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June 13, 2012

Mr. Don Burnette

Clark County Manager

500 South Grand Central Parkway, 6th Floor
Las Vegas, Nevada 89106

Dear Mr. Burnette:

We have conducted an audit of the Desert Conservation Program for the period January 1, 2001, to
December 31, 2009.

The audit objectives were to determine if the Desert Conservation Program has reported the correct
number of exempt acres and if the covered permittees under the Multiple Species Habitat Conservation
Plan are submitting the mitigation forms to the Program Administrator.

We found that the controls over the mitigation forms are not working as intended. We noted grading
permits that had been issued with no mitigation form to document the number of acres disturbed,
exempt acres, if any, or the amount paid. Due to the lack of adequate controls, we could not determine
whether the acres exempted and/or fees collected as reported by the permittees to the Desert
Conservation Program were correct. We found 17% of the mitigation forms are missing from
permittees’ records. Based on our testing, mitigation forms are not being properly submitted to the
Desert Conservation Program by the permittees. The Desert Conservation Program must rely upon the
permittees to submit the mitigation forms.

A draft report was provided to the Director of Comprehensive Planning for comment and her response is
included. We appreciate the cooperation and assistance provided by the Desert Conservation Program
staff.

Sincerely,
/s/ Angela M. Darragh

Angela M. Darragh, CPA
Audit Director
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BACKGROUND

OBIJECTIVES, SCOPE, AND
METHODOLOGY

On August 4, 1989, the U.S. Fish and Wildlife Service listed the Mojave
Desert Tortoise within Clark County as a threatened species. In
response to the listing, the Clark County Desert Conservation Program
(DCP) was established.

The permit for the Clark County Multiple Species Habitat
Conservation Plan (MSHCP) was issued in February 2001, and is valid
for 30 years. Under the current permit, a total of 145,000 acres are
available for disturbance. Of that total, 15,000 acres are allowed for
government-exempt disturbance under the current plan. As of
December 28, 2009, the DCP temporarily stopped permittees from
exempting acres. The audit was requested by the DCP due to the
uncertainty of the number of acres that have been exempted.

The DCP is responsible for ensuring compliance with the Federal
Endangered Species Act through a Section 10(a) (1) (b) incidental take
permit and MSHCP. The MSHCP requires a fee of $550 be paid for
each acre of disturbed land. These fees are collected by the
permittees (Clark County, Nevada Department of Transportation, and
the cities of Boulder City, Henderson, Las Vegas, North Las Vegas, and
Mesquite) and collectively administered by the DCP. This allows
developers to disturb land without conducting individual studies on
the effect of the disturbance to the Desert Tortoise. These studies
can be costly and time consuming for developers.

The lack of compliance to the MSHCP or adequate reporting could
result in the permit being revoked. This would mean that the current
Desert Conservation Plan would remain in effect but any additional
land disturbance beyond what is covered by the Desert Conservation
Plan would be applied for separately to the U.S. Fish and Wildlife
Service by each land owner.

The objectives of the audit are as follows:

e Determine if the DCP has reported the correct number of
exempt acres.

e Determine if the covered permittees under the MSHCP are
submitting the land disturbance forms to the Program
Administrator.

To achieve our audit objectives, we conducted interviews with various
individuals to gain a general understanding of the DCP. We also
reviewed the U.S. Fish and Wildlife and DCP websites to obtain
background information on the requirements of a habitat
conservation plan. We also reviewed Chapter 2 of the MSHCP, the
MSHCP Permit, and the Clark County MSHCP Implementing
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RESULTS IN BRIEF

DETAILED RESULTS

Exempt Acres not Verified

Agreement. Additionally, we reviewed local ordinances for Clark
County and the cities of Henderson, Las Vegas, North Las Vegas,
Boulder City, and Mesquite. Finally, we examined permittee’s
database downloads for reportable exempt acre information and
examined a sample of land disturbance forms.

Our procedures covered the period of January 1, 2001, to December
31, 2009, and the last day of fieldwork was December 20, 2011. Due
to the availability of data, we selected the end of 2009 as the end of
our audit period. The exempt acres reported by the DCP were as of

December 31, 2009.

We conducted this performance audit in accordance with generally
accepted government auditing standards. Those standards require
that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the
evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

We found that the controls over the mitigation forms are not working
as designed. We noted grading permits that were issued with no
mitigation form to document the number of acres disturbed, exempt
acres, if any, or the amount paid. Due to the lack of adequate
controls, we could not determine whether the acres exempted and/or
fees collected as reported by the permittees to the DCP were correct.
We found 17% of the mitigation forms selected for testing was
missing from permittees’ records. Based on our testing, mitigation
forms are not being properly submitted to the DCP by permittees.
The DCP must rely upon the permittees to submit the mitigation
forms.

Per the MSHCP, Section 2.1.7.2, “the County shall develop a cost-
effective means to provide an estimate of the number of acres of land
disturbance per biennium resulting from activities not requiring
payment of the development fee.” As currently designed, the
permittees authorize and self-report the number of exempt acres on
a land disturbance mitigation fee form and submit the form to the
DCP. The DCP has no control over who is allowed to authorize
exempt acres. DCP tracks the number of exempt acres provided by
the permittees on an Excel spreadsheet. However, the exempt acres
are not verified and so they may be underreported. As program
administrator, the DCP should be able to ensure exempt acres are
correctly reported by the permittees. However, in this case, the DCP
has to rely upon the permittees to report the correct exempt acres.
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Detailed Permit Listing not
Required from Permittees

Recommendation

Mitigation Fee Data
Convoluted in the System

The DCP has the responsibility to administer the program but has no
control over whether the permittees are correctly reporting the
exempted acres.

The DCP does not have the ability to verify that all permits issued by
the permittees are charged the appropriate mitigation fee as required
by the MSHCP or that the permit qualifies for an exemption from the
mitigation fee. The permittees self-report the mitigation fees to the
DCP using an Excel spreadsheet, which does not always include the
amount charged.

As Program Administrator, the DCP has the responsibility to ensure
that all mitigations fees have been appropriately charged and
collected so that funding is available to carry conservation measures
to protect endangered species.

We recommend for both findings that the DCP determine whether
automated reporting and payment of mitigation fees is feasible. This
would allow the DCP to ensure that land owners/developers are
paying the mitigation fees, identify which owners/developers qualify
for exemptions, and ensure permittees are reporting the correct
number of acres. Alternatively, the DCP should request that each
permittee provide a detailed system generated report each month
that lists all permits issued and permit types. This report can then be
used by DCP personnel to verify that mitigation fees were collected
and reported by comparing the report to the land disturbance
mitigation fee forms submitted by the permittees. Additionally, the
DCP should have a memo of understanding with each permittee to
help ensure that reported acres are assessed correctly and proper
fees are collected. The memo of understanding should include a
requirement that the permittee perform spot checks and self-audit
reports and fees for accuracy and completeness.

Clark County Development Services uses the Harward Technical
Enterprise (HTE or Navaline) system to issue and track various
grading, building, electric, mechanical, and other permits. There are a
total of 28 permit type codes that may trigger the tortoise mitigation
fee. With so many different permit types, the tracking of mitigation
fees is very complex. Additionally, within the system, there is no code
set up to track development of land that would qualify for an
exemption of mitigation fees under the MSHCP. Further, mitigation
fees can be charged to an application or a permit, project acreage
may not be entered into the system, and a parcel of land may be
assigned more than one application number. This further complicates
the reporting of mitigation fees and exempt acres.
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Recommendation

Missing Mitigation Forms

Recommendation

Payment Missing on Three
City of North Las Vegas
Mitigation Forms

Without accurate system generated reports, the DCP has to manually
track the collection of fees and the number of exempt acres using a
spreadsheet and the submitted mitigation forms. If the mitigation
forms are not properly submitted by the permittees, the information
compiled by the DCP may be incomplete. This prevents the DCP from
accurately reporting the number of exempt acres, the number of
developed acres, and the collected fee amounts.

We recommend that the DCP meet with Development Services and
determine if it is possible to accurately capture mitigation fees and
exempt acre information within the system.

As part of our detailed testing, we sampled 271 Clark County grading
permit numbers from a population of 2,894 and found 43 (16%) did
not have a completed mitigation form. The mitigation form is the
internal control which documents the number of acres being
disturbed and the collection of the $550 per acre fee. If the disturbed
acres qualify for an exemption, the mitigation form reports the
number of exempt acres. The control over the Clark County
Development Services mitigation form for grading permits is not
functioning as intended. Without completed mitigation forms,
accurate records cannot be maintained to reflect the number of acres
disturbed

The DCP should request from Clark County Development Services a
detailed system generated report each month that lists all permits
issued by permit type. This report can then be used by DCP personnel
to verify that mitigations fees were collected and reported by
comparing the report to the land disturbance mitigation fee forms
submitted by the permittees.

For the City of North Las Vegas, 28 out of 50 (56%) mitigation forms
were missing. We also noted 25 permit numbers which stated the
site was previously disturbed. However, no reference was made to
the previously submitted mitigation form. We were unable to verify
if a form was submitted or payment properly received. We also found
three permits for which payment and the mitigation form was not
submitted. The total was $30,960. As currently designed, the DCP
cannot verify that the permittee has submitted all mitigation forms or
paid all mitigation fees since no system report is submitted that could
assist the DCP to verify completeness of the mitigations forms.
Without complete information from the permittee, the Program
Administrator cannot accurately report the amount of income
received and held for conservation measures.
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Recommendation The DCP should request from the City of North Las Vegas a detailed

system generated report each month that lists all permits issued by
permit type. This report can then be used by DCP personnel to verify
that mitigations fees were collected and reported by comparing the
report to the land disturbance mitigation fee forms submitted by the
permittees. Additionally, the DCP should require all submitted
monthly reports to be certified by all permittees as to accuracy and
completeness. Lastly, the DCP should collect payment from the City
of Las Vegas.
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APPENDICES
Appendix A: Management Response Letter

MEMORANDUM

NANCY A, LIPSKI
Department of Comprehenzive Planning Directar
TO: ANGELA M. DAREAGH, Director of Audit Department
FROM: NANCY A, LIPSKIL Director

SUBJECT: Dezert Conzervation Program Exempt Acres Audit

DATE: April 16, 2012

Thea Department of Comprahansive Flanning appreciatas the opportunity to revizw the Exempt Acres Audit (Audit). Owerall, we
apraa with the findings and provide datailad responsas to the findings balow.

Purpoze and Foeus

In lata 2009, hMarci Henson, Program Managar, Desert Consarvation Program ({DCP) raquastad a comprshensive audit of the
sxampt acres parmitted under the Clark County hMultipls Specizs Habitat Consarvation Plan (MSHCF). The MEHCP and
incidental take parmit allow for disturbance/davalopment of up to 143,000 acras; of this, 13,000 acras wers exempt from fze
collaction for public purposes and resarved to the Permitteas {citizs of Bouldar City, Handerson, Las Vegas, Measquite and North
Las Vagas; and Clark County).

Thea Audit primarilv focusad onthe tracking and reperting of acres disturbed undar the MSHCP and parmit that are exempt from
tha 5550 per acra fae and raservad to the Permittees for public purposas. The DCP has raviswad the Audit and is responding to
sach of the five kev findings.

Findingz and Management Response
1 Exempt Acres Nor Farifisd

The Audit found that the currant practice of salf-tracking and reporting of the axempt acras by the Parmitteas has resultad in
inconsistent and unverifiable reporting of all disturbed acras to the DCP. The Aundit acknowladges that daspite the fact that the
DCP has providad both written procaduras and periodic training to the Parmittaes regarding the raporting of exempt and non-
sxempt acras disturbedpursuant to the MSHCP and parmit, the DCP has no control over the accuracy and timeliness of thase
f2ports.

Thea DCP will work with the Parmitteas to devalop a centralized, automatad reporting and collaction svstem for all mitigation fee
pavment and for verifving appropriate application of acras that ars dstermined to be exempt from fee collaction as a long-term
solution. The Parmitteas havepraviously exprassad support for centralizing the fae collaction and reporting function within the
DCP and tha DCP has besun to dstermine what steps ars nacessarvto implament this recommendation. Any long-term selution
mustincluda processes and procaduras that allow the DCP to independently verifi that the required faes and/or exemptions have
beaan aceurately caleulatad and assessed. Inmaddition, better internal controls and andits will be requested from the Parmittaes.

In the short-tarm, the DCP will raquast svstem ganeratad monthly raports and will use thess reports to verify the accuracy of the
mitieation fae and axempt acras raports submittad by the Parmitteas. This should be effactivae in the short-term, given the current
slow pace of permitting in gsneral by the Parmittess. As the local econommy improves and the issuance of grading parmits by the
Parmitteas incraasas, it is unclsar what affact an increass in disturbance activitizs by the Parmitteas will have on staffing rasources
in tha DCP in reviewing and verifving mitigation fz= and exempt acres raports by the Pearmitteas.

The Program’s gniding documeants will be reviavwed and amendad, a5 appropriate, to addess compliance and reporting issues as
nacassary. Inaddition, tha DCP will explore the devalopment of a Memorandum of Aprsement among the Parmittzas to provids
mora formal standards and procadures for collecting, verifving and reporting disturbance and fee collaction pursuant to the
MSHCP.
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2. Darailzd Permit Listing not Reguived from Permittsss

Tha Audit found that the DCP does not have the abilite to verify that all prading parmits issued by the Parmitt=as ars chargad the
appropriate mitisation faa charess asragquirad by the MSHCP or that disturbancs classifisd as axempt by the Parmittees in fact
gqualifr for an exemption from the mitisation fze.

Tha DCP will work with the Permittzas to axplore developing a centralized, sutomated reporting and collzction svstem for
mitication f2= payment and tracking as a long-term solution. The Parmittazs have previously exprassed support for centralizing
the fze collection and reporting function within the DCP and the DCP has bzgun to dstarmine what steps ars nacassarv to
implameant this recommeandation. In the short term, the DCP will also work with the Parmitteas to determine what intsmal controls
ara in place and will raquest processes and procsdurss to obtain ereater accuracy and compliancs.

3. Mitigatian Fss Dara Convoluted in the Systsm

The Audit found that the svstemusad by the Clark CountyDevelopment Servicas Departmeant does not effactivaly track whather
authorizad devalopment activitias will ba subject to a grading permit and assessed the required mitigation fee. Similarlv, the
svstem doesnot allow for afficient and effactive tracking and reporting of activities that have baen exemptad from the fae, As
recommendad by the Audit, the DCP will meat with the Development Servicss Department and the Assistant County hanager
Office to develop methodsto snsurs mors effective tracking and reporting of mitizstion fz2s asszssedand/or exemptad and agres
to a process that allows the DCP to indzpandantlyreview and verify the accumey of thase assessments. The DCP will be ralving
on the chain of command to ensurs that problems ara rasolved andcorractad. The DCP recommends quartsrly mestings among
tha DCP, Development Sarvices and Assistant CountvManagers Offica to ensurs issuss are addressed and resolved among the
partiss.

4 Missing Mitigation Forms

The Audit results identifisd instances whare prading permits ware issuad but the required mitigation fee forms ware incomplate
and'or missing. As recommendad bvthe Audit, the DCP will meet with the Development Services Department and the Assistant
County Managar Office to identifv what methods ars availabla to ensure more effectivetracking and reporting of mitiation faas
assessadand’or axemptad. The DCP will wrock with the Development Services Departrnant and Assistant County hManaper's
Office to comes to agresment on & procsss that allows the DCP to indspendently revisw and verifv the accuracy of these
BS5EE5INEnts.

5. Paymenr Missing on Thres City of North Las Vegas Mitigation Forms

Similar to the previous finding, the Audit foumd multipls instances of missing and/or incomplats mitization fee forms from the
Citw of Worth Las Vagas; the Auditwas unabls to verify if a fae form was submitted or whather the requirad mitigation fae had
bean collected. In thres instancas, it does not appear that tha required fa2 was collectedand/or submitted to the DCP as raquirad
b tha MSHCP and pearmit.

Tha DCP will request payment fromthe City of Morth Las Vagas unlass it can provids the documentation verifving pavment to
tha DCP. The DICP will also work with the City of North Las Vagas to request swstem gensratad monthly reports and will use
thasa reports to verifvthe accuracy of the mitigation fae and exempt acras reports submitted by the Citv and develop a centralizad,
automated reporting and collection svstem for all mitisation fee pavmant and forverifving appropriate application of acras that are
determined to ba exempt from fae collection.
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