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NEVADA SYSTEM OF HIGHER EDUCATION
SINGLE AUDIT REPORT
FOR THE YEAR ENDED JUNE 30, 2009

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:

e University of Nevada, Reno (UNR)

e University of Nevada, Las Vegas (UNLV)

e Nevada State College (NSC)

e Desert Research Institute (DRI)

e 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.



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 égencies. The primary agencies from which these funds
‘were received during the year ended June 30, 2009 were:

Department of Agriculture

Department of Commerce

Department of Defense

Department of Education

Departmént 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.



(This Page Intentionally Left Blank)



Nevada System of Higher Education
Financial Statements

June 30, 2009 and 2008

University of Nevada, Reno University of Nevada, Las Vegas Nevada State College
College of Southern Nevada Great Basin College Truckee Meadows Community College
Western Nevada College Desert Research Institute System Administration



BOARD OF REGENTS

James Dean Leavitt , Chair ......c.ccocoooiioiiiniiiiiccc e Las Vegas
Mark ATAen ........cccoooiiiiiii e Las Vegas
Andrea Anderson ........cccoviioiiieiiie e, Las Vegas
Robert J. BIaKEIY ....coooiiiiiiiiieicecceeee e Las Vegas
William G. Cobb ..ot Reno
Cedric Crear......oooiiiiieeieicee e Las Vegas
Dorothy S. Gallagher .........cooooiiiiiiiiiceeeceeeeee e, Elko
Jas0n Geddes.........c.ccouviviiriiieieieeite e Reno
Ron Knecht ......ccovvivnnnnn, e Carson City
Kevin J.Page ....oocovioiiiiiceeeeetee e Las Vegas
RaymMOnd RAWSOM .....vovvoveevecvciteeieeeee e e, Las Vegas
Jack Lund Schofield........ooooiiiiiiiiiceec e Las Vegas
Michael WIXOM .........ocoeiiiiiiiiieesctcseeeee s Las Vegas
ADMINISTRATION
Daniel J. Klaich, LLM ..o Chancellor

Nevada System of Higher Education

Neal Smatresk, PHD. ..o, President
University of Nevada, Las Vegas

Milton D. Glick, Ph.D. .ooiiiviieiiecieceeeeeeeoe e President
University of Nevada, Reno

Carl A. Diekhans, MASC ....ocoooeiiniiiieeeecieeee e, President
Great Basin College

Carol A. Lucey, PR.D. oot President
Western Nevada College

Fred J. Maryanski, Ph.D. ..o President
Nevada State College

Michael Richards, Ph.D. ....ccoooooiiiiiiiiiecoeceeeeeeeeeeee e, President
College of Southern Nevada

Maria C. Sheehan, EAD. ..o President
Truckee Meadows Community College

Stephen G. Wells, PR.D. oo President
Desert Research Institute

The Nevada System of Higher Education does not discriminate on the basis of sex, race,
color, religion, handicap, or national origin in the educational programs or activities which it operates,



Nevada System of Higher Education

Financial Statements and Report of Independent Auditors
As of and for the Years Ended June 30, 2009 and 2008

Contents

Report of Independent Auditors................coooooooiiiiiiiiiiee . 1-2
Management’s Discussion and Analysis ............ococoooovvoveeeioe, 3-12
Financial Statements

Statements 0f Net ASSELS .......ooviiioiiieecceeeeeceeeeeeeeeee oo 13

Statements of Revenues, Expenses and Changes in Net Assets .......... 14

Statements of Cash FIOWS.........ocooooeiiiiiiiiieeoceeeeeeeee . 15-16

Notes to Financial Statements ..............cc.coccoovoivieveeeveeeeieceean 17-45
Supplemental Information

Combining Schedules of Net ASSets..........cocooevvreeeoeeseeeeseie, 48-51

Combining Schedules of Revenues, Expenses and
Changes in Net ASSEtS ......c.c.oiievivie oo 52-55



(This Page Intentionally Left Blank)



Grant Thornton

Audit « Tax « Advisory

Grant Thornton LLP
150 Almaden Boulevard, Suite 600
San Jose, CA 95113-2015

T408.275.3000
F 408.275.0582
www. Gran{Thornton.com

Report of Independent Certified Public Accountants

Board of Regents
Nevada System of Higher Education

We have audited the accompanying financial statements of the Nevada System of Higher Education (the
“System”), as of and for the year ended June 30, 2009, 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 Foundation, DRI Research Park, Truckee Meadows Community College Foundation, Great
Basin College Foundation, University of Nevada, Las Vegas Foundation, College of Southern Nevada
Foundation, and the Nevada State College Foundation, which collectively represent 56 percent of the
assets, 57 percent of the net assets and 33 percent of the operating revenues of the aggregate discretely
presented component units, as described in Note 19 “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. The financial statements of the
System as of and for the year ended June 30, 2008, were audited by other auditors. Those auditors
expressed an unqualified opinion on those financial statements in their report dated December 9, 2008
based on their report and the reports of other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in 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
musstatement. The financial statements of University of Nevada Reno Foundation, Practice Plans, DRI
Research Parks, Ltd., DRI Research Foundation, Truckee Meadows Community College Foundation,
Great Basin College Foundation, University of Nevada, Las Vegas Foundation, and Nevada State College
Foundation, were not audited in accordance with Govermment Auditing Standards.  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 audit
provides a reasonable basis for our opinions.

Grant Thornton LLP 9
U8, member firm of Grant Thornton International Ltg
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Grant Thornton

In our opinion, based on our audit and the reports of other auditors, the 2009 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, 2009,
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 January 22, 2010
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.

The Management’s Discussion and Analysis listed in the table of contents are not a required part of the
basic financial statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We and the other auditors have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required 2009 supplementary information. However, we did not
audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the System’s basic financial statements. The accompanying 2009 supplementary
information listed in the table of contents is presented for purposes of additional analysis and are not a
required part of the basic financial statements. The accompanying Schedule of Expenditures of Federal
Awards is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Awudits of States, Local Governments, and Non-Profit Organigations, and is also not a
required part of the basic financial statements of the System. The combining schedules of net assets and
combining schedules of revenues, expenses and changes in net assets have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Gm‘f’ 7,449%&77 L]

San Jose, California
January 22, 2010

Grant Thornton LLP 10
U.S. mamber firm of Grant Thorlon International Lid



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,
2009. 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, 2009, with comparative information as of June 30, 2008 and June 30
2007.

>

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

University of Nevada, Las Vegas
Nevada State College

College of Southern Nevada

Truckee Meadows Community College
Western Nevada College

Great Basin College

Desert Research Institute

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

University of Nevada, Las Vegas Foundation

Nevada State College Foundation

College of Southern Nevada Foundation

Truckee Meadows Community College Foundation
Western Nevada College Foundation

Great Basin College Foundation

Desert Research Institute Foundation

Desert Research Institute Research Parks LTD
University of Nevada School of Medicine Practice Plans

Component units issue separate audited financial statements from the System.
SYSTEM FINANCIAL HIGHLIGHTS

o Total net assets decreased 4.9% from $2,103,799 to $1,999,929;

e Capital Assets increased 7% from $1,790,276 to $1,915,412;

e Operating revenues increased 5.7% from $710,968 to $751,211

e Non-operating revenues decreased 12.9% from $644,461 to $561,006 ; and
e Operating expenses increased 1.9% from $1,376,170 to $1,402,745.

USING THIS REPORT

This report consists of a series of financial statements prepared in accordance with the
Governmental Accounting Standards Board in 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 Statement of Net Assets; the Statement of Revenues, Expenses
and Changes in Net Assets; and the 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 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.

The 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 non-
operating. 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 non-operating 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 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 Statement of Net Assets is a point-in-time financial statement presenting the financial
position of the System as of June 30, 2009, with a comparison made to June 30, 2008 and June 30,
2007. 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)

NSHE Net Assets Increase Percent Increase Percent
of Prior
2009 2008 Decrease Yr 2007 Decrease of Prior Yr
Assets
Current Assets $499,493 $521,497 ($22,004) 96% $570,507 ($49,010) 91%
Capital Assets 1,915,412 1,790,276 125,136 107% 1,581,649 208,627 113%
Other Assets 316,306 469,935 (153,629) 67% 446,180 23,755 105%
Total Assets 2,731211 2,781,708 (50,497) 98% 2,598 336 183,372 107%
Liabilities
Current Liabilities 187,725 192,566 (4,841) 97% 205,607 (13,041) 94%
Noncurrent Liabilities 543,557 485,343 58,214 112% 500,808 (15,465) 97%
Total Liabilities 731,282 677,909 53,373 108% 706,415 (28,506) 96%
Net Assets
Invested in Capital 1,382,189 1,314,351 67,838 105% 1,132,657 181,694 116%
Assets, Net of Debt
Restricted 80,211 81,527 (1,316) 98% 62,076 19,451 131%
nonexpendable
Restricted, expendable 233,265 373,567 (138,302) 63% 356,386 17,181 105%
Unrestricted 302,264 334,354 (32,090) 90% 340,802 (6,448) 98%
Total Net Assets $1,995929  $2,103,799 ($103,870) 95%  $1,891,921 $211,878 111%

13



Assets

Total assets of the System decreased by $50.5 million, or approximately 1.8%. This decrease
occurred primarily in current and non-current assets, but was offset by an increase in capital assets.
The increase in capital assets and assets restricted for capital construction is reflective of System’s
ongoing priority of improving and expanding facilities to meet increases in enrollment driven student
demand. The reduction of current and non-current assets was driven in large by NSHE’s investment
losses and a 7.92% operating budget recession from the state of Nevada, causing campuses to use
some short-term assets for operating expenses.

Liabilities

Total liabilities for the year increased by $53.4 million; a $4.8 million decrease in current
liabilities and $58.2 million increase in non-current liabilities. The increase in non-current liabilities
was primarily driven by a $62.3 million increase in long-term debt which was in large part dye to the
$78.3M of revenue bonds issued during the fiscal year and offset by a slight decrease in oblj gations
under capital leases.

Net Assets

Net assets are divided into three major categories. The first category, invested in capital
assets - net of debt, provides the System’s equity in property, plant, and equipment owned by the
System. The net asset 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 pet
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 $67.8 million or 5.2% increase
reflects the System’s expenditures for development and renewal of its capital assets in accordance
with its long-range plan, offset by depreciation expense on capital assets and a net increase ip long-
term debt. The increase indicates a continued System and Legislature priority to provide new
facilities to accommodate enrollment growth.

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.

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.

Unrestricted Net Assets

Unrestricted Net Assets decreased by $32.1 million in 2009. 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.

System Related Organizations

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

Increase/  Percent of Increase/ Percent of
2009 2008 Decrease Prior Yr 2007 Decrease Prior Yr

Assets

Current Assets $186,602  $104,275 $82,327 179% $96,660 $7,615 108%

Capital Assets 5,431 5,735 (304) 95% 5,246 489 102%

Other Assets 153,894 249,531 (95,637) 62% 238,581 10,950 105%
Total Assets 345,927 359,541 (13,614) 96% 340,487 19,054 106%
Liabilities

Current Liabilities 11,042 9,692 1,350 114% 9,591 101 101%

Non-Current Liabilities 6,327 9,835 (3,508) 64% 1,926 7,909 511%
Total Liabilities 17,369 19,527 (2,158) 89% 11,517 8,010 170%
Net Assets

Invested in Capital 2,395 2,878 (483) 83% 2,814 64 102%

Assets Net of Debt

Restricted, Nonexpendable 151,029 175,514 (24,485) 86% 171,477 4,037 102%

Restricted, Expendable 127,165 112,690 14,475 113% 113,480 (790) 99%,

Unrestricted 47,969 48,932 (963) 98% 41,199 7,733 119%
Total Net Assets $328,558 $340,014 ($11,456) 97% $328,970 $11,044 103%

One of the critical factors in continuing the quality of the System’s programs is the
development and renewal of its capital assets. The eight 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 success in
increasing System support. The remaining changes can be attributed to School of Medicine Practice
Plans’ patient care activities.

REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Changes in total net assets as presented on the Statement of Net Assets are based on the

activity presented in the 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 non-operating,

15



and the expenses paid by the System, operating and non-operating, as well as any other revenues,
expenses, gains and losses received or spent by the System.

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. Non-operating revenues are revenues received for which goods and
services are not provided. For example state appropriations are considered non-operating 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 Statement of Revenues, Expenses, and Changes in Net Assets reflect a negative year with
a decrease in the net assets at the end of the year.

16



Increase/ Percent of Increase/ Percent of
2009 2008 Decrease Prior Year 2007 Decrease Prior Year
Operating Revenues .
Student tuition and fees, $284,888 $256,803 $28.085 111% $236,451 $20,352 109%
net
Grants and contracts, 222,605 214,430 8,175 104% 204,495 9,935 105%
Federal
Grants and contracts, 80,798 78,969 1,829 102% 93,741 (14,772) 84%
Other
Sales and Services 146,409 145,953 456 100% 140,795 5,158 104%
Other 16,511 14,813 1,698 111% 9,645 5,168 154%
Total Operating Revenues 751,211 710,968 40,243 106% 685,127 25,841 104%
Operating Expenses
Employees comp/ (943,615) (933,740) (9,875) 101% (865,7553) (67,985) 108%
Benefits
Utilities (38,211) (37,328) (883) 102% (35,174) (2,154) 106%
Supplies and Services (283,075) (288,419) 5,344 98% (287,506) (913) 100%
Scholarship and (51,157) (41,176) (9,981) 124% (43,296) 2,120 95%
Fellowships
Depreciation (86,687) (75,507) (11,180) 115% (71,591) (3,916) 105%
Total Operating Expenses (1,402,745) (1,376,170) (26,575) 102% (1,303,322) (72,848) 106%
Expenses
Non-Operating Revenues and Expenses
State Appropriation 619,609 621,683 (2,074) 100% 592,476 29,207 105%
Gifts 34,346 37,631 (3,285) 91% 28,248 9.383 133%
Investment Income (83,743) 5,498 (89,241) -1523% 89,545 (84,047) 6%
Disposal of Capital Asset (2.376) (2,795) 419 85% (1,709) (1,086) 164%
Interest Expense (21,464) (17,048) (4,416) 126% (18,409) 1,361 93%
Other Non-Operating
Revenues (Expenses) 14,634 (508) 15,142 -2881% (146) (362) 348%
Total Non-Operating Revenues
and Expenses 561,006 644,461 (83,455) 87% 690,005 (45,544) 93%
Othier Revenues (Expenses)
Other Revenues (Expenses) (13,342) 232,619 (245,961) -6% 44,648 187,971 521%
Total Other Revenues
(Expenses) (13,342) 232,619 (245,961) -6% 44,648 187,971 521%
Net Assets
Increase (Decrease) in Net
Assets (103,870) 211,878 (315,748) -49% 116,458 95,420 182%
Net Assets, Beginning of 2,103,799 1,891,921 211,878 111% 1,775,463 116,458 107%
Year
Total Net Assets $1,999.,929 $2,103,799 ($103,870) 95% $1,891,921 $211,878 111%

Operating revenues increased by $40.2 million (5.7%) and operating expenses decreased by
$26.6 million (1.9%), resulting in a decrease in the operating loss of $13.7 million (2.1%).

Operating Revenue - Student Tuition and Fees increased 11% to $284.9 million as a result of
the Board of Regents approved tuition and fee increases and, to a lesser extent, enrollment growth.
Federal grants and contracts experienced an increase of 3.8% to $222.6 million and also a slight
increase in State, local, and other grants and contracts of 2% to $80.8 million.



The decrease in operating expenses was driven by decreases in Employee Compensation and
Benefits, supplies and scholarship expenses. This is a result of NSHE’s aggressive cost cutting drive
in response to the budget cuts and investment losses.

Non-operating net revenues decreased by $83.5 million. This was led by a significant
decrease in investment income-net ($89.2 million) offset by slight increase other non-operating
revenues ($15.1 million).

System Related Organizations

Component entities decreased slightly from 2008 to 2009, as shown in the following schedule.

Increase/  Percent of Increase/  Percent of
2009 2008 Decrease  Prior Year 2007 Decrease  Prior Year
Operating Revenues
Patient Revenue $64.634 $63,408 $1,226 102% $48,761 $14,647 130%
Contract Revenue 7,794 7,167 627 109% 8,050 (883) 89%
Contributions 59,679 58,739 940 102% 53,428 5,311 110%
Campus Support 6,030 2,539 3,491 237% 2,284 255 111%
Other 4,695 6,059 (1,364) 77% 8,191 (2,132) 74%,
Total Operating Revenues 142,832 137,912 4,920 104% 120,714 17,198 114%
Operating Expenses
Program Expenses (53,599) (55,178) 1,579 97% (41,272) (13,906) 134%
Other Operating Expenses (36,532) (29,252) (7,280) 125% (29,358) 106 100%
Depreciation (1,103) (948) (1553) 116% (985) 37 96%
Total Operating Expenses (91,234) (85,378) (5,856) 107% (71,615) (13,763) 119%
Non-Operating Revenues and Expenses
Investment Income (37,622) (2,386) (35,236) 1577% 17,113 (19,499) -14%
Payments to NSHE System (38,405) (53,610) 15,205 72% (56,053) 2,443 96%
Other Non-Operating Revenues (269) (784) S1s 34% 13,731 (14,515) -6%
Total Non-Operating Revenues & Expenses (76,296) (56,780) (19,516) 134% (25,209) (31,571) 225%
Other Revenues
Other Revenues 13,242 15,290 (2,048) 87% 14,174 1,116 108%
Total Other Revenues 13,242 15,290 (2,048) 87% 14,174 1,116 108%
Net Assets
Increase in Net Assets (11,456) 11,044 (22,500) -104% 38,064 (27,020) 29%
Net Assets, June 30 340,014 328,970 11,044 103% 290,906 38,064 113%
Total Net Assets $328,558  $340,014  ($11.456) 97%  $328,970 $11,044 103%

CASH FLOWS (in $1,000’s)

Net cash flows decreased primarily due to an operating budget reduction from the State of
Nevada and a significant decrease in investment income. Cash used in operating activities decreased,
reflecting NSHE’s aggressive cost saving measures in response to the State budget cuts and
investment losses. Net operating cash flows (amount of cash used in operating activities) decreased
2%.
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Cash flows from capital financing activities indicated a decrease of $17.4 million, reflecting
decline in the expenditure of cash on capital assets. Cash generated through investing activities
decreased by $113.3 million. This category generally reflects the System’s liquidation of investment
instruments to finance capital acquisitions, which occurred on a much smaller scale than in 2008.

Increase Percent of Increase Percent of
2009 2008 (Decrease) Prior Yr 2007 (Decrease) Prior Yr
Operating Activities ($568,900) ($580,597) $11,697 98% ($530,363) ($50,034) 109%
Non-Capital financing 686,258 675,332 10,926 102% 593,707 81,625 114%
Capital & related financing activities (121,888) (139,302) 17,414 87% (191,251) 51,949 73%
Investing activities (17,032) (50,346) 33314 -34% 142 665 (193,011) (353%)
Net increase (decrease) in cash (21,562) (94,913) 73,351 14,558
Cash - Beginning of the year 174,125 269,038 (94,913) 254,480
Cash- End of the year $152.563 $174,125 (821,562) $269,038

CAPITAL ASSET AND DEBT ADMINISTRATION

As of June 30, 2009, the System had invested $1.915 billion in a broad range of capital assets,
including equipment, buildings, machinery and equipment, library books and media, art and other
valuable collections and land. This represents a net increase (including additions and deletions) of
$125.1 million over the June 30, 2008, total of $1.790 billion.

During fiscal year 2009, NSHE issued a total of $78.3M in revenue bonds. As of June 30,
2009, the coverage on the University Revenue Bonds (pledged revenues to maximum annual debt
service) was 4.348 times. For statutory purposes, the coverage was 1.682 times, above minimum
coverage of 1.10. NSHE did not issue notes during the fiscal year 20009.

FUTURE FINANCIAL EFFECTS

In the recent years the demand for higher education services has grown at a stable rate. From
FY 08 to FY 09, the System realized a growth of 3.7% student full time equivalent (SFTE)
enrollments. Preliminary counts at the community colleges and state college currently indicate
growth rates for FY10 similar to these recent patterns. Current data also indicate a slight growth in
university enrollments.

Funding appropriations for both FY 10 and FY 11 were made by the 2009 Legislature in June
2009. The appropriated portion (general fund dollars) of the FY 10 State-Supported Operating
Budget decreased by 26.7 % from FY 09 Legislative approved levels of $683.8 million to $501.0
million. The decrease was partially mitigated by the receipt of American Reinvestment and Recovery
Act — State Fiscal Stabilization Funding in the amount of $93.4 million, bringing the net decrease to
13.1%. Other revenue sources in the state budget, including registration fees, a student surcharge,
and non-resident tuition, increased in FY 09 from $201.7 million to $217.0 million.

In line with recent experience, while University enrollments slight growth, there is enough
growth at some of the other campuses that NSHE is asking the Interim Finance Committee (IFC), in
line with Senate Bill 431 to expend excess student fees. These excess student fees were collected as a
result of increased enrollments. At the next IFC meeting, NSHE will request approval to expend
$2,951,330. These funds will be used to augment the existing state budgets for the affected
campuses.
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The Governor has asked NSHE and other State agencies, to plan for the likelihood of
additional budget recisions beyond those already experienced. Correspondence from the Governor’s
Office indicates the need to plan for possible March 1, 2010 implementation, the last quarter of FY
2010 and all of FY 2011 in case the State’s budget deficit grows beyond current levels. The
Chancellor, in response to the possibility of possible budget recisions, has asked the campuses to plan
for an eight percent budget reduction. A special meeting of the Board of Regents is currently planned
for February 2, 2010 to consider these actions.

During the course of FY 09, the Governor announced operating budget recisions in an amount
equal to 7.92% of the appropriated operating budget for 09, as well as the reduction of several state-
paid fringe benefits such as worker’s compensation and group health insurance. The net recision for
all categories systemwide was $58.3 million. Indications are that the State of Nevada budget shortfall
will continue through FY 10 and FY 11, although the likelihood of cuts from current levels in FY 10
is still uncertain.

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.
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NEVADA SYSTEM OF HIGHER EDUCATION
STATEMENTS OF NET ASSETS (in $1,000’s)

AS OF JUNE 30, 2009 AND 2008

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 pledges receivable, net
Patient accounts receivable, net
Current portion of loans receivable, net
Inventories
Deposits and deferred expenditures
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
Pledges receivable, net
Loans receivable, net
Capital assets, net
Other noncurrent assets
Other assets
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts payable
Accrued payroll and related liabilities
Unemployment insurance and
workers’ compensation liability
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
Due to affiliates
Other
Total Current Liabilities

Noncurrent Liabilities
Refundable advances under federal loan programs
Compensated absences
Deferred revenue
Long-term debt
Obligations under capital leases
Due to State
Other noncurrent liabilities
Total Noncurrent Liabilities

TOTAL LIABILITIES

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

Svystem

2009
$ 35,640
162
380,489
26,715
36,664
3,793

2,061
6,073
7,562
334
499.493

108,794
7.967
7,518

176,998
4,899

9,794
1,915,412
336

2.231.718

2731211

47,478
26,575

5,004
29,027
19,001

2,220
11,188
35311
11,208

426
287
187,725

7,545
14,045
66
509,644
6,482
5,775

543.557

731.282

1,382,189
80,211

105,464
5.488
112,775
11,538
302264
$1.999,929

The accompanying notes are an integral part of these financial statements.

2008
$ 2815
2,466
416,772
30,950
38,238
16,121

2,305
6,471
4,475

884
_521.497

149,922
18,922
62,214

206,690

4,597

8,933
1,790,276
357
18300
2260211

2,781,708

46,649
30,625

5,934
30,948
17,150

3,036

9,921
37,384

8,400

2,519

192,566

7,442
14,392
543
449,227
7,564
6,175

—485.343

677.909

1,314,351
81,527

142,851
6211
213,819
10,686
334354
$2.103.799

System Related Organizations

2009

§ 45942
1,358
112,633
546

11042

2,395
151,029
123,795

3,370

47,969
$328,558

21

2008

$ 52,093
1,704
30,783
666

6,571
8,852

569
188,904
36,941

5,735
23,117

255.266

359.541

2,143
1,851

332
447
3,648

1.259
9.692

111,967
723

48.932
$340.014




NEVADA SYSTEM OF HIGHER EDUCATION
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 AND 2008

Svstem System Related Organizations
2009 008 2009 2008
Operating Revenues T
Student tuition and fees (net of scholarship
allowances of $63,584 and $53,502) $ 284388 $ 256,803 $ - $ R
Federal grants and contracts 222,605 214,430 - .
State grants and contracts 37,758 37,699 - .
Local grants and contracts 24,540 24,826 -
Other grants and contracts 18,500 16,444 .
Campus support - - 6,030 2.539
Sales and services of educational departments 68,908 69,945 - o
(including $2,525 and $2,627 from System related
organizations) .
Sales and services of auxiliary enterprises (net of 77,501 76,008 -
scholarship allowances of $4,630 and $6,183) - R
Contributions - - 59,679 58,739
Patient revenue - - 64,634 63.408
Contract revenue - - 7,794 7f167
Special events and fundraising - - ’ 1,060 Sl
Interest earned on loans receivable 165 151 - R
Other operating revenues 16.346 14.662 3.635 6.05
Total operating revenues 751211 710.968 142,832 137.912
Operating Expenses
Employee compensation and benefits 943,615 933,740 29,600 26,020
Utilities 38,211 37,328 - -
Supplies and services 283,075 288,419 2,299 2,030
Scholarships and fellowships 51,157 41,176 100 -
Program expenses, System related organizations - - 53,599 55,178
Depreciation 86,687 75,507 1,103 948
Other operating expenses - - 4,533 1.202
Total operating expenses 1.402,745 1,376,170 91,234 85.378
Operating (loss) income (651.534) (665.202) 51,598 52.534
Nonoperating Revenues (Expenses)
State appropriations 623,417 621,765 - -
Refund to State (3,808) (82) - R
Gifts (including $31,569 and $26,695 from System related 34,346 37,631 -
organizations) .
Investment income (Joss), net (83,743) 5,498 (37,622) (2,386)
Disposal of capital assets (2,376) (2,795) 2) (10)
Interest expense (21,464) (17,048) (267) (252)
Payments to System campuses and divisions - - (38,405) (53,610)
Other nonoperating revenues (expenses) 14.634 (508) - (522)
Net nonoperating revenues (expenses) 561,006 644.461 (76.296) (56.780)
Loss before other revenue, expenses,
gains or losses (90.528) (20.741) (24.698) (4.246)
State appropriations restricted for capital purposes (26,884) 185,987 - R
Capital grants and gifts (including $7,588 and $25,590 9,954 26,439 -

from System related organizations) R
Additions to permanent endowments (including $132 and
$188 from System related organizations) 3,588 20,543 13,242 15,290

Other expenses (350) - -

Total other revenues (expenses) (13.342) 232,619 13.242 15.290

Decrease (increase) in net assets (103.870) 211.878 (11.456) 11.044
Net Assets

Net assets — beginning of year _2.103.799 1.891.921 340.014 328.970

Net assets — end of year $1.999.929 $2.103.799 $328,558 $340.014

The accompanying notes are an integral part of these financial statements.




NEVADA SYSTEM OF HIGHER EDUCATION
STATEMENTS OF CASH FLOWS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 AND 2008

System
2009 2008
Cush Flows from Operating Activities
Student tuition and fees $282,363 $258,773
Grants and contracts 318,898 317,030
Payments for supplies and services (293,183) (313,117)
Payments for utilities (38,092) (37.338)
Payments for employee compensation and benefits (950,335) (926,481)
Payments for scholarships and fellowships (51,108) (41,443)
Loans issued to students and employees (2,679) (2,041)
Collection of loans to students and employees 1,893 2,160
Sales and services of educational departments 69,035 75,861
Sales and services of auxiliary enterprises 77,037 71,343
Other receipts _17.271 14,656
Net cash used by operating activities (568.900) (580.597)
Cash Flows from Noncapital Financing Activities
State appropriations 633,755 637,965
State appropriations refunded (3,808) (82)
Gifts and grants for other than capital purposes 35,081 34,107
Gifts for endowment purposes 21,888 2,243
Receipts under federal student loan programs 127,034 98,203
Disbursements under federal student loan programs (127,239) (98,202)
Other (3,044) (387)
Agency transactions 2591 1.485
Net cash provided by noncapital financing activities _686.258 675.332
Cash Flows from Capital Financing Activities
Proceeds from capital debt 79,379 12,400
Other 3,793 365
Payments for debt issuance costs (372) 252
Capital appropriations 27,791 168,311
Capital grants and gifts received 7,865 25,391
Purchases of capital assets (194,312) (298,324)
Proceeds from sale of property and equipment 41 48
Principal paid on capital debt and leases (21,700) (24,790)
Interest paid on capital debt and leases (22,908) (21,786)
Deposits for the acquisition of property and equipment __(1.46%5) (1.169)
Net cash used by capital financing activities (121.888) (139.302
Cuash Flows from Investing Activities
Proceeds from sales and maturities of investments 880,123 56,965
Purchase of investiments (915,159) (147,786)
Interest and dividends on investments 16,708 23,103
Net decrease in cash equivalents, noncurrent investments _1.296 17.372
Net cash provided (used) by investing activities (17.032) (50.346)
Net decrease in cash and cash equivalents (21,562) (94,913)
Cash and cash equivalents, beginning of year _174.125 269.038
Cash and cash equivalents, end of year $152.563 $174.125

The accompanying notes are an integral part of these financial statements.
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NEVADA SYSTEM OF HIGHER EDUCATION
STATEMENTS OF CASH FLOWS (in $1,000’s) (CONTINUED)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

System
2009 2008
Reconciliation of Operating Loss to Net Cash Used by Operating Activities
Operating loss (8651,534) ($665,202)
Adjustments to reconcile operating loss to net cash used by operating activities:
Supplies expense related to noncash gifts 1,467 775
Depreciation expense 86,687 75,507
Changes in assets and liabilities:
Accounts receivable, net 4,707 4,183
Loans receivable, net (423) 138
Inventories 200 2
Deposits and deferred expenditures (1,903) (349)
Accounts payable 1,503 (5,801)
Accrued payroll and related liabilities (4,049) 4217
Unemployment insurance and workers’ compensation liability (931) 1,390
Deferred revenue (2,453) 1,240
Refundable advances under federal loan program 96 (241)
Compensated absences _(2.267) 3.544
Net cash used by operating activities A ($568,900) ($580.597)
Supplemental Noncash Activities Information
Capital assets acquired by incurring capital lease obligations and accounts payable $10,235 $8.177
Loss on disposal of capital assets § 1972 $2.477
Capital assets acquired by gifts $.2.745 $1.165
Capital asset acquired in exchange of another asset $15.557 -

The accompanying notes are an integral part of these financial statements.
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000°s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

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?), formerly known as the University and Community College System of Nevada, 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 agency 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 foundations and medical school practice plans (see Note 19). 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, 2009 and 2008 the foundations
distributed $38,405 and $53,610 respectively, to the System for both restricted and unrestricted purposes. Complete financial :
statements for the foundations can be obtained from Mike Reed, 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, 2009 and 2008 the practice plans distributed $1,931 and $817,
respectively, to the System for restricted purposes. Complete financial statements for the practice plans can be obtained from Mike
Reed, 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.



NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 2 - Summary of Significant Accounting Policies (continued):
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
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 primarily 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, 2009 and 2008 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 $2,991 was capitalized during the year ended June 30, 2009. Depreciation is computed on a straight-line basis
over the following estimated useful lives:

Assets Years
Buildings and improvements 6to 40
Land improvements 10to 15
Machinery and equipment 3t0 18
Library books 5
Leasehold improvements shorter of useful life or lease term



NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 2 - Summary of Significant Accounting Policies (continued):

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.

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.
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.

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.



NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 2 — Summary of Significant Accounting Policies (continued):
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 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
2009 and 2008 were $9,129 and $7,176, 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 2008 financial information in order to conform to 2009 presentation.

NEW ACCOUNTING PRONOUNCEMENTS
In November 2006, the GASB issued Statement No. 49, Accounting and Financial Reporting for Pollution Remediation
Obligations, which provides guidance for recording and disclosing activities related to pollution remediation which becomes effective
for years beginning after December 15, 2007. The implementation of this pronouncement did not have a material impact on the System.
In June 2007, the GASB issued Statement No. 51, Accounting and Financial Reporting for Intangible Assets, which requires most

identifiable intangibles be classified as capital assets and gives guidance on amortization, when appropriate. The Statement is effective
for years beginning after June 15, 2009. The anticipated impact of this pronouncement is uncertain at this time.
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 2 - Summary of Significant Accounting Policies (continued):

In November 2007, the GASB issued Statement No.52, Land and Other Real Estate Held as Investments by Endowments, which
improves the quality of financial reporting by requiring endowments to report their land and other real estate investments at fair value,
creating consistency in reporting among similar entities that exist to invest resources for the purposes of generating income. The
Statement is effective for years beginning after June 15, 2008. The implementation of this pronouncement did not have a material
impact on the System.

In June 2008, the GASB issued Statement No. 53, Accounting and Financial Reporting for Derivative Instruments, which address
the recognition, measurement, and disclosure of information regarding derivative instruments entered into by state and local
governments. The Statement becomes effective for years ending June 30, 2010. The anticipated impact of this pronouncement is
uncertain at this time.

In March 2009, the GASB issued Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, which
enhances the usefulness of fund balance information by providing clearer fund balance classifications that can be more consistently
applied and by clarifying the existing governmental fund type definitions. The Statement is effective for the fiscal year ending June 30,
2011. 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, 2009 and 2008 the System’s deposits in money market funds
totaled $23,800 and $0 respectively, and cash in bank was $8,799 and $10,609, respectively. Of these balances, $250 and $200 at June
30, 2009 and 2008, respectively, 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 are responsible for establishing the
investment policies; accordingly, the Board of Regents have promulgated these guidelines in which they have established permitted
asset classes and ranges.

Investments are stated at fair value. The historical cost and market value (fair value) of System investments at June 30, 2009 and
2008 is as follows:

2009 2008

Cost Market Value Cost Market Value
Mutual funds publicly traded $217,653 $197,003 $218,974 $207,522
Partnerships 101,161 151,991 87,361 175,013
Stocks 11,855 11,506 14,269 15,547
Endowment cash and cash equivalents 277 277 362 362
Private commingled funds 194.916 196.710 191919 225.018

$525.862 $557,487 $512.885 $623.462

As of June 30, 2009, the System had entered into various investment agreements with private equity partnerships. Under the
terms of certain of these investment agreements, the System is obligated to make additional investments in these private equity
partnerships of $5,042.

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 statement of net
assets.

In 2009, there has been significant volatility in the domestic and international investment markets, primarily as a result of liquidity
issues in credit markets. Consequently, the fair value of the System’s investments is exposed to higher than typical price volatility
which could result in a substantial reduction in the fair value of certain investments from the amounts reported as of June 30, 2009.



NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 4 - System Investments (continued):

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, 2009 is as follows:

Fair Value - Not Rated

Mutual funds publicly traded $ 197,003 $ 197,003
Partnerships 151,991 151,991
Stocks 11,506 11,506
Endowment cash and cash equivalents 277 277
Private commingled funds 196.710 196.710
$557,487 $557.487

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, 2009 is as follows:

Less than 1 year $481,014
1 to 5 years 44,084
6 to 10 years 14,861
More than 10 years 17.528
$557.487
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, 2009 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 $63,669 in mutual
funds in both the operating and endowment pools that are primarily invested in international equities at June 30, 2009.
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FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 5 — System Endowment Pool:

Approximately $170,264 and $198,725 of endowment fund investments at June 30, 2009 and 2008, respectively, are pooled on a
unit market value basis. As of June 30, 2009, the endowment pool is comprised of investments in mutual funds (69%), stocks (3%),
private equity partnerships (26%), and cash and cash equivalents (2%). As of June 30, 2008, the endowment pool is comprised of
investments in mutual funds (68%), stocks (4%), private equity partnerships (27%) and other investments (1%). 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, 2009 and 2008 was $400.95 and $515.56, respectively. The System follows the requirements of the
Uniform Prudent Management of Institutional Funds Act (UPMIFA).

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, 2009 and 2008, 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 2009, $19.95 was distributed to each time-weighted unit for a total spending rule distribution of
$9,905 and, during 2008, $18.28 was distributed to each time-weighted unit for a total spending rule distribution of $11,948. The 2009
and 2008 distributions were made from investment income of $2,756 and $3,599, respectively, and $7,149 and $8,349, 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 $119,583 and
$132,768 at June 30, 2009 and 2008, respectively, 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.
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 $10,660 and $5,539, respectively, as of June 30, 2009 and 2008.

2009 2008
Accounts receivable:
Student tuition and fees $13,875 $9,548
Sales and services 5,084 5,919
Local and private grants and contracts 12,303 13,371
Other 6.113 7.651
37,375 36,489
Less: Allowance for doubtful loans (10.660) (5.539)
Net accounts receivable $26.715 $30.950

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,
2009 and 2008. 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, 2009 and 2008
are as follows:

2009 2008
Loans receivable $12,723 $11,778
Less: Allowance for doubtful loans (868) (540)
Net loans receivable 11,855 11,238
Less current portion (2,061) (2.305)
Noncurrent loans receivable $9.794 $ 8,933
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NOTE 8 - System Capital Assets:

System capital asset activity for the years ended June 30, 2009 and 2008 is as follows:

2009
Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
Construction in progress $ 383,603 $128,356 ($385,101) $ 126,858
Land 65,407 16,414 - 81,821
Collections 9.778 148 (229) 9,697
Total capital assets not being depreciated 458.788 144918 (385.330) 218.376
Capital assets being depreciated:
Buildings : 1,638,629 412,226 (1,015) 2,049,840
Land improvements 89,011 12,932 (1,295) 100,648
Machinery and equipment 293,640 24,113 (16,541) 301,212
Library books and media 108.149 5.876 (907) 113.118
Total 2.129.429 455.147 (19.758) 2.564.818
Less accumulated depreciation for:
Buildings (452,692) (47,889) 6,350 (494,231)
Land improvements (67,299) (8,986) 1,105 (75,180)
Machinery and equipment (184,710) (28,486) 13,926 (199,270)
Library books and media (93.240) (6.716) 855 (99.101
Total accumulated depreciation (797.941) (92.077) 22.236 (867.782)
Total capital assets being depreciated, net 1.331.488 363.070 2.478 1.697.036
Capital assets, net $1.790.276 $507.988 ($382.852) $1.915.412
2008
Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
Construction in progress $ 345,647 $234,298 ($196,342) $ 383,603
Land 64,601 806 - 65,407
Collections 8.796 982 - 9.778
Total capital assets not being depreciated 419.044 236,086 (196,342) 458,788
Capital assets being depreciated:
Buildings 1,432,501 214,746 (8,618) 1,638,629
Land improvements 82,171 6,986 (146) 89,011
Machinery and equipment 281,320 27,083 (14,763) 293,640
Library books and media 102.605 6.447 (903) 108,149
Total 1.898.597 255.262 (24.430) 2,129.429
Less accumulated depreciation for:
Buildings (414,809) (38,460) 577 (452,692)
Land improvements (63,325) (4,054) 80 (67,299)
Machinery and equipment (170,247) (26,963) 12,500 (184,710)
Library books and media (87.611) (6.530) 901 (93.240)
Total accumulated depreciation (735.992) (76.007) 14.058 (797.941)
Total capital assets being depreciated, net 1.162.605 179.255 (10.372) 1.331.488
Capital assets, net 1,581,649 $415,341 ($206.714) $1,790,276




NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

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.
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

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. 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
2010 $ 19,001 $ 23,232 $ 42233
2011 20,909 22,511 43,420
2012 19,689 21,728 41,417
2013 20,154 20,935 41,089
2014 20,979 20,080 41,059
2015-2019 103,081 87,331 190,412
2020-2024 93,489 65,049 158,538
2025-2029 90,846 43,806 134,652
2030-2034 97,284 21,787 119,071
2035-2039 43.213 __3.551 46.764
Total $528.645 $330,010 $858.655

The Due to State represents the balance of a State General Obligation Bond on behalf of TMCC.
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 2009 to 2019.

System obligations under capital leases were as follows for the year ended June 30, 2009 and 2008:

2009
Beginning Ending
Balance Additions Reductions Balance Current
Capital lease obligations $10.600 $2.033 ($3.931) $8.702 $2.220
2008
Beginning Ending
Balance Additions Reductions Balance Current
Capital lease obligations $12.483 $1.027 ($2.910) $10.600 $3,036

The following System property included in the accompanying financial statements was leased under capital leases as of June 30, 2009
and 2008:

2009 2008
Buildings and improvements $10,421 $10,421
Machinery and equipment 11.962 12.012
Total 22,383 22,433
Less accumulated depreciation (10.102) (8.940)
Total $12.281 $13.493



NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

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:

2010 $2.564
2011 2,520
2012 1,386
2013 1.359
2014 1,025
2015-2019 896
Total minimum lease payments 9,750
Less amount representing interest (1.048)
Obligations under capital leases 38,702

Total interest expense under the System capital leases and included in the accompanying financial statements was $451 and $596,
respectively, during the years ended June 30, 2009 and 2008.

NOTE 11 - System Other Noncurrent Liability Activity:

The activity with respect to System other noncurrent liabilities for the years ended June 30, 2009 and 2008 was as follows:

2009
Beginning Ending
Balance Additions Reductions Balance Current
Refundable advances under
federal loans program $ 7,442 $ 377 ($ 274) $ 7,545 $ -
Compensated absences 45,340 28,129 (30,397) 43,072 29,027
Retentions payable 293 - (293) - -
Deferred revenue 37,927 33,193 (35,743) 35,377 35,311
Other non-current liabilities - 5.775 - 5.775 -
Total $91,002 $67.474 ($66.707) $91,769 $64.338
2008
Beginning Ending
Balance Additions Reductions Balance Current
Refundable advances under
federal loans program $ 7,654 $ 518 ($ 730) $ 7.442 $ -
Compensated absences 41,572 32,015 (28,247) 45,340 30,948
Retentions payable 1,923 375 (2,005) 293 293
Deferred revenue 36.694 36.765 (35.532) 37.927 37.384
Total $87.843 $69.673 ($66,514) $91.002 $68,625

NOTE 12 — Extinguishment of Debt:

At June 30, 2009, debt in the amount of $56,230 is considered to be extinguished through refunding of prior issues by a portion of the
current issues. Sufficient proceeds were invested in state and local government securities and placed in escrow to assure the timely payment
of the maturities of prior issues. Neither the debt nor the escrowed assets are reflected on the financial statements.

NOTE 13 — Irrevocable Letter of Credit:

In connection with its worker’s compensation liability coverage, the System is required to maintain a $629 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, 2009 was $1,708. 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, 2009 and 2008.

IKOTE 14 — 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.
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 14 — System Pension Plans (continued):

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% percent of the employee’s average compensation for
each year of service up to 30 years, with a maximum of 75 percent. 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 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 employces contribute to PERS at a rate of either 10.5% 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 10.5% or 19.75% of annual covered wages,
depending on the option selected by the employee. The System is not liable for any unfunded liabilities of PERS.

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.

The System’s contribution to all retirement plans for the years ended June 30, 2009 and 2008 was approximately (in thousands) $71,312
and $73,589, respectively, equal to the required contribution for each year.

NOTE 15 — 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. The provisions of
GASB Statement No. 45 for governments that were phase 1 governments, such as the Nevada System of Higher Education, for the purpose of
implementation of Statement 34—those with annual revenues of $100 million or more—was effective for fiscal years beginning after
December 15, 2006.

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 State has contributed $19,700 to the
irrevocable trust as a multiple employer cost sharing plan. The unfunded actuarial accrued liability for the trust, as of the most recent valuation
on July 1, 2008, is $1,790,000. This compares to $2,210,000 on July 1, 2007. This is recorded as a liability of the trust and not of the State
or 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.

NOTE 16 ~ 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 State of Nevada Department of Internal Audits has conducted an audit of 2007 building depreciation expenses the State may
recover from the System. The final draft audit report identifies approximately $16,000 that may be assessed prospectively by the State on an
annual basis. It is the opinion of the System and its legal counsel that the System is not subject to this assessment. The System is in
discussion with representative from the State of Nevada Attorney General’s Office seeking to resolve this issue.
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 16 — System Commitments and Contingent Liabilities (continued):

The System has an actuarial study of its workers’ compensation losses completed annually. The study addresses the reserves necessary
to pay open claims from prior years and projects the rates needed for the coming year. Based on the fiscal year 2009 study, the System’s
reserves exceed the actuary’s most pessimistic projections. 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, 2009.

The estimated cost to complete property authorized or under construction at June 30, 2009 is $150,457. These costs will be financed by
State appropriations, private donations, available resources and/or long-term borrowings.

NOTE 17 - 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 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 and excess liability insurance.
NOTE 18 — 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, 2009 and 2008.

2009 2008
Instruction $ 494,682 $ 497,967
Research 123,187 122,972
Public service 64,569 58,871
Academic support 124,770 125,145
Institutional support 141,277 145,919
Student services 111,890 117,560
Operation and maintenance of plant 129,071 118,435
Scholarships and fellowships 51,157 41,176
Auxiliary enterprises 74,756 72,618
Other expenditures 699 -
Depreciation 86.687 75.507
Total $1.402.745 $1.376.170
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000°s)

FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 19 - 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. Condensed combining financial
data of the System related organizations is as follows:

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS

NET ASSETS AS OF JUNE 30, 2009 (in $1,000)

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

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

TOTAL ASSETS

LIABILITIES
Current Liabilities
Due fo affiliates
Current portion of long-term debt
Other current liabilities
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
Expendable
Unrestricted
TOTAL NET ASSETS

UNR
Foundation

$14,661
94,074
3.279
112,014

18
1,878
15,265
17,161

129.175

18

77,196
37,488
8202
$122.904

Practice
Plans

$ 6,041
2,135
10.095
18.271

3,377

410
1,337
4,744
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|1 :
(o0 PR

|0° ]Nl( (B S

!Wtw [

{95
o ¢

|

(98
{98

|

-
)
(o2}

|

38

113(;)

T™MCC
Foundation

$ 706

250
49
1005

247

I.

247

b

£



NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

WNC
Foundation

$1,004

542
1,930
24
$2.496

GBC
Foundation

§ 408
3,377

35
3.820

UNLV
Foundation

$20,786

63

69,572
75,131
22,138
$166,904

CSN
Foundation

$ 2,569
1,473
_5.138
9.180
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8,799
1,588
$10.391

43

NSC
Foundation

$ 669
87
756

569
2,799

569
3,205
286
$4,060

Total
System Related
Organizations

$ 47,300
112,633
26.669
_186.602

5,431
92,898
60.996

_159.325

345927

4,266
1,423
5353
11,042

2,395

151,029
127,165
47.969

$328.558



NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)

FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 19 - System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS

NET ASSETS AS OF JUNE 30, 2008 (in $1,000)

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

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

TOTAL ASSETS

LIABILITIES
Current Liabilities
Due to affiliates
Current portion of long-term debt
Other current liabilities
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:
Nonexpendabie
Expendable
Unrestricted
TOTAL NET ASSETS

UNR
Foundation

$ 20,870
22,395
3,407
46,672

21
92,419
9445
101.885

21

99,623
35,606
7.598
$142,848
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

Total

WNC GBC UNLV CSN NSC System Related

Foundation Foundation Foundation Foundation Foundation QOrganizations
$1,003 $3,198 $ 18,030 $2,629 $ 575 $ 54,053
- 903 4,559 - - 30,526
129 266 4.620 206 132 19.696
1.132 4,367 27.209 2,835 707 104.275
- 4 1,884 10 - 5,735
1,412 2,990 91,764 - - 188,904
216 30 44281 61 6.57 60.627
1.628 3.044 137.929 71 6.574 255.266
2.760 7.411 165.138 2.906 7.281 359.541
- 11 - 85 - 3,659
- _ 20 401 __ 45 - __6.033
- 31 401 130 - 9.692
- - - - - 717
- - 6.31 - - 9.118
— 31 6.715 130 - 19.527
- 4 75 10 - 2,878
611 2,795 71,592 - 569 175,514
2,070 1,521 65,884 1,099 6,458 112,690
79 3.060 20,872 1.667 254 48.932
$2.760 $7.380 $158,423 $2.776 $7.281 $340.014
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)

FOR THE YEARS ENDED JUNE 30, 2009 and 2008

INOTE 19~ System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS

REVENUES, EXPENSES AND CHANGES IN NET ASSETS (in $1,000)

FOR THE YEAR ENDED JUNE 30, 2009

Operating Revenues
Patient revenue
Contract revenue
Contributions
Campus support
Other operating revenue
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 expenses

Income (loss) before other revenue, expenses
gains or losses

Additions to permanent endowments
Other revenues
Total other revenues (expenses)

Increase (decrease) in net assets

Net assets - beginning of year
Net assets - end of year

UNR Practice
Foundation Plans
$ - $64,634
- 7,794
17,359 -
2,213 -
159 2387
20.331 74.815
294 51,890
7 1,040
3.186 22,624
3487 _15.554
16,844 (739)
(19,399) (1,931)
(23.579) (248)
(42.978) 2.179
(26.134) (2.918)
6,190 -
6.190 -
(19,944) (2,918)
142,848 17.649
$122 904 $14.731
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

WNC GBC UNLYVY CSN NSC
Foundation Foundation Foundation Foundation Foundation Total

s - $ - $ - $ - $ - $ 64,634
- - - - - 7,794

709 266 29,805 9,028 939 59,679

- 73 3,254 - - 6,030
100 1 711 413 35 __4.695
809 41 33.770 9.441 974 142.832
152 43 37 - - 53,599

- 4 36 6 - 1,103

579 282 4,599 650 3.76 36.532
731 " 329 4.672 656 3.766 91.234

78 81 29.098 8.785 (2.792) 51.598
(142) (618) (14312) (1,237) (429) (38,405)
200) (517) (13.332) 67 - (37.891)
(342) (1,135) 27.644 (1.170) 429 (76.296)
264 (1.054) 1.454 7.615 3.221) (24.698)

- 25 7,027 - - 13,242

- 25 7.027 - - 13.242
(264) (1,029) 8,481 7,615 (3,221) (11,456)
2.760 7.380 158.423 2.776 7.281 340.014
$2,496 $6,351 $166.904 $10.391 $4.060 $328.558
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)

FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 19 - System Related Organizations (continued):

NEVADA SYSTEM OF HIGHER EDUCATION SYSTEM RELATED ORGANIZATIONS

REVENUES, EXPENSES AND CHANGES IN NET ASSETS (in $1,000)

FOR THE YEAR ENDED JUNE 30, 2008

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

Operating Expenses
Program expenses
Depreciation
Other operating expenses

Total operating expenses

Operating income

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

Income (loss) before other revenue, expenses
gains or losses

Additions to permanent endowments
Other revenues
Total other revenues

Increase (decrease) in net assets

Net assets - beginning of year
Net assets - end of year

UNR Practice DRI DRI T™MCC
Foundation Plans Foundation ResearchPark Foundation
3 - $63,408 $ - $ - $ -
- 7,167 - - -
31,966 - 670 - 562
2,037 - 233 59 143
1.058 2.613 156 3 26
35.061 73.188 1.059 62 731
374 54,069 - - 369
10 866 - 10 -
3.233 20,787 534 65 258
3.617 75.722 534 75 62
31,444 (2.534) 525 (13) 10
(35,463) (817) (509) - -
358 (209) (43) = .
(35.103) (1,026) (552) = —
(3.661) (3.560) 27y (13) 104
2,083 - - - 1
2.083 - - - (73)
(1,578) (3,560) 27 (13) 31
144426 21.209 90 (103) 919
$142.848 $17.649 $ 63 ($116) 50
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2099 and 2008

WNC GBC UNLV CSN NSC

Foundation Foundation Foundation Foundation Foundation
$ - $ - $ - $ - $ -
739 191 23,425 1,011 175

R 67 . - .

117 _ 148 1,500 401 37
856 406 24.925 1.412 212

- 113 63 - 190

- 3 53 6 -

510 266 2.975 624 -
510 382 3.091 630 190
346 24 21.834 782 22
(1,763) (535) (13,158) (1,114) @s51)
(127) 168 (2.893) (424) -
1.890 (367) 16,051 1.538 251
(1,544) 343 5.783 (756) 229
- - 13,245 . 2
— 33 = - = e
I 33 13245 - 2
(1,544) (310) 19,028 (756) 27
_ 4304 7.690 139.395 3.532 7.508
$2.760 $7.380 $158.423 $2,776 $7,281
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 19— System Related Organizations (continued):

UNR Foundation:

Cash and cash equivalents at June 30, 2009 and 2008, consists of:

2009 2008
Cash $ 351 $ 1,449
Money funds 305 -
Common fund investments 13,405 18,362
Certificates of deposit - 130
Treasury bills and notes 600 929

$14.661 $20.870
The fair value of investments at June 30, 2009 and 2008, are as follows:

2009 2008
Equity Investments $ 390 $ 503
Commonfund Bond 22,666 24,947
Commonfund Equity 47,560 62,624
Commonfund Capital Partners 2,063 2,036
Commonfund Realty Investors 4,459 5.303
Commonfund Global Distress 1,499 1,491
Commonfund international
commodities 4,027 6,921
Commonfund intermediate 2,390 3,623
Certificates of Deposit 4,896 2,450
Law Debenture 1,015 -
U.S. Government Securities 4,987 4.916

$95,952 4.814

At June 30, 2009, the Foundation investments had the following maturities:

Investment Maturities (in Years)

Fair Less
Value than 1 1-5 6-10
Equity investments $ 390 $ 39 $ - $ -
Open ended mutual funds 85,679 85,679 - -
Certificates of deposit 4,896 3,018 1,878 -
U.S. Government securities 4987 4.987 - -
$95.952 $94.074 $1.878 $ -

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 may invest in high quality commercial paper,
repurchase agreements, Treasury Bills, certificates of deposit, internal loans, and money market funds to provide income, liquidity for expense
payments and preservation of the investment’s principal value. Commercial paper must be rated at least Al or P-1 (by Moody’s or S&P). No more
than 5% of the Fund’s total market value may be invested in the obligations of a single issuer, with the exception of the United States Government

and its agencies.

The cumulative net depreciation of investments at June 30, 2009 and 2008 was ($29,916) and (§10,129), 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 arc 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.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in a single issuer.



NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 19 - System Related Organizations (continued):

The Foundation restricts investment of cash and cash equivalents and investments to financial institutions with high credit standing and
The Commonfund, a nonprofit membership corporation operated by and for its member colleges, universities and independent schools. The
Foundation currently purchases certificates of deposit of less than two hundred fifty thousand dollars 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

Fixed income securities are subject to credit risk, which is the chance an issuer or other counterparty to an investment will not fulfill its
obligations. It is the policy of the Foundation to manage its credit risk by limiting its fixed income securities to obligations of the U.S.
Government, which are not considered to have credit risk, and to pooled fixed income funds with the Commonfund, The Commonfund is
unrated by recognized statistical rating organizations.

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 current policy limits U.S. Treasury instruments and
certificates of deposit to no more than 90 days out unless the rate justifies the return and the current cash needs permit.

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 Commonfund who 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, 2009, the Foundation’s bank balance was
$13,298. Of this balance, $662 was covered by depository insurance and/or collateralized and $12,045 is held by the Commonfund
government Securities Fund and subject to their investment policies. The remaining $591 was subject to custodial credit risk and as a result
was uninsured at June 30, 2009.

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 open-end mutual
funds through a single custodian. Debt and equity securities other than open-end mutual funds are uncollateralized.

UNLYV Foundation:

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. The UNLV Foundation does not
have a deposit policy for custodial credit risk. Of the cash balances held by custodians at June 30, 2009 and 2008, $250 and $200 was
covered by the FDIC and $248 and $1,447, respectively, was uninsured. Of the cash equivalent balance, $200 was covered by Securities
Investor Protection Corporation (“SIPC”) and $6,782 and $5,271, respectively, was covered by the Customer Asset Protection Company
(“CAPCO”), excess protection provided by two brokerages. In addition, $3,623 and $616, respectively, was held in a bank and was
uninsured.

Investments in the custody of two brokerages are covered by CAPCO. Investments in the custody of the bank are in the nominee name
of the bank and held by the Depository Trust Company.
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NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

INOTE 19 - System Related Organizations (continued):

Investments include the following at June 30, 2009 and 2008:

2009 2008
Mutual funds $ 2,986 $ 2,355
Equities 46,312 49,328
U.S. government obligations 20,203 13,123
Corporate obligations 20,703 21,482
Mortgage-backed securities 16,074 15,896
Alternative investments 6.583 705
Total marketable securities at cost 112,861 102,889
Net unrealized gain (loss) on noncurrent investments (6,975) 2.039
Total fair value of noncurrent investments $105.886 $104,928

Included in U.S. Government obligations are cash and cash equivalents of $9.5 million and $10.1 million as of Tune 30, 2009 and 2008,
respectively.

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 securities. Investment in corporate bonds at June 30, 2009 follows:

Below

Investment

Corporate Bonds Total AAA AA A BBB Grade
Payden & Rygel $11,248 $ 524 $1,905 $4,264 $3,522 $1,033
Wachovia 1,451 101 626 623 101 -
Loomis Sayles 12,838 2,883 526 2,895 5,213 1,321
Tradewinds-NWQ 458 - - - - 458

Note: U.S. Government obligations, mortgage-backed securities, and mutual funds are not included.

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 the endowment fund, the Lehman Aggregate Bond Index average maturity as of June 30, 2009, was 6.71 years. The fixed-income
portfolio’s average maturity was 9.60 years. Interest rates range from 0.399% to 9.95%.

Maturity Maturity Maturity Maturity
Under 1 Year 1-5 Years 5-10 Years Over 10 Years Total
$2,394 $7,262 $6,918 $3,075 $19,649

For the restricted fund, the Lehman Aggregate Index average maturity as of June 30, 2009, was 6.26 years. The fixed-income
portfolio’s average maturity was 6.34 years. Interest rates range from 0.875% to 9.875%.

Maturity Maturity Maturity Maturity
Under 1 Year 1-5 Years 5-10 Years Over 10 Years Total
$1,303 $7.813 $4,697 $11,908 $25,718

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
investments are traded in U.S. dollars. The UNLV Foundation’s investment managers have policies that address foreign currency risk.



NEVADA SYSTEM OF HIGHER EDUCATION

NOTES TO THE FINANCIAL STATEMENTS (in $1,000’s)
FOR THE YEARS ENDED JUNE 30, 2009 and 2008

NOTE 19 - System Related Organizations (continued):
At June 30, 2009 and 2008, the UNLV Foundation had $2,883 and $1,417, respectively in foreign bonds.

During the year ended June 30, 2009 and 2008, the UNLV Foundation recognized ($1 1,844) and ($2,838), respectively, in
investment losses. Earnings included $4,268 and $3,853, respectively, from interest and dividends, ($6,563) and $3,259, respectively, from
net realized (losses) gains on the sale of investments, and ($9,015) and (89,329), respectively, from the change in investment fair value.
Investment expenses of $524 and $609, respectively, and amortization of bond discounts of $10 and $12, respectively, were netted against
earnings.
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NEVADA SYSTEM OF HIGHER EDUCATION
COMBINING SCHEDULES OF NET ASSETS (in $1,000’s)

AS OF JUNE 30, 2009

ASSETS UNR System DRI T™MCC WNC
Current Assets
Cash and cash equivalents $16,658 $ (39,177) $ 2,693 $ 3,692 $ 1,150
Restricted cash and cash equivalents - - 162 - -
Short-term investments 100,999 21,421 16,789 18,896 5,073
Accounts receivable, net 16,191 205 3,231 718 138
Receivable from U.S. Government 18,919 1,838 3,744 696 681
Receivable from State of Nevada 1,871 1,006 139 35 28
Current portion of loans receivable, net 1,470 - - 12 -
Inventories 3,251 228 - 11 -
Deposits and deferred expenditures 2,424 36 1.465 - 2
Other - - 297 37 -
Total Current Assets 161,783 (14.443) 28.520 24.097 7.072
Noncurrent Assets
Cash held by State Treasurer 64,988 - 1,879 442 1,548
Restricted cash and cash equivalents - - - - -
Receivable from State of Nevada 7,518 - - - -
Endowment investments 96,449 8,330 20,648 7,010 180
Deposits and deferred expenditures 2,241 586 - - -
Loans receivable, net 6,227 - - 298 -
Capital assets, net 618,923 23228 71,888 63,578 37,000
Other noncurrent assets - 336 - - -
Total Noncurrent Assets 796.346 32.480 94.415 71,328 38.728
TOTAL ASSETS 958.129 18.037 122.935 95.425 45,800
LIABILITIES
Current Liabilities
Accounts payable 20,454 4,059 805 1,082 619
Accrued payroll and related liabilities 9,069 498 820 2,892 450
Unemployment insurance and
workers’ compensation liability 1,513 51 94 236 43
Current portion of compensated absences 8,826 1,602 3,527 1,301 769
Current portion of long-term debt 7,825 - 641 343 108
Current portion of obligations under capital leases 514 - 63 - -
Accrued interest payable 6,085 - 94 92 -
Deferred revenue 11,782 1,569 2,286 725 97
Funds held in trust for others 1,670 - 446 286 22
Other - - 287 426 -
Total Current Liabilities 67.738 7.779 9.063 7.383 2.108
Noncurrent Liabilities
Refundable advances under federal loan programs 4,723 - - 249 -
Compensated absences 7,168 351 351 292 31
Deferred revenue - - - - -
Long-term debt 252,634 - 9.788 1,440 1,252
Obligations under capital leases 3,000 - 41 - -
Due to State/Other non-current liabiliteis - - - 5.775 -
Total Noncurrent Liabilities 267.525 351 10.180 7.756 1,283
TOTAL LIABILITIES 335.263 8.130 19.243 15.139 3.391
NET ASSETS
Invested in capital assets, net of related debt 352,340 22377 61,517 55,620 35,640
Restricted:
Nonexpendable 36,740 5,985 20,608 2,836 147
Expendable:
Scholarships, research and instruction 59,313 2,178 1,332 4,739 319
Loans 4,653 - - 80 -
Capital projects/ Other 63,741 3,133 4,206 4,772
Debt service 4,293 - - (65) 137
Unrestricted 101.786 (20.633) 17.102 12.870 1.394
TOTAL NET ASSETS $622 866 $ 9,907 $103.692 $80.286 $42.409

56



148
400

128

116

UNLV CS
$ 45,551 $ 4,007
173.818 33,582
3,195 2329
10316 86
574 132
498 68
1,798 582
3.478 72
239.228 40.858
28,102 8,269
7,967 -
40,185 4,025
2072 -
3252 13
817,755 210,453
899,333 222760
1,138,561 263.618
17,603 1.950
10,655 1,497
2,410 529
9,708 2,646
9.968 -
1344 299
4902 ;
15,663 2,608
8392 324
80.645 9.853
2,566 7
4,169 1,200
66 -
242,817 ;
2376 1,065
251.994 2272
332,639 12,125
573,018 209,090
11,513 2211
33,612 3,604
734 -
26,429 8,269
6,917 -
153.699 28319
$805.922 $251.493

NSC Total
$ 217 $35,640
- 162
5,927 380,489
299 26,715
168 36,664
7 3,793
- 2,061
203 6,073
27 7,562
- 334
6.848 499.493
2,767 108,794
- 7,967
- 7518
- 176,998
- 4,899
4 9,794
28,859 1,915,412
- 336
31,630 2231718
38.478 2.731.211
758 47,478
294 26,575
- 5,004
210 29,027
- 19,001
- 2,220
- 11,188
340 35,311
15 11,208
- 713
1.617 187.725
- 7,545
291 14,045
- 66
- 509,644
- 6,482
- 5.775
291 543,557
1,908 _731.282
28,859 1,382,189
- 80,211
- 105,464
4 5,488
2,767 112,775
- 11,538
4.940 302,264
$36.570 $1.999 929




NEVADA SYSTEM OF HIGHER EDUCATION
COMBINING SCHEDULES OF NET ASSETS (in $1,000’s)

AS OF JUNE 30, 2008

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
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
Other assets
Other noncurrent assets

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities

Accounts payable
Accrued payroll and related liabilities
Unemployment insurance and

workers’ compensation liability
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
Deferred revenue
Long-term debt
Obligations under capital leases
Due to State
Total Noncurrent Liabilities

TOTAL LIABILITIES

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

UNR

§ (6,258)
2,299
116,803
20,348
19,744
6.456
1,739
3,105
3,447

_167.683

61,652

20,313
124,881
2,221
5,711
558,953

773.731

941414

347,481
38,005

81,804
5,005
62,513
4,259
_115.000
$654.067
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System
$ -

44,322
209
946
579
157
401

46.614

=
=

$ 933
167
15,471
3,417
3,443
582

{e=]
1353
~

N
oo
i~

:

7,744

7,661

66,899
18,300

100.604

125.444

734
718

112
3,231
611

99
2,085
700
580
8.990

55,862
20,688
6,124
7,97(;

14.884
$105.528

1,179
1,764

354
1,585
328

99
781
101
446

6.637

56,210
4,819
4,655
7.872

(72)
9.809

225
1,016

127
610
137

182
42

2339

34,978
147

235
()
4,773
137
3162

$43.431



153
392

136

112

311
5,675

1915
$48.321

UNLV CSN
$ 5490 $ 1,453
178,952 30,684
2,853 2,551
12,637 387
4,700 1,790
465 85
1,869 751
395 23
_207.361 37.724
52,282 10,858
18,922 -
41,655 246
52,513 5,060
1,754 -
2,895 25
771,745 214,675
941.766 230.864
1.149.127 268.588
14,954 2,203
14,490 1,826
2,836 628
9,600 2,465
9,448 .
1,305 412
4,789 -
17,432 2,812
5,507 304
80361 10.650
2,470 7
4,253 1,173
236 -
234,646 -
3,819 222
245424 1.402
325.785 12.052
531,929 214,041
11,631 2,237
43,511 4218
1,115 -
109,785 11,104
6.362 -
119.009 24.936
$823.342 $256,536

NSC Total
$ (94) $ 2815
- 2,466
4,752 416,772
301 30,950
683 38,238
333 16,121
- 2,305
375 6,471
158 4,475
- 884
6.508 521.497
4,127 149,922
- 18,922
- 62,214
- 206,690
- 4,597
- 8,933
24,926 1,790,276
- 18,300
4 357
29.057 2.260211
35,565 2.781.708
1,768 46,649
79 30,625
- 5,934
247 30,948
- 17,150
- 3,036
- 9,921
172 37,384
8 8,400
- 2,519
2274 192,566
- 7,442
342 14,392
- 543
- 449227
- 7,564
- 6.175
342 485.343
2,616 _677.909
24,926 1,314,351
- 81,527
- 142 851
4 6,211
4,127 213,819
- 10,686
3.892 334,354
$32.949 $2.103,799
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NEVADA SYSTEM OF HIGHER EDUCATION
COMBINING SCHEDULES OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS (in

$1,000’s)
FOR THE YEAR ENDED JUNE 30, 2009
UNR System DRI TMCC WNC
Operating Revenues
Student tuition and fees (net of scholarship
allowances of $63,584 and $53,502) $ 77,710 $ - $ - $ 13,075 $ 3.978
Federal grants and contracts 100,343 1,645 29,487 9,000 2,395
State grants and contracts 15,022 - 162 1,223 1,320
Local grants and contracts 22,816 - 618 - -
Other grants and contracts 11,960 424 2,788 197 -
Sales and services of educational departments :
(including $2,525 from System related organizations)
36,375 3,632 - 946 274
Sales and services of auxiliary enterprises (net of :
scholarship allowances of $4.,630) 29,307 - - 1,380 734
Interest earned on loans receivable 110 - - 3 -
Other operating revenues 2.517 467 7.69 77 -
Total operating revenues 296.160 6.168 40.752 25.901 8.701
Operating Expenses
Employee compensation and benefits 334,024 20,231 32,658 45,966 21,438
Utilities 13,431 1,941 1,398 1,581 738
Supplies and services 129,237 9,448 9,611 8,975 4514
Scholarships and fellowships 13,717 47 - 4,897 1,704
Depreciation 27.510 1.642 5.195 3,047 1,509
Total operating expenses 517.919 33.309 48.862 64.466 29.903
Operating (loss) income (221.759) (27.141) (8.110) (38.565) (21.202)
Nonoperating Revenues (Expenses)
State appropriations 200,432 28,422 9,666 39,416 19,956
Refund to the State - (3,808) - - -
Transfers to/from System Admninistration 14,981 (43,284) 1,495 1,747 691
Gifts (including $31,569 from System related
organizations) 15,956 850 305 225 : 260
Investment income, net (loss) (35,577 (4,673) (6,176) (3,292) (650)
Disposal of capital assets (470) (22) (336) 40) 5)
Interest expense (10,291) - (696) (375) ' (72)
Other nonoperating revenues (1,715) 16 - - -
Net nonoperating revenues (expenses) 183316 (22.499) 4.258 37.681 20.180
Income (loss) before other revenue, expenses,
gains or losses (38.443) (49.640) (3.852) 884 (1.022)
State appropriations restricted for capital purposes - - 2,096 (2,223) -
Capital grants and gifts (including $7,588 from System
related organizations) 6,985 - - - -
Additions to permanent endowments (including $132
from System related organizations) 257 3,291 (80) 24 -
Other expenses - - - - -
Total other revenues (expenses) 7.242 3.291 2.016 (2.199) -
Increase (decrease) in net assets (31.201) (46.349) (1.836) (3.083) (1.022)
Net Assets
Net assets — beginning of year 654,067 _56.256 105.528 83.369 43431
Net assets — end of year $622.866 9.907 $103.692 $80.286 $42.409
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GBC UNLV CS SC Eliminations Total

$ 3,476 $ 135,715 $ 46,928 $ 4,006 $ - $ 284,888
2,523 68,969 15,716 2,282 (9,755) 222,605
155 13,560 5,955 361 - 37,758

- 1,067 - 39 - 24,540

1,047 2,066 18 - - 18,500
519 24,700 2,448 14 - 68,908
780 43,091 1,189 1,020 - 77,501

- 51 1 - - 165

29 5221 301 37 - 16,346
8.529 294.440 72,556 7.759 9.755 751211
18,236 347,086 109,576 14,400 . 943,615
859 13,588 4392 283 . 38,211
4318 83,765 35,940 7,022 (9,755) 283,075
844 16.612 12,217 1,119 - 51,157
2311 33,481 11.097 895 - 86.687
26.568 494,532 173.222 23.719 (9.755) 1.402.745
(18.039) (200.092) (100.666) (15.960) - (651.534)
16,180 198,680 94,156 16,509 - 623,417
- - . - - (3,808)

341 19,586 3,954 489 - -
513 15,172 796 269 - 34,346
(361) (28,087) (4,469) (458) - (83,743)
(120) (1,395) 12 - - (2,376)
(90) (9,838) (102) - - (21,464)

- 16,333 - - - 14,634
16.463 210.451 94,347 16.809 - 561.006
(1576 10,359 (6.319) 849 - (90,528)
- (29,418) @ 2,665 - (26,884)

39 1,615 1,208 107 - 9,954

- 24 7 - - 3,588
39 (21.779) 1.276 2772 - (13.342)
(1.537) (17.420) (5.043) 3.621 - (103.870)
48321 823,342 256,536 32.949 - 2,103,799
$46.784 $805.922 $251.493 $36.570 $ - $1.999.929
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NEVADA SYSTEM OF HIGHER EDUCATION
COMBINING SCHEDULES OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS (in
$1,000’s)

FOR THE YEAR ENDED JUNE 30, 2008

UNR System DRI TMCC WNC
Operating Revenues
Student tuition and fees (net of scholarship
allowances of $53,502) $ 71,977 $ - $ - $12,644 $ 3,725
Federal grants and contracts 101,606 1,906 30,370 6,164 1,801
State grants and contracts 14,712 - 144 1,417 1,412
Local grants and contracts 22,620 - 819 - -
Other grants and contracts 11,134 623 2,749 249 104
Sales and services of educational departments
(including $27,243 from System related
organizations) 36,518 4,282 - 839 397
Sales and services of auxiliary enterprises (net of
scholarship allowances of $6,143) 27,674 - - 1,411 656
Interest earned on loans receivable 107 - - 2 -
Other operating revenues 2.890 534 5.96 285
Total operating revenues 289,238 7.345 40,047 23011 8.095
Operating Expenses
Employee compensation and benefits 331,109 19,899 30,917 47,203 22,668
Utilities 12,260 2,005 1,289 1,601 696
Supplies and services 130,968 12,655 10,161 9,107 4,264
Scholarships and fellowships 12,360 145 - 3,817 1,258
Depreciation 24.071 1,354 4214 3.089 1.310
Total operating expenses 510.768 36,058 46.581 64.817 30,196
Operating (loss) income (221.530) (28.713) (6.534) (41.806) (22.101)
Nonoperating Revenues (Expenses)
State appropriations 203,758 28,900 10,021 39,277 20,545
Refund to the State - - (82) - -
Transfers to/from System Administration 12,462 (48,259) 1,398 1,356 630
Gifts (including $26,695 from System related
organizations) 18,106 776 433 198 330
Investment income, net 268 1,332 32 547 ©9)
Disposal of capital assets (481) (364) (346) (48) (3)
Interest expense (6,412) 41 (700) (403) (80)
Other nonoperating revenues (972) (6) - - 120
Net nonoperating revenues (expenses) 226.729 (17.662) 10,756 40.927 21,533
Income (loss) before other revenue, expenses,
gains or losses 5.199 (46.375) 4222 879 (568)
State appropriations restricted for capital purposes 68,885 - 5,694 5,167 4,691
Capital grants and gifts (including $25,590 from System
related organizations) 23,235 - - - 1,433
Additions to permanent endowments (including $188
from System related organizations) 1,340 312 18,564 34
Gain on sale of land - - - - B
Other expenses - - - - __(350)
Total other revenues 93.460 312 24258 5.201 5.774
Increase (decrease) in net assets 98.659 (46.063) 28.480 4.322 5.206
Net Assets
Net assets — beginning of year 555.408 102.319 77.048 79.047 38.225
Net assets - end of year $654,067 $56.256 $105,528 $83.369 $43.431




GBC UNLV CS NSC Eliminations Total

$ 2,730 $122,063 $ 39,767 $ 3,897 $ - $ 256,803
2,011 81,293 10,275 1,119 (22,115 214,430
273 13,254 5985 502 - 37,699
- 1,318 51 18 - 24,826
- 1,584 1 - - 16,444
544 24,616 2,735 14 B 69,945
674 43,174 1,393 1,026 - 76,008
- 42 - - - 151
- 4,489 451 48 - 14,662
6232 291.833 60.658 6.624 (22.115) 710.968
18,135 344,234 106,316 13,259 - 933,740
816 13,896 4,483 282 - 37,328
3,457 94,157 39,083 6,682 (22,115) 288,419
859 14,494 7,207 1,036 - 41,176
__1.558 29.074 10.478 359 - 75.507
24,825 495855 167,567 21618 (22.115) 1.376.170
(18.593) (204,022) (106.909) (14.994) - (665.202)
16,089 195,667 92,671 14,837 . 621,765
- - - - - (82)
249 14,210 8,630 9,324 - -
1,287 13,547 839 2,115 - 37,631
45 2,781 500 2 - 5,498
(419) (983) (151) - - (2,795)
(96) (9,232) (84) - - (17,048)
3.830 386 (3.830) (36) - (508)
20.985 216376 98,575 26.242 - 644,461
2392 12.354 (8.334) 11.248 - (20.741)
2,017 90,625 7,270 1,638 - 185,987
200 1,519 52 - - 26,439
- 35 258 - - 20,543
- - - - - (350)
2217 92.179 7.580 1.638 - 232,619
4,609 104,533 (754) 12.886 - 211.878
43,712 718.809 257.290 20,063 - 1.891.921
$48.321 $823.342 $256,336 32.949 $ - $2.103,799
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2>, Nevada Systém of Higher Education
%] Single Audit Report 4
*/ For the Year Ended June 30, 2009

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, 2009, 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, 2009:

Federal Perkins Loan Advances (CFDA Number 84.038): $1,349,373
Nursing Student Loan Advances (CFDA Number 93.364): $75,150
Health Professions Student Loan Advances (CFDA Number 93.342): $49,289

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 $8,262,502, $477,263, and $532,655 respectively as of June 30, 2009.

Note 3:

For the fiscal year ended June 30, 2009, the System processed approximately
§$175,124,021 in new loans under the Federal Family Education Loan Program (CFDA
84.032) and 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, 2009 was zero.
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Matters Based on an Audit of Financial Statements Performed F 408.275.0582

. GrantThornton.
in Accordance with Government Auditing Standards Lo Enomoneom

Board of Regents
Nevada System of Higher Education

We have audited the financial statements of the business-type activity 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, 2009, and have issued our report thereon dated January 22, 2010. 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 as 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. Other auditors audited the
financial statements of DRI Foundation, DRI Research Park, Truckee Meadows Community College
Foundation, College of Southern Nevada Foundation, and the Nevada State College Foundation as
described in our report on the System’s financial statements. Other auditors audited College of Southern
Nevada Foundation, Inc., in accordance with Government Auditing Standards. 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 University of
Nevada Reno Foundation, Practice Plans, DRI Reseatch Parks, Ltd., DRI Research Foundation, Truckee
Meadows Community College Foundation, Great Basin College Foundation, University of Nevada, Las
Vegas Foundation, and the Nevada State College Foundation were not audited in accordance with
Government Anditing 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 auditing 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
a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control over financial reporting that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd 151



Grant Thornton

Our consideration of internal control over financial reporting was for the limited purpose described
above and would not necessarily identify all deficiencies in internal control over financial reporting that
might be significant deficiencies or material weaknesses. However, we identified a certain deficiency in
internal control over financial reporting that we consider to be a material weakness and another deficiency
that we consider to be a significant deficiency.

We consider the deficiency described in the accompanying Schedule of Findings and Questioned Costs as
Finding 2009-1 to be a material weakness. We consider the deficiency described in the accompanying

Schedule of Findings and Questioned Costs as Finding 2009-2 to be a significant deficiency.

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 disclosed no instances of noncompliance or other matters that are required to be
- reported under Government Auditing Standards.

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 exptess no opinion on it.

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

Gm?" 7/4014@77 L]

San Jose, California
January 22, 2010

Grant Thornton LLP
U.S. member firm of Grant Thornton International Lid 152
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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 described in the U.S. Office of Management and Budget (“OMB”) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended June 30,
2009. The System’s major federal programs are identified in the summary of auditors’ 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.

We did not audit the System’s compliance with requirements governing student status change reporting in
accordance with requirement of the Student Financial Assistance Cluster described in the OMB Citcular
A-133 Compliance Supplement. In addition, for the University of Nevada, Las Vegas and College of
Southern Nevada, we did not audit the Institution’s compliance with requirements governing student loan
repayments in accordance with requirement of the Student Financial Assistance Cluster described in the
OMB Circular A-133 Compliance Supplement. Those requirements govern functions that are performed
by third party service providers. Since we did not apply auditing procedures to satisfy ourselves as to
compliance with those requirements, the scope of our work was not sufficient to enable us to express,
and we do not express, an opinion on compliance with those requirements. The service providers’
compliance with the requirements governing the functions that they perform for the Institutions for the
year ended June 30, 2009 were examined by other accountants 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. Our report does not include the results of the other accountants’
examination of the service providers’ compliance with such requirements.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America as 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 State, Local Government, and
Nowprofit Organizarions. 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
circamstances. We believe that our audit provides a reasonable basis for our opinion. Qur audit does not
provide a legal determination on the System’s compliance with those requirements.

Grant Thornton LLP
U.8. member firm of Grant Tnoraton International Ltd 153
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In our opinion, the System complied, in all material respects, with the requirements referred to above that
are applicable to its major federal programs for the year ended June 30, 2009. However, the results of our
auditing procedures disclosed instances of noncompliance with those requirements, which are required to
be reported in accordance with OMB Circular A-133 and which are described in the accompanying
Schedule of Findings and Questioned Costs as Findings 2009-3 and 2009-4.

Internal Control Over Compliance

The 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 requirements 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 our opinion on compliance, but not
for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we express no such opinion.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in the System’s internal control
that might be significant deficiencies or material weaknesses as defined below. However, as discussed
below, we identified certain deficiencies in internal control over compliance that we consider to be
significant deficiencies.

Requirements governing student status change reporting are performed by third party service providers
for all institutions. For the University of Nevada, Las Vegas and College of Southern Nevada,
requirements governing Federal Perkins Loan Program repayments are performed by third party service
providers. Internal control over compliance relating to such functions for the year ended June 30, 2009
were reported on by other accountants 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. Our report does not include the results of the other accountants’ testing of the
service providers internal control over compliance related to such functions.

A control deficiency in the System’s internal control over compliance exits 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 noncompliance with a type of compliance requitement of a federal
program on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the System’s ability to administer a federal program such that there is
more than a remote likelithood that non-compliance with a type of compliance requirement of a federal
program that 1s more than inconsequential will not be prevented or detected by the entity’s internal
control. We consider the deficiencies in internal control over compliance described in the accompanying
Schedule of Findings and Questioned Costs as Findings 2009-3 and 2009-4 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, which result in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program, will not be prevented or detected by the System’s internal control. We did not consider
any of the deficiencies described in the accompanying Schedule of Findings and Questioned Costs to be
material weaknesses.

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.

Grant Thornton LLP
U.S. member firm of Grant Thornton international Lid 154
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This report is intended solely for the information and use of the audit committee, management, and
federal awarding agencies and is not intended to be and should not be used by anyone other than these
specified parties.
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January 22, 2010
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Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year ended June 30, 2009

SECTION I — SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of aUAItOrs” FEPOLT ISSUBH: .uuviuivuiiiirii ettt e s et eee s unqualified
Internal control over financial reporting:

©  Material Weakness IdENTIIEAP ...ttt e e e e et s et r et yes

e Significant deficiency identified that are not considered to be material
WEARTIESSES? 1ovuviiieisisiesttte ettt ettt s e s et e sen s e et ee et et e eeenese e s s e e s s et s e s et e s e e e ee s yes

Noncompliance matetial to financial StAtements NOtEAP ... ....oiveweieeveieeeeeeee e e e eees s s e oo no
Federal Awards

Internal control over major programs:

e Material Weakness IAENTIIEA? ...t e e e e no

e Significant deficiency identified that are not considered to be material
TVEAKILESSESD 1vviietsieiesete ittt etee st cs et e s v s e e eeeea s e eee e e e e ee et e e e ees et e s s s e s et e s et e s s e e e et ee e yes

Type of auditors’ report issued on compliance for Major PLOZLAMS: wuueeruereeriverrieersrersiensseeeesreeeeseoeone. unqualified

Any audit findings disclosed that are required to be reported in accordance
with section 510(a) Of CICUAr A-133P ..ot s e e ee e e e r e yes

Identification of major programs:

Name of Federal Cluster

Student Financial Aid Cluster
Research and Development Cluster

Dollar threshold used to distinguish between type A and type B programs:...........cooovvereceereeerrerosernnnn. $3,000,000
Auditee qualified as JoW-11SK AUAITEET ....uuvimiiiiiiieii et yes
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Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year ended June 30, 2009

SECTION II — FINANCIAL STATEMENT FINDINGS

FINDING 2009-01 — Controls over Financial Statement Reporting

Criteria or Specific Requivement

Per AU section 325 of the American Institute of Certified Public Accountants (AICPA) Professional
Standards, a material weakness is a deficiency, or a combination of deficiencies, in internal control, 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.

Condition

The System-wide financial statements received during fieldwork were untimely, incomplete, contained
numerous errors and required a number of adjustments to both the statements and the related disclosures.
This is the third consecutive year this matter has been reported as a control deficiency.

Context

Currently, it appears as though the primary test of System-wide financial statements and disclosure accuracy is
the external audit process. While controllers at each institution are responsible for the correctness of the data
submitted to the System, there are no System level finance department personnel with (1) the appropriate
knowledge of GAAP for GASB reporting entities to ensure accurate disclosure or presentation, (2) the
overall skill set required to complete the consolidation process (3) responsibility to coordinate the System-
wide adoption of new accounting pronouncements, or (4) responsibility to further challenge and correct
errors and deficiencies in data submitted by the institutions and System-related organizations. There is a lack
of strong leadership over the financial reporting process.

Effect

Due to the conditions noted above, significant corrections were required to the financial statements and
related disclosures as a result of the external audit process and the entire process of issuing audited financial
statements was delayed.

Canse

The System office lacks finance department individuals with the expertise and knowledge needed to
accurately prepare and/or review System-level financial statements or provide leadership and assume
responsibility over the consolidation process and the final product.

Recommendation
We recommend the System arrange for the appropriate level of leadership and skill sets to fulfill its
responsibility for preparing accurate and timely System-wide financial statements.

Views of Responsible Officials and Planned Corrective Actions (Unaudited)

NSHE agrees with the recommendation. The process that was put in place for this year’s audit was done
after a review of prior audits. In particular, prior audits indicated the need to change responsibilities within
the System Office to work more effectively with the external auditors. The weaknesses noted in this year’s
audit clearly indicate that modifications did not work as anticipated.

Indeed, discussions have already begun to determine the reasons why the specific deficiencies occurred.
These discussions will lead to a modification of responsibilities within the System Office. The changes are
designed to correct the noted control deficiencies and minimize the possibility of their occurrence in future
audits.



Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2009

FINDING 2009-01 - Controls over Financial Statement Reporting - Continued

In the earlier years noted, the internal control issues centered on whether adjustments to the financial
statements were made to a draft or final copies of the financial statements upon presentation to the external
auditors. In another year, a series of adjustments had to be made to the numbers after their presentation to
the external auditors. These issues have been accounted for and the anticipated changes in future audits will
correct the deficiencies noted in the 2009 audit.

FINDING 2009-02 — Controls over the Investments Cycle

Criteria or Specific Requirement

Per AU section 325 of the American Institute of Certified Public Accountants (AICPA) Professional
Standards, a significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to initiate, authorize, record, process, ot report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity’s financial statements that is more that inconsequential will not be prevented
or detected.

Condition

During the audit, we noted a significant delay in receiving the information necessary to complete our testing
over the investments cycle, particularly in the area of substantiating the valuation of alternative investments
and documenting the internal controls surrounding valuation.

Context

- Based on discussions with management and review of related support, we have noted that the System appeats
to have improved the documentation regarding their consideration of fair value as it relates to their alternative
investments over the prior year. However, this information and other information needed to complete our
testing were either incomplete or not received on a timely basis.

Effect

The important process of valuing alternative investments should be completed in a thorough and timely
manner to support accurate financial reporting and it initially was not. This matter also contributed to delays
and inefficiency in completing our audit.

Cause
The work supporting valuation of alternative investments cycle had not been properly performed,
documented or reviewed by a supervisor prior to the start of audit fieldwork.

Recommendation
We recommend that the System ensure that the work supporting the valuation of alternative investments is
completed and reviewed prior to the start of audit fieldwork.

Views of Responsible Officials and Planned Corrective Actions (Unandited)
NSHE agrees with the recommendation. NSHE staff will work closely with Cambridge Associates to insure
that the preparation of the valuation materials for the alternative investments as well as the documentation

regarding the internal controls supporting the valuations are prepared and reviewed prior to the start of the
audit fieldwork.



Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2009

SECTION III — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING 2009-03 —Student Loan Repayments — Perkins Loans

Federal Programs

Department of Education

CFDA 84.038 Federal Perkins Loans
Award year ending June 30, 2009

Criteria or Specific Reguirvement

Pursuant to Code of Federal Regulations 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 ot 2
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.

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.

Questioned Costs
$0

Contesxt :
For eleven of the twenty-five students chosen for testing at the University of Nevada Reno, we noted that the
required comimunications were not completed timely.

Effect
The University does not consistently comply with the specific requitements 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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Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2009

FINDIING 2009-03 ~Student Loan Repayments — Perkins Loans - Continued

Views of Responsible Officials and Planned Corrective Actions (Unandited)
UNR agrees with the finding and recommendation.

Correction: The Loan Department has developed policies and procedures to ensure that the Federal Perkins
Loan accounts are billed in accordance with the Code of Federal Regulations 674.43. By the 10t of each
month the delinquent account report will be created and the first overdue letters will be produced and mailed
prior to the 15th of the month. A copy of the report will be provided to the manager of the department for
review. A second overdue notice will be generated within 30 days after the first overdue notice is sent. And
the final demand notice will be sent 15 days after the second notice. If payment or a request for deferment,
postponement, or cancellation is not received within 30 days of the final notice date, the account will be
referred for collections. Copies of all letters sent will be retained in the borrowers file.

FINDING 2009-04 — Reporting

Federal Programs
Research and Development Cluster
Award year ending June 30, 2009

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, University of Nevada Reno, and University of Las Vegas are not
filing technical and financial reports timely.

Context

Testing at the Desert Research Institute identified four technical reports and one financial report filed late.
Testing at the University of Nevada Reno identified five technical reports and one financial report filed late.
Testing at the University of Nevada Las Vegas identified one technical report filed late.

QOnestioned 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.

Recormmendation

We recommend that the institutions educate those responsible for filing technical and financial reports noting
that the lack of timely filing reports could lead to a delay in reimbursement of grant funds, or a possible loss
or non-renewal of the grant itself.
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Nevada System of Higher Education
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2009

FINDING 2009-04 — Reporting - Continued

Views of Responsible Officials and Planned Corrective Actions (Unandited)

UNLYV has procedures in place to track the timeliness of technical report submission and we will continue to
inform faculty of the importance of fulfilling our reporting requirements. We are also in the process of
strengthening our procedures to include sending notifications indicating this is a serious issue and can
threaten future funding, escalating communications to Chairs and Deans, and holding up new account set up
for principal investigators that have seriously delinquent reports. The new procedures will be implemented in
2010. In regard to the late report noted, OSP notified the principal investigator of the required report and
continued to follow up regularly to convey the importance of reporting and promote compliance.

UNR concurs with the finding and understands the importance of timely submittal of technical and financial
reports to sponsors and the potential for delay or funding of projects. An automatic email notification is sent
to the PI approximately 45 days prior to the end date to remind them of the technical report requirements.
UNR sponsored projects office also sends an additional request as part of the project close out process.
UNR will more closely monitor the status and send an additional reminder notice to the PI approximately 60
days after the end date of the project.

"The DRI Financial Services Office has informed those responsible for filing technical reports that the lack of
timely filing reports could lead to a delay in reimbursement of grant funds, or a possible loss of non-renewal
of the grant itself. The Grants and Contracts Office will be more diligent in assuring that financial reports are
filed in a timely manner. DRI has developed a database to manage this important responsibility and is
developing internal procedures to deal with repeat offenders.
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Nevada System of Higher Education
STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS

Year ended June 30, 2009

FINDING 2008-01 - Controls over Financial Statement Reporting (Unresolved Finding 2007-01)

Criteria or Specific Requirement

Per AU section 325 of the American Institute of Certified Public Accountants (AICPA) Professional
Standards, a significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to initiate, authorize, record, process or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entitiy’s financial statements that is more than inconsequential will not be
prevented or detected.

Condition

The financial statements received during fieldwork were incomplete or contained errors and missing key
disclosures. In addition, during audit fieldwork, there wete a number of errors noted and adjustments
required to be made to the financial statements as a result of audit procedures.

Context

Under current conditions at NSHE, the primary test of financial statements and disclosures accuracy is the
external audit process. While leaders at each campus are responsible for the correctness of the data submitted
to the System, there are no System level Accounting personnel with the authotity and responsibility to
challenge and correct errors and deficiencies before the external auditors receive the financial statements.
Appropriate internal controls (and auditing standards) dictate that this review and challenge process be
performed by management.

Ejfect

Due to the conditions noted above, significant corrections were made to the financial statements and related
disclosures as a result of the external audit process. An initial comprehensive assessment of financial
statement and footnote disclosure correctness by System management did not take place.

Canse
The System does not have an individual on staff with the authority to challenge or override campus level
financial statement submissions to produce the System’s financial statements.

Recommendation

Moss Adams recommends the System gives the financial statement preparation responsibility to an individual
with strong knowledge of generally accepted accounting principles, the availability to focus on establishing
and maintaining accounting policies and procedures, and the authority to select among allowable reporting
alternatives on behalf of the System when necessary.

Views of Responsible Officials and Planned Corrective Actions

The System Administrative Office has limited financial personnel who are trained to perform the
consolidation process. With recent personnel changes in the Banking & Investments Department, the job
duties were changed and the financial statement preparation will be performed by the Banking & Investments
Department for the year ending June 30, 2009

Cutrrent Status
This matter is repeated as Finding 2009-1.
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Nevada System of Higher Education
STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2009

FINDING 2008-02 — Controls over Monitoring Investments

Criteria or Specific Reguirement

Per the Committee of Sponsoring Organizations of the Treadway Commission (COSO) Internal Control —
Integrated Framework, management has the primary responsibility for the effectiveness of an organization’s
internal control system. Management is to establish the system to ensure it operates effectively. When
organizations use external parties to perform certain functions, such as procedures over hedge fund ongoing
due diligence, the associated risks must still be managed properly. Users of outsourced services must
understand how the service provider’s internal control system manages or mitigates the risks that are
significant, and obtain at least periodic confirmation that the controls are operating effectively.

Condition

As of June 30, 2008, the System had approximately $27 million of its investment portfolio invested in hedge
funds with three fund managers. The System relied on its third-party service provider to perform ongoing
due diligence procedures over the management of the System’s hedge funds by those three fund managers.
Through discussion with third party service provider, Moss Adams discovered the three fund managers were
not under purview of the third-party service provider and limited ongoing due diligence procedures had been
petformed.

Contexct
System management must establish controls over its hedge funds to support the existence and valuation
assertions. These controls include initial due diligence, ongoing monitoring, and financial reporting.

Effect

Due to the condition noted above, hedge fund manager investment strategies may change and go undetected
by the System and significantly impact the valuation of the underlying investments, or be in violation of
System policies.

Canse

Hedge fund fair value measurements are inherently more complex than investments with published price
quotations in active markets. Therefore, hedge fund assumptions involve the use of judgment as patt of the
fair value measurement process. The System does not receive sufficient information to evaluate and
independently challenge significant hedge funds in its portfolio.

Recommendation

Moss Adams recommends that System management seek access to information provided by its hedge fund
managers. This includes conducting periodic interviews with hedge fund managers, obtaining copies or
summaries of changes to valuation policies and procedures, comparing the fund’s performance to benchmark
returns, reviewing periodic investor reports and letters, and attending the hedge fund manager’s annual
investor confidence.

Views of Responsible Officials and Planned Corvective Actions

Over the past eighteen months, NSHE staff has continued to revisit this topic and has increased the in-house
due diligence performed on the alternative and private equity managers in the NSHE portfolio. Duting the
audit period, NSHE staff visited one alternative manager and participated in various fund managers’ webcasts
portfolio updates. NSHE staff also continues to perform the quartetly performance review with NSHE’s
consultant, Cambridge and Associates, and during these meetings directly addressed petformance issues with
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Year ended June 30, 2009

FINDING 2008-02 —~ Controls over Monitoring Investments - Continued

the fund managers. In response to current market conditions, and continuing forward, the Director of
Banking and Investments will have expanded responsibility for due diligence. In this regard, the Director has
begun conducting a monthly performance analysis. Further, the Director of Banking and Investments has
initiated discussions with the private equity expert and Cambridge and Associates and is in the process of
scheduling what will become routine meetings to facilitate discussions to compliment Cambridge’s due
diligence process on private equity funds. This initiative will customize Cambridge’s procedures to NSHE’s
private equity holdings and provide NSHE due diligence independent of Cambridge’s work. The job
responsibilities of the Director of Banking and Investments has been revised to include due diligence
performance on alternative and private equity funds. The Director of Banking and Investments is in the
process of building a travel budget to fund on site visits to fund managers and possible attendance at annual
investor’s meetings. Upon approval of the budget, the Director of Banking and Investments will develop
annual site visits for approval by the Vice Chancellor for Finance and Administration. The Vice Chancellor
for Finance and Administration and the Director of Banking and Investments will periodically review the
suggested due diligence activities. This final review will ensure the strategic value of NSHE’s due diligence
protocols.

Cutrrent Status
Of the internal control deficiencies listed above that have not been corrected, those are repeated in Finding
2009-2. Deficiencies not repeated have been addressed.

FINDING 2008-03 — Special Tests and Provisions: Return of Title IV Funds for Unofficially
Withdrawn Students (Untesolved Finding 2007-04)

Federal Programs

Department of Education

Student Financial Assistance Cluster
Award year ending June 30, 2008

Criteria or Spectfic Requirement

Per the 2007-08 Student Federal Student Aid Handbook, Vol 5., Chap. 2, an institution must have a
procedure for determining whether a Federal Student Aid (FSA) recipient, who began attendance during a
period, completed the period, or should be treated as a withdrawal. If a student who began attendance, and
has not officially withdrawn, fails to earn a passing grade in at least one course offered over an entire period
the institution must assume, for Title IV purposes that the student has unofficially withdrawn, unless the
institution can document that the student completed the period. A school that is not required to take
attendance may use either the midpoint of the period (as described in 34CFR 668.22(.c)) or a student’s last
day of attendance at, or participation in, any academically related activity as the student’s withdrawal date.

Condition

During our testing of student files across the Nevada System of Higher Education, we noted that Truckee
Meadows Community College and Nevada State College were not identifying unofficial withdrawal students
that received all failing grades or a combination of withdrawals and failing grades.

QOntestioned Costs
$12,483 — The Colleges are in the process of returning funds for these students.
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Year ended June 30, 2009

FINDING 2008-03 — Special Tests and Provisions: Return of Title IV Funds for Unofficially
Withdrawn Students (Unresolved Finding 2007-04) - Continued

Context

The practice of not identifying students with all no passing grades or a combination of no passing grades and
withdrawal grades causes unofficially withdrawn students to be missed for return of Title IV funds
calculations. At both institutions, the missed categories of potentially withdrawn students occurred for Fall
2007 term only; for the Spring 2008 term, identification procedures and ensuring return of finds calculations
were done correctly at both schools.

Effect
Based on the policy used, the students were not identified within the proper time frame and therefore the
nstitutions were not able to return the funds timely.

Cause
The instances noted above appeared to be due to an oversight of the Department of Education guidelines,
coupled with changes in key personnel.

Recommendation

Moss Adams recommends Truckee Meadows Community College and Nevada State Coﬂege develop and
implement policies to ensure that at the end of each payment period or period of enrollment, the institution
determines unofficial withdrawal status for students with no passing grades and withdrawals. This
determination should be done within 30 days of the end of the term.

Views of Responsible Officials and Planned Corrective Actions (Unandited)

Nevada State College (NSC) — In 2007-08, NSC was in the midst of a transition with the resignation of our
Director. This transition created and understaffing issue, which caused some of our regular processes to be
temporarily interrupted. For Official Withdrawals, NSC runs a FOCUS report bi-weekly to determine
complete withdrawals during the semester. For Unofficial Withdrawals, NSC runs a FOCUS report
immediately after final grades are processed. Instructors are sent an informational form in order for us to
determine if the student earned the failing grade(s) or if they stopped attending, and are asked to return the
form within seven days. If the students earned the failing grades, then no Return of Tide IV (R2T4)
calculation is necessary. If the instructor gave a failing grade because the student stopped attending, then we
use the last date of attendance the basis for calculating the R2T4 return. If an instructor fails to respond, we
use the last date of attendance reported among all the other instructors. If none of the instructors respond,
we us the 50% midpoint of the semester as the basis for calculation.

Truckee Meadows Community College (TMCC) — Due to the 2007 R2T4 finding, TMCC underwent a
comprehensive revamping of the R2T4 process, with 2 new report being developed at the beginning of the
2007-08 award year. Our report was initially written to identify students who unofficially withdrew from all
courses with W grades. It was an oversight to not include students who received all F’s or a combination of
F’s and W’s. This error was identified after the end of the fall 2007 semester, and the report we have been
using since then identifies students unofficially withdrawing with F’s, W’s, or a combination of the two.

Current Status
Internal control deficiency has been remediated.

166



Nevada System of Higher Education
STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS - CONTINUED

Year ended June 30, 2009

FINDING 2008-04 — Special Tests and Provisions: Return of Title IV Funds for Withdrawn Stydents
(Unresolved Finding 2007-05)

Federal Programs

Department of Education

Student Financial Assistance Cluster
Award year ending June 30, 2008

Criteria or Specific Requirement
Per 34CFR 668.22(j)(1), an institution must return the amount of Title IV funds for which it is tespongihje a5
soon but no later than 45 days after the date of the institution’s determination that the student withdrey,

Condition
During our testing of student files across the Nevada System of Higher Education, we noted Tyyckee
Meadows Community College, Nevada State College, and College of Southern Nevada had instanceg here
funds were not returned within 45 days after the date of the institution’s determination that the student
withdrew.

Questioned Costs
$0

Context

Truckee Meadows Community College and Nevada State College did not identify all categories of stydents
who had withdrawn without notifying the institution, and, as a result, returned funds late to the Department
of Education. This is documented in Finding 2008-3. College of Southern Nevada had two instances oyt of
a sample of ten for the Fall 2007 term that were not returned within the 45 day requirements.

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

Canse

For Truckee Meadows Community College and Nevada State College, the instances of not returning Tit]e [V
funds within the required timeframe appear to be due to not identifying unofficially withdrawn students i, 4
timely manner, resulting in the funds being returned late; this was documented in Finding 2008-3. For the
College of Southern Nevada the funds were returned late; however, the instances of non-compliance
occurred before the related finding for the year ended June 30, 2007 was communicated to management.

Recommendation
Moss Adams recommends NSE educational intuitions develop and implement policies to ensure funds due to
the Department of Education are returned within 45 days of determining the student’s withdrawal date.

Views of Responsible Officials and Planned Corvective Actions (Unandited)

NSC ~ As stated in the response to Finding 2008-3, we run reports bi-weekly throughout the seMester, as
well as immediately after final grades are processed. Instructors are given seven days to respond. All
potential R2T4 calculations are monitored weekly to ensure compliance with the 45-day regulation.
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FINDING 2008-04 — Special Tests and Provisions: Return of Title IV Funds for Withdrawn Students
(Unresolved Finding 2007-05) - Continued

College of Southern Nevada (CSN) — CSN believes its current processes and procedures, implemented in
response to the 2006-2007 audit findings, meet the administrative capability requirements for returning
unearned Title IV funds to the Department of Education within the allowed 45-day period. No ﬁndjngs were
attributed to any CSN student that withdrew after October 1, 2007.

TMCC — The funds were returned late due to late identification of unofficially withdrawn students as
identified in Finding 2008-3. Unofficially withdrawn students are not being propetly identified, so late return

of funds will not reoccur.

Current status _
Internal control deficiency has been remediated.
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