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Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements

Performed in Accordance with Government Auditing Standards 

The Honorable Ronald Knecht, MS, JD & PE
State Controller
Carson City, Nevada 

We have audited, in accordance with the 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, the financial statements of the governmental 
activities, the business-type activities, the aggregate discretely presented component units, each major 
fund, and the aggregate remaining fund information of the State of Nevada, as of and for the year ended 
June 30, 2018, and the related notes to the financial statements, which collectively comprise the State of 
Nevada’s basic financial statements, and have issued our report thereon dated January 7, 2019. Our report 
includes a reference to other auditors who audited the financial statements of the Nevada System of 
Higher Education, a discretely presented component unit; the Housing Division Enterprise Fund, the Self 
Insurance and Insurance Premiums Internal Service Funds, the Pension Trust Funds and the Other 
Employee Benefit Trust Fund – State Retirees’ Fund, the Nevada College Savings Plan – Private Purpose 
Trust Fund, the Retirement Benefits Investment Fund – Investment Trust Fund, and the Division of 
Museums and History Dedicated Trust Fund – Special Revenue Fund, as described in our report on the 
State of Nevada’s financial statements. This report does not include the results of the other auditors’ 
testing of internal control over financial reporting or compliance and other matters that are reported on 
separately by some of those auditors. The financial statements of the Division of Museums and History 
Dedicated Trust Fund, the Pension Trust Funds, the Insurance Premiums Internal Service Fund and the 
Retirement Benefits Investment Fund were not audited in accordance with Government Auditing 
Standards.  

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

Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and therefore, material weaknesses or significant 
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deficiencies may exist that were not identified. However, as described in the accompanying schedule of 
findings and responses, we identified certain deficiencies in internal control that we consider to be 
material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. We 
consider the deficiencies described in the accompanying schedule of findings and responses as findings
2018-A and 2018-B to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. We considered the deficiency described in the accompanying schedule of findings and 
responses as finding 2018-C to be a significant deficiency.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the State of Nevada’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.

The State of Nevada’s Response to Findings
The State of Nevada’s response to the findings identified in our audit is described in the accompanying 
schedule of findings and responses. The State of Nevada’s responses were not subjected to the auditing 
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.

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

Reno, Nevada
January 7, 2019
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Findings Relating to the Financial Statements Reported in Accordance with GAGAS: 
�
�
�����$��� 3ULRU�3HULRG�$GMXVWPHQW�RI�8QHPSOR\PHQW�5HYHQXHV�

0DWHULDO��HDNQHVV�
�
Criteria:  0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�DQ�

HIIHFWLYH�V\VWHP�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ���
3URSHUO\�UHSRUWLQJ�UHYHQXHV�LV�D�NH\�FRPSRQHQW�RI�HIIHFWLYH�
LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ���

�
Condition: $�SULRU�SHULRG�DGMXVWPHQW�RI�������������ZDV�UHTXLUHG�WR�FRUUHFW�

FHUWDLQ������UHYHQXHV��ZKLFK�ZHUH�LQDGYHUWHQWO\�UHFRUGHG�WZLFH�
LQ��������

�
Cause:� ,QWHUQDO�FRQWUROV�LQ�SODFH�LQ�������GLG�QRW�HQVXUH�WKDW�UHYHQXHV�

ZHUH�UHSRUWHG�DFFXUDWHO\���
�
Effect: ,Q�������UHYHQXHV�LQ�WKH�8QHPSOR\PHQW�&RPSHQVDWLRQ�)XQG�

ZHUH�RYHUVWDWHG�E\��������������
�
Recommendation: :H�UHFRPPHQG�WKH�6WDWH�RI�1HYDGD�HQKDQFH�LQWHUQDO�FRQWUROV�WR�

HQVXUH�UHYHQXHV�DUH�UHSRUWHG�DFFXUDWHO\��
�
Views of Responsible Officials:  0DQDJHPHQW�DJUHHV�ZLWK�WKLV�ILQGLQJ��
�
�������
�
�
�
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Findings Relating to the Financial Statements Reported in Accordance with GAGAS: 
�
�
�����%�� 3ULRU�3HULRG�$GMXVWPHQW�RI�0HGLFDLG�)HGHUDO�5HLPEXUVHPHQWV�DQG�([SHQGLWXUHV�

0DWHULDO��HDNQHVV�
�
Criteria:  0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�DQ�

HIIHFWLYH�V\VWHP�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ���
3URSHUO\�UHSRUWLQJ�0HGLFDLG�H[SHQGLWXUHV�DQG�WKH�UHODWHG�
0HGLFDLG�IHGHUDO�UHLPEXUVHPHQWV�LV�D�NH\�FRPSRQHQW�RI�
HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�� �

�
Condition: $�SULRU�SHULRG�DGMXVWPHQW�RI�������������ZDV�UHTXLUHG�WR�FRUUHFW�

�����0HGLFDLG�H[SHQGLWXUHV�LQ�WKH�DPRXQW�RI�������������DQG�
0HGLFDLG�IHGHUDO�UHLPEXUVHPHQWV�LQ�WKH�DPRXQW�RI��������������
ERWK�RI�ZKLFK�ZHUH�PLVFDOFXODWHG�DQG�WKHUHIRUH�XQGHUVWDWHG�LQ�
WKH������ILQDQFLDO�VWDWHPHQWV���

�
Cause:� ,QWHUQDO�FRQWUROV�LQ�SODFH�LQ������GLG�QRW�HQVXUH�WKDW�0HGLFDLG�

H[SHQGLWXUHV�DQG�WKH�UHODWHG�0HGLFDLG�)HGHUDO�UHLPEXUVHPHQWV�
ZHUH�SURSHUO\�FDOFXODWHG�DQG�UHSRUWHG���

�
Effect: $W�-XQH�����������IXQG�EDODQFH�LQ�WKH�*HQHUDO�)XQG�ZDV�

RYHUVWDWHG�E\��������������
�
Recommendation: :H�UHFRPPHQG�WKH�6WDWH�RI�1HYDGD�HQKDQFH�LQWHUQDO�FRQWUROV�WR�

HQVXUH�0HGLFDLG�H[SHQGLWXUHV�DQG�WKH�UHODWHG�0HGLFDLG�IHGHUDO�
UHLPEXUVHPHQWV�DUH�FDOFXODWHG�DQG�UHSRUWHG�DFFXUDWHO\��

�
Views of Responsible Officials:  0DQDJHPHQW�DJUHHV�ZLWK�WKLV�ILQGLQJ��
�
�������
�
�
�
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Findings Relating to the Financial Statements Reported in Accordance with GAGAS: 
�
�
�����&��� +LJKZD\�)XQG�±�5HYHQXH�DQG�8QDYDLODEOH�5HYHQXH��

6LJQLILFDQW�'HILFLHQF\�
�
Criteria:  0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�DQ�

HIIHFWLYH�V\VWHP�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ���
3URSHUO\�UHFRUGLQJ�UHYHQXH�DQG�XQDYDLODEOH�UHYHQXH��GHIHUUHG�
LQIORZV�RI�UHVRXUFHV��LV�D�NH\�FRPSRQHQW�RI�HIIHFWLYH�LQWHUQDO�
FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ���

�
Condition: 'XULQJ�RXU�WHVWLQJ�RYHU�UHYHQXH�DQG�XQDYDLODEOH�UHYHQXH��ZH�

QRWHG�WKDW�D�SRUWLRQ�RI�D�\HDU�HQG�MRXUQDO�HQWU\�ZDV�GXSOLFDWHG���
$Q�DGMXVWLQJ�MRXUQDO�HQWU\�ZDV�UHTXLUHG�WR�FRUUHFW�WKH�GXSOLFDWHG�
MRXUQDO�HQWU\�LQ�WKH�+LJKZD\�)XQG�����

�
Cause:� 7KH�LQWHUQDO�FRQWUROV�LQ�SODFH�RYHU�UHYHQXH�UHFRJQLWLRQ�GLG�QRW�

HQVXUH�WKH�SRVW�-XQH���WK�DPRXQWV�UHFRUGHG�IRU�UHYHQXH�DQG�
XQDYDLODEOH�UHYHQXH�ZHUH�FRUUHFW����

�
Effect: 3ULRU�WR�WKH�DGMXVWLQJ�MRXUQDO�HQWU\��UHYHQXH�ZDV�XQGHUVWDWHG�E\�

�����������DQG�XQDYDLODEOH�UHYHQXH�ZDV�RYHUVWDWHG�E\�
�������������

�
Recommendation: :H�UHFRPPHQG�WKH�6WDWH�RI�1HYDGD�HQKDQFH�LQWHUQDO�FRQWUROV�

RYHU�UHYHQXH�UHFRJQLWLRQ�WR�HQVXUH�SRVW�-XQH���WK�DPRXQWV�
UHFRUGHG�IRU�UHYHQXH�DQG�XQDYDLODEOH�UHYHQXH�DUH�FRUUHFW��

�
Views of Responsible Officials:  0DQDJHPHQW�DJUHHV�ZLWK�WKLV�ILQGLQJ��
�
�������
�
�
�
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