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INDEPENDENT AUDITORS’ REPORT

Secretary of State

The Attorney General

North Carolina Office of State Budget and Management

North Carclina State Board of Examiners in Optometry

The Joint Legislative Administrative Procedure Oversight Committee

We have audited the accompanying financial statements of the North Carolina State Board of
Examiners in Optometry as of and for the year ended June 30, 2013, and the related notes to
the financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America, this includes 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.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements 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
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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Page Two
North Carolina State Board of Examiners in Optometry
Qctober 30, 2013

We believe that the audit evidence we have obtained is suificient and appropriate to provide a
basis for our audit opinions.

Opinions

[n our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the North Carolina Staie Board of Examiners in Optometry as of June
30, 2013, and the changes in financial position and cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

wm #/70,&){1\!/ CPQs/ PR

Waters & Piver, CPAs, PA
Wallace, NC
Qctober 30, 2013
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Management’s Discussion and Analysis

This section of the North Carolina State Board of Examiners in Optometry Board’s (the
Board) financial report represents our discussion and analysis of the financial
performance of the Board for the year ended June 30, 2013. This information should be
read in conjunction with the audited financial statements included in this report.

Financial Highlights

o Examination fees increased by 5.56% from the same period last year—a
$3,100.00 increase.

» Net position increased by 9.34%. Total expenses were up $8,426.67 and total
revenues increased by $22,103.15 over last year.

e The Board’s marketable investments at June 30, 2013 had no unrealized losses
(1.e. the investment cost/basis exceeds the June 30, 2013 fair market value).

¢ Computer software and programming fees decreased by $11,535.00. The legal
and investigative fees decreased by $2,054.29.

Overview of the Financial Statements

The audited financial statements of the Board consist of 2 components. They are as
follows:

s Management’s Discussion and Analysis
e Basic Financial Statements

The Basic Financial Statements are prepared using the modified accrual basis of
accounting. They consist of three statements. The first statement is the Statement of
Net Position. Assets and liabilities are classified between current and long-term. This
statement provides a summary of the Board’s investment in assets and obligations to
creditors. Liquidity and financial flexibility can be evaluated using the information
contained in this statement.

The next statement is the Statement of Revenues, Expenses, and Changes in Fund Net
Position. This statement is used in evaluating whether the Board has recovered all of its
costs through revenues. The information can be used in determining operating efficiency.

The final required statement is the Statement of Cash Flows. This statement reports
cash inflows and outflows in the following categories: operating and investing. Based
on this data, the user can determine the sources of cash, the uses of cash, and change in
cash.



The notes to the financial statements provide more detailed information and should be
read in conjunction with the statements.

Financial Analysis of the North Carolina State Board of Examiners in Optometry
Net position is an indicator of the fiscal health of the Board. Assets exceeded liabilities
by $1,041,846.75 in 2013. The largest component of net position was cash. It was 59 %
of the total net position. Following is a summary of the Statement of Net Position:

6/30/2013 6/30/2012 $ Change % Change
Current assefs $ 1,116,164.08 $ 1,025079.36 $ 91,084.72 8.89%
Non-current assets 30,237.16 33,150.34 (2,913.18) -8.79%
Total assets 1,146,401.24 1,058,229.70 88,171.54 8.33%
Current liabilities {(104,554.49) (105,397.25) 842.76 -0.80%
Total net position $ 1,041,846.75 $ 05283245 $ 89,014.30 9.34%

Condensed Statement of Revenues, Expenses, and Changes in Fund Net Position

6/30/2013 6/30/2012 $ Change % Change
Income from operations 3 604,850.00 $ 58391500 $  20,935.00 3.59%
income from investments 9,666.40 8,498.25 1,168.15 13.75%
Expenditures (525,502.10) (517,075.43) (8,426.67) 1.63%
Change in net assets $ 89,01430 $ 7533782 $ 13,676.48 -18.15%
Ending net position $ 104184675 § 095283245 $ 89,014.30 9.34%

Following is a breakdown of revenue by source:

6/30/2013 6/30/2012 $ Change % Change

Examination fees $ 5885000 $ 55750.00 $ 3,100.00 5.56%
Regular license renewal fees 383,500.00 372,300.00 11,200.00 3.01%
Professional incorporation fees 1,600.00 1,275.00 325.00 25.49%
Professional incorporation renewal fees 10,725.00 10,400.00 325.00 3.13%
Branch office fees 37,535.00 35,700.00 1,835.00 5.14%
Branch office renewal fees 104,100.00 98,400.00 5,700.00 5.79%
Renewal penalties 2,070.00 3,140.00 (1,070.00) -34.08%
Interest income 2,975.44 5,136.70 (2,161.26) -42.07%
Dividend income 5,230.51 3,361.55 1,868.96 55.60%
Other income 6,470.00 6,950.00 (480.00) -6.91%
Gain (Loss) on investments 1,460.45 - 1.460.45 N/A
Total $ 61451640 § 59241325 § 22,103.15 3.73%




Economic Factors
The Board anticipates no significant changes in any economic factors that would
materially effect the Board’s operations.

Requests for Information
This report is intended to provide a summary of the financial condition of the Board.
Questions or requests for additional information should be addressed to:

Dr. John D. Robinson, Jr.

Executive Director

North Carolina State Board of Examiners in Optometry
109 North Graham Street

Wallace, NC 28466



EXHIBIT A

NORTH CARQOLINA STATE BOARD OF EXAMINERS IN OPTOMETRY
STATEMENT OF NET POSITION
June 30, 2013

ASSETS
Current assets;
Cash
Checking $ 241,203.49
Certificate of deposit 183,990.92
Escrow account 150,811.51
Money market accounts 41,036.15
617,051.07
Investments 478,695.51
Accounts receivable
Accounts receivable--investigative and
legal fee reimbursements 19,315.00
Prepaid expense 1,102.50
20,417.50
Total current assets 1,116,164.08
Non-current Assets:
Furniture and equipment (less accumulated
depreciation of $154,876.58) 29,779.05
Deposits 458.11
Total non-current Assets 30,237.16
Total assets $ 1,146,401.24
LIABILITIES AND NET POSITION
Current liabilities:
Accounts payable $ 14,518.53
Payroll taxes payable 3,360.03
Accrued vacation and sick pay 46,254.90
Accrued expense 1,021.03
Deferred revenue 39,400.00
Total current liabilities 104,554.49
Net Position 1,041,846.75
Total liabilities and net position $ 1,146,401.24

The accompanying notes are an integral part of the financial statements.
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NORTH CAROLINA STATE BOARD OF EXAMINERS IN OPTOMETRY

EXHIBIT B

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION

For the Year Ended June 30, 2013

Revenues:

Examination fees
Regular license renewal fees

Professional incorporation fees
Professional incorporation renewal fees

Branch office fees
Branch office renewal fees
Renewal penalties
interest income
Dividend income
Gain on investments
Other income
Total revenues

Expenses:

Salaries

Clerical fees

Printing and copying
Office supplies

Bank service charge
Telephone

Equipment lease

Utilities

Postage

Office rent

Legal and investigative fees
Retirement

Payroll taxes

Health insurance

Life insurance

Hearing expense

Dental plan
Dues/registration

Audit cost
Budget/accounting fees
Regular meeting expense
Special meeting expense
Examination expense
Exam development
Depreciation expense
Maintenance

Insurance

58,850.00
383,500.00
1,600.00
10,725.00
37,535.00
104,100.00
2,070.00
2,975.44
5,230.51
1,460.45
6,470.00

614,516.40

Computer software and programmer fees

Total expenses

Change in net position

Net position, beginning of year

Net position, end of year

The accompanying notes are an integral part of the financial statements.
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174,850.45
3,000.00
1,043.10
5,885.00

6.00
8,967.29
6,066.10
5,187.73
3,012.63

12,550.00
65,541.16
14,901.05
13,156.65
20,758.37
1,726.81
2,565.72
1,175.00
6,500.00
4,516.00
43,544.23
10,219.42
96,701.06
1,247.13
4,499.20
3,540.00
1,572.00
11,870.00

525,502.10

89,014.30

952,832.45

$ 1,041,846.75




NORTH CAROLINA STATE BOARD OF EXAMINERS IN OPTOMETRY
STATEMENT OF CASH FLOWS
Years Ended June 30, 2013

Cash flows from operating activities:
Cash received from optometrists
Payments for operating expenses
Net cash provided by operating activities

Cash flows from investing activities;
Interest, dividends, and gains on investmenis
Net cash from investing activities

Net increase (decrease} in cash and cash
equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Reconciliation of operating income to net cash
provided by operating activities:
Income {loss) from operations
Adjustments fo reconcile operating income
to net cash provided by operating activities:
Depreciation
Changes in assets and liabilities;
{increase)decrease in receivables
{Increase)decrease in prepaid expenses
(Increase)decrease in deposits
{Increase)decrease in fixed asses
Increase(decrease) in accolnts payable
Increase(decrease) in other accrued
liabilities
Increase (decrease) in deferred revenue
Total adjustments
Net cash provided by operating activities

The accompanying notes are an iniegral part of the financial statements.
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2013

614,811.84
(527,161.02)

§7,650.82

9,666.40

9,666.40

$97,317.22
998,429.36

1,095,746.58

79,347.90

4,499.20

6,335.00
(102.50)
(1,586.02)

3,613.60

2,743.64
(7,200.00)

8,302.92

87,650.82




NORTH CARCLINA STATE BOARD OF EXAMINERS IN OPTOMETRY
NOTES TC THE FINANCIAL STATEMENTS
June 30, 2013

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Organizational Purpose

The North Carolina State Board of Examiners in Optometry is an independent state
agency established for the purpose of regulating the practice of optometry in the State of North
Carolina through the enforcement of North Carolina laws and regulations. Therefore, the North
Carolina State Board of Examiners in Optometry is reported as a discretely presented
component unit in the State of North Carolina’s financial statements.

B. Basis of Presentation

All activities of the Board are accounted for within a single proprietary (enterprise) fund.
Proprietary funds are used to account for operations that are () financed and operated in a
manner similar to private business enterprises where the intent of the governing body is that the
cost of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing body has decided that
periodic determination of revenues earned, expenses incurred, and/or the change in net
position is appropriate for capital maintenance, public policy, management control,
accountability, or other purposes.

C. Basis of Accounting

The financial statements are presented using the accrual basis of accounting, which is
in accordance with generally accepted accounting principles for an enterprise fund, required by
State law of occupational licensing boards. Under this basis, costs of providing services,
including capital costs, must be recovered with fees and charges, rather than with taxes or
similar revenues.

The Board has implemented GASB Statement No. 34, Basis Financial Statements-and
Management’s Discussion and Analysis-for State and Local Governments and related
standards. These new standards provide for significant changes in terminology and for the
inclusion of Management’s Discussion and Analysis as required supplementary information.

D. Investments

At June 30, 2013 the Board's investments consist of the following:

Brokerage money market accounts $ 206,281.28

Mutual funds (stated at cost) 268,798.98

US government mortgage-backed securities 3,615.25
(stated at cost)

Total 3 478,695.51
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NORTH CAROLINA STATE BOARD OF EXAMINERS IN OPTOMETRY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

The U.S. government, mortgage-backed securities consist of Government National
Mortgage Association and Federal National Mortgage Association security obligations as
follows:

Gross Gross
Amortized Unrealized Unrealized Market
Cost Gains Losses Value
Mortgage-backed
securities $3,615.25 $154.72 $0.00 $3,769.97

All securities held by the Board are available for sale. During the year that ended June
30, 2013, the Board earned interest of $518.94 on these investments. The Board realized gains
of $1,460.45 on sales or redemptions of like investments.

The mutual funds consist of marketable funds available for sale with a current market
value of $299,827.81. During the year that ended June 30, 2013, the Board earned dividends
of $5,230.51.

E. Fixed Assets

The fixed assets owned by the Board are reflected in the accompanying financial
statements at cost. Applicable depreciation expense is calculated using the straight-line
method.

F. Accounts Receivable-Investigative and L egal Fee Reimbursements

At June 30, 2013, licensees’ accounts receivable for investigative and legal fee
reimbursements were as follows:

Amount of Received by Receivable
Reimbursement June 30, 2013 at June 30, 2013
H. D. Boyles, OD $ 6,000.00 $ 4,685.00 3 1,315.00
Non-Fublic Letter of Concern $ 22500.00 % 7,500.00 $ 15,000.00
Michael S. Bryan, O.D. 3 5,000.00 $ 2,000.00 3 3,000.00
$  33,500.00 $ 14,185.00 $ 19,315.00

. Deferred Revenue

Deferred revenue represents examination fees collected during the current year for the
exams to be given in July, 2013.

H. Estimaies
The preparation of financial statements in conformity with generally accepted accounting
principles requires the Board to make estimates and assumptions that affect certain reported

amounts and disclosures. Accordingly, actual results could differ from those estimates.
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NORTH CAROLINA STATE BOARD OF EXAMINERS IN CPTOMETRY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE 2 — RELATED PARTY — OFFICE | EASE

The Board leases from the Executive Director an office building located at 109 North
Graham Street, Wallace, NC 28466, Specifically, the building contains 1500 square feet of
heated and cooled space with a paved drive located on a lot that is 150 feet wide facing North
Graham Street and 150 feet deep. The annual lease agreement for the year ending June 30,
2013 was approved on June 23, 2011 with a 5% increase annually. The monthly rental for the
fiscal year ending June 30, 2013 was $1,050.00 ($12,600.00 annually). This is the second
year of this three year lease agreement. A new lease agreement will be executed by the North
Carolina Department of Administration in June of 2014 for a three year period commencing on
July 1, 2014 and terminating on June 30, 2017.

NOTE 3 — PENSION PLAN

On January 25, 1991, the Board adopted a Simplified Employee Pension Plan, as
defined by the Internal Revenue Service. Each year the Board, at its discretion, determines
contributions. The total contribution for the year that ended June 30, 2013 was $14,901.05.

NOTE 4 — DENTAL PLAN

On July 25, 1991, the Board approved a self-insured dental plan for full-time employees
at a rate of $25.00 per month, retroactive to July 1, 1990. Benefits are only payable for actual
dental work performed during the time the employee is employed by the Board and is subject to
an unlimited carry-over. The maximum dental benefit available at June 30, 2013 was
$3,278.80.

NOTE 5 — CONCENTRATION OF CREDIT RISKS

All deposits of the Board are made in board-designated official depositories and are
collateralized as required by State law (G.S. 159-31.) The Board may designate as an official
depository any bank or savings association whose principal office is located in North Carolina.
Also, the Board may establish time deposit accounts such as NOW accounts, money market
accounts, and certificates of deposit.

All of the Board’s deposits are insured or collateralized by using the Pooling Method.
Under this method, a collateral pool, all uninsured deposits are collateralized with securities
held by the State Treasurer's agent in the name of the State Treasurer. Since the State
Treasurer is acting in a fiduciary capacity for the Board, these deposits are considered to be
held by the Board agent in the Board’s name. The amount of the pledged collateral is based on
an approved averaging method for non-interest bearing deposits and the actual current balance
for interest bearing deposits. Depositories using the Pooling Method report to the State
Treasurer the adequacy of their pooled collateral covering uninsured deposits. The State
Treasurer does not confirm this information with the Board or the escrow agent. Because of the
inability to measure the exact amount of collateral pledged for the Board under the Pooling
Method, the potential exists for under collateralization, and this risk may increase in periods of
high cash flows. However, the State Treasurer of North Carolina enforces strict standards of
financial stability for each depository that collateralizes public deposits under the Pooling
Method.
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NORTH CAROLINA STATE BOARD OF EXAMINERS IN OPTOMETRY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

The Board maintains cash balances at two financial institutions, Four Oaks Bank and
Trust, and First Bank. They are members of the Federal Deposit Insurance Corporation.
Deposits at FDIC-insured institutions are now insured up to at least $250,000 per depositor.
The tfotal cash held by the Board at June 30, 2013 not covered by insurance was $216,239.56.

NOTE 6 — RISK MANAGEMENT

The Board is exposed to various risks of loss related to toris; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Board has employee surety bond, comprehensive liability and employee health insurance.

There have been no significant reductions in insurance coverage from coverage in the
prior year. No insurance claims were filed during the year that ended June 30, 2013.
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