INTRODUCTION

At the direction of the Executive Branch Audit Committee, we conducted an audit
of the costs and benefits of Nevada hosting a business portal. A business portal
would be a single website for businesses to perform transactions with the State,
such as incorporation and paying business fees.

Agencies’ Role and Public Purpose
Our review of a Nevada business portal focused on two agencies, the Secretary
of State and the Department of Taxation. The Secretary of State and the
Department of Taxation both collect fees from businesses.

Secretary of State
Some of the Secretary of State’s responsibilities include administering Nevada’s
elections and registering entities to do business in the State. The Secretary of
State’s Commercial Recordings Division’s (Division) responsibilities include
helping businesses organize and qualify to do business in Nevada.
•

Organize – Organize is the process of submitting documents to the
Secretary of State to become a business under Nevada law. Businesses
located inside or outside Nevada can organize under Nevada law. The
Division reviews, processes, and files documents of businesses, such as
corporations and most partnerships. 1

•

Qualify – Qualify is the process of submitting documents to the Secretary
of State to conduct business in Nevada. Businesses located and
organized outside Nevada must qualify to do business in the State.

Businesses pay a fee to organize or qualify to do business in the State. For
example, fees for a corporation range from $75 to $35,000 to initially register to
do business in Nevada based on the value of the corporation. In fiscal year
2008, the Division collected almost $83 million in fees.
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These entities include for-profit and nonprofit corporations, limited liability companies, limited partnerships,
limited liability partnerships, limited liability limited partnerships, business trusts, and professional
corporations and associations.
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Department of Taxation
The Department of Taxation’s (Taxation) responsibilities include administering
tax programs for the State, such as the business license fee. Taxation reviews,
processes, and files business license fee applications. A business license allows
entities to do business in Nevada. Taxation collects the fee for these
applications. In fiscal year 2008, the annual business license fee was $100 per
entity. There is also a late fee penalty of $100. In fiscal year 2008, Taxation
collected almost $20 million in business license fees.

Scope and Objective
We began the audit in March 2008. We conducted a cost-benefit analysis to
perform this audit. Our analysis began by reviewing documentation from the
Secretary of State’s office and the Department of Taxation.
To determine costs, we partnered with staffs from the Secretary of State’s office,
Department of Taxation, Department of Employment Training and Rehabilitation,
Department of Motor Vehicles, Department of Information Technology, and
others to analyze technology alternatives to achieve a business portal. We
reviewed reports of business portals and results in other states. We also
assessed information provided by two private-sector vendors.
To determine benefits, we reviewed information from the Secretary of State’s
Commercial Recordings Division and the Department of Taxation, including the
agency’s Annual Report. We also applied U.S. Census data and reviewed other
federal and State reports on businesses in Nevada. We conducted interviews
with private business owners and a representative of the Nevada Resident Agent
Association.
Additionally, we examined how to link databases to identify and enhance
revenues. Although we identified other potential benefits, we limited our scope to
the business license fee. We concluded field work and testing in August 2008.
Our audit focused on the following objective:
9 Should the Secretary of State propose Nevada establish a business
portal?
We performed our audit in accordance with the International Standards for the
Professional Practice of Internal Auditing.
The Division of Internal Audits expresses appreciation to the staffs at the Office
of the Secretary of State, Department of Taxation, and Department of Information
Technology for their cooperation and assistance throughout the audit.
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Secretary of State
Response and Implementation Plan
We provided draft copies of this report to Secretary of State and Department of
Taxation officials for their review and comments. Their comments have been
considered in the preparation of this report. The Secretary of State’s response is
included in Appendix A. In its response, the Secretary of State accepted our
recommendation. Further, Appendix B includes a timetable to implement our
report’s recommendation.
NRS 353A.090 specifies within six months after the Executive Branch Audit
Committee releases the final audit report, the Chief of the Division of Internal
Audits shall evaluate the steps the Agency has taken to implement the
recommendation, and shall determine whether the steps are achieving the
desired result. The Chief shall report the six month follow-up result to the
Committee and Agency officials.
The following report contains our findings, conclusions, and recommendation.
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Should the Secretary of State Propose
Nevada Establish a Business Portal?
The Secretary of State should propose Nevada establish a business portal. We
estimate the net benefit to the State would be between approximately $14 and
$34 million over five years.
The Nevada Business Portal would be a website established by the State. The
website would be created using new software and hardware, and maintained by
State staff. State and local agencies would be encouraged to participate in the
portal to foster Nevada’s business friendly climate. The portal would be a secure
environment for both agencies and the user.
Businesses could access information and process transactions with State and
local agencies participating in the portal. The user could then access data
related to these governmental agencies. Users could be notified of any
additional government requirements to be eligible to do business in Nevada.
Governmental agencies would benefit as once data is input, it can be distributed
to other State and local agencies, thereby reducing redundant data entry.
Additionally, agencies can share and compare information to help ensure users
comply with State regulations. This could assist agencies in enhancing
revenues, controlling costs and improving efficiency.
We identified the Secretary of State’s Commercial Recordings Division (Division)
and the Department of Taxation (Taxation) as the initial participants in the
business portal. The portal would allow a business to submit organizational
documents and fees to the Division and pay its business license fee to Taxation.
Currently, when businesses register with the Division, there is no check to see if
they also paid the business license fee to Taxation. With a business portal,
businesses would be required to pay both their registration and business license
fees simultaneously, thereby enhancing revenues to the State.
We determined a cost-benefit of proposing a business portal. We calculated the
costs of establishing the business portal and focused on the benefit from
enhanced revenues from the business license fee.
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Costs
We identified costs to establish a fully functional business portal. We estimate
the total cost to establish the portal would be $15 million over five years. See
Exhibit I for a summary of estimated business portal costs.
•

Portal costs include software, hardware, maintenance, staff, and vendor
services. Costs incurred in the first year enable the website to be
functional between the Division and Taxation. Additional costs incurred in
years 2 and 3 enhance the portal to allow other State and local agencies
to participate. Costs in years 4 and 5 are for ongoing maintenance and
staff for operating the portal and servicing the software. We estimate up to
three additional information technology specialists may be necessary to
operate the portal.
Our audit did not address which agency should administer the portal. As
yet, there has been no decision where the portal will reside, and
consequently, how costs will be apportioned to agencies participating in
the business portal.

•

Agencies will need to link to the business portal.
The Secretary of State represented that its additional portal development
costs would be absorbed by existing staff and through planned upgrades
to existing systems.
Taxation’s costs would include credit card processing fees and staff to
manage information sharing through the business portal. Currently,
Taxation does not accept credit card payments. Taxation would incur a
cost to process credit cards used to pay the business license fee. We
estimate the cost would be approximately $600,000 annually to process
credit cards. 2 Taxation estimates it will need an additional three staff,
including contract staff in the first year.
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Our calculation assumes all business license fees will be paid by credit card.
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Exhibit I
Estimated Business Portal Costs
($ millions)

Year 1

Year 2

Year 3

Year 4

Year 5

Portal a

$2.6

$3.0

$2.8

$1.2

$1.2

Agencies

$1.0

$0.8

$0.8

$0.8

$0.8

Total Annual
Cost

$3.6

$3.8

$3.6

$2.0

$2.0

Cumulative
Cost
a

$15

Portal costs in years 2-5 enable other State and local agencies to participate in the business
portal but would not be necessary for the Secretary of State and Department of Taxation to
function. Other State and local agencies have expressed an interest in participating in the
business portal.
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Benefits
The business portal would benefit the State through enhanced revenues from
business license fees. We estimate the total benefit to the State over five years
would be between $28 and $49 million.
Enhanced revenues would result from businesses that register with the Division
but have not paid their business license fee to Taxation. As businesses register
with the Division through the portal, they would also be required to pay the
business license fee to Taxation.
We estimate a benefit using a high and low range of potential revenues. The
high estimate reflects the number of businesses registered with the Division that
have not paid the business license fee to Taxation. Our low estimate excludes
out-of-state businesses organized in Nevada, but not doing business in the State.
Taxation’s current policy is not to require collection from these businesses.
Regardless of the policy, the business portal will help the Division and Taxation
compare and identify businesses that should pay the business license fee and
enhance revenues for the State.
We estimate the total benefit from a portal is almost $10 to over $16 million the
first year and almost $5 to over $8 million thereafter. The benefit is greater in the
first year because businesses that had not paid the business license fee would
be assessed both the initial fee and a late charge.
See Exhibit 2 for a summary of the estimated benefit of a business portal.

Exhibit II
Estimated Business Portal Benefit
($ millions)

Year 1a

a
b

Year 2

Year 3

Year 4

Year 5

Benefit b

$9.6 - $16.4 $4.8 - $8.2 $4.8 - $8.2 $4.8 - $8.2 $4.8 - $8.2

Cumulative
Benefit

$28.8 - $49.2

Year 1 includes the business license fee and one late fee payment.
We assumed no growth in the number of businesses paying the business license fee.
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Net Benefit to the State
Our review shows that the potential net benefit to the State in the first year of a
Nevada business portal may be almost $13 million, with a total net benefit of
about $34 million over five years. See Exhibit 3 for a summary of estimated net
benefits from the portal.

Exhibit III
Estimated Net Benefit
($ millions)

Year 1
Benefit
Cost

Year 2

Year 3

Year 4

Year 5

$9.6 - $16.4 $4.8 - $8.2 $4.8 - $8.2 $4.8 - $8.2 $4.8 - $8.2
$3.6

$3.8

$3.6

$2.0

$2.0

Net

$6.0 - $12.8 $1.0 - $4.4 $1.2 - $4.6 $2.8 - $6.2 $2.8 - $6.2

Cumulative
Net Benefit

$13.8 - $34.2

Recommendation
1. Propose a Nevada Business Portal.
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Appendix A
Secretary of State
Response and Implementation Plan
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Appendix B
Timetable for Implementing
Audit Recommendation
In consultation with the Secretary of State, the Division of Internal Audits
categorized the recommendation contained within this report as taking less than
six months to implement. The Secretary of State should begin taking steps to
implement this recommendation as soon as possible. The Secretary of State’s
target completion date is incorporated from Appendix A.

Recommendation with an anticipated implementation period of less than
six months.
Recommendation
1. Propose a Nevada Business Portal. (page 8)

Time Frame
Jan 2009

The Division of Internal Audits shall evaluate the action taken by the Secretary of
State concerning report recommendation within six months from the issuance of
this report. The Division of Internal Audits must report the results of its
evaluation to the Committee and the Secretary of State.
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