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Independent Auditors’ Report

The Honorable Roy A. Cooper

Governor of North Carolina

State Board of Examiners of Electrical Contractors
The General Assembly of North Carolina

Opinion

We have audited the accompanying financial statements of the State Board of Examiners of Electrical
Contractors, an enterprise fund of the State of North Carolina, as of and for the years ended June 30,
2022 and 2021 and the related notes to the financial statements, which collectively comprise the
Board’s basic financial statements as listed in the table of contents. Our responsibility is to express an
opinion on these financial statements based on our audits.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the State Board of Examiners of Electrical Contractors as of June 30,
2022 and 2021, and the respective changes in financial position and cash flows for the years then
ended in conformity with accounting principles generally accepted in the United States of America.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of State Board of Examiners of Electrical Contractors and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audit. We believe

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

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the State Board of
Examiners of Electrical Contractors ’s ability to continue as a going concern within one year after the
date that the financial statements are available to be issued.

Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
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are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that,

individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

* Exercise professional judgement and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements,

¢ Obtain an understanding of internal control relevant to the audit 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 State Board of Examiners of Electrical Contractors s internal
control. According, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about State Board of Examiners of Electrical
Contractors ‘s ability to continue as a going concern for a reasonable period of time.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the State Board of Examiners of
Electrical Contractors and do not purport to, and do not present fairly the financial position of the
State of North Carolina, as of June 30, 2022 and June 30, 2021, the changes in its financial position,
or, where applicable, its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America. Our opinion is not modified with respect to this
matter.

Change in Accounting Principle

As more fully described in Note 9 to the financial statements, the Board has adjusted its June 30,
2021 financial statements to retrospectively apply the change in accounting required by GASB 87,
Leases. Under the requirement of the this pronouncement a lessee recognizes a lease liability and an
intangible right-to-use lease asset in the earliest financial statements presented. Our oinion is not
modified with respect to this matter.

Other Matters

Required Supplementary Information

Management's Discussion and Analysis
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Accounting principles generally accepted in the United States of America require that management’s
discussion and analysis on pages 5-9 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 inforniation 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.

Other Postemployment Benefits

Accounting principles generally accepted in the United States of America require that certain
disclosures concerning other postemployment benefits be presented as required supplementary
information (see page 24) to 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. The required supplementary information
has been subjected to the auditing procedures applied in the audit of the financial statements and we
have applied certain limited procedures, 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. In our opinion, the information is fairly
stated in all material respects in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our reports dated October
14, 2022 and September 7, 2021 on our consideration of the Board’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements and other matters. The purpose of those reports is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing and
not to provide an opinion on the internal control over financial reporting or on compliance. Those
reports are an integral part of an audit performed in accordance with Government Auditing Standards
in considering the Board’s internal control over financial reporting and compliance.

Hraet, ekl é Azsoriales, L.
Durham, North Carolina / L.
October 14, 2022
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MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2022

This section of the North Carolina State Board of Examiners of Electrical Contractors
financial report represents our discussion and analysis of the financial performance of the
Board for the year ended June 30, 2022. This information should be read in conjunction
with the audited financial statements included in this report.

Overview of the Financial Statements

The Statements of Net Position provide information relative to the Board’s assets,
liabilities, and the resulting net position as of the last day of the fiscal year. Assets and
liabilities on these statements are categorized as either current or noncurrent. Current
assets are those that are available to pay for expenses in the next fiscal year. Current
liabilities are those payable in the next fiscal year. The Board currently has unearned
license fees allocable to future years which constitute deferred inflows. Net position on
these statements is categorized as either invested in capital assets or unrestricted.
Overall, the Statements of Net Position provide information relative to the financial
strength of the board and its ability to meet current and long-term obligations.

The Statements of Revenues, Expenses, and Changes in Net Position provide information
relative to the results of the Board’s operations, non-operating activities, and other
activities affecting net position that occurred during the fiscal year. Operating activities
include the licensure and examination activities for the public practice of electrical
contracting in the State. Non-operating activities include primarily investment income
and, occasionally, income from sale of equipment. Overall, the Statements of Revenues,
Expenses, and changes in Net Position provide information relative to the Board’s
management of its operations and its ability to maintain its financial strength. The above

statements are articulated by agreeing the ending net position reported on both
statements.

The Statements of Cash Flows provide information relative to the Board’s sources and
uses of cash funds for operating activities, capital financing activities, and investing
activities. These statements provide a reconciliation of beginning cash balances to ending
cash balances and are representative of activity reported on the Statements of Revenues,
Expenses, and Changes in Net Position as adjusted for changes in beginning and ending
balances of noncash accounts on the Statements of Net Position.

The three statements described above are the basic financial statements required by the
Governmental Accounting Standards Board (GASB) accounting principles. In
accordance with GASB, the financial statements are presented on the Board as a whole
and use reporting concepts in a manner similar to that required of a business enterprise.
The financial statement balances reported are presented in a classified format to aid the
reader in understanding the nature of the financial statement balances.

In using the basic financial statements, the Notes to the Financial Statements should be
read in conjunction with the basic financial statements. The Notes to the Financial
Statements provide information relative to the significant accounting principles applied in
the basic financial statements, authority for and associated risk of deposits and
investments, detailed information on capital assets and noncurrent liabilities, revenues,
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and expenses, and required information on pension plans. Overall, the Notes to the
Financial Statements provide information to better understand details, risks, and

uncertainties associated with amounts reported in the basic financial statements.

Financial Analysis

Net position is an indicator of the financial health of the Board. The Board’s net position

increased from $937,646 as of June 30, 2021 to $1,019,988 as of June 30, 2022, an
increase of $82,342.

Condensed Statements of Net Position

The following condensed statements summarize the Board’s assets, liabilities and net
position as of June 30, 2022, 2021 and 2020.

Condensed Statement of Net Position

2022 2021 2020
Assets:
Current assets $2,488,542  $2,328,110  $2,146,054
Noncurrent assets - net 125,071 225,336 76,959
Total assets 2,613,613 2,553,446 2,223,013
Liabilities:
Current liabilities 186,815 155,571 78,950
Long-term liabilities 475,505 531,882 438,710
Total liabilities 662,320 687,453 517,660
Unearned revenue 931,305 928,347 872,287
Total liabilities and
unearned revenue 1,593,625 1,615,800 1,389,947
Net Position:
Invested in capital
and right to use lease assets 125,071 225,336 76,959
Unrestricted 894,917 712,300 756,107
Total net position $1,019988 $ 937,646  $ 833.066
Current Assets

Current assets consist principally of cash and certificates of deposit of $1, 975 136 and
$2,163,795, respectively, as of June 30, 2022 and 2021.
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JUNE 30, 2022

Noncurrent Assets

Noncurrent assets are reflected below:

Capital Assets
June 30,
2022 2021 2020
Fumiture and Equipment $257,413  § 256,019 $ 258,306
Vehicles 155,399 155,399 155,470
Total 412,812 411,418 413,776
Right To Use Lease Assets
June 30,
2022 2021 2020
Office space 205,924 205,924 -
Furniture and Equipment 18,116 18,116 -
Total 224,040 224,040 -
Total noncurrent assets $636.852 $ 635458 § 413.776

The Board purchased one vehicle in 2021 along with equipment in 2021 and 2022. In
2021 the Board sold one vehicle.

The Board implemented GASB — 87, leases in 2022 which required retrospective
restatement of the June 30, 2021 financial statements. The effects of the restatement
created right to use assets and corresponding lease liabilities based on the present value of
rents to be paid for both office space and equipment. The right to use assets are-
amortized and lease liabilities are reduced as rents are paid.

Liabilities

GASB 75, Accounting and Reporting for Postemployment Benefits Other Than Pensions
(OPEB), became effective in 2018. Accordingly, the OPEB liability for 2021 was
$347,898, and for 2022 was $374,719. In addition, deferred inflows of resources related
to OPEB decreased by $1,243 in 2021, and increased by $26,821 in 2022.

Net Position

The Board’s net positon consists of amounts invested in capital assets and right to use
assets as of June 30, 2022, 2021 and 2020 of $125,071, $225,336 and $76,959,
respectively, and unrestricted net position of $894,917, $712,310 and $756,107. The
Board has made certain internal designations of these unrestricted amounts.

The following Condensed Statements of Revenues, Expenses and Changes in Net
Position present the Board’s operating results for the years ending as indicated:
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Condensed Statement of Revenues, Expenses and Changes in Net Position
For The Years Ended June 30,

2022 2021 2020

Operating Revenues:
License fees $1,670,471  $1,588,156  $1,496,647
Exam fees 174,310 150,254 133,032
Other 89,420 86,463 107,702
1,934,201 1,824,873 1,737,381

Operating Expenses:
Salaries and employee benefits 885,938 889,970 847,978
Professional fees 242,944 260,975 254,005
Insurance 146,571 137,257 125,743
Depreciation and amortization 101,658 108,274 64,216
Other 404,101 314,379 376,519

Postemployment benefits

other than pensions 40,272 33,169 18,540
1,821,484 1,744,024 1,687,001
Operating Income 112,717 80,849 50,380
Non-operating Income (Expenses) (30,375 23,731 27,709
Change in Net Position 82,342 104,580 78,089
Net Position - Beginning 937,646 833,066 754,977
Net Position - Ending $1.019988 § 937.646 § 833,066

Operating Revenues

Operating Revenues were $1,934,201, $1,824,873 and $1,737,381 for the years ended
June 30, 2022, 2021 and 2020, respectively. Licensee renewal occurs in all twelve
months of a year which necessitates a calculation of amounts deferred to another Board
fiscal year. The change in deferred license fees from one year to the next can increase
license revenue or decrease license revenue. The licensee fee revenue increased by
$91,509 in 2021 and increased $82,315 in 2022 due to increases in licensees and
increases in name changes.

Operating Expenses
Management’s focus on cost control helped to curb costs in the 2022, statements.

However, there was a significant increase in exam fees due to a substantial increase in
exam applicants in 2022 as well as a substantial increase in insurance.
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Request for information

This report is intended to provide a summary of the financial position the NC State Board
of Examiners of Electrical Contractors. Questions or requests for additional information

should be addressed to Tim Norman, Executive Director, 3101 Industrial Drive, Suite
206, Raleigh, NC 27609 or 919-733-9042



STATE BOARD OF EXAMINERS OF ELECTRICAL CONTRACTORS
STATEMENTS OF NET POSITION

ENTERPRISE FUND
JUNE 30,
2022 2021
ASSETS
Current assets: :
Cash and cash equivalents (Note 2) $ 1,707,013 $ 1,610,021
Certificates of deposit 456,782 365,115
Marketable securites, at fair value (Note 3) 282,181 312,457
Total 2,445,976 2,287,593
Prepaid expense (Note 6) _ 42,566 40,517
Total Current Assets 2,488,542 2,328,110
Noncurrent assets:
Capital assets, net of depreciation (Note 8) 41,986 71,773
Right to use lease assets, net of amortization (Notes 8, 9) 83,085 153,563
Total Noncurrent Assets 125,071 225,336
Total Assets 2,613,613 2,553,446
LIABILITIES
Current liabilities
Accounts payable 83,336 47,790
Accrued vacation (Note 10) 28,852 37,273
Current portion of lease liability (Note 9) 74,394 70,088
233 420
Amount due Engineering Foundation (Note 7) - -
Total Current Liabilities 186,815 155,571
Long-term liabilities
Liability for postemployment benefits other than
pensions (Note 5) 374,719 347,898
Deferred inflows of resources (Note 5) 53,905 59,317
Accrued vacation (Note 10) 33,893 37,285
Lease Liability (Note 9) 12,988 87,382
Total Long-term Liabilities 475,505 531,882
Total Liabilities 662,320 687,453
DEFERRED INFLOWS OF RESOURCES
Unearned revenue 931,305 928,347
NET POSITION _
Net Investment in capital and right to use lease assets 125,071 225,336
Unrestricted (Note 6) 894,917 712,310
Total Net Position 5 1,019,988 5 937,646

See Independent Auditors' Report and Notes to Financial Statements
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STATE BOARD OF EXAMINERS OF ELECTRICAL CONTRACTORS
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

ENTERPRISE FUND
Years Ended JUNE 30,
2022 2021
OPERATING REVENUES

Charges for services:
License fees $ 1,670,471 $ 1,588,156
Examination and application fees 174,310 150,254
Administrative fees 56,110 48,380
Other 33,310 38,083
Total operating revenues 1,934,201 1,824,873

OPERATING EXPENSES
Telecommunications 15,175 11,176
Insurance 146,571 137,257
Postage 7,810 7,189
Office supplies 7,545 3,478
Equipment leasing and maintenance 61,179 54,021
Depreciation and amortization of right to use assets (Note 8) 101,658 108,274
Audit expense 11,560 9,840
Board member expense 33,839 34,332
Staff expense 74,433 44,999
Legal fees 220,284 239,350
Salaries and temporary labor 774,723 783,737
Payroll taxes 57,795 57,801
Retirement (Note 4) 53,420 48,432
Postemployment benefits other than pensions (Note 5) 40,272 33,169
Interest expenses - leases (Note 9) 3,761 5,902
Dues and publications 535 1,048
Exam expense 124,360 73,730
Payroll services 4,685 2,954
Accounting services 11,100 11,785
Miscellaneous 274 564
Credit card transaction fees 46,988 45,089
Background searches 3,083 6,104
Engineering Foundation (Note 7) - -
Civil penalties 20,434 23,793
Total operating expenses 1,821,484 1,744,024
Operating income $ 112,717 $ 80,849

See Independent Auditors' Report and Notes to Financial Statements
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STATE BOARD OF EXAMINERS OF ELECTRICAL CONTRACTORS
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
ENTERPRISE FUND
Years Ended JUNE 30,

2022 2021

NONOPERATING REVENUES (EXPENSES):
Interest and dividend income $ 9,746 3 10,253
Gain on sale of equipment - 6,307
Gain (loss) on sale of investment securities (15,374) 5,434
Unrealized gain (loss) on investment securities (24,747) 1,737
Nonoperating revenues (expenses) (30,375) 23,731
Change in net position 82,342 104,580
Unrestriced net position - beginning 937,646 833,066
Unrestricted net position - ending $ 1,019,988 3 937,646

See Independent Auditors' Report and Notes to Financial Statements
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STATE BOARD OF EXAMINERS OF ELECTRICAL CONTRACTORS
STATEMENTS OF CASH FLOWS

ENTERPRISE FUND
Years Ended JUNE 30,
2022 2021
Cash flows from operating activities:
Cash received from licensees and applicants $ 1,844,781 $ 1,738,410
Cash received from others 89,420 86,463
Cash paid to employees and professionals (1,029,480) (1,036,996)
Cash paid to suppliers (714,569) (380,655)
Net cash flows from operating activities 190,152 407,222
Cash flows from capital and related financing activities
Acquisition of capital assets (1,394) (33,527)
Proceeds from sale of capital assets 7,223
Addition of right to use assets (224,040)
Net cash flows from financing activities (1,394) (250,344)
Cash flows from investing activities
Increase (decrease) in certificates of deposit (91,667) 391,302
Receipt of interest and dividend income 9,747 10,253
Purchase of marketable securities (311,764) (308,529)
Proceeds from sale of marketable securities 301,918 105,434
Net cash flows from investment activities (91,766) 198,460
Net change in cash and cash equivalents 96,992 355,338
Cash and cash equivalents - beginning 1,610,021 1,254,683
Cash and cash equivalents - ending ) 1,707,013 $ 1,610,021

Reconciliation of operating income to net cash flows from operating activities
Operating income $ 112,717 $ 80,849
Adjustments to reconcile operating income to net cash provided
(used) by operating activities:

Depreciation 31,181 37,797
Amortization of right to use assets 70,478 70,477
Changes in assets and liabilities:
Increase in prepaid expenses (2,049) (7,754)
Increase (decrease) in accounts payable 35,359 (7,104)
Increase (decrease) in accrued vacation (11,813) 7,716
Increase (decrease) in lease liability (70,088) 157,470
Increase in unearned revenue 2,958 56,060
Increase (decrease) in liability for postemployment
benefits 26,821 (1,243)
Increase (decrease) in deferred inflows - post
employment benefits (5,412) 12,954
Net cash provided by operating activities $ 190,152 $ 407,222

See Independent Auditors' Report and Notes to Financial Statements
13



STATE BOARD OF EXAMINERS OF ELECTRICAL CONTRACTORS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

Note 1 — Summary of Significant Accounting Policies

Description of Organization

The State Board of Examiners of Electrical Contractors (the Board) is an

occupational licensing board and is authorized under Chapter 87 of the North Carolina
General Statutes.

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 Annual
comprehensive Financial Report (ACFR). 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.

Basis of Presentation

The statement of net position reflects all assets including long-term assets, and all
obligations including long-term obligations.

The statement of revenues, expenses and changes in net position presents a
comparison between direct expenses and program revenues of the Board. Primary
revenues include fees and other charges paid by licensees.

Measurement Focus and Basis of Accounting

In accordance with North Carolina General Statutes, the Board’s accounts are
maintained during the year using the modified accrual basis of accounting. However, at
year-end, financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when cash flows
take place.
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STATE BOARD OF EXAMINERS OF ELECTRICAL CONTRACTORS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

Note 1 - continued

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect

certain reported amounts and disclosures. Accordingly, actual results could differ from
those estimates.

Deferred Inflows of Resources

Unearned revenues consist principally of license fees collected in advance.

Capital Assets

Capital assets are defined by the Board as assets with an initial individual cost of
$300 or more and an estimated useful life of more than two years. Purchased assets are
reported at cost. The cost of normal maintenance and repairs that do not add to the value
of an asset or materially extend asset lives are expensed.

Capital assets are depreciated using the straight-line method over the following
estimated useful lives:

Estimated
Asset Class Useful Lives
Furniture and equipment 5-10
Computer equipment 3-4
Vehicles 4-5
Right to Use Lease Assets

The Board has recorded right to use lease assets as a result of implementing
GASB 87. The right to use assets are initially measured at an amount equal to the initial
measurement of the related lease liability plus any lease payments made prior to the lease
term, less lease incentives, and plus ancillary charges necessary to place the lease into
service. The right to use assets are amortized on a straight-line basis over the life of the
related leases. '

Lease Liability

Because the leases of office equipment and its office space quality as other than
short-term as leases under GASB 87, they have been recorded as lease liabilities at the

present value of future minimum lease payments as of the date of implementation of
GASB 87, July 1, 2020
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STATE BOARD OF EXAMINERS OF ELECTRICAL CONTRACTORS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

Note 1 - continued
Accrued Vacation

The vacation leave policy of the Board provides for accumulation of earned
vacation leave with such leave being fully vested when earned. Because vacation leave is
payable to employees at termination, a liability for the outstanding balances has been
recorded. That portion of accrued vacation that is estimated to be used in the next fiscal
year has been designated as a current liability in the financial statements (first-in, first-out
method of using accumulated time).

Postemployment Benefits Other Than Pensions

The Board provides healthcare benefits to retirees who have reached certain
combinations of age and years of service as more fully described in Note 6.

Net Position

Net position in the financial statements reflects net investments in capital assets,
and unrestricted amounts.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Board considers all highly liquid
debt instruments with original maturities of three months or less to be cash equivalents.

Marketable Securities

The Board categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on its
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted
prices in active markets for identical assets; Level 2 inputs are significant other
observable inputs, Level 3 inputs are significant unobservable inputs such as
management’s assumption of the default rate among underlying mortgages of a mortgage
backed security. :

Definition of Operating Versus Non-Operating Revenues

Operating revenues are considered to be all revenues directly related to the
provision of services. All other revenues are considered non-operating.

Note 2 — Deposits and Investments

The Board maintains cash balances, money market accounts and certificates of
deposit at several financial institutions in Raleigh, North Carolina. Certificates of deposit

16



STATE BOARD OF EXAMINERS OF ELECTRICAL CONTRACTORS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

Note 2 - continued
have a book and market value of $456,782 at June 30, 2022. Certificates of deposit have
varying interest rates and staggered maturities over the next year.

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that, in the
_event of a bank failure, the Board’s deposits may not be returned to it. The Board does
not have a formal deposit policy for custodial credit risk. As of June 30, 2022 there was
custodial credit risk on the Board’s bank deposits in the amount of $1,269,007.

Note 3 — Marketable Securities

Marketable securities are invested in mutual funds and bond funds and are
categorized as Level 1 investments with readily ascertainable market prices:

17

Unrealized = Market

Cost Gain (loss)  Value
Balance June 30, 2021 $308,529 $ 3,928 $312,457
Income reinvested 9,845 9,845
Cost of securities sold (317,292) (317,292)
Proceeds of Sale 301,918 301,918
Change in Value (24,747) (24,747)
June 30, 2022 $303.000 $(20.819) $282.181

During the years indicated the Board sold securities as follow:

June 30, June 30,

2022 2021
Sale proceeds $301,918 $105,434
Cost 317.292 100,000
Gain (loss) on sale $(15.374) $ 5434



STATE BOARD OF EXAMINERS OF ELECTRICAL CONTRACTORS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

" Note 4 — Pension Plans

Defined Contribution Plan

The Board and its employees along with seven other licensing boards, are
participants in the North Carolina Licensing Boards Retirement Plan, a 401(k) defined
contributions plan covering eligible employees. The plan requires a mandatory employee
contribution equal to 6% of each participant’s compensation. In addition, the employer is
required to make a contribution equal to 6% of each participant’s compensation for the
year. Employee contributions are fully vested at all times. Employees are eligible to

participate in the retirement plan on the date of employment. Vesting of employer
contributions begins at the completion of one year of service (20%) and increases an
additional 20% per year until reaching 100% vesting in year five. Normal retirement age
is deemed to be age 65. Benefits are distributed to participants pursuant to the election of
the plan participant.

For the years ended June 30, 2022 and 2021 the Board contributed $53,420 and
$48,432, respectively. There were no employer liabilities to the North Carolina Licensing

Boards Retirement Plan at June 30, 2022 or 2021.

Note 5 — Postemployment Benefits Other Than Pensions

General Information about the OPEB Plan

Plan Description. The Board has a defined benefit healthcare plan in place for retirees
who meet certain conditions. The plan provides lifetime healthcare insurance for eligible
retirees through the Board’s group health insurance plan which covers both active and
retired employees. Employees retiring on or after age sixty and having at least ten, but
less than twenty, years of Board service are eligible for health insurance provided by the
Board by paying 50% of the health insurance premium. Employees retiring on or after
age sixty and having completed twenty or more years of Board service are eligible for
health insurance paid entirely by the Board. Employees retiring after completion of thirty
years of service at any age are eligible for health insurance paid entirely by the Board.
When a retiree becomes eligible for Medicare, the Board will pay the cost of
supplemental insurance coverage based on the above criteria. Family members may be
covered at the retiree’s expense.

Funding Policy. The Board operates its healthcare plan on a “pay-as-you-go” basis. For
the year ended June 30, 2021, the Board paid benefits of $21,459 for healthcare coverage
for retirees. In 2022, total retiree benefits paid were $18,863. However, the Board has
segregated funds in specific accounts to be used to pay future post-employment benefits
other than pensions. Balances in those accounts totaled $369,115 and $365,115 on June
30,2022 and 2021 respectively.
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Note 5 - continued

Employees covered by benefit terms. At June 30, 2022 and 2021 the following number of
employees were covered by the plan:

June 30,
2022 2021
Retired Employees 4 4
Active Employees _10 10
14 _l4

Total OPEB Liability
The Board’s OPEB liability of $374,719 was measured as of June 30, 2022.

Actuarial assumptions and other inputs. The total OPEB liability at June 30, 2022 was
measured by the alternative measurement method using the following actuarial
assumptions and other inputs applied to all periods included in the measurement unless
otherwise specified:

Retirement age for active employees — The retirement age is assumed to be age 60 with
the requisite years of service unless employment has already continued beyond age 60 or
after 30 years of service is reached if not yet age 60.

Mortality — Life expectancies were based on mortality tables from the National Vital
Statistics Reports, Volume 68, number 4 published May 7, 2019. The United States Life
Tables for Males and for Females were used.

Turnover — Non-group-specific age-based turnover data maintained by the U.S. Office of
Personnel Management for the employee group covered by the Federal Employees
Retirement System were used as the basis for assigning active members a probability of
remaining employed until the assumed retirement age and for developing an expected
future working lifetime assumption for purposes of allocating to periods the present value
of total benefits to be paid.

Healthcare cost trend rate — The expected rate of increase in healthcare insurance
premiums was based on projections of the Office of the Actuary at the Centers for
Medicare & Medicaid Services. Rates ranged from 3.4% to 9.4% from 2010 to 2020 and
beyond.

Health insurance premiums — 2022 health insurance premiums for active and retired
employees were used as the basis for calculation of the present value of total benefits to
be paid.
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Note 5 - continued

Discount Rate - Based on the yield of 3.14% for 20 year general obligation tax exempt
bonds with a rating of AA/Aa or higher as noted on munibondadvisor.com. In addition,
the unit credit cost method was used for actuarial calculations because payroll is not a
factor in determining benefits.

Changes in Total OPEB Liability

June 30,
2022 2021

Beginning balance $347.,898 $349.141
Changes for the Year:

Service cost 40,989 40,203

Interest 10,924 7,472

Difference in expected and actual

experience 1,886 (979)

Benefit payments (18,863) (21,459)

Changes in assumptions (_8.115) (26.480)

Net changes 26,821 (1,243)

Ending balance $374.719 $347,898

The differences in expected and actual experience and changes in assumptions for June
30, 2021 have been reflected in the statement of net position as deferred inflows of
resources from OPEB to be amortized over the average remaining service lives of
employees (page 18).

Sensitivity of the total OPEB liability to changes in the discount rate. The following
presents the total OPEB liability of the Board as well as what the Board’s total OPEB
liability would be if it were calculated using a discount rate that is 1-percentage-point

lower (2.14 percent) or 1-percentage-point higher (4.14 percent) than the current discount
rate:

1% Decrease  Discount Rate 1% Increase

(2.14%) (3.14%) (4.14%)
Total OPEB Liability $426,254 $393,582 $365,213

Sensitivity of the total OPEB liability to changes in the healthcare cost trend rates- The
following presents the total OPEB liability of the Board, as well as what the Board’s total
OPEB liability would be if it were calculated using healthcare cost trend rates that are 1-
percentage-point lower (2.4 to 8.4) or 1-percentage-point higher (4.4 to 10.4)
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Note 5 - continued

Healthcare Cost
1% Decrease Trend Rates 1% Increase

(2.4% - 8.4%) (3.4% - 9.4%) (4.4% - 10.4%)

Total OPEB Liability $364,092 $393,582 $427,037

Schedule of Deferred Inflows and Outflows of Resources - Net

Year Ending
June 30 Amount
2023 $ 6,436
2024 6,436
2025 6,436
2026 6,436
2027 6,436
Thereafter 21,727

$ 53,907

Note 6 — Net Position

The Board has adopted the following policies in order to assure that all expenses of the
Board for the current fiscal year be fully provided for:

a)

b)

In an effort to provide resources to replace existing fixed assets, the Board
assigns funds equal to a calculated amount of the annual depreciation. This
reserve is cumulative (currently $350,606) and is reduced by the purchase of
replacement assets. In response to GASB 51, agencies and component units
of the State of North Carolina will follow new capitalization thresholds for
intangible assets, including internally generated computer software, effective
July 1, 2009. Because the threshold becomes $1,000,000 in the future and
major upgrades to software have been completed, it is highly unlikely that
resources will be called upon to replace computer software that would amount
to more than $1,000,000 or to replace office upfitting for its existing facilities.
Reserves of net position for prepaid expenses. At June 30, 2022, net position
reserved for prepaid expenses consists principally of insurance and office rent.
During the fiscal year ended June 30, 1999, the Board approved establishing a
reserve of $2,000 per year for retiree health and hospitalization insurance. For
June 30, 2012, the reserve was increased by $4,000 to $32,000. However,
Government Accounting Standards Board (GASB) Statement 75, Accounting
and Financial Reporting for Postemployment Benefits Other than Pensions,
has become effective. GASB Statement 75 requires that the annual required
contribution, as actuarially calculated, be recorded in the statement of
revenues, expenses and changes in net position and any corresponding other
postemployment benefit (OPEB) liability be recognized on the statement of
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Note 6 - continued
net position, minus any benefits paid out. Accordingly, the retiree health
insurance reserve does not measure the obligation for future benefits, but does
recognize that future benefits must be provided.

Unrestricted net position is summarized as follows:

June 30,
2022 2021
Designated
Replacement of capital assets $350,606 $320,820
Prepaid expenses 42,566 40,517
Retiree insurance 32,000 32,000
- 425,172 393,337
Unrestricted 469,745 318,973

$894.917 $712,310

Note 7 — Amount Due Engineering Foundation, Inc.

Chapter 87, Article 45 of the North Carolina General Statutes provides that the Board
shall retain no more than 20% of the prior year’s gross receipts after providing for all
expenses of the Board for the period. Excess funds shall be forwarded to the North
Carolina Engineering Foundation, Inc. for the benefit of the Electrical Engineering
Department of the Greater University of North Carolina.

The Board has obtained a legal interpretation of what the language in the statute means
with regard to how the amount due the Engineering Foundation is to be calculated this
year and in future years.

For June 30, 2022 the amount due to the Engineering Foundation, Inc. is calculated as
follows:

Change in Net Position § 82342
Less:

Gross Receipts 1,943,947

Percent to Retain X 20%

388,789

Amount Due Engineering Foundation, Inc. $ 0
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Note 8 — Noncurrent Assets

Capital Assets

Changes in capital assets for the year ended June 30, 2022 were as follows:

ASSETS
June 30, June 30,
2021 Additions  Retirements 2022
Furniture and equipment  $ 256,019 $ 1,394 - $ 257,413
Vehicles 155,399 - - 155,399
$ 411,418 $ 1,394 - $ 412.812
ACCUMULATED DEPRECIATION
June 30, Depreciation June 30,
2021 Expense Retirements 2022
Furniture and equipment  $ 236,384 $ 10,386 - $ 246,770
Vehicles 103,261 20,795 - 124,056
$ 339,645 $31,181 - $ 370,826
Capital Assets
Net of depreciation § 71773 $ 41986
Right to Use Lease Assets
ASSETS
June 30, June 30,
2021 Additions Retirements 2022
Office space $ 205,924 - - $ 205,924
Furniture and Equipment 18,116 - - 18.116
$ 224,040 - - $ 224,040
ACCUMULATED AMORTIZATION
June 30, Amortization June 30,
2021 Expense Retirements 2022
Office space $ 65,028 $ 65,029 - $ 130,057
Furniture and Equipment 5.449 5.449 - 10,898
$ 70477 $ 70,478 - $ 140,955
Right to Use Assets
Net of amortization $ 153,563 $ 83.085
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Note 9 — Lease Liability

The Board leases a copier and a postage meter in addition to its office space.

The office lease commenced September 1, 2018 and expires August 31, 2023. Rents
reflect a 3% annual increase over the lease period and are due on the first of each month.
The lease liability is measured at a discount rate of 3.14% which is deemed to be the
Board’s incremental borrowing rate. As a result of this lease, the Board has recorded a
right to use asset at $205,924

The copier lease commenced July 1, 2018 and expires in 63 months. Rent is due monthly

on the first of each month at $429. The discount rate used to measure the lease liability is
3.14%

The postage meter lease began July 1, 2016 and terminates June 30, 2023. Rents are
$189 per quarter. The discount rate used to measure the lease liability is 3.14%

As aresult of the above equipment leases, the Board has recorded a combined right to use
asset at $18,116,

The future minimum lease payment schedule is as follow:

Year Reduction
Ending Rent Interest of Lease
June 30, Payment Expense Liability Liability
BEGINNING S 224,040
2021 S 72,472 S 5,902 S 66,570 157,470
2022 74,036 3,948 70,088 87,382
2023 76,080 1,686 74,394 12,988
2024 13,040 52 12,988 -

S 235,628 S 11,588 $ 224,040

At June 30, 2022 the current portion of the lease liability is $74,394
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Note 10 — Accrued Vacation

Accrued vacation is summarized for June 30, 2022 as follows:

June 30, June 30,
2021 Additions Usage 2022
Accrued vacation liability $74,558 $17,040 $28,853  $62,745

The current portion of accrued vacation at June 30, 2022 is estimated at $28,853.

Note 11 —~ Subsequent Events

Management has evaluated subsequent events through September 16, 2022, the date the
financial statements were available to be issued.

Note 12 — North Carolina Legislative Statutory Disclosure Requirement Concerning
Audit Fees

This audit required 66 audit hours at a cost of $11,000.
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SCHEDULE OF CHANGE IN THE BOARD'S OPEB LIABILITY
Last 5 Years Ended June 30,

2022 2021 2020 2019 2018 2017

Total OPEB Liability
Service cost $ 40,989 $ 40,203 $ 19,208 $ 15,634 $ 39447 $ 39,590
Interest 10,924 7,472 11,224 10,822 7,990 6,736
Changes in assumptions (8,115) (26,480) - (28,963) - -
Difference in expcted and actual experience 1,886 (979) 11,289 (40,582) (40,704) (7,050)
Benefit Payments (18,863) (21,459) (14,177) (8,786) (9,570) (4,503)
Net Change in OPEB Liability 26,821 (1,243) 27,544 (51,875) (2,837) 34,773
Total OPEB Liability

Beginning 347,898 349,141 321,597 373472 376,309 341,536

Ending $374,719 $347,898 $349,141 $321,597 $ 373472 $ 376,309

Notes to schedule;

No OPEB liability is presented for years earlier than 2017 because the liability was not determined
in accordance with GASB 75.
The OPEB liability was calculated using the alternative measurement method for employers plans
that cover less than 100 active and retired employees.
No OPEB liability as a percentage of covered employer payroll is presented because payroll is not
a factor in measuring the OPEB liability.
No net OPEB liability is presented because the Board’s OPEB plan is not administered through a
trust as noted in GASB No. 75 paragraph 4 in which:
a) Contributions from the employer to the plan and earnings on those contributions are irrevocable
b) Plan assets arc dedicated to providing OPEB to plan members
¢) OPEB plan assets are legally protected from the employer’s creditors and the plan administrator,
as well as from creditors of plan members.
The discount rate was adjusted to 3.14% (from 2.14%) to reflect current yields on 20 year general
obligation tax exempt bonds with a rating of AA/Aa or higher.
Changes in assumptions and differences in expected and actual experience are amortizable over the
average remaining service lives of active employees.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

State Board of Examiners of Electrical Contractors
Raleigh, North Carolina

We have audited in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in the Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
State Board of Examiners of Electrical Contractors (Board) as of and for the years ended June 30,
2022 and June 30, 2021 and the related notes to the financial statements and have issued our report
thereon dated October 14, 2022 and September 7, 2021.

Internal Control over Financial Reporting

In planning and performing our audits of the financial statements, we considered thé Board’s
internal control over financial reporting to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Board’s internal control. Accordingly,
we do not express an opinion on the effectiveness of the Board’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies, and therefore material weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Board’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

GARRETT, DODD & ASSOCIATES, LTD.

%MWL/(QW £ 4%%@9} L

Durham, North Carolina
October 14,2022
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October 14,2022

Board of Directors
State Board of Examiners of Electrical Contractors

We have audited the financial statements of the State Board of Examiners of Electrical Contractors

(Board) for the year ended June 30, 2022. Professional standards require that we provide you with

information about our responsibilities under generally accepted auditing standards and Government
Auditing Standards, as well as certain information related to the planned scope and timing of our

audit. Professional standards require that we communicate to you the following information related
to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the State Board of Examiners of Electrical Contractors are
described in Note 1 to the financial statements. As described in Notes 8 and 9, the Board changed
accounting policies related to leases by adopting Statement of Governmental Accounting Standards
(GASB) Statement No. 87 — Leases in the year ended June 30, 2022. Accordingly, the accounting
change has been retrospectively applied to prior periods presented as if the policy had always been
used. We noted no transactions entered into by the governmental unit during the year for which
there is a lack of authoritative guidance or consensus. All significant transactions have been
recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimates affecting
the Board’s financial statements were:

Management’s estimate of the depreciable lives of capital assets (i.e. equipment and
vehicles). We evaluated the key factors and assumptions used to develop the useful lives
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Management’s estimate of its incremental borrowing rate for use in present valuing right of
use lease assets. We believe the rate is reasonable and its calculations are appropriate.

Management’s estimate of its other postemployment benefits (OPEB). We evaluated the

key assumptions used in calculating the annual required contribution, and its total OBEP

liability and believe they were reasonable in relation to the financial statements taken as a
whole.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.’

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level of
management. Management has corrected all such misstatements. In addition, none of the
misstatements detected as a result of audit procedures and corrected by management were material,
either individually or in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that
could be significant to the financial statements or the auditor’s report. We are pleased to report that
no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated October 14, 2022.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation -
involves application of an accounting principle to the governmental unit’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
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consultant has all the relevant facts. To our’knowledge, there were no such consultations with other
accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the governmental unit’s
auditors. However, these discussions occurred in the normal course of our professional relationship
and our responses were not a condition to our retention. '

Other Maiters

Accounting principles generally accepted in the United States of America require that certain
disclosures concerning other postemployment benefits be presented as required supplementary
information (see page 24) to 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. The required supplementary
information has been subjected to the auditing procedures applied in the audit of the financial
statements and we have applied certain limited procedures, 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 basic financial statements.

This information is intended solely for the use of the Board of Directors and management of the
State Board of Examiners of Electrical Contractors and is not intended to be and should not be used
by anyone other than these specified parties.

GARRETT, DODD & ASSOCIATES, LTD.

ﬁwé/ogﬂ‘?(/; ﬂﬁ%ﬁ/ﬁj} YA

Durham, North Carolina
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Board of Directors

State Board of Examiners of Electrical Contractors

In planning and performing our audits of the financial statements of the State Board of Examiners
of Electrical Contractors as of and for the year ended June 30, 2022, in accordance with anditing
standards generally accepted in the United States of America, we considered the State Board of
Examiners of Electrical Contractors’ internal control over financial reporting (internal control) as a
basis for designing audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the State Board of Examiners of Electrical Contractors’ internal

control. Accordingly, we do not express an opinion on the effectiveness of the Board’s internal
control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be material

weaknesses or significant deficiencies, and therefore material weaknesses or significant deficiencies
may exist that were not identified ‘

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and

corrected on a timely basis. We did not identify any deficiencies in internal control that we consider
to be material weaknesses.

This communication is intended solely for the information and use of management, and the Board
of Directors of the State Board of Examiners of Electrical Contractors, and is not intended to be and
should not be used by anyone other than these specified parties.

Lernitl, Db & rscess

Garrett, Dodd & Associates, Ltd.
Durham, North Carolina
October 14, 2022



