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NORTH CAROLINA VETERINARY MEDICAL BOARD 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

ThIS sectlOn of the Board's financial report represents Management's analysis of the Board's financial 
performance during the years ending June 30, 2007 and 2006. Please read it in conjunction with the financIal 
statements which follow this section. 

Financial Highlights 

During 2007, the Board's net assets increased by $43,026, or 5.2%, due primarily to annually recurnng 
revenues In excess of expenses. During 2006, the Board's net assets increased by $65,787, or 8.6%, due 
pnmarily to annually recurring revenues in excess of expenses. 

Dunng 2007, the operating revenues of the Board Increased by $77,286, or 11.1 %, due pnmarily to an 
increase in license fees revenue. During 2006, the operating revenues of the Board increased by $37,592, 
or 5.7%, due primanly to an increase in license and examination fees revenue. 

During 2007, the non-operating revenues of the Board Increased by $8,636, or 58.8%, due to an increase In 
cash on hand and an increase in interest rates. During 2006, the non-operating revenues of the Board 
increased by $7,949, or 117.8%, due to an increase in cash on hand and an increase in interest rates. 

During 2007, the operatIng expenses of the Board decreased by $108,683, or 16.9%, due primarily to an 
increase in legal fees. During 2006, the operating expenses of the Board decreased by $2,323, or .3%, due 
primarily to a decrease in board members expenses. 

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 statements 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 similar 
to those used by private sector companies. These statements offer short and long-term financial information 
about the activities of the Board. 

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

The Statements of Revenues, Expenses, and Changes in Net Assets present information on how the Board's 
assets changed as a result of its operations. 

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



NORTH CAROLINA VETERINARY MEDICAL BOARD 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

Condensed Financial Information 

The following presents condensed financial information on the operations of the Board: 

Current assets 

Capital assets 

Total assets 

Current Year 
as of and for 

the year ended 
June 30, 2007 

$ 548,344 

693,795 

$ 1,242,139 

Current Year 
as of and for 

the year ended 
June 30, 2006 

$ 462,161 

690,085 

$ 1,152,246 

Current liabilities 

Long-tenn liabilities 

Total liabilities 

$ 336,375 

32,366 

$ 368,741 

$ 294,622 

27,252 

$ 321,874 

Invested In capital assets 

Unrestricted 

Total net assets 

$ 693,795 

179,603 

$ 873,398 

$ 690,085 

140,287 

$ 830,372 

Operating revenues 

Operating expenses 

Operating income 

Non-operating revenues 

Change in net assets 

$ 772,344 

752,65 J) 

19,693 

23,333 

$ 43,026 

$ 695,058 

643,968) 

51,090 

14,697 

$ 65,787 

Events Affecting Future Operations 

The Board has indicated it has no significant events affecting future operations which are reportable pursuant 
to GASB 34. 

Contacting the Board's Management 

This financia I report is designed to provide a genera I overview of the Board's finances and to demonstrate 
the Board's accountability for the money it receives. If you have any questions about this report or need 
additional information, contact: North Carolina Veterinary Medical Board, PO Box 37549, Raleigh, NC 
27627. 
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Shelton L. Hawley, CPA, PA 
Certified Public Accountant 

Suite B J Telephone (919) 639-4825 
800 N. Raleigh SI Facsimile: (919) 639-3102 
PO 1545 
Angier, North Carolina 27501-1545 

INDEPENDENT AUDITOR'S REPORT 

Members of the Board 
North Carolina Veterinary Medical Board 
Raleigh, North Carolina 

] have audited the accompanying financial statements as listed in the table of contents of the North 
Carolina Veterinary Medical Board (the "Board"), an agency of the State of North Carolina, as of 
June 30, 2007 and 2006, and for the years then ended. These financial statements are the 
responsibility of the Board's management. My responsibility is to express an opinion on these 
financial statements based on my audits. 

I conducted our audits in accordance with auditing standards generally accepted in the United States 
ofAmerica. Those standards require that I plan and perfonn the audits to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and signi ficant estimates 
made by management, as well as evaluating the overall financial statement presentation. I believe 
that my audits provide a reasonable basis for my opinion. 

In my opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position ofthe North Carolina Veterinary Medical Board as ofJune 30, 2007 and 2006, and 
the results of its operations, changes in financial position, and cash flows for the years then ended 
in confonnity with accounting principles generally accepted in the United States of America. 

Management's Discussion and Analysis is not a required part of the financial statements but is 
supplementary infonnation required by the Governmental Accounting Standards Board. ] have 
applied certain limited procedures, which consisted principallyofinquiries ofmanagement regarding 
the methods ofmeasurement and presentation ofthe required supplementary infonnation. However, 
] did not audit this infonnation and express no opinion thereon. 

October 10, 2007 
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NORTH CAROLINA VETERINARY MEDICAL BOARD 
STATEMENTS OF NET ASSETS 
JUNE 30, 2007 AND 2006 

June 30, 2007 

Proprietary-
Enterprise 

Fund 

ASSETS 

Current assets: 

Cash and cash equivalents (Note 2) $ 446,716 

Investments (Note 2) 100,000 

Accrued interest receivable 1,628 

Total current assets 548,344 

Property and equipment (Note I): 

Land and office building $ 645,400 

Furniture and office equipment 48,395 

Total property and equipment - net of depreciation 693,795 

TOTAL ASSETS $ 1,242,139 

LIABILITIES AND NET ASSETS 

Current liabilities: 

Accounts payable $ 25,408 

Due to other state agencies 271 

Accrued vacation - current portion (Note) ) 4,836 

Deferred revenue (Note 3) 305,860 

Total current liabilities 336,375 

Long-tenn debt: 

Accrued vacation - long-tenn portion (Note I) 32,366 

Total long-tenn debt 32,366 

TOTAL LIABILITIES 368,741 

NET ASSETS (NOTE 4) 

Invested in capital assets - net of related debt 693,795 

Unrestricted net assets 179,603 

TOTAL NET ASSETS 873,398 

TOTAL LIABILITIES AND NET ASSETS $ 1,242,139 

$ 

$ 

$ 

$ 

$ 

June 30,2006 

Proprietary-
Enterprise 

Fund 

360,997 

100,000 

1,164 

462,161 

658,819 

31,266 

690,085 

I, I52,246 

20,833 

366 

3,368 

270,055 

294,622 

27,252 

27,252 

321,874 

690,085 

140,287 

830,372 

1,152,246 

See notes to financial statements. 
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NORTH CAROLINA VETERINARY MEDICAL BOARD 
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 
YEARS ENDED JUNE 30, 2007 AND 2006 

OPERATING REVENUES: 

License and renewal fees (including late fees) 

Examination fees 

Hospital inspection fees 

Reinstatement fees 

Temporary pennits 

Service verifications 

Corporate registration and application fees 

Recovery of costs awarded 

Miscellaneous income 

Total operating revenues 

$ 

$ 

2007 

Proprietary-
Enterprise 

Fund 

597,850 

119,205 

41,550 

725 

1,750 

2,790 

4,300 

200 

3,974 

772,344 

$ 

$ 

2006 

Proprietary-
Enterprise 

Fund 

538,645 

102,725 

42,150 

700 

1,150 

2,330 

2,600 

4,758 

695,058 

OPERATING EXPENSES: 

Salaries - staff (including accumulated leave) 

Salaries· inspections (including accumulated leave) 

Salaries - investigations (including accumulated leave) 

Payroll taxes 

Retirement contributions (Note 5) 

Employee insurance 

Board members and meeting expenses (including hearing expenses) 

Travel - staff 

Travel - investigations 

Travel - hospital inspections 

Investigation expenses 

Telephone 

Building operating expenses 

Deprec iation 

Examination expenses 

Impairment fund expenses 

$ 132,720 

30,455 

48,191 

16,169 

8,796 

12,739 

23,512 

1,224 

23,571 

16,602 

195 

6,410 

15,075 

24,392 

60,903 

67,500 

$ 137,814 

29,422 

49,364 

16,570 

9,452 

14,559 

16,072 

532 

20,885 

15,679 

344 

6,295 

13,767 

22,212 

53,638 

71,250 
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NORTH CAROLINA VETERINARY MEDICAL BOARD 
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 
YEARS ENDED JUNE 30, 2007 AND 2006 

OPERATING EXPENSES (CONTINUED): 

Office equipment rental and maintenance expenses 

Office and computer supplies 

Printing 

Postage and shipping 

Insurance and bonding 

Dues and subscriptions 

Legal, audit, and other professional fees 

Miscellaneous expenses 

Total operating expenses 

Operating income 

NON-OPERATfNG REVENUES (EXPENSES): 

Gain (loss) on disposition of capital assets 

Interest income 

Total non-operating revenues 

Change in net assets 

Net assets - beginning of year 

Net assets - end of year 

2007 

Proprietary-
Enterprise 

Fund 

2006 

Proprietary-
Enterprise 

Fund 

$ 

3,877 

7,009 

8,199 

10,337 

12,549 

500 

220,945 

781 

752,65 I $ 

2,427 

8,559 

4,249 

8,708 

13,931 

500 

127,419 

320 

643,968 

$ 19,693 $ 51,090 

$ 

$ 

14 

23,319 

23,333 

$ 

$ 

36 

14,661 

14,697 

$ 43,026 $ 65,787 

830,372 764,585 

$ 873,398 $ 830,372 

See notes to financial statements. 
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NORTH CAROLINA VETERlNARY MEDICAL BOARD 
STATEMENTS OF CASH FLOWS 
YEARS ENDED JUNE 30, 2007 AND 2006 

Cash /lows from operating activities: 

Cash received from fees and other income 

Cash payments to employees for services (including benefits) 

Cash payments for operating expenses 

Net cash provided by operating activities 

2007 
Proprietary-
Enterprise 

Fund 

$ 808,149 

242,488) 

474,709) 

$ 90,952 

$ 

$ 

2006 

Proprietary-
Enterprise 

Fund 

694,538 

250,933) 

372,548) 

71,057 

Cash /lows from investing activities: 

Transfer of certificate(s) of deposit to (from) operating account 

Interest on investments 

Net cash provided by investing activities 

$ 

22,855 

$ 22,855 

$ 

$ 

75,000) 

14,080 

60,920) 

Cash /lows from capital and related financing activities: 

Proceeds from disposition of capital assets 

Acquisition and construction of capital assets 

Net cash used in capital and related financing activities 

$ 14 

28,102) 

$ 28,088) 

$ 

$ 

56 

11,172) 

) I, I) 6) 

Net increase (decrease) in cash $ 85,719 $ 979) 

Cash - begiTUling of year 360,997 361,976 

Cash - end of year $ 446,716 $ 360,997 



NORTH CAROLINA VETERINARY MEDICAL BOARD 
STATEMENTS OF CASH FLOWS 
YEARS ENDED JUNE 30, 2007 AND 2006 

2007 

Proprietary
Enterprise 

Fund 

2006 

Proprietary
Enterprise 

Fund 

Reconciliation of operating income 

to net cash provided by operating activities: 

Operating income $ 19,693 $ 51,090 

Adjustments to reconcile operating income 

to net cash provided by operating activities: 

Depreciation 

Changes in assets and liabilities: 

Accounts payable 

Deferred revenue 

Other accrued liabilities 

Total adjustments 

$ 

$ 

24,392 

4,480 

35,805 

6,582 

71,259 

$ 

$ 

22,212 

7,973) 

520) 

6,248 

19,967 

Net cash provided by operating activities $ 90,952 $ 71,057 

See notes to financial statements. 



NORTH CAROLINA VETERlNARY MEDICAL BOARD 
NOTES TO FINANCIAL STATEMENTS 
YEARS ENDED JUNE 30, 2007 AND 2006 

Note I Nature of Activities and Significant Accounting Policies 

Description of Organization 

The North Carolina Veterinary Medical Board (the "Board") is an independent State agency. It is an 
occupational licensing board and is authorized by Chapter 90 of the North Carolina General Statutes. The 
Board is composed of eight members who are appointed by the Govemor, the General Assembly and the 
Commissioner of Agriculture of the State of North Carolina. 

The Board is established to maintain minimum standards for services provided by veterinarians. 

The Board's operations are financed wIth self-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 Govemmental Accounting Standards Board 
(GASB) is the accepted standard setting body for establishing govemmental accounting principles and 
reporting standards. The Board applied all applicable Financial Accounting Standards Board (FASB) 
pronouncements issued after November 30, 1989. 

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 goveming 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. 

Reporting Entity 

GASB Codification Section 2100 has defined the govemmental reporting entity to be the State of North 
Carolina because the State exercises oversight responsibility in that the Govemor, the General Assembly and 
the Commissioner of Agriculture of the State of North Carolina appoint the Board members, and public 
service is rendered within the State's boundaries. The accompanying financial statements present only the 
activity of the North Carolina Veterinary Medical Board. 

Basis of Accounting 

In accordance with Sialemeni of Governmenlal Accounling Standards 34, the Board herewith presents 
Statements of Net Assets, Statements of Revenues, Expenses, and Changes in Net Assets; and Statements 
of Cash Flows. These statements reflect entity-wide operations of the Board. The Board has no fiduciary 
funds or component units. 



NORTH CAROLINA VETERINARY MEDICAL BOARD 
NOTES TO FINANCIAL STATEMENTS 
YEARS ENDED JUNE 30, 2007 AND 2006 

Note I - Nature of Activities and Significant Accounting Policies (Continued) 

The Statements of Revenues, Expenses, and Changes in Net Assets demonstrate the degree to whIch the 
direct expenses of the Board are offset by examination and license fees 

The financial statements report all actIvities of the North Carolina Veterinary Medical Board using the 
current financial resource measurement focus and the full accrual basis of accounting. Revenues are 
recognized in the accounting period in which they are earned and become measurable. Expenses are 
recognized when incurred, if measurable. 

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 examination and license fees. 
Non-operating revenues and expenses consist of those revenues and expenses that are related to Investing 
activities and are classified as non-operating In the financial statements. 

Cash and Cash Equivalents, and Investments 

These classifications include undeposited receipts, petty cash, checking accounts and time deposits held by 
the Board. Certificates of deposits are considered investments for Statements of Net Assets presentation. 

Property and Equipment 

Property and equipment are stated at cost and are being depreciated over their useful lives on a straight-hne 
basis. Summaries follow: 

Cost Cost Accumulated Net 

06-30-06 Acquisitions Disposals 06-30-07 Depreciation Amount 

Land and Building $ 686,776 $ $ $ 686,776 $ 41,376 $ 645,400 

Furnilure/Equipment 112,256 28,102 773 139,585 91,\90 48,395 

$ 799,032 S 28,102 $ 773 $ 826,361 $ 132,566 S 693,795 

COSI Cost Accumulated Net 

06-30-05 Acquisilions Disposals 06-30-06 Depreclalion Amount 

Land and Building $ 686.776 $ $ $ 686,776 $ 27,957 S 658,819 

Fum iture/Eq uipment 106,420 11,172 5,336 112,256 80,990 31,266 

$ 793,196 $ 11,172 $ 5,336 $ 799,032 $ 108,947 $ 690,085 

When an asset is disposed of, the cost of the asset and the related accumulated depreciation are removed from 
the books. Any gain or loss on disposition is reflected in earnings for the period. 
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NORTH CAROLINA VETERINARY MEDICAL BOARD 
NOTES TO FINANCIAL STATEMENTS 
YEARS ENDED JUNE 30, 2007 AND 2006 

Note I - Nature of ActivIties and Significant Accounting Policies (Continued) 

Vacation and Sick Leave 

The vacation policy of the Board provides for the accumulation of vacation leave with such leave being fully 
vested when earned. Accumulated earned vacation payable at June 30, 2007 and 2006, consisted of the 
following: 

Current p0l1ion 

Long-term pan ion 

Total 

$ 

$ 

June 30, 2007 

4,836 

32,366 

37,202 

$ 

$ 

June 30, 2006 

3,368 

27,252 

30,620 

The Board's sick leave policy provides for an unlimited accumulation ofearned sick leave. Since the Board 
has no obligation for the accumulated sick leave until it is actually taken, no accrual for sick leave has been 
made. The unrecorded contingent liability for sick leave accumulated is $61,882 at June 30, 2007 and 
$56,054 at June 30, 2006. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles in the 
United States of America requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures. Accordingly, actual results could differ from those estimates. 

Note 2 - Deposits and Investments 

Deposits 

All of the Board's deposits which are uninsured are uncollateralized by the financial institution holding said 
deposits. For deposits, custodial credit risk is the risk that in the event of the failure of the depository (or 
counterparty), the Board will not be able to recover the value of its deposits that are in the possession of the 
outside party. The Board does not have policies regarding custodial credit risk for deposits. 

At June 30, 2007, the Board's deposits had a carrying amount of $546,716 and a bank balance of $574, 171. 
Of the bank balance, $124,811 was covered by federal depository insurance, and $449,360 was umnsured 
and unco1JateraJized. A certificate of deposit in the amount of $1 00,000 is considered a time deposit for this 
disclosure and is classlfied as an investment on the Statements of Net Assets. At June 30, 2006, the Board's 
deposits had a carrying amount of$460,997 and a bank balance of$472,222. Of the bank balance, $100,017 
was covered by federal depository insurance, and $372,205 was uninsured and uncollatera1ized. A certificate 
of deposit in the amount of $] 00,000 is considered a time deposit for thIS disclosure and is classified as an 
investment on the Statements of Net Assets. 
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NORTH CAROLINA VETERINARY MEDICAL BOARD 
NOTES TO FINANCIAL STATEMENTS 
YEARS ENDED JUNE 30, 2007 AND 2006 

Note 2 - Deposits and Investments (Continued) 

Investments 

At June 30, 2007 and 2006, the Board had the following investments and maturities. 

June 30,2007 June 30, 2006 

Investment Type Fair Value 6-12 Months Fair Value 6-12 Months 

Certificate of Deposit $ 100,000 $ 100,000 $ ]00,000 $ 100,000 

Total $ 100,000 $ 100,000 $ 100,000 $ 100,000=============== 
Interest rate risk - As a means of limiting its exposure to fair value losses arising from rising interest rates, 
the Board limits its investment in certificates of deposits to maturities of no more than J 2 months. 

Credit risk - State law limits the investments of the Board to certain types of investments, however the 
Board's present policy for managing credit risk is to limit its investments to certificates of deposits. 

Custodial credit risk - For an investment, custodial credit risk is the risk that in the event of the failure 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 does not have polices regarding custodial credit risk for 
investmen ts. 

Concentration of credit risk - The Board places no limit on the amount that it may invest in anyone issuer. 
All of the Board's deposits and investments are with one financial instItution. 

Note 3 - Deferred Revenue 

The Board's fees are assessed and collected on both an annual and a biennial basis, some ofwhich correspond 
with the Board's accounting period and some of which correspond with the calendar year. License renewal 
fees received in the latter part of the fiscal year are deferred and recognized as revenue over the periods to 
which they relate. 
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NORTH CAROLINA VETERlNARY MEDICAL BOARD 
NOTES TO FINANCIAL STATEMENTS 
YEARS ENDED JUNE 30, 2007 AND 2006 

Note 4 - Net Assets 

Invested In capital assets - This component of net assets consists of capital assets, net of accumulated 
depreciation and reduced by the outstanding balances of any loan proceeds that are attributable to the 
acquisition, construction, or improvement of those capital assets. 

Restricted net assets - expendable - This component of net assets consists of net assets which the Board is 
legally or contractually obligated to spend in accordance with restrictions imposed by external parties. The 
Board had no restricted net assets at year end. 

Unrestricted net assets - This component of net assets consists of net assets that do not meet the definition 
of restricled or invesled in capilat assets. 

Note 5 - Pension Plan and PostempJoyment Benefits other Than Pensions 

Simplified Employee Pension Plan 

On Apnl 14, 1997, the Board entered into a Simplified Employee Pension plan agreement on behalf of 
employees of the Board. The Board's payroll for employees covered by the plan for the year ended June 30, 
2007 was $175,920; the Board's total payroll was $211,366. The Board's covered payroll for the year ended 
June 30, 2006 was $189,040; total payroll was $216,600. The Board's covered payroll for the year ended 
June 30, 2005 was $197,040 ; total payroll was 207,406. The Board's pension contribution amounted to 
$8,796 for 2007, $9,452 for 2006 and $9,852 for 2005. The Board assumes no liability for retiree benefits 
provided by this program other than its required contributions. The Board has no postemployment benefits 
other than pensions. 

Note 6 - Risk Management 

The Board is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. These exposures to loss are handled by 
participation in state-administered risk programs and self retention ofcertain risks. Additionally, the Board 
protects itself from exposure to loss through the purchase of commercial insurance coverage. 

Note 7 - Contingencies 

The Board is involved in a number of disciplinary hearings throughout the year which arise in the ordinary 
course of its operations. In 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. 
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