REPORT OF THE NORTH CAROLINA RESPIRATORY CARE BOARD
July 1, 2013 — June 30, 2014

To: Attorney General Roy Cooper
Secretary of State Elaine Marshall
Office of State Budget and Management
Joint Legislative Administrative Procedure Oversight Committee

From: William Croft, PhD, RRT, RCP
Executive Director
North Carolina Respiratory Care Board

Re: Financial Report for the North Carolina Respiratory Care Board
July 1, 2013 — June 30, 2014

INTRODUCTION

The North Carolina Respiratory Care Board was established by Act of the General Assembly during its
2000 session, with the passage of the North Carolina Respiratory Care Practice Act. The Act is codified
at N.C. Gen. Stat. § 90-646 er seq. This financial report is being submitted after being approved by the
Board at its regular quarterly meeting on October 9, 2014 as required under N.C. Gen. Stat §93B-2 (b).
The independent auditing firm, Knoonce, Wooten & Haywood, LLP, prepared the financial report
attached. :

1) The address of the Board, and the names of its members and officers
[Current as of October 9, 2014]:

North Carolina Respiratory Care Board
The North Carolina Respiratory Care Board
125 Edinburgh South, Suite 100 in

Cary, NC 27511

www.ncrcb.org

Phone (919) 878-5595

FAX (919) 878-5565
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Chairman Secretary

Larry Simpson, RCP (3) Robin Ross, RCP (2)

Appointment Expires: October 31, 2015 Appointment Expires: October 31, 2016
Vice Chairman Treasurer

Joseph Coyle, MD (3) Kathy Short, RN, RCP (7)
Appointment Expires: October 31, 2015 Appointment Expires: October 31, 2015
Lawrence Klima, MD (4) Edward Bratzke, MD (2)

Appointment Expires: October 31, 2016 Appointment Expires: October 31, 2015
Joe Hooks (5)

Appointment Expires: October 31, 2015

Open Seats: Three:
1) Appointing Authority: The OIld North State Medical Society —Physician Member, 2) Appointing
Authority: Governor —Public Member and 3) Appointing Authority: Governor —Public Member.

Appointments Code: (1) Governor (2) President Pro Tem of the Senate (3) Speaker of the House (4) NC

Medical Society (5) NC Medical Equipment Association (6) Old North State Medical Society (7) NC
Hospital Association

Executive Director
William Croft, PhD, RRT, RCP

Respectfully submitted, this 24™ day of October, 201
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William Croft, PhD, RRT, REP

Executive Director

The North Carolina Respiratory Care Board
125 Edinburgh South, Suite 100 in

Cary, NC 27511

Phone: (919) 878-5595

Fax: (919) 878-5565
E-mail:bcroft@ncreb.org

Attachment; Financial Statement and Audit

Page 2 of 2



000

NORTH CAROLINA RESPIRATORY CARE BOARD
Financial Statements

June 30, 2014 and 2013

000



TABLE OF CONTENTS

Independent Auditor's Report

Management's Discussion and Analysis

Statements of Net Position

Statements of Revenues, Expenses and Changes in Net Positioh
Statements of Cash Flows

Notes to Financial Statements

Pages

8-10



I
Wi Koonce, Wooten & Haywood, LLP

CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
North Carolina Respiratory Care Board
Cary, North Carolina

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying financial statements of the North Carolina Respiratory Care Board, an
agency of the State of North Carolina, as of and for the years ended June 30, 2014 and 2013, and the related notes to
the financial statements, which collectively comprise the Board's basic 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 opinions on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are

free from 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.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of North Carolina Respiratory Care Board, an agency of the State of North Carolina, as of June 30,2014 and
2013, and the changes in financial position and cash flows thereof for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Raleigh Durhain Pitisboro

4060 Barrett Drive 3511 Shannon Road 10 Sanford Road

Post Office Box 178086 Suite 100 Post Office Box 1399

Raleigh, North Carolina 27619 Durham, North Carolina 27707 Pittsboro, North Carolina 27312
919 782 9265 919 354 2584 919 542 6000

919 783 8937 FAX 919 489 8183 FAX 919 542 5764 FAX



Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3 through 4 be presented to supplement the basic financial statements. Such
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. We 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 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.

/Zm Moty L-Rboeusion” CLF

Raleigh, North Carolina
October 9, 2014



NORTH CAROLINA RESPIRATORY CARE BOARD
Management's Discussion and Analysis
June 30, 2014

This section of the North Carolina Respiratory Care Board's (the Board) financial report represents our discussion and
analysis of the financial performance of the Board for the year ended June 30, 2014. This information should be read in
conjunction with the audited financial statements included in this report.

Overview of the Financial Statements

The audited financial statements of the Board consist of the following components:

e Management's Discussion and Analysis
¢ Financial Statements
e Notes to Financial Statements

The financial statements include statements of net position, statements of revenues, expenses and changes in net
position, and statements of cash flows.

Financial Analysis

Net position is an indicator of the financial health of the Board. Assets exceeded liabilities by $198,320, $117,027 and
$106,885 as of June 30, 2014, 2013 and 2012, respectively.

Table 1
Condensed Statement of Net Position

June 30, 2014 June 30, 2013 June 30, 2012

Current Assets $ 245,430 $ 179,653 $ 192,305
Capital Assets 962 1.834 2,706

Total Assets 246,392 181,487 195,011
Current Liabilities 48,072 64,460 88.126
Invested in Capital Assets, net of related depreciation 962 1,834 2,706
Net Position--Unrestricted 197,358 115,193 104,179

Total Net Position $ 198,320 $ 117,027 $ 106,885

The following table summarizes the revenues and expenses for the Board for the fiscal years ending June 30, 2014,
2013 and 2012:
Table 2
Condensed Statement of Revenues, Expenses and Changes in Net Position

Year Ending Year Ending Year Ending

June 30,2014 June 30, 2013 June 30, 2012

Operating Revenues $ 434,369 $ 441,248 $ 438,919
Nonoperating Revenues 1,226 877 536
Total Revenues 435.595 442,125 439,455
Operating Expenses 354,302 431,983 331,527
Increase in Net Position 81,293 10,142 107,928
Beginning Net Position (Deficit) 117,027 106,885 (1.043)

Ending Net Position $ 198,320 $ 117,027 $ 106,885




NORTH CAROLINA RESPIRATORY CARE BOARD
Management's Discussion and Analysis
June 30, 2014

Net position increased by $81,293 for the year ended June 30, 2014. Operating revenues decreased by $6,879 and
expenses decreased by $77,681 during the year. The primary factor in the decreased expenses was a $65,749 decrease
in professional fees due mainly to a decrease in contract labor of $38,776 and legal fees of $24,653.

Capital Assets

Capital assets, net of depreciation, decreased by $872 during the year ended June 30, 2014. The following is a summary
of the capital assets, net of depreciation:

Table 3
Capital Assets (net of depreciation)

June 30, 2014 June 30, 2013 June 30, 2012

Furniture and Equipment $ 169 $ 531 $ 893
Computer Equipment 793 1,303 1.813
Total $ 962 $ 1,834 $ 2,706

Requests for Information

This report is intended to provide a summary of the financial position of North Carolina Respiratory Care Board.
Questions or requests for additional information should be addressed to:

William L. Croft, PhD, RRT, RCP Executive Director
North Carolina Respiratory Care Board

125 Edinburgh South Drive, Suite 100

Cary, North Carolina 27511



NORTH CAROLINA RESPIRATORY CARE BOARD

Statements of Net Position
Enterprise Fund
June 30, 2014 and 2013

ASSETS

2014 2013
Current Assets:
Cash and Cash Equivalents $ 236,105 $ 170,624
Accounts Receivable 1,670 1,535
Prepaid Insurance 7,655 7,494
Total Current Assets 245,430 179,653
Capital Assets:
Furniture and Equipment 8,889 8,889
Computer Equipment 12,808 12,808
Total 21,697 21,697
Less Accumulated Depreciation 20,735 19,863
Net Capital Assets 962 1,834
Total Assets 246,392 181,487
LIABILITIES
Current Liabilities:
Accounts Payable--Trade 6,100 6,011
Accrued Vacation 41,972 58,449
Total Current Liabilities 48,072 64,460
NET POSITION
Invested in Capital Assets 962 1,834
Unrestricted Net Postion 197,358 115,193
Total Net Position $ 198,320 $ 117,027

The accompanying notes are an integral part of the financial statements.



NORTH CAROLINA RESPIRATORY CARE BOARD
Statements of Revenues, Expenses and Changes in Net Position

Enterprise Fund

For the Years Ended June 30, 2014 and 2013

OPERATING REVENUES:
Licenses
Background, Verification and Approval Fees
Penalties and Assessments
Other Revenues
Total Operating Revenues

OPERATING EXPENSES:
Salaries
Professional Fees
Rent
Travel
Insurance
Payroll Taxes
Bank Service Charges
License Fees
Telephone
Office Supplies
Internet and Other Expenses
Board Members Per Diem
Postage
Civil Penalty Fund
Printing
Depreciation
Total Operating Expenses

OPERATING GAIN

NONOPERATING REVENUES:
Interest Income

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.

2014 2013
$ 402,260 402,377
24,648 27,662
4,260 7,400
3,201 3,809
434,369 441,248
156,396 156,107
65,102 130,851
32,946 31,989
16,573 17,850
16,571 15,841
13,137 13,168
10,167 11,023
9,579 16,782
9,474 7,757
7,630 10,140
4217 3,260
4,200 4,005
4,103 6,939
1,950 3,575
1,385 1,824
872 872
354,302 431,983
80,067 9,265
1,226 877
81,293 10,142
117,027 106,885
$ 198,320 117,027



NORTH CAROLINA RESPIRATORY CARE BOARD

Statements of Cash Flows
Enterprise Fund

For the Years Ended June 30, 2014 and 2013

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from Licensees and Applicants
Cash Received from Others
Cash Paid to Vendors for Goods and Services
Cash Paid to Employees for Services
Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest Income
Net Cash Provided by Investing Activities

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS--Beginning of Year

CASH AND CASH EQUIVALENTS--End of Year

RECONCILIATION OF OPERATING GAIN TO
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES:
Operating Gain
Adjustments to Reconcile Operating Gain to
Net Cash Provided (Used) by Operating Activities:
Depreciation
Changes in Assets and Liabilities:
Accounts Receivable
Prepaid Insurance
Accounts Payable
Accrued Vacation

Net Cash Provided (Used) by Operating Activities

The accompanying notes are an integral part of the financial statements.

2014 2013
$ 402,260 $ 402,377
31,974 39,836
(183,969) (268,854)
(186,010) (185,947)
64,255 (12,588)
1,226 877
1,226 877
65,481 (11,711)
170,624 182,335
$ 236,105 $ 170,624
$ 80,067 $ 9,265
872 872
(135) 965
(161) (24)
89 (6,994)
(16,477) (16,672)
$ 64,255 $ (12,588)



NORTH CAROLINA RESPIRATORY CARE BOARD
Notes to Financial Statements
June 30, 2014 and 2013

Summary of Significant Accounting Policies

A. Organization:
The North Carolina Respiratory Care Board (the Board) is an occupational licensing board authorized

by Chapter 61 of the North Carolina General Statutes. The Board was established to maintain minimum
standards for services provided by persons engaged in respiratory care.

B. Financial Reporting Entity:

The concept 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 financial reporting entity includes both the primary government and
all of its component units. An organization other than a primary government serves as a nucleus for a reporting
entity when it issues separate financial statements. The accompanying financial statements present all funds
and activities for which the Board is responsible.

For financial reporting purposes, the Board 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). These financial statements for the Board are separate and apart from those of the State of North
Carolina and do not present the financial position of the State nor changes in the State's financial position and

cash flows.

C. 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

standards.

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 fees.

D. Basis of Accounting:
In accordance with Statement of Governmental Accounting Standards No. 34, the Board herewith

presents Statements of Net Position, Statements of Revenues, Expenses, and Changes in Net Position, and
Statements of Cash Flows. These statements reflect entity-wide operations of the Board. The Board has no
fiduciary funds or component units.

E. Accounting 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 disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reported period. Actual results could

differ from those estimates.



NORTH CAROLINA RESPIRATORY CARE BOARD
Notes to Financial Statements
June 30, 2014 and 2013

Summary of Significant Accounting Policies (Continued)

F. Accounts Receivable:
Accounts receivable principally consists of amounts due for continuing education approval fees. The

management of the Board reviews the collectibility of the accounts receivable on a periodic basis and utilizes
the direct write-off method.

G. Capital Assets:
Capital assets (equipment) are recorded at original cost. Depreciation is provided using the straight-line

method over the estimated useful lives of the capital assets. A capitalization threshold of $500 is utilized.

Capital assets are depreciated over the following estimated useful lives:

Asset Class Estimated Useful Lives
Office Furniture 7
Office and Computer Equipment 5

H. Accrued Vacation and Sick Leave:
The vacation and sick leave policy of the Board provides for accumulation of earned vacation and sick

leave with such leave being fully vested when earned. Because such leave is payable to employees at
termination, a liability for the outstanding balances has been recorded. Accrued vacation and sick leave totaled
$41,972 and $58,449 at June 30, 2014 and 2013, respectively.

I. Net Position:
Net position in the financial statements is classified as invested in capital assets, net of related debt;

restricted; and unrestricted. Restricted net position represent constraints on resources that are either externally
imposed by creditors, grantors, contributors or laws or regulations of other governments or imposed by law
through state statute. The Board currently has no restricted net position.

J. Revenue Recognition:
The Board's license fees are assessed and collected according to each respective licensee's license

inception date. Licenses are renewed for a period of one year. License fees are nonrefundable and are therefore
recognized in the period received and are not deferred and recognized as revenue over the periods in which
they relate. This revenue recognition method reasonably reflects the income of the Board.

K. Cash and Cash Equivalents:
The Board considers all highly liquid investments available for current use with an initial maturity of

three months or less to be cash equivalents.

Concentrations of Credit Risk

The Board maintains cash balances at a financial institution located in Raleigh, North Carolina. At
June 30, 2014, the balances in the financial institution are insured by the Federal Deposit Insurance
Corporation up to $250,000. The Board has no uninsured cash balances at June 30, 2014 and 2013.



10.
NORTH CAROLINA RESPIRATORY CARE BOARD

Notes to Financial Statements
June 30, 2014 and 2013

Capital Assets

Changes in capital assets for the year ended June 30, 2014 were as follows:

June 30, June 30,
2013 Additions Retirements 2014
Capital Assets:
Furniture $ 8,889 $ $ $ 8,889
Computer Equipment 12,808 12,808
Total Capital Assets 21,697 21,697
Less Accumulated Depreciation for:
Furniture 8,358 362 8,720
Computer Equipment 11,505 510 12,015
Total Accumulated
Depreciation 19.863 872 20,735
Net Capital Assets $ 1,834 $ (872) $ $ 962

Changes in capital assets for the year ended June 30, 2013 were as follows:

June 30, June 30,
2012 Additions Retirements 2013
Capital Assets:
Furniture $ 8,889 $ $ $ 8,889
Computer Equipment 12.808 12.808
Total Capital Assets 21,697 21,697
Less Accumulated Depreciation for:
Furniture 7,996 362 8,358
Computer Equipment 10,995 510 11,505
Total Accumulated
Depreciation 18,991 872 19,863
Net Capital Assets $ 2,706 $ (872) $ $ 1,834

Lease Obligations

The Board leases office space through an operating lease which expires in September 2014. Rent
expense of $32,946 and $31,989 is included in operating expenses at June 30, 2014 and 2013, respectively. In
addition, the Board leases an automated mailing machine, which is included in office expenses, through an
operating lease which expires in June 2016.

Future minimum rentals under the leases in effect at June 30, 2014 are as follows:

Year Ending

June 30 Commitment
2015 $ 9,691
2016 1.392

$ 11,083
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NORTH CAROLINA RESPIRATORY CARE BOARD
Notes to Financial Statements
June 30, 2014 and 2013

Subsequent Events

Subsequent events have been evaluated through October 9, 2014, which is the date the financial
statements were available to be issued.

On July 24, 2014, the Board entered into an agreement to begin leasing new office space in Cary,
North Carolina. The 62-month lease agreement commences September 1, 2014 at a monthly rate of $2,235. On
each anniversary of the Commencement Date, the minimum monthly rent shall increase by 3% over the amount
of the minimum monthly rent paid during the preceding 12-month period. The lease expires October 31, 2019.



