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Independent Auditor’s Report

To the Board of the
Public Employees’ Benefits Program
Carson City, Nevada

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the Self Insurance Internal Service Fund of the State of
Nevada, as of and for the year ended June 30, 2023, and the related notes to the financial statements,
as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of the Self Insurance Internal Service Fund of the State of Nevada, as of
June 30, 2023, and the changes in its financial position and cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States (Government Auditing Standards). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of the State
of Nevada, and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Emphasis of a Matter

As discussed in Note 1, the financial statements present only the Self Insurance Internal Service Fund,
and do not purport to, and do not, present fairly the financial position of the State of Nevada, as of June
30, 2023 and 2022, the changes in its financial position, or, where applicable, its cash flows for the years
then ended in accordance with accounting principles generally accepted in the United States of America.
Our opinion is not modified with respect to this matter.

Correction of an Error

The financial statements of the Self Insurance Internal Service Fund of the State of Nevada as of and for
the year ended June 30, 2022 were audited by other auditors, whose report dated February 22, 2023,
contained an unmodified opinion on those statements.
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As discussed in Note 13 to the financial statements, certain errors occurred related to the classification
of cash flow activities that were previously reported for the year ended June 30, 2022. This error
resulted in a restatement of cash flow activities as of June 30, 2022. Our opinion is not modified with
respect to this matter.

As part of our audit of the 2023 financial statements, we also audited the adjustments described in
Note 13 that were applied to restate the 2022 financial statements. In our opinion, such adjustments
were appropriate and have been properly applied. We were not engaged to audit, review or apply any
procedures to the 2022 financial statements of the Self Insurance Internal Service Fund of the State of
Nevada other than with respect to the adjustments and, accordingly, we do not express an opinion or
any other form of assurance on the 2022 financial statements as a whole.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and
Government Auditing Standards will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the State of Nevada’s internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.



We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the schedule of
the Fund’s proportionate share of the net pension liability on page 35, the schedule of the Fund'’s
contributions — pension on page 36, schedule of the Fund’s proportionate share of the net OPEB liability
on page 37, and the schedule of the Fund’s contributions — OPEB on page 38 be presented to
supplement the basic financial statements. Such information is the responsibility of management and
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with GAAS, which
consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this missing
information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 11, 2024
on our consideration of the Self Insurance Internal Service Fund of the State of Nevada’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 solely 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 Self Insurance Internal Service Fund of
the State of Nevada’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 in considering
the Self Insurance Internal Service Fund of the State of Nevada’s internal control over financial reporting
and compliance.

@M,{Lr"

Reno, Nevada
July 11, 2024



State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Statements of Net Position
June 30, 2023 and 2022

Assets

Current Assets
Cash and cash equivalents
Prepaid insurance
Receivables
Accounts receivable, net
Intergovernmental receivable
Due from other State of Nevada funds
Due from State of Nevada Retiree Health and Welfare fund
Due from Nevada System of Higher Education

Total current assets
Capital Assets
Equipment
Right to use leased assets
Less accumulated depreciation and amortization
Total capital assets, net
Total assets
Deferred Outflows of Resources
Pension related amounts

OPEB related amounts

Total deferred outflows of resources

See Notes to Financial Statements

2023

2022

$ 128,251,217

$ 140,185,989

7,975 14
3,922,217 13,772,307
928,279 2,240,641
1,811,555 2,842,560
34,416,623 25,046,900
38 1,105,541
169,337,904 185,193,952
137,064 154,663
2,239,384 -
(244,429) (144,356)
2,132,019 10,307
171,469,923 185,204,259
1,354,022 1,312,782
89,230 125,886
1,443,252 1,438,668




State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Statements of Net Position
June 30, 2023 and 2022

Liabilities and Net Position

Current Liabilities
Bank overdraft
Accounts payable
Accrued payroll and related benefits
Due to other State of Nevada funds
Unearned revenue
Current maturities of compensated absences
Current maturities of lease liabilities
Current maturities of net OPEB liability
Reserve for losses

Total current liabilities
Noncurrent Liabilities
Compensated absences, net of current maturities
Lease liabilities, net of current maturities
Net OPEB liability, net of current maturities
Net pension liability
Total noncurrent liabilities
Total liabilities
Deferred Inflows of Resources
Pension related amounts
OPEB related amounts
Total deferred inflows of resources
Net Position
Net investment in capital assets

Restricted for future claims and related expenses

Total net position

See Notes to Financial Statements

2023 2022

$ 1,207,902 S 3,413,547

1,699,175 1,301,408
131,257 102,946
29,624 46,105
9,664,653 5,435,806
115,928 158,007
171,712 -
34,009 -
80,174,935 79,492,071
93,229,195 89,949,890
54,656 70,554
2,018,932 -
1,154,935 1,395,724
4,034,515 2,265,928
7,263,038 3,732,206
100,492,233 93,682,096
183,925 1,916,469
139,064 56,929
322,989 1,973,398
(58,625) 10,307
72,156,578 90,977,126

S 72,097,953 S 90,987,433




State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2023 and 2022

Operating Revenues
Insurance premiums

2023

2022

$ 365,997,765

$ 359,639,820

Other 36,650 21,183
Total operating revenues 366,034,415 359,661,003
Operating Expenses
Salaries and benefits 2,161,003 2,024,758
Operating 4,418,205 5,082,430
Claims expense 326,861,514 304,752,973
Depreciation/amortization 129,590 3,237
Insurance premiums and contractual obligations 60,410,337 58,244,946
Total operating expenses 393,980,649 370,108,344
Operating Income (Loss) (27,946,234) (10,447,341)
Nonoperating Revenues (Expenses)
Payments from other State of Nevada funds 6,038,836 16,516,757
Payments to other State of Nevada funds (727,330) -
Interest expense (33,196) -
Gain (loss) on disposal of assets (3,267) -
Investment income (expense) 210,751 (4,702,251)
Interest Income 3,570,960 1,020,748
Total nonoperating revenues 9,056,754 12,835,254
Change in Net Position (18,889,480) 2,387,913
Net Position, Beginning of Year 90,987,433 88,599,520

Net Position, End of Year

See Notes to Financial Statements

S 72,097,953

S 90,987,433




State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Statements of Cash Flows
Years Ended June 30, 2023 and 2022

2022
2023 As Restated

Operating Activities

Receipts from customers and users S 95,398,987 S 83,785,517

Receipts from services to State of Nevada funds 146,453,391 137,655,066
Receipts from State of Nevada component units 131,524,828 118,793,080
Payments to suppliers, other governments and beneficiaries (392,105,185) (370,592,136)
Payments to employees (2,283,855) (2,384,959)
Payments for services to other State of Nevada funds (717,846) (659,985)

Net cash used for operating activities (21,729,680) (33,403,417)

Noncapital Financing Activities

Receipts from other State of Nevada funds 7,988,836 18,786,311

Payments to other State of Nevada funds (743,811) -
Net cash from noncapital financing activities 7,245,025 18,786,311
Capital and Related Financing Activities

Purchase of capital assets (15,185) (2,906)

Principal paid on leases (48,740) -

Interest paid on leases (33,196) -
Net cash used for capital and related financing activities (97,121) (2,906)
Investing Activities

Interest, dividends and gains (losses) 2,647,004 (3,902,979)

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

See Notes to Financial Statements

(11,934,772)

140,185,989

(18,522,991)

158,708,980

$ 128,251,217

$ 140,185,989




State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Statements of Cash Flows
Years Ended June 30, 2023 and 2022

Reconciliation of Operating Income (Loss) to Net Cash
used for Operating Activities
Operating income
Adjustments to reconcile operating income to net cash
from (used for) operating activities
Depreciation
Changes in assets and liabilities
Decrease (increase) in receivables
Decrease (increase) in due from State of Nevada funds,
retiree health and welfare and system of higher ed
Decrease (increase) in prepaid expenses
Decrease (increase) in deferred outflows of resources
Increase (decrease) in payables and accruals
Increase (decrease) in unearned revenue
Increase (decrease) in net pension liability
Increase (decrease) in net OPEB liability
Increase (decrease) in deferred inflows of resources

Total adjustments
Net Cash used for Operating Activities

Noncash Investment, Capital and Financing Activities
Leases incurred for right to use assets

See Notes to Financial Statements

2023

2022
As Restated

$ (27,946,234)

$ (10,447,341)

129,590
11,162,452

(8,048,508)
(7,961)
(4,584)

(1,154,680)

4,228,847

1,768,587
(206,780)
(1,650,409)

3,237
(3,328,523)

(18,051,129)
3,505
(715,589)
(3,195,962)
1,952,312
(1,271,523)
(9,905)
1,657,501

6,216,554

(22,956,076)

$ (21,729,680)

$ (33,403,417)

S 2,239,384

S -




State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Notes to Financial Statements
June 30, 2023 and 2022

Note 1- Summary of Significant Accounting Policies

The financial statements of the Self Insurance Internal Service Fund (the Fund), Public Employees’ Benefits
Program (PEBP) of the State of Nevada (the State) have been prepared in conformity with accounting principles
generally accepted in the United States of America (U.S. GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. A summary of the Fund'’s significant accounting
policies applied in the preparation of the accompanying financial statements is presented below.

Plan Description

The Fund was created in 1983 by the Nevada Legislature to administer group health, life and disability insurance
for covered employees, both active and retired, of the State, and certain other participating public employers
within the State. All public employers in the State are eligible to participate in the activities of the Fund and
currently, in addition to the State, there were four public employers participating at June 30, 2023 and 2022.
whose employees are covered under the plan. Additionally, all retirees of public employers contracted with
PEBP to provide coverage to their employees are eligible to join the program subsequent to their retirement.
Public employers are required to subsidize their retirees who participate in the plan in the same manner the
State subsidizes its retirees. Currently, the State, the Nevada System of Higher Education and 165 public
employers within the State are billed for retiree subsidies. The Fund provides medical, dental, vision, long-term
disability, mental health, substance abuse, and life insurance benefits. The Fund is overseen by PEBP’s Board.
The board is composed of eleven members, ten members appointed by the governor, and the director of the
State’s Department of Administration or their designee.

The Fund is self-insured for medical, dental, vision, mental health and substance abuse benefits and also offers
fully insured HMO products. Life insurance benefits are fully insured by outside carriers. For the self-insured
benefits, rate-setting policies have been established after consultation with an actuary. The participating public
employers, with the exception of the State, are not subject to supplemental assessment in the event of
deficiencies.

PEBP has instituted a Consumer Driven Health Plan (CDHP) with Health Savings Account (HSA) and Health
Reimbursement Account (HRA) components. The HSA component is designed for eligible active employee’s
where the HRA component is for retirees and surviving spouses, domestic partners and certain employees
enrolled in the CDHP.

PEBP has also implemented an individual market Medicare exchange where retirees eligible for Medicare
purchase individual coverage on the private market with an HRA component to reimburse retirees for insurance

premiums and other out of pocket expenses.

In addition, PEBP has implemented an Exclusive Provider Organization (EPO) plan. The plan is self-insured.



State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Notes to Financial Statements
June 30, 2023 and 2022

Reporting Entity

Governmental accounting and financial reporting principles require that basic financial statements be presented
for governmental entities which present financial statements in accordance with accounting principles generally
accepted in the United States of America. The accompanying financial statements are not intended to present
the combined financial activities of the State taken as a whole, but are intended only to present the

financial position, results of operations, and cash flows of the Fund.

Fund Accounting

The operations of the Fund, a proprietary fund (internal service fund), are accounted for by a separate set of
self-balancing accounts that comprise its assets, liabilities, net position, revenues, and expenses. The Fund is
used to account for the services provided to the employees and retirees of the State and other governmental
units under the programs administered by management.

Basis of Accounting

The Fund maintains its accounting records on the accrual basis of accounting. Under this method, revenues are
recognized at the time they are earned and expenses are recognized when the related liabilities are incurred
regardless of the timing of cash flows. The Fund is reported using the economic resources measurement focus.
The revenues derived from current operations are generally intended to provide those resources necessary to
maintain continued delivery of such services in the future. Net positions greater or lesser than those required to
support ongoing operations are moderated by adjustments of future charge rates appropriate to accomplish the
long-term cost recovery objectives of the Fund.

Internal Service Funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses result from providing services in connection with providing group health, life and
disability insurance. Operating expenses include the cost of services, administrative expenses and depreciation
on capital assets. All revenues and expenses not meeting this definition are reported as nonoperating revenues
and expenses.

Cash with State Treasurer

For the purpose of presentation in the Fund’s financial statements and the statements of cash flows, cash
equivalents are short-term, highly liquid investments that are both (a) readily convertible to known amounts of
cash and (b) so near to maturity that they present insignificant risk of changes in value due to changing interest
rates. Such amounts include the State’s general portfolio (Treasurer’s Pool). Cash with State Treasurer functions
as a demand deposit account.

10



State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Notes to Financial Statements
June 30, 2023 and 2022

Receivables, Due from other State of Nevada Funds, Fiduciary Funds, and Component Units

Receivables as well as the due from other State of Nevada funds, State of Nevada Retiree Health and Welfare
Fund, and Nevada System of Higher Education comprise of insurance premiums due as of June 30 that have not
yet been remitted, interest distributions from the Treasurer’s Pool, various rebates, or other miscellaneous
items such as approved transfers from other State of Nevada Funds that have not yet occurred. The fund
evaluates the collectability of these balances based on historical factors and known conditions. An allowance for
doubtful accounts is created, if the historical factors and known conditions create doubt on the potential
collectability. Amounts on the statements of net position are shown net of an allowance, if applicable.
Additional detail of these balances is presented in Note 4 to the financial statements.

The third party administrator that processes claims payments on behalf of the Fund has identified overpayments
in the amount of $2,435,716 and $3,192,254 as of June 30, 2023 and 2022, respectively. Overpayments are
followed up on every 30 days until recovery is made. These amounts have not been accrued as a receivable on
the statement of net position but are recorded as a reduction to claims expense in the period in which recovery
is received. Collection attempts cease when the overpayment is greater than four years old.

Unearned Revenue

The Fund administers an additional pass-through budget account, the Active Employee Group Insurance Subsidy
(AEGIS) budget account. This budget account is utilized for recording the payments made by the State and
participating employers and received by the Fund on behalf of active employees. Agencies contribute a fixed
dollar amount per employee into this budget account. However, insurance premiums are earned in accordance
with the PEBP approved rate for insurance coverage for the plan and tier to which each employee belonged. The
difference between cash contributions from AEGIS and premiums earned resulted in a surplus of contributions
over premiums of $9,664,653 and $5,248,361 for the years ended June 30, 2023 and 2022, respectively. These
amounts were allocated among all state entities that paid the AEGIS subsidy proportionate to their size and
were included in the subsequent year’s budget.

Capital Assets

Capital assets are recorded at cost and consist of assets with an initial, individual cost of more than $5,000 and
an estimated useful life in excess of one year. Capital assets are depreciated on a straight-line basis over
estimated useful lives of three to ten years. The cost of repairs and maintenance that do not materially extend
the life of an asset are not capitalized.

Right to use leased assets are recognized at the lease commencement date and represent the Fund’s right to use
an underlying asset for the lease term. Right to use leased assets are measured at the initial value of the lease
liability plus any payments made to the lessor before commencement of the lease term, less any lease
incentives received from the lessor at or before the commencement of the lease term, plus any initial direct
costs necessary to place the lease asset into service. Right to use leased assets are amortized over the shorter of
the lease term or useful life of the underlying asset using the straight-line method. The amortization period for
the Fund’s right to use assets ranges from 5 — 12 years.

11



State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Notes to Financial Statements
June 30, 2023 and 2022

Estimated Claims

The Fund contracted a provider of consulting and actuarial services to estimate its liability for incurred but not
reported claims, claims reported but not yet paid and administrative expenses expected to be incurred in
conjunction with processing incurred but not reported claims as of June 30, 2023 and 2022, respectively. This
liability is estimated by the actuary based on industry trends and claims lag information reported by the third-
party administrator. Such liabilities are necessarily based on estimates, and, while management believes the
amount is adequate, the ultimate liability may be in excess of, or less than, the amounts provided. The methods
for making such estimates and for establishing the resulting liability are reviewed on an annual basis and any
adjustments are currently reflected in net income from operations.

Included in the estimated claims is the liability for the unused portion of the HRA component of the CDHP and
the Medicare exchange. The liabilities are provided by each third-party administrator.

Compensated Absences

A liability for compensated absences relating to services already rendered and that are not contingent on a
specified event is accrued as employees earn the rights to the benefits. Compensated absences relating to
future services or that are contingent on a specified event will be accounted for in the period those services are
rendered or those events take place. Annual and sick leave benefits not used as earned accumulate to be carried
over to the next year, except that annual leave in excess of 240 hours (30 days) per employee is forfeited each
December 31.

Accumulated annual leave and compensatory time are payable upon termination, retirement, or death. Unused
sick leave may be partially compensated at that time according to formulas established by the Department of
Administration. The Fund reports accrued compensated absences as a liability.

Lease Liability

Lease liabilities represent the Fund’s obligation to make lease payments arising from the lease. Lease liabilities
are recognized at the lease commencement date based on the present value of future lease payments expected
to be made during the lease term. The present value of lease payments is discounted based on a borrowing rate
determined by the Fund.

Pensions

For purposes of measuring the net pension liability and deferred outflows/inflows of resources related to
pensions, and pension expense, information about the fiduciary net position of the Public Employees’
Retirement System of Nevada (PERS) plan and additions to/deductions from the plan’s fiduciary net position
have been determined on the same basis as they are reported by PERS. For this purpose, benefit payments
(including refunds of employee contributions) are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.

12



State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Notes to Financial Statements
June 30, 2023 and 2022

Post-Employment Benefits Other Than Pensions (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows/inflows of resources related to OPEB and
OPEB expense, information about the fiduciary net position of the State Retirees’ Health and Welfare Benefits
Fund and additions to/deductions fiduciary net position have been determined on the same basis as they are
reported by the State Retirees’ Health and Welfare Benefits Fund. For this purpose, benefit payments are
recognized when due and payable in accordance with the benefit terms.

Deferred Outflows/Inflows of Resources

In addition to assets, the statements of net position include a separate section for deferred outflows of
resources. This financial statement element represents a consumption of net assets that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense) until that time. The Fund reflects
deferred outflows of resources in the statements of net position for items related to pensions and other
postemployment benefits.

In addition to liabilities, the statements of net position include a separate section for deferred inflows of
resources. This separate financial statement element represents an acquisition of net assets that applies to
future period(s) and will not be recognized as an inflow of resources (revenue) until that time. The Fund reflects
deferred inflows of resources in the statements of net position for items related to pensions and other
postemployment benefits.

Net Position
In proprietary fund financial statements, equity is classified as net position and displayed in three components:

e Net Investment in Capital Assets — Consists of capital assets, net of accumulated
depreciation/amortization and reduced by outstanding balances of any bonds, notes, leases, or other
borrowings that are attributable to the acquisition, construction or improvement of those assets.

o Restricted Net Position — Consists of equity with constraints placed on their use either by (1) external
groups such as creditors, grantors, contributors, or laws and regulations of other governments; (2) law
through constitutional provisions of enabling legislation.

e Unrestricted Net Position — All other equity that does not meet the definition of net investment in capital
assets or restricted net position.

Management of the Fund has determined that all net position, other than net investment in capital assets,
should be classified as restricted net position, due to legal restrictions placed on the use of funds.

13



State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Notes to Financial Statements
June 30, 2023 and 2022

Operating and Nonoperating Revenues and Expenses

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. 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. Contracts representing
nonexchange receipts are treated as nonoperating revenues.

The Fund has transactions with other funds within the State of Nevada. Accordingly, transactions for which
services are provided (insurance premiums) or goods received (operating costs) are classified as operating
revenues or expenses; whereas, transactions with other State of Nevada funds classified as nonoperating are
related to financing and investing activities within the State.

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 the 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 results
could differ from those estimates.

Reclassifications

A reclassification of intergovernmental receivables to due from other State of Nevada funds was performed for
the year ended June 30, 2022 to conform with the current year presentation.

Implementation of GASB Statement No. 96

As of July 1, 2022, the Fund adopted GASB Statement No. 96, Subscription-Based Information Technology
Arrangements (SBITA). The implementation of this standard establishes that a SBITA results in a right-to-use
subscription asset — an intangible asset — and a corresponding liability. The standard provides the capitalization
criteria for outlays other than subscription payments, including implementation costs of a SBITA. There was no
effect on beginning net position due to the implementation of this standard.
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Note 2- Stewardship and Compliance
Compliance with Nevada Revised Statutes (NRS) and the Nevada Administrative Code (NAC)

The Fund conformed to all significant statutory constraints on its financial administration during the year.

Note 3- Cash and Cash with Treasurer

2023 2022
Bank overdraft

Overdraft accounts S (1,207,902) S (3,413,547)

Cash with State Treasurer
State Treasurer's Investment Pool 132,290,093 144,435,616
Unrealized gains and losses (4,038,876) (4,249,627)
Total cash with State Treasurer 128,251,217 140,185,989
Total cash and deposits S 127,043,315 S 136,772,442

The Fund has three checking accounts at June 30, 2023 and 2022. These accounts contain $360,903 and
$639,140 (of the total overdraft accounts balances above) in stale outstanding checks for the years ended
June 30, 2023 and 2022, respectively. The controlled disbursement account is presented as a liability on the
statement of net position and is funded only when checks are presented for payment. The negative balance
represents outstanding checks issued that have not been presented for payment. In accordance with NRS
353.140, the Fund honors outstanding stale warrants presented for payment within six years from the date of
origination. For insurance and collateral purposes, the account is commingled with all of the cash accounts of
the State. All cash and cash with Treasurer are recorded at fair value.

NRS directs the Office of the State Treasurer to deposit funds into any state, or national bank, credit union or
savings and loan association covered by federal depository insurance. For those deposits over and above the
federal depository insurance maximum balance, sufficient collateral must be held by the financial institution to
protect the state of Nevada against loss. The pooled collateral for the deposits program maintains a 102%
pledge collateral for all public deposits.

NRS 355.140 details the types of securities in which the State may invest. In general, authorized investments
include: certificates of deposit, asset-backed securities, bankers’ acceptances and commercial paper,
collateralized mortgage obligations, corporate notes, money market funds whose policies meet the criteria set
forth in the statute, United States treasury securities and specific securities implicitly guaranteed by the federal
government. Additionally, the State may invest in limited types of repurchase agreements; however, statutes
generally prohibit the State from entering into reverse-repurchase agreements.
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Note 4 - Receivables

Receivable balances are disaggregated by type and presented separately in the financial statements. Additional

disaggregation by purpose is shown below.

Receivable balances, including intergovernmental and State of Nevada related funds and entities were as follows

at June 30, 2023:

Accounts State of Nevada Retiree Health NV System of

Receivable Intergovernmental Funds and Welfare Higher Education
Premiums S 3,922,217 S 67,347 11,918 S 34,416,623 S 38
Interest - - 1,799,637 - -
Rebates - 860,932 - - -
Other - - - - -
S 3,922,217 S 928,279 1,811,555 S 34,416,623 S 38

Receivable balances, including intergovernmental and State of Nevada related funds and entities were as follows

at June 30, 2022:

State of Nevada

Retiree Health
Funds and Welfare

NV System of
Higher Education

227,630 S 25,046,900 $ 1,105,541
664,930 - -

1,950,000 - -

Accounts
Receivable Intergovernmental
Premiums S 13,942,555 S 1,898,048
Interest - -
Rebates - 342,593
Other - -
Allowance (170,248) -
$ 13,772,307 S 2,240,641

2,842,560 S 25,046,900 S 1,105,541
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Note 5- Capital Assets

The following schedule summarizes the changes in capital assets for the year ended June 30, 2023:

Balance Balance
July 1, 2022 Additions Deletions June 30, 2023
Capital assets being depreciated
Equipment S 154,663 S 15,185 S (32,784) S 137,064
Less accumulated depreciation (144,356) (4,527) 29,517 (119,366)
Capital assets being
depreciated, net 10,307 10,658 (3,267) 17,698
Right to use leased assets
being amortized
Building - 2,206,084 - 2,206,084
Equipment - 33,300 - 33,300
Less accumulated amortization
Building - (100,276) - (100,276)
Equipment - (24,787) - (24,787)
Right of use leased assets, net - 2,114,321 - 2,114,321
Total capital assets, net S 10,307 S 2,124,979 S (3,267) S 2,132,019

The following schedule summarizes the changes in capital assets for the year ended June 30, 2022:

Balance Balance
July 1, 2021 Additions Deletions June 30, 2022
Capital assets being depreciated
Equipment S 268,533 S 2,906 S (116,776) S 154,663
Less accumulated depreciation (257,895) (3,237) 116,776 (144,356)
Total capital assets, net S 10,638 S (331) S - S 10,307
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Note 6 - Leases

Key estimates and judgments related to leases include how the Fund determines (1) the discount rate it uses to
discount the expected lease payments to present value, (2) lease term, and (3) lease payments. The Fund uses
the interest rate charged by the lessor as the discount rate. When the interest rate charged by the lessor is not
provided, the Fund generally uses the incremental borrowing rate for borrowings of a like nature. The lease
term includes the noncancellable period of the lease plus any options to extend that are reasonably certain of
being exercised. Lease payments included in the measurement of the lease liability are composed of fixed
payments or fixed in substance payments as well as any purchase option prices that the Fund is reasonably
certain of exercising. Variable payments, if applicable, based on usage or future events are not included in the
measurement. The Fund monitors changes in circumstances that would require a remeasurement of its lease
and will remeasure any lease asset and liability if certain changes occur that are expected to significantly affect
the amount of the lease liability. Right to use leased assets are reported along with other capital assets.

The Fund has entered into various agreements to lease office equipment and a building with initial terms
ranging from 5 to 12 years. The various leases will terminate by December 2033. At June 30, 2023 and 2022, the
Fund recognized right to use assets of $2,239,384 and $0, respectively. At June 30, 2023 and 2022, the Fund
recognized lease liabilities of $2,190,644 and $0, respectively. The Fund recognized amortization expense of
$125,063 and S0 for the years ended June 30, 2023 and 2022, respectively. The Fund recognized interest
expense of $33,196 and SO for the years ended June 30, 2023 and 2022, respectively.

Changes in long-term lease liabilities during the year ended June 30, 2023, are as follows:

Balance Balance Due Within
July 1, 2022 Additions Deletions June 30, 2023 One Year
Leases S - S 2,239,384 S (48,740) S 2,190,644 S 171,712

Remaining principal and interest payments on leases are as follows:

Year Ending June 30, Principal Interest
2024 S 171,712 S 62,183
2025 176,242 57,027
2026 186,282 51,545
2027 196,558 45,827
2028 207,016 39,729
2029 - 2033 1,130,219 100,528
2034 122,615 460

S 2,190,644 S 357,299
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Note 7- Compensated Absences

The following schedule summarizes the changes in compensated absences for the year ended June 30, 2023:

Balance Balance Due Within
July 1, 2022 Additions Deletions June 30, 2023 One Year
Compensated
absences S 228,561 S 102,219 S 160,196 S 170,584 S 115,928

The following schedule summarizes the changes in compensated absences for the year ended June 30, 2022:

Balance Balance Due Within
July 1, 2021 Additions Deletions June 30, 2022 One Year
Compensated
absences S 250,584 S 127,384 S 149,407 S 228,561 S 158,007

Note 8 - Defined Benefit Pension Plans
Plan Description

The Fund contributes to the PERS. PERS administers a cost-sharing, multiple-employer, defined benefit public
employees’ retirement system which includes both regular and police/fire members. PERS was established by
the Nevada Legislature in 1947, effective July 1, 1948. PERS is administered to provide a reasonable base income
to qualified employees who have been employed by a public employer and whose earning capacities have been
removed or substantially impaired by age or disability.

Benefits Provided

Benefits, as required by NRS, are determined by the number of years of accredited service at time of retirement
and the member’s highest average compensation in any 36 consecutive months with special provisions for
members entering PERS on or after January 1, 2010 and July 1, 2015. Benefit payments to which participants or
their beneficiaries may be entitled under the plan include pension benefits, disability benefits, and survivor
benefits.

Monthly benefit allowances for members are computed at 2.5 percent of average compensation for each
accredited year of service prior to July 1, 2001. For service earned on or after July 1, 2001, this multiplier is
2.67% of average compensation. For members entering PERS on or after January 1, 2010, there is a 2.50%
service time factor. Regular members entering PERS on or after July 1, 2015, have a 2.25% multiplier for all years
of service. PERS offers several alternatives to the unmodified service retirement allowance which, in general,
allow the retired employee to accept a reduced service retirement allowance payable monthly during his or her
lifetime and various optional monthly payments to a named beneficiary after his or her death.

Post-retirement increases are provided by authority of NRS 286.575 — 286.579.
19



State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Notes to Financial Statements
June 30, 2023 and 2022

Vesting

Regular members entering PERS prior to January 1, 2010 are eligible for retirement at age 65 with 5 years of
service, at age 60 with 10 years of service, or at any age with 30 years of service. Regular members entering
PERS on or after January 1, 2010, are eligible for retirement at age 65 with 5 years of service, or age 62 with 10
years of service, or any age with 30 years of service. Regular members entering PERS on or after July 1, 2015 are
eligible for retirement at age 65 with 5 years of service, or age 62 with 10 years of service, or at 55 with 30 years
of service, or at any age with 33 1/3 years of service.

The normal ceiling limitation on monthly benefits allowances is 75% of average compensation. However, a
member who has an effective date of membership before July 1, 1985, is entitled to a benefit of up to 90% of
average compensation. Both Regular and Police/Fire members become fully vested as to benefits upon
completion of five years of service.

Contributions

The authority for establishing and amending the obligation to make contributions and member contribution
rates, is set by statute. New hires, in agencies which did not elect the Employer-Pay Contribution (EPC) plan prior
to July 1, 1983, have the option of selecting one of two contribution plans. One plan provides for matching
employee and employer contributions, while the other plan provides for employer-pay contributions only.
Under the matching Employee/Employer Contribution plan a member may, upon termination of service for
which contribution is required, withdraw employee contributions which have been credited to their account. All
membership rights and active service credit in the System are canceled upon withdrawal of contributions from
the member’s account. If EPC was selected, the member cannot convert to the Employee/Employer
Contribution plan.

PERS’ basic funding policy provides for periodic contributions at a level pattern of cost as a percentage of salary
throughout an employee’s working lifetime in order to accumulate sufficient assets to pay benefits when due.

PERS receives an actuarial valuation on an annual basis indicating the contribution rates required to fund PERS
on an actuarial reserve basis. Contributions actually made are in accordance with the required rates established
by the Nevada Legislature. These statutory rates are increased/decreased pursuant to NRS 286.421 and 286.450.

The actuary funding method used is the entry age actuarial cost method. It is intended to meet the funding
objective and result in a relatively level long-term contributions requirement as a percentage of salary.

For the fiscal years ended June 30, 2023 and 2022, the Statutory Employer/Employee matching rate for Regular
members was 15.50%. The Employer-Pay Contribution (EPC) rate was 29.75% for Regular members for the fiscal

years ended June 30, 2023 and 2022.

The Fund’s contributions to PERS for the years ended June 30, 2023 and 2022 were $229,841 and $246,551,
respectively, equal to the required contributions for the year.
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PERS Investment Policy
PERS’ policies which determine the investment portfolio target asset allocation are established by the PERS
Board. The asset allocation is reviewed annually and is designed to meet the future risk and return needs of

PERS.

The following was the PERS Board adopted policy target asset allocation as of June 30, 2022:

Target Long-Term Geometric Expected
Asset Class Allocation Real Rate of Return*
U.S. stocks 42% 5.50%
International stocks 18% 5.50%
U.S. bonds 28% 0.75%
Private markets 12% 6.65%

As of June 30, 2022, PERS’ long-term inflation assumption was 2.50%.
Net Pension Liability

At June 30, 2023 and 2022, the Fund reported a liability for its proportionate share of the net pension liability of
$4,034,515 and $2,265,928, respectively. The net pension liability was measured as of June 30, 2022 and 2021,
respectively, and the total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of those dates. The Fund’s proportion of the net pension liability was based on the Fund’s
share of contributions to the PERS pension plan relative to the total contributions of all participating PERS
employers. At June 30, 2022, the Fund’s proportion was 0.0224% which was a decrease of .0021% from the
proportion of 0.0245% at June 30, 2021, which was a decrease of .0009% from its proportion measured as of
June 30, 2020.

Pension Liability Discount Rate Sensitivity
The following presents the net pension liability of the Fund as of June 30, 2023, calculated using the discount

rate of 7.25%, as well as what the Fund’s net pension liability would be if it were calculated using a discount rate
that is 1-percentage-point lower (6.25%) or 1-percentage-point higher (8.25%) than the current discount rate:

1% Decrease in 1% Decrease in
Discount Rate Discount Rate Discount Rate
(6.25%) (7.25%) (8.25%)
Net pension liability S 6,194,299 S 4,034,515 S 2,252,368
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The following presents the net pension liability of the Fund as of June 30, 2022, calculated using the discount
rate of 7.25%, as well as what the Fund’s net pension liability would be if it were calculated using a discount rate
that is 1-percentage-point lower (6.25%) or 1-percentage-point higher (8.25%) than the current discount rate:

1% Decrease in 1% Decrease in
Discount Rate Discount Rate Discount Rate
(6.25%) (7.25%) (8.25%)
Net pension liability S 4,511,389 S 2,265,928 S 413,606

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the PERS Annual
Comprehensive Financial Report, available on the PERS website.

Actuarial Assumptions

The Fund’s net pension liability was measured as of June 30, 2022 and June 30, 2021, respectively, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as of those
dates. The total pension liability was determined using the following actuarial assumptions, applied to all
periods included in the measurement:

Inflation rate 2.50%
Payroll growth 3.50%
Investment rate of return/discount rate 7.25%
Productivity pay increase 0.50%
Projected salary increases Regular: 4.20% to 9.10%, depending on service

Police/Fire: 4.60% to 14.50%, depending on service
Rates include inflation and productivity increases

Consumer price index 2.50%
Other assumptions Same as those used in the June 30, 2022 and 2021
funding actuarial valuation

Mortality rates for healthy regular members and contingent beneficiaries were based on Pub-2010 General
Healthy Retiree Amount-Weighted Above-Median Mortality Table with rates increased by 30% for males and
15% for females. For ages before age 40, mortality rates are based on Pub-2010 General Employee Amount-
Weighted Above-Median Mortality Tables. For ages 40 through 50, the rates were smoothed between the above
tables. Mortality rates for heathy police/fire members were based on Pub-2010 Safety Healthy Retiree Amount-
Weighted Above-Median Mortality Table with rates increased by 30% for males and 5% for females. For ages
before age 35, mortality rates are based on Pub-2010 Safety Employee Amount-Weighted Above-Median
Mortality Table. For ages 35 through 45, the rates were smoothed between the above tables.
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Mortality rates for disabled regular members were based on Pub-2010 Non-Safety Disabled Retiree Amount-
Weighted Mortality Table with rates increased by 20% for males and 15% for females. Mortality rates for
disabled police/fire members were based on Pub-2010 Safety Disabled Retiree Amount-Weighted Mortality
Table with rates increased by 30% for males and 10% for females.

Mortality rates for current beneficiaries were based on Pub-2010 Contingent Survivor Amount-Weighted Above-
Median Mortality Table with rates increased by 15% for males and 30% for females. For ages before age 35,
mortality rates are based on Pub-2010 General Employee Amount-Weighted Above-Median Mortality Table. For
ages 35 through 45, the rates were smoothed between the above tables.

Mortality rates for pre-retirement regular members were based on Pub-2010 General Employee Amount-
Weighted Above-Median Mortality Table. Morality rates for pre-retirement police/fire members were based on
Pub-2010 Safety Employee Amount-Weighted Above-Median Mortality Table.

The mortality tables were projected generationally with the two-dimensional mortality improvement scale MP-
2020.

Actuarial assumptions used in the June 30, 2022 and 2021 valuation were based on the results of the experience
study for the period July 1, 2016 through June 30, 2020.

The discount rate used to measure the total pension liability was 7.25% as of June 30, 2022 and 2021. The
projection of cash flows used to determine the discount rate assumed that plan contributions will be made in
amounts consistent with statutory provisions and recognizing the plan’s current funding policy and cost-sharing
mechanism between employers and members. For this purpose, all contributions that are intended to fund
benefits for all plan members and their beneficiaries are included, except the projected contributions that are
intended to fund the service costs for future plan members and their beneficiaries are not included.

Based on those assumptions, the pension plan’s fiduciary net position was projected to be available to make all
projected future benefit payments of current plan members. Therefore, the long-term expected rate of return
on pension plan investments was applied to all periods of projected benefit payments to determine the total
pension liability as of June 30, 2022 and 2021.

Changes in Assumptions

There were no changes in assumptions from June 30, 2021 to June 30, 2022 valuations.

PERS reflects the following changes in assumptions from June 30, 2020 to June 30, 2021:

e The inflation rate decreased from 2.75% to 2.50%

e Payroll growth decreased from 5.00% to 3.50%

e Investment rate of return decreased from 7.50% to 7.25%

e Projected salary increases declined from 4.25% to 9.15% to 4.20% to 9.10% for Regular members
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e The consumer price index decreased from 2.75% to 2.50%
e Mortality rates were changed from Headcount-Weighted RP-2014 Tables to Pub-2010 Mortality Tables
e Future mortality improvement was changed from 6 years to the Generational Projection Scale MP-2020

Pension Expense, Deferred Outflows of Resources, and Deferred Inflows of Resources Related to Pensions

For the years ended June 30, 2023 and 2022, the Fund recognized pension expense (income) of 223,895 and
(576,693), respectively.

At June 30, 2023 and 2022, the Fund reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

2023 2022
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Differences between expected
and actual experience S 522,403 S 2,882 S 250,996 S 15,947
Change of assumptions 518,262 - 752,327 -

Net difference between projects

and actual earnings on

investments 49,224 -
Changes in proportion and

differences between actual

contributions and proportionate

share of contributions 34,292 181,043 62,908 51,597
System contributions subsequent

to the measurement date 229,841 - 246,551 -

1,848,925

S 1,354,022 S 183,925 S 1,312,782 S 1,916,469

The $229,841 and 246,551 reported as deferred outflows of resources related to pensions, resulting from the
Fund’s contributions subsequent to the measurement date, will be recognized as a reduction of the net pension
liability in the year ended June 30, 2024 and 2023, respectively.

The average of the expected remaining service lives of all employees that are provided with pensions through
PERS (active and inactive employees) is 5.70 years and 6.14 years for the measurement period ending June 30,
2022 and 2021, respectively.
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Other estimated amounts reported as deferred outflows of resources and deferred inflows of resources related
to pensions, excluding contributions subsequent to the measurement date, will be recognized in pension
expense as follows:

Year Ending June 30,

2024 S 138,062
2025 130,261
2026 110,324
2027 510,329
2028 51,280

S 940,256

Additional Information

Additional information supporting the Schedule of Employer Allocations and the Schedule of Pension Amounts
by Employer is located in the PERS Annual Comprehensive Financial Report (ACFR) available on the PERS website
at www.nvpers.org under Quick Links — Publications.

Note 9- Other Post Employment Retirement Benefits
Plan Description

Officers and employees of the State of Nevada and of certain other participating local governmental agencies
within the State of Nevada are provided with OPEB through the Nevada Public Employees’ Benefits Program
(PEBP), a multiple-employer cost-sharing defined postemployment benefit plan. The program is administered by
the PEBP board, which consists of ten members appointed by the governor as well as the director of the State’s
Department of Administration or their designee. NRS 287.023 provides officers and employees eligible to be
covered by any group insurance, plan of benefits or medical and hospital service established pursuant to NRS
287 the option upon retirement to cancel or continue any such coverage. The cost to administer the program is
financed through the contributions and investment earnings of the plan. NRS 287.043 grants the PEBP Board the
authority to establish and amend the benefit terms of the program. The Fund operationally administers the
program. However, the Fund does not accumulate the resources of the eligible retirees for purposes of
calculating the plan’s fiduciary net position. The plan’s fiduciary net position is accumulated and accounted for in
the State of Nevada Retiree Health and Welfare Benefits Fund, which issues separate publicly available financial
statements that may be obtained from Public Employees’ Benefits Program, 901 South Stewart Street, Suite
1001, Carson City, NV 89701.
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Benefits Provided

Benefits are provided to eligible retirees and their dependents through the payment of subsidies from the State
of Nevada Retiree Health and Welfare Benefits Fund. The base subsidy rates are set by PEBP and approved by
the Legislature and vary depending on the number of dependents and the medical plan selected. These subsidy
rates are subtracted from the premium to arrive at the participant premium. The years of service subsidy rates
are then used to adjust the participant premium based on the years of service. The current subsidy rates can be
found on the PEBP website at www.pebp.state.nv.us. Benefits include health, prescription drug, dental and life
insurance coverage. As required by statute, the subsidy is determined by the number of years of service at the
time of retirement and the individual’s initial date of hire. Officers and employees hired after December 31,
2011 are not eligible to receive subsidies to reduce premiums. The following individuals and their dependents
are eligible to receive subsidies from the State of Nevada Retiree Health and Welfare Benefits Fund pursuant to
NRS 287.023 and NRS 287.046:

Any PEBP covered retiree with State service whose last employer was the State or a participating local
government entity and who:

e Has at least five years of public service and who was initially hired by the State prior to January 1, 2010; or

e Has at least 15 years of public service and who was initially hired by the State on or after January 1, 2010,
but before January 1, 2012; or

e Has at least five years of public service, who has a disability and who was initially hired by the State on or
after January 1, 2010, but before January 1, 2012; or

e Any PEBP covered retirees with State service whose last employer was not the State or a participating
local government entity and who has been continuously covered under PEBP as a retiree since
November 30, 2008.

State service is defined as employment with any State agency, the Nevada System of Higher Education and any
State Board or Commission.

Contributions

The State of Nevada Retiree Health and Welfare Benefits Fund was established in 2007 by the Nevada
Legislature as an irrevocable trust fund to account for the financial assets designated to offset the portion of
current and future costs of health and welfare benefits paid on behalf of State retirees (NRS 287.0436).

Contributions are paid by the participating state agencies through an assessment of actual payroll paid by each
State agency through the Retired Employee Group Insurance assessment (REGI). REGI was 2.18% and 2.17% of
actual payroll for the years ended June 30, 2023 and 2022, respectively. Benefits are paid to the Self Insurance
Internal Service Fund as necessary to offset retiree premiums pursuant to NRS 287.046. Administrative costs are
absorbed by the Self Insurance Internal Service Fund.

Contributions recognized as part of OPEB expense were $34,009 and $35,622 for the years ended June 30, 2023
and 2022, respectively.
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OPEB Liabilities, OPEB Expenses, and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

At June 30, 2023 and 2022, the Fund reported a net OPEB liability of $1,188,944 and $1,395,724, respectively,
for its proportionate share of the collective net OPEB liability. The collective net OPEB liability was measured as
of June 30, 2022 and 2021, respectively, and the total OPEB liability used to calculate the collective net OPEB
liability was determined by an actuarial measurement as of those dates. The Fund's proportion of the collective
net OPEB liability was based on the Fund's contributions to the OPEB plan relative to the contributions of all
participating entities. At June 30, 2022, the Fund’s proportion was 0.0824% which was a decrease of .0082%
from the proportion of 0.0906% at June 30, 2021, which was a decrease of .0032% from its proportion measured
as of June 30, 2020.

For the years ended June 30, 2023 and 2022, the Fund recognized OPEB expense of $70,386 and $119,971,
respectively. At June 30, 2023 and 2022, the Fund reported deferred outflows of resources and deferred inflows
of resources related to OPEB for the following sources:

2023 2022
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Changes of assumptions S 43,384 S 98,984 S 90,264 S 6,048
Differences between expected
and actual experience - 40,080 - 50,881
Fund contributions subsequent
to measurement date 45,846 - 35,622 -

S 89,230 S 139,064 S 125,886 S 56,929

$45,846 and $35,622 reported as deferred outflows of resources related to OPEB resulting in the Fund’s
contractually required contribution subsequent to the measurement date will be recognized as a reduction of
the net OPEB liability in the year ended June 30, 2024 and 2023, respectively.

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB
will be recognized in OPEB expense (expense offset) as follows:

Year Ending June 30,

2024 S (28,241)
2025 (30,929)
2026 (36,464)
2027 (46)

S (95,680)
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Actuarial Assumptions

The total OPEB liability as of June 30, 2022 and 2021 was determined by actuarial valuation using the following
actuarial assumptions:

Measurement date June 30, 2022 June 30, 2021

Valuation date June 30, 2022 July 1, 2020

Inflation 2.50% 2.50%

Salary increases 4.20% to 9.10%, for regular members 2.75%, for regular members and
and 4.60% to 14.50% for police/ police/fire members
fire members, varying by
service, including inflation

Investment rate of return 2.50% 2.50%

Healthcare cost

trend rates

For medical prescription drug benefits,
the current amount is 4.80% increase
then 7.25% graded down 0.25% to
ultimate 4.50% over eleven years.

For dental benefits 4.00%

For Part B Reimbursement, the trend
rate is 0.00% effective July 1, 2023

For medical prescription drug benefits,
the current amount is 6.25% and
decreases to 4.50% long-term
trend rate after six years.

For dental benefits and Part B
premiums the trend rate is 4.00%
and 4.50% respectively.

and 2024, respectively, then 4.50%
thereafter.

Post-retirement Mortality Rates

Healthy: Regular Members — Pub-2010 General Healthy Retiree Headcount-Weighted Above-Median Mortality
Table with rates increased by 30% for males and 15% for females, projected generationally with the two-
dimensional mortality improvement scale MP-2020. Police/Fire Members — Pub-2010 Safety Healthy Retiree
Headcount-Weighted Above-Median Morality Table with rates increased by 30% for males and 5% for females,
projected generationally with the two-dimensional mortality improvement scale MP-2020 (MP-2019 utilized in
the July 1, 2020 actuarial valuation).

Disabled: Regular Members — Pub-2010 Non-Safety Disabled Retiree Headcount-Weighted Mortality Table with
rates increased by 20% for males and 15% for females, projected generationally with the two-dimensional
mortality improvement scale MP-2020. Police/Fire Members — Pub-2010 Safety Disabled Retiree Headcount-
Weighted Mortality Table with rates increased by 30% for males and 10% for females, projected generationally
with the two-dimensional mortality improvement scale MP-2020 (MP-2019 utilized in the July 1, 2020 actuarial
valuation).

Beneficiaries: Regular and Police/Fire Current Beneficiaries in Pay Status — Pub-2010 Contingent Survivor
Headcount-Weighted Above-Median Mortality Table with rates increased by 15% for males and 30% for
females, projected generationally with the two-dimensional mortality improvement scale MP-2020 (MP-2019
utilized in the July 1, 2020 actuarial valuation).
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Public Employees’ Benefits Program
Notes to Financial Statements
June 30, 2023 and 2022

Pre-retirement Mortality Rates

Regular Members — Pub-2010 General Employee Headcount-Weighted Above-Median Mortality Table, projected
generationally with the two-dimensional mortality improvement scale MP-2020 (MP-2019 utilized in the July 1,
2020 actuarial valuation. Police/Fire Members — Pub-2010 Safety Employee Headcount-Weighted Above-Median
Mortality table, projected with the two-dimensional morality improvement scale MP-2020 (MP-2019 utilized in
the July 1, 2020 actuarial valuation).

Discount Rate

The discount rate used to measure the total OPEB liability was 3.54% and 2.16% for fiscal years ended June 30,
2023 and 2022, respectively. As the Fund is funded on a pay-as-you-go basis, the discount rate is based on the
Bond Buyer 20-Bond General Obligation Index rate.

Experience

The actuarial assumptions used in the June 30, 2022 valuation were based on the results of the 2020 actuarial
experience study for the Public Employees’ Retirement System of the State of Nevada dated September 10,
2021.

The actuarial assumptions used in the July 1, 2020 valuation were based on the results of an actuarial experience
study for the period July 1, 2017 to June 30, 2018. As a result of the 2018 actuarial experience study, the
expectation of life after disability was adjusted in the January 1, 2018 actuarial valuation to more closely reflect
actual experience.

Significant Changes in Assumptions

The following were the significant changes between the June 30, 2022 and July 1, 2020 valuations:.

e Discount rate changed from 2.16% to 3.54%

e Healthcare cost trend rates were changed from 6.25% - 4.50% to 7.25% - 4.50%

e Part B reimbursement was adjusted from 4.50% to 4.00%

e Salary increases were updated from 2.75% to 4.20% — 9.10% for Regular members

e Salary increases were updated from 2.75% to 4.60% - 14.50% for Police/Fire members
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Notes to Financial Statements
June 30, 2023 and 2022

Sensitivity of the Fund’s Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate

The following presents the Fund’s proportionate share of the net OPEB liability, as well as what the Fund’s
proportionate share of the net OPEB liability would be if it were calculated using a discount rate that is 1-
percentage point lower (2.54%) or 1-percentage-point higher (4.54%) than the current discount rate.

1% Decrease in 1% Increase in
Discount Rate Discount Rate Discount Rate
2.54% 3.54% 4.54%
Net OPEB liability, June 30, 2023 S 1,307,411 S 1,188,944 S 1,086,379
1% Decrease in 1% Increase in
Discount Rate Discount Rate Discount Rate
1.16% 2.16% 3.16%
Net OPEB liability, June 30, 2022 S 1,545,405 S 1,395,724 S 1,355,835

Sensitivity of the Fund’s Proportionate Share of the Net OPEB Liability to Changes in the Healthcare Cost
Trend Rates

The following presents the Fund’s proportionate share of the net OPEB liability, as well as what the Fund’s
proportionate share of the net OPEB liability would be if it were calculated using healthcare cost trend rates (as
previously disclosed) that are 1-percentage point lower or 1-percentage-point higher than the current
healthcare cost trend rates.

1% Decrease in 1% Increase in
Healthcare Cost Healthcare Healthcare Cost
Trend Rates Cost Trend Trend Rates
Net OPEB liability, June 30, 2023 S 1,131,462 S 1,188,944 S 1,254,766
Net OPEB liability, June 30, 2022 S 1,273,533 S 1,395,724 S 1,499,186

OPEB Plan Fiduciary Net Position

Detailed information about the OPEB plan’s fiduciary net position is available in the separately issued State of
Nevada Retiree Health and Welfare Benefits Fund available on the PEBP website at www.pebp.nv.gov under
Resources, Fiscal & Utilization Reports.
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Public Employees’ Benefits Program
Notes to Financial Statements
June 30, 2023 and 2022

Note 10 - Commitments

The Fund is committed to the following contracts or policies after June 30, 2023:

Expiration
Contractor Contract Rate Date

Segal Company, Inc Hourly rate 06/30/2027
Brown & Brown of Massachusetts Varies by audit 06/30/2027
Diversified Dental Services Per participant per month 06/30/2026
Express Scripts Per participant per month admin

fee, claims costs
United Healthcare Varies 06/30/2026
UMR Inc. Varies by service 06/30/2028
Segal Company Hourly rate 06/30/2027
Health Plan of Nevada Per participant premium by tier 06/30/2025
Lifeworks Per participant per month fee

for services rendered 12/31/2026

The above contracts include varying termination provisions that allow termination without cause with notice
required between 30 and 180 days prior to the date of termination.

Note 11 - Risk Management
Estimated Claims Liabilities

The management of the Fund establishes claims liabilities based on estimates of the ultimate cost of claims
(including future claim adjustment expenses) that have been reported but not settled, and of claims that have
been incurred but not reported and the unused portion of the HRA liability. Because actual claims costs depend
on such complex factors as inflation, changes in doctrines of legal liability and damage awards, the process used
in computing claims liabilities does not necessarily result in an exact amount. Typically, after consultation with
an actuary, claims liabilities are recomputed annually using a variety of actuarial and statistical techniques to
produce current estimates that reflect recent settlements, claim frequency and other economic and social
factors. A provision for inflation in the calculation of estimated future claims costs is implicit in the calculation,
because reliance is placed both on actual historical data that reflect past inflation and on other factors that are
considered to be appropriate modifiers of past experience. Adjustments to claims liabilities are charged or
credited to expense in the periods in which claims are made.
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June 30, 2023 and 2022

Unpaid Claims Liabilities

As discussed above, management established a liability for both reported and unreported insured events, which
includes estimates of both future payments of losses and related claim adjustment expenses. The following
presents changes in those aggregate liabilities for the Fund during the past two years.

2023 2022

Reserve for claims balance

Beginning balance S 51,030,000 S 52,286,000

Claims and changes in estimates 998,373,645 277,858,690

Claims payments (996,529,645) (279,114,690)

Ending balance reserve for claims balance 52,874,000 51,030,000
HRA liability

Beginning of balance 28,462,071 31,298,731

Incurred 49,821,983 34,243,392

Paid (50,983,119) (37,080,052)

Ending balance HRA liability 27,300,935 28,462,071

Ending balance S 80,174,935 S 79,492,071

These unpaid claims liabilities are all for the self-funded medical, dental, vision and prescription drug benefits
and the CDHP and Medicare exchange HRAs.

Note 12 - Contingencies
Contingent Liabilities

In accordance with NRS 353.140, the Fund honors outstanding stale warrants presented for payment within six
years from the date of origination. Management has estimated the total amount of outstanding stale warrants
less than six years old to be $360,903 and $639,140 as of June 30, 2023 and 2022, respectively. Management
has assessed that it is not probable that these warrants will be presented for payment during the statutory time
frame. However, these warrants will continue to be recorded as a liability as after the statutory six year period
the funds will be turned over to the State Treasurer as unclaimed property.

The State of Nevada, the Fund, its officers or its employees are parties to a number of lawsuits which may
indirectly or directly affect the Fund. The litigation potentially affecting the Fund has been evaluated and has
either been evaluated as minimal risk of loss due to an unfavorable outcome or due to other various facts and
circumstances. No potential losses have been evaluated as probable and thus no liability has been recorded.
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June 30, 2023 and 2022

Note 13 - Correction of Error

During the year ended June 30, 2023, an error was discovered in the classification of certain cash flow activities.
Accordingly, the Statement of Cash Flows for the year ended June 30, 2022 was adjusted as follows:

Operating Activities

Receipts from customers and users

Receipts from services to State of Nevada
funds

Receipts from State of Nevada component
units

Payments to suppliers, other governments
and beneficiaries

Change in due from other funds related to
operations

Payments to employees

Payments for services to other State of
Nevada funds

Net cash used for operating activities
Noncapital Financing Activities

Grants received

Receipts from other State of Nevada funds

Net cash from noncapital financing activities

Capital and Related Financing Activities
Purchase of capital assets

Investing Activities
Interest, dividends and gains (losses)

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

June 30, 2022,
As Originally
Reported

Adjustment

June 30, 2022,
As Restated

$ 257,500,729

97,511,041
(371,959,715)

(12,992,658)
(1,669,370)

$(173,715,212)

137,655,066
21,282,039
1,367,579

12,992,658
(715,589)

(659,985)

S 83,785,517
137,655,066
118,793,080

(370,592,136)

(2,384,959)

(659,985)

(31,609,973)

(1,793,444)

(33,403,417)

16,771,391 (16,771,391) -
- 18,786,311 18,786,311
16,771,391 2,014,920 18,786,311
- (2,906) (2,906)
1,017,842 (4,920,821) (3,902,979)

(13,820,740)

158,256,356

(4,702,251)

452,624

(18,522,991)

158,708,980

$ 144,435,616

(4,249,627)

$ 140,185,989
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Reconciliation of Operating Income (Loss) to
Net Cash used for Operating Activities
Operating income
Adjustments to reconcile operating income
to net cash from (used for) operating
activities
Depreciation
Allowance for doubtful accounts
Changes in assets and liabilities
Decrease (increase) in receivables
Decrease (increase) in due from other
State of Nevada funds
Decrease (increase) in due from State
of Nevada funds, retiree health and
welfare and system of higher ed
Decrease (increase) in prepaid expenses
Decrease (increase) in deferred
outflows of resources
Increase (decrease) in payables and
accruals
Increase (decrease) in unearned revenue
Increase (decrease) in net pension
liability
Increase (decrease) in net OPEB liability
Increase (decrease) in deferred
inflows of resources

Total adjustments
Net Cash used for Operating Activities

Noncash Investment, Capital and Financing Activities
Change in fair value of investments

June 30, 2022,

As Originally June 30, 2022,
Reported Adjustment As Restated

S (10,447,341) S - S (10,447,341)

3,237 - 3,237

(107,470) 107,470 -

(6,494,075) 3,165,552 (3,328,523)

(12,992,658) 12,992,658 -

3,505
(715,589)

(3,187,967)
1,952,312

(1,271,523)
(9,905)

1,657,501

(18,051,129)

(7,995)

(18,051,129)
3,505

(715,589)

(3,195,962)
1,952,312

(1,271,523)
(9,905)

1,657,501

(21,162,632)

(1,793,444)

(22,956,076)

$ (31,609,973)

S (1,793,444)

S (33,403,417)

$  (4,249,627)

S 4,249,627
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State of Nevada

Self Insurance Internal Service Fund
Public Employees’ Benefits Program

Schedule of the Fund’s Proportionate Share of the Net Pension Liability

Last Ten Fiscal Years* (Unaudited)

Fund's portion of the net pension liability
Fund's proportionate share of the
net pension liability
Fund's covered payroll
Fund's proportional share of the
net pension liability as a percentage
of its covered payroll
Plan Fiduciary Net Position as a percentage
of the total pension liability

2022 2021 2020 2019 2018 2017 2016 2015 2014
0.0224% 0.0245% 0.0254% 0.0281% 0.0260% 0.0253% 0.0270% 0.0262% 0.0254%
S 4,034,515 S 2,265,928 $ 3,537,451 S 3,833,649 $ 3,547,239 $ 3,361,917 S 3,633,788 S 3,003,622 $ 2,681,426
S 1,629,320 S 1,594,419 $ 1,532,510 S 1,684,981 $ 1,509,506 $ 1,374,657 $ 1,333,326 S 1,344,932 $ 1,451,686
247.62% 142.12% 230.83% 227.52% 234.99% 244.56% 272.54% 223.33% 184.71%
75.12% 86.51% 77.04% 76.46% 75.24% 74.42% 72.23% 75.13% 76.31%

*GASB Statement No. 68 requires ten years of information to be presented in this table. Until ten years of data is compiled, the Fund will present information only for those years for which information is available.

Notes to Schedules:

Inflation rate
Payroll growth
Investment rate of return/ discount rate
Productivity pay increase
Projected salary increases
Regular**
Police/Fire**
Consumer price index
Mortality rates
Healthy***

Disabled

Current beneficiaries***

Post-retirement***

Future mortality improvement

2021 through 2022 2020 through 2017

2016 through 2014

2.50% 2.75%
3.50% 5.00%
7.25% 7.50%
0.50% 0.50%

4.20% t0 9.10%
4.60% to 14.50%

2.50%

4.25% t09.15%
4.55% to 13.90%
2.75%

Pub- 2010 General and Safety Headcount-Weighted RP-2014 Healthy

Healthy Retiree and Employee

Pub- 2010 Non-Safety and Safety Headcount-Weighted RP-2014 Disabled

Disabled Retiree Amount-Weighted

Pub- 2010 Contingent Survivor Headcount-Weighted RP-2014 Healthy

and General Employee

Pub- 2010 General and Safety Headcount-Weighted RP-2014 Employee

Employee

Generational
Projection Scale MP-2020

6 years

** Depending on service. Rates include inflation and productivity increases.

*** Amount-weighted Above-Median.

3.50%
5.00%
8.00%
0.75%
4.60% t09.75%
5.25% to 14.50%
3.50%

RP-2000 Combined Healthy Mortality Table

RP-2000 Disabled Retiree Mortality Table

N/A

N/A
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State of Nevada
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Public Employees’ Benefits Program
Schedule of the Fund’s Contributions - Pension
Last Ten Fiscal Years* (Unaudited)

Contractually Required Contribution

Contributions in Relation to the Contractually
Required Contribution

Contribution Deficiency (Excess)

Fund's covered payroll

Contributions as a Percentage of Covered Payroll

2023 2022 2021 2020 2019 2018 2017 2016 2015
S 229,841 S 246,551 S 260,407 S 267,388 S 270,930 241,784 S 220,384 S 228,943 S 281,658
(229,841) (246,551) (260,407) (267,388) (270,930) (241,784) (220,384) (228,943) (281,658)
$ 1,538,420 S 1,629,320 S 1,594,419 $ 1,532,510 $ 1,684,981 $ 1,509,506 S 1,374,657 S 1,333,326 S 1,344,932
14.94% 15.13% 16.33% 17.45% 16.08% 16.02% 16.03% 17.17% 20.94%

*GASB Statement No. 68 requires ten years of information to be presented in this table. Until ten years of data is compiled, the Fund will present information only for those years for which information is available
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Schedule of the Fund’s Proportionate Share of the OPEB Liability
Last Ten Fiscal Years* (Unaudited)

Fund's portion of the net OPEB liability

Fund's proportionate share of the
net OPEB liability

Fund's covered payroll
Fund's proportionate share of the net
OPEB liability as a percentage

of its covered payroll

Plan Fiduciary Net Position as a

Percentage of the Total OPEB Liability

*GASB Statement No. 75 requires ten years of information to be presented in this table. Until ten years of data is compiled,

the Fund will present information only for those years for which information is available.

Valuation Date

Actuarial Cost Method
Amortization Method
Amortization Period
Asset Valuation Method
Inflation Rate
Discount Rate
Healthcare Cost Trend Rates
Medical prescription drug
Dental
Part B Reimbursement

Salary Increases
Regular Members
Police/Fire Members
Investment Rate of Return
Retirement Age

Mortality
Healthy
Regular Members

Police/Fire Members

Disabled

Regular Members

Police/Fire Members

Beneficiaries
Mortality Improvement

Plan Changes: No significant plan changes

2022 2021 2020 2019 2018 2017
0.0824% 0.0906% 0.0938% 0.0934% 0.1070% 0.1029%
1,188,943 1,395,724 1,405,629 1,301,204 1,417,507 1,339,747
1,641,567 1,594,419 1,532,510 1,684,981 1,509,506 1,374,657
72.43% 87.54% 91.72% 77.22% 93.91% 97.46%
-1.41% -0.65% -0.38% 0.02% 0.12% 0.11%

2022 2021 2020 2019 2018 2017
June 30, 2022 July 1, 2020 July 1, 2020 June 30, 2018 June 30, 2018 January 1, 2018

Entry Age Normal
Level % of Pay
25-year
Market Value
2.50%
3.54%

7.25% - 4.50%
4.00%
27.17% effective
7/1/24 then
4.00%

4.20% - 9.10%
4.60% - 14.50%

2.50%
Varies by Age and

Service

Pub-2010 General
Health

Pub-2010 Safety
Health

Pub-2010 Non-
Safety Disabled

Pub-2010 Safety
Disabled

Pub-2010
Contingent
Survivor
MP-2020

Entry Age Normal
Level % of Pay
25-year
Market Value
2.50%
2.16%

6.25% - 4.50%
4.00%
4.50%

2.75%

2.75%

2.50%
Varies by Age and

Service

Pub-2010 General
Health

Pub-2010 Safety
Health

Pub-2010 Non-
Safety Disabled

Pub-2010 Safety
Disabled

Pub-2010
Contingent
Survivor
MP-2019

Entry Age Normal
Level % of Pay
25-year
Market Value
2.50%
2.21%

6.25% - 4.50%
4.00%
4.50%

2.75%
2.75%

2.50%
Varies by Age and

Service

Pub-2010 General
Health

Pub-2010 Safety
Health

Pub-2010 Non-
Safety Disabled

Pub-2010 Safety
Disabled

Pub-2010
Contingent
Survivor
MP-2019

Entry Age Normal
Level % of Pay
25-year
Market Value
2.50%
3.51%

6.50% - 4.50%
4.00%
4.50%

1.00% - 10.65%
1.00% - 10.65%

2.50%
Varies by Age and

Service

RP-2000
Projected to 2014

RP-2000
Projected to 2014

RP-2000
Projected to 2014

RP-2000
Projected to 2014

RP-2000
Projected to 2014

MP-2016

Entry Age Normal
Level % of Pay
25-year
Market Value
2.50%
3.87%

6.50% - 4.50%
4.00%
4.50%

1.00% - 10.65%
1.00% - 10.65%

2.50%
Varies by Age and

Service

RP-2000
Projected to 2014

RP-2000
Projected to 2014

RP-2000
Projected to 2014

RP-2000
Projected to 2014

RP-2000
Projected to 2014

MP-2016

Entry Age Normal
Level % of Pay
25-year
Market Value
2.75%
3.58%

6.50% - 5.00%
4.00%
4.50%

1.00% - 10.65%
1.00% - 10.65%

2.75%
Varies by Age and

Service

RP-2000
Projected to 2014

RP-2000
Projected to 2014

RP-2000
Projected to 2014

RP-2000
Projected to 2014

RP-2000
Projected to 2014

MP-2016
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Public Employees’ Benefits Program
Schedule of Fund’s Contributions - OPEB
Last Ten Fiscal Years* (Unaudited)

Contractually Required Contribution
Contributions

Contribution Deficiency (Excess)
Fund's covered payroll

Contributions as a Percentage of
Covered Payroll

2023 2022 2021 2020 2019 2018
34,009 $ 35622 $ 37,136 $ 41,705 $ 44268 S 39,801
(34,009) (35,622) (37,136) (41,705) (44,268) (39,801)
-8 -8 - s -8 -8 -
1,560,046  $ 1,641,567  $ 1,573,559  $ 1,782,265  $ 1,891,795  $ 1,693,660
2.18% 2.17% 2.36% 2.34% 2.34% 2.35%

*GASB Statement No. 75 requires ten years of information to be presented in this table. Until ten years of data is compiled, the Fund will present information only for those years for which information is

available.
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EideBailly.

CPAs & BUSINESS ADVISORS

Independent Auditors’ 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

To the Board of the
Public Employees’ Benefits Program
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 (Government Auditing Standards), the financial
statements the Self Insurance Internal Service Fund of the State of Nevada, as of and for the year ended
June 30, 2023, and the related notes to the financial statements, which collectively comprise the Self
Insurance Internal Service Fund of the State of Nevada’s basic financial statements and have issued our
report thereon dated July 11, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Self Insurance
Internal Service Fund of the State of Nevada’s internal control over financial reporting (internal control)
as a basis for designing audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Self Insurance Internal Service Fund of the State of Nevada’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Self Insurance Internal Service
Fund of the State of Nevada’s internal control.

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 a
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. 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.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section 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 deficiencies may
exist that have not been identified. We identified a certain deficiency in internal control, described in
the accompanying Schedule of Findings and responses as item 2023-001 that we consider to be a
material weakness.

What inspires you, inspires us. Let’s talk. | eidebailly.com
5441 Kietzke Ln., Ste. 150 | Reno, NV 895112094 | T775.689.9100 | F775.689.9299 | EOE
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Self Insurance Internal Service Fund of the
State of Nevada’s financial statements are free from 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 financial statements. 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.

Self Insurance Internal Service Fund of the State of Nevada’s Response to Finding

Government Auditing Standards requires the auditor to perform limited procedures on the Self
Insurance Internal Service Fund of the State of Nevada’s response to the finding identified in our audit
and described in the accompanying Schedule of Findings and Responses. The Self Insurance Internal
Service Fund of the State of Nevada’s response was not subjected to the other auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on the response.

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 Self
Insurance Internal Service Fund 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 Self Insurance Internal Service Fund of the State of Nevada’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

@M.{u"

Reno, Nevada
July 11, 2024
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State of Nevada
Self Insurance Internal Service Fund

Public Employees’ Benefits Program
Schedule of Findings and Responses
June 30, 2023

2023-001

Criteria:

Condition:

Cause:

Effect:

Financial Statement Preparation, Statement of Cash Flows, and Communication with
Controller’s Office
Material Weakness

Management is responsible for establishing and maintaining an effective system of
internal control over financial reporting. One of the key components of an effective
system of internal control over financial reporting is the preparation of full disclosure
financial statements that do not require adjustment as part of the audit process.

Management prepares internal use financial statements. However, management
required the assistance of the external audit firm to prepare the audited financial
statements and related note disclosures. Although the preparation of financial
statements as a part of the audit engagement is not unusual, it may result in financial
statements and related information included in financial statement disclosures not
being available for management purposes as timely as it would be if prepared by the
Fund’s personnel.

In addition, corrections and adjustments were required related to the Fund’s
presentation of cash flow activities in the prior year financial statements.

Lastly, transactions were recorded by the Controller’s Office that were not effectively
monitored by the Fund. Several transactions were posted in the prior year that were not
reflected in the prior year financial statements and required adjustment in the current
year. Moreover, adjustments were required for the Fund’s right to use leased asset and
lease liability.

Accounting personnel do not have the current resources of time necessary to prepare
the financial statements in accordance with generally accepted accounting principles. As
a result, the Fund chose to contract with Eide Bailly, LLP to the prepare its financial
statements.

In addition, the Fund did not have adequate internal controls to ensure the cash flow
activity was presented appropriately in accordance with U.S. GAAP nor adequate
communication with the Controller’s Office to ensure all transactions were properly
monitored and recorded.

The internal interim financial information prepared by the Fund may not comply with
generally accepted accounting principles. Also, the statement of cash flows was restated
for the year ended June 30, 2022. Lastly, the right to use leased asset and related lease
liability were understated by approximately $1.5 million and prior year transactions of
approximately $1,700,000 were adjusted through the current year.
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Recommendation: We recommend the Fund allocate the resources necessary to enable the preparation of
the financial statements in accordance with generally accepted accounting principles,
enhance internal controls to ensure the cash flow activities are appropriately disclosed
and presented, and enhance communication with the Controller’s Office to ensure all
transactions are monitored and properly recorded.

Views of Responsible
Officials: Management partially agrees with this finding.
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