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NORTH CAROLINA STATE HEARING AID DEALERS AND FITTERS BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS

This scction of the Board’s financial report represents Management’s analysis of the Board’s financial
performance during the years cnded May 31, 2014 and 2013. Pleasc read it in conjunction with the
financial statements which follow this scetion.

Financial Highlights

During 2014, the Board's net position increased by $23.552, or 7.5%, duc primarily to an increase in
revenues. During 2013, the Board’s net position decreased by $5,407, or 1.7%, duc primarily to a decrease
i revenues. '

During 2014, the operating revenues of the Board increased by $33,459, or 25.2%. duc primarily to an
increase in application and cxamination fees revenue. During 2013, the operating revenues of the Board
decreased by $48,320, or 26.7%, due primarily to a decrease in renewal fees revenue,

During 2014, the non-operating revenues of the Board decreased by $165, or 6.0%, duc primarily to a
decrease in cash on hand.  During 2013, the non-operating revenues of the Board increased by $54, or
2.0%, due primarily to an increase in cash on hand.

During 2014, the operating expenses of the Board increased by $4,335, or 3.1%, duce primarily to an
increase in exam cxpenses. During 2013, the vperaling expenses of the Board increased by $4,029, or
2.9%, due primarily to an increasc in contractual consultant services.

Overview of the Financial Statements

This financial report consists of two sections: Management's Discussion and Analysis and the Financial
Statements. The Board has no other supplementary information required by GASB 34. The Financial
Statements also include notes to the financial stalements that provide detail of the information included in
the financial statements.

Basic Financial Statements

The financial statements of the Board report information about the Board using accounting methods stmilar
to those used by private sector companices. These statements offer short and long-term financial information
about the activities of the Board.

The Statements of Net Position present the current and long-term portions of assets and liabilities
separately.

The Statements of Revenues, Expenscs, and Changes in Net Position present information on how the
Board’s asscts changed as a result of 1ts operations.

The Statements of Cash Flows present information on how the Board’s cash changed as a result of its
financial activities,




NORTH CAROLINA STATE HEARING AID DEALERS AND FITTERS BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS
Condensed Financial Information

The following presents condensed {inancial information on the operations of the Board:

(‘urrcni Year Current Year
as of and for as of and tor
the year ended the vear ended
Mav 31, 2014 Mav 31, 2013
Curreni assets $ 2P2.428 N 214,887
Capital asscts 2927 2,049
Other asscts 208,519 211.438
Total assets S 423,874 $ 428,374
Current liabilities S 80,611 3 114,663
Total Habilities S 86,611 S 114,603
fnvestment in capital asses S 2,927 S 2,049
Unrestricted 334,330 311,662
Total net position S 337,263 b 313,711
Qperating revenues $ 166,419 S 132,960
(perating cxpenses (145, 44K) (141,113)
Operating income 20,971 (8,153)
Non-operating revenues 2581 2,746
Change in net position S 23,5582 S (5.407)

Events Affecting Future Operations

The Board has no significant events affecting tuture operations which are reportable pursuant to GASB 34,

Contacting the Board’s Management

This financial report is designed to provide a general overview of the Board's finances and to demonstrate
the Board’s accountability for the money it receives. [f you huve any guestions about this report or need
additional information. contact: North Carolina State Hearing Aid Dealers and Fitters Board, PO Box

97833, Ralcigh, NC 27624,

]







Shelton L. Hawley, CPA, PA
Certified Public Accountant

Suite 81 Telephone: (919) 639-4825
800 N. Raleigh St Facsimile:  (919) 639-3102
P.O. 1545

Angier. North Caraling 27501-1545

INDEPENDENT AUDITOR’S REPORT

Members of the Board
North Carolina Statc Hearing Aid Dealers and Fitters Board
Raleigh, North Carolina

Report on the Financial Statements

[ have audited the accompanying financial statements and the related notes to the financial statements as
listed in the table of contents of the North Carolina State Hearing Aid Dealers and Fitters Board (the
"Board"), an independent state ageney which is a nonmajor enterprise fund of the primary government of
the State of North Carolina, as of May 31, 2014 and 2013.

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 [inancial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on the audits. [ conducted
my audits in accordance with auditing standards generally accepted in the United States of America. Those
standards requirc that I plan and perform the audus to obtain rcasonable assurance about whether the
financial statements arc free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures seleeted depend on the auditor’s judgement, 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 cffectiveness of the entity’s internal
control. Accordingly, I express no such opinion. An audit also includes evaluating the uppropriateness of
accounting policies used and the reasonablencss of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

1 believe that the audit evidence [ have obtained is sufficicnt and appropriate to provide a basis for my audit
opinion.

Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the North Carolina State Hearing Aid Dealers and Fitters Board as of May 31, 2014
and 2013, and the resulls of its operations and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.




INDEPENDENT AUDITOR’S REPORT (CONCLUDED)
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis be presented to supplement the basic financial statements.  Such information,
although not a part of the basic financial staiements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of linancial reporting for placing the basic financial
statements in an appropriate operational, cconomic. or historic context. [ have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquirics of management about the mcthods
of preparing the information and comparing the information for consisteacy with management's responses
to our inquirics, the basic financial statements, and other knowledge obtained during my audit of the basic
financial statements. 1 do not cxpress an opinion or provide any assurance on the supplementary
information because the limited procedures do not provide sufticient evidence to cxpress an opinion or
provide any assurancc thereon.

c;éébm% CIA, LA

Sheiton L. Hawley, C.P.A., P.A.
Angier, North Carolina

October 29, 2014



NORTH CAROLINA STATE HEARING AID DEALERS AND FITTERS BOARD
STATEMENTS OF NET POSITION
MAY 31, 2014 AND 2013

ASSETS
Current assets:
Cash and cash equivaicnts (Note 2}
Accounts receivable- licensces {fees i arrcarage)

Total current assets

Capital assets (Note L)
Office vquipment and software

Total capital assets - net of depreciation

Other assets:
Investments (Note 2)
Accrued interest receivable {an ivestments)

Tatal other assets

TOTAL ASSETS

LIABILITIES AND NET POSITION

Current labilities:
Accounts payable (including lec overpayments)
Due to other state agencies
tUnearned revenue (Nole 3)

Total current liabilitics

TOTAL LIABILITIES

NET POSITION (NOTE 4)
[nvestment in capital assets
Unrestricted net position

TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

See notes to financial statements.

May 31, 2014

May 31, 2013

Proprictary- Proprietary-
linterprise Enterprise
Fund Fund
5 2015228 214,081
906 806
212,428 214,887
24827 2,049
2.927 2.049
208,473 211,397
46 41
208,519 211,438
$ 423874 % 428,374
S 375 766
6,240 18,447
80.000 95,450
80611 114,663
856,011 114,663
2,927 2,049
334,336 311,662
337.263 313,711
S 423874 S 428,374




NORTH CAROLINA STATE HEARINC
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
YEARS ENDED MAY 31,2014 AND 2013

AID DEALERS AND FITTERS BOARD

OPERATING REVENUES:

Rencwal foes

Application fees (including nitial heensure fees)

Continuing education fee
Eaamination fees

Cernficate fees

Late fees

Recovery ot costs from licensee
Miscellancous operating income

Total operating revenuoes

OPERATING EXPENSES:
Contractual management services (Note §)
Board members expenses
Contractual investigation services
Contractual consultant services
Exam expenses

Depreciation expense

Telephone

Ofiice supplies

Postage

[nsurance and bonding

Printing and copying

Legal and audit fees

Website management expenscs
Miscellancous

Total operating expenses

QOperating income (loss)

Sce notes to financial statcments.

2014 2013
Proprictary- Proprictary-
Enterprise Enterprise
Fund Fund
S 83,050 S 87,150
313200 16.300
12,670 13,095
11,500 11,900
S0 425
4t 1.300
304N
1,451 2,790
S In6,419 S 132,960
N 54,000 S 54,000
7.233 7.763
1272 1,187
1.750 4,930
40,7113 17,135
1,063 984
2,315 2615
632 653
770 691
88 177
153
24,640 42,201
1449 6,876
1363 1,738
» 145,448 § 141,113
% 20,971 3 (8.153)

[§)



NORTH CAROLINA STATE HEARING AID DEALERS AND FITTERS BOARD
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
YEARS ENDED MAY 31,2014 AND 2013

2013

Proprictary-
Enterprise
Fund

2,740

2,746

(5.407)

319,118

2014
Proprictary-
Enterprise
Fund
NON-OPERATING REVENUES (EXPENSES):

Interest income 2.581
Total non-operating revenues h) 2,581
Change in net position § 23,552
Net position - beginning of ycar 313,711
Net position - end of year 5 337,263

313,711

See notes to financial statements.




NORTH CAROQLINA STATE HEARING AID DEALERS AND FITTERS BOARD
STATEMENTS OF CASH FLOWS
YEARS ENDED MAY 31,2014 AND 2013

2014 2013
Proprictary- Proprictary-
Laterprise Enterprise
Fund Fund
Cash flows from operating activities:
Cash received lrom fees N 145,725 % 147,820
Cash reccived trom other operating revenues 5044 2,781
Cash payments for operating expenses (150987 (122.473)
Net cash provided (usced) by operating actunvities S (CHRES S 28.128
Cash flows from capital and related financing activities:
Acquisition of capital assets Y (1,941 S
Net cash provided (used) by capital and financing activities by (1,940 S 0
Cash flows from imvestimg activiies:
Transfer from certificaiets) of deposit to vperating account N 4487 N
Transter ftom operating account 1o certificate(s) ol deposa t1.333) (1.736)
Interest earncd 2.576 2,745
Net cash provided (used) by investing activities $ 5,500 $ 1,009
Net increase {(decrease) m cash S (2.559) S 29137
Cash - beginning of year 21408 183,944
Cash - end of year N 211522 S 214,081

See notes 10 financial statements.




NORTH CAROLINA STATE HEARING AID DEALERS AND FITTERS BOARD
STATEMENTS OF CASH FLOWS
YEARS ENDED MAY 31, 2014 AND 2013

2014 2013
Proprictary- Proprictary-
Enterprise Enterprise
Fund Fund
Reconciliation of operating incon
1o net cash provided by operating activities:
Operating incame (loss) S 204971 S (8.153)
Adjustments 1o reconcile aperating income
1o net cash provided by operiting sctivities:
Changes in asscts and habilities:
Depreciation S 1.063 S 984
Other receivables 1 100) 4.050
Accounts payable (12,607 14,297
Unearned revenue {15.450) 16,950
Total adjustments S {27.08%) S 36,281
Net cash provided (used) by operating activitics S {0,118) S 28,128

Sce notes o financial statements,

9



NORTH CAROLINA STATE HEARING AiD DEALERS AND FITTERS BOARD
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED MAY 31, 2014 AND 2013

Notc | - Nature ol Activitics and Significant Accounting Policies

Description of Organization

The North Carolina State Hearing Aid Dealers and Fitters Board (the "Board”) 1s an independent State
agency. It is an occupational licensing board and is authorized by Chapter 93D of the North Carolina
General Statutes. The Board is composcd of seven members who are appointed by the Governor of the
Statc of North Carolina. It is a nonmajor enterprise fund of the primary government of the State of North
Carolina and is reported as such in the State’s Comprehensive Annual Financial Report (CAFR).

The Board is cstablished to maintain minimum standards for services provided by hearing aid dealers and
fitters.

The Board’s operations arc financed with sclf-generated revenues from fees charged to examinees and
licensees.

Basis of Presentation

The accompanying financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America. The Governmental Accounting Standards Board
(GASB) is the accepted standard setting body for establishing governmental accounting principles and
reporting slandards.

All activitics of the Board are accounted for within a single proprictary (enterprise) fund, Proprietary funds
arc used w account for operations that are financed and operated in @ manner similar o private business
enterprises where the intent of the governing body is that the cost of providing goods or services to the
gencral public on a continuing basis be financed or recovered primarily through user charges.

Reporting Entity

The coneept underlying the definition of the financial reporting entity is that elected officials are
accountable to their constituents for their actions. As required by accounting principles generally accepted
in the United States of America (GAAP), the finuncial reporting entity includes both the primary
government and all of its component units. An organization other than a primary government serves as a
nuclcus for a reporting entity when it issues separate financial statements. The accompanying financial
statements present all funds and activities for which the Board is responsibic.

For financial reporting purposes, the Board is a nonmajor enterprise tund of the primary government of
the State of North Carolina and is reported as such in the State’s Comprehensive Annual Financial Report
{(CAFR). These financial statements for the Board are separate and apart from those of the State of North
Cuarolina and do not present the financial position of the State nor changes i the State’s financial position
and cash flows.

t0



NORTH CAROLINA STATE HEARING AID DEALERS AND FITTERS BOARD
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED MAY 31,2014 AND 2013

Note | - Nature of Activitics and Significant Accounting Policics (Continued)

Basis of Accounting

In accordance with Statement of Governmental Acconnting Standards 34 (as amended, if applicable), the
Board herewith presents Statements of Net Position, Staiciments ol Revenues, Lxpenses, and Changes in
Net Position; and Statements of Cash Flows. These stalements retlect entity-wide operations of the Board.
The Board has no fiduciary funds or component units.

The Statements of Revenuces, Expenses, and Changes in Net Position demonstrate the degree to which the
direct expenses of the Board are offsct by examination and license fees.

The financial statements report all activitics of the North Carolina State Hearing Aid Dcalers and Fitters
Board using the cconomic resource measurement Jocus and the full acerual basis of accounting. Revenues
arc recognized in the accounting period in which they arc carned and become measurabic.  Expensces are
recognized when incurred. if measurable, regardiess of the timing of cash flows.

Operating revenues and expenses consist of those revenues and expenses that result from the ongoing
principal operations of the Board. Operating revenues consist primarily of license fees.  Operating
expenses are all expense transactions incurred other than those related 1o capital and noncapital financing
or investing activities as defined by GASB Statement No. 9. Reporting Cash Flows of Proprietary and
Nonexpendable Trust Funds and Governmental Entitics That Use Proprictary Fund Accounting. Non-
operating revenues and expenses consist of those revenues @nd expenses that are related to investing,
capital, and non-capital financing activitics: and arc classificd as non-opcrating in the financial statements.

Cash and Cash Equivalents

These classifications include undeposited receipts, petty cash. cheeking accounts and time deposits
{excluding certain certificates of deposit, il any} held by the Board.

Investments

The Board is authorized to invest idle funds in accordance with North Carolina General Statutes. This
classification consists of certain certilicates ol deposits held by the Board for investment. Investments
generally arc reported at fair market value. Certificates of deposit are reported at cost (which is the same
as fair valuc) if purchased in the primary cerlificate of deposit market, and at fair valuc if purchased in the
secondary certificatc of deposit market (as determined by quoted market prices). The net increase
(decreasc) in the fair value of investments for certificates of deposit is recognized as a component of
investment interest income.

Fair value of Financial lnstruments

The carrying amounts of the Board's financial instruments approximate their fair value,



NORTH CAROLINA STATE HEARING AID DEALERS AND FITTERS BOARD
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED MAY 31, 2014 AND 2613

Note | - Nature of Activitics and Significant Accounting Policies (Continued)
Capital Assets

Capital assets are stated at cost and are being depreciated over their usetul lives on a straight-line basis.
The Board capitalizes assets that have a value or cost of S500 or greater at the date of acquisition and
an estimated useful life of morc than one year. Depreciation is computed using the straight-line method
of deprecation over the estimated uscful lives of the asscts, gencrally estimated as follows: office furniture,
equipment and specialized software, 5 years. Summaries follow:

Cont ) Cost Accumulated Net
3-31-43 Acquinitions hsposals S-31-14 Depreciation Amount
Office equipment. software S 4.929 S 1,941 s 4 b 0,870 N 3,943 $ 2,927
S 4,929 S 1.94] S il S 6,870 S 943 S 2,927
Cost Cosl Accumulated Net
5-31-12 Acquinitions Isposals 531413 Depreciation Amount
Office equipment/software $ 4929 5 [} 0 N 4,924 N 2880 S 2,049
S 4929 8 08 0o 8 4,929 s 2880 8 2,049

When an assct is disposed of, the cost of the asset and the related accumulated depreciation arc removed
from the books. Any gain or loss on disposition is reflected in carnings for the period. Depreciation
expense was $1,063 for the fiscal year ended May 31, 2014 and $984 tor the fiscal year ended May 31,
2013.

Income Taxes

The Board is a nonmajor enterprise fund of the primary government of the State of North Carolina and is
exempt {rom federal and state income tuxes.

Use of Estimates
The preparation of financial statements in conformity with gencrally accepted accounting principles in the

United States of Amecrica requires management to make cstimates and assumptions thal affect certain
reported amounts and disclosures, Accordingly. actual results could differ from those estimates.



NORTH CAROLINA STATE HEARING AID DEALERS AND FITTERS BOARD
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED MAY 31, 2014 AND 2013

Note 2 - Deposits and [nvestments

Deposits

All of the Board’s deposits which arc uninsured are uncollateralized funless collateralized pursuant to NC
Administrative Code (20 NCAC 7)] by the financial institution holding said deposits. For deposits,
custodial credit risk is the risk that in the cvent of the taiture of the depository (or counterparty), the Board
will not be able to recover the value of its deposits that are m the possession of the outside party. The
Board does not have policics regarding custodial credit nisk for deposits.

At May 31, 2014, the Board's deposits had a carrying amount of $419.995 and a bank balance of
$437,800. Of the bank balance, $250.000 was covered by federal depository insurance, and $187,800 was
uninsured and uncollateralized [unless collateralized pursuant to NC Admumistrative Code (20 NCAC 7))
Certificates of deposit in the amount of $208.473 arc considered time deposits for this disclosure and are
classificd as investments on the Statements of Net Position. At May 31, 2013, the Board's deposits had a
carrying amount of $425,478 and a bank balance of $453,780. Of the bank balance, $250,000 was covered
by federal depository insurance., and $203.780 was uninsured and uncollateralized [unless collateralized
pursuant to NC Administrative Code (20 NCAC 7). Certificates of depositin the amount of $211,397 are
considered time deposits for this disclosurc and are classificd as investments on the Statements of Net
Position.

[nvestments

At May 31, 2014 and 2013, the Board had the following mvestunents and maturitics.

May M, 0l May 31, 2013
Investment Type Falr Value Qaer 12 Monthis Fuir Value Over 12 Months
Certificaie of Depusn S 17,838 \ L™ SN > [TETRIEY| 5 106,951
.
Ceritficaie of Depusil 140,618 Lo, 013 T ddn 104,430
Tota} 5 LREA S NERE . MERE > 211,397




NORTH CAROLINA STATE HEARING AID DEALERS AND FITTERS BOARD
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED MAY 31, 2014 AND 2013

Notc 2 - Deposits and [nvestments (Continued)

Risk Disclosures for Investments

Intcrest rate risk - As a means of [miting its exposure to fair value losses arising from rising interest rates,
the Board limits its invesiment in certiticates ot deposits to maturities of no more than 30 months.

Credit risk - State Jaw limits the investments of the Board to certain types of investments.  The Board’s
present policy for managing credit risk is o limitits investments to certificates of deposits.

Custodial credit risk - For an investment, custodial credit risk is the risk that in the event of the faiiure of
the depository (or counterparty), the Board will not be able to recover the value of its investments that are
in the possession of the outside party. The Board doces not have policies regarding custodial credit risk for
investments.

Concentration of credit risk - During the year under audit. the Board placed no limit on the amount that
it invested in any one issuer, however Board management has attempted to maximize FDIC coverage by
depositing its certificates of deposit with various financial institutions through the sccuritics division of its
financial institution.

Reconciliation of Deposits and Investments

A reconciliation of deposits and investments for the Board (o the basic linancial statements at May 31, 2014
and 2013, is as follows:

May 31, 2014 May 31, 2013
Carrying Amount of Bank Deposits 3 200,522 S 214,081
Certificates of Deposits 208,473 211,397
Total Deposits and tnvestments S 419,995 S 425478
Current:
Cash and Cush Equivalents $ 211,522 h) 214,081
Noncurrent:
Investments 208.473 211,397
Total Deposits and nvestments $ 119,995 S 425.478

Note 3 - Unearncd Revenue

The Board’s fees arc assessed and collected on an annual basis for the period April 1 through March 31,
which does not correspond with the Board’s accounting period. License rencwal fees received in the latter
part of the fiscal year are deferred and recognized as revenuce over the one year period to which they relate.



NORTH CAROLINA STATE HEARING AID DEALERS AND FITTERS BOARD
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED MAY 31,2014 AND 2013

Note 4 - Net Position

Investment in capital assets - This component of net position consists of capital assets, net of accumulated
depreciation and reduced by the outstanding balances ol any loan proceeds (il any) that arc attributabic to
the acquisition, construction, or improvement of those capital assets.

Restricted net position - expendable - This component ol net position consists of net position which the
Board is legally or contractually obligated to spend in accordance with restrictions imposed by cxternal

partics. The Board had no restricted net position.

Unrestricted net position - This component of net position consists o net position that does not meet the
definition of restricted or investment in capital assels.

Note § - Contractual Management Services

The Board does not have any employees. The Board contracts with a management consultant service to
provide scrvices for the Board. The contract includes all services related to the process of licensure
application and renewal and various other seeretarial dutics. The Board also reunburses the management
scrvice for printing, postage, copying and niscellancous office expenses.  Payments to the mmanagement
service totaled $67,790 during the fiscal year ended May 2{. 2014 and $61,025 during the fiscal year
ended May 31, 2013.

Note 6 - Risk Management

The Board is cxposed to various risks of loss rclated to torts; theft of, damage to, and the destruction of
assels; crrors and omissions; injurics to cmployees: and natural disasters.  These exposures to loss are
handled by participation in certain statc-administered risk programs and seif retention of certain risks.
Additionally, thc Board has limited protection from exposure to loss through the purchasc of certain
commercial insurance coverage. :

Note 7 - Contingencies

The Board is involved in occasional disciplinary hearings throughout the year which arise in the ordinary
coursce of its operations. [n the opinion of management of the Board, the results of such actions during the
years under audit do not materially affect the Board’s operations, changes in financial position, or cash
flows for the years herein ended.

Notc 8 - Subsequent Events

Subscquent events have been evaluated through October 29, 2014, the date the financial statements were
availablc to be issued. Events occurring after that dute have not been evaluated 1o determine whether a
change in the financial statements would be required.



