Engineers $2,224,428 $0 | $2,224,428 $69,159 322
Athletic Trainers $89,402 $0 $89,402 $2,634 339 |
Podiatry $164,608 $20,803 $185411 $5,340 347 |
[ Occupational $668,907 $183,347 $852,254 $18,005 a3 |
Average $853,801 | $421,432 | $1,279,590 $74,506 ]
Table Notes:

1Source: Audited Financial or Balance Sheet Reports submitted per NRS 218G.400, or internal financial
statements for the 2017 fiscal year. The Fund Balance is essentially a board's cash position plus or minus
any assets or liabilities that are considered within the inmediate revenue cycle of the board. The Fund
Balance does not include cash received for Deferred Fees, which are generally license fees collected in
advance of the license period. The Deferred Fees amount is added back to the Fund Balance as it represents
cash on hand not included in the Fund Balance.
2Calculated Reserve = Fund balance plus deferred fees.
3Reserve Ratio = Reserve in Months = Calculated Reserve / Average Monthly Expenditures
4Calculated reserve for Homeopathic Board adjusted for $145,086 in legal fees owed to the Office of the

Attorney General that was included in the deficit fund balance of $132,525 at June 30, 2017.

SMedical Board reports are calendar year instead of fiscal year. Amounts are from the December 31, 2016

audited financial reports.

80n March 24, 2018, Occupational Board changed the license term from one to two years without an increase

in fee.
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Reserve ratios for fiscal year 2017 varied greatly among the Boards: 8 boards or
24 percent have reserves less than 12 months; 16 boards or 47 percent have
reserves between 12 and 24 months; and 10 boards or 29 percent have reserves
over 24 months. The average reserve ratio for all Boards was 17.2 months.

Board Reserve Calculations
Will Vary

In establishing an appropriate reserve, no one standard or benchmark may be
applied to all Boards. Different factors affect each Board’s operations.’® A reserve
of 3 - 6 months as the low end and 24 months as the high end may be considered
an appropriate range for establishing a reserve.

Boards should make it a top priority to develop a reserve policy that defines reserve
requirements, reserve calculation, and factors used in the reserve calculation.
Factors that may be considered in establishing a reserve include: revenue cycle,
normal operating expenses, and contingency costs.

The D of A could consider codifying the standard that Boards develop an adequate
reserve requirement and provide general guidelines as to the method of
calculation, factors to consider, and the timing of preparing and monitoring of the
reserve status.

By establishing reserve requirement standards, the state’s oversight of Boards will
be improved by ensuring Boards maintain the financial stability of their operations
while at the same time limiting the fees charged for licenses.

Contract Approval

Thirty-three boards reported executing contracts to provide professional services
during fiscal years 2014 through 2017. Twenty-five or 76 percent of these
executed at least one contract without approval from the Board of Examiners
(BOE) for contracts exceeding $50,000 or Clerk of the Board for contracts for
$2,000 and above.

Exhibit X lists contracts executed without BOE approval.

10 Whitepaper, Nonprofit Operating Reserves Initiative Workgroup, September 2008.
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Exhibit X

Contracts Executed without BOE Approval

Number Not

Number Reported | Approved | Non-Compliance Rate?
| Type of Service Boards | Confracts | Boards | Contracts | Boards Contracts
___ Outside Counsel 19 24 4 ) 33% 3%%

| Audit 28 32 19 20 68% 63%

Lobbyist 25 30 | 8 8 32% 27%

| Accounting: 12 12 | 8 8 - 68% 68%

Executive Director 7 7 3 3 _43% 43%
| Hearing Officer 2 2 1 1 | 50% 50%
Investigator 1 1 0 0 - - _
Examination | 1 | 2 | 1 100% 100% _

Total - 33 | 110 25 | 48 6% | 44%

Table Note:

TNon-Compliance Rate equals Number Not Approved / Number Reported.

The high non-compliance rates may be because Boards do not understand they
are subject to the provisions of NRS 333, “State Purchasing” and the State
Administrative Manual (SAM). By not receiving proper approval executing
contracts for professional services, Boards, and by extension the state, may not
be adequately protected from liability.

The D of A could consider codifying the standard that Boards are subject to the
provisions of NRS Chapter 333 and SAM for the execution of contracts. This would
provide clear guidance to Boards and help eliminate misunderstandings or
misinterpretations.

Following the BOE approval process will ensure appropriate reviews by Boards,
DAGs, and the Budget Division. Establishing contract approval standards will
improve the state’s oversight of Boards and ensure they comply with state
guidelines and protect Boards and the state from liability exposure.

Financial Reporting

Board financial reporting is inconsistent and not comparable. Thirty boards filed
audited financial reports under the provisions of NRS 218G.400 for at least one
fiscal year between 2014 and 2017. Nine or 30 percent of these boards filed
audited financial reports that did not comply with statute with respect to the basis
of accounting and financial statement presentation.

Section three of NRS 218G.400 states in part that, “...all financial statements must
be prepared in accordance with generally accepted principles of accounting for
special revenue funds.” Accounting principles and standards for special revenue
funds require that they be accounted for and presented as “Governmental
Funds.”! For the nine non-compliant boards, their audited financial reports were
accounted for and presented as “Proprietary Funds.”

11 Governmental Accounting Standards Board (GASB) Statement No. 34, paragraph 405.
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The Governmental Funds basis of accounting and presentation is the same as for
state’'s General Fund so the financial reports for the boards that follow this basis
of accounting are comparable to other state agencies that are funded by
governmental funds.

The Proprietary Funds basis of accounting and presentation is generally the same
as that used by a commercial enterprise that provides goods or services in
exchange for a fee.

Generally, Board management and their auditors represented that they were not
aware of the statutory requirement of NRS 218G.400 that the financial reports be
prepared as if Boards were special revenue funds. Without that statutory
requirement, the governmental accounting standards might be interpreted that
either method of accounting and presentation is acceptable.

The D of A could consider codifying a standard that Boards are required to prepare
and file audited financial statement reports in compliance with NRS 218G.400
using the Governmental Funds basis of accounting and presentation. This would
provide clear guidance to the Boards and help eliminate misunderstandings or
misinterpretations.

By establishing a financial reporting standard, the state’s oversight will be
improved by ensuring Boards comply with statute and financial information
presented by Boards is consistent and comparable.

Conclusion

Department of Administration establishing standards for financial and
administrative operation of Boards will ensure there is a standard set of guidelines
in place for Boards to follow.

Recommendation

4. Establish standards for financial and administrative operation of Boards.
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Appendix A

Scope and Methodology,
Background, Acknowledgements

_— . ————— e ——————————

Scope and Methodology

We began the audit in September 2017. During the course of fieldwork, we
interviewed management and staff of Nevada's independent licensing boards
(Boards); Office of the Governor, Budget Division (Budget); Office of the Attorney
General (OAG); Department of Administration (D of A), Division of Human
Resource Management (DHRM), Purchasing Division (Purchasing); Department
of Business and Industry (B&l); Public Utilities Commission of Nevada (PUCN);
Legislative Council Bureau (LCB); Government Accounting Standards Board
(GASBY); and several of the Boards’ external audit firms (Auditors).

We requested and obtained information from Boards for fiscal years 2014 through
2017 (previous two biennia). We reviewed policies and documents related to Board
financial, personnel, professional services, and legal costs. We reviewed
applicable NRS, NAC, SAM sections, Executive Branch directives, and state
personnel policies and practices.

We concluded fieldwork in May 2018.

We conducted our audit in conformance with the Inferational Standards for the
Professional Practice of Internal Auditing.

Background

Nevada’s Boards and Commissions Overview

Nevada’s Boards and Commissions help Nevada citizens to have direct access to
their government and to participate in shaping public policy. Board or Commission
members are generally appointed or confirmed by the Governor. Membership
requirements are outlined in their enabling legislation and are usually narrowly
defined and often include requirements to ensure political or geographic diversity.
Most of the Boards and Commissions are created pursuant to federal law, state
legislation, or executive order and each plays a different role in state government.
Boards and Commissions may provide oversight of an Executive Branch agency,
act in an advisory capacity to a policy making body, or regulate an industry,
profession or occupation, either under the umbrella of an Executive Branch agency
or as an independent regulatory body. As of September 2017, the Office of the
Governor listed over 200 active Boards and Commissions.
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Occupational and Professional Licensing

Nevada regulates many types of businesses, occupations, and professions. Most
laws pertaining to regulating Boards are found in Title 54, “Professional,
Occupations and Businesses” of NRS, which contains provisions governing more
than 50 professions, occupations, and businesses. Most occupations or
professions are regulated by independent licensing boards. Other occupations
regulated through state agencies. As regulatory bodies, independent licensing
boards are mandated to enforce provisions of state law for the protection and
benefit of the public.

Creation and Operation of Independent Boards

The Legislature creates independent licensing boards and sets public policy
governing them through their individual practice acts. These independent boards
are given the authority to adopt regulations regarding licensing and practice of the
occupation or profession they were created to oversee, subject to review by the
Legislature.

Independent boards are funded by fees charged to their licensees and do not
receive state general fund support. Boards receive no general fund appropriations;
therefore, their fiscal activity is not included in and does not affect the state’s
Executive Budget. Accordingly, independent boards are exempt from the
provisions of the state’s budget act, NRS Chapter 353 “State Financial
Administration”. Further, independent boards maintain their own accounting and
payroll systems, hire their own staff, and are also exempt from the state’s
personnel act, NRS Chapter 284, “State Personnel System”.

Boards Selected for Audit

There are 34 independent licensing boards that are exempt from the state’s budget
act under the provisions of NRS 353.005. However, under the provisions of NRS
218G.400, these same boards are required to submit financial accounting
documents to the LCB and Budget Division in the form of audited financial reports
or balance sheets each fiscal year.12 In addition, NRS 218G.400 allows the LCB
to audit any of the exempt boards when directed to do so by the Legislative
Commission.

12 Audited financial reports are required for boards with revenues of less than $75,000 ($200,000
after fiscal year 2017), otherwise self-prepared balance sheet reports in the format designated
by the LCB must be submitted.
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Exhibit Xl lists the Boards selected for this audit.

Exhibit XI
Selected Board Titles, Authority and Number of Members
' B T Creating | Board
Statutory Title Short Title Authority |Members

Navada State Board of Accountancy Accountancy | NRS628.035| 7
Board of Examiners for Alcohol, Drug and Gambling Counselors Alcohol, Drug  [NRS841C.1500 7
|State Board of Architecture, Interior Design and Residential Design Architecture | NRS623.050| 9
Board of Athletic Trainers Athletic Trainers |NRS640B.170 5
State Barbers' Health and Sanitation Board Barbers NRS643.020 4
Certified Court Reporters' Board of Nevada N Court Reporters | NRS656.040 5
Chiropractic Physicians' Board of Nevada Chiropractic NRS634.020 7
State Contractors’ Board - Contractors | NRS624.040| 7
State Board of Cosmetology o | Cosmetology | NRS644.030| 7
Board of Dental Examiners of Nevada Dental NRS631.120 | Il_‘
Board of Dispensing Opticians Opticians NRS637.030 5 |
Nevada Funeral and Cemetery Services Board Funeral NRS642.020| 7
Board of Homeopathic Medical Examiners o Homeopathic |[NRS630A.100 7
State Board of Landscape Architecture o Landscape |NRS623A.080 5
Board for the Regulation of Liquefied Petroleum Gas Petroleum NRS590.485 | 6
[Board of Examiners for Long-Temm Care Administrators Long-Term Care | NRS654.050 7
Board of Examiners riage and Family Therapists and Clinical .
Professional CounsefI?::sMa o d o _"m Marrisgs NRSMM'OQO. 9
Board of Massage Therapists ‘Massage NRS640C.150, 7
Board of Medical Examiners N Medical NRS630.050 9 |
State Board of Nursing - - Nursing NRS632020| 7 |
Board of Occupational Therapy e " Occupational |NRS640A.080 5 |
Nevada State Board of Optometry ~ Optometry NRS636.030 4 _1
State Board of Oriental Medicine ) Oriental NRS634A.030, 5
State Board of Osteopathic Medicine B Osteopathic | NRS633.181| 7
State Board of Pharmacy B Pharmacy | NRS639.020 7
State Board of Physical Therapy Examiners Physical Therapy | NRS640.030 5
State Board of Podiatry Podiatry NRS635.020 6
Private Investigator's Licensing Board ___ Investigat_ors NRS648.020 5
State Board of Professianal Engineers and Land Surveyors Engineers NRS625.100 | 9
Board of Psychological Examiners. Psychological | NRS641.030 7
Board of Reglstered Environmental Health Specialists Environmental [NRS625A.030, 5
Board of Examiners for Social Workers — - Social Workers |[NRS641B.100] 5
Speech-Language Pathology, Audiology and Hearing Aid Dispensing Board Speech |NRS637B.100 8
Nevada State Board of Veterinary Medical Examiners Veterinary | NRS638.020 8

Overview of Executive Director Salaries

Boards employ both full-time and part-time executive directors.'® Exhibit XII shows
the executive director salaries by full-time and part-time positions for fiscal year

2017.

13 The titles of the Boards’ senior operating/administrative executives vary and include, executive
director, executive officer, executive secretary, secretary/treasurer and chief inspector. The title
of executive director is used throughout to refer to those positions.
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Exhibit Xl
Overview of Executive Director Salaries and Key Metrics

Executive | Number |Revenue Executive Director Salary ]
Director |Number  of Total Per Total 'Amount Per| Percent of| Percent of
Board' | Salary/Rate? | of Staff Licenses® Revenue?® | License | Expenditures®| License | Revenue |Expenditures
Full-Time Boards (!n Total Dollars of Salary) . )
| Phammacy | $181677 | 4 | 48578 | $2620 | $54 $2,957 $3.74 | 6.9% } 6.1%
Medical | $161491 | 35 | 15315 | $4,187 | 273 $4,372 $10.54 39% | 37%
Contractors. | $159.967° | 61 | 16661 A $6,504 | $302 $7.102 $963 | 25% | 23% |
Accountancy $152,770 | 8 4,001 $661 | $165 $631 | £38.18 231% | 242%
Governor's | $141,867 (95 percentochwemor‘s Salary) - ) o
| Dental $141,798 | 6 | 5520 | $1326 | $240 |  $1,156 $2560 | 107% | 123%
Nursing $138,124 | 26 | 53270 | $3,158 | $59 | 32984 | $259 | 44% |  46%
 Cosmetology $130135 | 24 | 44,850 | $2213 | $49 | 52,384 $290 | 59% | 55%
Engineers | $120742 | 5 | 11,736 | $1,019 | $87 |  $830 $10.29 11.9% 14.5%
| Petroleum $111,534 | 3 1665 | $387 | $233 |  $379 $66.99 288% | 295%
Osteopathic | $101,158 | 5 | 1,553 | $698 | $450 $656 | $6578 | 146% | 15.6%
Optometry $99,997 3 | 504 | $203 | $402 $236 | $198.41 | 49.4% 42.3%
Massage $94,630 8 | 443 | %862 | $217 $779 | $2132 | 9.8% 12.1%
Investigators | $91,193 16 B98°® | $1,540 | $1,715 $1,503 | $101.55 5.9% 6.1%
Funeral | $%0170 | 3 | 441 | $310 | $703 | $282 | $20447 | 29.1% 320% |
‘Aicohol, Drug | $90,020 3 1302 | $227 | $163 $237 | 96467 | 396% | 38.0%
Veterinary | $87,970 5 2423 | $373 | $154 $417 | $36.31 236% | 21.1%
Physical Therapy | $82,000 5 2302 | $419 | $182 $425 $35.62 19.6% 19.3%
Chiropractic $78,000 | 3 1,079 | $397 | $368 $340 $72.29 19.6% 229%
| Architecture | $75148 | 7 | 3,971 $768 | $193 |  $798 $18.92 l 9.8% | 94%
| Long-Term Care | $62790 | 1 431 $260 | $624 |  $155 $14568 | 23.3% 40.4%
| Psychalogical | $56269 | 4 567 $186 | $326 |  $222 $99.24 | 303% | 254%
| Opticians $53,848 = 3 | 544 $123 | $227  $129 $98.99 | 43.7% | 41.8%
Marriage $41,345 | 3 1,541 $170 | $110 | $167 $26.83 | 24.3%  247%
Part-Time Boards {in Hourly Rs Rate of Salary): ) )
Speech $91.85 | 2 1074 | $139 | $120 |  $150 | $67.04 51.8% 48.0%
Environmental |  $75.86 1 233 $32 $138 $28 | $84.98 61.5% 7.0% |
Govemor's ~ $67.94 |95 percent of Governor's mor's Hourly Rate) e L
Occupational | $66.38 | 2 1201 | $228 | $190 | $216 | $72.13 | 38.0% | 40.1%
| SocialWorkers | $40.00 7 | 2813 | $366 | $130 | 3400 $21.49 | 165% 15.1%
Podiafry | $30.00 1 | 156 | 65 | g421 | $64 | %9745 | 234% | 236%
CourtReporters | $26.00 | 1 369 $83 | $224 | §78 | $14044 | 627% | 66.1% |
Landscape | $23.95 3 541 $78 | $144 | $74 | 5545 | 384% | 40.6%
Homeopathic | $2299 | 1 | 74 | $40 $538 | $55 | $32432 | 60.3% | 43.3%
Oriental | $2299 | 1 | 89 | $62 | $1,046 $80 I $345.76 | 33.0% 25.4%
 Athletic Trainers | $19.16 1 | 227 | s41 | $180 |  $32 | $88.11 | 48.9% 63.3%
 Barbers | $9.10 4 1678 | $92 | $588 | s79 | $0.08 | 158% 18.0% |
| | |
Average All | $82889 | 78 | 6822 | 881 | $120  $894 | $1215 | 94% | 93% |
verage FIT__ | $104512 | 105 | 9723 | $1249 | $128 $1.267 $10.75 | 8.4% 8.2%
AAverage P/T ‘537_7,334_1“ 22 | 757 | $111 | $147 |  $114 | 34978 | 33.8% | 33_.9%_j
Table Notes:

Full-Time (F/T) — sorted by salary; Part-Time (P/T) — sorted by hourly rate.

2Board reported salaries and rates converted to PERS Employee/Employer equivalent as applicable for
comparability to Governor’s.

3Source: Legislative Counsel Bureau, Reports of Occupational Licensing Boards.

4Source: Audited financial or balance sheet reports submitted per NRS 218G.400, or intermal financial statements
for fiscal year 2017. Amounts in thousands.

5Contractors Board salary reduced by 8.1 percent for comparability in Exhibits | & II.

Private Investigators Board also administers about 60,000 work permits statewide not included in the number of licenses
reported.

"Average P/T salary (in thousands) and hourly rate.
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Appendix B

Department of Administration and

Nevada’s Independent Licensing Boards

Responses and Implementation Plans

e e o e e e e e e e

Exhibit Xl
Index

Title

Page

Department of Administration

29

Nevada State Board of Acoountancy_ -

30-35

Board of Examiners for Alcohol, Drug and Gambling Counselors

State Board of Architecture, Interior Deslgn and Residential Design

36-37

Board of Athletic Trainers

State Barbers' Health and Sanitation Board

Certified Court Reporters' Board of Nevada
Chiropractic Physicians' Board of Nevada

38-39

State Contractors’ Board

40-42

State Board of Cosmetology
Board of Dental Examiners of Nevada

43-45

Board of Dispensing Opticians

Nevada Funeral and Cemetery Services Board

46-47

Board of Homeopathic Medical Examiners

State Board of Landscape Architecture
[Board for the Regulation of Liquefied Petroleum Gas
Board of Examiners for Long-Term Care Administrators

Board of Examiners for Marriage and Family Therapists and Clinical Professional Counselors

Board of Massage Therapists
IBoz«zrd of Medical Examiners

4850

|State Board of Nursing

Board of Occupational Therapy

51-54

Nevada State Board of Optometry
State Board of Oriental Medicine
State Board of Osteopathic Medicine

55-56

State Board of Pharmacy

State Board of Physical Therapy Examiners

State Board of Podiatry

Private Investigator's Licensing Board

State Board of Professional Engineers and Land Surveyors

Board of Psychologlcal Examiners

Board of Registered Environmental Health Specialists

Board of Examiners for Social Workers

6062

Speech-Language Pathology, Audiology and Hegjng Aid Dispensing Board

Nevada State Board of Veterinary Medical Examiners
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Brisn Samdowal
Governor

STATE OF NEVADA
DEPARTMENT OF ADMINISTRATION
ENTERFRISE IT SERVICES

5315 E. Musser Street, Room 308 | Carson City, NV 88701
Phone: (775) 684-0299 | www.adwin.avgor | Fax: C775) $84-0298

MEMORANDUM
DATE: May 23, 2016
TO: Steve Weinberger, Administrator,
Govemnor's Finaace Office, Division of Infernal Aundits
EE: Response to Executive Audit Report

Patrick Cates
Directsr
Afichael Dietrich
State CIO

Daxid Hawa
Admisirirator

Thank you for the opportunity for the Department of Administration (D of A) fo be a part of the
andit of Nevada’s Boards and Commissions. As always, you and your staff were thoughtful,

wmm Tappreciats the opporiunity to provide a response to your
recopmmendations.

Recommendation #4: Establish standards for financial and adminisirative eperation of

Boards.

Responze: D of A accepis the mdit recommendations. Since the passape of AB328, shaff
tnmover has keepus from addressing the requirement to eslablish repnlations. 1have reviewed

the requirements of the bill and your findings with cur cument adminisirators and wewill

develop draft replations within the next six months.
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NEVADA STATE BOARD OF ACCOUNTANCY

1 326 NRMOTVE WAY, SUIVE 220, RENG, NEVADA, 89802 * 775-7TBROE3C FAX 77857880234

. con * Enan: craEirACTouNTANCY.COM
May 24, 2018
Steve Weinberger. CPA Via Hand Delivery
Administrator
Division of Internal Audits

Govemor's Finance Office/Stlate of Nevada
209 East Musser Styeet, Room 302
Carson City, NV 89701

Re:  GFO/MDIA Draft Audit Report on Nevada’s Independent Regulutory Boards
Dear Mr. Weinberger:

Thank you on behalf of the Nevada State Board of Accountuncy (“Board™) for the
opportunity to comment on the Governor's Finance Office/Division of Interas! Audil
(“GFO/DIA™) Draft Audit Report on Nevada’s Independent Regudatory Boards (“Drafi Report™).

In the email providing the Draft Report, it was indicated the content of the audii should
not be disclosed before the final report is submitted fo the Executive Brunch Audit Committee
(“EBAC™). It was also indicated Boards could provide an official, writicn response to the audit
that will be incladed in the Report, and to indicate if recommendutions were aceepted and the
estimated date for fully implementing each recommendation.

Qur Board had 2 mceting on May 16, 2018, but a copy of the Draft Report was not
provided to our Board members beeause of your direction that the content of the audit not be
disclosed before the Final Report is submitted to the EBAC. The Board's legal counsel advised
there was o exception to the Open Meeting Law that would ailow sharing the Draft Report with
the full Board without it becoming a public document. Therefore, I am providing a preliminary
written vesponse by May 24, 2018 to be included in your Report to the EBAC but want you {o be
aware our Board has not had an opportunity at an open meeting to discuss and approve an
official response, the recommendations in the Deaft Report or to provide a response regarding
implementation of each recommendation per your request, After the Draft Report is submitted to
the EBAC, we will provide n copy of your public Report to (he Board at our next Board meeting
and provide the official response fram cur Board as you requested. That response may include a
more detalled explanation of the Board®s position and review of pertinent statutes.
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Steve Weinberger, CPA

Admianistrator

Division of Internaf Audits

Govermnor’s Finance Office/State of Nevada
May 24, 2018

Page 2 o0f 6

1 will respond 1o your recommendations as they are presented in the Draft Report.

1. Comply with statute and puidelines for salaries

A. Correction to Number of Employees

The Draft Report indicates the Board has 8 employees. We do not know the source of
1hat informatlon. The Board has 2 full-time cmployees and | part-time office employes wha
works a maximum of 20 hours per week, The Board has employment contracts with 3 CPAs
who work as investigators for disciplinary matters as needed. The pani-time employec and 3
investigators do not have any additienal benefits or compensation other than the hourly rate they
are paid, State Industrial Insurance coverage and travel cost reimbursement for the investigators.

Prier io Joly 1, 1983, the Board determined that its full-time employees would obtain
retirement benefits through the Public Employess Refirement System (“PERS™) and its
employees® contributions would be “Employer paid™.

B. ve Di 3 E't‘_

The Board believes we have been complying with State law regarding salarles. The Draft
Report cites to NRS 281,123(1) which provides a limit on state salaries to 95% of the salary for
the office of Governer during the same period. The Uxecutive Director’s current salary is
$134.000, The Diaft Report indicates in Exhibit 1 that 95% of the Governor's salary effective
January 1, 2016 is $141,867. Since her current salary, as defined by NRS 281.123, is $134,000,
the Board"s Excentive Director does not meke more than 95% of the salary of the Govemor and
the Board's Execative Direetor is not paid over the statutory limit.

C. Similar State Positions

The Draft Report states that some Boards may be paying exceutive director salaries in
excess of similar positions within the state system, This statement ia based upon an October 7,
2010 Memorandum from then Govemor Gibbons stating “fiJo the extent positions are
compatable to those in the classiffed or unclassified service of the state, salaries for Doards and
Conimissions staff should be cquivalent to that of a simiilar position within the state system.”
There is no legal suthority citéd in the Memaorandum for the Governor’s statement. As the Draft
Re;:ortn:;ta:s Boards are exempt from the stale personnel act under the provisions of NRS
284,013,

! In addilion 1o the exemption provided in NRS 284.013(1), pursuant to ‘NRS 2B4.013(32), the teims and conditions
of emmpleyment of the Board's employees are 1@ be fined by the Boaed,
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Steve Weinberger, CPA

Administrator

Division of Internal Audits

Governor’s Finance Office/State of Nevada
May 24, 2018

Page3 of 6

NRS 628.090(2) provides “[t]he Board may employ such personnel, including attorneys,
investigators and other professional consullants, and arrange for such assistance as the Board
may tequive for the performance of its duties.” NRS 622.220(1) provides that if the Board
employs a person as an executive dircctor, the person “[mjust possess a level of education or
experience, or a combination of both, o gualify the person 16 perform the administralive and
managerial tasks required of the position™.

The Boand™s Executive Ditector has worked for the Board for 22 years, the last 14 years
as Executive Dircetor. The Executive Director’s historical knowledge is invaluable in providing
guidance to Board members on past licensing, disciplinary and policy issues along with
answering guestions from Board members, licensces and members of the public. A direct
comparison to another State position is difficult, and would also require calculating longevity
pay, whether any comparable position was in the classificd or unclassified service, and other
Factues.

The Board’s current Excentive Director was Chair of the Executive Directors Committee
of National Association of State Beards of Accountancy (“NASBA™), which includes 1 year
serving on the NASBA Board of Directors and she has served on NASBA's Accouniancy
Licensee Patabase (*ALD™), Enforcement, and Commwunications commitiees. Our current
Excoutive Dircctor also served on the American Institte of Cerfified Public Accountants
{"AICPA") Boand of Examiners for 3 years. A few years ago, our carrent Exceutive Dircetor
teccived the Lorainne Sachs Standards of Excellence Award from NASBA.

The Boand reviews its full-time employees every yecar, Historically in its review of its
einployees, the Board has reviewed the salary levels of similar positions in the State, L., other
Board Bxecutive Directors and Assistant Executive Directors, in its consideration of setting the
salaries of those employees. The Board believes it has been fiscally prudent and responsible in
setting salaries based upon expenience and education end to retain highly competent employess
for the proper administration and orderly conduct of the Boands affairs and duties and to protect
the interest of the public.

Based upon the statutory authority given to the Board to employ personnel as it requires,
its complisnce with the requirements of NRS £22.220(1) in iis employment of ifs Executive
Dircetor, the statutocy authority provided to the Board to retain all fees, set its budget and pay all
expenses incurred under NRS Chapter 628 from the money its receives, and the exemptions
provided in NRS 284.013 from the State personnel act and from State financial administration
{NRS 353.005). the Board believes it has complied with State law and acied prudently to
safeguard both the public and the licensees who fund the Board's operating budget,
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Steve Weinherger, CPA

Administralor

Division of Internal Audits

Governor's Pinance Office/State of Nevada
May 24,2018

Pagcd of 6

2. Improve the Legal Support Framewark

The Bowrd has 2 attorneys with independent contracts approved by the Board of
Examiners providing scrvices as needed by the Board. The second attorney represents the Board
when one allorney acls as a prosecuior in disciplinary matess or has a conflicl, See NRS
628.090(2) which provides “[tjhe Board may cmploy such persormel, jucluding attorneys,
investigators and other professional consultants, and arrange for such assislunce as the Board
may requirs for the performance of ity duties™ und NRS 628.410(8) which provides “such other
fegu! counsel as may be employed shall appear and represent the Board” at all hearings.

The Board has contracted with the same firm for lepal counsel services for over 40 years.
The firm provides continuity throagh its representation and exiensive historleal and current
knowledge of the practice of public accountancy. The Board’s statuies and code of professional
conduct are echnical in nature and consistency in the application of its laws is important fo the
Board in handling these matters. The Board's matiers that involve legal counsel have not risen
to the level that would require fulll-time in-house legal counsel. The Board also believes that
usinig the same firm as outside contracted counsel keeps Hs legal costs fower by pot providing
health care aid retifement benefits. ‘The Board helieves it needs the consistency, expertise and
responsiveness provided by its outside counsel to adequately represent and advise it. The Board
continuaily evaluates whether its use of outside counsel is prudent versus retaining in-house
counsel at the time it seeks Board of Examiner approval of its outside counscl contracts.

The Board believes it uses the Atutorney General's Office appropriafely for baseline
support. For example, the Board uses the Attorney General’s Office for periodic presentations to
the Board regarding administrative hearings and procedures in disciplinary proceedings, the
Open Mesting Law and compliance with the ethics in govemment and conflicts laws. The
Board’s Executive Director and outside counsel have aftended training for Board members,
Execuiive Dircctots and Administrators put on by the Attorney Genetal’s Office in the above
areas. The Board uses the Attorney General’s Office for the veview of certain contracts, Thus,
the Board believes its uses the Attorney General’s Office for baseline support and is in
compliance with this recommendation of the Draft Report.

3 Financial and Adminiztrative Operation
A.  Compensation
Based upon the stalutory authority given to the Doard to employ persomnel as it rayuires,
its compliance with the requirements of NRS 622.220{1) in its employment of its Execudive

Director, the statutory authority provided to the Board to retain all fees, set its budget and pay all
exponses incurred under NRS Chapter 628 from the money its mceives, and the exemptions
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Steve Weinberger, CPA

Administrator

Division of Intermit} Audits

Governor's Finance Office/State of Nevada
May 24, 2018

Pape 5 of 6

provided in NRS 284.013 from the State personne! act and the exempiion provided fom the
State budget sct (NRS 353.005), the Board belicves it has complied with State law and is
operating with the best interests of the public in mind.

B. Opcrating Reserves

The Board is in the process of adopting an opevating reserve policy. A drafi policy was
reviewed and discussed by the Beard at its meeting on May 16, 2018. The draft policy will be
brought back to the Board at its next Board meeting on July 18, 2018,

The Board Reserve Calcwlations in Exhibit IX in the Draft Report are a bit different than
the Board's operating reserve information presented to the legislative Commission’s Sunset
Subcommitiee on January 22, 2018, It was reported to the Lepisiative Commission’s Sunset
Subcommittee that the Board’s monthly average expenditures were $53,661, the adjusted reserve
balance was $1,192,929 and the equivalent number of months of operating costs was 22.2
months.

If the Division of infermal Audits considers codifying the standards for Board reserve
requirements, it may be helpful to review any reserve requirement recommendations from the
Lepisfative Commission’s Sunsct Subcommittee prior to codifying such requirements.

C, Contract Approval
The Board's contracts for professional services are reviewed by the Attorney General’s

Office and arc approved by the Board of Examiners The Beard is meeting all statutory
requirements.

D. Fisancial Reporting

The Board complies with ail financial reporting requirements of NRS 218G.400 and its
financial statements are prepared and presented as “Governmental Funds™,

4, Conclusion

The Board appreciates the opporiunily to present fhese preliminary comments to the
GFO/DIA’s Draft Report.
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Steve Weinberger, CPA

Adnministrater

Division of Infernal Audits

Govemor's Finance Offive/State of Nevade
May 24, 2018

Page G ol 6

The Board will provide official writien comments afier the Board has had an opportunity
in a public meeting to review, discuss and approve comments in response to the GFO/DIA's

Report.

The Beard doss intend lo attend the June 14, 2018 meeting of the Exceutive Branch
Audit Committee and make comments.

Thank you and please let me know if you have questions.

NEVADA STATE BOARD OF ACCOUNTANCY

.. Rooa ielon—

" NICOLA NEILON, CPA, President

NN/nf

oc:  Warmen Lowman, Exceutive Branch Audit Manager (via Hand Delivery)
Murk Richards, CPA, Financial Manager (via Hand Delivery)
Viki Windfeld, Execrtive Director (via email)

€814-3340-1558, v. 1
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NEVADA STATE BOARD OF ARCHITECTURE, INTERIOR DESIGN & RESIDENTIAL DESIGH
2080 £, Flamingo Rd., Suke 120, Las Vegas, NV 89118
{702) 486-7300 phone  {702) 485-7304 fax
E-mail: nsbaidrd@nsbaidrd.nv.gov Website: nsbaidrd.org

May 21, 2018

Wairent Lowman

Executive Branch Audit Managsr

Division of Internal Awlits

Govemnor's Finance Office/State of Nevada

RE: GFODIA Draft Audit Report on NV's Independent Reguiatory Boards

PLEASE MOTE THAT THIS RESPONSE IS BEING SUBMITTED AT THE DIRECTION OF WARREN
LOWNAN, EXECUTIVE BRANCH AUDIT MANAGER FROM THE DIVISIOR OF INTERNAL AUDITS BY
THIS BOARD'S EXECUTIVE DIRECTOR AND WITHOUT CONSULTATION WITH THE BOARD. BECAUSE
MR. LOWMAN HAS DIRECTED THAT THE EXECUTIVE DIRECTORS NOT MAKE THE DRAFT REPORT
PUBLIC Il ADVANCE OF THE JUNE 14 MEETING OF THE EXECUTIWE BRANCRH AUDIT
COMMITIEE, AND BECAUSE THE BOARD MAY NOT CONSHDER OR TAKE ACTION RELATING TO THE
DRAFT REPORT EXCEPT AT AN OPEN ARD PUBLIC MEETING CONDUCTED PURSUANT TO THE
HEVADA OPEN MEETING LAW [NRS CHAPTER 241), THE BOARD WILL NOT BE ABLE TO REVIEW AND
COMMENT ON THE DRAFT AS IT IS5 ENTITLED TO DO PURSUANT TO NRS 353A.085(1) UNTIL. THE
BOARD'S NEXT REGULARLY SCHEDULED MEETING AFTER JUNE 14, 2048, WHICH WILL BE ON
AUGUST 27, 2018. THE COMMENTS CONTAINED HEREIN, THEREFORE, ARE MERELY MYENDED TO
PROVIDE SUCH BHFORMATION AND RESPONSES AS CAN BE PROVIDED BY THE BOARD'S
EXECUTIVE DIRECTOR WITHOUT CONSULTATION, BIPUT, OR ACTION BY THE BOARD AND SHOULD
BE CONSIDERED AS UHOFFICIAL AHD NON-BINDING UPON THE BOARD. AS SUCH, THE BOARD
ASKS THAT AHY FRIAL ACTION BY THE EXECUTIVE BRANCH AUDIT COMMITYEE RELATHG TO THE
AUDIT REPORT BE POSTPONED AND THAT THE REPORT NOT BE FINALIZED UNTIL AFTER THE
BOARD CAH TAKE PROPER ACTION RELATIHG THERETO PURSUANT TO NRS 353A.085({1) AND NRS
CHAPTER 241 ARD THEREAFTER GET THE COMMENTS AND ACTION TAKEN BY THE BOARD BACK
TO MR. LOWEEAN FOR HIS INCORPORATION INTO THE FINAL AUDIT REPORT.

Deear My. Lowman,

This exerespondence i sent to follow-up on your request 0 all Nevada's independent regulsiony bourds to
provide an UNOFFICIAL written response to gecept the report recommengaiiuns of the Execulive Branch Andit
Coammiiiee {EBAC).

Subject to the above discisimer, after carefully reviewing each recommendaiion of ihe dmit audt repart, our
agency would like to report to the EBAC that the Board does not foreses eny issues complying with the
recommendations and mpiementation pariod suggestad by the EBAC s we believe the Board is alrendy in
compliance with steie statrte and execulive branch guidsines.

1. Comply with statuiz and guidalines for salaries

The Board has beet in compiance with statute and puidelines for salaries for many years. Furthemnore, as
recommended by EBAC, I've contacted the Division of Humean Resources Management and ashed them to
evalusie and classidy ench board staff position with a compearsble posibon within the state. Alter reviewing job
desernphons and compensation for each classifieation, the Board would lke io restate that coment board staff
positions are compensated aguivalently with simBar position within the stale system.
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2. Use of Office of the Atiornsy Ceneral for a basaline level of legal sugpert end Evaluate the ¢costhenafii of
wsing in-house salaried altomeys in conjunction with the OAG for legal support

NRS 522133 {2) specifically authorizes the Board {o employ or have a coniract agreement with an in-house
legal consel in conjunchion with the use of OAG for legal support. As pert of itz practice, the Board usss a
contracted attomey for most jegal tasks, which includes representation in adminfstrative hearings, disciplinary
petions, legisistive esisiance, and specific legal advice. The coniracted atiomey provides stebiity of
reprezentation as he fizs represented the Board for over six years and is well versed with the unigue lagal and
factualissues related fo the Board's three regulated professions. Addifionally, the Board has always used the
aseigned Deputy Altomey General for legal support dusing formal hearings or conissted cases. After
evalusting the cost and benefits of using both contracted atfomeys and DAG attomeys, the Board believes it
prevides o more effecive and efficient lega! cost by using both types of legal senvices. Therefors, the Board is
in compkance with public meeting and administraiive procedure lzws.

3. Estabish Stendards for Financia! and Administrative Operation

The Board presently has established financial end administrative praciices. Based on the Board Regerve
Calculations provided by the EBAC, the Board has the appropriate emount in resenves, As faras having
contracts being executed without BOE approva), fhe Boand understands the 2l execuied contracts MUST
HAVE approvel from the Board of Examiners for contracts exceeding $50,00D or Clerk of the boand for
contracts $2.000 and above. The Board's financial reporing fs performed in accordance with Govemment
Auditing Stendards and iFs reporied annualy as mandaied by the siate

The Board, 25 one of Nevads's excelient occupalional licensing board, enforces its unigus provisions of state
Izw for fe protection and benefit of fhe public. Therefore, the implemenialon of tre draft sodit report
recammendstions sheold have mininzl effect on the daily operations of the agency.

Once the Board hes had an opporunidy to review e draft audit report at its August 2H8 meeting, we will nolity
you further of the Board's determinafions regarding each of the recommendafions. Please do not hesitate fo

coniact mewith eny qguestions.

Sincerely,

NEVADA STATE BOARD OF ARCHITECTURE,
INTERICR DESIGN AMD RESIDENTIAL DESIGN

Q:{;mum g

Exsputive Direclor |
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BREAN SANDOVAL STATE OF NEVADA BENJAMIN LURIE, DC

Governor Menker
JASON 0. JAEGER, DC . MAGGIK COLUCCY, bC
Frezideny i Member
MORGAN ROVETTI, DT TRACY DiFILLIPPO, ¥SQ
Vice Prexident Consumier Mewber
XAVIER MARTINEZ, DU JOMN BERTOLDO, ESQ
Secreiary-Tresurer Contumer Member
SULIE STRANDRERG
Exevetion Diregtar
CHIROPRACTIC PHYSICIANS® BOARD OF NEVADA
4500 Kietake Lane, M-245
Rena, Nevada 895&1-5900
Telephone (7755 688-1921 Fax (775) 6881520 Email: chirohd @chirebd.nv.gov
Websire: htrp/ichirobd.nv.gov
May 21, 2018
Division of Internal Audits
Warren Lowman

209 E. Musser St, Ste. 302
Carsopn Clty, NV §9701

Dear Mr. Lowman,

PLEASE NOTE THAT THIS RESPONSE IS BEING SUBMITTED AT THE DIRECTION OF WARREN
LOWMAN, EXECUTIVE BRANCH AUDIT MANAGER FROM THE DIVISION OF INTERNAL AUDITS
BY THIS BOARD'S EXECUTIVE DIRECTOR AND WITHOUT CONSULTATION WITH THE
BOARD. BECAUSE MR. LOWNMAN HAS DIRECTED THAT THE EXECUTIVE DIRECTORS NOT
MAKE THE DRAFT REPORT PURLIC IN ADVANCE OF THE JUNE 14 MEETING OF THE
EXECUTIVE BRANCH AUDIT COMMITTEE, AND BECAUSE THE BOARD MAY NOT CONSIDER
ORTAKE ACTION RELATING TO THE DRAFT REPORT EXCEPT AT AN OPEN AND PUBLIC
MEETING CONDUCTED PURSUANT TO THE NEVADA OPEN MEETING LAW (NRS CHAPTER
241}, THE BOARD WILL NOT BE ABLE TO REVIEW AND COMMENT ON THE DRAFT AS 1T IS
ENTITLED TO DO PURSUANT TO NRS 353A.085(1) UNTH, THE BOARD'S NEXT REGULARLY
SCHEDULED MEETING AFTER JUNE 14, 2018, WHICH WILL BE ON JULY 19, 2018. THE
COMMENTS CONTAINED HEREIN, THEREFORE, ARE MERELY INTENDED 10 PROVIDE SUCH
INFORMATION AND RESPONSES AS CAN BE PROVIDED BY THE BOARD'S EXECUTIVE
DIRECTOR WITHOUT CONSULTATION, INPUT, OR ACTION BY THE BOARD AND SHOULD BE
CONSIDERED AS UNOFFICIAL AND NON-BINDING UPON THE BOARD. AS SUCH, THE BOARD
ASKS THAT ANY FINAL ACTION BY THE EXECUTIVE BRANCH AUDIT COMMITTEE RELATING
TO THE AUDIT REPORT BE POSTPONED AND THAT THE REPORT NOT BE FINALIZED UNTIL
AFTER THE BOARD CAN TAKE PROPER ACTION RELATING THERETO PURSUANT TO NRS
3534.085(1) AND NRS CHAPTER 241 AND THEREAFTER GET THE COMMENTS AND ACTION

TAKEN BY THE BOARD BACK TO MR. LOWMAN FOR HIS INCORPORATION INTO THE FINAL
AUDIT REPORT.

Within the confines of the above disclaimer, I have reviewed the report from the Division of
Internal Audits und ask that you please consider the comments mentioned below. [ appreciate the
comments that have been addressed, however T do believe the Board is in compliance with the
findings of the report. The Board submits contracts for services pursuant 10 NRS 333. The Board
contracts with an auditor on an annual basis pursuant to NRS 218G.400 and submits the audit
repoiting to the Legislative Counsel Burean by December 1% of each yeat. Pursuant to the passing
of Assembly Bill 328 the Board entered into a contract with its outsids attoraey, who has extensive
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history with the Board. Over the years, the Board has wtilized the Attorey Goneral's Office,
however there were inconsistencies due to (umover of slaff, The Board has recognized
effectiveness and efficiency by being able to keep legal support the same. The Board is ensured
consistency with regard to action taken on complaints and discipline, as well a3 various other issues
brought hefore the Board.,

I recognized a couple items that do not appear to be in accordance with the information provided
by the Chiropractic Physicians® Board. Exhibit OI illustrates the comparison of the compensalion
for like services between the three part-time boards with a shared executive director and the
average of the four individual boards with full-time executive directors. While the CEBN reports
expenditures between $300,000 and $500,000, I don't believe we fall into the comparison shown
in Exhibit 11, The Chiropractic Physicians' Board has a full-time executive director whose
compensation is less thag both values noted. The Board employs one licensing specialist and the
total licensees is approximately 1,000.

Exhibit X1I reports that the number of staff emplayed by the Chiropractic Physicians’ Board is
three, however the Board employs two full-time employees. In addition, how does the Executive
Director’s salary compare to the number of licensees? Board duties consist of much more than
Issuing licenses.

Based on our discussion before the Sunset Subcommittes 1 will establish # reserve policy to be
heard at the Board™s July 19, 2018 Board meeting.

We look forward to providing you the Board's comments after our Jufy 19, 2018 meeting.

ir;pegtfmiy.

CHirojractic Physicians’ Board of Nevada
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BRIAN SANDOVAL Southern Nevada
Bavaser State Of Nevada 2310 Corporate Circle, Su'te 200
Henderscn, Nevada 88074
ané&ma o0
MENIERS lmesg::ﬁﬂ} p‘%gﬁz'{‘:g-i 118
Margaret Cavin, Chiair : '
Melissa Caron www.asch.av.goy
Mason Gorda Northern Nevada
Jos Hemander £300 Kietzke Lans, Suide 102
Keat Ly Reng, evaca 32 1
Jan B, Leggett Fax (7'35) 688-1271
Guy M Wels Investigations: (T75) 6221150
STATE CONTRACTORS BOARD
May 24, 2018

Steve Weinberger, Administrator

State of Nevada, Governor's Finance Office
Division of Internal Audits

209 E. bAusser Streat, Ste. 302

Carson City, NV 89701

RE: Audit of Nevada’s Boards and Commissions
Dear Mr. Weinberger:

On behalf of the Nevada State Contractors Board (NSCH), | appreciata the audit conducted by
the Department of Administration, Division of Internal Audits and the opportunity to respond.
Although this has been & time consuming process, | appreciate the professionalism, dedication
and integrity your staff has desronstreted throughout. Mark Richards has performed a
tremendgus service to the Divisior of Internal sudits and was thorough, professional and
ocourteous in his requests and responsive and communicative throughout the prooess.

| have reviewed the findings and recommendations from the draft audit report. fwould like to
darify that this response is being submitted by the Nevada State Contractors Board's Exetutive
Officer in an unofficial, preliminary manner without consultation with the Board as directed by
the Executive Branch Audit Division. As advised, the contents of the draft audit report cannot
be disclosed publically prior to the report being presented to the Executive Branch Audit
Committee at the June 14, 2018 meeting. The Board will not be able to review and comment on
the draft until its next meating on June 21, 2018, in compliance with the Open Meeting Law.
The comments contained herein, should be considered as unofficia] and non-binding upon the
Board,

As the Executive Officer, I respectfully request on the Board’s behalf, that any final action by
the Executive Branch Audit Committee refating to the audit report be postponed and thatthe
repost not be finalized until after the Board can take proper action relating thereto pursuant
to NRS 353A.085{1} and NRS Chapter 241,
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The Executive Branch Audit Division made the following recommendations in response to its
findings and conclusions with regard to the audits conducted of all Nevada's Boards and

Commissions;

Recommendation 1: Comply with statute and guidelines for salaries.
While | appreciate the analysis of the Audit Division, | believe, based on internal legal review,

that ambiguity still exists surrounding the issue of salary caps of state employees. Statutory
construction and context, past Attorney General Opinions, a past Executive Order, a past
Legisiative Counsel Buraau opinion, and prior legal opinions bring into question whether
employees of licensing boards are to be treasted the same under NRS 281.123 as other dassified
and unclassified state empioyees. Our legal analysis suggests employees of the NSCB would not
fali under the understood definition of “state employee” references in NRS 281.123,
Acknowledging that the Audit Division interprets the statute differently from our internal legal
anatysis, we would request the EBAC take this question under further advisement. The NSC8
has always believed and continues to believe that it Is in compliance with all applicable laws
governing the salaries of the Executive Officer and staff,

We would be happy to make the legal apinions, legal analysis, and supporting documents
available to the EBAC upon request.

Recommendation 2: Use the Office of the Attorney General for a baseline level of legal

support.
The Nevada State Contractors Board engages the Attorney General’s office for official apinions

upon request under KRS 228, The Attomney General provides mandatory training to Board
members upon initial appointment pursuant to NRS 622.200. The NSCR is authorized to employ
of fetain attorneys under RS 624,115 necessary to the discharge of its duties. The State
Contractors Board regularky conducts a robust workload of disciplinary hearings, application
denfal hearings, Recovery Fund hearings, Board meetings, Commission on Construction
Education meetings, subcommittee meetings and annual Strategic Planning sessions. The
nature of the disciplinary cases undertaken by the NSCB are numeraus and complex relaling to
every aspect of the construction trades ensuding they are conducted in a manner that best
protects the safety of the public and the integrity of the industry. For this reason, the Board
has determined itis in the best interest of licensees and the public to have counsel experienced
with the construction industry.

Recommendation 3. Evaluate the cost/benefit of using in-house salaried attormeys in
conjunction with the OAG for legal suppost.

The Nevada State Contractors Board has identified the need to hire an in-house attorney. Part
of the specific objectives identified in the State Contractors Board 2018-19 Strategic Plan, is 2
proposal to establish an in-house Legal Depariment. Due to the sufficient demand forlegal
support, and s evidenced by the frequency of Board hearings and meetings, this is an avenue
that the Board has been pursuing since adoption of our strategic plan in March, 2018.
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Recommendation 4. Establish standards for the financial and administrative operation of
Boards.

The Nevada State Contractors Board is proud to be highlighted as a8 model agency in this regard.
Our reserve policy is exemplary, cur contracts are approved by the Board of Examiners {BOE),
and our procedures for financial reporting are already established by statute and followed
dutifully. The Board has well established intemnal control procedures. The NSCB will comply
with the reguirements of NRS 218G.400.

The Legislative Sunset Commission has just completed its review of the Nevada State
Contractors Board, examining the same and additional issues as have been addressed by this
audh, and had no recommendations for improvement of its operations.

As mentioned above, the findings, recommendations and response cannot be addressed by the
Board until after the audit is reviewed by the Executive Branch Audit Committee. We look forward
to the EBAC hearing on June 14, 2018 and the opportunity to provide additional details, If you have
any questicns, please contact me at 702-486-1111 or mgrein@nsch.state.meus.

Sincerely,

Py R o

Margi A. Grein
Executive Officer

o Margaret Cavin

Warren K. Lowman
tark ). Richards
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NEVADA STATE BOARD OF COSMETOLOGY

LASVEGAS OFFICE REMQ OFFICE
4945 Wesc Russell Road, Suire 100 4600 Klutzke Lone, Buikling O, Suli- 262
Lt Wegas, Devacks 85148 Reno, Nevaidas 89302
Phone {702} 4466542 « Fax (703) 369-8054 Pharne (775) (88 1442 » Fax (775) 681441

WWILAYLODNG.COom

May 16, 2018

Mr, Wamren K, Lowrnan
2090 East Musser Street — Room 302
Carson City, NV 89701

Re: Audit of Nevada State Board of Cosmetology

Dear Mr. Lowman,

This lettct is a responsc to the recent audit you performed on all of the licensing boards in the
State of Nevada. Iam the President of the Nevada State Board of Cosmetology and I am writing
to provide detail regarding three discussion areas of your sadit: 8) complying with statute and
guidclinos for salaries, b) improving the legal support framework, and ¢) establishing standards
for financial and administrative operations. During the course of this letter, I will address all
three areas and provide specifics on how the Board is in compliance with all of the state

tegulations that we are required to follow.
A) Complying with statute and guidelines for salaries

The Nevada State Board of Cosmetology complies with NRS 281.123(1) that states “Except as
otherwise provided in subsection 3 or NRS 281.1233, or as authorized by statute referring
specifically to that position, the solary of a person employed by the Stale or any agency of the
State must not exceed 95 percent of the salary for the office of Governor during the same
period.” We do not agree with your analysis of our executive director’s maximum pay since
hefshe is required to have skills that are partictlarly congruent with the needs of the ageney and
arw not sinsilar to any other state position. Itis for this reason that the Nevada State Board of
Cosmetology will proceed with payment of 8 maximum salary of $141,867 until January 1, 2019
and then $155,300 to comply with the law. Any future increases in the Govemor’s pay will be
reflected in the maximum pay that we will be able to compensate our exceutive divector.

In regard to the other employees of the Nevada State Board of Cosmetology, their pay rates and
grade-steps are in compliance with the requirements esteblished by the Executive Director,

Deputy Executive Director, and the Chief Financiel Officer of the Board, The positions within
the agency are unique, muiti-faceted, and comprehensive in their own regard. The workers and
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executive management have to be highly trained and skillful as they are processing a large
number of reciprocity candidates (2,771 from 2016 to date) relative (o the number of students
coming frot Nevada cosmetology schools (2,365 from 2016 to date). As such, the positions are
not able to be compared to other positions held by other state employees so the pay grade-steps
are going to be held as they are currently, with no person being paid more than 95 percent of the
Govermnor's pay tate. Since we are exempt from the personnel act under the provisions of NRS
284.013, we place our trust that you will see this as complying with the labor laws of the State of
Newvada.

B} Improving the legal support framework

The Nevada Statc Board of Cosmetology uses the Office of the Attorney General for all legal
work on all cases and for all Board meetings. If we choosc to use outside connsel at any time in
the future, we will consult with the Office of the Attormey General s to the proper sequence of
placing that person on hoard with our employees.

C) Establishing standards for financial and administrative operations
COMPENSATION

As proviously noted, our employees are completely unique to our Boand's operations and
we do not need any further guidance or instruction from the Department of
Administration.

OPERATING RESERVES

The Board currently has a reserve equal to 7.4 months. We consider this adequate and
are not in need of increasing the reserve at this time. If you wish to come up with other
reserve standards, we will consider it and act on it as a Board.

[

CONTRACT APPROVAL

The Board currently follows the law requiring approval of all contracts exceeding
$50,000, We also follow the guidelines for etting Clerk approval for any contract that is
greater than $1,999.99. If you come up with new standards, we will review and approve
them as a Board.

FINANCIAL REPORTING
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The Board cursently hes its finencial boolks eudited every year with a review and
approval by the Board. We cisrently have the finoncial reports endited as Governmento!
Funds and are in compliance with alf of the provisions you stated in your report. Ifyou
develop additions] itcms to be reported, we will review nod approve them as a Board.

In conclusion, we hove reparied alf items thal need to he reported and have snswered how we
-will provide for the threo different nreas of complisnce. If you should have any questions or
need more information on the operation of the Nevads State Board of Cosmetology, please disect
your guestions i ouy Execulive Directar, Mr. Gary XK. Landry who will contact e fir review
and response,

Sincercly,

JDutr rsiA.

Gwen Braimoh
Presidont
Nevads State Bonrd of Cosmetology

c flle
Gary K, Landry
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3740 Lakeside tiive, Suite 201, Reno, Nevanka BIS0Y

STATE OF NEVADA e rﬁ“:';" 2 Phase [775) 525 5535 © Far (775) 5074102
FUNERAL AND CEMETERY SERVICES BOARD f 25: g \ Email: mefumorgbopd@Th, v zow
Wehsite: funeralme.goy
DR. RANDY SHARP ‘le“;‘_ / JENMIFER KANDT
Board Chair —-" Exerative Director
May 23, 2018

Warren Lowman, Executive Sranch Audit Manager
Division of Internal Audits

Govemnor's Finance Office

209 E. Musser Street, Suile 302

Carson City, NV 89701-4298

Sent via email fo wdowmanghfinance mv.gov
Re: Audit of Nevada's Indepercient Regulatory Boards
Dear Mr, Lowman:

T have reviewed the draft audit report of Nevada's independent reguisfory boards. Because | am
unable o share the report with the members of the Nevada Funeral and Cemetery Services
Bomd.mdamwofﬂnmpoﬂbywﬂaadmﬁdlnwehbedunnapummwtmg tam
unable o give a response which has been vetted by the Board as a whole. That being said, |
woukl iike to make the following general comments in regands to the report:

1} The repart does not define the difference between “in-House Contract” and “Outside
Counsel” in ragands to legal support. | believe any relsinad counsel that is not given
“employee” status would require 2 BOE approved contract, soany difference isundlear
hmaﬂlmﬁraqueihdﬂmrmtchmlydiffamﬁatefarawﬂoadﬂmhmay
nead to evaluate the cost effectiveness of the various opfions.

2} The report overviews the execulive direclor salaries and gives “key metrics” which
ndudektdrevauearﬂmmpariouse.hndmnmmmydﬂam
between boands that may issue licenses or permils %0 faciliies which raqur:
lmcﬁmmﬁwwasmﬂylsuedbm This may he a key melic
consider when evaluating the complexity of each licensing board.

Theenuil sent on May 4. 2018, inwhich the draft report was sent, stabed that any official response
wmmn‘ewmmmmmmmmm

recommendation. | do not anticipate that with acoepting the
recormmendaions as | believe the Funeral and a'goadasakeadymmhm
wﬁnﬂuaﬂﬁﬁuﬂr&c«m Mmpumwﬂmqmmewdmmwm

Boand members. mmﬁmemmmm in Appendix C, the following
information is added regarding timeframes for
Recommendations Tine Frame
1. Comply with statute and guidelines for salaries. {page 9) Compiiant

2. Use the OAG for a baseline level of legal suppart. (page 15) Uosan
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Currenfly only uss OAG

3. Evaluate the cost/benefil of using in-house salaried attomeys for legal support
in conjunction with the OAG for legal support. (page 15)
This appears to
recommendation for
4. Esiablish standards for the financial and adminisirative DOA and Scard would
operation of Boards. (page 21) mg‘:rm prid

If you should have any questions regarding this response, please do not hesitate to contact me
at (775) 825-5535.

Best regards,

Jennifer Kandt
Execufive Dirsctor

Entiosures
JEime
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NEVADA STATE BOARD OF MEDICAL EXAMINERS
9600 Gateway Drive
Reno, NV 88521
. Edward O, Couaineau, J.0.

Rachakonta D. Pratihu, M.D.
Erepitive Dissclor

Boand Pramidant

May 23, 2018

Steve Weinherger, CPA
Adminigtrator

Division of Internal Audits
Governor's Finance Office

209 Bast Musser Streef, Room 302
Carson City, Nevada 89701

Re;  Draft audit report regarding Nevada State Boards and Commissions
Dear Mr. Weinberger,

This correspondence is provided pursuant to your invitation for comments to the audit of
Nevada’s Boards and Comemissions conducted by the Exccutive Branch Audit Conunittes, Division of
Internal Audits, Please note that, pursuant to the request of Warren Lowman, Executive Branch Audit
Manager, the report has not been shared with the members of the Nevada State Board of Medical
Examiners (NSBME), which has the cifect of preventing the Board members from taking action io
respond to the draft audit report pursuant to the Nevada Open Meeting Law, The comments contained
herein, therefore, ave merely intended to provids such information and responses 83 can be provided by
the Board’s Executive Dircetar without consuitation or action by the Board, and should be considered as
unofficial and non-binding upon the Board.

1. Recommendation No. 1: C v wil ¢ and guldelines for zalaries.

The recommendation is twofold, Firse, it contends that executive director salaries of state
ageneies mey not be in compliance with NRS 281,123(1). Second, it contends that salaries of stute
board and comission employees should be comparative to other state agencies. The NSBME believes
it has comporied — and continues to coraport — with applicable law and guidelines regarding both
recommendations.

NRS 281.123(1) provides that “Except as otherwise provided in subsection 3 or NRS 281.1233,
or as authorized by statute referring speeifically 1o that position, the salary of a person employed by the
State or any agency of the State must not exceed 95 percent of the salary for the office of Govemar
during the same period.™ Subscction 3 exetnpts dentists and physicians employed full-time by the state
as well as officers and cmployees of the Nevada System of Higher Bducation. NRS 281.123(1)
specifically carves out another cxception from the 95% limit: “as authorized by statute refearing
specifically to that position....” NRS 630,103 provides that the Board shall employ an Excentive

Tetophone 775-G88-2559 » Fax 175-688.2321 » www.medboard.nv.gev + nsbma@medboasd.nv.goy
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Steve Weinberger, CPA
May 23, 2018
Page 2

Director “at 2 level of compensation set by the Board,” which is done by the Board at public mecting.
Thus, the NSBME interprets NRS 630.103 to fall within the exception set forth in NRS 281.123(1).!

In setting the salary of the Executive Dircclor and the salaries of ather NSBME employees, the
NSBME undertakes a comparison of the salaries of the heads of other state agencies, os well o8 other
state employees.

2. Recommendation No. 2: Use of the Office of the Attarney General (OAG) for a baseline
jevel of support.
Response:

The NSBME has consistently used counsel from the OAG for & baseline level of support as
board counsel during board meetings and when the NSBME adjudicates the rights of a fioenses and will

continte to do so.

3. Recommendation No, 3: Evaluate the cost/bengfit of using in-house salavied attorneys in
conjunction with the QAG for lepal snpport.

Rexponse:

The NSBME employs salaried in-house eaunsel in conjunction with counsel from OAG. Asget
forth in Exhibit VIT of the drmft audit comparing the cost of legal support, the in-house staff rate is the
most cost-effective rate for legal counsel,

4. Recommendation No. 4: Establish standards for the finaucial and administrative eperation

of Rogrds.

Response:

The draft audit report sets forth four recommendations under this general secommendation.
First, the report contends that state boards are not following Executive Branch puidelines to consider
similar state positions when establishing staff salaries and executive director salaries. The NSBME has

already responded to this above.

Second, the repart recommends that the state boards establish formal policies for determining the
adequacy of operating reserves, The NSBME is of the understanding that the suggested reserves for
government and non-profit organizations ate between six months and one vear. It has been the
NSBME’s intent, and the NSBME has cndeavored for several years, to increase its fiscal reserves fo an
amount cqual to one year of the Board's operating expenses to cnsurc the fong-term vinbility of the
organization and the sustainability of thie NSBME’s statutory mission. The NSBME recognizes the need
for & mons formalized written reserve policy and plans to propose such for the Board members® approval

at a public meeting in the next six months.

I 1t Is uncloar how the auditors asrived at a figure of $141,867 03 95% of the Governer's salary. The Governor's salaty from
Pay Policy 30 “Biccied Officials on Employce/Bmployer Paid Retirement” effoctive January 1, 2016 is $148,573. $149,573
% 0,05 = $142.094.35,
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Steve Weinberger, CPA
May 23, 2018
Paye 3

Third, the audit report contends that state boards and commissions are nol in complete
compliance with statutory requircmemts and the State Administrative Maaunal for contracting for
professional services, The andit report further recognizes thit lack of statutory standards have fed to
confusion among the state boards. The NSBME believes that it is in compliance with the statutory
requirements rcparding professional contracts, which wonld provide adequate protection from liability
exposwe, The NSBME has been subject to anmual audits by the Legislative Counsel Burean for
aumcrous years pursviant to NRS 218G.400, and has been found to be in compliance with all sipnificant
statutory constraints on jis financial administration, Nonetheless, the NSBME is always striving to
improve its processes and will advance the recommendations set forth in the audit report to Board
members for their consideration and approval.

Fourth, the audit report necognizes there is confusion about using the Governmental Funds basis
of accounting because such requirement is not set forth in statwte. The NSBME complies with the
statutory requirements of NRS 21BG.400, The Legislative Counsel Burcau has never questioned the
basis by which thc NSBME acceunts for its fibancial position and rcsulis of operations, The NSBME
uscs a proprietary fund to account for its finoncial position and results of operations. Proprietary fund
types are used to account for activities conducted on a fee-for-service basis in a manner similue lo
commercis] enterprises. The measurcment focus is upon determination of net income, financial position
and changes in cash flows, Financial statements of the Board are preparod in accordanee with general
accepted accounting printiples as applied to governmental units. Qur independent auditors have stated
that the Board contformed to all significant statutory constrains on its financial administration. If the
Department of Administration recommends that the Board prepare financial statements as if they were
special revenue fundg, the Board will advance this reconmmendation to the Board members for their
constderation and approval,

If you have any questions, please do not hesitate to contact me at 775.688.2559.
Best regards,

Edward 0. Cousinean, J.D.
Executive Director
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STATE OF NEVADA

BOARD OF OCCUPATIONAL THERAPY
PO, BOXITTS
Rene, Movads 893334179
Phone; (775) 746:4101 J Fox: (3753 746-4 1053 { Tofl Free: {BU0) 4312659
Emaif: boaxdFavot.org 7 Website www.nwot:ong Larctia b Pavioa
Excowtive Di

May 24, 2018

Mr. Steve Weinberger, Administrator

State of Nevada, Governor's Finance Office
Diviston of Internial Audits

302 H. Musser St., Suite 302

Carson City, Nevada 89701

Dear Mz, Weinberger,

Since these audit findings are confidential until released, the members of the Board of
Qccupational Therapy will not see the actual audit findings until after the audit is issued and has
been reviewed by the Executive Branch Audit Committee. The following response has been
prepared in consultation with the Board®s Chair, Elizabeth Straughan.

We do not accept the findings and recommendations from the Governor®s Finance Office,
Division of Internal Audits as a whole. Some findings and recommendations in part are
acceptable and are identified in the response below.

The findings and recommendations focus on Board interna) operations and staffing. The Board
has statutory authority, NRS 640A.100, to independently determine their staffing needs,
including salaries and expenses, the costs of which must be paid from fees received by the
Board, and may not be paid out of the state general fund.

Comply with Statate and Guidelines for Salaries

Independent boards are exempt from the state*s budget act, NRS 353, and are also exempt from
the state’s personnel act, NRS 284 (audit report pz 24).

Response: ‘The Boand doces not acecpt or agree with the anditors® findings and recommendations
pertaining 1o compliance with NRS 281.123; NRS 622.220 ss amended by AB328 and related
sections beginning on page 3 through page 6 pertaining to the Board’s Exceutive Director.

The Beard of Occupational Therapy is fully compliant with NRS 640A.100 and Executive
Branch guidelines goveming salaries; Board positions are established consistent with similar
positions within the state system, and the Executive Director position salary is well below the
auditors® suggested salary range. 1t should be noted the Board does not offer comparable
benefits to siate employess ner docs it offer retlirement or medical insuramee.
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The auditors contend that Boards are subject fo the provisions of Section 1 of NRS 281.123
which limits the alaries of state employces 10 95% of the salary of the Govemor. NRS
281.1233 provides for certain exemptions from the salary cap, apon approval of the Interim
Finance Committee and requires an allocation from the Contingency Aceount in the State
General Fund,

A legal opinion has not been provided that would support the contention of the auditors that
Boards are subject to NRS 281.123; in fact it would appear that NRS 281.1233 would support
the Boards standing that NRS 281.123 does not apply as the section refers to IFC approvals,
dllocations from the state contingency fund and agency budgets.

The auditors also contend that compensation received by the Executive Director, who is an
employee of the Board of Occupational Therapy and also holds “independent contracts” with
two other small Boards, constitute a single position and implied agreement for shared Executive
Director services.

The Board of Occupational Therapy is aware of and supports the independent contract services
provided by its Exccutive Divcctor to the other small Boards. In fact. the Boerds are co-located
and have eost sharing agreements with the Board of Occupational Therapy for administrative
office space (audit report pg 4).

The Board of Occupational Therapy originally hived their Executive Direcior as an independent
contractor in 2006. At that time, the Board administration was conducted from a home-based
office and was non-compliant with statutory requirements for Board administeation, The
Executive Director position was evaluated in 2010 1o determine whether the position should
remain an independent contract position, The Board rotained the position as a contract position
until 2014,

The Board of Occupational Therapy hes first-hand experience and knowledge of the challenges
faced by small Boards in transitioning to & fully functional Board. Obiaining the guidance of an
experienced and competent Executive Direcfor is paramount to their success. The unique “co-
located administrative office™ Is a creative methodology and opportunity to assist small boards
with ensuring compliance with state administrative requirements for physical administrative
office locations apen to the public and increases the quality of services and public aecess to
Boards® services, in a cost effective and efficient manaer.

The three Boards each have statutory authority o obtain their own staff, whether it be an
employee or independent contractor. There are three distinct and separate Executive Director
positions. Each Board independently makes the determination of how fo staff their Executive
Director position ond establish compensation, directly related to the Boards specific needs and
fiscal constraints,

There is no agreement between the co-locating Boards (o “sharce™ a single Exceutive Direcior.

Board of Occupaticnal Therapy Responae 2
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The auditors contend that the Board®s Executive Director may not be in compliance with NRS
622,220 as amended by AB328 (audit report pg 4).

AB328 i silent as to whether an individual may be employed by one board and
independently contracted with othier bourds to serve in an executive divector capacily,

The auditors’ findirigs have no legal basis; and in fact impropetly question the validity of the
independent contract agreements. These contracts were properly procurced, with the assistance of
the Office of the Attorncy Gengral, approved by the Board of Examiners and executed in

accordance with all state procurcment and contractual requirements. (Exhibit X, four (4)
Executive Director contracts in compliance),

The auditors® inappropriately present information and duts in the audit report based upon
combining three (3) separate and distinct positions and three (3) separate and distinct Boards’
siatistios and representing them as a single entity; which they are not,

The auditors® suggested salary ringe for executive director compensation may not be feasible for
smaall Boards with Hmnired fisval resources; does not delineate with or without benefits nor
whether the salary ranges would be applicable to contract services.

Pursuant o statwiory authiority in NRS 640A.100, the Board of Occupational Therapy is charged
with determining the appropriate Jevel of compensation for the Board's Executive Director and

staff,
Improve the Legal Support Framework

Respanse: The Board accepts the audit recommendation for use of the OAG for a baseline Jevel
of legal support.

The Board of Dcoupational Tha‘apy does utilize the OAG for fegal services, The Board does not
have in-house salatied eounsel; the Board has discussed hiring out-side legal services on an as

néeded basis for pmsecuhcn of d:scrplmmy mafters, and would assent their authority to do so
under thé provisions of NRS 640A.100,

Fstahlish Standards for Financial and Administrative Operation

Response: Corpensation - The Board does not accept the auditors® findings and
récommendations on compensation.

As previously stated, compensation levels should remain under the anthority of the Boards who
have the statutory authority and fiduciary responsibility to establish appmpnatc staffing levels in
accordance with the spemﬁa negds of the Board,. Comparison to similar positions and
compensation in state service is an evaluation tool available to Boards but should not be the
exclusive factor in making stafﬁng and compensation decisions, Establishing a standard that
inchides anthority for DHRM assistance, but retains the Boards authority to reguest assistance at
the discretion of the Board might be bensficial. Regquiring DHRM assistance would be
detﬂmental as thoise seivices would come at a cost, through air assessmént or direct chirge by
DHRM, which inipacts the finances of the Board.

Bosrd of Occupational Therepy Respornse i3
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Operating Reserves - The Board of Occupational Therapy accepts the auditers” findings and
recommendation on establishing a reserve policy.

The Board of Occupational Therapy continually evaluates their financial status and makes
adjustments it operations and fees as necessary. On March 24, 2018 the Board adopted &
regulation 10 move from u one-yeur license to & two-year license with no increase in fees. The
Legislative Commission approved the regulation on May 16, 2018,

The Board agrees that a reserve balance policy would be bencficial and will be considering a
Reserve Balance policy at their Board meeting retreat in August 2018,

Contract Approval - The Board of Occupational Therapy accepts the auditors' findings and
recommendation to provide clarity in the applicability of NRS 333 and SAM.

The Board of Occupational Therapy is in compliance with NRS 333 and SAM relating to all
contracts.

The state contracting process can be onerous for small Boards and requires specialized training
in state processes. Small Boards may not have direct access 1o state resources and/or state
internal systems; such as NEBS, and specialized training is required fo nocess the state’s
Contract Eniry and Tracking System (CETS), 1t may be beneficial to small Boards for the
Department of Adminisiration to include a designated single-point-of-contact or portal for
Boards 1o access information and obtain assistance in the contracting process.

Financigl Reporting - The Board of Occupational Therapy accepts the anditors” recommendation
to clarify the financial reporting requirements of NRS 218G.400.

The Beard of Occupational Therapy complies with NRS 218G.400 and financial audits are
prepared using the Governmental Funds basis of accounting,

Suggestion or Recommendation for Additional Standards for Administration

The audit report does not address or include recommendations for standards of administration for
internal operations for Boards.

It would be helpful for small regulatory Boards to have a Board Administeation Guide that could
include the applicable sections of NRS and SAM that apply specifically to Boards, similar to the
SAM manual for state agencies. This Guidc would not be intended to replace existing intcrnal
personnel and operating manuals but would supplement current administrative systems, and
would be extremely beneficial for small boards with limited or no experienced staff and part-
time Executive Directors or Administrators.

We appreciate the opportunity to respond to the sudit report findings and recommendations.

Respectfully,
jM ?a'f"‘»%v \

Loretta L. Ponton, Executive Director
On behalf of Elizabeth Stroughan, Board Chair

Bourd of Oveupational ‘Therapy Response v i4
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MEMBERS:

Ronald Hedgor, D.O

Fresident NEVADA STATE
Paul Mausling, D.0 BOARD OF QSTEQOFATHIC IRREDICINE
Wea Presfdent 2275 Corporite Circle, Suite 210
Kicots Caveragh, Ph, Handeorson, NV 89074
SecrotaryTrasures, Publc Member Ph. 702-732-2187 Fax: 702.732.2079
Ricarde Almaguer, D.0. www, bom.nv.gov
Member
G. Dean Wilne, DO,
Eamber Sandra Reed, MPA
Samir Pancholi, 0.0, Engcutive Director
Wamber
Swadeep Nigam
Pubifc Member
May 18, 2018

Mr. Warren Lowman

Executive Brarch Andit Manager/Division of Inlernal Audits
State of Nevada Governor’s Finance Office

209 Bast Musser Street #302

Carson City, NV 89701

Dear Mr. Lowman:

The Exccutive Dirsctor of the Nevada State Board of Osteopathic Medicine (Board) has received and reviewed

the GFO/DEA Draft Audit Report on Nevada’s Independent Regulatory Boards.

PLEASE NOTE THAT THIS RESPONSE IS BEING SUBMETTED AT THE SUGGESTION
OF WARREN LOWMAN, EXECUTFIVE BRANCH AUMT MANAGER FROM THE
DIVISION OF INFTERNAL AUDITS BY THIS BOARDYS EXECUTIVE DIRECTOR AND
WITHOUT CONSULTATION WITH THE BOARD. BECAUSE MR. LOWMAN HAS
DIRECTED THAT THE EXECUTIVE DIRECTORS NOT MAKE THE DRAFT REPORT
PUBLIC IN ADVANCE OF THE JUNE 14 MEETING OF THE EXECUTIVE BRANCH
AUDIT COMMITTEE, AND BECAUSE THE BOARD MAY NOT CONSIRER OR TAKE
ACTION RELATING TO THE DRAFT REPORT EXCEPT AT AN OPEN AND PUBLIC
MEETING CONDUCTED PURSUANT TO THE NEVADA OPEN MEETING LAW (NRS
CHAPTER 241), THE BOARD WILL NOT BE ABLE TO REVIEW AND COMMENT ON
THE DRAFT AS IT IS ENTITLED TO DO PURSUANT TO NRS 353A.085(1) UNTIL THE
BOARD'S NEXT REGULARLY SCHEDULED MEETING AFTER JUNE 14, 2018, WHICTE
WILL BE ON AUGUST 4. 2618,

THE COMMENTS CONTAINED BEREIN, THEREFORE, ARE MERELY INTENDED TO
PROVIDE SUCH INFORMATION AND RESPONSES AS CAN BE PROVIDED RY THE

BOARD'S EXECUTIYE DIRECTOR WITROUT CONSULTATION, INPUT, OR ACTIONBY
THF, BOARD AND SHOULD BE CONSIDERED AS UNOFFICIAL ANJ} NON-BINDING
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UPON THE BOARD. AS SUCH, THE BOARD ASKS THAT ANY FINAL ACTION BY THF.
KXFCUTIVE BRANCH AUDIT COMMITTEE RELATING TO THE AUDIT REPORT BE
POSTPONED AND THAT THE REPORT NOT BE FINALIZED UNTIL AFTER THE BOARD
CAN TAKF PROPER ACTION RELATING THERETO PURSUANT TO NRS 353A.085(1)
AND NRS CHAPTER 241 AND, THEREAFTER, REFTURN THE COMMENTS AND ACTION
TAKEN BY THE BOARD TO MR. LOWMAN FOR HIS INCORPORATION INTO THE
FINAL AUDIT REPORT.

Based upon the ahove disclaimer, the Executive Director renders her opinion and comments in
response to the GFO/DIA Draft Audit Repert {Report) as follows:

= This Board is currently in compliance with the recommendations listed in the Report ineluding,
but not limited to the following:

o Statute and Guideline for Salaries -~ Currently and historically the Board’s employees*
salaries end benefits arc and have been within the range of salary guidelines.

o Legal Support Framework — The Board routinely nses the services of both the QAG and
outside counsel; however, the Board primarily uses outside counsel who has long-term
Board-related experience and whose houtly rate is less than the OAG, so the Board
saves money through its use of the outside counsel,

o Standards for Financial/ddministrative Board Operations — Cutrently, the Board is
establishing a Reserve Policy to be approved for FY 2018-2019. The new pulicy wilf
establish, among other things, that the amount in reserve will be reviewed annually, The
Board has maintained a steady reserve of funds over the past several years, and the
Board's current reserve funds are within the range suggested in the Report. The Board
complics with the contructing requircments discussed in the Report.,

After the draft Report is presented fo the EBAC, it will be presented to the Board for review and action
that will result in: final, approved comments by the Board and that will be submitted thergafer to Mr.
Lowman pursuart to NRS 353A.085(1).

Please eontact me with any guestions.

Sincerely,

Ao Leog

Sandra Reed, MPA
Executive Director
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NEYADA STATE BOARD OF PHARMAGY

OFFICE OF THE GENERAL COUNSEL

Warnens Dmecr Diat: 1R 830100 « SatanlEndBulie soama » Fax: (775 8601044

May 21, 2018

Steve Welnberger, CPA
Adimindsioator

Division of [nternal Audits
Governor's Finance Office

209 East Musser Street, Room 302
Cargon City, NV 89701

Re:  Andit of Nevada's Beards and Cospmissions

Dear Mr. Weinberger:

This correspondence constittes the Nevada State Banrd of Pharmacy (BOP} response and
implementation plan to the audit of Nevada®s Boards and Commissions {Audit),

RECOMMENDATION NO. 1 - Comply with statute and guidelines for salaries.

RESPONSE:

‘The BOP believes it is complying with applicable taw. NRS 281.123(1) provides that that no state
emplayee, other than a dentist, physician, or University of Nevada employee, may be paid a salary
which exceads 95 percent of the gavernor's safary; the 95% rule applies except “as nuthorized by
statute referring specifically to that position.” NRS 635.040(2) provides that the BOP shall employ
os Exceutive Secrelary a licensed pharmacist with appropriate experience who shalt be “entitled to’
receive a salary determined by the Board.” ! The BOP telieves NRS 639.040(2) to fall within the
exception provided in NRS 2B1.123(}). Furthermore, in determining the Executive Secrotary’s
salaty, the BOP took into consideration the hundreds of licensed henkh professionals employed in
the State executive branch with salaries in excess of the 95% rule.

With regard to BOP staff, the BOP approved those salories in (he belief that they complied with the
95% rule. The Audit added PERS contributions to the staff salaries to conclude that boards are
paying in excess of the 95% rule. However, nothing in the plain language of the stawle provides a
basis for the inclusion of PERS contributions in caleulating a salary. NRS 281.123(2) defines
“galary” for purposes of the 95% rule, contains na reference to PERS contributions, and makes no
distinction between an employee/employer paid and an employer paid refiement. See also NRS
286.025 (“compensation” defined) and NAC 616C.423 {ilems included in calculation of average
menthly wuge for workers compensation).

V'The BOP notes that Audit Exhibiy IV incorrectly represents thot the BOP has 4 stoff; for the current
fiscal year the BOP bas J7 FTE positions and 3 part time staff,
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Steve Weinberger, CPA

Mey 21, 2018

Page2

RECOMMENDATION NO. 2 ~ Use the Office of the Attorney General (OAG) for a haseline
leve! of legal support.

RESPONSE:

The BOP hes always utilized the OAG for a baseline level of legal support, primarily os board
counsel whenever the BOP adjudicates the rights of a licensee.

RECOMMENDATION NO. 3 - Evaluate the cost/benefit of using In-house sataried attorneys
in conjunciion with the GAG for Jegal support.

RESPONSE:

The BOP employs in-house counsel in conjunction with the OAG. The BOP notes that, as
demonstrated in Audit Exhibit VIIT, in-house coansel is the most cost-effective model of jegal
support by a wide margin.

RECOMMENDATION NO. 4 - Establish standards for the Financial and administrative
operation of Boards,

RESPONSE:

Compensatlon

The BOP believes that staff salaries comply with NRS 281.123 and are approprinte? Showuld the
Department of Administration establish formal guidelines for positions, the Board will take those
guidelines into considerttion.

Operating Reserves

The BOF shall develop o reserve policy consistent with the Audit recommendstion within the next
six thanths.

Cantract Approval

The BOP strictly complics with the requirements of NRS Chopter 333, NAC Chapter 333, and
chapter 0300 of the State Administrative Manual for all contracts,

Financial Reporting
The BOP strictly complies with the financial reporting requirements of NRS 218G.400.

1F you have any questions, please do not hesitate to contact me at 775-850-1440 or
bkandiEpharmacy.nv.gov,
Best regards,

Brett Randt
Genera) Counsel
Nevada State Board of Pharmacy

? For instance, the salary of the DOF General Counsel is comparable 10 the suhuies uf the Gzl
Counsel for the Nevada Commission on Sudicinl Disclpline Commission and the Gensral Counsel for the
OAG. The salary of the BOP Director Finance and Technology is comparahle 10 the salory of an
Administrative Seyvices Officer,
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Nevada State Board of Podiatry

1325 Alrmotive Wiy Suite 1751 + Reno, Nevada 89502 » podiacry.ovgov « Phone 775-789-2605

May 15, 2018

M. Mark Richands, CPA Exacutive Branch Auditor
Governar's Finance Office

208 E. Musser 8i,, Ste. 302

Carsen Cily, Nevada 89701

Re: Draft of the Executive Branch Audit Committee

Dear Mr, Richards:

Per the request of Mr. Lowman | have completed my review of the draft of the Executive Audit
Committee audit of Nevada's Boards and Commissions. Unfortunately, | do not believe that |
have the authority to comment regarding any findings or recommendations which are made by
committee staff in the draft document.  Only the Nevada Board of Podiatry pursuant to a
properly noticed meeting under the Open Meeting Law can accapt or reject any of the
recommendations contained in the draft document. My understanding is that this document is
net subject to disclosure until it s reviewed by the Executive Audit Committee on June 14, 2018.
1f it is helpful to the process | could puf the draft document on a future Board meeting after June
14, 2018. Please contact me at (775} 769-2605 or nvpodiatry@bopnv.gov if you require any
additional information.

Sincersly,
| —

Carolyn J Cramer
Exscutivé Director
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State of Nevada
Board of Registered Environmental Health Specialists

6160 Mac Anme Ave., Saite 3. Rone, NV 89523
47T TA6-9423 7 ¥Fux (T73) 64105
Emusi!

May 24, 2018

Mr. Sicve Weinberger, Administrator

State of Nevada, Govemor's Finance Office
Division of Internal Audits

302 E. Musser St., Svite 302

Carson City, Nevada 89701

Dear Mr. Weinberger,

Since these andit findings are confidential until released, the members of the Board of Registered
Environmental Health Specialists will not sce the actual audit findings until after the audit is
issued and has been reviewed by the Executive Branch Audit Committee. The following
respense has been prepared i consultation with the Board®s Chair, Anthony Macaluso,

We do not accept the findings and recommendations from the Governor's Finance Office,
Division of Internal Audils as a whole. Some findings and recommendations in past are
acceplable and are identified in the response below.

The findings and recommendations focus on Board internal operations and staffing. The Board
has statutory anthority, NRS 625A.055 and 625A.060, to independently employ and fix the
compensation paid to attorneys, investigators and other professional consultants and clerical
personnel; all expenses must be paid from fees received by the Board, and may not be paid out of
the state general fund,

Comply with Statute and Guidelines for Salaries

Independent boards are exempt from the state’s budget act, NRS 353, and are also exempt from
the state’s personnel act, NRS 284 (audit report pg 24).

Response: The Board does not accept or agree with the auditors’ findings and recommendations
pertaining to compliance with NRS 281.123; NRS 622.220 as amended by AB328 and related
sections beginning on page 3 through page 6 pertaining to “one executive director working part-
time for three boards™,

The Board of Registered Environmental Health Specialists has no employees.

The Board entered into a contractual agreoment for Exceutive Director Services beginning
September 1, 2015, Previous to 2015, the Board had no dedicated stafT or physical
administrative office location, In awarding the independent contract, the Board considered the

exceptional qualifications, abilities, knowledge and skills of the candidate; the fact that the
individual brought unique and efficient co-location opportunities for administrative office cost

Board of Registered Environmental Heplth Specialists Page
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sharing and was versed in transitioning non-compliant regulatory beards into compliance with
state administrative requirements, having done 2o successfilly for two other small regulatory

boards.

The auditors contend that the Board’s contract Executive Director may not be in compliance with
NRS 622.220 as amended by AB328 (audit report pg 4).

AB328 is silemt as 1o whether an individual may be employed by vne board and
independently contracied with other boards lo serve in an executive director capacify.

Yhe auditors” findings have no legal basis; and in fact improperly question the validity of the
indepenident comtract agresments. The contract was properly procured, with the assisiance of the
Office of the Attormey General,; approved by the Board of Examiners and exccuted in accordance
with all state procwreinent and contractual requirements. (Exhibit X, four (4) Exeeutive Director
contracls in compliance).

The auditors also contend that compensation received by the Executive Director as an
“indepsndent coniractor” should be included in iheir “sinigle position” salary analysis as there is
an implied agreement for shared Executive Dirsctor services.

There is no agreement between the Boards to “share” a single Executive Director.

The Board of Occupaiional Therapy is sware of and supports the coniract services beitg
provided to the REHS Board. In fact, the Boards ar¢ ¢o-located and have a cost sharing

agreement for administrative office space (audit report pg 4).

The co-located Boards each have statutory authority to obtain their own staff, whether it be an
employee or independent contractor. The REHS Board independently made the determination of
how to staff its Executive Director position and approved the fixed fee compensation, based
solely upon ihe specific needs 6f the Board,

The auditors” inappropriately present information and data in the audit report based upon
oomhnmg separate and distinct positions and separate and distinict Boards” statistics and
representing them as a single entity; which they are not.

The REHS Board has the Jowest annual Tevenue of all Boards; the anditors” suggested salary
range for Executive Ihrector cumpenszmnn 15 not feasible; and is quesnnuablc whether it would

apply to “contract serviees”.

Pursuznt to Statutory authority in NRS 6254, the Board of Registered Environmental Health
Specialists is charged with détermining the staff level and methéd of compensation.

Iniprove the Legal Support Framework

Response: The Board aceepts the audit recommendation for use of the OAG for a baseline level
of iegal support.

The REHS Board utilizes the Office ¢f the Atiorney General for all legal services,

Board of Registercd Ervironmental Health Specjalists Page 2
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Estahlish Standards for Financial and Administrative Operation

Respense: Compensation - The Board does not aceept the auditors’ findings and
recommengiations on compensation.

As previcusly stated, compensation levels should remain under the authority of the Boards who
have the statutory authority and responsibility to establish appropriate staffing levels in
accordance with the specific needs of the Board,

Requiring DHRM assistance would be detrimental as those services would come at & cost,
through an assessment or direct charge by DHRM, which impacts the finances of the Board.

Operating Reserves - The Board of Registered Environmental Health Specialists aceepts the
auditors’ findings and recommendation on establishing a reserve policy.

A reserve balance policy would be beneficial; however, as the smallest revenue Board at
approximately $32,000 per year; reserve funds are limited. The Board will consider establishing
& policy at a future meeting dete.

Coniraci Approval - The Board of Registered Environmental Health Specialists accepts the
anditors” findings and recommendation fo provide clarity in the applicability of NRS 333 and
SAM.

The Board of Registered Environmental Health Specialists is in compliance with MRS 333 and
SAM relating to contracts, The Board has one (1) contract for Executive Director Services in
place,

Financial Reporting - The Board of Registered Environmental Health Speciafist accepts the
auditors’ recommendation to ¢larify the finaneial reporting requitements of NRS 218G.400,

The Board complics with NRS 218G.400; and submits an annual Balance Sheet in lien of audits.
We appreciste the opportunity to respond to the audit report findings and recommendations.

Respectfuily,
-

j)& ﬁf{é’ ?\f‘;\"\

Loretta L. Ponton, Executive Director
On behalf of Anthony Macaluso, Board Chair

Board of Registered Environmental Health Specialists Pape 3
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State of Nevada
Speech-Language Pathology, Audiology & Hearing Aid Dispensing Board

P.0. Box 34540 Reno, NV 89533-4540
(773) 7823421 I Pux {375} 1464105

Email

May 24, 2018

Mr. Steve Weinberger, Administeator

State of Nevada, Governor’s Finence Office
Division of Intemnal Audits

302 E. Musser St., Suite 302

Carson City, Nevada 8970}

Dear Mr. Weinberper,

Since these audit findings are confidential until released, the mombers of the Speech-Language
Pathology Audiology and Hearing Aid Dispensing Board will not see the actual audit findings
until afier the audit is issued and has been reviewed by the Executive Branch Audit Commitice.
The following response has been: prepared in consultation with the Board's Chair, Rebecca
Balley-Torres.

We do hot accept the findings and recemmendations from the Governor’s Finance Office,
Division of Internal Audits as a whole. Some findings and recommendations in part are
acceptable and are identified in the response below.

The findings and recommendations focus on Board infemal operations and staffing. ‘The Speech-
1.anguage Pathology, Audiclogy and Hearing Aid Dispensing Board has statutory authority,
NRS 637B.130, to employ and fix the compensation of an Executive Director; all expenses must
be paid from fees received by the Board, and no part of those expenses and salaries may be paid
out of the State General Fund.

Comply with Statute and Guidelines for Salaries

Independent boards are exempt from the stute’s budget act, NRS 353, and are also exempt from
the siste’s personnet act, NRS 284 (audii report pg 24).

Response: The Board does not aceept or agres with the auditors’ findings and recommendations
pertaining to compHance with NRS 28).123; NRS 622.220 as amended by AB328 and refated

sections beginning on page 3 through page 6 perteining to “one executive director working part-
{ime for three boards™,

The Board entered into an independent contract for Executive Director Services beginning in
2012. Previous to 2012, the Board had an Administrator and operated frem the home-based
office of the Administrator. There was no formal “independent contract™ for services. With the
assistance of the Office of the Attorney General, 2 Request for Proposal was issued for an
Tixecutive Director.

Speech-Laoguage Pathology Audiology snd Hearing Aid Dispensing Board Page )
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In awarding the independent contract, the Board considered the exceptional qualifications,
abilities, knowledge and skills of the candidate; the fact that the individual brought unique and
efficient co-location opportumities for administrative office cost sharing and was versed in
transitioning non-compliant regulatory boards into compliance with state administrative
requirements, having previously done so successfully. The Executive Director was also under an
independent contract agreement with the Board of Occupational Therapy for Executive Director
Services st the time. The proposal included a letter of suppors from the Board of QOccupational
Therapy and extended an offer of co-location and cost-sharing of administrative office space if
the proposal was accepted.

During the initial contract period, on-going analysis identified duplication of licensing of
audiologists with the Board of Hearing Aid Specialists. Afier extensive research, public
workshops and meetings with stakeholders, a proposal to metge the two Bosrds was heard before
the Sunsct Subcommittes of the Legislative Commission with a resulting recommendation to
merge the two Boards.

During the second contract period, a bill was presented and successfully passed at the 2015
Legislative Session resulting in the creation of the new Speech-Language Pathology Audiology
and Hearing Aid Dispensing Board and elimination of the Board of Hearing Aid Specialists.
New administrative regulations were completed, and have been adopted to implement the new
Board structure and statutory requirements.

The auditors contend that the Board’s contract Executive Director may nol be in compliance with
NRS 622.220 as amended by AB328 (audit report pg 4).

AB328 is silent as io whether un individuel may be employed by one board and
independently comtracied with other boards (o serve in an executive divector capacity.

The anditors” findings have no legal basis; and in fact improperdy question the validity of the
independent contract agreements. The Executive Director contracts were properly procured, with
the assistance of the Office of the Attomey Genernl, approved by the Board of Examiners and
executed in accordance with all siate procurement and contractual requirements. {Exhibit X, four
(4) Executive Director contracts in compliance).

The auditors also contend that compensation received by the Fxccutive Director as an
“independent contractor” should be included in their “single position™ salary analysis as there is
an implied agreement for shared Executive Director services.

There is no agteement between the Boards to “share” a single Executive Director.

Each Board has it’s unique profissions, licensing qualifications, skill sets, scope of practice,
continuing education requirements, professional challenges and obstacles, financial restraints,
disciplinary processes, regulations, statutes, and board members.

‘The Board of Oceupational Therapy is aware of and supports the contract services being
provided to the Speech-Language Pathology Audiology and Hearing Aid Dispensing Board. The

Boards are co-located and have a cost sharing agreement for administrative office space {(pudit
report pg 4).

Spoech-Language Pathology Andiology and Hearing Al Digpensing Boand Page 2
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The co-located Bourds each have statutory authority to obiain their own staff, whether it be an
employee or independent contractor. The Speech-Lanpuage Pathology Audiology and Hearing
Aid Dispensing Board independently made the determination of how to staff its Executive :
Director position and approved the fixed fee compensation, based solely ypon the specific needs
of the Board as stated sbove.

The auditors’ inappropriately present information and data in the audit report based upon
cotbining scparate and distinct positions and separate and distinct Boards® statistics and
representing them as a single entity; which they are not.

The auditors' suggested salary range for Executive Direcior compensation may not be feasible.
It is unclear as to whether the ranpe inchudes beaefits; and it 1s questionable whether it would
apply to “contract services™.

Pursuant to statutory authority in NRS 637B, the Speech-Language Pathology Aundiology and
Hearing Aid Dispensing Board is charged with determining the appropriate staffing and method
of compensation.

Improve the Legal Support Framework

Response: The Board accepts the audit recommendation for use of the OAG for a baseline level
of legal support.

The Specch-Language Pathology Audiology and Hearing Aid Dispensing Board utitizes the
Office of the Atterney General for all legal services.

Establish Standards for Financial and Administrative Operation

Response: Compensation - The Board does not accept the auditors® findings and
recommendations on compensation,

As previously stated, compensation levels should remain under the authority of the Boards who
have the statutory authority and responsibility to extablish appropriate staffing levels in
accordance with the specific needs of the Board.

Requiring DHRM assistance weuld be detrimental as those services would come at a cost,
through an assessment or direct charge by DHRM, which impacts the finances of the Board.

Operating Reserves - The Speech-Language Pathology Audiology and Hearing Aid Dispensing
Board accepts the auditors® findings and secommendation on establishing a reserve policy.

A reserve balance policy would be beneficial. The Board will consider a reserve fund policy ata
future Board meeting.

Contract Approval - The Speech-Language Pathology Audielogy and Hearing Aid Dispensing
Board accepts the auditors® findings and recommendation to provide clarity in the applicability
of NRS 333 and SAM.

Speech-Languape Pathiolagy Audiclogy and Hearing Aid Dispensing Bourd Page3
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The Specch-Language Pathology Audiology and Hearing Aid Dispensing Board is in compliance
with NRS 333 and SAM relating to all contracts.

Financial Reporting - The Speech-Language Pathology Audiology and Hearing Aid Dispensing
Board accepts the auditors’ recommendation to clarify the financial reporting requirements of
NRS 218G.400.

The Board complies with NRS 218G.400. Audited financial statement for fiscal years prior to
2018 were prepared in accordance with governmental accounting standards for special revenue
funds.

Pursuant o AB328, the Board’s revenue will fall below the threshold for audit in Fiscal Year
2018, therefore the Board will be submitting Balance Sheets until such time as the revenue of the
Board reaches the threshold of $200,000.

We appreciate the opportunity to respond to the audit report findings and recommendations.
Respectfully,

ﬁt% Aﬁﬁ%‘ﬂ

Loretta L. Ponton, Executive Director
On behalf of Rebecca Bailey-Tomres, Board Chair
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May 24, 2018
To whom it may concern,

PLEASE NOTE THAT THIS RESPONSE IS BEING SUBMITTED AT THE DIRECTION OF WARREN
LOWMAN, EXECUTIVE BRANCH AUDIT MANAGER FROM THE DIVISION OF INTERNAL AUDITSBY THIS
BOARD'S ERECUTIVE DIRECTOR AND WITHOUT CONSULTATION WITH THE BOARD. BECAUSE MR.
LOWMAN HAS DIRECTED THAY THE EXECUTIVE DIRECTORS NOY MAKE THE DRAFT REPORT PUBLICIN
ADVANCE OF THE JUNE 14 MEETING OF THE EXECUTIVE BRANCH AUDET COMMITTEE, AND BECAUSE
THE BOARD MAY NOT CONSIDER OR TAKE ACTION RELATING TOTHE DRAFT REPORY EXCEPT ATAN
OPEN AND PUBLIC MEETING COMBUCTED PURSUANT TO THE NEVADA GPEN MEETING LAW {NRS
GHAPTER 241), THE BOARD WILL NOT BE ABLE TO REVIEW AND COMMENT ON THE DRAFT ASIT IS
ENTITLED TO 0 PURSUANT TO NRS 353A.085{1} UNTIL THE BOARD'S NEXT REGULARLY SCHEDULED
MEETING AFTER JUNE 14, 2018, WHICH WILL BE ON [DATE], THE COMMENTS CONTAINED HEREIN,
THEREFQRE, ARE MERELY INTENDED TG PROVIDE SUCH INFORMATION AND RESPONSES AS CAN BE
PROYIDED BY THE BOARD'S EXECUTIVE DIRECTOR WITHOUT CONSULTATION, INPUT, OR ACTION BY
THE BOARD AND SHOULD BE CONSIDERED AS UNOFFICIAL AND NON-BINDING UPON THE BOARD. AS
SUCH, THE BOARD ASKS THAT ANY FINAL ACTION BY THE EXECUTIVE BRANCH AUDIT COMMITTEE
RELATING TO THE AUDIT REPORT BE POSTPONED AND THAT THE REPORT NOT BE FINALIZED UNTIL
AFTER THE BOARD CAN TAKE PROPER ACTION RELATING THERETO PURSUANT TO NRS 353A.085{1}
AND NRS CHAPYER 241 AND THEREAETER GET THE COMMENTS AND ACTION TAKEN 8Y THE BOARD
BACK TO MR, LOWMAN FOR HiS INCORRORATION INTO THE FiNAL AUDIT REPORT.

Taking inte sccount the above statement, | would fike to state that to the best of my knowledge the
Nevada Board of Veterinary Med::al Examiners {NBVME) isin cnmpllam:e with the remmmandal;lons
made by the Division of Internal Audits,

i maklng staffing decisions pert'_a?ning to salary, the NBYME considers state salary guidelines for
simiar positions within the state system. Additionally, T would like to correct an ervor in Exhibly Xit in
which the salary for the Exacutive Director is reported as $88,000 anhhuslly. Howeves, the correct salary
i5577,124.88 annially.

Regarding recominendations pértaining to legal counselihe: Board does ratain legal support from the
Office of the Atiorney Genersl forall dfsmpllnarv hearings and in the cagse when an Atternsy General's
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Opinfon is requested or required. The cost-benefit of using in-house attorneys, the office of the Attorney
General, or both is consistently evaluated. At present time in-house counsel’s rate of compensation is
less than the of the Qffice of the Attarney General, However, the Board would continue to retain the
Office of the Attcrney General in the aforementioned roles.

The Board complies with current financial end administrative operations required of Boards within
the State of Nevada.

Please reach out to my office with any questions or furthey conterns.

Ol

Sincerely,

Je

Jennifer Pedigo

Executive Direstor
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Appendix C

Timetable for Implementing
Audit Recommendations

In consultation with the Department of Administration (D of A) and Nevada's
independent licensing boards (Boards), the Division of Internal Audits categorized
the recommendations contained within this report into two separate
implementation time frames (i.e., Category 1 — less than six months; Category 2 —
more than six months). The D of A and Boards should begin taking steps to
implement all recommendations as soon as possible. The D of A and Boards
target completion dates are incorporated from Appendix B.

Category 1: Recommendation with an anticipated
implementation period of less than six months.

Recommendation Time Frame

4, Establish standards for the financial and administrative Dec 2018
operation of Boards. (page 22)

Category 2: Recommendations with an anticipated
implementation period exceeding six months.

Recommendations Time Frame
1. Comply with statute and guidelines for salaries. (page 10) TBD
2. Use the OAG for a baseline level of legal support. (page 16) TBD
3. Evaluate the cost/benefit of using in-house salaried attorneys TBD

in conjunction with the OAG for legal support. (page 16)

The Division of Internal Audits shall evaluate the action taken by D of A and Boards
concerning the report recommendations within six months from the issuance of
this report. The Division of Internal Audits must report the results of its evaluation

to the committee, D of A, and Boards.
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