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NEVADA SYSTEM OF HIGHER EDUCATION
SINGLE AUDIT REPORT
FOR THE YEAR ENDED JUNE 30, 2012

INTRODUCTION

BACKGROUND

The Nevada System of Higher Education (NSHE) is a state-supported, land grant institution
established by the Nevada State Constitution of 1864. It began instruction in 1874. NSHE is fully
accredited by the Northwest Association of Schools and Colleges. Nine separate institutions comprise
the NSHE and include:

o University of Nevada, Reno (UNR)

e University of Nevada, Las Vegas (UNLV)

e Nevada State College (NSC)

e Desert Research Institute (DRI)

o Truckee Meadows Community College (TMCC)

e College of Southern Nevada (CSN)

e  Western Nevada College (WNC)

e Great Basin College (GBC)

e Nevada System of Higher Education Administration

There are eight controllers’ offices within the NSHE located in Reno, Carson City, Elko, Las
Vegas and Henderson.

The controllers’ offices are responsible for the financial management of research grants. The
Office of Contracts and Grants within the respective controllers’ offices are responsible for the
maintenance of financial records and compliance with terms and conditions of the grants that are
generally applicable. Compliance with terms and conditions applicable to certain grants and other

agreements is the specific responsibility of the relevant principal investigator.
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In addition to the controllers’ offices, one business center (Business Center North (BCN) in
Reno) and purchasing offices at UNLV and CSN provide the purchasing and property management
functions for the NSHE institutions.

The major units of UNR include the College of Agriculture, Biotechnology and Natural
Resources, College of Business Administration, College of Education, College of Engineering,
College of Human and Community Services, College of Liberal Arts, College of Science, Cooperative
Extension, Graduate School, Reynolds School of Journalism and the School of Medicine. UNR offers
major fields of study leading to baccalaureate and advanced degrees through the academic departments
in the various schools and colleges.

UNLYV offers major fields of study in different academic departments leading to baccalaureate
and advanced degrees through academic departments in the following colleges and schools: Business,
Education, Fine Arts, Graduate, Division of Health Sciences, Honors, Hotel Administration, Liberal
Arts, Sciences, University College and Urban Affairs. UNLYV is also home to a Dental and Law
school.

Research activities are conducted primarily at UNR, UNLV and DRI. NSHE has been
awarded research grants by various Federal agencies. The primary agencies from which these funds
were received during the year ended June 30, 2012 were:

Department of Agriculture

Department of Commerce

Department of Defense

Department of Education

Department of Energy

Department of Veteran Affairs
Environmental Protection Agency
Department of Health and Human Services

Department of Homeland Security
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Department of Housing and Urban Development
Department of Interior
Department of Justice
National Aeronautics and Space Administration
National Endowment for the Humanities
National Science Foundation
Department of State
Department of Transportation
In addition, student financial aid funds were received under the Federal campus-based and Pell

programs.
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Board of Regents
Nevada System of Higher Education

We have audited the accompanying financial statements of the business-type activities and the aggregate
discretely presented component units of the Nevada System of Higher Education (the “System”), as of
and for the years ended June 30, 2012 and 2011, as listed in the table of contents. These financial
statements are the responsibility of the System’s management. Our responsibility is to express our
opinion on these financial statements based on our audit. We did not audit the financial statements of
the DRI Research Foundation, DRI Research Parks, Ltd., Truckee Meadows Community College
Foundation, Western Nevada College Foundation, Great Basin College Foundation, Rebel Golf
Foundation, UNLV Alumni Association, College of Southern Nevada Foundation, and the Nevada State
College Foundation, which collectively represent 5.9% percent of the assets, 5.9% percent of the net
assets and 5.8% percent of the operating revenues of the aggregate discretely presented component units,
for the year ended June 30, 2012 and 4.6% percent of the assets, 4.5% percent of the net assets and 4.5%
percent of the operating revenues of the aggregate discretely presented component units as of and for the
year ended June 30, 2011 as described in Note 22 “System Related Organizations” in the accompanying
financial statements. Those financial statements were audited by other auditors whose reports have been
furnished to us, and in our opinion, insofar as they relate to the amounts included for those component
units is based solely on the reports of other auditors.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America established by the American Institute of Certified Public Accountants and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. The
financial statements of the Practice Plans, DRI Research Foundation, DRI Research Parks, Ltd., Truckee
Meadows Community College Foundation, Western Nevada College Foundation, Great Basin College
Foundation, UNLV Research Foundation, Rebel Golf Foundation, UNLV Alumni Association, College
of Southern Nevada Foundation, and the Nevada State College Foundation, were not audited in
accordance with Government Auditing Standards for the years ended June 30, 2012 and 2011. An audit
includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the System’s internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

Grant Thornton LLP
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GrantThornton

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities and the aggregate discretely presented
component units of the System, as of June 30, 2012 and 2011, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 30, 2012
on our consideration of the System’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the System’s internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that Management’s
Discussion and Analysis on pages 3 through 11 be presented to supplement the basic financial
statements. Such information, although not a required part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. This required supplementary information is the responsibility of management. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America established by the American Institute of
Certified Public Accountants. These limited procedures consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence
to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The combining schedules of net assets and combining schedules of revenues, expenses and changes in
net assets is presented for purposes of additional analysis and is not a required part of the financial
statements. Such supplementary information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial
statements. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by the U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, and is also not a required part of the basic financial
statements of the System. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures. These additional procedures included
comparing and reconciling the information directly to the underlying accounting and other records used
to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America
established by the American Institute of Certified Public Accountants. In our opinion, the supplementary
information is fairly stated, in all material respects, in relation to the financial statements as a whole.

Gm?’ 7% TR

Reno, Nevada
October 30, 2012
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Nevada System of Higher Education’s (the “System”) annual financial
information presents management’s discussion and analysis of the financial standing as of June 30,
2012. This section provides a brief overview of noteworthy financial activity, identifies changes in
financial position, and assists the reader in focusing on significant financial issues that occurred
during the year ended June 30, 2012, with comparative information as of June 30, 2011 and June 30,
2010.

Since this discussion provides summary level financial information, it should be read in
conjunction with the System’s financial statements and accompanying footnotes that follow this
section. Responsibility for the financial statements, footnotes and this discussion rests with System
management. All amounts included in this discussion are presented in thousands of dollars.

SYSTEM AND SYSTEM RELATED ORGANIZATIONS

The System is a consolidation of the following 8 institutions of public higher education in
Nevada and the Nevada System of Higher Education Administration entity:

University of Nevada, Reno

Desert Research Institute

Truckee Meadows Community College
Western Nevada College

Great Basin College

University of Nevada, Las Vegas
College of Southern Nevada

Nevada State College

This annual financial report and statements include the above institutions of the System as
well as certain other organizations, also called component units, that have a significant relationship
with the institutions. These component units are related tax exempt organizations primarily founded
to foster and promote the growth, progress, and general welfare of the institutions. They exist to
solicit, receive and administer gifts and donations for the institutions or, in the case of the University
of Nevada School of Medicine Practice Plans, to facilitate patient care activities. The System
component units are as follows:
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University of Nevada, Reno Foundation

Athletic Association University of Nevada

Athletic Association University of Nevada Endowment Fund
University of Nevada School of Medicine Practice Plans
Desert Research Institute Foundation

Desert Research Institute Research Parks LTD

Truckee Meadows Community College Foundation
Western Nevada College Foundation

Great Basin College Foundation

University of Nevada, Las Vegas Foundation
University of Nevada, Las Vegas Research Foundation
Rebel Golf Foundation

University of Nevada, Las Vegas Alumni Foundation
College of Southern Nevada Foundation

Nevada State College Foundation

Component units issue separate audited or reviewed financial statements from the System.
SYSTEM FINANCIAL HIGHLIGHTS FROM 2011 TO 2012 (in $1,000’s)

Total net assets decreased .5% from $2,253,126 to $2,242,297,;

Capital Assets decreased 1.3% from $1,986,114 to $1,959,264;

Operating revenues decreased 3.9% from $761,162 to $731,269;
Nonoperating revenues decreased 18.4% from $750,691 to $612,245; and
Operating expenses decreased 3.0% from $1,422,884 to $1,379,739.

USING THIS REPORT

This report consists of a series of financial statements prepared in accordance with the
Governmental Accounting Standards Board Statement No. 35, Basic Financial Statements-and
Management’s Discussion and Analysis-for Public Colleges and Universities. These statements
focus on the financial condition of the System, the results of operations, and the cash flows of the
System as a whole.

One of the most important questions asked about System finances is whether the System as a
whole is better off or worse off as a result of the year’s activities. There are three key components to
answering this question. They are the Combined Statement of Net Assets; the Combined Statement
of Revenues, Expenses and Changes in Net Assets; and the Combined Statement of Cash Flows.
These statements present financial information in a form similar to that used by corporations. The
System’s net assets (the difference between assets and liabilities) is an important gauge of the
System’s financial health when considered with non-financial facts such as enrollment levels and the
condition of the facilities.

The Combined Statement of Net Assets includes all assets and liabilities. It is prepared under
the accrual basis of accounting, whereby revenues and assets are recognized when the service is
provided and expenses and liabilities are recognized when a third party provides the services,
regardless of when cash is exchanged.
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The Combined Statement of Revenues, Expenses, and Changes in Net Assets presents the
revenues earned and expenses incurred during the year. Activities are reported as either operating or
nonoperating. All things being equal, a public higher education system’s dependency on state
appropriations will usually result in operating deficits. This is because the financial reporting model
classifies State appropriations as nonoperating revenues. The utilization of long-lived assets, referred
to as capital assets, is reflected in the financial statements as depreciation, which amortizes the cost of
an asset over its expected useful life.

Another important factor to consider when evaluating financial viability is the System’s
ability to meet financial obligations as they mature and come due. The Combined Statement of Cash
Flows presents information related to cash inflows and outflows summarized by operating, capital
financing, non-capital financing, and investing activities.

CONDENSED FINANCIAL INFORMATION
ASSETS AND LIABILITIES

The Combined Statement of Net Assets is a point-in-time financial statement presenting the
financial position of the System as of June 30, 2012, with a comparison made to June 30, 2011 and

June 30, 2010. This Statement presents end-of-year data for Assets (current and non-current),
Liabilities (current and non-current), and Net Assets (assets minus liabilities).

System net assets (in $1,000°s)

Increase/ Percent Increase/ Percent
2012 2011 (Decrease) Change 2010 (Decrease) Change
Assets
Current Assets $755,168 $677,583 $77,585 11% $565,081 $112,502 20%
Capital Assets 1,959,264 1,986,114 (26,850) % 1,969,992 16,122 1%
Other Assets 258,932 309,922 (50,990) (16)% 312,497 (2,575) 1%
Total Assets 2,973,364 2,973,619 (255) 0% 2,847,570 126,049 4%
Liabilities
Current Liabilities 227,926 182,353 45,573 25% 174,449 7,904 5%
Noncurrent Liabilities 503,141 538,140 (34,999) (7% 522,498 15,642 3%
Total Liabilities 731,067 720,493 10,574 1% 696,947 23,546 3%
Net Assets
Invested in Capital
Assets, Net of Debt 1,463,647 1,449,211 14,436 1% 1,450,749 (1,538) 0%
Restricted,
nonexpendable 84,695 85,288 (593) (1)% 82,088 3,200 4%
Restricted, expendable 196,107 245,196 (49,089) (20)% 250,762 (5,566) @)%
Unrestricted 497,848 473,431 24,417 5% 367,024 106,407 29%
Total Net Assets $2,242,297  $2,253,126 $(10,829) 0% $2,150,623 $102,503 5%
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Assets

Total assets of the System remained fairly consistent, showing a decrease of $255, or less than
1%. The increase that occurred in current assets was offset by a decrease in capital and other assets.
The increase in current assets is primarily due to an increase in the valuation of the short-term
investments accounts. The decrease in capital assets is reflective of the sale of UNR’s Fire Science
Academy and normal depreciation for the year. The decrease in other assets relates primarily to the
decline in restricted cash and cash held by the State Treasurer.

Liabilities

Total liabilities for the year increased by $11 million; a $46 million increase in current
liabilities and $35 million decrease in non-current liabilities. The increase in current liabilities was
primarily due to a policy change in pay dates for professional staff, moving the pay date from the last
working day of the month to the first working day of the following month, effective with pay earned
in the month of June 2012. As such, only eleven months were paid during the year and one month
was accrued at June 30, 2012. The decrease in non-current liabilities was primarily driven by a
decrease in long-term debt as a result of the defeasance of bonds plus the issuance of new debt.

Net Assets

Net assets are divided into three major categories. The first category, invested in capital
assets - net of debt, provides the equity in property, plant, and equipment owned by the System. The
next category is restricted net assets, which is presented as two subcategories: nonexpendable and
expendable. The corpus of nonexpendable restricted resources is only available for investment
purposes. Expendable restricted net assets are available for expenditure by the System, but must be
spent for purposes as determined by donors and/or external entities that have placed time or purpose
restrictions on the use of the assets. The final category is unrestricted net assets that are net assets
available to the System for any lawful purpose.

Invested in Capital Assets

Net assets invested in capital assets - net of related debt, represent the System’s capital assets
net of accumulated depreciation and outstanding principal balances of debt attributable to the
acquisition, construction, or improvement of those assets. The $14 million or 1% increase reflects
the System’s expenditures for development and renewal of its capital assets, offset by depreciation
expense on capital assets and a net decrease in long-term debt. The increase is related to debt
reduction associated with capital assets.

Restricted, Nonexpendable/Expendable

The System’s endowment funds consist of both permanent endowments and funds functioning
as endowments or quasi-endowments.

Permanent endowments are those funds received from donors with the stipulation that the

principal remain inviolate and be invested in perpetuity to produce income that is to be expended for
the purposes stipulated by the donor.
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Unrestricted Net Assets

Unrestricted net assets increased by $24 million in 2012. Although unrestricted net assets are
not subject to externally imposed stipulations, substantially all of the System’s unrestricted net assets
have been designated for various academic and research programs and initiatives, as well as capital
projects. Funds functioning as an endowment consist of unrestricted funds that have been allocated
by the System for long-term investment purposes, although amounts are not subject to donor
restrictions requiring the System to preserve the principal in perpetuity. Programs supported by the
endowment include scholarships, fellowships, professorships, research efforts and other important
programs and activities.

System Related Organizations

Component Entity Net Assets (in $1,000’s)

Increase/ Percent Increase/ Percent
2012 2011 (Decrease) Change 2010 (Decrease) Change
Assets
Current Assets $200,616 $210,991 $(10,375) %)% $169,182 $41,809 25%
Capital Assets 7,937 3,233 4,704 145% 2,792 441 16%
Other Assets 259,283 220,616 38,667 18% 204,685 15,931 8%
Total Assets 467,836 434,840 32,996 8% 376,659 58,181 15%
Liabilities
Current Liabilities 12,380 14,060 (1,680) (12)% 11,174 2,886 26%
Non-Current Liabilities 8,302 8,806 (504) (6)% 9,612 (806) (8)%
Total Liabilities 20,682 22,866 (2,184) (10)% 20,786 2,080 10%
Net Assets
Invested in Capital 6,412 2,603 3,809 146% 1,890 713 38%
Assets Net of Debt
Restricted, Nonexpendable 240,461 220,589 19,872 9% 183,692 36,897 20%
Restricted, Expendable 162,568 160,746 1,822 1% 123,600 37,146 30%
Unrestricted 37,713 28,036 9,677 35% 46,691 (18,655) (40)%
Total Net Assets $447,154 $411,974 $ 35,180 9% $355,873 $56,101 16%

One of the critical factors in continuing the quality of the System’s programs is the
development and renewal of its capital assets. The fifteen campus and athletic foundations, as
System Related Organizations, continue to support the campuses in their long-range plans and
provide support for construction of facilities. Changes in the above schedule primarily reflect the
foundations’ decrease in investment income. The remaining changes can be attributed to a decrease
in operating expenses and an increase in payments to the NSHE campuses.

REVENUES, EXPENSES AND CHANGES IN NET ASSETS

Changes in total net assets as presented on the Combined Statement of Net Assets are based
on the activity presented in the Combined Statement of Revenues, Expenses, and Changes in Net
Assets. The purpose of the statement is to present the revenues received by the System, both
operating and nonoperating, and the expenses paid by the System, operating and nonoperating, as
well as any other revenues, expenses, gains and losses received or spent by the System.

(AUDIT COMMITTEE 11/29/12) Ref. A-3, Page 19 of 307



Generally speaking, operating revenues are received for providing goods and services to the
various customers and constituencies of the System. Operating expenses are those expenses paid to
acquire or produce the goods and services provided in return for the operating revenues and to carry
out the mission of the System. Nonoperating revenues are revenues received for which goods and
services are not provided. For example state appropriations are considered nonoperating because
they are provided by the Legislature to the institution without the Legislature directly receiving
commensurate goods and services for those revenues.

System Revenues, Expenses and Changes in Net Assets (in $1,000’s)
The Combined Statement of Revenues, Expenses, and Changes in Net Assets reflects a

consistent year with the net assets at the end of the year decreasing slightly, but remaining fairly
consistent with the prior year.

Increase/ Percent Increase/ Percent
2012 2011 Decrease Change 2010 Decrease Change
Operating Revenues
Student tuition and fees, net $335,187 $328,805 $ 6,382 2% $302,887 $25,918 9%
Grants and contracts, Federal 164,127 186,353 (22,226) (12)% 174,000 12,353 7%
Grants and contracts, other 67,651 80,575 (12,924) (16)% 94,512 (13,937) (15)%
Sales and services 134,618 137,189 (2,571) 2)% 140,444 (3,255) 2)%
Other 29,686 28,240 1,446 5% 19,563 8,677 44%
Total Operating Revenues 731,269 761,162 (29,893) 4% 731,406 29,756 4%
Operating Expenses
Employees comp/benefits (858,871) (907,282) 48,411 5)% (931,296) 24,014 3)%
Utilities (31,954) (34,203) 2,249 (M% (37,542) 3,339 9%
Supplies and services (304,425) (287,746) (16,679) 6% (263,646) (24,100) 9%
Scholarship and
fellowships (88,770) (101,044) 12,274 (12)% (77,988) (23,056) 30%
Other 30) (52) 22 (42)% (38) 14 37%
Depreciation (95,689) (92,557) (3,132) 3% (92,855) 298 0%
Total Operating Expenses (1,379,739) (1,422,884) 43,145 3)% (1,403,365) (19,519) 1%
Nonoperating Revenues and Expenses
State appropriation 475,004 549,015 (74,011) (13)% 396,748 152,267 38%
Federal grants 122,329 100,769 21,560 21% 268,935 (168,166) (63)%
Gifts 31,533 34,999 (3,466) (10)% 33,694 1,305 4%
Investment income (loss), net 16,973 88,117 (71,144) 81)% 61,979 26,138 42%
Disposal of capital asset (8,648) (1,626) (7,022) 432% (2,476) 850 34)%
Interest expense (23,955) (24,352) 397 2)% (21,895) (2,457) 11%
Other nonoperating
revenues (expenses) (991) 3,769 (4,760) (126)% (681) 4,450 653%
Total Nonoperating Revenues
and Expenses 612,245 750,691 (138,446) (18)% 736,304 14,387 2%
Other Revenues (Expenses) 25,396 13,534 11,862 88% 84,397 (70,863) (84)%
Net Assets
Increase (Decrease) in Net
Assets (10,829) 102,503 (113,332) 111)% 148,742 (46,239) B1H)%
Net assets, beginning of
year 2,253,126 2,150,623 102,503 5% 2,001,881 148,742 7%
Net assets, end of year $2,242,297 $2,253,126 (10,829) 0% $2,150,623 $102,503 5%

Operating revenues decreased by $29.9 million (4%) and operating expenses decreased by
$43.2 million (3%), resulting in an increase in the operating loss of $13.3 million (2%).
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Operating Revenue - Student Tuition and Fees increased 1.9% to $335.2 million as a result of
the Board of Regents approved tuition and fee increases offset by an enrollment decrease. Federal
grants and contracts experienced a decrease of 11.9% to $164.1 million while State, local and other
grants and contracts decreased 16% to $67.7 million.

The decrease in operating expenses was driven by a large increase in Supplies and Services
expense being offset by decreases in Employee Compensation and Benefits and Utilities. These
decreases are a result of layoffs, position eliminations and furloughs in response to the budget cuts.
Scholarship and Fellowship expense also decreased, which followed the trends of enrollment.

Nonoperating net revenues decreased by $138.4 million. This was led by significant
decreases in appropriations due to State budget cuts ($74 million), investment income, net due to
market fluctuation ($71.1 million), and loss on the sale of UNR’s Fire Science Academy ($7 million).

System Related Organizations

Component entities’ ending net assets increased from 2011 to 2012, as shown in the following
schedule.

Increase/ Percent Increase/ Percent
2012 2011 Decrease Change 2010 Decrease Change

Operating Revenues

Patient revenue $51,198 $49,787 $1,411 3% $61,334 $(11,547) 19)%

Contract revenue 6,277 7,355 (1,078) (15)% 8,848 (1,493) 17%

Contributions 54,723 38,938 15,785 41% 44,889 (5,951) (13)%

Campus support 5,635 5,945 (310) (5)% 4,216 1,729 41%

Other 6,801 5,408 1,393 26% 5,476 (68) (1%
Total Operating Revenues 124,634 107,433 17,201 16% 124,763 (17,330) (14)%
Operating Expenses

Program expenses (35,594) (34,542) (1,052) 3% (37,556) 3,014 (8)%

Other operating expenses (33,988) (32,383) (1,605) 5% (57,000) 24,617 (43)%

Depreciation (841) (878) 37 )% (1,003) 125 (12)%
Total Operating Expenses (70,423) (67,803) (2,620) 4% (95,559) 27,756 (29)%
Nonoperating Revenues and Expenses

Investment income (loss), net 7,652 40,394 (32,742) 81)% 22,446 17,948 80%

Payments to NSHE System (51,932) (37,832) (14,100) 37% (49,295) 11,463 (23)%

Other nonoperating revenues (expenses) 2,573 (41) 2,614 6,376% 119 (160) (134)%
Total Nonoperating Revenues and Expenses (41,707) 2,521 (44,228)  (1,754)% (26,730) 29,251 (109)%
Other Revenues

Other revenues 22,676 13,950 8,726 63% 19,054 (5,104) 27)%
Net Assets

Increase (Decrease) in net assets 35,180 56,101 (20,921) (B7N% 21,528 34,573 161%

Net assets, beginning of year 411,974 355,873 56,101 16% 334,345 21,528 6%
Net Assets, end of year $447,154  $411,974 35,180 9%  $355,873 $56,101 16%
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CASH FLOWS (in $1,000’s)

Net cash flows decreased primarily due to a decline in State appropriations and to debt
payments of principal. Cash used in operating activities decreased, primarily reflecting NSHE’s
policy change in pay dates for professional staff, moving the pay date from the last working day of
the month to the first working day of the following month, effective with pay earned in the month of
June 2012. Thus, only 11 pay periods were paid during 2012. Net operating cash flows (amount of
cash used in operating activities) decreased 10.7%.

Cash flows from noncapital financing activities decreased $50.2 million. This decrease was
primarily related to the decrease in State appropriations offset by the increase in nonoperating Federal
grants and contracts. Cash flows used in capital financing activities indicated an increase of $38.2
million, reflecting a net increase in cash paid on capital debt. Cash used in investing activities
increased by $64.9 million. This category generally reflects investing activities during the year.

Increase/ Percent Increase/ Percent
2012 2011 (Decrease) Change 2010 (Decrease) Change
Operating activities $(502,302) $(562,752) $60,450 D)% $(584,420) $21,668 @)%
Noncapital financing 635,908 686,107 (50,199) % 694,445 (8,338) (1%
Capital financing activities (120,150) (81,909) (38,241) 47% (143,917) 62,008 (43)%
Investing activities (57,249) 7,693 (64,942) (844)% 82,164 (74,471) 9%
Net increase (decrease) in cash (43,793) 49,139 (92,932) 48,272 867
Cash - beginning of year 249,974 200,835 49,139 152,563 48,272
Cash- end of year $206,181 $249,974 $(43,793) $200,835 $49,139

CAPITAL ASSET AND DEBT ADMINISTRATION

As of June 30, 2012, the System had invested $1.96 billion in a broad range of capital assets,
including equipment, buildings, machinery and equipment, library books and media, art and other
valuable collections, intangible assets and land. This represents a net decrease (including additions
and deletions) of $26.8 million over the June 30, 2011, total of $1.99 billion.

During fiscal year 2012, NSHE issued $82.5 million of new revenue bonds to refinance
outstanding bonds and notes for interest savings. As of June 30, 2012 the coverage on the University
Revenue Bonds (pledged revenues to maximum annual debt service) was 4.21 times. For statutory
purposes, the coverage was 1.34 times, above minimum required coverage of 1.10. Coverage for the
System’s University Revenue Bonds is based upon two formulas. The statutory coverage ratio is
based upon pledged revenues described in Nevada Revised Statutes authorizing the issuance of
revenue bonds. The second, comprehensive coverage ratio, is based upon all revenues pledged to the
bonds (including the statutory revenues) in the bond resolutions adopted by the Board of Regents.
The statutory and comprehensive coverage ratios feature different minimum coverage thresholds that
govern the issuance of additional revenue bond debt.

FUTURE FINANCIAL EFFECTS
In the recent years the demand for higher education services has stabilized, with some

institutions showing slight growth and others reporting declines in enrollments. In FY 12, the System
realized a net loss of student full time equivalent (FTE) enrollment of 6.5 percent system-wide
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compared to FY 11. Student FTE enrollments increased at one of the State’s two universities and the
State College, and decreased at the other 5 institutions. Student enrollment counts are not yet
available for the fall 2012 semester, but preliminary figures reflect that systemwide the number of
FTE students will increase slightly overall from fall 2011, with some institutions growing and others
anticipating slight decreases in FTE students.

The Legislatively approved NSHE operating budget includes state appropriations and
authorized expenditures (State Supported Operating Budget), plus registration fee surcharges
approved by the Board of Regents in June 2011 and permanent fee increases approved in December
2011. The State Supported Operating Budget totals $735.4 million for FY 13. This compares to a
Legislatively approved budget of $725.9 million in FY 12 and represents a 1.32% increase. General
fund only allocations for NSHE remained essentially flat at $472.4 million. In FY12, general fund
appropriations accounted for approximately 65.2% of the total State Supported Operating Budget and
in FY 13 general fund appropriations account for approximately 64.2%, with the downward change
attributed to growth in student fee revenues while appropriations were unchanged. The remaining
revenue sources budgeted in the state supported operating budget, including all non-appropriated
sources, total $263.0 million in FY 13 (35.8% of the total). This is an increase in dollars of $10.4
million and an increase in percentage of budget supported by non-general fund sources of
approximately 1.0% over FY 12 budgeted amounts.

As was the case in FY 12, student FTE enrollments will likely reflect growth at some
institutions in FY 13 and NSHE will be requesting the Interim Finance Committee, as authorized in
Senate Bill 503 (2011), for authority to expend student fee revenues generated in excess of budgeted
levels due to enrollments exceeding projections in FY 13. These funds will be utilized to augment
existing state budgets for the affected institutions.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain information provided by the System, including statements written in this discussion
and analysis or made orally by its representatives, may contain forward-looking statements as defined
in the Private Securities Litigation Reform Act of 1995. Other than statements of historical facts, all
statements that address activities, events or developments that the System expects or anticipates will
or may occur in the future contain forward-looking information.

In reviewing such information it should be kept in mind that actual results may differ
materially from those projected or suggested in such forward-looking information. This forward-
looking information is based upon various factors and was derived using various assumptions. The
System does not update forward-looking information contained in this report or elsewhere to reflect
actual results, changes in assumptions, or changes in other factors affecting such forward-looking
information.

(Remainder of this page left intentionally blank)
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System System Related Organizations

2012 2011 2012 2011
ASSETS
Current Assets
Cash and cash equivalents $ 182,041 $ 186,765 $ 43262 $ 53,922
Restricted cash and cash equivalents 150 151 1,952 2,027
Short-term investments 480,511 394,017 134,120 137,759
Accounts receivable, net 33,324 37,990 83 140
Receivable from U.S. Government 36,946 38,312 - -
Receivable from State of Nevada 2,206 2,939 - -
Pledges receivable, net - 225 11,149 6,358
Patient accounts receivable, net - - 6,113 5,557
Current portion of loans receivable, net 1,428 2,014 11 -
Inventories 6,868 5,948 - -
Deposits and deferred expenditures, current 11,615 9,222 504 1,318
Other 79 - 3,422 3,910
Total Current Assets 755,168 677,583 200,616 210,991
Noncurrent Assets
Cash held by State Treasurer 11,983 30,347 - -
Restricted cash and cash equivalents 12,007 32,711 661 1,375
Receivable from State of Nevada 4,657 3,472 - -
Restricted investments - - 32,245 30,897
Endowment investments 212,543 223,093 167,332 127,102
Deposits and deferred expenditures 4,843 7,557 127 -
Loans receivable, net 10,902 10,581 664 -
Capital assets, net 1,959,264 1,986,114 7,937 3,233
Pledges receivable, net 1,724 1,865 35,743 39,074
Other noncurrent assets 273 296 22,511 22,168
Total Noncurrent Assets 2,218,196 2,296,036 267,220 223,849
TOTAL ASSETS 2,973,364 2,973,619 467,836 434,840
LIABILITIES
Current Liabilities
Accounts payable 36,765 38,056 4,038 3,752
Accrued payroll and related liabilities 66,600 28,350 1,511 1,406
Unemployment insurance and workers compensation 7,336 4,719 - -
Current portion of compensated absences 30,710 31,402 - -
Current portion of long-term debt 19,875 19,829 539 492
Current portion of obligations under capital leases 579 1,208 - -
Accrued interest payable 11,675 11,995 - -
Deferred revenue 45,881 37,550 797 881
Funds held in trust for others 8,229 8,450 - -
Due to affiliates - - 5,083 6,874
Other 276 794 412 655
Total Current Liabilities 227,926 182,353 12,380 14,060
Noncurrent Liabilities
Refundable advances under federal loan programs 8,059 7,815 - -
Compensated absences 16,050 16,977 - -
Deferred revenue - - 2,067 2,121
Long-term debt 477,202 505,961 40 99
Obligations under capital leases 589 2,462 - 445
Due to State of Nevada - 4,925 - -
Other noncurrent liabilities 1,241 - 6,195 6,141
Total Noncurrent Liabilities 503,141 538,140 8,302 8,806
TOTAL LIABILITIES 731,067 720,493 20,682 22,866
NET ASSETS
Invested in capital assets, net of related debt 1,463,647 1,449,211 6,412 2,603
Restricted - Nonexpendable 84,695 85,288 240,461 220,589
Restricted - Expendable - Scholarships, research and instruction 128,314 140,640 161,103 160,159
Restricted - Expendable - Loans 7,643 8,009 - -
Restricted - Expendable - Capital projects 39,590 82,243 268 172
Restricted - Expendable - Debt service 20,560 14,304 - -
Restricted - Expendable - Other - - 1,197 415
Unrestricted 497,848 473,431 37,713 28,036

TOTAL NET ASSETS (AUDIT COMMITTEE 11/29/12) Ref._&_é_% of 30%2,253,126 $ 447,154 $ 411,974




System System Related Organizations

2012 2011 2012 2011
Operating Revenues
Student tuition and fees (net of scholarship
allowance of $115,276 and $91,504 ) $ 335,187 $ 328,805 $ - $ -
Federal grants and contracts 164,127 186,353 269 -
State grants and contracts 28,911 35,345 - -
Local grants and contracts 25,167 28,122 - -
Other grants and contracts 13,573 17,108 - -
Campus support 53 16 5,635 5,945
Sales and services of educational departments (including
$4,308 and $3,043 from System Related Organizations) 57,722 59,717 - -
Sales and services of auxiliary enterprises (net of
scholarship allowances of $5,083 and $5,464) 76,896 77,472 - -
Contributions - - 54,723 38,938
Patient revenue - - 51,198 49,787
Contract revenue - - 6,277 7,355
Special events and fundraising - - 1,890 1,599
Interest earned on loans receivable 217 196 - -
Other operating revenues 29,416 28,028 4,642 3,809
Total Operating Revenues 731,269 761,162 124,634 107,433
Operating Expenses
Employee compensation and benefits (858,871) (907,282) (28,510) (18,724)
Utilities (31,954) (34,203) 1) -
Supplies and services (304,425) (287,746) (4,620) (2,736)
Scholarships and fellowships (88,770) (101,044) (147) (134)
Program expenses, System Related Organizations - - (35,594) (34,542)
Depreciation (95,689) (92,557) (841) (878)
Other operating expenses (30) (52) (710) (10,789)
Total Operating Expenses (1,379,739) (1,422,884) (70,423) (67,803)
Operating Income (Loss) (648,470) (661,722) 54,211 39,630
Nonoperating Revenues (Expenses)
State appropriations 475,004 549,083 - -
Refund to State - (68) - -
Gifts (including $31,263 and $30,830 from
System Related Organizations) 31,533 34,999 - -
Investment income, net 16,973 88,117 7,652 40,394
Loss on disposal of capital assets (8,648) (1,626) (280) -
Interest expense (23,955) (24,352) 77 (34)
Payments to System campuses and divisions - - (51,932) (37,832)
Other nonoperating revenues (expenses) 991) 3,769 2,776 7
Federal grants and contracts 122,329 100,769 - -
Total Nonoperating Revenues (Expenses) 612,245 750,691 (41,707) 2,521
Income (Loss) before other revenue (expenses) (36,225) 88,969 12,504 42,151
Other Revenues (Expenses)
State appropriations restricted for capital purposes 7,711 (3,047) - -
Capital grants and gifts (including $13,803 and $3,060
from System Related Organizations) 17,196 13,441 - -
Additions to permanent endowments (including $79
and $181 from System Related Organizations) 489 3,140 11,362 13,950
Other Foundation revenues - - 11,314 -
Total Other Revenues (Expenses) 25,396 13,534 22,676 13,950
Increase (Decrease) in Net Assets (10,829) 102,503 35,180 56,101
NET ASSETS
Net assets - beginning of year 2,253,126 2,150,623 411,974 355,873
Net assets - end of year $2,242,297 $2,253,126 $ 447,154 $ 411,974
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Cash flows used in operating activities

Tuition and fees
Grants and contracts
Payments to suppliers
Payments for utilities
Payments for compensation and benefits
Payments for scholarships and fellowships
Loans issued to students and employees
Collection of loans to students and employees
Sales and services of auxiliary enterprises
Sales and services of educational departments
Other receipts

Cash flows used in operating activities

Cash flows from noncapital financing activities
State appropriations
State appropriations refunded
Gifts and grants for other than capital purposes
Gift for endowment purposes
Receipts under federal student loan programs
Disbursements under federal student loan programs
Other
Agency transactions
Federal grants and contracts
Cash flows from noncapital financing activities

Cash flows used in capital financing activities
Proceeds from capital debt
Other
Payments for debt issuance costs
Capital appropriations
Capital grants and gifts received
Purchases of capital assets
Proceeds from sale of property and equipment
Principal paid on capital debt and leases, including defeasance
Interest paid on capital debt and leases
Deposits for the acquisition of property and equipment
Cash flows used in capital financing activities

Cash flows from (used in) investing activities
Proceeds from sales and maturities of investments
Purchase of investments
Interest and dividends received on investments
Net increase in cash equivalents, noncurrent investments
Cash flows from (used in) investing activities

Net increase (decrease) in cash
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year
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2012 2011
$ 341,870 $ 327,576
244,687 281,842
(309,457) (301,823)
(31,861) (34,328)
(820,352) (903,809)
(89,011) (100,808)
(2,352) (1,847)
2,059 1,928
76,177 77,634
57,468 61,357
28,470 29,526
(502,302) (562,752)
474,786 549,684
; (324)
39,639 32,259
478 3,114
146,698 160,857
(148,214) (160,925)
1,075 (1,515)
(645) 1,328
122,091 101,629
635,908 686,107
86,877 36,764
; 5,680
(1,632) (250)
6,526 25,280
4,519 5,765
(69,100) (107,949)
179 1,144
(121,435) (24,548)
(26,091) (23,864)
7 69
(120,150) (81,909)
177,195 56,177
(248,476) (57,664)
12,536 8,314
1,496 866
(57,249) 7,693
(43,793) 49,139
249,974 200,835
$ 206,181 $ 249,974




Reconciliation of operating loss to cash flows used
Operating loss
Adjustments to reconcile operating loss to cash used in operating activities:
Supplies expense related to noncash gifts
Depreciation and amortization expense
Changes in assets and liabilities:
Accounts receivable, net
Loans receivable, net
Inventories
Deposits and deferred expenditures
Accounts payable
Accrued payroll and related liabilities
Unemployment and workers' compensation insurance liability
Deferred revenue
Refundable advances under federal loan program
Compensated absences
Other
Cash flows used in operating activities

Supplemental noncash activities information

Gain (loss) on disposal of capital assets

Capital assets acquired by gifts

Capital assets acquired by incurring capital lease obligations and accounts payable

Unrealized gain (loss) on investments
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012 2011
$ (648,470)  $ (661,722)
747 946
95,689 92,557
1,208 2,035
392 (154)
(917) 422
(2,650) (1,031)
5,016 (3,440)
37,669 483
1,993 549
8,708 3,651
176 676
(1,784) 2,276
(79) -
$(502,302) S (562,752)
$ (8737 $ 1,194
$ 12472 $ 401
$ 1,937 $ 2,446
$ (42431) $ 44,118




NOTE 1 - Organization:

The financial statements represent the combined financial statements of the various divisions and campuses of the Nevada System
of Higher Education (the “System” or “NSHE”) which include:

University of Nevada, Reno (“UNR”)

University of Nevada, Las Vegas (“UNLV”)
Nevada State College (“NSC”)

College of Southern Nevada (“CSN”)

Truckee Meadows Community College (“TMCC”)
Western Nevada College (“WNC”)

Great Basin College (“GBC”)

Desert Research Institute (“DRI”)

Nevada System of Higher Education Administration

The System is an entity of the State of Nevada (the “State”) and receives significant support from, and has significant assets held
by the State as set forth in the accompanying financial statements. The System is a component unit of the State of Nevada in
accordance with the provisions of the Governmental Accounting Standards Board (“GASB”) Statement No. 14, The Financial
Reporting Entity. The System Related Organizations’ columns in these financial statements are comprised of data from the System’s
discretely presented campus and athletic foundations and medical school practice plans (see Note 22). These System Related
Organizations are included as part of the System’s financial statements because of the nature and the significance of their financial
relationship with the System.

The System Related Organizations include campus foundations which are related tax-exempt organizations founded to foster and
promote the growth, progress, and general welfare of the System, and are reported in separate columns to emphasize that they are
Nevada not-for-profit organizations legally separate from the System. During the years ended June 30, 2012 and 2011 the foundations
distributed $51,932 and $37,832 respectively, to the System for both restricted and unrestricted purposes. Complete financial
statements for the foundations can be obtained from Vic Redding, Vice Chancellor for Finance at NSHE, 2601 Enterprise Rd., Reno,
NV 89512.

The System Related Organizations also include three legally separate non-profit organizations, together known as the medical
school practice plans. The practice plans include the University of Nevada School of Medicine Multispecialty Group Practice North,
Inc., University of Nevada School of Medicine Group Practice South, Inc., and Nevada Family Practice Residency Program, Inc. The
practice plans were established for the benefit of the University of Nevada School of Medicine and its faculty physicians who are
engaged in patient care activities. During the years ended June 30, 2012 and 2011 the practice plans distributed $3,773 and $2,976,
respectively, to the System for restricted purposes. Complete financial statements for the practice plans can be obtained from Vic
Redding, Vice Chancellor for Finance at NSHE, 2601 Enterprise Rd., Reno, NV 89512.

NOTE 2 — Summary of Significant Accounting Policies:

The significant accounting policies followed by the System are described below to enhance the usefulness of the financial
statements to the reader.

BASIS OF PRESENTATION

For financial statement reporting purposes, the System is considered a special purpose government engaged only in business-type
activities. The financial statements have been prepared in accordance with accounting principles generally accepted in the United
States of America as prescribed by the GASB, including Statement No. 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments, and Statement No. 35, Basic Financial Statements and Management’s
Discussion and Analysis of Public Colleges and Universities.

The financial statements required by Statement No. 35 are the Statements of Net Assets, the Statements of Revenues, Expenses
and Changes in Net Assets and the Statements of Cash Flows. Financial reporting requirements also include Management’s Discussion
and Analysis of the System’s financial position and results of operations.

BASIS OF ACCOUNTING
The financial statements have been prepared on the accrual basis of accounting whereby all revenues are recorded when earned

and all expenses are recorded when incurred. All significant transactions between various divisions and campuses of the System have
been eliminated. The System has the option to apply all Financial Accounting Standards Board (“FASB”) pronouncements issued after
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NOTE 2 — Summary of Significant Accounting Policies (continued):

November 30, 1989, unless FASB conflicts with GASB. The System has elected not to apply FASB pronouncements issued after the
applicable date. The financial statements are presented using the economic resources measurement focus.

CASH AND CASH EQUIVALENTS

All highly liquid investments with an original maturity of three months or less are considered to be cash equivalents. Cash held by
State Treasurer represents the funds from certain state appropriations, which were enacted to provide the System with the funds
necessary for the construction of major assets. Such amounts are controlled by the Nevada Public Works Board. These amounts are
included in cash and cash equivalents in the Statements of Cash Flows.

INVESTMENTS

Investments are stated at fair value. Fair value of investments is determined from quoted market prices, quotes obtained from
brokers or reference to other publicly available market information. Interests in private equity partnerships and commingled funds are
based upon the latest valuations provided by the general partners or fund managers of the respective partnerships and funds adjusted for
cash receipts, cash disbursements and securities distributions through June 30. The System believes the carrying amount of these
financial instruments is a reasonable estimate of fair value. Because the private equity partnerships and private commingled funds are
not readily marketable, their estimated value is subject to uncertainty and, therefore, may differ significantly from the value that would
have been used had a ready market for such investments existed. Investment transactions are recorded on the date the securities are
purchased or sold (trade-date). Realized gains or losses are recorded as the difference between the proceeds from the sale and the
average cost of the investment sold. Dividend income is recorded on the ex-dividend date and interest income is accrued as earned.

INVENTORIES

Inventories consist primarily of bookstore and agricultural inventories, and other items held for sale and are stated at lower of
estimated cost or market. Cost is calculated primarily on the first-in, first-out method.

PLEDGES

In accordance with GASB Statement No. 33, Accounting and Reporting for Non-Exchange Transactions, private donations are
recognized when all eligibility requirements are met, provided that the pledge is verifiable, the resources are measurable and collection
is probable. Pledges receivable are recorded at net present value using the appropriate discount rate. An allowance for uncollectible
pledges is estimated based on collection history and is netted against the gross pledges receivable.

CAPITAL ASSETS

Capital assets are defined as assets with an initial unit cost of $5 in the year ended June 30, 2012 and 2011 and an estimated useful
life in excess of one year. Such assets are stated at cost at the date of acquisition or fair market value at date of donation in the case of
gifts. The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend the assets’ lives are not
capitalized. Major outlays for capital assets and improvements are capitalized as projects are constructed. Capital assets acquired
through federal grants and contracts where the federal government retains a reversionary interest are capitalized and depreciated.
Interest in the amount of $845 and $472 was capitalized during the years ended June 30, 2012 and 2011, respectively. Depreciation is
computed on a straight-line basis over the following estimated useful lives:

Assets Years
Buildings and improvements 6 to 40
Land improvements 10to 15
Machinery and equipment 3to 18
Library books 5
Leasehold improvements shorter of useful life or lease term
Intangible assets 5to 10

Collections are capitalized at cost or fair value at the date of donation. The System’s collections are protected, preserved and held
for public exhibition, education or research and include art and rare book collections which are considered inexhaustible and are
therefore not depreciated.
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NOTE 2 — Summary of Significant Accounting Policies (continued):
DEFERRED REVENUE

Deferred revenue primarily includes amounts received from grant and contract sponsors that have not been earned under the terms
of the agreement and other revenue billed in advance of the event, such as student tuition and fees and fees for housing and dining
services, and advanced ticket sales for athletic and other events.

COMPENSATED ABSENCES

The System accrues annual leave for employees at rates based upon length of service and job classification and compensatory time
based upon job classification and hours worked. Such accrued expenses have been classified as a component of employee
compensation and benefits in the accompanying Statements of Revenues, Expenses and Changes in Net Assets.

FEDERAL REFUNDABLE LOANS

Certain loans to students are administered by the System campuses, with funding primarily supported by the federal government.
The System’s Statements of Net Assets include both the notes receivable and the related federal refundable loan liability representing
federal capital contributions owed upon termination of the program.

NET ASSETS
Net Assets are classified as follows:

Invested in capital assets, net of related debt: This represents the total investment in capital assets, net of outstanding debt
obligations related to those capital assets. To the extent debt has been incurred but not yet expended for capital assets, such
amounts are not included as a component of invested in capital assets, net of related debt.

Restricted net assets — nonexpendable: Nonexpendable restricted net assets consist of endowment and similar type funds in which
donors or other outside sources have stipulated, as a condition of the gift instrument, that the principal is to be maintained
inviolate and in perpetuity, and invested for the purposes of producing present and future income, which may either be expended
or added to principal.

Restricted net assets — expendable: Restricted expendable net assets include resources which must be expended in accordance
with restrictions imposed by external third parties.

Unrestricted net assets: Unrestricted net assets represent resources that are not subject to externally imposed restrictions. These
resources are used for transactions relating to educational and general operations and may be used to meet current expenses for
any purpose.

When an expense is incurred that can be paid using either restricted or unrestricted resources, restricted resources are applied first.
RELATED PARTY TRANSACTIONS

UNLV Singapore, Limited (UNLVS) is a public company limited by guaranty, incorporated in the Republic of Singapore.
UNLVS is a registered charity under the Singapore Charities Act that is organized to provide educational programs in the Republic of
Singapore. UNLVS delivers undergraduate and graduate hospitality degree programs under agreement with the UNLV main campus
as well as other workforce training and certificate programs under contract with Singapore governmental agencies. UNLV Singapore,
Limited is not a component unit of NSHE, however, certain expenses (primarily salary and fringe benefits for several employees and
instructors) are incurred by UNLV and reimbursed by UNLVS. For the year ended June 30, 2012 and June 30, 2011, expenses
reimbursed to UNLV by UNLVS were approximately $1,364 and $366, respectively of which $0 and $16 was receivable at June 30,
2012 and 2011, respectively.

OPERATING AND NONOPERATING REVENUES AND EXPENSES
SYSTEM
Revenues and expenses are classified as operating if they result from providing services and producing and delivering goods.

They also include other events that are not defined as capital and related financing, noncapital financing, or investing activities. Grants
and contracts representing an exchange transaction are considered operating revenues.
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NOTE 2 — Summary of Significant Accounting Policies (continued):

Revenues and expenses are classified as nonoperating if they result from capital and related financing, noncapital financing,
or investing activities. Appropriations received to finance operating deficits are classified as noncapital financing activities, therefore,
they are reported as nonoperating revenues. Grants and contracts representing nonexchange receipts are treated as nonoperating
revenues.

Functional classification of expenses is determined when an account is established and is assigned based on the functional
definitions by the National Association of College and Business Officers’ Financial Accounting and Reporting Manual.

PRACTICE PLANS

Net patient service revenue is reported when services are provided to patients at the estimated net realizable amounts from
patients, third-party payors including Medicare and Medicaid, and others for services rendered, including estimated retroactive audit
adjustments under reimbursement agreements with third-party payors. Retroactive adjustments are accrued on an estimated basis in the
period the related services are rendered and adjusted in future periods as final settlements are determined. Contractual adjustments are
recorded as deductions from professional fee revenue to arrive at net professional revenues. Contractual adjustments include
differences between established billing rates and amounts reimbursable under various contractual agreements. Normal differences
between final reimbursements and estimated amounts accrued in previous years are recorded as adjustments of the current year’s
contractual and bad debt adjustments. Substantially all of the operating expenses are directly or indirectly related to patient care.

FOUNDATIONS

Donations, gifts and pledges are recognized as income when all eligibility requirements are met, provided that the promise to give
is verifiable, the resources are measurable and collection is probable.

SCHOLARSHIP ALLOWANCES

Student tuition and fee revenues, and certain other revenues from students, are reported net of scholarship allowances in the
Statements of Revenues, Expenses and Changes in Net Assets. Scholarship allowances are the difference between the stated charge for
goods and services provided by the institutions, and the amount that is paid by students and/or third parties making payments on the
students’ behalf. Payments of financial aid made directly to students are classified as scholarships and fellowships expenses.

GRANTS-IN-AID

Student tuition and fees revenue include grants-in-aid charged to scholarships and fellowships and grants-in-aid for faculty and
staff benefits charged to the appropriate expenditure programs to which the applicable personnel relate. Grants-in-aid for fiscal years
2012 and 2011 were $8,448 and $8,973, respectively.
TAX EXEMPTION

The System and its discretely presented System Related Organizations are qualified tax-exempt organizations under the provisions
of Section 501(c) (3) of the Internal Revenue Code and are exempt from federal and state income taxes on related income.

USE OF ESTIMATES

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

COMPARATIVE INFORMATION

Certain reclassifications have been made to the 2011 financial information in order to conform to 2012 presentation. The
reclassifications are neither significant nor material to the 2011 financial information.
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NOTE 2 — Summary of Significant Accounting Policies (continued):
NEW ACCOUNTING PRONOUNCEMENTS

In November 2010, the GASB issued Statement No. 60, Accounting and Financial Reporting for Service Concession
Arrangements (GASB 60), which improves financial reporting by addressing issues related to service concession arrangements, which
are a type of public-private or public-public partnership. GASB 60 is effective for fiscal years beginning after December 15, 2011.
The anticipated impact of this pronouncement is uncertain at this time.

In November 2010, the GASB issued Statement No. 61, The Financial Reporting Entity: Omnibus-an amendment of GASB
Statements No. 14 and No. 34 (GASB 61), which improves reporting for a governmental financial reporting entity. This statement
supersedes GASB Statement No. 14, The Financial Reporting Entity, as well as GASB Statement No. 34, Basic Financial Statements-
and Management’s Discussion and Analysis-for State and Local Governments. GASB 61 is effective for fiscal years beginning after
June 15,2012. The anticipated impact of this pronouncement is uncertain at this time.

In December 2010, the GASB issued Statement No. 62, Codification of Accounting and Financial Reporting Guidance Contained
in Pre-November 30, 1989 FASB and AICPA Pronouncements (GASB 62), which incorporates into GASB’s authoritative literature
certain accounting and financial reporting guidance included in the pronouncements of the FASB and American Institute of Certified
Public Accountants (AICPA). This statement also supersedes GASB Statement No. 20, Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting, eliminating the election to apply post-
November 30, 1989 FASB pronouncements that do not conflict with or contradict GASB pronouncements. GASB 62 is effective
retroactively for all periods presented for periods beginning after December 15, 2011. The anticipated impact of this pronouncement is
uncertain at this time.

In June 2011, the GASB issued Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position (GASB 63), which provides financial reporting guidance for deferred outflows of resources and deferred
inflows of resources. This statement amends the net asset reporting requirement in GASB Statement No. 34, Basic Financial
Statements-and Management’s Discussion and Analysis-for State and Local Governments, and other pronouncements by incorporating
deferred outflows of resources and deferred inflows of resources into the definitions of the required components of the residual measure
and by renaming that measure as net position, rather than net assets. GASB 63 is effective for financial statements for periods
beginning after December 15, 2011. The anticipated impact of this pronouncement is uncertain at this time.

In March 2012, the GASB issued Statement No. 65, Items Previously Reported as Assets and Liabilities (GASB 65), which
establishes accounting and financial reporting standards that reclassify, as deferred outflows of resources or deferred inflows of
resources, certain items that were previously reported as assets and liabilities and recognizes, as outflows of resources or inflows of
resources, certain items that were previously reported as assets and liabilities. GASB 65 is effective for financial statements for periods
beginning after December 15, 2012. The anticipated impact of this pronouncement is uncertain at this time.

In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for Pensions (GASB 68), which improves
accounting and financial reporting by state and local governments for pensions. This statement also supersedes GASB Statement No.
27, Accounting for Pensions by State and Local Governmental Employers, as well as GASB Statement No. 50, Pension Disclosures.
GASB 68 is effective for fiscal years beginning after December 15, 2014. The anticipated impact of this pronouncement is uncertain at
this time.

NOTE 3 - System Cash and Cash Equivalents:

Cash and cash equivalents of the System are stated at cost, which approximates market, and consists of deposits in money market
funds, which are not federally insured, and cash in the bank. At June 30, 2012 and 2011 the System’s deposits in money market funds
totaled $186,277 and $172,313, respectively, and cash in bank was $18,409 and $15,551, respectively. Of these balances, $250 each
year, are covered by the Federal Depository Insurance Corporation (“FDIC”), the remaining deposits are uncollateralized and
uninsured. Restricted cash represents the unexpended bond proceeds held for construction of major assets.

NOTE 4 — System Investments:
Board of Regents policies include the Statement of Investment Objectives and Policies for the Endowment and Operating funds of
the System. This policy governs the investment management of both funds. The Board of Regents is responsible for establishing the

investment policies; accordingly, the Board of Regents has promulgated these guidelines in which they have established permitted asset
classes and ranges.
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NOTE 4 — System Investments (continued):

Investments are stated at fair value. The historical cost and market value (fair value) of System investments at June 30, 2012 and
2011 is as follows:

2012 2011
Cost Market Value Cost Market Value
Mutual funds publicly traded $457,036 $487,181 $261,345 $279,452
Partnerships 55,481 96,187 94,578 171,493
Equities 4,448 5,454 3,868 4,849
Endowment cash and cash equivalents 1,718 1,718 2,031 2,031
Trust(s) 4,553 5,563 4,583 5,880
Private commingled funds 85,875 96.951 124,330 153.405
$609.111 $693,054 $490,735 $617.110

As of June 30, 2012, the System had entered into various investment agreements with private equity partnerships and private
commingled funds. Under the terms of certain of these investment agreements, the System is obligated to make additional investments
in these partnerships of $13,702. Generally, partnership investments do not have a ready market and ownership interests in some of
these investment vehicles may not be traded without the approval of the general partner or fund management. These investments are
subject to the risks generally associated with equities with additional risks due to leverage and the lack of a ready market for acquisition
or disposition of ownership interests.

Due to the level of risk associated with certain investment securities, it is at least reasonably possible that changes in the values of
investment securities will occur in the near term and such changes could materially affect the amounts reported in the combined
statement of net assets.

Credit risk and interest rate risk

Certain securities with fixed income are subject to credit risk which is the risk that an issuer of an investment will not fulfill its
obligations. Other securities, including obligations of the U.S. government or those explicitly guaranteed by the U.S. government, are not
considered to have credit risk. Credit quality is an assessment of the issuer’s ability to pay interest on the investment, and ultimately, to pay
the principal. Credit quality is evaluated by one of the independent rating agencies, for example Moody’s Investors Service or Standard and
Poor’s. For the types of investments that are subject to rating, the System’s policy for reducing its exposure to credit risk is to maintain a
weighted average credit rating of AA or better, and never below A, for investments with credit risk within both the endowment and operating
investment pools. With regard to the trusts included in endowment investments, the System is not the trustee of these investments and,
therefore, it currently has no policies with regard to credit risk for these investments.

The credit risk profile for the System’s operating and endowment investments at June 30, 2012 is as follows:

Fair Value Not Rated

Mutual funds publicly traded $487,181 $487,181
Partnerships 96,187 96,187
Equities 5,454 5,454
Endowment cash and cash equivalents 1,718 1,718
Trust(s) 5,563 5,563
Private commingled funds 96.951 96.951
$693,054 $693,054

Interest rate risk is the risk that the value of fixed income securities will decline because of changing interest rates. The prices of fixed
income securities with a shorter duration to maturity tend to be more sensitive to changes in interest rates, and, therefore, more volatile than
those with longer investment lives. The System’s policy for reducing its exposure to interest rate risk is to have an average investment life of
at least two years for fixed income securities within both the endowment and operating investment pools. With regard to the trusts included
in endowment investments, the System is not the trustee of these investments and, therefore, it currently has no policies with regard to
interest rate risk for these investments.

Investments included in the above table have been identified as having interest rate risk and are principally invested in mutual funds and
private commingled funds. The segmented time distribution for these investments at June 30, 2012 is as follows:
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NOTE 4 — System Investments (continued):

Less than 1 year $209,617
1 to 5 years 150,324
5 to 10 years 18,986

More than 10 years -
$378.927

Custodial credit risk

Custodial credit risk is the risk that in the event of a failure of the custodian, the System may not be able to recover the value of the
investments held by the custodian as these investments are uninsured. This risk typically occurs in repurchase agreements where one
transfers cash to a broker-dealer in exchange for securities, but the securities are held by a separate trustee in the name of the broker-dealer.
The System does not have a specific policy with regard to custodial credit risk.

Concentration of credit risk

Concentration of credit risk is the risk of loss attributed to the magnitude of the System’s investments within any one issuer. For the
fixed portion of the endowment pool, the System’s policy for reducing its exposure to concentration of credit risk is to limit the investments
within any one issuer to a maximum of 5% of the fixed income portfolio, provided that issues of the U.S. Government or agencies of the U.S.
Government may be held without limitation and provided further that issues of agencies of the U.S. Government shall be limited to the extent
set forth in the manager-specific guidelines. The System does not have a specific policy with regard to the operating pool or the remainder of
the endowment pool. At June 30, 2012 there were no investments within any one issuer in an amount that would constitute a concentration
of credit risk to the System.

Foreign currency risk

Foreign currency risk is the risk of investments losing value due to fluctuations in foreign exchange rates. The System does not directly
invest in foreign currency investments and is therefore not subject to foreign currency risk. However, the System has $126,490 and $91,599
in mutual funds in both the operating and endowment pools that are primarily invested in international equities at June 30, 2012 and 2011,
respectively.

NOTE 5 — System Endowment Pool:

Approximately $206,980 and $217,212 of endowment fund investments at June 30, 2012 and 2011, respectively, are pooled on a
unit market value basis. As of June 30, 2012, the endowment pool was comprised of investments in mutual funds (49%), partnerships
(41%), private commingled (7%) and stocks (3%). As of June 30, 2011, the endowment pool was comprised of investments in mutual
funds (38%), partnerships (43%), private commingled (16%) and stocks (3%). Each individual endowment fund acquires or disposes
of units on the basis of the market value per unit on the preceding quarterly valuation date. The unit market value at June 30, 2012 and
2011 was $553.13 and $553.11, respectively. The System follows the requirements of the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) with respect to prudent investing and spending of donor-restricted endowments.

The System utilizes a spending rule for its pooled endowments, which determines the endowment income to be distributed
currently for spending. For the years ended June 30, 2012 and 2011, the endowment spending policy, as approved by the Board of
Regents, authorized a distribution of 4.5% of the average unit market value for the previous twenty (20) calendar quarters. Under the
provisions of this spending rule, during 2012, $21.67 was distributed to each time-weighted eligible unit for a total spending rule
distribution of $10,293 and, during 2011, $21.22 was distributed to each time-weighted unit for a total spending rule distribution of
$10,411. The 2012 and 2011 distributions were made from investment income of $3,852 and $4,195, respectively, and $6,441 and
$6,216, respectively from cumulative gains of pooled investments.

The System’s policy is to retain the endowment’s realized and unrealized appreciation with the endowment after the annual
income distribution has been made. Such realized and unrealized appreciation retained in endowment investments was $128,443 and
$117,958 at June 30, 2012 and 2011, respectively, is reflected within the restricted expendable for scholarships, research and
instruction net asset category and is available to meet future spending needs subject to the approval of the Board of Regents.

Effective July 1, 2009 the Board of Regents has suspended distribution on all underwater accounts. At June 30, 2012, 19 of 585
accounts were underwater.

NOTE 6 — System Accounts Receivable:
System accounts receivable consist primarily of amounts due from students for tuition and fees and from local and private sources

for grant and contract agreements. System accounts receivable are presented on the accompanying Statements of Net Assets net of
allowances for uncollectible amounts of $19,282 and $14,844 as of June 30, 2012 and 2011, respectively.
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NOTE 6 — System Accounts Receivable (continued):

Accounts receivable:
Student tuition and fees
Sales and services

Local and private grants and contracts

Other

Less: Allowance for doubtful accounts

Net accounts receivable

NOTE 7 — System Loans Receivable:

Loans receivable from students bear interest primarily between 3% and 15% per annum and are generally repayable in
installments to the various campuses over a five to ten year period commencing nine months from the date of separation from the
institution. Student loans made through the Federal Perkins Loan Program comprise substantially all of the loans receivable at June 30,
2012 and 2011. A provision for possible uncollectible amounts is recorded on the basis of the various institutions’ estimated future
losses for such items. The loans receivable and corresponding allowance for uncollectible loan balances as of June 30, 2012 and 2011

are as follows:

Loans receivable

Less: Allowance for doubtful loans
Net loans receivable
Less current portion

Noncurrent loans receivable

NOTE 8 — System Capital Assets:

2012
$27,167
7,805
11,842
5.792
52,606
(19.282)
$33.324

2012

$13,454
(1.124)
12,330
(1.428)

$10,902

System capital asset activity for the years ended June 30, 2012 and 2011 is as follows:

Capital assets not being depreciated:
Construction in progress
Land
Intangibles
Collections

Total capital assets not being depreciated

Capital assets being depreciated:
Buildings
Land improvements
Machinery and equipment
Intangibles
Library books and media
Total

Less accumulated depreciation for:
Buildings
Land improvements
Machinery and equipment
Intangibles
Library books and media
Total accumulated depreciation

Total capital assets being depreciated, net

Capital assets, net

2012
Beginning
Balance Increases
$ 75776 $ 40,211
82,627 -
808 -
11,304 320
170,515 40,531
2,241,786 105,147
112,728 1,254
324,583 24,498
36,839 2,748
121,369 3,336
2,837,305 136,983
(599,436) (56,757)
(81,760) (3,944)
(223,362) (25,900)
(7,254) (4,022)
(109,894) (5.066)
(1,021,706) (95.689)
1,815,599 41,294
$1,986,114 $81,825
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$21,034
6,175
10,300
15.325
52,834

(14.844)
$37,990

2011

$13,892

(1.297)
12,595

(2.014)
$10,581

Decreases
$ (89,078)

(309)
(89.387)
(25,818)
(15,277)
(4.831)
(45.926)
8,260
13,842

4.536
26,638

(19.288)
$(108,675)

Ending
Balance

$ 26,909
82,627
808

11,315

121,659

2,321,115
113,982
333,804

39,587
119.874
2,928,362

(647,933)
(85,704)
(235,420)
(11,276)
(110.424)
(1.090.757)

1.837.605

$1,959,264



NOTE 8 — System Capital Assets (continued):

2011
Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
Construction in progress $ 117,996 $ 66,827 $(109,047) $ 75,776
Land 81,682 961 (16) 82,627
Intangibles 808 - - 808
Collections 11,369 80 (145) 11,304
Total capital assets not being depreciated 211.855 67.868 (109.208) 170,515
Capital assets being depreciated:
Buildings 2,155,067 87,549 (830) 2,241,786
Land improvements 104,457 8,816 (545) 112,728
Machinery and equipment 313,523 26,263 (15,203) 324,583
Intangibles 11,630 25,209 - 36,839
Library books and media 117.541 4.662 (834) 121,369
Total 2,702,218 152.499 (17.412) 2.837.305
Less accumulated depreciation for:
Buildings (545,559) (54,442) 565 (599,436)
Land improvements (77,995) (3,876) 111 (81,760)
Machinery and equipment (210,491) (26,300) 13,429 (223,362)
Intangibles (5,155) (2,099) - (7,254)
Library books and media (104.881) (5.840) 827 (109.894)
Total accumulated depreciation (944.081) (92.557) 14,932 (1,021.706)
Total capital assets being depreciated, net 1.758.137 59.942 (2.480) 1.815.599
Capital assets, net $1,969,992 $127,810 $(111,688) $1,986,114

NOTE 9 - System Long-Term Debt:

The long-term debt of the System consists of revenue bonds payable, certificates of participation, capital lease obligations, notes
payable and other minor obligations.

The Board of Regents issues revenue bonds to provide funds for the construction and renovation of major capital facilities. In
addition, revenue bonds have been issued to refund other revenue bonds. In general, the long-term debt is issued to fund projects that

would not be funded through State appropriations, such as dormitories, dining halls and parking garages.

(Remainder of this page left intentionally blank)
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NOTE 9 — System Long-Term Debt (continued):

System long-term debt activity for the years ended June 30, 2012 and 2011 is as follows:

2012
Fiscal Year Final Original Beginning Ending
Annual Interest Rate Payment Date Amount Balance Additions Reductions Balance Current
Universities Revenue Bonds, Series 1998 4.00% to 5.25% 2012 $ 7,300 $ 2,440 $ - $  (2,440) $ - $ -
Shadow Lane — Dental School Bond, Series 2001 4.25% t0 5.25% 2012 19,200 450 - (450) - -
Universities Revenue Bonds, Series 2002A 3.87% to 5.40% 2028 31,000 24,885 (7,300) 17,585 840
Universities Revenue Bonds, Series 2002B 4.75% to 5.00% 2012 10,905 10,905 (10,905) - -
Taxable University Revenue Bonds, Series 2002C 4.00% to 5.50% 2013 8,150 5,830 (5,380) 450 450
Universities Revenue Bonds, Series 2003A 2.00% to 5.00% 2017 23,140 8,920 (1,885) 7,035 1,975
Universities Revenue Bonds, Series 2003B 2.00% to 5.00% 2034 50,890 45,820 (30,240) 15,580 1,215
Universities Revenue Bonds, Series 2004A 2.00% to 4.50% 2034 32,450 24,370 (1,450) 22,920 1,495
Universities Revenue Bonds, Series 2004B 3.00% to 4.75% 2035 10,000 4,340 (235) 4,105 240
Universities Revenue Bonds, Series 2005A 3.00% to 5.00% 2036 31,010 30,555 (375) 30,180 490
Universities Revenue Bonds, Series 2005B 3.25% to 5.00% 2036 170,360 163,205 (3,705) 159,500 3,900
Universities Revenue Bonds, Series 2008A 3.00% to 5.00% 2039 60,135 57,940 (1,075) 56,865 1,110
Universities Revenue Bonds, Series 2009A 2.00% to 5.25% 2039 18,140 17,585 (565) 17,020 575
Universities Revenue Bonds, Series 2010A 2.00% to 7.90% 2041 29,455 29,455 - 29,455 595
Universities Revenue Bonds, Series 2010B 4.00% 2018 3,275 3,275 - 3275 -
Universities Revenue Bonds, Series 2011 3.00% to 5.00% 2025 50,470 - - 50,470 4,225
Universities Revenue Bonds, Series 2012A 2.00% to 5.00% 2033 27,375 - - 27,375 -
Universities Revenue Bonds, Series 2012B 2.00% to 2.75% 2023 5,010 - - 5,010 -
Certificates of Participation, Series 2006A 4.00% to 5.00% 2026 11,015 11,015 (545) 10,470 570
SNSC Phase II Lease Revenue Bonds 7.58% 2023 8,460 6,505 (350) 6,155 380
Prepaid Interest in Advance of Refunding (1,205) 960 (2,868) (227)
Discounts Reclassification - 141 (2,145) (123)
Premiums 10,414 (1,655) 15,281 986
Total Bonds Payable 456,704 (67,454) 473,718 18,696
Notes Payable 69,086 (45.727) 23,359 1,179
Total $525,790 $(113,181) $497,077 $19.875
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NOTE 9 - System Long-Term Debt (continued):

System notes payable activity is as follows:

Bank of America N. A. Commercial Markets, UNLV
— T&M Chiller and Refunding

Sun Trust Banks, Inc., UNLV — Refunding
Bank of America, UNR Medical Learning Lab
Other notes payable

2012
Final Original Outstanding
Interest Rate Date Issued Payment Date Amount Balance
3.7249% 12/20/06 10/26/11 $21,376 $ -
3.93% 12/20/06 07/01/26 16,713 8,353
6.12% 10/29/09 7/1/16 9,812 9,290
1.07% - 6.30% Various Various Various 5,716
$23.359
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NOTE 9 - System Long-Term Debt (continued):

Universities Revenue Bonds, Series 1995
Universities Revenue Bonds, Series 1998
Universities Revenue Bonds, Series April 2000
Universities Revenue Bonds, Series December 2000
Shadow Lane — Dental School Bond, Series 2001
Universities Revenue Bonds, Series 2002A
Universities Revenue Bonds, Series 2002B
Taxable University Revenue Bonds, Series 2002C
Universities Revenue Bonds, Series 2003A
Universities Revenue Bonds, Series 2003B
Universities Revenue Bonds, Series 2004A
Universities Revenue Bonds, Series 2004B
Universities Revenue Bonds, Series 2005A
Universities Revenue Bonds, Series 2005B
Universities Revenue Bonds, Series 2008A
Universities Revenue Bonds, Series 2009A
Certificates of Participation, Series 2006A
Certificates of Participation, Series 2006B
Universities Revenue Bonds, Series 2010A
Universities Revenue Bonds, Series 2010B
SNSC Phase II Lease Revenue Bonds
Prepaid Interest in Advance of Refunding
Premiums

Total Bonds Payable
Notes Payable

Total
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2011
Fiscal Year Final Original Beginning Ending
Annual Interest Rate Payment Date Amount Balance Additions Reductions Balance Current
3.90% to 5.25% 2011 $ 1,400 $ 130 $ - $  (130) $ - $ -
4.00% to 5.25% 2014 7,300 3,180 - (740) 2,440 775
5.00% to 5.88% 2011 14,605 355 - (355) - -
5.00% to 5.38% 2011 27,385 1,310 - (1,310) - -
4.25% t0 5.25% 2012 19,200 880 - (430) 450 450
3.87% to 5.40% 2032 31,000 25,655 - (770) 24,885 805
4.75% to 5.00% 2033 10,905 10,905 - - 10,905 -
4.00% to 5.50% 2023 8,150 6,240 - (410) 5,830 425
2.00% to 5.00% 2017 23,140 10,710 - (1,790) 8,920 1,885
2.00% to 5.00% 2034 50,890 46,970 - (1,150) 45,820 1,180
2.00% to 4.50% 2034 32,450 25,790 - (1,420) 24,370 1,450
3.00% to 4.75% 2035 10,000 4,565 - (225) 4,340 235
3.00% to 5.00% 2036 31,010 30,830 - (275) 30,555 375
3.25% to 5.00% 2036 170,360 166,080 - (2,875) 163,205 3,705
3.00% to 5.00% 2039 60,135 58,970 - (1,030) 57,940 1,075
2.00% to 5.25% 2039 18,140 18,140 - (555) 17,585 565
4.00% to 5.00% 2026 11,015 11,015 - - 11,015 547
4.81% to 4.98% 2011 1,925 515 - (515) - -
2.00% to 7.90% 2041 29,455 - 29,455 - 29,455 -
4.00% 2018 3,275 - 3275 - 3275 -
7.58% 2023 8,460 6,835 - (330) 6,505 350
(1,307) - 102 (1,205) (102)
10,735 155 (476) 10,414 479
438,503 32,885 (14,684) 456,704 14,199
71,084 4,010 (6,008) 69,086 5,630
$509,587 $36,895 $(20,692)  $525,790 $19,829



NOTE 9 — System Long-Term Debt (continued):

System notes payable activity is as follows:

Bank of America N. A. Commercial Markets, UNLV
— T&M Chiller and Refunding

Sun Trust Banks, Inc., UNLV — Refunding
Bank of America, UNR Medical Learning Lab
Other notes payable

2011
Final Original Outstanding
Interest Rate Date Issued Payment Date Amount Balance
3.7249% 12/20/06 06/01/21 $21,376 $18,692
3.93% 12/20/06 07/01/26 16,713 15,659
6.12% 10/29/09 7/1/16 9,812 9,657
1.07% - 6.30% Various Various Various 25.078
$69.086
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NOTE 9 — System Long-Term Debt (continued):

The revenue bonds are collateralized by tuition and fees, auxiliary enterprises revenues and certain other revenues as defined in the bond
indentures. The Certificates of Participation are secured by any and all available revenues as defined in the bond indentures. There are a
number of limitations and restrictions contained in the various bond indentures. The most restrictive covenants of the various bond
indentures require the various divisions and campuses of the System to maintain minimum levels of revenues, as defined in the indentures.
The system is in compliance with all covenants.

Scheduled maturities of long-term debt for the years ending June 30 are as follows:

Principal Interest Total
2013 $ 19,875 $ 23,089 $ 42,964
2014 21,753 22,336 44,089
2015 21,605 21,445 43,050
2016 21,247 20,566 41,813
2017 28,929 19,409 48,338
2018-2022 102,503 81,274 183,777
2023-2027 93,325 58,584 151,909
2028-2032 92,392 36,115 128,507
2033-2037 79,096 13,079 92,175
2038-2042 16,352 1,641 17,993
Total $497,077 $297,538 $794,615

The Due to State at June 30, 2011 represents the balance of a State General Obligation Bond on behalf of TMCC. This balance was paid
in full during the year ended 2012.

NOTE 10 — System Obligations Under Capital Leases:

The System has entered into various non-cancellable lease agreements of land, buildings and improvements, and machinery and
equipment expiring at various dates from fiscal year 2012 to 2016.

System obligations under capital leases were as follows for the year ended June 30, 2012 and 2011:

012
Beginning Ending
Balance Additions Reductions Balance Current
Capital lease obligations $3,670 106 $(2,608) 1,168 $579
011
Beginning Ending
Balance Additions Reductions Balance Current
Capital lease obligations $7.462 $24 $(3.816) $3,670 $1,208

The following System property included in the accompanying financial statements was leased under capital leases as of June 30, 2012
and 2011:

2012 2011
Buildings and improvements $5,871 $10,528
Machinery and equipment 4257 5,722
Total 10,128 16,250
Less accumulated depreciation (7.734) (9.249)
Total 2,394 7,001
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NOTE 10 - System Obligations Under Capital Leases (continued):

Future net minimum rental payments, which are required under the System leases for the years ending June 30, are as follows:

2013 $ 628
2014 266
2015 234
2016 128
2017 -
Total minimum lease payments 1,256
Less amount representing interest (88)
Obligations under capital leases 1,168

Total interest expense under the System capital leases and included in the accompanying financial statements was $78 and $131 during
the years ended June 30, 2012 and 2011, respectively. Depreciation of the capital lease assets is included in depreciation expense of the
Statements of Revenues, Expenses and Changes in Net Assets.

NOTE 11- Operating Leases:
The System has entered into various noncancellable operating lease agreements covering certain buildings and equipment. The lease
terms range from one to ten years. The expense for operating leases was $6,340 and $6,090 for years ended June 30, 2012 and 2011,

respectively.

Future minimum lease payments on noncancellable operating leases for the years ending June 30, are as follows:

2013 $ 4,281
2014 3,735
2015 2,075
2016 2,045
2017 2,350
2018-2022 2,508

Total future minimum obligation
NOTE 12- Unemployment Insurance and Workers Compensation:

The System is self-insured for unemployment insurance and workers compensation. These risks are subject to various claim and
aggregate limits, with excess liability coverage provided by an independent insurer. Liabilities are recorded when it is probable a loss has
occurred and the amount of the loss can be reasonably estimated. These losses include an estimate for claims that have been incurred, but not
reported. The estimated liabilities are based upon an independent actuarial determination of the present value of the anticipated future
payments.

Changes in unemployment and workers compensation for the years ended June 30, 2012 and 2011 are as follows:

2012
Beginning Ending
Balance Additions Reductions Balance
Unemployment insurance $1,700 $4819 $(2,188) $4.331
Workers compensation 3.019 6,295 (6,309) 3.005
Total $4.719 $11,114 $(8.497) $7.336
2011
Beginning Ending
Balance Additions Reductions Balance
Unemployment insurance $1,055 $2,719 $(2,074) $1,700
Workers compensation 3,068 6.444 (6.493) 3,019
Total $4.123 $9.163 $(8,567) $4.719
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The activity with respect to System other noncurrent liabilities for the years ended June 30, 2012 and 2011 was as follows:

NOTE 13- System Other Noncurrent Liability Activity:

2012
Beginning Ending
Balance Additions Reductions Balance Current
Refundable advances under
federal loans program $ 7,815 $§ 532 $ (288) $ 8,059 $ -
Compensated absences 48,379 28,085 (29,704) 46,760 30,710
Deferred revenue 37,550 45,753 (37,422) 45,881 45,881
Other non-current liabilities -
Due to State 5,360 - (5,360) - -
Other - 1,241 - 1,241 -
Total $99.104 75,611 $(72,774) $101,941 $76,591
2011
Beginning Ending
Balance Additions Reductions Balance Current
Refundable advances under
federal loans program $ 7,074 $ 1,047 $  (306) $ 7815 $ -
Compensated absences 46,041 31,056 (28,718) 48,379 31,402
Deferred revenue 33,978 37,395 (33,823) 37,550 37,550
Other non-current liabilities -
Due to State 5.775 - (415) 5.360 435
Total 92,868 $69,498 $(63.262) 99,104 $69,387

NOTE 14- Extinguishment of Debt:

During 2012, $44,920 of debt was considered to be extinguished through refunding of prior issues by a portion of the current issues. In
prior years, NSHE defeased revenue bonds by placing the proceeds of new bonds in an irrevocable escrow account to provide for all future
debt service payments on the old bonds. Accordingly, the escrow account assets and the liability for the defeased bonds are not included in
NSHE's financial statements. At June 30, 2012 and 2011, $49,920 and $20,725, respectively of bonds outstanding are considered defeased.

NOTE 15- Irrevocable Letter of Credit:

In connection with its worker’s compensation liability coverage, the System is required to maintain a $325 standby letter of credit. An
additional letter of credit was established in April 2004 in connection with the System’s self-insured workers’ compensation liability; the
amount as of June 30, 2012 was $1,677. A letter of credit was established in July 2003 in connection with the DRI Lease Revenue Bond in
the amount of $2,100. No advances were made under the letters of credit during the years ended June 30, 2012 and 2011.

NOTE 16— System Pension Plans:

Substantially all permanent employees of the System are covered by retirement plans. Classified employees are covered by the State of
Nevada Public Employees Retirement System (“PERS”), a cost-sharing multiple-employer public employee retirement system. Professional
employees are covered under PERS or up to three Alternative Retirement Plans.

All permanent System classified employees are mandated by State law to participate in PERS. PERS is a defined benefit plan.
Employees who retire with 5 or more years of service at age 65, 10 or more years of service at age 60 or with 30 years or more of service at
any age are entitled to a retirement benefit, payable monthly for life, equal to 2.67% of the employee’s average compensation for each year of
service up to 30 years, with a maximum of 75%. An employee’s average compensation is the average of the employee’s highest
compensation for 36 consecutive months. A diminished benefit is provided to all eligible employees upon early retirement, if such
employees have achieved the years of service required for regular retirement. PERS also provides death and disability benefits. Benefits for
employees hired after January 1, 2010 have a slightly reduced benefit structure. Benefits are established by State statute.

The authority for establishing and amending the obligation to make contributions is provided by statute. Contribution rates are also
established by statute. Active employees contribute to PERS at a rate of either 11.25% or 0% of annual covered wages depending on the
contribution option selected. The System is required to contribute to PERS at a rate of either 11.25% or 21.5% of annual covered wages,
depending on the option selected by the employee. The System is not liable for any unfunded liabilities of PERS.
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NOTE 16- System Pension Plans (continued):

PERS issues a comprehensive annual financial report that includes financial statements and required supplementary information. The
report may be obtained by writing to PERS at 693 W. Nye Lane, Carson City, NV 89703-1599.

In addition to PERS, certain exempt employees have the option of participating in various retirement plans provided through the
Teachers Insurance and Annuity Association and the College Retirement Equities Fund, the American Century Family of Funds, VALIC, and
Fidelity Investments. Under these defined contribution plans, the System and participants make annual contributions to purchase individual,
fixed or variable annuities equivalent to retirement benefits earned or to participate in a variety of mutual funds.

System employees may elect to participate in voluntary tax sheltered annuity and deferred compensation programs subject to maximum
contribution limits established annually by the Internal Revenue Service. The employee contributions are not matched by the System.

The System’s contribution to all retirement plans for the years ended June 30, 2012 and 2011 was approximately $72,618 and $72,683,
respectively, equal to the required contribution for each year.

NOTE 17- System Postemployment Benefits Other than Pensions:

In June 2004, the GASB issued Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other
than Pensions, which requires accrual-based measurement, recognition and disclosure of other postemployment benefits (OPEB) expense, such as
retiree medical and dental costs, over the employees’ years of service, along with the related liability, net of any plan assets.

Public employees who meet the eligibility requirements for retirement and at the time of retirement are participants in the program, have the
option upon retirement to continue group insurance including medical, dental, vision, accidental death and dismemberment, travel accident, long-
term disability, mental health, substance abuse and life insurance benefits. Nevada Administrative Code 287.530 established this benefit upon the
retiree. Monthly contributions are deducted from pension checks. The cost varies depending on which health plan the retiree chooses, as well as
the amount of the State subsidy they receive.

The Public Employees Benefits Program administers these benefits as a multiple employer cost sharing plan. The State Retirees’ Health and
Welfare Benefits Trust Fund has been created to provide benefits to retirees and their beneficiaries. The unfunded actuarial accrued liability for
the trust, as of the most recent valuation on July 1, 2010, is $947,000. This compares to $1,850,000 on July 1, 2009. This is recorded on the
financial statements of the trust and the State as a fiduciary fund, but not on the financial statements of the System.

Complete financial statements for the State Retirees’ Health and Welfare Benefits Fund can be obtained from the Accounting
Department at the Public Employees Benefit Program, 901 S. Stewart St., Carson City, NV 89701.

The System’s contribution for the retired employee group insurance assessment for the years ended June 30, 2012 and 2011 was
approximately $10,091 and $3,355, respectively, equal to the required contribution each year. This significant increase resulted from a
change of the contribution rate by the legislature during the 76™ session.

NOTE 18 - System Commitments and Contingent Liabilities:

The System is a defendant or co-defendant in legal actions. Based on present knowledge and advice of legal counsel, System
management believes any ultimate liability in these matters, in excess of insurance coverage, will not materially affect the net assets, changes
in net assets or cash flows of the System.

The System has an actuarial study of its workers’ compensation losses completed every other year. The study addresses the reserves
necessary to pay open claims from prior years and projects the rates needed for the coming year. The System uses a third party administrator
to adjust its workers’ compensation claims.

The System is self-insured for its unemployment liability. The System is billed by the State each quarter based the actual
unemployment benefits paid by the State. Each year the System budgets resources to pay for the projected expenditures. The amount of

future benefits payments to claimants and the resulting liability to the System cannot be reasonably determined as of June 30, 2012.

The estimated cost to complete property authorized or under construction at June 30, 2012 is $27,217. These costs will be financed by
State appropriations, private donations, available resources and/or long-term borrowings.
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NOTE 18 - System Commitments and Contingent Liabilities (continued):

During the year, UNR sold the Fire Science Academy in Carlin, Nevada. As part of the lease agreement executed at the time of the sale,
upon termination of said lease, UNR is obligated to remove any and all above ground props from the prop field, and assess for and remediate
any contamination in accordance with provisions promulgated in Nevada Revised Statues and Administrative Code (NAC) 445A. The notice
of lease termination was executed by the Chancellor on June 30, 2012. The estimated obligation includes all the anticipated costs to close out
the Fire Science Program, including disposition of assets, demolition of the prop field and related fire water supply and treatment systems,
assessing for environmental contamination, and remediation of such contamination, if found. The estimated obligation amounts were
developed by the Senior Director for Facilities Maintenance Services in coordination with outside consultants. An obligation amount of
$4,135 has been included in accounts payable.

NOTE 19- Risk Management:

The System is an entity created by the Constitution of the State of Nevada. The System transfers its tort liabilities (other than Medical
Malpractice) to the Tort Claims Fund of the State of Nevada (State). The State retains the first $2,000 of loss and purchases excess liability
in the amount of $10,000 excess of a $2,000 self insured retention (SIR).

The System purchases the following commercial insurance:
Coverage for direct physical loss or damage to the System’s property with limits of $500,000 per occurrence and a $500 SIR.

Worker’s compensation (foreign and domestic) with statutory limits excess of a $750 SIR.
Employee dishonesty with limits of $1,250 and a deductible of $50.

Medical malpractice with limits of $1,000 per occurrence and $3,000 aggregate.
Allied health malpractice with limits of $1,000 per occurrence and $3,000 aggregate.

The System purchases other commercial insurance for incidental exposures where prudent. The amount of claim settlements did not
exceed the insurance coverage for any of the past three years.

The System is charged an assessment to cover its portion of the State’s cost of the Tort Claims fund.
NOTE 20- Subsequent Events:

On August 7, 2012, NSHE issued a promissory note in the amount of $6,250, to be repaid in fiscal years 2013 through 2017. On August
20, 2012, NSHE prepaid $10,055, of its Universities Revenue Bonds, Series 2002A with funds received from the sale of its Fire Science
Academy located in Carlin, NV. The final payment on the 2002A bonds will occur in fiscal year 2025.

At the September 2012 Board of Regents meeting, the Board approved the defeasance of up to $3,865, of its Universities Revenue
Bonds, Series 2004B from funds held by Clark County on behalf of the NSHE. The defeasance of these bonds is expected to occur prior to
December 31, 2012.

NOTE 21- Functional Classification of System Expenses:

The following is the functional classifications of expenses as reported on the Statements of Revenues, Expenses and Changes in Net
Assets for the years ended June 30, 2012 and 2011.

2012 2011
Instruction $ 478,194 $ 496,288
Research 100,027 109,222
Public service 59,724 63,165
Academic support 118,083 115,115
Institutional support 144,603 143,879
Student services 104,457 108,381
Operation and maintenance of plant 118,082 122,190
Scholarships and fellowships 88,770 101,044
Auxiliary enterprises 71,218 70,328
Other expenditures 892 715
Depreciation 95.689 92,557
Total $1,379,739 $1,422.884
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NOTE 22 - System Related Organizations:

As described in Note 1, the System Related Organizations columns in the financial statements includes the financial data
of the System’s discretely presented campus foundations and medical school practice plans. Due to the condensed nature of
this information, the individual line items may not necessarily agree with the financial statements of the system related
organization, although the totals agree with the financial statements. Condensed combining financial data of the System
related organizations is as follows:

(Remainder of this page left intentionally blank)
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NOTE 22 - System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS

NET ASSETS AS OF JUNE 30, 2012

ASSETS
Current Assets
Cash and cash equivalents
Short-term investments
Other
Total Current Assets

Noncurrent Assets
Restricted investments
Endowment investments
Capital assets, net
Other noncurrent assets

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Due to affiliates
Current portion of long-term debt
Other
Total Current Liabilities

Noncurrent Liabilities
Long-term debt
Other noncurrent liabilities
Total Noncurrent Liabilities
TOTAL LIABILITIES

NET ASSETS

Invested in capital assets, net of related debt

Restricted - Nonexpendable
Restricted - Expendable
Unrestricted

TOTAL NET ASSETS

UNR DRI
UNR UNR AAUN Practice DRI Research TMCC WNC
Foundation AAUN Endowment Plans Foundation Park Foundation Foundation
$ 23,618 $ 971 $ 31 $ 4811 $ 162 $ 1 $ 683 $ 53
86,519 - 5,653 5,424 - - 245 877
6,087 301 - 7,454 6 - 198 97
116,224 1,272 5,684 17,689 168 1 1,126 1,027
41,441 - - - - - 298 1,727
33 60 - 2,064 486 - - -
16,689 768 - - - - - 89
58,163 828 - 2,064 486 - 298 1,816
174,387 2,100 5,684 19,753 654 1 1,424 2,843
3,558 162 - 1,325 - - - -
- - - 452 87 - - -
31 17 - 3,644 - 3 807 -
3,589 179 - 5,421 87 3 807 -
- - - 28 12 - - -
1,944 1,724 - - - 123 - -
1,944 1,724 - 28 12 123 - -
5,533 1,903 - 5,449 99 126 807 -
33 60 - 1,821 486 - - -
107,178 115 3,625 - - - 306 499
48,183 - 1,476 - - - - 2,291
13,460 22 583 12,483 69 (125) 311 53
$ 168,854 $ 197 $ 5,684 $ 14,304 $ 555 $ (125) $ 617 $ 2,843
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NOTE 22 - System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS
NET ASSETS AS OF JUNE 30, 2012

UNLV Rebel UNLV Total
GBC UNLV Research Golf Alumni CSN NSC System Related
Foundation Foundation Foundation Foundation Association Foundation Foundation Organizations
ASSETS

Current Assets

Cash and cash equivalents $ 308 $ 12,089 $ 11 $ 182 $ 281 $ 732 $ 1,281 $ 45214

Short-term investments 1,272 25,208 - 4,725 1,715 2,482 - 134,120

Other 198 6,579 3 5 15 325 14 21,282
Total Current Assets 1,778 43,876 14 4,912 2,011 3,539 1,295 200,616
Noncurrent Assets

Restricted investments 3,359 28,886 - - - - - 32,245

Endowment investments 90 121,056 - - - 2,151 569 167,332

Capital assets, net 45 198 4,880 - 171 - - 7,937

Other noncurrent assets 1,231 39,590 - - 30 127 1,182 59,706
Total Noncurrent Assets 4,725 189,730 4,880 - 201 2,278 1,751 267,220
TOTAL ASSETS 6,503 233,606 4,894 4,912 2,212 5,817 3,046 467,836

LIABILITIES

Current Liabilities

Due to affiliates 38 - - - - - - 5,083

Current portion of long-term debt - - - - - - - 539

Other - 2,027 166 - 62 1 - 6,758
Total Current Liabilities 38 2,027 166 - 62 1 - 12,380
Noncurrent Liabilities

Long-term debt - - - - - - - 40

Other noncurrent liabilities - 3,504 967 - - - - 8,262
Total Noncurrent Liabilities - 3,504 967 - - - - 8,302
TOTAL LIABILITIES 38 5,531 1,133 - 62 1 - 20,682

NET ASSETS

Invested in capital assets, net of related debt 45 45 3,752 - 170 - - 6,412

Restricted - Nonexpendable 3,458 122,560 - - - 2,151 569 240,461

Restricted - Expendable 1,999 104,006 - - 36 2,231 2,346 162,568

Unrestricted 963 1,464 9 4912 1,944 1,434 131 37,713
TOTAL NET ASSETS $ 6,465 $ 228,075 $ 3,761 $ 4912 $ 2,150 $ 5816 $ 3,046 $ 447,154
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NOTE 22 - System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS

NET ASSETS AS OF JUNE 30, 2011

ASSETS
Current Assets
Cash and cash equivalents
Short-term investments
Other current assets
Total Current Assets

Noncurrent Assets
Endowment investments
Capital assets, net
Other noncurrent assets

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Due to affiliates
Current portion of long-term debt
Other
Total Current Liabilities

Noncurrent Liabilities
Long-term debt
Other noncurrent liabilities
Total Noncurrent Liabilities
TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted - Nonexpendable
Restricted - Expendable
Unrestricted
TOTAL NET ASSETS

UNR DRI
UNR UNR AAUN Practice DRI Research TMCC
Foundation AAUN Endowment Plans Foundation Park Foundation
$ 26911 $ 1,339 $ 4 $§ 3,763 $ 200 $ 1 $ 1,098
97,840 - 5,371 4,445 - - -
2,453 324 1 7,238 2 - 68
127,204 1,663 5,376 15,446 202 1 1,166
20,354 - - - - - 389
44 62 - 2,373 486 - -
19,815 1,003 - 984 - - -
40,213 1,065 - 3,357 486 - 389
167,417 2,728 5,376 18,803 688 1 1,555
5,100 302 - 1,462 - - -
- - - 405 87 - -
42 310 11 3,350 2 3 879
5,142 612 11 5,217 89 3 879
- - - - 99 - -
1,995 1,864 - 445 - 126 -
1,995 1,864 - 445 99 126 -
7,137 2,476 11 5,662 188 129 879
44 62 - 1,896 486 - -
100,749 100 3,770 - - - 395
47,450 - 1,523 - 20 - -
12,037 90 72 11,245 (6) (128) 281
$ 160,280 $ 252 § 5,365 $§ 13,141 $ 500 $ (128) $ 676

(AUDIT COMMITTEE 11/29/12) Ref. A-3, Page 50 of 307



NOTE 22 - System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS

NET ASSETS AS OF JUNE 30, 2011

Total
WNC GBC UNLV CSN NSC System Related
Foundation Foundation Foundation Foundation Foundation  Organizations
ASSETS

Current Assets

Cash and cash equivalents $ 1,051 $ 407 $ 19,192 $ 632 $ 1,351 $ 55949

Short-term investments - 811 26,478 2,814 - 137,759

Other current assets 58 17 6,866 252 4 17,283
Total Current Assets 1,109 1,235 52,536 3,698 1,355 210,991
Noncurrent Assets

Endowment investments 1,514 4,072 129,920 1,181 569 157,999

Capital assets, net - 56 212 - - 3,233

Other noncurrent assets 92 102 38,621 862 1,138 62,617
Total Noncurrent Assets 1,606 4,230 168,753 2,043 1,707 223,849
TOTAL ASSETS 2,715 5,465 221,289 5,741 3,062 434,840

LIABILITIES

Current Liabilities

Due to affiliates - 10 - - - 6,874

Current portion of long-term debt - - - - - 492

Other - 2 2,076 19 - 6,694
Total Current Liabilities - 12 2,076 19 - 14,060
Noncurrent Liabilities

Long-term debt - - - - - 99

Other noncurrent liabilities - - 4277 - - 8,707
Total Noncurrent Liabilities - - 4,277 - - 8,806
TOTAL LIABILITIES - 12 6,353 19 - 22,866

NET ASSETS

Invested in capital assets, net of related debt - 56 59 - - 2,603

Restricted - Nonexpendable 597 3,266 109,155 1,988 569 220,589

Restricted - Expendable 2,102 1,177 104,257 1,944 2,273 160,746

Unrestricted 16 954 1,465 1,790 220 28,036
TOTAL NET ASSETS $ 2,715 $ 5,453 $ 214,936 $ 5,722 $ 3,062 $ 411,974
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NOTE 22 - System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS
REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2012

Operating Revenues
Patient revenue
Contract revenue
Contributions
Campus support
Other operating revenues
Total operating revenues

Operating Expenses
Program expenses
Depreciation
Other operating expenses
Total operating expenses

Operating income (loss)

Nonoperating Revenues (Expenses)
Payments to System campuses and divisions
Other nonoperating revenues (expenses)
Total Nonoperating Revenues (Expenses)

Income (loss) before other revenue (expenses)

Other Revenues (Expenses)
Additions to permanent endowments
Other revenues
Total Other Revenues (Expenses)

Increase (Decrease) in Net Assets

NET ASSETS
Net assets - beginning of year

Net assets - end of year

UNR DRI
UNR UNR AAUN Practice DRI Research TMCC WNC
Foundation AAUN Endowment Plans Foundation Park Foundation Foundation
$ - $ - $ - $ 51,198 $ - $ - $ - $ -
- - - 6,277 - - - -
18,369 212 - - 729 - 776 409
2,047 - 500 - 222 61 122 181
969 255 - 3,435 47 3 - 39
21,385 467 500 60,910 998 64 898 629
(322) - - (33,082) - - (708) (332)
(14) - - (712) - - - -
(3,177) (154) (243) (22,261) (414) (61) (160) (235)
(3,513) (154) (243) (56,055) (414) (61) (868) (567)
17,872 313 257 4,855 584 3 30 62
(18,572) (437) - (3,773) (525) - - -
5,731 69 62 81 6] - (89) 66
(12,841) (368) 62 (3,692) (529) - (89) 66
5,031 (55) 319 1,163 55 3 (59) 128
3,543 - - - - - - -
3,543 - - - - - - -
8,574 (55) 319 1,163 55 3 (59) 128
160,280 252 5,365 13,141 500 (128) 676 2,715
$ 168,854 $ 197 $ 5,684 $ 14,304 $ 555 $ (125) $ 617 $ 2,843
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NOTE 22 - System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS
REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2012

UNLV Rebel UNLV Total

GBC UNLV Research Golf Alumni CSN NSC System Related
Foundation Foundation Foundation Foundation Association Foundation Foundation Organizations

Operating Revenues

Patient revenue $ - $ - $ - $ - $ - $ - $ - $ 51,198
Contract revenue - - - - - - - 6,277
Contributions 1,458 30,353 407 32 573 1,083 322 54,723
Campus support 346 2,156 - - - - - 5,635
Other operating revenues 30 940 345 57 240 441 - 6,801

Total operating revenues 1,834 33,449 752 89 813 1,524 322 124,634

Operating Expenses

Program expenses 27 - (389) (215) (519) - - (35,594)
Depreciation - (23) on - (1 - - (841)
Other operating expenses (1,032) (4,984) (7) (88) (302) (704) (166) (33,988)
Total operating expenses (1,059) (5,007) (487) (303) (822) (704) (166) (70,423)
Operating income (loss) 775 28,442 265 (214) 9) 820 156 54,211
Nonoperating Revenues (Expenses)
Payments to System campuses and divisions - (27,547) - - - (899) (179) (51,932)
Other nonoperating revenues (expenses) 55 4,821 (280) (255) 2 (41) 7 10,225
Total Nonoperating Revenues (Expenses) 55 (22,726) (280) (255) 2 (940) (172) (41,707)
Income (loss) before other revenue (expenses) 830 5,716 (15) (469) (7) (120) (16) 12,504
Other Revenues (Expenses)
Additions to permanent endowments 182 7,423 - - - 214 - 11,362
Other revenues - - 3,776 5,381 2,157 - - 11,314
Total Other Revenues (Expenses) 182 7,423 3,776 5,381 2,157 214 - 22,676
Increase (Decrease) in Net Assets 1,012 13,139 3,761 4,912 2,150 94 (16) 35,180
NET ASSETS
Net assets - beginning of year 5,453 214,936 - - - 5,722 3,062 411,974
Net assets - end of year $ 6,465 $ 228,075 $ 3,761 $ 4912 $ 2,150 $ 5816 $ 3,046 $ 447,154
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NOTE 22 - System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS
REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2011

UNR DRI
UNR UNR AAUN Practice DRI Research TMCC
Foundation AAUN Endowment Plans Foundation Park Foundation
Operating Revenues
Patient revenue $ - $ - $ - $ 49,787 $ - $ - $ -
Contract revenue - - - 7,355 - - -
Contributions 10,819 371 1 - 743 - 544
Campus support 2,349 - - - 317 55 142
Other operating revenues 1,350 103 - 2,637 1 3 -
Total operating revenues 14,518 474 1 59,779 1,061 58 686
Operating Expenses
Program expenses (343) - - (33,893) - - -
Depreciation (12) - - (827) - - -
Other operating expenses (3,308) (202) (12) (21,557) (357) (54) (453)
Total operating expenses (3,663) (202) (12) (56,277) (357) (54) (453)
Operating income (loss) 10,855 272 (11) 3,502 704 4 233
Nonoperating Revenues (Expenses)
Payments to System campuses and divisions (17,170) (393) - (2,976) (260) - (530)
Other nonoperating revenues (expenses) 18,253 77 843 3) (6) - 87
Total Nonoperating Revenues (Expenses) 1,083 (316) 843 (2,979) (266) - (443)
Income (loss) before other revenue (expenses) 11,938 (44) 832 523 438 4 (210)
Other Revenues (Expenses)
Additions to permanent endowments 5,988 - - - - - -
Other revenues - - - - - - -
Total Other Revenues (Expenses) 5,988 - - - - - -
Increase (Decrease) in Net Assets 17,926 (44) 832 523 438 4 (210)
NET ASSETS
Net assets - beginning of year 142,354 296 4,533 12,618 62 (132) 886
Net assets - end of year $ 160,280 $ 252 $ 5365 $ 13,141 $ 500 $ (128) $ 676
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NOTE 22 - System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS
REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2011

Total

WNC GBC UNLV CSN NSC System Related
Foundation Foundation Foundation Foundation Foundation Organizations

Operating Revenues

Patient revenue $ - $ - $ - $ - $ - 49,787
Contract revenue - - - - - 7,355
Contributions 791 227 23,908 1,079 455 38,938
Campus support - 293 2,789 - - 5,945
Other operating revenues 129 57 738 385 5 5,408
Total operating revenues 920 577 27,435 1,464 460 107,433
Operating Expenses
Program expenses (253) (53) - - - (34,542)
Depreciation - (13) (26) - - (878)
Other operating expenses (489) (368) (4,561) (778) (244) (32,383)
Total operating expenses (742) (434) (4,587) (778) (244) (67,803)
Operating income (loss) 178 143 22,848 686 216 39,630
Nonoperating Revenues (Expenses)
Payments to System campuses and divisions (114) (425) (14,897) (830) (237) (37,832)
Other nonoperating revenues (expenses) 151 628 19,706 617 - 40,353
Total Nonoperating Revenues (Expenses) 37 203 4,809 (213) (237) 2,521
Income (loss) before other revenue (expenses) 215 346 27,657 473 (21) 42,151
Other Revenues (Expenses)
Additions to permanent endowments - 295 7,392 275 - 13,950
Other revenues - - - - - -
Total Other Revenues (Expenses) - 295 7,392 275 - 13,950
Increase (Decrease) in Net Assets 215 641 35,049 748 (21) 56,101
NET ASSETS
Net assets - beginning of year 2,500 4,812 179,887 4,974 3,083 355,873
Net assets - end of year $ 2,715 $ 5453 $ 214,936 $ 5722 $ 3,062 $ 411,974
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NOTE 22 - System Related Organizations (continued):
UNR Foundation:

Cash and cash equivalents at June 30, 2012 and 2011, consists of:

2012 2011
Cash $ 1,527 $ 7,224
Money funds 1,986 726
Commingled funds 8,154 17,561
Certificates of deposit 350 -
Treasury bills and notes 11,601 1,40
$23,618 26911

The fair value of investments at June 30, 2012 and 2011, are as follows:

2012 2011
Equity Investments § 471 $ o614
Bonds 13,547 14,215
Commingled funds 94,162 79,879
Certificates of deposit 3,461 4,166
U.S. Government Securities 16,319 19,320
$127.960 $118.,194

At June 30, 2012, the Foundation investments had the following maturities:

Investment Maturities (in Years)

Fair Less
Value than 1 1-5 6—10 11-38

Equity investments $ 47 $ 471 $ - $ - $ -
Bonds 13,547 432 3,251 1,794 8,070
Commingled funds 94,162 73,506 14,092 5,601 963
Certificates of deposit 3,461 1,647 1,814 - -
U.S. Government securities 16,319 10,463 2,617 1,317 1,922

$127,960 $86,519 $21,774 $8,712 $10,955

The Foundation’s investment policy for cash and cash equivalents is to exercise sufficient due diligence to minimize investing cash and cash
equivalents in instruments that will lack liquidity. The Foundation, through its Investment Managers considers the operating funds to be two
discrete pools of funds: a short-term pool and an intermediate-term pool. The short-term pool shall be funded in an amount sufficient to meet the
expected daily cash requirements of the Foundation. The goals of the investments are to maintain the principal in the account while maximizing
the return on the investments. The short-term pool is staggered in 30, 60, and 90 day investments. Appropriate types of investments are money
market funds, certificates of deposit, commercial paper, U.S. Treasury bills and notes, mortgage backed securities (U.S. Government) and internal
loans to the University of Nevada, Reno secured by a promissory note with an appropriate interest rate. The intermediate-term pool is invested in
fixed income securities generally having an average maturity of three years or less in order to take advantage of higher yields.

The cumulative net appreciation (depreciation) of investments at June 30, 2012 and 2011 was $(879) and $1,417, respectively.
Investment Risk Factors

There are many factors that can affect the value of investments. Some factors, such as credit risk and concentrations of credit risk may affect
fixed income securities, which are particularly sensitive to credit risks and changes in interest rates. The Investment Committee of the Foundation

has policies regarding acceptable levels of risk. The committee meets quarterly to review the investments. Significant amounts of the investments
are held with Commonfund which also has policies regarding acceptable levels of risk.
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NOTE 22 - System Related Organizations (continued):
Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of an organization’s investment in a single issuer. The
Foundation restricts investment of cash and cash equivalents and investments to financial institutions with high credit standing, and the
Foundation currently purchases certificates of deposit of less than $250 per bank or institution. Commercial paper is limited to a maximum of
10% of the total cash available. The Foundation has not experienced any losses in such accounts and believes it is not exposed to any
significant credit risk on cash and cash equivalents and investments.

Credit Risk
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment. This is

measured by the assignment of a rating by a nationally recognized statistical rating organization. Presented below is the rating as of year end
of each investment type.

AAA AA A BBB Not Rated

Equity investments $ - $ - $ - $ - $ 471
Bonds 264 3,750 827 316 8,390
Commingled funds - - - - 94,162
Certificates of deposit - - - - 3,461
U.S. Government securities 5.75 - - - 10,563
6,020 3,750 827 $ 316 $117,047

Fixed income securities to obligations of the U.S. Government are not considered to have credit risk.
Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. As a means of limiting its
exposure to fair value losses arising from rising interest rates, the Foundation’s investment policy limits the maturities of U.S. Treasury
instruments and certificates of deposit to no more than 90 days unless the rate justifies the return and the current liquidity requirements are
met.

Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an investment or a deposit. Foreign
investments are managed by the Investment Manager, and the Foundation has policies in place to address foreign currency risk.

Custodial Credit Risk — Deposits

In the case of deposits, this is the risk that in the event of a bank failure, the Foundation’s deposits exceed FDIC limits and as a result
may not be returned to the Foundation. All cash deposits are primarily on deposit with two financial institutions and several investment
companies. The Foundation does not have a deposit policy for custodial credit risk. As of June 30, 2012, the Foundation’s bank balances
totaled $23,164. Of this balance, $1,361 was covered by depository insurance and/or collateralized and $8,094 is held by State Street
Government Securities and subject to their investment policies. The remaining $13,808 was uninsured and uncollateralized and, as a result,
was subject to custodial credit risk at June 30, 2012. Included in the uninsured balance is $11,601 held in 90-day U.S. Government
Securities.

Custodial Credit Risk — Investments
For an investment, this is the risk that, in the event of the failure of the counterparty, the Foundation will not be able to recover the value

of its investments or collateral securities that are in the possession of an outside party. Investments consist primarily of comingled funds.
Debt and equity securities other than open-end mutual funds are uncollateralized.
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NOTE 22 - System Related Organizations (continued):
UNLYV Foundation:
Restatement
Subsequent to the issuance of UNLV Foundation’s financial statements for the year ended June 30, 2011, management determined that

errors were made related to its reporting of net assets. As a result the financial statements have been restated for the year ended June 30, 2011
to correct those errors. A summary of the effect of the restatement is as follows:

Net Assets at June 30, 2011 As Reported As Restated
Restricted for
Nonexpendable $ 112,322 $ 109,155
Expendable 78,071 104,257
Unrestricted 24,483 1,465

The restatement had no impact on the Combined Statement of Support and Revenues, Expenses and Changes in Net Assets.

The UNLV Foundation discloses its deposits with financial institutions, investments, and reverse repurchase agreements in accordance
with GASB Statement No. 40, Deposit and Investment Risk Disclosures-an amendment of GASB Statement No. 3.

Custodial Credit Risk

The custodial credit risk for deposits is the risk that, in the event of a failure of a depository financial institution, the UNLV Foundation
will not be able to recover deposits or collateral securities that are in the possession of an outside party. At June 30, 2012, the total balance
for the UNLV Foundations cash and money market funds was $12,089. Of this balance, $5,241 was covered by the Federal Deposit
Insurance Corporation. One depository institution has provided full insurance on all non-interest bearing accounts. As of June 30, 2012,
$4,337 is covered by this program, which is set to expire on December 31, 2012. The amount of $6,847 was uninsured.

Investments include the following at June 30, 2012 and 2011:

2012 2011

Mutual funds $ 12,985 $ 6,142
Certificates of deposit 1,316 907
Equities 16,506 70,858
U.S. government obligations 19,181 37,204
Corporate obligations 28,920 33,763
Mortgage-backed securities 18,546 864
Alternative investments 74,392 6,660
Non-U.S. corporate bonds 3.304 -
Total marketable securities at fair value $175,150 $156,398

Credit Risk

Credit risk is the risk that an issuer will not fulfill its obligations. The UNLV Foundation reduces its exposure to credit risk with policy
guidelines that instruct money managers to purchase securities rated investment grade or better. However, up to 25% of the fixed-income
portfolios may be allocated to below investment grade. The credit ratings of fixed income investments at June 30, 2012 follow:

Below
Investment
Total AAA AA A BBB Grade

Mortgage-backed
securities $ 18,546 $ 1,468 $ 16,646 $ 251 $ 27 $ 154
U.S. corporate bonds 28,920 - 1,872 12,231 14,281 536

Non-U.S. corporate bonds 3,304 - 126 1,166 2,012 -

Fixed income securities or obligations of the U.S. government are not considered to have credit risk.
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NOTE 22 - System Related Organizations (continued):

In accordance with GASB Statement No. 40, U.S. government obligations, mortgage-backed securities, cash, and money market funds
backed by the full faith and credit of the federal government are not included in the above table. Alternative investments are not rated by
industry rating agencies.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. The UNLV Foundation’s
policy guidelines on maturity parameters state that the fixed-income portfolio’s average weighted duration is to remain within 20% of the
benchmark duration.

For investments in donor-restricted endowment funds, the UNLV Foundation uses the Barclays Aggregate Bond Index average as the
benchmark; maturity as of June 30, 2012, was 6.95 years. The fixed-income portfolio’s average maturity was 6.22 years. Interest rates range
from 1.452% to 3.182%.

For investments in donor-restricted expendable funds, the UNLV Foundation uses the Barclays Aggregate Index average as the
benchmark; maturity as of June 30, 2012, was 7.5 years. The fixed income-portfolio’s average maturity was 7.5 years. Interest rates range
from 0% to 10.75%.

Maturity Maturity Maturity Maturity
Under 1 Year 1—5 Years 5—10 Years Over 10 Years Total

Mutual funds $ 12,985 $ - $ - $ - $ 12,985
Certificates of deposit 303 1,013 - - 1,316
Mortgage backed securities - 355 1,765 16,426 18,546
U.S. government obligations 10,793 4,137 2,680 1,571 19,181
U.S. corporate bonds 966 9,424 12,434 6,096 28,920
Non-U.S. corporate bonds 161 856 1,567 720 3.304
Investment in securities at

fair value $ 25,208 $ 15,785 $ 18,446 $ 24,813 $ 84,252

Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an investment or a deposit. All non-
U.S. corporate bonds are traded in U.S. dollars. The UNLV Foundation investment managers have policies that address foreign currency risk.

During the years ended June 30, 2012 and 2011, the UNLV Foundation recognized $2,045 and $20,309, respectively, in investment
gains. Earnings included $4,382 and $3,731, respectively, from interest and dividends, $3,570 and $3,930, respectively, from net realized
gains on the sale of investments, and $5,265 and $13,465, respectively, from the change in investment fair value. The calculation of realized
gains and losses is independent of the calculation of the net change in the fair value of investments. Realized gains and losses on investments
that had been held more than one fiscal year and sold in the current year were included as a change in the fair value of investments reported
in prior years. Investment expenses of $641 and $814, respectively, and amortization of bond discounts of $2 and $2, respectively, were
netted against earnings.

(Remainder of this page left intentionally blank)

(AUDIT COMMITTEE 11/29/12) Ref. A-3, Page 59 of 307



(This Page Intentionally Left Blank)

(AUDIT COMMITTEE 11/29/12) Ref. A-3, Page 60 of 307



SUPPLEMENTAL INFORMATION

(AUDIT COMMITTEE 11/29/12) Ref. A-3, Page 61 of 307



ASSETS
Current Assets
Cash and cash equivalents
Restricted cash and cash equivalents
Short-term investments
Accounts receivable, net
Receivable from U.S. Government
Receivable from State of Nevada
Current portion of loans receivable, net
Inventories
Deposits and deferred expenditures, current
Other
Total Current Assets

Noncurrent Assets
Cash held by State Treasurer
Restricted cash and cash equivalents
Receivable from State of Nevada
Endowment investments
Deposits and deferred expenditures
Loans receivable, net
Capital assets, net
Pledges receivable
Other noncurrent assets

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts payable
Accrued payroll and related liabilities
Unemployment insurance and workers compensation
Current portion of compensated absences
Current portion of long-term debt
Current portion of obligations under capital leases
Accrued interest payable
Deferred revenue
Funds held in trust for others
Other
Total Current Liabilities

Noncurrent Liabilities
Refundable advances under federal loan programs
Compensated absences
Long-term debt
Obligations under capital leases
Other noncurrent liabilities
Total Noncurrent Liabilities
TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted - Nonexpendable
Restricted - Expendable - Scholarships, research and instruction
Restricted - Expendable - Loans
Restricted - Expendable - Capital projects
Restricted - Expendable - Debt service
Unrestricted

TOTAL NET ASSETS

UNR System DRI TMCC
$ 35,066 $ 47,420 $ 7,958 $ 7,118
- - 150 -
107,847 22,110 22,852 22,990
18,493 372 3,865 2,234
18,267 773 3,436 1,020
833 - 159 244
936 79 - 13
3,676 89 - 15
566 36 7 55
185,684 70,879 38,427 33,689
4,968 100 42 109
1,843 - - -
1,007 - - -
114,964 10,166 26,217 8,590
4,123 477 - -
6,561 1,161 - 198
694,269 28,123 68,776 58,483
1,724 - - -
- 273 - -
829,459 40,300 95,035 67,380
1,015,143 111,179 133,462 101,069
19,106 2,646 593 1,399
23,506 1,413 2,545 3,739
2,681 123 237 293
11,368 1,512 3,323 1,105
8,325 - 649 -
9 - - -
6,710 - 78 -
15,335 1,808 2,620 989
2,480 - 158 96
- - 270 6
89,520 7,502 10,473 7,627
4,775 - - 283
7,544 210 872 584
258,811 - 7,955 -
271,130 210 8,827 867
360,650 7,712 19,300 8,494
429,653 28,072 60,322 58,483
37,881 7,023 20,668 4,342
65,158 4,090 7,876 5,116
5,270 1,456 - (1)
10,277 139 765 7,518
9,637 - - 7
96,617 62,687 24,531 17,150
$ 654,493 $ 103,467 S 114,162 $ 92,575
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$ 2,408 $ 2,018 $ 63,259 § 14377 $ 2,417 § 182,041

- - - - - 150
5,408 4,904 236,233 50,312 7,855 480,511
506 763 3,509 3,180 402 33,324
489 309 10,187 1,778 687 36,946
102 43 623 185 17 2,206

7 51 289 53 - 1,428

- - 2,126 659 303 6,868

- 125 9,631 887 308 11,615
79 - - - - 79
8,999 8,213 325,857 71,431 11,989 755,168
564 - 2,831 1,017 2,352 11,983

- - 9,114 1,050 - 12,007

- - 3,444 206 - 4,657
218 208 47,188 4,992 - 212,543

- - - 243 - 4,843

- - 2,966 16 - 10,902
35,179 42,022 792,364 211,485 28,563 1,959,264
- - - - - 1,724

- - - - - 273
35,961 42,230 857,907 219,009 30,915 2,218,196
44,960 50,443 1,183,764 290,440 42,904 2,973,364
563 477 8,525 2,516 940 36,765
1,100 1,028 24,596 7,587 1,086 66,600
135 354 2,611 828 74 7,336
683 436 9,124 2,462 697 30,710

- 143 10,758 - - 19,875

- - 202 368 - 579

- 4 4,883 - - 11,675

- 145 15,750 8,191 1,043 45,881
166 54 4,759 516 - 8,229

- - - - - 276
2,647 2,641 81,208 22,468 3,840 227,926
- - 3,001 - - 8,059
86 245 5,252 1,173 &4 16,050

- 1,317 209,119 - - 477,202

- - 557 32 - 589

- - 1,241 - - 1,241
86 1,562 219,170 1,205 84 503,141
2,733 4,203 300,378 23,673 3,924 731,067
35,179 40,562 571,729 211,084 28,563 1,463,647
218 208 11,989 2,366 - 84,695
654 996 38,453 5,632 339 128,314

- 26 932 - - 7,643
666 15 15,353 2,274 2,583 39,590

- 640 10,276 - - 20,560
5,510 3,793 234,654 45,411 7,495 497,848

§ 42227 $ 46,240 $ 883,386 $ 266,767 $ 38,980 $2,242,297
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ASSETS

Current Assets

Cash and cash equivalents

Restricted cash and cash equivalents

Short-term investments

Accounts receivable, net

Receivable from U.S. Government

Receivable from State of Nevada

Pledges receivable, net

Current portion of loans receivable, net

Inventories

Deposits and deferred expenditures, current
Total Current Assets

Noncurrent Assets
Cash held by State Treasurer
Restricted cash and cash equivalents
Receivable from State of Nevada
Endowment investments
Deposits and deferred expenditures
Loans receivable, net
Capital assets, net
Pledges receivable
Other noncurrent assets

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts payable
Accrued payroll and related liabilities
Unemployment insurance and workers' compensation
Current portion of compensated absences
Current portion of long-term debt
Current portion of obligations under capital leases
Accrued interest payable
Deferred revenue
Funds held in trust for others
Other
Total Current Liabilities

Noncurrent Liabilities
Refundable advances under federal loan programs
Compensated absences
Long-term debt
Obligations under capital leases
Due to State of Nevada
Total Noncurrent Liabilities
TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted - Nonexpendable
Restricted - Expendable - Scholarships, research and instruction
Restricted - Expendable - Loans
Restricted - Expendable - Capital projects
Restricted - Expendable - Debt service
Unrestricted

TOTAL NET ASSETS

UNR System DRI TMCC
$ 35,280 $ 49,780 $ 7,676 $ 7,991
- - 151 -
88,193 12,397 19,416 21,706
25,680 472 2,978 1,391
20,366 1,850 3,616 465
1,672 - 212 11
225 - - -
977 245 - 12
2,865 131 - 14
635 36 14 4
175,893 64,911 34,063 31,594
16,728 - 193 -
26,916 - - -
120,841 10,575 27,292 8,967
5,201 513 - -
6,172 1,029 - 234
703,666 30,857 70,338 60,430
1,865 - - -
- 296 - -
831,389 43,270 97,823 69,631
1,057,282 108,181 131,886 101,225
18,708 2,345 630 1,176
8,356 478 799 1,100
1,744 43 121 180
11,584 1,706 3,161 1,136
8,282 - 608 -
621 - 5 -
7,236 - 83 62
14,199 1,600 3,032 793
2,191 - 195 87
- - 359 435
72,921 6,172 8,993 4,969
4,746 - - 282
8,292 358 862 534
277,076 - 8,604 -
1,257 - - -
- - - 4,925
291,371 358 9,466 5,741
364,292 6,530 18,459 10,710
412,441 30,806 61,272 55,070
37,972 7,201 20,645 4,728
77,341 3,081 8,622 4,837
5,168 1,865 - (13)
52,682 55 598 5,778
6,865 - - (56)
100,521 58,643 22,290 20,171
$ 692,990 $ 101,651 $ 113,427 $ 90,515
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WNC GBC UNLV CSN NSC TOTAL
$ 770 $ 954 $ 68,265 $ 13,647 $ 2,402 $ 186,765
- - - - - 151
4,123 3,969 194,537 42,783 6,893 394,017
495 572 3,230 2,719 453 37,990
1,028 139 10,121 158 569 38,312
5 135 638 258 8 2,939

- - - - - 225

7 18 698 57 - 2,014

- - 1,973 695 270 5,948

- 68 7,615 678 172 9,222
6,428 5,855 287,077 60,995 10,767 677,583
1,326 55 5,880 3,803 2,362 30,347
- - 5,043 752 - 32,711

- - 2,511 961 - 3,472
225 216 49,809 5,168 - 223,093

- - 1,806 37 - 7,557

- - 3,133 13 - 10,581
34,921 43,198 797,061 216,560 29,083 1,986,114
- - - - - 1,865

- - - - - 296
36,472 43,469 865,243 227,294 31,445 2,296,036
42,900 49324 1,152,320 288,289 2212 2,973,619
202 194 11,523 2,485 793 38,056
501 167 14,548 2,251 150 28,350
88 306 1,710 492 35 4,719
506 434 9,608 2,708 559 31,402

- 126 10,813 - - 19,829

- - 238 344 - 1,208

- 13 4,601 - - 11,995
27 128 14,372 2,754 645 37,550
146 83 5,207 538 3 8,450

- - - - - 794
1,470 1,451 72,620 11,572 2,185 182,353
- - 2,784 3 - 7,815
285 254 4,875 1,217 300 16,977

- 1,467 218,814 - - 505,961

- - 805 400 - 2,462

- - - - - 4,925
285 1,721 227,278 1,620 300 538,140
1,755 3,172 299,398 13,192 2,485 720,493
34,921 41,605 568,197 215,816 29,083 1,449211
226 216 11,960 2,340 - 85,288

54 620 40,649 5,335 101 140,640

- 23 966 - - 8,009
1,326 677 13,249 5,516 2,362 82,243
- 494 7,001 - - 14,304
4,618 2,517 210,400 46,090 8,181 473,431
$ 41,145 S 46,152 S 852,422 $ 275,097 $ 39,727 $2,253,126
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UNR System DRI T™MCC
Operating Revenues
Student tuition and fees (net of scholarship
allowance of $115,276) $ 104,476 $ - $ - $ 13,166
Federal grants and contracts 87,192 2,491 27,666 4,158
State grants and contracts 12,271 - 8 912
Local grants and contracts 23,847 - 390 -
Other grants and contracts 8,820 648 2,370 55
Campus support - - - -
Sales and services of educational departments
(including $4,308 from System Related Organizations) 26,491 3,123 - 996
Sales and services of auxiliary enterprises (net of
scholarship allowance of $5,083) 30,275 - - 1,297
Interest earned on loans receivable 164 - - 3
Other operating revenues 2,884 7,473 10,838 220
Total Operating Revenues 296,420 13,735 41,272 20,807
Operating Expenses
Employee compensation and benefits (306,280) (17,950) (33,416) (41,273)
Utilities (10,081) (1,415) (1,107) (1,411)
Supplies and services (131,871) (17,062) (10,377) (10,196)
Scholarships and fellowships (16,494) (688) - (10,186)
Depreciation (31,641) (4,938) (4,525) (3,149)
Other operating expenses - - - -
Total Operating Expenses (496,367) (42,053) (49,425) (66,215)
Operating Income (Loss) (199,947) (28,318) (8,153) (45,408)
Nonoperating Revenues (Expenses)
State appropriations 146,580 24,730 8,043 30,590
Transfers to/from System Administration (590) 3,273 (150) (13)
Gifts (including $31,263 from System Related Organizations) 13,219 5 506 624
Investment income, net 3,106 2,229 667 613
Gain (loss) on disposal of capital assets (8,092) (222) 38 (72)
Interest expense (13,353) - (609) (305)
Other nonoperating revenues (expenses) (1,176) - - -
Federal grants and contracts 16,306 - - 14,996
Total Nonoperating Revenues (Expenses) 156,000 30,015 8,495 46,433
Income (Loss) before other revenue (expenses) (43,947) 1,697 342 1,025
Other Revenues (Expenses)
State appropriations restricted for capital purposes 2,383 100 373 1,025
Capital grants and gifts (including $13,803 from
System Related Organizations) 2,692 - - -
Additions to permanent endowments (including $79
from System Related Organizations) 375 19 20 10
Total Other Revenues (Expenses) 5,450 119 393 1,035
Increase (Decrease) in Net Assets (38,497) 1,816 735 2,060
NET ASSETS
Net assets - beginning of year 692,990 101,651 113,427 90,515
Net assets - end of year $ 654,493 $ 103,467 $ 114,162 $ 92,575
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WNC GBC UNLV CSN NSC Eliminations TOTAL
$ 3,836 $ 2,946 $ 159,960 $ 43,976 $ 6,827 $ - $ 335,187
678 1,278 42,107 5,290 1,498 (8,231) 164,127
870 415 11,513 2,494 428 - 28,911
14 649 252 - 15 - 25,167
- 74 1,425 55 126 - 13,573
13 - - - 40 - 53
526 395 23,220 2,022 949 - 57,722
834 580 41,643 2,267 - - 76,896
- - 50 - - - 217
350 - 6,600 1,035 16 - 29,416
7,121 6,337 286,770 57,139 9,899 (8,231) 731,269
(18,322) (16,633) (302,730) (109,155) (13,112) - (858,871)
(613) (713) (12,506) (3,751) (357) - (31,954)
(4,187) (3,923) (92,278) (35,330) (7,432) 8,231 (304,425)
(3,853) (956) (23.,437) (30,314) (2,842) - (88,770)
(1,365) (1,603) (35,810) (11,619) (1,039) - (95,689)
(30) - - - - - (30)
(28,370) (23,828) (466,761) (190,169) (24,782) 8,231 (1,379,739)
(21,249) (17,491) (179,991) (133,030) (14,883) - (648,470)
15,030 14,032 149,310 77,578 9,111 - 475,004
14 (43) (2,441) ) 41 - -
337 547 15,263 853 179 - 31,533
211 213 8,293 1,399 242 - 16,973
(20) - (225) (55) - - (8,648)
- (54) (9,593) 41 - - (23,955)
- 34 151 - - - (991)
6,188 2,850 32,651 44,874 4,464 - 122,329
21,760 17,579 193,409 124,599 13,955 - 612,245
511 88 13,418 (8,431) (928) - (36,225)
571 - 3,115 44 100 - 7,711
- - 14,392 31 81 - 17,196
- - 39 26 - - 489
571 - 17,546 101 181 - 25,396
1,082 88 30,964 (8,330) (747) - (10,829)
41,145 46,152 852,422 275,097 39,727 - 2,253,126
$ 42,227 $ 46,240 $ 883,386 $ 266,767 $ 38,980 $ - $2,242.297
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UNR System DRI TMCC
Operating Revenues
Student tuition and fees (net of scholarship
allowance of $91,504) § 97,066 $ - $ - $ 13,429
Federal grants and contracts 91,381 3,478 29,001 19,342
State grants and contracts 13,377 - 373 1,069
Local grants and contracts 26,234 - 286 -
Other grants and contracts 12,382 682 1,797 504
Campus support - - - -
Sales and services of educational departments
(including $3,043 from System Related Organizations) 28,081 3,678 - 846
Sales and services of auxiliary enterprises (net of
scholarship allowance of $5,464) 29,991 - - 1,164
Interest earned on loans receivable 147 - - 2
Other operating revenues 2,552 8,392 10,296 183
Total Operating Revenues 301,211 16,230 41,753 36,539
Operating Expenses
Employee compensation and benefits (321,672) (19,797) (32,485) (43,131)
Utilities (10,499) (1,641) (1,281) (1,314)
Supplies and services (124,495) (15,065) (11,534) (9,740)
Scholarships and fellowships (20,585) (720) - (11,697)
Depreciation (29,540) (3,204) (4,908) (3,092)
Other operating expenses - - - -
Total Operating Expenses (506,791) (40,427) (50,208) (68,974)
Operating Income (Loss) (205,580) (24,197) (8,455) (32,435)
Nonoperating Revenues (Expenses)
State appropriations 173,315 23,970 9,303 35,231
Refund to State - - - -
Transfers to/from System Administration (12,984) 49,089 (2,145) (2,658)
Gifts (including $30,830 from System Related Organizations) 15,691 1,639 239 592
Investment Income, net 33,273 2,545 6,809 4,249
Gain (loss) on disposal of capital assets 217 (92) (52) (12)
Interest expense (12,981) - (646) (258)
Other nonoperating revenues (expenses) (1,486) - - -
Federal grants and contracts 13,681 - - -
Total Nonoperating Revenues (Expenses) 208,726 77,151 13,508 37,144
Income (Loss) before other revenue (expenses) 3,146 52,954 5,053 4,709
Other Revenues (Expenses)
State appropriations restricted for capital purposes (3,047) - - -
Capital grants and gifts (including $3,060 from
System Related Organizations) 10,533 - - 2)
Additions to permanent endowments (including $181
from System Related Organizations) 3,018 - 21 26
Total Other Revenues (Expenses) 10,504 - 21 24
Increase (Decrease) in Net Assets 13,650 52,954 5,074 4,733
NET ASSETS
Net assets - beginning of year 679,340 48,697 108,353 85,782
Net assets - end of year $ 692,990 $ 101,651 $ 113,427 $ 90,515
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WNC GBC UNLV CSN NSC Eliminations TOTAL

$ 4,490 $ 2978 $ 154,525 $ 50,073 $ 6,244 $ - $ 328,805
76 1,874 47,999 1,271 1,603 (9,672) 186,353
982 474 12,219 6,428 423 - 35,345
12 779 332 465 14 . 28,122
- 66 1,470 60 147 - 17,108
16 ; - ; - ; 16
415 488 23,777 2,409 23 - 59,717
868 673 41,875 1,681 1,220 - 77,472
- - 47 - - - 196
160 - 5,456 961 28 - 28,028
7,019 7332 287,700 63,348 9,702 (9,672) 761,162
(21,710) (18,941) (324,146) (112,071) (13,329) - (907,282)
(675) (801) (13,484) (4,155) (353) - (34,203)
(5.978) (3,743) (83,199) (36,451) (7,213) 9,672 (287,746)
(4,758) (897) (27,232) (31,883) (3,272) - (101,044)
(1,421) (1,587) (37,253) (10,493) (1,059) - (92,557)
(52) : - : - : (52)
(34,594) (25,969) (485314) (195,053) (25,226) 9,672 (1,422,884)
(27,575) (18,637) (197,614) (131,705) (15,524) - (661,722)
18,204 16,291 169,727 90,154 12,888 - 549,083
- - - - (68) - (68)
(525) (541) (23,798) (5,609) (829) - -
283 492 14,969 857 237 - 34,999
799 596 32,400 6,622 824 - 88,117
@1 - (1,630) (36) - - (1,626)
(61) (93) (10,249) (64) - - (24,352)
- (264) 5,573 - (54) - 3,769
7,055 2,792 32,421 40,843 3,977 - 100,769
25,734 19,273 219413 132,767 16,975 - 750,691
(1,841) 636 21,799 1,062 1,451 - 88,969
- - - - - - (3,047)
- - 2,810 ©) 102 - 13,441
- - 59 16 - - 3,140
: - 2,869 14 102 - 13,534
(1,841) 636 24,668 1,076 1,553 - 102,503
42,986 45516 827,754 274,021 38,174 - 2,150,623
$ 41,145 $ 46,152 $ 852,422 $ 275,097 $ 39,727 $ - $2,253,126
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s Nevada System of Higher Education
1) | Single Audit Report
& °/ For the Year Ended June 30, 2012

Notes to the Supplementary Schedule of Expenditures of Federal Awards

Note 1:

The purpose of the Supplementary Schedule of Expenditures of Federal Awards is to
present a summary of the activities of the Nevada System of Higher Education for the year
ended June 30, 2012, which have been financed by the United States Government.

For the purpose of this Schedule, Federal awards have been classified into two types:

- Direct Federal awards
- Pass-through funds received from non-Federal organizations made under
Federally sponsored programs coordinated by those organizations

Because the Schedule presents only a selected portion of the activities of the Nevada
System of Higher Education, it is not intended to and does not present either the net
assets, revenues, expenses, changes in net assets, or changes in cash flows of the Nevada
System of Higher Education.

The Nevada System of Higher Education consists of:

University of Nevada, Reno University of Nevada, Las Vegas
Desert Research Institute Nevada State College

College of Southern Nevada Great Basin College

Truckee Meadows Community College Western Nevada College

Nevada System of Higher Education System Administration
The Schedule is prepared on the accrual basis of accounting.
The Schedule does not include inter-system pass-through funds.
Note 2:

The following schedule represents loans advanced by the System for the year ended June
30,2012:

Federal Perkins Loan Advances (CFDA Number 84.038): $1,295,030
Nursing Student Loan Advances (CFDA Number 93.364): $239,592
Health Professions Student Loan Advances (CFDA Number 93.342): $0

The Federal Perkins, Nursing Student Loan Programs (“NSL”’) and Health Professions
Student Loan Programs (“HPSL”) are administered directly by the System and balances
and transactions relating to these programs are included in the System’s financial
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statements. The balances of loans outstanding under the Perkins, NSL and HPSL
programs were $7,651,684, $934,813, and $379,195 respectively as of June 30, 2012.

Note 3:

For the fiscal year ended June 30, 2012, the System processed approximately
$276,090,549 in new loans under the Direct Lending Program (CFDA 84.268). Loan
amounts include subsidized and unsubsidized loans and Parent Loans for Undergraduate
Students (PLUS).

Note 4:

The total value of the Federal awards in the form of non-cash assistance during the fiscal
year ended June 30, 2012 was zero.
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Report of Independent Certified Public Accountants on Internal wowe GrarfThormton.cam

Control over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed
in Compliance with Government Auditing Standards

Board of Regents
Nevada System of Higher Education

We have audited the financial statements of the business-type activities and the aggregate discretely
presented component units of the Nevada System of Higher Education (the “System”) as of and for the
year ended June 30, 2012, which collectively comprise the System’s basic financial statements and have
issued our report thereon dated October 30, 2012. Our report was modified to include a reference to
other auditors. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America established by the American Institute of Certified Public Accountants and the
standards applicable to financial audits contained in Government Aunditing Standards, issued by the
Comptroller General of the United States. Other auditors audited the financial statements of DRI
Research Foundation, DRI Research Parks, Ltd., Truckee Meadows Community College Foundation,
Western Nevada College Foundation, Great Basin College Foundation, Rebel Golf Foundation, UNLV
Alumni Association, College of Southern Nevada Foundation, and the Nevada State College Foundation
as described in our report on the System’s financial statements. This report does not include the results
of other auditors’ testing of internal control over financial reporting or compliance and other matters that
are reported on separately by other auditors. The financial statements of the Practice Plans, DRI
Research Foundation, DRI Research Parks, Ltd., Truckee Meadows Community College Foundation,
Western Nevada College Foundation, Great Basin College Foundation, UNLV Research Foundation,
Rebel Golf Foundation, UNLV Alumni Association, College of Southern Nevada Foundation, and the
Nevada State College Foundation were not audited in accordance with Government Auditing Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the System’s internal control over financial
reporting as a basis for designing our audit procedures for the purpose of expressing an opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
System’s internal control over financial reporting. Accordingly, we express no such opinion.

A deficiency in internal control over financial reporting exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions,
to prevent or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the System’s financial statements will not be prevented, or
detected and corrected on a timely basis.
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Our consideration of internal control would not necessarily identify all deficiencies in internal control
over financials reporting that might be material weaknesses. Given these limitations, during our audit we
did not identify any deficiencies in the System’s internal control over financial reporting that we consider
to be material weaknesses. However, material weaknesses may exist that were not identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the System’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests did not disclose any instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

We noted certain matters that we have reported to management of the System in a separate letter dated
October 30, 2012.

This report is intended solely for the information and use of the audit committee, Board of Regents,
management, and federal awarding agencies and is not intended to be and should not be used by anyone
other than these specified parties.

G,a:m,?' 7% LLr

Reno, Nevada
October 30, 2012
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with Requirements That Could Have a Direct and Material Effect on
Each Major Program and on Internal Control over Compliance in
Accordance with OMB Circular A-133

Board of Regents
Nevada System of Higher Education

Compliance

We have audited the compliance of Nevada System of Higher Education (the “System”) with the types of
compliance requirements desctribed in the U.S. Office of Management and Budget (“OMB”) Circular A-133
Compliance Supplement that could have a direct and material effect on each of its major federal programs for
the year ended June 30, 2012. The System’s major federal programs are identified in the summary of
auditor’s results section of the accompanying Schedule of Findings and Questioned Costs. Compliance
with the requirements of laws, regulations, contracts, and grants applicable to each of its major federal
programs is the responsibility of the System’s management. Our responsibility is to express an opinion on
the System’s compliance based on our audit. Our audit of, and opinion on, the System’s compliance does
not include compliance requirements governing Federal Perking Loan Program repayments for the
University of Nevada, Las Vegas and College of Southern Nevada, under the Student Financial
Assistance cluster, because the System engaged ECSI to perform these compliance activities and
compliance requirements governing reporting requirements over Student Status Confirmation Reports
(SSCR) system-wide under the Student Financial Assistance cluster, because the System engaged National
Student Clearinghouse to perform these compliance activities. These third-party servicers have obtained a
compliance examination from another practitioner for June 30, 2012 in accordance with the U.S.
Department of Education’s Audit Guide, Audits of Federal Student Financial Assistance Programs at
Participating Institutions and Institution Servicers.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America established by the American Institute of Certified Public Accountants; the
standards applicable to financial audits contained in Government Aunditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the
audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the System’s compliance with
those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does
not provide a legal determination of the System’s compliance with those requirements.
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In our opinion, the System complied, in all material respects, with the requirements referred to above that
could have a direct and material effect on each of its major federal programs for the year ended June 30,
2012. However, the results of our audit procedures disclosed instances of noncompliance, described in
the accompanying Schedule of Findings and Questioned Costs as Findings 2012-01, 2012-02, and 2012-
04 through 2012-16, that are required to be reported in accordance with OMB Circular A-133.

Internal Control over Compliance

Management of the System is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the System’s internal control over
compliance with the requirements referred to above that could have a direct and material effect on a
major federal program as a basis for designing audit procedures for the purpose of expressing an opinion
on compliance, but not for the purpose of expressing an opinion of the effectiveness of the System’s
internal control over compliance. Accordingly, we express no such opinion.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness is a deficiency, or a combination of deficiencies,
in internal control over compliance such that there is a reasonable possibility that material noncompliance
with a type of compliance requirement of a federal program will not be prevented, or detected and
corrected on a timely basis.

Our audit was also not designed to identify all deficiencies in internal control over compliance that might
be significant deficiencies. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We identified certain deficiencies in internal control over compliance, described in the
accompanying Schedule of Findings and Questioned Costs as Findings 2012-01 through 2012-16, which
we consider to be significant deficiencies in the System’s internal control over compliance.

We did not audit the System’s written response to the matters described in the accompanying Schedule of
Findings and Questioned costs, and accordingly, we express no opinion on it.

This report is intended solely for the information and use of the audit committee, Board of Regents,
management, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

Gm?' 7% LLf

Reno, Nevada
October 30, 2012
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Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year ended June 30, 2012

SECTION I — SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type Of AUAItOLS” FEPOLT ISSUCH: ..ouverrivirieeiieeiriee ettt esaes unqualified

Internal control over financial reporting:
Matetrial Weakness IAENTTIEA? ...iouivviieiiiciceicececeeeteee ettt ettt et e te et e ebeeaeebeetesteereereereereereeresreeresneas no

Significant deficiency identified that are not considered to be material

WEAKIIESSESP ovieiiiiiiiietii i none reported
Noncompliance material to financial statements NOtEdP.......cvvcueeureiureeirererrecireerreeieeeeeeeeeeseeeene none reported
Federal Awards

Internal control over major programs:
Material weakness IdentifIed? .....c.ocucirieiriciniciiceree ettt no

Significant deficiency identified that are not considered to be material
WEAKIIESSESP ouviiviiveiiiiiis it bbb bbb bR bR yes

Type of auditors’ report issued on compliance for MAJOL PLOZLAMS: ....cucvvriveiuririmeerieeirieriereiireiiaeenaees unqualified

Any audit findings disclosed that are required to be reported in accordance
with section 510(a) Of CIrCULAr A-T337 ..ottt nes yes

Identification of major programs:

Student Financia Aid Cluster (CFDA 84.007, 84.032, 84.033, 84.037, 84.038, 84.063, 84.268,
84.375, 84.376, 84.379, 84.408, 93.264, 93.342, 93.364, 93.407, 93.408, and 93.925)
Research and Development Cluster (CFDA various)

Adult Education (CFDA 84.002)

Energy Efficiency and Renewable Energy Technology Deployment, Demonstration and
Commercialization, CFDA 81.129

Department of Health and Human Services Prevention and Wellness, CFDA 93.723
Prevention and Wellness — Communities Putting Prevention to Work Funding Opportunities
Announcement, CFDA 93.724

Dollar threshold used to distinguish between type A and type B programs:........ccoccvvcuvicrvicrrccinccnnes $3,000,000

Auditee qualified as IoW-1ISK AUAIEEEP ......cvvveviueiieeiriciriereeee ettt no
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Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2012

SECTION III — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING 2012-01 - Reporting

Federal Programs

Research and Development Cluster

University of Nevada, Las Vegas: CFDA 47.070 (Award CNS-1126688).

Desert Research Institute: CFDA 12.420 (Award W81XWH-11-2-0220); CFDA 12.431 (Award W9124R-11-
D-0211); CFDA 43.001 (Award NNX11AG89G).

Criteria

Federal Acquisition Regulation clause 52.204-10(c)(1) outlines prime recipient reporting requirements for the
Federal Funding Accountability and Transparency Act (FFATA). The requirement reads, “unless otherwise
directed, by the end of the month following the month of award of a first-tier subcontract with a value of
$25,000 or more, the Contractor shall report” relevant contract information.

Condition
We noted that both the Desert Research Institute and University of Las Vegas did not report sub-recipient
contracts timely.

Context

Testing at the Desert Research Institute identified three out of three FFATA reports examined were filed late.
Testing at the University of Nevada Las Vegas identified one out of three FFATA reports examined were
filed late. Good faith efforts were attempted to meet the reporting requirements but were not successful do
to technological problems. Good faith efforts documentation was not retained.

Questioned Costs
$0

Effect

Failure to submit required reports timely fails to honor the intent of the federal agency to provide
transparency for the sub-awards on usa.spending.gov, the website where reported information is available for
public viewing,.

Canse
The responsible parties did not submit the report prior to deadline or document their efforts to report the
sub-recipient contract.

Recommendation

We recommend that the Institutions design and implement processes and controls to ensure sub-recipient
contracts are communicated timely to those individuals responsible for reporting them. Furthermore, when
technological problems prevent timely reporting, we recommend these individuals document their attempts
to report as well as their communications with sponsoring agencies.
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Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2012

FINDING 2012-01 - Reporting - Continued

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

DRI Response
We concur with the finding; however attempts were made to get the information in the federal database in

order to report FFATA subcontracts. We did not document these attempts as we were not aware of the
requirements of A-133 documentation at the time of reporting (final audit supplement was not issued until
June 2012). We now have in place processes to document attempts to get the necessary information into the
federal database to report subcontracts timely.

UNLYV Response

UNLYV agrees with this recommendation. We understand the importance of timely reporting and have
implemented processes to assure reports are submitted in a timely fashion. FFATA reporting was a new
requirement in FY12, and the submission system and reporting requirements were new as well. The initial
report UNLV submitted was late due to investigations into the reporting process to assure our report was
accurate and submitted in the proper format. However, once we verified the requirements and how the
FFATA reporting system operated, all subsequent reports were submitted in a timely manner. We anticipate
all future reports will be timely, but if situations arise in the future that impact timely submission full
documentation will be retained.

FINDING 2012-02 - Equipment and Real Property Management

Federal Programs

Research and Development Cluster

University of Nevada, Reno: CFDA 93389 (Award 5P20RR018751-07); CFDA 93.887 (Award
1C76HF09847-01-01); CFDA 47.082 (Award PHY-0903847).

Criteria

OMB Circular A-110, Subpart C, .34(f)(1)(vili) outlines property management standards for equipment
acquired with federal funds. Amount other records, it states “equipment records shall be maintained
accurately and shall include” the “unit acquisition cost”.

Condition
We noted that the University of Nevada, Reno did not consistently fulfill this requirement.

Context

Testing at the University of Nevada, Reno identified three equipment purchases out of forty seven tested
that, while accurately recorded in expenditures, were not accurately recorded within the University’s
equipment subsidiary ledger.

Questioned Costs
$0

Effect

The compliance requirement to maintain equipment records at unit acquisition cost in the equipment
inventory records was not achieved for certain items.
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Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2012

FINDING 2012-02 - Equipment and Real Property Management - Continued

Cause
The responsible party failed to use the correct invoice price when recording the assets in the fixed asset
subsidiary ledger.

Recommendation
We recommend the University evaluate its current process and procedures for equipment and real property
management to better incorporate review procedures for items.

Views of Responsible Officials and Planned Corrective Actions (Unandited)
UNR Response

The three equipment purchases not accurately recorded within the University’s equipment subsidiary ledger
have been corrected in the system to reflect the accurate acquisition cost.

FINDING 2012-03 - Internal Control over Compliance (Repeat finding 2011-02 and 2010-04)

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2012

Criteria

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal entities
receiving Federal awards (i.e. auditee management) establish and maintain internal control designed to
reasonably ensure compliance with Federal Laws, regulations, and program compliance requirements.

Condition

We noted a lack of security administration related to the PeopleSoft application. Specifically controls were
lacking around restricting access as it relates to the PeopleSoft application over financial aid eligibility
configuration and student accounts at UNLV. In addition, change management documentation around
testing results and approval by users were not consistently available for the PeopleSoft application.

Context

During our testing of the information technology controls at UNLV surrounding PeopleSoft it was noted
that a programmer had access to live applications. In addition, documentation around testing results and
approval by users was not consistently available for the PeopleSoft application. The lack of security
administration controls could impact compliance requirements related to student eligibility, accuracy of award
amounts, disbursement processing, accuracy and timeliness of reporting.

Questioned Costs
$0
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Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2012

FINDING 2012-03 - Internal Control over Compliance (Repeat finding 2011-02 and 2010-04) -
Continued

Effect

Student data within the PeopleSoft application may be affected by unauthorized or inappropriate users having
access or users having conflicting roles or access levels. Student data may be affected by unauthorized,
inappropriate, or untested changes to the system which could result in non-compliance with student
eligibility, accuracy of award amounts, disbursement processing, as well as accuracy and timeliness of
reporting.

Canse
The issues identified are part of the implementation of PeopleSoft.

Recommendation
Programmers should be restricted from access to live applications and ensure proper documentation of
change management testing results and approval by users.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNLYV Response

UNLV agrees with this recommendation. Subsequent to the FY11 audit findings, procedures were
implemented to ensure periodic user access reviews are completed and password and system lockout
protocols are in place. The remaining user security issue noted in this finding is due to a single programmer
having specific job duties requiring access to the production environment which is not ideal, but can occur
due to limited technical resources. In order to address this ongoing conflict of responsibilities, a process is in
development that will grant the necessary access to the production environment based on approval for
limited, specified time periods to accomplish specific job functions on a case-by-case basis.

Regarding the inconsistency of change-management documentation around testing results and user approvals,
UNLYV categorizes change-management into three categories based on the nature of the system change being
implemented. These include NSHE-wide system modifications, UNLV-specific system modifications, and
Oracle/PS updates/bundle-fixes, etc. Due to the different nature of these types of system changes, the
documentation protocols established were not consistent. In order to address this finding, UNLV will revisit
the established protocols for documenting changes within these classifications and ensure sufficient
documentation requirements are met consistently.

FINDING 2012-04 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students (Repeat finding 2011-03)

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2012
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Year ended June 30, 2012

FINDING 2012-04 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students (Repeat finding 2011-03) - Continued

Criteria

34 CFR 668.22(f)(2)(i) requires that the total number of calendar days in a payment period or period of
enrollment includes all days within the period, except that scheduled breaks of at least five (5) consecutive
days are excluded from the total number of calendar days in a payment period or period of enrollment and
the number of calendar days completed in that period.

Condition

We noted that the University of Nevada, Las Vegas (UNLV) excluded 9 days for spring break in the return to
title IV calculation for the period of enrollment or the number of calendar days completed in period.
However, given that class was offered the Saturday before spring break only 8 days should be excluded from
calculation, which results in incorrect amount of Title IV aid returned.

Context

During our testing, for thirty-five out of sixty students selected for testing at the University of Nevada, Las
Vegas an incorrect percentage of aid earned was calculated as the PeopleSoft system excluded 9 days related
to spring break for the total spring 2012 semester and periods of enrollment from the first day of instruction.

Questioned Costs
$9,109

Effect
Return to Title IV funds were calculated incorrectly.

Canse
The admissions department included 9 days for spring break as a holiday in the PeopleSoft calendar that was
used to calculate the number of days in the semester in return to Title IV calculations.

Recommendation
We recommend the University re-compute student returns for all applicable students, an implement a more
comprehensive review process of return to title IV calculations including the calendar used as the basis for
the calculation.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNLYV Response

UNLYV agrees with this recommendation. The items in question were recalculated based on the corrected
calendar and funds were returned appropriately. For future terms, the calendar will be more carefully
reviewed with the Financial Aid and Registrar’s offices to verify the accuracy of the holiday break schedule to
include classes scheduled on Saturday.
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FINDING 2012-05 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students (Repeat finding 2011-05)

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2012

Criteria

34 CFR 668.22(j) states that the "Timeframe for the return of Title IV funds. (2) For an institution that is not
required to take attendance, an institution must determine the withdrawal date for a student who withdraws
without providing notification to the institution no later than 30 days after the end of the eatlier of the (i)
Payment period or period of enrollment, as appropriate, in accordance with paragraph (e)(5) of this section;
(i) Academic year in which the student withdrew; or (iii) Education program from which the student
withdrew.

Condition
We noted that the College of Southern Nevada, in nine instances, did not determine withdrawal date for
students who unofficially withdrew within 30 days of the semester end date.

Context
During our testing at College of Southern Nevada, it was noted for nine of twenty-five students tested, the
institutional determination date was more than 30 days after the semester end date.

Questioned Costs
$12,813

Effect
The College of Southern Nevada is not in compliance with federal regulation timeframes.

Canse

Due to a technical error in PeopleSoft, the query ran at the end of the semester to identify all students who
unofficially withdrew was not accurate; therefore, the return to Title IV form was not initiated within 30 days
after grades were due in the fall 2011 semester.

Recommendation
We recommend the University develop and implement policies to ensure return to Title IV calculations are
completed accurately and timely.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

CSN Response
The College of Southern Nevada concurs with this recommendation. During the Fall 2011 semester, CSN

recognized that Financial Aid staff required additional training and support to ensure successful
implementation of PeopleSoft. CSN contracted with Cedar Crestone (the NSHE consultant for PeopleSoft)
to provide 30 days of on-site support to assist staff to develop accurate compliance-related queries. The
technical error in PeopleSoft referred to in the finding has been corrected, and the department will use greater
care to ensure that compliance with the Return of Title IV funds is completed within the 30-day timeframe.
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FINDING 2012-05 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students (Repeat finding 2011-05) - Continued

Views of Responsible Officials and Planned Corrective Actions (Unandited) - Continued
CSN Response - Continued

Additional PeopleSoft queries were developed and are run during the semester to accurately and effectively
identify the students who have officially withdrawn and their date of withdrawal. When grades are posted at
the end of the semester, a query is processed to specifically identify those students who have unofficially
withdrawn and those students are captured at that time. These system changes ensure the accuracy of
identifying all withdrawn students for whom a Return to Title I1” calculation must be completed and that this
occurs within the specified deadline parameters. This recommendation has been implemented.

FINDING 2012-06 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn Students
(Repeat finding 2011-08; 2010-07)

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2012

Criteria or Specific Requirement
Per 34 CFR 668.22(j)(1), an institution must return the amount of Title IV funds for which it is responsible as
soon but no later than 45 days after the date of the institution’s determination that the student withdrew.

Condition

We noted that at the University of Nevada, Las Vegas, in five instances, and at the College of Southern
Nevada, in two instances, the institutions did not return the amount of title IV funds for which it is
responsible within 45 days.

Questioned Costs
$18,722

Context

During our testing at the University of Nevada, Las Vegas, for five of thirteen students tested, and at the
College of Southern Nevada, for two of twenty-five students tested, the date Title IV funds were returned
documented by Common Origination & Disbursement was more than 45 days from the documented
determination date of withdrawal.

Effect

The University of Nevada, Las Vegas and the College of Southern Nevada are not in compliance with federal
regulation timeframes.
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FINDING 2012-06 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn Students
(Repeat finding 2011-08; 2010-07) - Continued

Caunse

The refund of federal funds were deducted from the student account and student financial aid module in
PeopleSoft, but were not uploaded to COD within the 45 day requirement in the automated batch process
due to a technical error. The University runs an exception report at the end of each month resulting in
students being identified outside the 45 day requirement from the determination date of the student’s
withdrawal.

Recommendation
We recommend the Institutions’ develop and implement policies to ensure returned funds are accurate and
timely.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNLYV Response

UNLV agrees with this recommendation. In order to address ongoing compliance procedures including
accuracy and thorough and timely review, UNLV has added five positions (includes a Compliance
Coordinator) to the Financial Aid and Scholarships processing unit in FY13. Also, a key position (Associate
Director for Processing) was vacant due to turnover which is currently in the process of being filled. We fully
expect these additional resources to ensure timely and accurate compliance procedures are maintained.

CSN Response
The College of Southern Nevada concurs with the recommendation. During the Fall semester 2011, CSN

recognized that Financial Aid staff required additional training and support to ensure successful
implementation of PeopleSoft. CSN contracted with Cedar Crestone (the NSHE consultant for PeopleSoft)
to provide 30 days of on-site support to assist staff to develop accurate compliance-related queries. The
technical error that resulted in the failure to upload to COD within 45 days has been corrected. Queries have
been developed and are now run at various times during the semester to more accurately identify the dates of
official and unofficial student withdrawals. During Spring 2012, additional Financial Aid staff members were
reassigned to work on the R2T4 calculations to ensure timely completion, and at present additional staff is
being hired to work specifically with the R2T4 calculations. These measures will ensure that return of Title
IV funds will be calculated accurately and returned within the 45-day limit.

FINDING 2012-07 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn Students
(Repeat finding 2011-09)

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2012

Criteria or Specific Requirement

34 CFR 668.22(e) Calculation of the amount of Title IV assistance earned by the student- (1) General. The
amount of title IV grant or loan assistance that is earned by the student is calculated by- (i) Determining the
percentage of title IV grant or loan assistance that has been earned by the student, as described in paragraph
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FINDING 2012-07 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn Students
(Repeat finding 2011-09) - Continued

Criteria or Specific Requirement - Continued

(e)(2) of this section; and (ii) Applying this percentage to the total amount of Title IV grant or loan assistance
that was disbursed (and that could have been disbursed, as defined in paragraph (1)(1) of this section) to the
student, or on the student's behalf, for the payment period or petriod of enrollment as of the student's
withdrawal date.

Condition

In one instance at the University of Nevada, Las Vegas, we noted the incorrect amount of Title IV aid
disbursed was used in the calculation which resulted in an incorrect Title IV calculation and an incorrect
amount of funds returned.

Questioned Costs
CFDA 84.063 - $292

Context

During our testing at the University of Nevada, Las Vegas, for one of sixty students selected for testing, the
return to title IV calculation had an incorrect amount of aid disbutsed used in the calculation which resulted
in an incorrect amount returned.

Effect
Returned Title IV funds were calculated incorrectly.

Cause

The student's Pell amount disbursed was excluded from student financial aid module when return calculation
was generated due to a technical error in PeopleSoft, and; therefore, not included in return to Title IV
calculation.

Recommendation
We recommend the University implement a more comprehensive review process of the return to Title IV
form.

Views of Responsible Officials and Planned Corrective Actions (Unaundited)

UNLYV Response

UNLYV agrees with this recommendation. In the case of the one student calculation resulting in this specific
finding, the original returned funds calculation was actually processed correctly as the PeopleSoft software
automatically imports the correct amount of federal financial aid disbursed for the calculation. Unfortunately,
in this case a rare petition by the student resulted in a change to the official withdrawal date after the return
was initially calculated. This is a rare occurrence that the software is not able to ‘automatically’ adjust for and
so the original return calculation remained when the return was initially recalculated with the revised
withdrawal date. The return calculation was subsequently corrected and the additional funds were returned.

The additional staffing explained previously in response to finding 2012-06 will ensure more comprehensive
review of similar issues will occur.
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FINDING 2012-08 - Special Tests and Provisions: Borrower Data Transmission and Reconciliation
(Direct Loan) (Repeat finding 2011-12)

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster — CFDA 84.268

Award year ended June 30, 2012

Criteria

34 CFR 685.102(b), 685.301 and 303. Institutions must report all loan disbursements and submit required
records to the Direct Loan Servicing System (DLSS) via the Common Origination and Disbursement (COD)
within 30 days of disbursement (OMB No. 1845-0021). Each month, the COD provides institutions with a
School Account Statement (SAS) data file which consists of a Cash Summary, Cash Detail, and (optional at
the request of the school) Loan Detail records. The school is required to reconcile these files to the
institution’s financial records. Since up to three Direct Loan program years may be open at any given time,
schools may receive three SAS data files each month. (Note: The Direct Loan School Guide describes the
reconciliation process.)

The school is required to reconcile these files to the institution’s financial records.

Condition

The University of Nevada, Las Vegas did not perform the required reconciliation of SAS data file to the
Institution’s financial records. The University of Nevada, Reno performed the reconciliations between COD
and the Institution’s financial records, but did not document monthly variances investigated. The College of
Southern Nevada did not perform the required reconciliation of SAS data file to the Institution’s financial
records for nine of twelve months.

Context

Testing at the University of Nevada, Las Vegas, identified that the required reconciliation noted above was
not performed during the fiscal year ending June 30, 2012. Testing at the College of Southern Nevada
identified that the required reconciliation noted above was not performed for nine of twelve months for the
fiscal year ending June 30, 2012. Testing at the University of Nevada, Reno, identified that the required
reconciliation documentation noted above was not performed during the fiscal year ending June 30, 2012.

Questioned Costs
$0

Effect
The Universities do not comply with the specific requirements of Federal Regulation with respect to
reconciling the SAS data file to the institutions’ records.

Caunse

At the University of Nevada, Las Vegas, due to implementation of PeopleSoft, new student financial aid
system, there have been difficulties with information uploads to COD and the institution has not been able to
reconcile the student financial aid system, SAS data file and general ledger system in total at any given point-
in-time. The Student Financial Aid Office runs exception reports from the PeopleSoft system at least weekly,
investigates, and clears exceptions but is unable to perform reconciliation in total on a monthly basis due to
volume of system exceptions on a daily basis.
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FINDING 2012-08 - Special Tests and Provisions: Borrower Data Transmission and Reconciliation
(Direct Loan) (Repeat finding 2011-12) - Continued

Canse - Continued

At the College of Southern Nevada, due to implementation of PeopleSoft, new student financial aid system,
the institution was not able to reconcile the student financial aid system and SAS due to technical errors in
PeopleSoft for nine of twelve months during fiscal year ending June 30, 2012.

At the University of Nevada, Reno the reconciliation is not being documented by the University. The
Student Financial Aid office runs exception reports from COD, investigates, and clears exceptions but was
not aware of the need to document the reconciliation in total on a monthly basis.

Recommendation
We recommend the Universities implement processes to ensure reconciliation is being performed and
documented on a monthly basis.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNLYV Response

UNLYV agrees with this recommendation and priority will be given to implementing a documented monthly
reconciliation of the Direct Lending account with the additional staffing explained previously in response to
finding 2012-06.

For clarification, although a monthly reconciliation was not documented for review, the Direct Loan School
Account Statement Reconciliation Reports (SAS) are being reviewed and compared to institutional
transactional records daily/weekly for exceptions and corrected accordingly. Historical SAS transactions are
also being kept to demonstrate compliance within this area for future audit review.

UNR Response

The Financial Aid Office has implemented procedures to ensure the direct lending reconciliation is
performed and documented on a monthly basis. The Financial Aid Office has formed a loan team to work
together to ensure compliance with direct lending reconciliation.

CSN Response

The College of Southern Nevada concurs with this recommendation. The technical errors that occurred
during the implementation of the PeopleSoft system have been resolved. Additional procedures implemented
within the department have also helped to facilitate the overall reconciliation process. Since April 2012, and
through the start of the 2012-13 award-year the reconciliations have been successfully completed and
documented each month as required. This recommendation has been implemented.

FINDING 2012-09 - Special Tests and Provisions: Eligibility Testing (Repeat finding 2011-14)

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.268
Award year ended June 30, 2012
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FINDING 2012-09 - Special Tests and Provisions: Eligibility Testing (Repeat finding 2011-14) -
Continued

Criteria or Specific Requirement

34 CFR 685.203 (j). Maximum loan amounts. In no case may a Direct Subsidized, Direct Unsubsidzed, or
Direct PLUS Loan amount exceed the student’s estimated cost of attendance for the period of enrollment for
which the loan is intended, less - 1) The student’s estimated financial assistance for that period; and 2) In the
case of a Direct Subsidized Loan, the borrower’s expected family contribution for that period.

Condition

During our testing of student files at the University of Nevada, Reno and at the College of Southern Nevada
we identified three instances where the student’s cost of attendance was incorrect in the calculation of eligible
student financial aid.

Questioned Costs
CFDA 84.268 - $4,239

Context

For one of sixty students selected for testing at the University of Nevada, Reno and for two of fifty-eight
students selected for testing at the College of Southern Nevada, the amount included as the cost of
attendance were incorrect.

Effect

The instance noted at the University of Nevada, Reno resulted in an over award of federal funds. The two
instances noted at the College of Southern Nevada did not result in an over award of federal funds; however,
the operating ineffectiveness of controls over this process and the incorrect application of the cost of
attendance could result in a student receiving federal funds greater than their need.

Canse

One error at the College of Southern Nevada was a result of the cost of attendance defaulting to an incorrect
amount due to the incorrect designation of the student’s living status (with parent vs. off campus) in the
student’s account due to the PeopleSoft system not uploading the student’s status from their ISIR correctly.
The other error at the College of Southern Nevada resulted from a technical error in the PeopleSoft system,
where the student’s status changed from out-of-state to in-state before the census date, but was not updated
for the student’s budget. The error at the University of Nevada, Reno resulted from the student’s status
changing from out-of-state to in-state and three-quarter time to full-time before the census date, but was not
updated for the student’s budget. The University of Nevada, Reno’s PeopleSoft system does not
automatically update the student’s budget due to these changes and the institution did not have a process in
place to identify student’s to be manually updated.

Recommendation

We recommend the Institutions ensure system edit checks are operating effectively and producing accurate
information to avoid an over award of funds.
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FINDING 2012-09 - Special Tests and Provisions: Eligibility Testing (Repeat finding 2011-14) -
Continued

Views of Responsible Officials and Planned Corrective Actions (Unandited)
CSN Response

The College of Southern Nevada concurs with this recommendation. To find changes in a student’s status
that would affect their financial aid award, (e.g., change in living status--with parent vs. off campus; or change
from out-of-state to in-state status; etc.) queries are being developed to run on a monthly basis to capture
these changes. Once identified, the student’s file will be reviewed to ensure that an over-award situation has
not occurred. It is important to note that these types of changes do not typically occur after the census date
and a monthly review will be sufficient to capture these rare student changes.

On another note, students who apply for a Direct Stafford Loan or College Work Study funds automatically
have their Cost of Attendance reviewed to ensutre that an over-award does not occur. This is a manual
process undertaken by Financial Aid staff.

UNR Response

UNR concurs with this recommendation and the Office of Admissions and Records implemented a process
to report student status changes to the Financial Aid Office when a student’s status changes from out-of-state
to in-state to ensure the student’s budget is correct and any adjustment to a student’s award can be
performed.

FINDING 2012-10 - Loan Disbursement Notification Requirements (Repeat finding 2011-15;
2010-15)

Federal Programs

Department of Education

Student Financial Assistance Cluster - CFDA 84.032
Award year ending June 30, 2012

Criteria or Specific Requirement

Per 34 CFR 668.165 (a) Notices. (2) Except in the case of a post-withdrawal disbursement made in
accordance with §668.22(a)(5), if an institution credits a student's account at the institution with Direct Loan,
FFEL, Federal Perkins Loan, or TEACH Grant Program funds, the institution must notify the student or
patent of— (i) The anticipated date and amount of the disbursement; (ii) The student's right or parent's right
to cancel all or a portion of that loan, loan disbursement TEACH Grant, or TEACH Grant disbursement and
have the loan proceeds returned to the holder of that loan, the TEACH Grant proceeds returned to the
Secretary. However, if the institution releases a check provided by a lender under the FFEL Program, the
institution is not required to provide this information; and (iii) The procedures and time by which the student
or parent must notify the institution that he or she wishes to cancel the loan, loan disbursement, TEACH
Grant, or TEACH Grant disbursement.

Condition

We noted that the University of Nevada, Reno had three instances where required notifications were not sent
for the TEACH grant or Perkins Loans and the College of Southern Nevada had two instances where either
the required notifications were not sent or was missing required information for Direct Loans.
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FINDING 2012-10 - Loan Disbursement Notification Requirements (Repeat finding 2011-15;
2010-15) - Continued

Questioned Costs
$0

Context

For three of sixty students selected for testing at the University of Nevada, Reno, the required
communication was not sent. For two of twenty-five students selected for testing at the College of Southern
Nevada, the required communication was wither not sent or was missing required information.

Effect
The College did not comply with the specific requirements of Federal Regulations with respect to
communications with students.

Cause

At the University of Nevada, Reno, due to implementation of PeopleSoft, new student financial aid system,
the system was not set up to send notifications for the TEACH grant or Perkin’s Loans. At the College of
Southern Nevada, due to implementation of PeopleSoft, new student financial aid system, the system was not
set up properly to send notifications with the required information.

Recommendation
We recommend the Institution develop policies and procedures to ensure these required communications are
sent to all students receiving TEACH grant, Perkin’s Loans funds, or all types of Direct Loans.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNR Response
UNR concurs with this recommendation. The Financial Aid Office has changed the set up in PeopleSoft so

that communications are sent out to the TEACH grant and Perkin’s Loans recipients to notify them of their
rights to cancel their award.

CSN Response
The College of Southern Nevada concurs with this recommendation. The college has solved the technical

problem associated with the 30-day loan notifications and the system is now working properly. Additional
programming staff is being recruited for Student Financial Services to ensure that technical issues once
identified can be addressed without undue delay. This recommendation has been implemented.

FINDING 2012-11 - Special Tests and Provisions: Disbursements to/Behalf of the Students (Direct
Loans and Pell Grants) (Repeat finding 2011-18)

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.063 and CFDA 84.268
Award year ended June 30, 2012
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FINDING 2012-11 - Special Tests and Provisions: Disbursements to/Behalf of the Students (Direct
Loans and Pell Grants) (Repeat finding 2011-18) - Continued

Criteria

Per 34 CFR 690.83 (b)(1) An institution shall report to the Secretary any change in the amount of a grant for
which a student qualifies including any related Payment Data changes by submitting to the Secretary the
student's Payment Data that discloses the basis and result of the change in award for each student. The
institution shall submit the student's Payment Data reporting any change to the Sectetary by the reporting
deadlines published by the Sectretary in the Federal Register. (2) An institution shall submit, in accordance
with deadline dates established by the Secretary, through publication in the Federal Register, other reports
and information the Secretary requires and shall comply with the procedures the Secretary finds necessary to
ensure that the reports are correct.

Per 34 CFR 685.301(¢), a school must submit the initial disbursement record for a loan to the Secretary no
later than 30 days following the date of the initial disbursement. The school must submit subsequent
disbursement records, including adjustment and cancellation records, to the Secretary no later than 30 days
following the date the disbursement, adjustment, or cancellation is made.

Condition
The University of Nevada, Reno did not submit Pell disbursement information to the Department of
Education’s Common Origination and Disbursement (COD) in a timely manner.

The College of Southern Nevada did not submit Pell and Direct Loan disbursement information to the
Department of Education’s Common Origination and Disbursement (COD) in a timely manner.

Context
Testing at the University of Nevada, Reno identified two of sixty students selected for testing where the Pell
disbursement was not communicated to COD within 30 days as required by federal regulation.

Testing at the College of Southern Nevada identified thirteen of twenty-five students selected for testing
where the Pell disbursement was not communicated to COD within 30 days as required by federal regulation
and one of twenty-five students selected for testing where the Direct Loan disbursement was not
communicated to COD within 30 days as required by federal regulation.

Questioned Costs
$0

Effect
Disbursement records were not reported to the Department of Education within the required timeframe
designated in the federal regulations.

Canse
At the University of Nevada, Reno and College of Southern Nevada, uploads were made after the 30 day
requirement due to difficulties with the implementation of PeopleSoft.

Recommendation

We recommend the University develop and implement policies and procedures to ensure the required
information is uploaded to COD in a timely manner and documented.
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FINDING 2012-11 - Special Tests and Provisions: Disbursements to/Behalf of the Students (Direct
Loans and Pell Grants) (Repeat finding 2011-18) - Continued

Views of Responsible Officials and Planned Corrective Actions (Unandited)
UNR Response

The Financial Aid Office has developed policies and procedures to ensure that Pell disbursement information
is submitted to the Department of Education’s Common Origination and Disbursement (COD) in a timely
manner.

CSN Response

The College of Southern Nevada concurs with this recommendation. CSN has implemented procedures that
require upload of records to COD at a minimum on a weekly basis. Over time, the staff’s expertise in dealing
with the PeopleSoft information system has steadily increased. Problems that occur with file exports and
imports are now recognized earlier and corrected immediately. Due to these measures, this recommendation
has been resolved.

FINDING 2012-12 - Reporting (Repeat Finding 2011-07)

Federal Program

Department of Education

Student Financial Assistance Cluster
Award year ending June 30, 2012

Criteria

Federal Perkins Loan (34 CFR 674.19), Federal Work Study (34 CFR 675.19) and FSEOG (34 CFR 676.19)
require submission of an annual Fiscal Operations Report and Application (FISAP) report to the Department
of Education. This electronic report is required to be submitted annually to report on the use of funds
received in the prior year and apply for funds for the next year for campus-based programs. FISAPs are
required to be submitted by October 1 following the end of the award year. The OMB A-133 Compliance
Supplement identifies key line items in the report that contain critical information.

Condition

We noted that the University of Nevada, Reno did not report accurate students numbers in Part II,
Section D, field 7 (a) and (b) and Part V, Section F, fields 22 of the FISAP report. We noted that the
University of Nevada, Las Vegas did not report accurate tuition and fee revenue in Part II, Section E, field 22

(a) and (b).

Context

The University of Nevada, Reno, and the University of Nevada, Las Vegas did not accurately complete the
FISAP report

Questioned Costs
$0

Effect

Reporting inaccurate information could impact the funding awarded for the next award year ending June 30,
2013.
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FINDING 2012-12 - Reporting (Repeat Finding 2011-07) - Continued

Cause

At the University of Nevada, Reno, for the student headcount numbers in Part 11, Section D, the Student
Financial Aid office used estimated information from the Planning Budget and Analysis office and did not
update the amounts to actual headcount as the change was not communicated to the Student Financial Aid
office. The student headcount number in Part V Section F was keyed in error and was not noted in the
review of the Report.

At the University of Nevada, Las Vegas, the PeopleSoft query used to produce the tuition and fees amount
report in Part II, Section E was duplicating revenue balances and was not noted in the review of the Report.

Recommendation

We recommend the Institution educate those responsible for completing the FISAP report on the key line
items in the report that contain critical information. Accurate supporting documentation for each of these
items should be compiled and maintained.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNR Response
UNR understands this recommendation. The Office of Planning, Budget and Analysis will work

cooperatively with the Financial Aid Office to ensure actual headcount numbers are provided each year for
the FISAP.

UNLYV Response

UNLYV agrees with this finding. The query supporting the data in question has been adjusted and validated
and the corrected information will be reported prior to the deadline of December 15, 2012. The focus of the
review of the FISAP has traditionally been on the reconciliation and accuracy of the reported financial aid
program data and so, unfortunately in this case, the institutional profile information that is the subject of this
finding (which is not traditionally complicated to report) was overlooked in the review process. For future
reporting periods; however, this item will receive the same level of review as the other data reported.

FINDING 2012-13 - Verification and Updating of Student Aid Application Information

Federal Programs

Department of Education

Student Financial Assistance Cluster
Award year ending June 30, 2012

Criteria or Specific Requirement

Per CFR 668.59(a) states that for the subsidized student financial assistance programs, if an applicant's
FASFA information changes as a result of verification, the applicant or the institution must submit to the
Secretary any changes to- (1) A nondollar item; or (2) A single dollar item of $25 or more.

Condition
The institution did not propetly update FASFA information as a result of verification.
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FINDING 2012-13 - Verification and Updating of Student Aid Application Information - Continued

Questioned Costs
$0

Context

During our testing at the College of Southern Nevada, it was noted that for nine of fifty-eight students tested,
the institution did not properly update FASFA information. For three students, the number of household
was not properly updated per the information submitted for verification. For three students, the amount of
untaxed income or benefits was not properly updated on the ISIR to reflect what was reported on the
verification worksheet and tax return. For one student, the amount of income verified was not properly
reflected on the ISIR. For one student, the amount of untaxed income and benefits in addition to the AGI
verified was not updated to be propetly reflected in the ISIR.

During our testing at the University of Nevada, Las Vegas, it was noted that for six out of seventy-one
students tested, the institution did not propetly update FASFA information. For one student, the number of
household was not properly updated per the information submitted for verification. For four students, the
amount of untaxed income or benefits was not properly updated on the ISIR to reflect what was reported on
the verification worksheet and tax return. For one student, the amount of AGI verified was not propetly
reflected on the ISIR.

Effect
The College of Southern Nevada and University of Nevada, Las Vegas is not in compliance with federal
regulations related to items required for verification.

Cause

At the College of Southern Nevada, one instance was due to typographical error by personnel processing the
information for which amount was entered into ISIR incorrectly. Other instances were due to oversight by
personnel processing information. Oversight was a result of institution terminating an internal verification
review checklist due to the implementation of PeopleSoft.

At the University of Nevada, Las Vegas, instances were due to oversight by personnel processing
information.

Recommendation
We recommend the College implement policies to ensure updating of student aid application information is
accurate.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

CSN Response
The College of Southern Nevada concurs with this recommendation. With the implementation of the

PeopleSoft system, new ways to verify had to be established. An internal verification review checklist utilized
with the SIS system was initially discarded. Over time it was realized that a review checklist was helpful to
ensuring verification accuracy, and the “old” list was modified to work with the new PeopleSoft system.
Additional queries have also been developed and staffing in the verification area has been strengthened.
Finally, a departmental audit function was started whereby the supervisor will pull a certain number of files to
check for accuracy and to determine if there are common errors that might occur that would indicate that
additional targeted training might be necessary. This multi-pronged approach will ensure that accuracy and
timeliness are maintained.
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FINDING 2012-13 - Verification and Updating of Student Aid Application Information - Continued

Views of Responsible Officials and Planned Corrective Actions (Unaudited) - Continued

UNLYV Response

UNLV agrees with this recommendation. In order to address ongoing compliance procedures including
accuracy and thorough and timely review, UNLV has added five positions (includes a Compliance
Coordinator) to the Financial Aid and Scholarships processing unit in FY13. Also, a key position (Associate
Director for Processing) was vacant due to turnover which is currently in the process of being filled. We fully
expect these additional resources to ensure timely and accurate compliance procedures are maintained.

The additional staff will allow greater office administrative capability, training opportunities, and cross
checking of work for accuracy to minimize future compliance concerns.

FINDING 2012-14 - Special Tests and Provisions: Enrollment Reporting (Repeat finding 2011-16)

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.268
Award year ended June 30, 2012

Criteria

Per 34 CFR 685.309, upon receipt of a student status confirmation report from the Secretary, complete and
return that report to the Secretary within 30 days of receipt; and unless it expects to submit its next student
status confirmation report to the Secretary within the next 60 days, notify the Secretary within 30 days if it
discovers that a Direct Subsidized, Direct Unsubsidized, or Direct PLUS Loan has been made to or on behalf
of a student who:

Enrolled at that school but has ceased to be enrolled on at least a half-time basis;

Has been accepted for enrollment at that school but failed to enroll on at least a half-time basis for the
period which the loan was intended; or

Has changed his or her permanent address.

Condition

The College of Southern Nevada had thirteen instances and the University of Nevada, Reno had one
instance, where student statuses reported on NSLDS “Enrollment Detail” report did not accurately reflect
student’s enrollment status as presented in the Student Financial Aid system.

Context

Testing at the College of Southern Nevada identified thirteen of twenty five students selected for testing
where the status of “Less Than Half Time” was reported to NSLDS even though students were withdrawn
from the institution.

For one out of twenty five students selected for testing at the University of Nevada, Reno, the status of
"Withdrawn" was reported to NSLDS even though student had graduated from the institution.

Questioned Costs
$0
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FINDING 2012-14 - Special Tests and Provisions: Enrollment Reporting (Repeat finding 2011-16) -
Continued

Effect
The University did not comply with the specific requirements of Federal Regulations with respect to student
status communications to the Secretary.

Caunse

For the instance at the University of Nevada, Reno, the student's graduation was certified after the graduation
file was uploaded to clearinghouse and no mechanism was place to ensure graduates certified after the
original graduation file were reported to NSLDS within the required 30 days.

For the instances noted at the College of Southern Nevada, the students’ enrollment status upload to the
clearinghouse was incorrectly programmed in PeopleSoft to reflect students withdrawn stated as “Less than
Half Time” instead of “Withdrawn”

Recommendation
We recommend the institutions develop policies and procedures to ensure student status changes are
uploaded and reported accurately to the clearinghouse.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)
CSN Response

The College of Southern Nevada concurs with this recommendation. In identifying the technical issues that
related to the programming issue, CSN reached out to the other NSHE institutions that were experiencing
similar errors. Multiple technical issues were remedied as they relate to the National Clearinghouse
Enrollment Reports. Since those corrections/adjustments have been made this problem has been resolved.
This recommendation has been completed.

UNR Response
The Office of Admissions and Records has developed policies and procedures to ensure student status

changes are uploaded and reported accurately to the clearinghouse.

FINDING 2012-15 - Special Tests and Provisions: Enrollment Reporting (Repeat finding 2011-17)

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.268
Award year ended June 30, 2012
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Criteria

Per 34 CFR 685.309, upon receipt of a student status confirmation report from the Secretary, complete and
return that report to the Secretary within 30 days of receipt; and unless it expects to submit its next student
status confirmation report to the Secretary within the next 60 days, notify the Secretary within 30 days if it
discovers that a Direct Subsidized, Direct Unsubsidized, or Direct PLUS Loan has been made to or on behalf
of a student who:

Enrolled at that school but has ceased to be enrolled on at least a half-time basis;

Has been accepted for enrollment at that school but failed to enroll on at least a half-time basis for the
period which the loan was intended; or

Has changed his or her permanent address.

Condition

The College of Southern Nevada failed to report status changes for a period in excess of 30 days
November 30, 2011 to January 21, 2012.

Context

Status changes for twenty-five students occurring at the College of Southern Nevada from December 1,
2011to December 22, 2011 would not have been submitted to the clearinghouse within the 30-day
compliance requirement.

Questioned Costs
$0

Effect
The University did not comply with the specific requirements of Federal Regulations with respect to student
status communications to the Secretary.

Cause

With the implementation of PeopleSoft, registration and student financial aid system, the College experienced
a technical error during the upload of the enrollment files to the clearinghouse in December 2011 that
required the College to make multiple upload attempts causing the upload to be more than 30 days from the
last upload.

Recommendation

We recommend the College of Southern Nevada develop policies and procedures to ensure student status
changes are reported in a timely manner and test the controls put in place to ensure they are operating
effectively.
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Continued

Views of Responsible Officials and Planned Corrective Actions (Unandited)
CSN Response

The College of Southern Nevada concurs with the recommendation. Each academic year, CSN submits a
transmission calendar and an enrollment verification report is forwarded to the National Student
Clearinghouse on a monthly basis. Due to a technical issue that occurred at the end of Fall 2011 term, the
enrollment verification report did not pull the required information. It took the combined efforts of the
institution, consultant Cedar Crestone and NSHE System Computing Services to ultimately correct the
problem. The National Student Clearinghouse was notified of the technical issues and after multiple attempts
to send this report, the Fall 2011 file was finally successfully processed on January 26, 2012. The situation
cited was an isolated one, and the technical issue has been resolved. This recommendation has been
implemented.

FINDING 2012-16 - Special Tests and Provisions - Disbursements to or on behalf of Students

Federal Program

Department of Education(ED)
Student Financial Assistance Cluster
Award year ending June 30, 2012

Criteria

34 CFR 668.164(h) - Returning funds. (1) Notwithstanding any State law (such as a law that allows funds to
escheat to the State), an institution must return to the Secretary, lender, or guaranty agency, any Title IV,
HEA program funds, except FWS program funds, that it attempts to disburse directly to a student or parent
but the student or parent does not receive or negotiate those funds. For FWS program funds, the institution
is required to return only the Federal portion of the payroll disbursement. (2) If an institution attempts to
disburse the funds by check and the check is not cashed, the institution must return the funds no later than
240 days after the date it issued that check

Condition

The University of Nevada- Reno has not implemented internal controls designed to ensure the timely return
of Title IV funds to ED.

Context

During our testing at the University of Nevada- Reno, it was noted that no review of outstanding Title IV
checks to students is performed to ensure checks not cashed are returned within the required 240 days after
the date they are issued.

Questioned Costs
$0

Effect

Although no compliance issue was noted during our testing, the operating effectiveness of controls over this
process could result in the University returning required funds to the Department of Education in an
untimely manner.
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FINDING 2012-16 - Special Tests and Provisions - Disbursements to or on behalf of Students -
Continued

Canse
The Cashiers office, department responsible for preparing the listing of outstanding Title IV checks, has been
short-staffed due to employee turnover. As such, these procedures have not been performed.

Recommendation
We recommend the University implement processes to ensure outstanding check listings for Title IV funds
are reviewed to ensure timely return of funds to ED.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNR Response
As a result of this finding we are rewriting campus procedures for handling stale dated checks. This process

will review the checks to determine if the students for whom the checks were issued involved Title IV
funding. When and if such are identified the funds will be refunded to the Department of Education. In
addition, we are redefining the responsibility for this review.
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FINDING 2011-01 - Significant Deficiency

Criteria

Internal controls related to financial reporting, effected by the System’s Board of Regents, management and
other personnel, should be designed to provide reasonable assurance the financial statements are free of
material misstatement.

Condition

Internal Controls over Financial Statement preparation

During our audit of the System-wide financial statements, we noted several errors in the financial statements
that were not prevented by the System’s current processes and internal controls. Among the errors identified
were inaccurate inter-entity eliminations of revenue and expense for federal awards passed between certain
institutions, incomplete disclosures in the statement of cash flows for investment gains and loss on disposal
of assets, missing information from institutions in the functional expense and property under capital lease
disclosures, and system related organization disclosures missing reclassifications to prior year information to
conform to current year presentation. Those issues have subsequently been corrected.

Canse
Current processes and internal controls over the preparation of the System-wide financial statements do not
include comprehensive review and validation of institutionally-provided information at the System level.

Effect

Preventable errors were identified in the System-wide financial statements requiring subsequent correction.

Recommendation
We recommend existing processes and internal controls be enhanced such that these errors are prevented in
the future.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)
We agree with the recommendation. Current staff assignments are not adequate to perform the requested
procedures. The System Office will evaluate alternatives to provide the support recommended.

Status
Corrective action taken.

FINDING 2011-02 - Internal Control over Compliance (Repeat finding 2010-04)

Federal Programs

Department of Education and Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2011

Criteria

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal entities
receiving Federal awards (i.e., auditee management) establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance requirements.
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FINDING 2011-02 - Internal Control over Compliance (Repeat finding 2010-04) - Continued

Condition

We noted a lack of security administration and program maintenance policies and procedures related to the
PeopleSoft application.  Specifically, controls were lacking around passwords and restricting access as it
relates to the PeopleSoft application over financial aid eligibility configuration at UNLV. It was also noted
that there are no periodic user access reviews conducted for PeopleSoft or supporting systems. Change
management documentation around testing results and approval by users was not consistently available for
the PeopleSoft application.

Context

Testing of the information technology controls at UNLV surrounding PeopleSoft identified two terminated
user accounts that had access to PeopleSoft servers. In addition, one terminated user and one business
process user had access to PeopleSoft’s PeopleTools. It was also noted that programmers had access to live
applications. Password and account lockout controls for the PeopleSoft application were not currently in
place. Documentation around testing results and approval by users was not consistently available for the
PeopleSoft application

Effect

Data validity may be affected by unauthorized or inappropriate users having access or users having conflicting
roles or access levels. Data validity may be affected by unauthorized, inappropriate, or untested changes to
the system.

Canse
The issues identified are part of the implementation of PeopleSoft and the lack of a robust post
implementation clean-up process.

Recommendation

Security policies and procedures should be established and communicated including restricting access rights
to appropriate users. The policies and procedures should include periodic user access review. Security
administration and program maintenance policies and procedures should be formally documented for the
PeopleSoft application. Programmers should be restricted from access to live applications.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNLYV Response

UNLYV agrees with this recommendation. As is commonly the case, the implementation and ‘go-live’ period
for a new institutional system of this magnitude is a very dynamic time period. Throughout the
implementation and go-live process, the UNLV Office of Information Technology made best efforts to
maintain complete documentation of processes as they were initially developed and implemented. Now that
the system is stabilized in its second year of operation at UNLV, the department has transitioned into
maintenance and support role which will include revisiting processes and associated documentation ensuring
that system maintenance procedures are cleatly and accurately documented and maintained as needed.

The specific user permissions findings identified above were corrected at that time. The UNLV Office of
Information Technology has now documented the established application security procedures to address user
access controls, user profile maintenance and password controls for the PeopleSoft system. Procedures for
periodic user access reviews have been established and are in process of being implemented across all
PeopleSoft functions.

Status
Repeat finding 2012-01.
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FINDING 2011-03 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2011

Criteria

34 CFR 668.22(f)(2)(i) requires that the total number of calendar days in a payment period or period of
enrollment includes all days within the period, except that scheduled breaks of at least five (5) consecutive
days are excluded from the total number of calendar days in a payment period or period of enrollment and
the number of calendar days completed in that period.

Condition

We noted that the University of Nevada, Las Vegas (UNLV) did not exclude spring break (scheduled break
greater than five days) in the Return to Title IV calculation, in either the period of enrollment or the number
of calendar days completed in the period.

Context

Testing at the University of Nevada, Las Vegas indicated eight of twenty-four students selected for testing,
had an incorrect percentage of aid earned calculation as the PeopleSoft system automatically calculated the
number of days in the spring 2011 semester and periods of enrollment from the first day of instruction until
the last day of exams, not excluding any scheduled breaks.

Questioned Costs
$4,130

Effect
Return to Title IV funds were calculated incorrectly.

Canse

The admissions department did not include spring break as a holiday in the PeopleSoft calendar that was used
to calculate the number of days in the semester in Return to Title IV calculations. As a result of the new
software conversion to PeopleSoft, the admissions department was not aware that the calendar entered was
used by the system for the Return to Title IV calculation.

Recommendation
We recommend the Institution re-compute student returns for all applicable students, and implement a more
comprehensive review process of Return to Title IV calculations including the calendar used as the basis for
the calculation.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNLYV Response

UNLYV agrees with the recommendation. This finding was attributable to improper program set up within
the PeopleSoft system. Since the PeopleSoft system was new, it was difficult to discover this error until the
error actually occurred. Consultants that where hired to help bring up the PeopleSoft system at UNLV did
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FINDING 2011-03 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students - Continued

Views of Responsible Officials and Planned Corrective Actions (Unaudited) - Continued

UNLYV Response - Continued
not discuss how the holiday break calendar functioned within the Records Office and in relation to the
Return of Title IV (R2T4) fund calendar dates within the Financial Aid & Scholarships Office.

When UNLV determined the number of calendar days were incorrect, all R2T4 calculations for the spring
2011 semester were re-reviewed and adjusted, if necessary. At this time, there are no outstanding Title IV
funds which must be returned back to the U.S. Department of Education based upon this finding.

The Financial Aid & Scholarships Office has already provided programming staff from the Record’s Office
the correct number of days to be excluded for the upcoming spring 2012 semester. No R2T4’s will be started
for the spring 2012 semester unless the holiday break calendar has been confirmed as updated within the
PeopleSoft system.

The Financial Aid & Scholarships Office will also annually confirm holiday calendar breaks each term. This
confirmation will ensure R2T4 break in attendance calculations are accurate for future terms.

Status
Repeat finding 2012-04.

FINDING 2011-04 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2011

Criteria

34 CFR 668.22(c) states that the “Withdrawal date for a student who withdraws from an institution that is not
required to take attendance: (1) For purposes of this section, for a student who ceases attendance at an
institution that is not required to take attendance, the student’s withdrawal date is— (i) The date, as
determined by the institution, that the student began the withdrawal process prescribed by the institution.”

Condition
We noted that the University of Nevada, Las Vegas, University of Nevada, Reno (UNR), and College of
Southern Nevada (CSN) used incorrect withdraw dates in Return to Title IV calculations.

Context

During our testing at University of Nevada, Las Vegas, it was noted for one of eighty-four student selected
for testing, the Return to Title IV form had an incorrect withdrawal date. During our testing at University of
Nevada, Reno, it was noted for two of forty-nine students selected for testing, the Return to Title IV forms
had incorrect withdrawal dates. During our testing at College of Southern Nevada, it was noted for one of
one hundred seven students selected for testing, the Return to Title IV form had an incorrect withdrawal
date.

Questioned Costs
$52.81
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FINDING 2011-04 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students - Continued

Effect
The Return to Title IV funds were calculated incorrectly.

Cause
The withdrawal dates were entered incorrectly into the Return to Title IV calculations by personnel
processing the calculation due to typographical errors.

Recommendation
We would recommend implementing a more comprehensive review process of the Return to Title IV
calculations.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNLYV Response

UNLYV agrees with this recommendation. This record was adjusted to represent the correct withdrawal date
when the error was found. At this time, there are no outstanding Title IV funds which must be returned back
to the U.S. Department of Education based upon this finding.

The PeopleSoft programming within R2T4 does not import the student’s withdrawal date from the Records
module of information. This is a programming deficiency that we hope Oracle will correct in the future. At
this time, an employee must manually enter the correct withdrawal date. This opens up the R2T4 calculation
to potential human error. The overwhelming majority of withdrawal dates were entered appropriately and
correctly.

To minimize or prevent such errors in the future, a supervisor will conduct random reviews of R2T4
calculations for accuracy to minimize future audit findings.

UNR Response
The Financial Aid Office recognizes that there have been past issues with the processing of return of Title IV

aid. To remedy these issues for the 2011-2012 academic year and to ensure that funds are returned in a timely
manner, the following procedures have been implemented. The R2T4 module that is available as a part of
PeopleSoft will be used in combination with reports designed to identify which students have withdrawn
from the university. A team of three staff members have been assigned to monitor the Return of Title IV
funds. This team will meet on a regular basis to review the reports and process the return of aid as necessary.

CSN Response
The College of Southern Nevada (CSN) concurs with this finding. The department will use greater care to

accurately and appropriately record information on the Return to Title IV form to ensure that funds are
calculated correctly.

The Return of Title IV funding is a comprehensive process and federal guidelines and requirements must be
closely monitored and administered at the campus level. Over the past several years, CSN has experienced a
significant growth in the number of students who avail themselves of the use of Title IV. The numbers of
applications, along with the stringent requirements for student eligibility that had to be applied to each, and
the manual processing that was being utilized, all were contributing factors to the huge increase in workload.
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FINDING 2011-04 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students - Continued

Views of Responsible Officials and Planned Corrective Actions (Unandited) - Continued

CSN Response - Continued

CSN has increased staffing levels in this area for added administrative support for the oversight and
coordination of these students. The addition of these staff will allow for some redundancy in work processes,
enhanced quality assurance and review of data entry, and an overall assistance with the increased workload.
CSN has also developed procedures for processing the Return of Title IV funding that are designed to ensure
that guidelines are carefully and consistently followed; the processing is timely and in compliance with
established requirements; and that funds are propetly returned to the Department of Education.

Status
Corrective action taken.

FINDING 2011-05 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2011

Criteria

34 CFR 668.22(j) states that the “Timeframe for the return of Title IV funds: (2) For an institution that is not
required to take attendance, an institution must determine the withdrawal date for a student who withdraws
without providing notification to the institution no later than 30 days after the end of the earlier of the—
(i) Payment period or period of enrollment, as appropriate, in accordance with paragraph (e)(5) of this
section; (if) Academic year in which the student withdrew; or (iif) Educational program from which the
student withdrew.”

Condition
We noted that the University of Nevada, Las Vegas, in one instance, did not determine the withdrawal date
for a student within 30 days after the end of the semester.

Context
During our testing at University of Nevada, Las Vegas, it was noted for one of eighty-four students selected

for testing, the Return to Title IV calculation documented a determination date more than 30 days from the
end of the fall 2010 semester.

Questioned Costs
$0

Effect
The University of Nevada, Las Vegas is not in compliance with federal regulation timeframes.

Cause
The Return to Title IV form was not initiated within 30 days after grades were due in the fall 2010 semester.
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FINDING 2011-05 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students - Continued

Recommendation
We recommend the University develop and implement policies to ensure both accuracy in returning funds
and timely communication between departments.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNLYV Response

UNLYV agrees with this recommendation. This finding was attributable to human error. The query to find
such students was run late, due primarily to bringing up the PeopleSoft system and having sufficient time to
review many departmental business processes. Nonetheless, the overwhelming majority of other calculations
were conducted within the 30-day window of opportunity.

The current PeopleSoft environment is substantially more stable from the previous inaugural year. Financial
aid staff have sufficient time to devote toward business processes to minimize or prevent future deadline
issues.

Status
Corrective action taken.

FINDING 2011-06 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn and
Unofficially Withdrawn Students

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2011

Criteria
34 CFR 668.22(2)(1)(i), the institution must return the total amount of unearned Title IV assistance
calculated.

Condition

We noted at University of Nevada, Las Vegas one instance where the amount calculated to be returned to the
Common Origination and Disbursement (COD) service for PELL was $1,387; however, the amount actually
returned was $0.

Context

During our testing at the University of Nevada, Las Vegas, it was noted for one of eighty-four students
selected for testing, the amount calculated for Return of Title IV funds varied from the amounts actually
returned.

Questioned Costs
$1,387
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Effect
Title IV funds calculated and requited to be returned to the Department of Education varied from the
amounts actually returned.

Cause
The refund of federal funds were deducted from the student account in PeopleSoft, student financial aid
system, but were not uploaded to COD in the automated batch process due to a technical error.

Recommendation
We recommend the University develop and implement policies to improve the review of amounts to be
returned compared to actual funds returned and the timing of the returns.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNLYV Response

UNLYV agrees with this recommendation. This record was manually readjusted within the COD system to
represent the correct value when the error was found. At this time, there are no outstanding Title IV funds
which must be returned back to the U.S. Department of Education based upon this finding.

A query was also run to determine if there were other students affected and none were found. We believe
this to be an isolated incident that should not reoccur. PeopleSoft technology staff could find no reason why
this single record was not automatically sent to COD for processing. The overwhelming majority of other
automated transactions were uploaded and downloaded between PeopleSoft and COD seamlessly.

Future errors should be reviewed and corrected in a timely manner since UNLV has completed its first year
in PeopleSoft. Reconciliation reports are being run and reviewed in a timely manner. Financial aid staff have
sufficient time to devote toward business processes to minimize or prevent future COD issues.

Status
Corrective action taken.

FINDING 2011-07 - Reporting
Federal Program

Department of Education

Student Financial Assistance Cluster
Award year ending June 30, 2011

Criteria

Federal Perkins Loan (34 CFR 674.19), Federal Work Study (34 CFR 675.19) and FSEOG (34 CFR 676.19)
state that if you spent campus-based program funds in 2010-2011 or have a Federal Perkins Loan Fund, you
must submit a Fiscal Operations Report and Application (FISAP) to Participate. This electronic report is
required to be submitted annually to receive funds for the campus-based programs. FISAPs are required to
be submitted by October 1 following the end of the award year. The OMB A-133 Compliance Supplement
identifies key line items in the report that contain critical information.
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Condition

We noted that the College of Southern Nevada did not report accurate student numbers in Part II, Section F,
fields 25 — 40 of the FISAP report. We noted that the University of Nevada, Reno did not report accurate
student numbers in Part 11, Section D, field 7(b) and Part 11, Section F, fields 25—40 of the FISAP report. We
noted that the University of Nevada, Las Vegas did not report accurate student numbers in Part VI,
Section A, fields 1-18 for column (g).

Context
The University of Nevada, Reno, the University of Nevada, Las Vegas and the College of Southern Nevada
did not accurately complete the FISAP report.

Questioned Costs
$0

Effect
The report was filed incorrectly.

Cause
The responsible party did not accurately prepare the FISAP report using proper information.

Recommendation

We recommend the Institution educate those responsible for completing the FISAP report on the key line
items in the report that contain critical information. Accurate supporting documentation for each of these
items should be complied and maintained.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNR Response
The Financial Aid Office at the University of Nevada, Reno has implemented PeopleSoft and will be using

the FISAP function to complete the next FISAP report. The Financial Aid Office will ensure to maintain the
supporting documentation for the FISAP.

UNLYV Response

UNLYV concurs with this finding. This was UNLV’s first year of using PeopleSoft. Queries previously used
to gather FISAP data needed to be reconstructed within the new PeopleSoft system. The logic within the
queries will be adjusted for accuracy. The FISAP was required to be submitted on September 30, 2011 and
any corrections can be made up until December 15, 2011.

CSN Response
The College of Southern Nevada (CSN) concurs with this finding. The FISAP was required to be submitted

on September 30, 2011 and any corrections can be made up until December 15, 2011. This was the first time
the FISAP was completed by the Interim Director for Financial Aid. The data that was keyed for Part II,
Section T, fields 25-40 was apparently not saved correctly and the initial FISAP was submitted with the prior
year’s data. Accurate supporting documentation has been compiled and is maintained. The Interim Director
will take greater care when submitting the final FISAP prior to the December deadline to ensure that these
fields contain the current year’s information. This section will also be reviewed to the supporting
documentation by a supetvisor to ensure accurate reporting.

Status
Repeat finding 2012-12.
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Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2011

Criteria or Specific Requirement
Per 34 CFR 668.22(j)(1), an institution must return the amount of Title IV funds for which it is responsible as
soon but no later than 45 days after the date of the institution’s determination that the student withdrew.

Condition

During our testing of student files at the University of Nevada, Reno and College of Southern Nevada, we
noted instances where funds were not returned within 45 days after the date of the institution’s determination
that the student withdrew.

Questioned Costs
$0

Context

For two of forty-nine students selected for testing, the University of Nevada, Reno did not return Title IV
within the 45-day requirement. The College of Southern Nevada, for one of one hundred seven students
selected for testing, did not return Title IV within the 45-day requirement.

Effect
Title IV funds required to be returned to the Department of Education were not returned within the required
timeframe.

Cause

The Institutions did not generate disbursement records in COD within 45 days of their determination date
used in the Return to Title IV calculation due to the incorrect withdrawal/determination date used in the
calculation.

Recommendation
We recommend the Institutions develop and implement policies to ensure returned funds are accurate and
timely.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNR Response
The Financial Aid Office has recently implemented PeopleSoft. There is a R2T4 module in PeopleSoft that

we will be learning to use. The Financial Aid Office has developed policies and procedures to ensure Title IV
funds are returned in a timely manner. There is a team of three staff members assigned to assist with the
monitoring of the Return to Title IV funds. The Financial Aid Office will monitor the timely return of
Title IV funds to COD.

CSN Response
The College of Southern Nevada (CSN) concurs with this finding. The department will use greater care to

ensure that compliance with the Return of Title IV funds is conducted within the 45-day requirement. With
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Views of Responsible Officials and Planned Corrective Actions (Unandited) - Continued

CSN Response - Continued
the implementation of PeopleSoft and MyCSN, the institution has been able to create reports that assist the

department with this process. Previously, this was a manual process due to the Student Information System’s
(SIS) limited functionality.

CSN has increased the number of staff in Student Financial Services who are dedicated to the Return of
Title IV process. The additional staffing will allow for some redundancy in work processes, enhanced quality
assurance and review of data entry, and an overall assistance with the increased workload.

CSN has also developed procedures for processing the Return of Title IV funding that are designed to ensure
that guidelines are carefully and consistently followed; the processing is timely and in compliance with
established requirements; and that funds are propetly returned to the Department of Education.

Status
Repeat finding 2012-06.

FINDING 2011-09 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn Students

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2011

Criteria or Specific Requirement

34 CFR 668.22 (e) Calculation of the amount of Title IV assistance earned by the student (1) General. The
amount of Title IV grant or loan assistance that is earned by the student is calculated by— (i) Determining
the percentage of Title IV grant or loan assistance that has been earned by the student, as described in
paragraph (e)(2) of this section; and (i) Applying this percentage to the total amount of Title IV grant or loan
assistance that was disbursed (and that could have been disbursed, as defined in paragraph (1)(1) of this
section) to the student, or on the student’s behalf, for the payment period or period of enrollment as of the
student’s withdrawal date.

Condition

In one instance at each of the institutions, the College of Southern Nevada and the University of Nevada,
Las Vegas, we noted incorrect amounts of aid disbursed and at the University of Nevada, Reno incorrect
institutional charges were used in the calculation which resulted in incorrect Return to Title IV calculations
and incorrect amounts returned.

Questioned Costs
$190

Context
During our testing, it was noted, for one of one hundred and seven students at the College of Southern
Nevada, one of twenty-four students at University of Nevada, Las Vegas, and one of forty-nine students at
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Context - Continued

University of Nevada, Reno selected for testing that the Return to Title IV calculation had an incorrect
amount of aid disbursed or incorrect institution charges used in the calculation which resulted in an incorrect
amount returned.

Effect
Returned Title IV funds were calculated incorrectly.

Cause

The amount of aid was entered incorrectly into the forms by personnel processing the calculation due to
typographical errors at College of Southern Nevada and University of Nevada, Las Vegas. The incorrect
amount of institutional charge was entered incorrectly into the form by personnel processing the calculation
due to a typographical error at University of Nevada, Reno.

Recommendation
We recommend implementing a more comprehensive review process of the Return to Title IV form.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

CSN Response
The College of Southern Nevada (CSN) concurs with this finding. The department will use greater care to

record and enter data. In addition, the Student Financial Services department has increased its staff dedicated
to the Return of Title IV process. This will allow for some redundancy in work processes, enhanced quality
assurance and review of data entry, and an overall assistance with the increased workload.

UNLYV Response

UNLYV agrees with this recommendation. This record was readjusted to represent the correct institutional
charges when the error was found. At this time, there are no outstanding Title IV funds which must be
returned back to the U.S. Department of Education based upon this finding.

UNLYV Response

The PeopleSoft programming within R2T4 does not import the student’s institutional charges from the
Student Account’s module of information. This is a programming deficiency that we hope Oracle will correct
in the future. At this time, an employee must manually enter the correct institutional charges. This opens up
the R2T4 calculation to potential human error. The overwhelming majority of institutional charges were
entered appropriately and correctly.

To minimize or prevent such errors in the future, a supervisor will conduct random reviews of R2T4
calculations for accuracy to minimize future audit findings.

In regards to the student with the incorrect amount of institutional charges, the correct charges were entered
into R2T4 and the student’s amounts of returned funds were not affected by this miscalculation. The
Financial Aid Office has recently implemented PeopleSoft. There is a R2T4 module in PeopleSoft that we
will be learning to use. The Financial Aid Office has developed policies and procedures to ensure Title IV
calculations are processed correctly. There is a team of three staff members assigned to assist with the
monitoring of the Return to Title IV calculations.
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Status
Repeat finding 2012-07.

FINDING 2011-10 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn Students

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2011

Criteria or Specific Requirement

34 CFR 690.79(c) ...if the student fails to repay a Federal Pell Grant overpayment or make arrangements
satisfactory to the holder of the overpayment debt to repay the Federal Pell Grant overpayment, after the
institution has taken the action required by paragraph (B) of this section, the institution must refer the
overpayment to the Secretary for collection purposes in a accordance with procedures required by the
Secretary. After referring the Federal Pell Grant overpayment to the Secretary under this section, the
institution needs to make no further efforts to recover the overpayment.

Condition

At the College of Southern Nevada, we noted two instances where the amount of aid disbursed to the student
that was used in the Return to Title IV calculation was adjusted for an overpayment of Pell that was not
communicated to the Department of Education.

Questioned Costs
$190

Context

During our testing at the College of Southern Nevada, we encountered two instances out of 107 students
selected for Return to Title IV testing, where the College determined the student was overpaid Pell as the
student failed to attend at least one of their classes causing a change in the student’s enrollment status. The
College performed the mandatory recalculation of Pell awarded to the student and adjusted the amount of
Pell disbursed to the student in the Return to Title IV calculation but failed to report the overpayment or
reported an incorrect amount of overpayment to the Department of Education when the student failed to
repay the overpayment.

Effect
The College failed to report the correct amount of overpayment to the Department of Education as required
by the regulations.

Cause

In one instance, the Pell adjustment was entered incorrectly on the Department of Education’s Letter of
Overpayment due to a typographical error. The second instance, the College simply did not send the
communication to the Department of Education.

Recommendation
We recommend implementing a more comprehensive review process of the Return to Title IV form and
related required communications to the Department of Education.
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Views of Responsible Officials and Planned Corrective Actions (Unandited)

CSN Response
The College of Southern Nevada (CSN) concurs with this finding. The finding is a result of an oversight by

the department of Student Financial Services. Departmental procedutes have been developed to address the
requirement of timely notification to the Department of Education. Staff training will be conducted for all
appropriate Student Financial Services personnel to ensure accuracy of calculations and that reporting is
propetly performed. Through the implementation of PeopleSoft, CSN is automating the Department of
Education’s notification process to ensure that proper and timely reporting is made. Staff will utilize greater
care in data entry to ensure typographical errors are minimized.

Status
Corrective action taken.

FINDING 2011-11 - Special Tests and Provisions: Return of Title IV Funds for Withdrawn Students

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster

Award year ended June 30, 2011

Criteria or Specific Requirement
34 CFR 668.32 (2)(1)(@) A student is eligible to received Title IV, HEA program assistance if...[They are] a
regular student enrolled, or accepted for enrollment, in an eligible program at an eligible institution.

Condition
We noted that no Return of Title IV calculation was performed for an unofficially withdrawn student.

Questioned Costs
$0

Context

Testing at College of Southern Nevada indicated no Return to Title IV was completed for a student that
changed enrollment status from credit to audit for one class and unofficially withdraw from their remaining
classes. The student earned greater than 60% of the Title IV funds and therefore no Title IV funds would
need to be returned.

Effect
The College of Southern Nevada did not complete the Return to Title IV calculation for a withdrawn student
as required by the federal regulations.

Cause

The Student Financial Aid office of the College was not aware of the need to perform the calculation and
does not complete R2T4 calculations for students that change enrollment status from credit earning to audit.
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Recommendation
We recommend the College develop and implement policies to ensure Return to Title IV calculations are
completed for all applicable students.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

CSN Response
The College of Southern Nevada (CSN) concurs with this audit finding. CSN Student Financial Services staff

were not aware of the Department of Education requirement relative to the change of a student’s status from
credit enrollment to audit status. The requirement of the Department of Education to have a student
considered “withdrawn” from the class with the appropriate effective date is being implemented into College
policies and procedures. The change in status makes the student ineligible for an award of Title IV funds if a
class is not taken for credit and funding is affected consistent with the federal requirements.

CSN has revised procedures to address the requirement and will immediately implement the recalculation
process beginning in Fall Semester 2011. In addition, CSN policies are being revised and updated to reflect a
deadline for students to change a course from credit to audit status. Proposed dates will be closer to the start
of each semester to ensure timely reporting, recalculation of eligibility, and return of funds as may be
appropriate.

Status
Corrective action taken.

FINDING 2011-12 - Special Tests and Provisions: Borrower Data Transmission and Reconciliation
(Direct Loan)

Federal Programs

Department of Education & Department of Health and Human Services
Student Financial Assistance Cluster — CFDA 84.268

Award year ended June 30, 2011

Criteria

34 CFR 685.102(b), 685.301 and 303. Institutions must report all loan disbursements and submit required
records to the Direct Loan Servicing System (DLSS) via the Common Origination and Disbursement (COD)
within 30 days of disbursement (OMB No. 1845-0021). Each month, the COD provides institutions with a
School Account Statement (SAS) data file which consists of a Cash Summary, Cash Detail, and (optional at
the request of the school) Loan Detail records. The school is required to reconcile these files to the
institution’s financial records. Since up to three Direct Loan program years may be open at any given time,
schools may receive three SAS data files each month. (Note: The Direct Loan School Guide describes the
reconciliation process.)

The school is required to reconcile these files to the institution’s financial records
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Condition
The University of Nevada, Las Vegas and University of Nevada, Reno did not perform the required
reconciliation of SAS data file to the Institution’s financial records.

Context
Testing at the University of Nevada, Las Vegas and University of Nevada, Reno, identified that the required
reconciliation noted above was not performed during the fiscal year ending June 30, 2011.

Questioned Costs
$0

Effect
The Universities do not comply with the specific requirements of Federal Regulation with respect to
reconciling the SAS data file to the institutions’ records.

Canse

At the University of Nevada, Las Vegas, due to implementation of PeopleSoft, new student financial aid
system, there have been difficulties with information uploads to COD and the institution has not been able to
reconciliation student financial aid system, SAS data file and general ledger system in total at any given point-
in-time. The Student Financial Aid Office runs exception reports from the PeopleSoft system at least weekly,
investigates, and clears exceptions but is unable to perform reconciliation in total on a monthly basis due to
volume of system exceptions on a daily basis.

At the University of Nevada, Reno the reconciliation is not being performed by the University. The Student
Financial Aid office runs exceptions reports from EDExpress, investigates, and clears exceptions but does
not perform reconciliation in total on a monthly basis.

Recommendation
We recommend the Universities implement processes to ensure reconciliation is being performed and
documented on a monthly basis.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNLYV Response

UNLV concurs with this recommendation. The system implementation of PeopleSoft delayed account
reconciliation on a consistent basis. As the PeopleSoft system became more stabilized throughout the 2010-
2011 school year from programming efficiencies along with staff learning how to use the system more
productively, account reconciliation has significantly improved.

Current Direct Lending account reconciliation is occurring within 30 days. Direct Loan School Account
Statement Reconciliation Reports (SAS) are being reviewed and compared to institutional transactional
records each week for anomalies and corrected. Historical SAS transactions are also being kept to
demonstrate compliance within this area for future audit review.

UNR Response

Along with the recent implementation of PeopleSoft, the Financial Aid Office has developed a series of
policies and procedures to ensure direct lending reconciliation is being performed on a monthly basis. The
Financial Aid Office is now working closely with the Assistant Director of Sponsored Projects to ensure the
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(Direct Loan) - Continued

UNR Response - Continued
draw downs are done on a monthly basis. The offices have developed procedures to better communicate and
work together more efficiently to ensure compliance with direct lending reconciliation.

Status
Repeat finding 2012-08.

FINDING 2011-13 - Special Tests and Provisions: Eligibility Testing

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.376 and 84.063
Award year ended June 30, 2011

Criteria

34 CFR 690.6(a) states a student is eligible to receive a Federal Pell Grant for the period of time required to
complete his or her first undergraduate baccalaureate course of study. 34 CFR 691.6(2)(i) states a student’s
eligibility to receive up to one National SMART Grant Scheduled Award as a fourth-year student, in the case
of a National SMART Grant-eligible program with less than five full years of coursework, extends from the
beginning of the student’s fourth year until he or she completes his or her first undergraduate baccalaureate
course of study.

Condition

We noted that the University of Nevada, Las Vegas had one instance where a post-baccalaureate student was
awarded SMART and Pell Grants.

Context

During our testing at the University of Nevada, Las Vegas, it was noted for one of sixty students selected,
disbursements of SMART and PELL Grants were made to an ineligible student due to their post-
baccalaureate status.

Questioned Costs
$3,028

Effect
Post-baccalaureate student was disbursed funding they were ineligible to receive.

Canse

When the PeopleSoft system was originally integrated there was no designation between post-baccalaureate
and baccalaureate students. Status is now designated in the system this, but students who were not originally
designated as “post-bacc” need to be manually updated by the Financial Aid Staff.

Recommendation
We recommend that the Institution correct student disbursements to ineligible students in the student
tinancial aid system and return funds to the federal government.
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Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNLYV Response

UNLYV agrees with this recommendation. The affected records were readjusted to remove the SMART grant
and Pell grant aid from the records of the two students. Since this was a UNLV error, an institutional grant
was applied to the account of both students to prevent a balance due from the student. A query was also run
to determine if there were other students impacted and none were found. At this time, there are no
outstanding Title IV funds which must be returned back to the U.S. Department of Education based upon
this finding.

The PeopleSoft system setup has been corrected to prevent such an event from occurring in the future for
the Pell Grant program. The SMART Grant program no longer exists for future years.

Status
Corrective action taken.

FINDING 2011-14 - Special Tests and Provisions: Eligibility Testing

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.376 and 84.063
Award year ended June 30, 2011

Criteria or Specific Requirement

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal entities
receiving Federal awards (i.e., auditee management) establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance requirements.

Condition

Testing of student eligibility at the University of Nevada, Las Vegas and the College of Southern Nevada
identified two instances where the student’s cost of attendance was incorrect in the calculation of eligible
student financial aid.

Questioned Costs
$0

Context

For one of forty-four students selected for testing at the University of Nevada, Las Vegas and for one of
twenty-one students selected for testing at the College of Southern Nevada, the amount included as the cost
of attendance was incorrect.

Effect

The errors noted did not result in an over award of federal funds; however, the operating ineffectiveness of
controls over this process and the incorrect application of the cost of attendance could result in a student
receiving federal funds greater than their need.
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Cause

The error at the University of Nevada, Las Vegas was a result of the cost of attendance defaulting to an
incorrect amount due to the incorrect designation of the student’s living status (on or off campus) in the
student’s account and the PeopleSoft system not updating the student’s status from their ISIR. The error at
College of Southern Nevada resulted from the student’s status changing from out-of-state to in-state. The
transportation budget was not changed to reflect the status change.

Recommendation
We recommend the Institutions ensure system edit checks are operating effectively and producing accurate
information to avoid an over award of funds.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNLYV Response

UNLYV agrees with this recommendation. The U.S. Department of Education changed the housing field
coding late after Oracle had already provided schools PeopleSoft updates to process financial aid. Oracle
never changed the housing field code for schools. This housing field code should be changed within
PeopleSoft for the 2012-2013 school year and this will be confirmed prior to processing.

CSN Response

The College of Southern Nevada concurs with this finding. The oversight was a result of a staff member’s
incorrect entry for a manual adjustment to a student’s cost of attendance. Staff will utilize greater care to
ensure that accurate information is posted and recorded to the system.

In the Fall Semester of 2011, CSN implemented PeopleSoft or MyCSN. With the implementation of this
robust and more current student information system, processes that were previously required to be
performed manually can be automated within the design and programming, and will minimize the possibility
of errors and data entry mistakes.

Status
Repeat finding 2012-09.

FINDING 2011-15 - Loan Disbursement Notification Requirements (Repeat finding 2010-15)

Federal Programs

Department of Education

Student Financial Assistance Cluster - CFDA 84.032
Award year ending June 30, 2011

Criteria or Specific Requirement

Per 34 CEFR 668.165, before an institution disburses program funds for any award year, the institution must
notify a student of the amount of funds that the student or his or her parent can expect to receive under each
program, and how and when those funds will be disbursed. If those funds include Direct Loan or FFEL
Program funds, the notice must indicate which funds are from subsidized loans and which are from
unsubsidized loans.
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Criteria or Specific Requirement - Continued

The institution must provide the notice described in writing: No earlier than 30 days before, and no later
than 30 days after, crediting the student’s account at the institution, if the institution obtains affirmative
confirmation from the student under paragraph (2)(6)(i) of this section; or

No earlier than 30 days before, and no later than seven days after, crediting the student account at the
institution, if the institution does not obtain affirmative confirmation from the student under paragraph
(2)(6)(1) of this section.

Condition
We noted that the College of Southern Nevada had one instance where it failed to send the required
notifications.

Questioned Costs
$0

Context
For one of forty-two students selected for testing at the College of Southern Nevada, the required
communication was not sent.

Effect
The College did not comply with the specific requirements of Federal Regulations with respect to
communications with students.

Canse
The College emails the notification letters to students in batches. This lettet’s email batch was not sent out
due to the College sending the previous day’s batch of notifications a second time by mistake.

Recommendation
We recommend the College develop policies and procedures to ensure these required communications are
sent to all students receiving Direct Loan funds.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

CSN Response
The College of Southern Nevada (CSN) concurs with this finding. In the past, the process to notify students

was a manual one. Prior to the implementation of the automated process (PeopleSoft or MyCSN), an error
occurred whereby one daily e-mail notification transmission was duplicated the day after the original mailing,
and the student notification that should have been sent on the second day was not sent at all.

With the automation of a number of manual processes in PeopleSoft or MyCSN, departmental procedures
have been updated and revised to ensure that compliance with federal requirements is consistent. Once loans
are awarded, the MyCSN system automatically generates an email notification to be sent out to students,
which eliminates the previous error of missed or duplicated notifications.

Status
Repeat finding 2012-10.
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FINDING 2011-16 - Special Tests and Provisions: Enrollment Reporting

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.268
Award year ended June 30, 2011

Criteria

Per 34 CFR 685.309, upon receipt of a student status confirmation report from the Secretary, complete and
return that report to the Secretary within 30 days of receipt; and unless it expects to submit its next student
status confirmation report to the Secretary within the next 60 days, notify the Secretary within 30 days if it
discovers that a Direct Subsidized, Direct Unsubsidized, or Direct PLUS Loan has been made to or on behalf
of a student who:

Enrolled at that school but has ceased to be enrolled on at least a half-time basis;

Has been accepted for enrollment at that school but failed to enroll on at least a half-time basis for the
period which the loan was intended; or

Has changed his or her permanent address.

Condition

The University of Nevada, Las Vegas had fourteen instances where student statuses reported on NSLDS
“Enrollment Detail” report did not accurately reflect student’s enrollment status as presented in the Student
Financial Aid system.

Context

Testing at the University of Nevada, Las Vegas identified fourteen of twenty five students selected for testing
where the status of “Less Than Half Time” was reported to NSLDS even though students were withdrawn
from institution.

Questioned Costs
$0

Effect
The University did not comply with the specific requirements of Federal Regulations with respect to student
status communications to the Secretary.

Canse

The student enrollment status uploaded to clearinghouse was incorrectly programmed in PeopleSoft to reflect
student’s withdrawn status as “Less Than Half Time” instead of “Withdrawn”. The Registrar’s office was in
the process of resolving the issue with the clearinghouse at the time of audit fieldwork.

Recommendation

We recommend the University develop policies and procedures to ensure student status changes are uploaded
and reported accurately to the clearinghouse.
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Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNLYV Response

UNLV agrees with the recommendation. This issue was identified and resolved as of the spring 2011
semester. With the PeopleSoft system now set up to accurately reflect “withdrawn’ as zero enrollment, this
will no longer be a problem at UNLV.

Status
Repeat finding 2012-14.

FINDING 2011-17 - Special Tests and Provisions: Enrollment Reporting

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.268
Award year ended June 30, 2011

Criteria

Per 34 CFR 685.309, upon receipt of a student status confirmation report from the Secretary, complete and
return that report to the Secretary within 30 days of receipt; and unless it expects to submit its next student
status confirmation report to the Secretary within the next 60 days, notify the Secretary within 30 days if it
discovers that a Direct Subsidized, Direct Unsubsidized, or Direct PLUS Loan has been made to or on behalf
of a student who:

Enrolled at that school but has ceased to be enrolled on at least a half-time basis;

Has been accepted for enrollment at that school but failed to enroll on at least a half-time basis for the
period which the loan was intended; or

Has changed his or her permanent address.

Condition

The University of Nevada, Las Vegas had nine instances where student status changes reflected on NSLDS
“Enrollment Detail” were not reported within 30 days of the student’s status change. The College of
Southern Nevada failed to report status changes for a period in excess of 30 days November 19, 2010 to
January 4, 2011.

Context

For nine of twenty five students selected for testing at the University of Nevada, Las Vegas, status for
students who graduated in the fall 2010 semester (12/11/2010) were not reported to the Clearinghouse until
January 31, 2011. Status changes for twenty-five students occurring at the College of Southern Nevada
between November 20, 2010 and December 3, 2010 would not have been submitted to the clearinghouse
within the 30-day compliance requirement.

Questioned Costs
$0

Effect
The University did not comply with the specific requirements of Federal Regulations with respect to student
status communications to the Secretary.
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Cause

With the implementation of PeopleSoft, registration and student financial aid system, the University was able
to have graduated students uploaded automatically to Clearinghouse. However, for students who graduated
fall 2010, the upload was not sent automatically by the system as expected due to a technical error. Therefore
an upload of students who graduated December 11, 2010 was then sent January 31, 2011. At the College of
Southern Nevada institution, the control designed to ensure compliance with this requirement failed to
operate effectively during the period and the 30-day submission did not occur.

Recommendation

We recommend the University of Nevada, Las Vegas and the College of Southern Nevada develop policies
and procedures to ensure student status changes are reported in a timely manner and test the controls put in
place to ensure they are operating effectively.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNLYV Response

UNLV agrees with the recommendation. During the time period in question, the job that transmits
enrollment status updates was not run within 4 weeks of Fall 2010 graduation as is normal practice (due to
the transition to PS from SIS, there was a breakdown in communication and the job was not ready on time).
This has been corrected. The job will now run within 30 days of graduation and again every 30 days and will
be monitored to ensure that it runs according to plan. Every effort is made to report graduate eligible
students in a timely manner. UNLV continues to review the degree conferral process and strives for
efficiency.

CSN Response

Prior to Fall Semester 2011, preparing enrollment reports for the Clearinghouse was a manual process that
was completed at or near the time that the Clearinghouse reminder messages were received. These reports
were completed by Institutional Research with the Office of the Registrar serving in a “backup” role for these
data. This due date occurred during a holiday period when many staff members were on vacation and/or
turlough. The oversight was discovered after the holiday, and the report was completed in January 2011.

Corrective actions have been implemented so that this oversight will not reoccur. Effective Fall Semester
2011, the Office of the Registrar is completing enrollment reporting via PeopleSoft according to the
following timeframes:

The Registrar sets the scheduled Transmission Dates for the academic year; first transmission is
completed the Friday before the semester start and then monthly thereafter until the end of the semester.

The Transmission Dates are set within the production calendar, and the National Clearinghouse also provides
reminder e-mails prior to the due date.

Two processes are employed to extract the data and if any errors are encountered a report is generated.
Student records are corrected if necessary, and the file is uploaded to the National Student Clearinghouse.
Once the National Student Clearinghouse processes the report, an e-mail is directed to the College to confirm
that the report has been received and processed.

Status
Repeat finding 2012-15.
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FINDING 2011-18 - Special Tests and Provisions: Disbursements to/Behalf of the Students (Direct
Loans)

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.268
Award year ended June 30, 2011

Criteria

Per 34 CFR 685.301(e), a school must submit the initial disbursement record for a loan to the Secretary no
later than 30 days following the date of the initial disbursement. The school must submit subsequent
disbursement records, including adjustment and cancellation records, to the Secretary no later than 30 days
following the date the disbursement, adjustment, or cancellation is made.

Condition
The University of Nevada, Reno did not submit loan disbursement information to the Department of
Education’s Common Origination and Disbursement (COD) in a timely manner.

Context
Testing at the University of Nevada, Reno identified sixteen of twenty-two students selected for testing where
the direct loan disbursement was not communicated to COD within 30 days as required by federal regulation

Questioned Costs
$0

Effect
Disbursement records were not reported to the Department of Education within the required timeframe
designated in the federal regulations.

Cause
Documentation of the required communication was not maintained.

Recommendation
We recommend the University develop and implement policies and procedures to ensure the required
information is uploaded to COD in a timely manner and documented.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)
UNR Response

With the recent implementation of PeopleSoft, a loan module is now available that will be used to send files
to COD. In addition, the Financial Aid Office has developed specific policies and procedures, along with
increased oversight to ensure disbursement records are sent to COD in a timely manner.

Status
Repeat finding 2012-11.
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FINDING 2011-19 - Student Loan Repayments - Perkins Loans (Repeat finding 2010-09 and 2009-03)

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.038
Award year ending June 30, 2011

Criteria or Specific Requirement

34 CFR 674.43 — An institution must notify shall send a first overdue notice within 15 days after the due date
for a payment if the institution has not received a payment, a request for deferment; or a request for
postponement or for cancellation. If the borrower does not satisfactorily respond to the first overdue notice,
the institution shall continue to contact the borrower as follows, until the borrower makes satisfactory
repayment arrangements or demonstrates entitlement to deferment, postponement, or cancellation. The
institution shall send a second overdue notice within 30 days after the first overdue notice is sent. The
institution shall send a final demand letter within 15 days after the second overdue notice. This letter must
inform the borrower that unless the institution receives a payment or a request for deferment, postponement,
or cancellation within 30 days of the date of the letter, it will refer the account for collection or litigation, and
will report the default to a credit bureau. If the borrower does not respond to the final demand letter within
30 days from the date it was sent, the institution shall attempt to contact the borrower by telephone before
beginning collection procedures.

Condition
We noted that the University of Nevada Reno, during its processing of Federal Perkins Loans, failed to
produce and send the required notifications for overdue Perkins loans.

Context
For ten of fourteen students selected for testing at the University of Nevada Reno, we noted that the required
communications were not completed timely or at all.

Questioned Costs
$0

Effect
The University did not consistently comply with the specific requirements of Federal Regulations with respect
to student loan repayments.

Canse
The notifications were not sent timely by the University.

Recommendation

We recommend the University develop policies and procedures to ensure timely notifications are sent. In
addition, the University should consider reviewing overall process related to management of outstanding
Perkins loans. Attention should be given to appropriate ownership and monitoring controls for the overall
process.
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FINDING 2011-19 - Student Loan Repayments - Perkins Loans (Repeat finding 2010-09 and 2009-03)
- Continued

Views of Responsible Officials and Planned Corrective Actions (Unandited)
UNR Response

The Manager of Student Accounts and two Loan Office staff members have documented the required
policies and procedures noted above to ensure that notifications will be generated in a timely manner. Cross-
training between these two staff members has been conducted and a scheduling mechanism has been put into
place to ensure that these duties will be carried out in a timely manner and can be completed by ecither of the
employees in the Loan Office independently. A monthly meeting with the Manager of Student Accounts and
the Loan Office employees will be held to evaluate progress.

Status
Corrective action taken.

FINDING 2011-20 - Student Loan Repayments - Perkins Loans (Repeat finding 2010-10)

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.038
Award year ending June 30, 2011

Criteria or Specific Requirement
Per 34 CFR 674.45, the institution, as part of the collection activities, must provide the borrower with
information on the availability of the Student Loan Ombudsman’s office.

Condition
We noted that the University of Nevada Reno maintained no documented communication with borrowers
informing them of the Student Loan Ombudsman’s office.

Questioned Costs
$0

Context
For ten of fourteen students selected for testing, there was no documentation of communication with the
borrower informing them of the Student Loan Ombudsman’s office.

Effect
The University does not consistently comply with the specific requirements of Federal Regulations with
respect to student loan repayments.

Cause
University did not start including the communication in the overdue notices until June 2011.

Recommendation

We recommend the University review borrower communication requirements related to student loan
repayments and adequately train the loan processing staff.
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FINDING 2011-20 - Student Loan Repayments - Perkins Loans (Repeat finding 2010-10) - Continued

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNR Response
The University agrees with this finding. The Loan Office employees had not followed through with the

implementation of the revised letters in a timely manner. The Manager of Student Accounts will review the
communication requirements annually, conduct a review of our business practices, make updates per
regulation changes, and conduct training with the loan department personnel. On a quarterly basis the
Manager of Student Accounts will review a sample of loan files to ensure they contain documented
communication notifying students of the Student Loan Ombudsman’s office.

Status
Corrective action taken.

FINDING 2011-21 - Student Loan Repayments - Perkins Loans (Repeat finding 2010-11)

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.038
Award year ending June 30, 2011

Criteria or Specific Requirement

Per 34 CFR 674.45, if a borrower does not respond to the final demand letter or the following telephone
contact, the institution shall engage a collection firm to collect the account. If the collection firm does not
succeed in converting the account to regular payment status within twelve months, the institution shall place
the account with a different firm.

Condition
We noted the University of Nevada Reno did not attempt to collect using institutional personnel or a
collection firm in a timely manner

Questioned Costs
$0

Context
For eight of fourteen loans in default for more than twelve months, we noted that the University did not
attempt to collect using a collection firm until April 2011.

Effect
The University does not comply with the specific requirements of Federal Regulations with respect to
collection efforts.

Cause

University staff re-performed overdue notice process, by sending the three overdue notices and calling the
borrower prior to sending defaulted loans to collections, which prolonged the collections process.
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Recommendation
We recommend the University dedicate additional resources to monitor borrower loan status to help ensure
compliance with the Federal Regulations as they relate to collection proceedings.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNR Response
The Loan Office had a long term employee leave during the summer of 2010. Due to the lengthy hiring

process, a replacement for this position was not in place until late October. At this point, the Manager of
Student Accounts made the managerial decision to start the entire collection process over to ensure that all
communications were generated and all call attempts were made prior to sending these accounts to
collections. The accounts were already out of compliance with regards to the time frame of the due diligence
process and being sent to collections. However, by starting the communication process from the beginning,
we ensured that the correct communications (letters and calls) were in fact performed prior to sending
borrowers to collections. This decision was made to avoid having exceptions in this area. As a result, all
letters and communications were sent to these students prior to being sent to collections and we were able to
collect on some of the accounts in the process.

The Loan Office has developed a checklist with all required steps for past due loans. The Manager of
Student Accounts will perform a monthly review of delinquent loan files to ensure the required collection
proceedings are being followed.

Status
Corrective action taken.

FINDING 2011-22 - Student Loan Repayments - Perkins Loans

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.038
Award year ending June 30, 2011

Criteria or Specific Requirement

Per 34 CFR 674.45, if a borrower does not respond to the final demand letter or the following telephone
contact, the institution shall engage a collection firm to collect the account. If the collection firm does not
succeed in converting the account to regular payment status within twelve months, the institution shall place
the account with a different firm.

Condition
We noted the University of Nevada Reno engaged a collection firm for a period longer than federal regulation

designated period of 12 months.

Questioned Costs
$0
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Context
For three of fourteen loans selected for testing at the University of Nevada, Reno, we noted that the loans
were held with a collection agency for a 24-month period.

Effect
The University does not comply with the specific requirements of Federal Regulations with respect to
collection efforts.

Canse

University staff did not receive notification from the collection agency at the end of the 12-month collection
period stating the agency was unable to collect on these borrowers, as the notification was emailed to a
former employee’s address. Therefore no collection attempts were made for an additional twelve-month
period until the University inquired about missing notifications.

Recommendation
We recommend the University dedicate additional resources to monitor borrower loan status to help ensure
compliance with the Federal Regulations as they relate to collection proceedings.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNR Response
This finding is the result of the collection agencies still having the previous employee’s contact information in

their system. All collection agencies have now been updated with the new contact information of both Loan
Office employees to ensure that the Loan Office receives the notifications sent from the agencies.

In addition, the loan personnel are proactively running reports now to determine when an account should be
returned from a collection agency and contacting the collection agency to either confirm if the account is in
regular repayment status or to recall the loan if a payment agreement has not been achieved.

Status
Corrective action taken.

FINDING 2011-23 - Student Loan Repayments - Perkins Loans (Repeat finding 2010-13)

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.038
Award year ending June 30, 2011

Criteria or Specific Requirement

Per 34 CFR 674.42, an institution must ensure that exit counseling is conducted with each borrower either in
person, by audiovisual presentation, or by interactive electronic means. The institution must ensure that exit
counseling is conducted shortly before the borrower ceases at least half-time study at the institution.

Condition
We noted the University of Nevada Reno failed to send exit counseling material within 30 days of learning
that the borrower’s student status changed as required by federal regulation.
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Questioned Costs
$0

Context
For seven of forty-three borrowers selected for testing at the University of Nevada, Reno, we noted that the
required materials were not sent in a timely manner.

Effect
The University did not provide the required exit counseling

Canse
The exit counseling materials for students that graduated in December 2009 were not sent within the 30 day
limit.

Recommendation
We recommend the University monitor loans more closely in an effort to ensure compliance with Federal
Regulations.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)
UNR Response

The Loan Office employees will run a report in October and February after the last date to withdraw from
courses and in November and March of each year to determine graduating students and students who are no
longer enrolled at the University. The loan personnel will send out letters to each student requesting the
student to come in to complete their exit interview. The loan personnel will conduct the exit counseling in
person with the borrower and will have the borrower sign and date the Exit Interview verification form and
file the original in the borrowers file. If no response is received from the student by the end of December,
for the fall semester, or May, for the spring semester, the loan personnel will mail the exit interview material
to the last known address of borrower and document when and where sent.

The Manager of Student Accounts will be responsible for providing oversight of this process to ensure that
accounts are being reviewed for attendance requirements and that the Exit Interviews are being conducted as
required.

Status
Corrective action taken.

FINDING 2011-24 - Student Loan Repayments - Perkins Loans (Repeat finding 2010-14)

Federal Programs

Department of Education

Student Financial Assistance Cluster — CFDA 84.038
Award year ending June 30, 2011
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Criteria or Specific Requirement

Per 34 CFR 674.42, the institution shall contact the borrower for the first time ninety days after the
commencement of any grace period. The institution shall at this time remind the borrower of his or her
responsibility to comply with the terms of the loans and shall send the borrower information about the total
amount remaining outstanding on the loan, including principal and interest, and the date and amount of the
next required payment.

Condition

We noted one instance where the University of Nevada Reno acting as the loan processor for Truckee
Meadows Community College (TMCC) failed to send 90-day and 150-day communications as a result of
untimely student status reporting by TMCC.

Questioned Costs
$0

Context
For one of forty-three borrowers selected for testing, we noted the required communications were not sent.

Effect

The University established the appropriate nine-month grace period of June 1, 2010 to March 1,
2011. However, due to the timing of the institution’s determination of the students status change, the 90-day
and 150-day grace period notices were not communicated.

Canse

The borrower’s loan was deferred due to the student being enrolled in another institution (TMCC), however,
the student withdrew from TMCC in May 2010. UNR, however, was not notified until October 2010 by the
Clearinghouse as the status change was not uploaded by TMCC to NSLDS until October 2010 as well.

Recommendation
We recommend that Truckee Meadows Community College report student status changes to NSLDS timely
in order to ensure that required student loan communications occur as required.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

TMCC Response

Clearinghouse reporting is performed in PeopleSoft out of the Student Records module, and the delivered
PeopleSoft Clearinghouse reporting was not functional and required a modification. TMCC reported the
student to the Clearinghouse at the end of Spring 2010 on May 27, 2010. At this time the reporting was still
performed via the former SIS process. The Fall 2010 Reporting Period was the first time Clearinghouse
reporting was performed via the required modification to PeopleSoft. The modification was not completed
and installed in PeopleSoft by the normal reporting date of September 7, 2010. The first date we were able to
run the Clearinghouse process correctly in PeopleSoft was October 7, 2010.

Planned Corrective Action: This was a one-time occurrence and the Clearinghouse reporting is performed as
scheduled and according to federal regulations.

Status
Repeat finding 2012-12.
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FINDING 2011-25 - Reporting (Repeat finding 2010-01 and 2009-4)

Federal Programs

Research and Development Cluster

University of Nevada, Las Vegas: CFDA 81.000 (Award 81840-001-10).

Desert Research Institute: CFDA 11.431 (Award NA07OAR4310462); CFDA 10.652 (Award 08-DG-
11272170-004).

Criteria

OMB Circular A-110, Subpart C, .51(b) and .52(1) outlines the requirements for submission of performance
reports. Performance reports “shall be due 90 calendar days after the grant year: quarterly or semi-annual
reports shall be due 30 days after the reporting period.” Filing requirements can also be indicated either as a
general requirement by the granting agency or specifically in the grant award document.

Condition
We noted that the Desert Research Institute and the University of Las Vegas are not filing technical reports
timely.

Context
Testing at the Desert Research Institute identified two out of nine technical reports tested were filed late.

Testing at the University of Nevada Las Vegas identified one out of five technical report tested were filed
late.

Questioned Costs
$0

Effect
Failure to submit required reports timely could potentially cause delay or elimination of federal funding.

Canse
The responsible party did not prepare and submit the report prior to deadline.

Recommendation

We recommend that the Institutions educate those responsible for filing technical and financial reports noting
that the lack of timely filing of reports could lead to a delay in reimbursement of grant funds, or a possible
loss or non-renewal of the grant.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNLYV Response

UNLYV has procedures in place to track the timeliness of technical report submission and we will continue to
educate faculty regarding the importance of fulfilling our reporting requirements. We successfully
implemented a reporting policy November 2010 to increase reporting compliance. The policy includes
sending notifications indicating failing to submit reports is a serious issue and can threaten future funding,
escalating communications to include Chairs and Deans, and suspending new account set up for principal
investigators that have setiously delinquent reports until they fulfill the reporting requirements. In regard to
the late report noted, OSP notified the principal investigator of the required report and the importance of

fulfilling reporting requirements. The report was submitted shortly thereafter, although it was after the
deadline.
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FINDING 2011-25 - Reporting (Repeat finding 2010-01 and 2009-4) - Continued
Views of Responsible Officials and Planned Corrective Actions (Unandited) - Continued
DRI Response

DRI continues to emphasize the need to file technical reports timely. We have discussed with the Principal
Investigators responsible for the late filing the consequences of filing these late reports, including future
personnel action.

As part of our commitment to proper management of grants and contracts, DRI has purchased the ARGIS
system, an electronic research administration system for grants and contracts. Part of the system includes a
systemic notification and reporting system for when reports are due, when they are late, and provides for
additional follow up by all levels of management to control this important area. This feature will reduce or
eliminate late technical reports. Implementation of the system is scheduled for approximately spring 2012.

Status
Corrective action taken.

FINDING 2011-26 - Equipment and Real Property Management

Federal Programs
Research and Development Cluster
University of Nevada, Las Vegas: CFDA 47.074 (Award 10S-0719551); CFDA 81.046 (Award 30451-32).

Criteria

OMB Circular A-110, Subpart C, .34(f)(1)(ix) outlines property management standards for equipment
acquired with federal funds. Among other records, it states “equipment records shall be maintained
accurately and shall include” the “date of disposal”. In addition, Subpart C, .34 (g) states, when the recipient
no longer needs the equipment, the equipment may be used for other activities in accordance with the
following standards. For equipment with a current per unit fair market value of $5000 or more, the recipient
may retain the equipment for other uses provided that compensation is made to the original Federal awarding
agency or its successor. The amount of compensation shall be computed by applying the percentage of
Federal participation in the cost of the original project or program to the current fair market value of the
equipment. If the recipient has no need for the equipment, the recipient shall request disposition instructions
from the Federal awarding agency. The Federal awarding agency shall determine whether the equipment can
be used to meet the agency’s requirements. If no requirement exists within that agency, the availability of the
equipment shall be reported to the General Services Administration by the Federal awarding agency to
determine whether a requirement for the equipment exists in other Federal agencies. The Federal awarding
agency shall issue instructions to the recipient no later than 120 calendar days after the recipient’s request and
the following procedures shall govern.

Condition
We noted that the University of Nevada, Las Vegas did not consistently fulfill these requirements.

Context

Testing at the University of Nevada, Las Vegas identified two equipment disposals out of fifteen tested that
may have required communication to the Federal awarding agency. Upon further investigation, it was
determined that the equipment had not been actually disposed of and that the equipment records were not
accurate.
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FINDING 2011-26 - Equipment and Real Property Management - Continued

Questioned Costs
$0

Effect
The compliance requirement to maintain accurate equipment inventory records was not achieved for certain
items.

Cause
The responsible parties failed to identify equipment that was still on property and recorded the items as
disposals.

Recommendation
We recommend the Institution evaluate its current process and procedures for equipment and real property
management to better incorporate review procedures and ensure accurate records for equipment.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

UNLYV Response

UNLYV agrees with this recommendation. Per NSHE Policy each department has custodial responsibility for
all equipment within its jurisdiction. Each department is also responsible for reporting all additions,
deletions, and material changes in condition of equipment within their unit, to the respective Property
Control department.

It should be noted that in each case of the equipment that was recorded as disposed of the department head,
through the department’s annual inventory process has identified the equipment as being disposed of. In
order to help mitigate these misstatement and to assist the departments more effectively, property control has
modified the current inventory reconciliation procedures to allow the department to clearly identify the status
of the equipment upon completion of the annual reconciliation process.

UNLYV property records identify federally funded equipment, but to improve upon monitoring and reporting
of disposals/transfers of federally funded equipment, UNLV has modified its current workflow for the
process used to declare surplus property. UNLV uses a Property Movement Request (PMR) form that the
end user must complete to declare equipment as surplus property. An extra step was added to the process to
allow the end user to identify whether or not the equipment was funded from a federal grant and to declare
the fair market value (FMV) of the equipment. If the equipment is declared to have a FMV of over $5000
than a notification is forwarded to OSP for further review to ensure the proper compensation is returned to
the Federal awarding agency or is successor.

Status
Corrective action taken.

FINDING 2011-27 - Cash Management

Federal Program

Department of Education

Adult Education State Grant Program, CFDA 84.002.
Award year ending June 30, 2011
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Nevada System of Higher Education
STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2012

FINDING 2011-27 - Cash Management - Continued

Criteria

Part 111, Section C, Cash Management, of the 2011 A-133 Compliance Supplement states that recipients and
subrecipients must adhere to the U.S. Department of the Treasury regulations at 31 CEFR part 205, which
implements the Cash Management Improvement Act. This requires State recipients to have an agreement
that prescribes specific methods for drawing Federal funds for selected large programs. Programs, such as
Adult Education, which are not covered by the Treasury-State Agreement, are required to adhere to the
procedures prescribed by the Treasury in Subpart B of 31 CFR part 205. Section 205.33 states that the time
between the drawdown of Federal funds from the Federal government and their disbursement for Federal
program purposes must be minimized. The disbursement must be timed to be in accord with the actual,
immediate cash requirements. The timing and amount of funds transfers must be as close as is
administratively feasible to the actual cash outlay for direct program costs and the proportionate share of any
allowable indirect costs.

Condition

We noted that the College of Southern Nevada completed only one drawdown on May 6, 2011 for the fiscal
year ended June 30, 2011. This drawdown requested funds in excess of expenditures to date as well as funds
in excess of actual expenditures incurred through June 30, 2011.

Context
College of Southern Nevada did not adhere to applicable cash management requirements.

Questioned Costs
$0

Effect
The Federal Agency disbursed funds prior to the actual, immediate cash requirements of the program.

Cause
The responsible party was unaware of the requirement to minimize the time between the drawdown of
Federal Funds and the expenditures of those funds.

Recommendation
We recommend the Institution train those responsible for leading the adult education program and those
responsible for the drawdown of Federal Funds about the applicable cash management requirements.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

CSN Response
The College of Southern Nevada (CSN) concurs with this finding. CSN will review with those personnel

responsible for leading the adult education program and personnel responsible for the draw down of federal
funds the applicable cash management requirements. Staff will work to ensure that draw downs more closely
align with cash outlays.

Status
Corrective action taken.
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