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FINLEY&COOK

CERTIFIEED PUBLILC ACOCOQUNTARTS

Board of Directors
Oktahoma Accountancy Board

We have audited the accompanying financial statements of the governmental activities and the
general fund of the Oklahoma Accountancy Board (OAB), a part of the primary government of
the State of Oklahoma, as of and for the years ended June 30, 2008 and 2007, which collectively
comprise the OAB’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the OAB’s management. 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 and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Compiroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit 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 the significant estimates made by
management, as well as evaluating the overall financial statement presentations. We believe that
our audits provide a reasonable basis for our opinions.

As discussed in Note 1, the financial statements of the OAB are intended to present the financial
position and the changes in financial position of only that portion of the governmental activities
and each major fund of the State of Oklahoma that is attributable to the transactions of the OAB.
They do not purport to, and do not, present fairly the financial position of the State of Oklahoma
as of June 30, 2008 and 2007, and the changes in its financial position or, where applicable, its
cash flows for the years then ended in conformity with accounting principles generally accepted
in the United States.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and the general fund of the OAB,
as of June 30, 2008 and 2007, and the respective changes in financial position thereof for the
years then ended in conformity with accounting principles generally accepted in the United
States.

{Continued)
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\DENT AUDITO

Management’s Discussion and Analysis and the Budgetary Comparison Schedules as listed in
the table of contents are not a required part of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit this information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report, dated
December 16, 2008, on our consideration of the OAB’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 that report 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.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

/[ : % St L C
Shawnee, Oklahoma

December 16, 2008

I
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MANAGEMENT’S DISCUSSION AND ANALYSIS SUMMARY

The management of the Oklahoma Accountancy Board (OAR) is pleased to provide this annual financial
report to the citizens of the state of Oklahoma and other report nsers to demonstrate its accountability and
communicate the OAB financial condition and activities as of and for the fiscal years ended
June 30, 2008 and 2007. Management of the QAR is responsible for the fair presentation of this annual
report, for maintaining appropriate internal controls over financial reporting, and for complying with
applicable laws, regulations, and provisions of grants and confracts.

Financial Highliohts

For the years ended June 30, 2008 and 2007, the following financial results are considered noteworthy by
management:

For the year ended June 30, 2008, the OAB’s total net assets increased by $536,787, or 32%,
from the prior year. This compares to an increase of $350,739, or 26.4%, for the year ended June
30, 2007.

For the year ended June 30, 2008, OAB program revenues increased by $138,724, or 10.4%, over
the prior year, while total expenses decreased by approximately $36,647, or 4.1%, The increase
in revenues for 2008 is a result of an increase in the number of individual and firm permits and
registrations as well as an increase in the number of exams given.

For the year ended June 30, 2008, OAB accounts receivable increased by $132,750, or 177%
from the prior year. This compares to an increase of $150, or 25%, for the year ended June 30,
2007. For the year ended June 30, 2008, OAB deferred revenue decreased by $480,675, or 54.5%
from the prior year. This compares to an increase of $44,075, or 5.3%, for the year ended Fane
30, 2007, The increase in accounts receivable and the decrease in deferred revenue for 2008 are
due the Board’s decision to postpone registration deadlines by one month due to technical
difficulties with the online registration system.

For the year ended June 30, 2008, OAB fund balance reserved for encumbrances increased by
$272,400, or 268% from the prior year. This compares to an increase of $22,358, or 28%, for the
year ended June 30, 2007. The increase in fund balances reserved for encumbrances for 2008 is
again due the Board’s decision to postpone registration deadlines by one month due {o technical
difficulties with the online registration system. This resulted in a delay in other “regular”
processes such as closing out encumbrance balances.

The unreserved fund balances of the OAB’s General Fund at June 30, 2008 and 2007, increased
by $270,593 or 16.9%, and increased by $330,502 or 26.0%, respectively,

Other Highlights

Effective April, 2004, the OAB began giving the CPA examination through a computer-based
test (CBT). The CBT provides flexibility for the candidate, with the exam availability for two
months during each quarter, the choice of taking one exam per attempt, and the use of a computer
to take the examination. Since the implementation of the CBT, examination application fees
have increased from $53,000 in fiscal year 2005 to $77,010 and $63,550 in fiscal years 2008 and
2007 respectively.
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This annual report is presented in a format consistent with the presentation requirements of
Governmental Accounting Standards Board (GASB) Statement No. 34.

The OAB’s Reporting Entity

This annual report includes all activities for which the OAB 1s fiscally responsible. These activities,
defined as the OAB’s reporting entity, are operated within a single government agency. The QAB’s
financial statements are reported as a part of the financial presentation of the State of Oklahoma.

Overview of the OAB’s Reporting Entity Presentation

The annual report consists of four parts as follows:

Government-Wide Financial Statements: The government-wide statements report information, on the
accrual basis of accounting and economic resources measurement focus, about the OAB as a whole using
accounting methods similar to those used by private-sector companies. The “Statements of Net Assets”
include all the OAB’s assets and liabilities as of the fiscal vears presented. All of the current year
revenues and expenses are accounted for in the “Statements of Activities” regardless of when cash is
received or paid.

These government-wide financial statements report information about the OAB’s net assets and how they
have changed. Measuring changes in net assets (the difference between the OAB’s total assets and
liabilities) is one way to measure the OAB’s financial health or position.

¢ To assess the overall firancial health of the OAB, the reader needs to consider additional non-
financial factors such as changes in the regulatory requirements, enforcement policies, and other
similar issues utilizing financial resources.

Fund Financial Statements: Fund financial statements provide financial information about the OAB’s
single fund—the General Fund—on a different basis of accounting and measurement focus than the
government-wide financial statements. The fund financial statement presentation measures spendable
financial resources and the changes therein.

The OAB accounts for all financial activity in a single governmental fund. A governmental type fund
focuses on (1) how cash and other financial assets that can be readily converted to cash flow in and out
and (2) the balances left at year-end that are available for expenditure. Consequently, governmental fund
statements provide a short-term view that helps the reader determine (through a review of changes to
fund balance) whether there are more or fewer financial resources that can be spent in the future to
finance the OAB’s programs. Because this information does not encompass the additional long-term
focus of the government-wide statements, additional information is provided at the bottom of the
governmental fund statements, or on the subsequent page, that explains the relationship (or differences)
between them.
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USING THIS ANNUAL REPORT, Cont.

Overview of the OAB’s Reporting Entity Presentation, Continued

Notes to the Financial Statements: The notes to the financial statements are an integral part of the
government-wide and fund financial statements and provide expanded explanation and detail regarding
the information reported in the statements.

Required Supplementary Information: This Management Discussion and Analysis and the General
Fund Budgetary Comparison Schedule represent financial information required to be presented by
GASB. Such information provides users of this report with additional data that supplements the fund
financial statements and notes (collectively referred to as “the basic financial statements”). The
benchmarks presented throughout Management’s Discussion and Analysis are for guidance and
measurement by the OAB and its constituents. The benchmarks are not required by either the State of
Oklahoma or GASB Statement No. 34.

AN ECONOMIC-BASED FINANCIAL ANALYSIS OF OAB

Management’s Discussion and Aralysis on the Economic Basis Financial Condition:
One of the most important questions asked about the OAB is,

“Has the entity utilized its resources to accomplish its mission assigned by the
legislature of protecting the public?”?

The “Statement of Net Assets” and the “Statement of Activities” report information about the OAB as an
cconomic entity that helps answer this question. You will need to consider other non-financial factors,
however, such as changes in the OAB resource base and the status of its pending projects, to assess the
overall health of the OAB. These economic basis statements include all OAB assets and liabilities,
including capital assets.
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For the vears ended June 30, 2008 and 2007, the OAB’s overall financial condition changed as noted
below.

Chart 1
Total Economic Net Assets at Fiscal Year End
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For the year ended June 30, 2008, the OAB experienced a $536,787, or 32%, increase in net assets, with
an increase in revenues of $138,724, or 10.4%, and a decrease in expenses of $36,647, or 4.1%. The
increase in net assets was due primarily to the increase in the number of individual and firm permits and
registrations as well as an increase in the number of exams given.

For the year ended June 30, 2007, the OAB experienced a $350,739, or 26.4%, increase in net assets,
with an increase in revenues of $174,777, or 15%, and an increase in expenses of $18,398, or 2.1%. The
increase in net assets was due primarily to the full impact of fee increases.

Management’s Discussion and Analysis on the General Fund Financial Condition:

The OAB accounts for all its activities in a single fund—the General Fund. The General Fund
presentation focuses on how money flows in to and out of the General Fund and the balances left at year-
end that are available for expenditures (fund balance).

The General Fund reports activities on a modified accrual basis of accounting and current financial
resources measurement focus that 1s different from the economic basis of presentation. For example, the
General Fund reports the acquisition of capital assets and payments for debt principal as expenditures
and not as changes to asset and debt balances. General Fund information helps you determine (through a
review of changes to fund balance) whether there are more or fewer financial resources that can be
expended in the near future to finance the OAB programs.
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For the years ended June 30, 2008 and 2007, the General Fund experienced an increase in fund balance

of $542,993 and $352,860, respectively.

Chart 2

Unreserved-Undesignated Fund Balance as a Percentage of Annual Expenditures
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The OAB desires to maintain an unreserved fund balance of one year (100%) of annual expenditures.
This fund balance is needed to provide resources for unexpected enforcement actions.

Chart 3

Percentage of Expenditures by Classification as Compared to Total Expenditures
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Management’s Discussion and Analysis on the Budgetary Results:

For the year ended JTune 30, 2008, the General Fund actual budgetary basis revenues were less than final
estimates by $233,560, or a 22.9% negative variance. This is directly attributable to the Board's decision
to grant an extension for mdividual and firm registration due {o technical difficulties with the online
registration system. General Fund actual expenditures and encumbrances were under final budgeted
expenditures by $131,966, or a 10.5% positive variance.

For the year ended June 30, 2007, the General Fund actual budgetary basis revenues had an excess of

final estimates by $108,189, or a 9.1% positive variance. General I'und actual expenditures and
encumbrances were under final budgeted expenditures by $309,812, or a 25.2% positive variance.
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MANAGEMENT’S DISCUSSION AND ANALYSIS ON THE BUDGETARY RESULTS, Cont.

Chart 4 illustrates the budget versus actual results for revenues and charges to budgeted expenditures.
Chart 4

Budget versus Actual Comparisen of Revenues and Charges to Budgeted Expenditures
(How well did we stay within our budget?)
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The Oklahoma Accountancy Board is a part of the primary govermnment of the State of Oklahoma. The
first accountancy law was enacted by the Oklahoma Legislature in 1916. The OAB was continued by the
legislature in 2004, in accordance with provisions of the Oklahoma Sunset Law. The Board is composed
of five Certified Public Accountants, one Public Accountant, and onc public member. The
responsibilities of the Board include determining the eligibility of applicants for the CPA and PA exams
and registering accountants, partnerships, professional corporations, limited liability partnerships, and
limited liability companies eligible to practice public accounting in Oklahoma. Also, the OAB regulates
the practice and conduct of certified public accountants and public accountants.

This report is designed to provide citizens, taxpayers, registrants, and creditors with a general overview
of the OAB’s finances and to demonstrate accountability for the resources it receives. If you have
questions about this report or need additional financial information, contact the OAB Executive
Director’s Office by mail at 4545 North Lincoln, Suite 165, Oklahoma City, OK  73105-3413, by
telephone at (405) 521-2397, or by e-mail at www.okaccybd@oab.ok.gov.

{(Unaudited. See accompanying auditor’s report.)
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BASIC FINANCIAL STATEMENTS
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Statements of Net Assets

1 June 30,
2008 2007
ASSETS:
Cash and cash equivalents $2.550,610 2,659,625
Accounts receivable 133,500 750
Prepaid assets 17,823 16,399
Capital assets, net of accumulated depreciation 8,529 19,936
Total assets ' 2,710,462 2,696,710
LIABILITIES:
Accounts payable $ 54,652 91,811
Deferred revenue 401,300 8R1,975
Compensated absences:
Current 26,450 24,753
Non-current 12,705 19,603
Total liabilities 495,107 1,018,142
NET ASSETS:
Invested in capital assets 8,529 19,936
Unrestricted 2,206,826 1,658,632
Total net assets $2,215,355 1,678,568

See accompanying footnotes to these statements.
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Statements of Activities

For the years ended June 30, ~
2008 2007
EXPENSES
Governmental Activities—Regulatory Services
Personal services $ 390,354 489,547 o
Professional services 261,141 171,334 o
Travel 50,871 42,444 B
Administrative 146,113 158,928 =
Property and equipment 1,333 14,080 :
Depreciation 12,066 22,192
Total expenses 861,878 808,525
PROGRAM REVENUES
Licenses, permits, and fees 1,463,705 1,325,774 '
Grants, refunds, and reimbursements 5,665 1,348
Other 736 4,263
Total program revenues 1,470,109 1,331,385
NET REVENUES (EXPENSES) 608,231 432,860
Transfer to the State General Fund (71,444) {82,121)
CHANGE IN NET ASSETS 536,787 350,739
NET ASSETS—BEGINNING OF YEAR 1,678,568 1,327,829
NET ASSETS—END OF YEAR S 2,215,355 1,678,568

See accompanying footnotes to these statements.
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Balance Sheets — General Fund

June 30,
2008 2007
ASSETS:
Cash and cash equivalents $ 2,550,610 2,659,625
Accounts receivable 133,500 750
Prepaid assets 17,823 16,399
Total assets $2,701,933 2,676,714
LIABILITIES AND FUND BALANCE:
Liabilities:
Accounts payable $ 54,652 91,811
Deferred revenue 401,300 881,975
Total liabilities 455,952 073,786
Fund Balance:
Reserved for encumbrances 374,036 101,636
Unreserved 1,871,945 1,601,352
Total fund balance 2,245,981 1,702,988
Total liabilities and fund balance $2,701,933 2,676,774

See accompanying footnotes to these statements.
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Statements of Revenues, Fxpenditures, and Changes in Fund Balance — General Fund

For the years ended June 30,

2008 2007
Revenues
Licenses, permits, and fees $ 1,463,705 1,325,774
Grants, refunds, and reimbursement 5,665 1,348
Other 739 4,263
Total revenucs 1,470,100 1,331,385 = ‘
Expenditures -
Personal services 305,555 490,200
* Professional services 261,141 171,334
Travel 50,871 42,444
Administrative 146,113 158,928 .
Property and equipment 1,992 33,498
Total expenditures 855,672 896,404
Revenues Greater than Expenditures 614,437 434,981
Other Financing Requirements
Transfers out to primary government (71,444) (82,121)
Change in Fund Balance 542,993 352,860
Fund Balance—Beginning of Year 1,702,988 1,350,128
Fund Balance—End of Year 3 2,245 981 1,702,988

See accompanying footnotes to these statements.
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Reconciliation of Balance Sheets—General Fund and Statements of Net Assets:
June 30,

2008 2007

Fotal Fund Balance—General Fund 2,245,981 1,702,988

Capital assets used in governmental activities are not
financial resources and therefore are not reported in the fund—
Capital assets, net of accumulated depreciation 8,529 19,936

Certain liabilities are not due and payable
in the current period and therefore are not

reported in the fund—
Compensated absences (39,155) (44,356)

2,215,355 1,678,568

Net Assets per the Statements of Net Assets

Reconciliation of Statements of Revenues, Expenditures, and Changes in Fund Balance—General Fund and

Statements of Activities:
For the years ended June 30,

2008 2007

Change in Fund Balance—General Fund $ 542,993 352,860

Governmental funds report capital outlays as
expenditures. However, in the statements of activities,
the cost of those assets is allocated over their estimated
useful lives as depreciation expense.

Capital outlay
Depreciation expense

659 19,418
(12,066) (22,192)

Some expenses reported in the statements of activities
do not require the use of current financial resources
and, therefore, are not reported as expenditures in

governmental funds.
Decrease (Increase) in accrued compensated absences 5,201 653

3 536,787 350,739

Change in Net Assets per the Statements of Activities
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NOTES TO THE FINANCIAL STATEMENTS
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Footnotes to the Statements of Net Assets and Statements of Activities:

1. Summary of Significant Accounting Policies

The accompanying financial statements of the Oklahoma Accountancy Board {OAB) have been prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP) as
prescribed by the Governmental Accounting Standards Board (GASB).

The accompanying financial statements are mtended to present the financial position and results of
operations of only that portion of the State of Oklahoma that is attributable to the transactions of OAB.

A,

Reporting Entity

The Oklahoma Accountancy Board is a part of the primary government of the State of Oklahoma.
The first accountancy law was enacted by the Oklahoma legislature in 1916. The Oklahoma
Accountancy Board was re-created by the legislature in 1998, in accordance with provisions of the
Oklahoma Sunset Law. The Board is composed of five Certified Public Accountants, one Public
Accountani, and one lay member. The responsibilities of the Board include determining the
eligibility of applicants for the CPA and PA exams, registering those accountants, partnerships,
professional corporations, lHmited liability partnerships, and limited liability companies eligible to
practice public accounting in Oklahoma, and regulating the practice and conduct of accountants
holding out to the public as accountants eligible to practice public accounting in Oklahoma.

Government-wide and Fund Financial Statements

The government-wide financial statements (the statement of net assets and the statement of
activities) report information for OAB. OAB is classified as a governmental activity; its function
is the Regulatory Services function.

The statement of activities demonstrates the degree to which the expenses of a given function are
offset by program revenues. For OAB, program revenues consist primarily of fees for licenses and
permits to practice collected from certified public accountants and public accountants. Also
included in program revenues are fees for exams.

Separate financial statements are provided for the governmental fund, which for OAB is the
General Fund.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-wide Financial Statements

The government-wide financial statements display information about OAB as a whole. They are
reported using the economic resources measurement focus and the accrual basis of accounting,
Revenues are recorded when earned and expenses are recorded when a lLiability is incurred,
regardless of the timing of related cash flows.

Governmental Fund
The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as

soon as they are both measurable and available, usually within 60 days. Revenues are considered
to be available when they are collectable within the current period or soon enough thereafter to pay

21
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liabilities of the current period. Expenditures generally are recorded when a liability is incurred, as
under accrual accounting., Modifications to the accrual basis of accounting include:

e Employees’ vested annual leave is recorded as an expenditure when utilized, The amount
of accumulated annual leave unpaid at June 30, 2008 and June 30, 2007, has been
reported only in the povernment-wide financial statements.

e  Executory purchase orders and contracts are recorded as a reservation of fund balance.

Fund Accounting

In fund accounting, activities are recorded in individual funds, each of which is deemed to be a
separate accounting entity. Fund accounting is designed to demonstrate legal compliance and to
aid financial management by segregating transactions related to certain government functions or
activities.

General Fund — This fund accounts for all activities of OAB not specifically required to be
accounted for in other funds. This fund is the operating fund of OAB, and all transactions are
accounted for in this fund.

Net Assefs Accounting Policies
Net assets are normally displayed in three components (two of which are applicable to the OAB):

a. Invested in capital assets—--Consists of capital assets including restricted capital assets, net of
accumulated depreciation.

b.  Restricted net assets—Consists of net assets with constraints placed on the use by external
groups such as creditors, grantors, contributors, or laws and regulations.

c. Unrestricted net assets—All other net assets that do not meet the definition of “restricted” or
“invested in capital assets.”

Cash

All cash balances are held by the Oklahoma Office of the State Treasurer. OAB’s cash is pooled
with the cash of all other state agencies; this pool of cash is deposited in banks or invested by the
State Treasurer in accordance with Oklahoma statutes. The State Treasurer requires that financial
institutions deposit collateral securities to secure the deposits of the State in each such institution.

Accounts Receivable

Accounts receivable consist of amounts due from ceriified public accountants” and public
accountants’ penmnit fees, including firms.

Capital Assets

Capital assets are recorded as expenditures in the governmental fund statement of revenues,
expenditures and changes in fund balance, but are capitalized in the statement of net assets. Capital
assets are reported at actual or estimated historical cost and net of accumulated depreciation,
Capital assets are defined as assets that have a cost in excess of $500 at the date of acquisition and
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Cash

have an expected useful life of 3 or more years, and consist primarily of information systems
equipment, furniture, and other equipment. Depreciation is computed on the straight-tine method
over the estimated nseful life of 6 years for office furniture and equipment and 3 years for
information systems and related equipment.

Accounts Payable and Encumbrances

Accounts payable include charges for all services or claims incurred on or before June 30. These
payables represent amounts incurred in the ordinary course of business and are primarily owed to
vendors.

The fund balance reserve for encumbrances represents comimnitments related to unperformed
contracts for the delivery of goods and services to the OAB. Encumbrance accounting, under
which purchase orders, contracts, and other commitments for expenditures are recorded to reserve
that portion of fund balance, is utilized in governmental funds. Encumbrances outstanding at year-
end are reported as reservations of fund balances and do not constitute expenditures or liabilities
because the commitments will be honored during the subsequent year.

Deferred Revenue

Deferred revenues arise when resources are received by the OAB before it has a legal claim to
them, In subsequent periods, when the revenue recognition criterion is met or when OAB has legal
claim to the resources, the liability for deferred revenue is removed from the balance sheet and
revenue 1s recognized.

Compensated Absences

Senate Bill 647, which was signed into law by Governor Brad Henry on April 28, 2003, changed
the leave accrual basis for annual leave from a monthly accrual to an hourly accrual based upon
hours worked (excluding overtime), paid leave, and holidays, not to exceed the total possible work
hours for the month.

All vested accrued leave is payable upon termination, resignation, retirement, or death. In the
statements of net assets, this accrued leave is reported as a liability. The maximum annuai leave
liability for each employee is 480 hours.

Cash and cash equivalents include amounts on deposit with and under the control of the State Treasurer.
These amounts are collateralized in accordance with 62 O.8. 2001, § 72.1, the Security for Public Deposits
Act. The bank balances as of June 30, 2008 and 2007, were fully insured or collateralized with securities
held by the State’s agent in the State’s name,

Operating Leases

The OAB entered into operating lease agreements for office space, off-site storage, copier, and postage
machines. Payments under these operating leases for the 2008 and 2007 fiscal years were approximately
$48,000 and $46,000, respectively.
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Capital Assets

For the years ended June 30, 2008 and 2007, changes in capital assets were as follows:

Balance Balance
July 1, 2007 Additions Deletions June 30, 2008

Capital assets $ 176,699 659 (40,683) 136,673
Accumulated depreciation {156,763) {12,066 40,685 {128.144)
$ 19,936 (11,407) - 8,529
Balance Balance

July 1, 2006 Additions Deletions June 30, 2007

Capital assets £ 157,281 19418 - 176,699
Accumulated depreciation (134.571) (22.192) - (156,763}
§ 22,710 (2,774) - 19,936

Long-term Obligations

Long-term obligations are comprised of accrued compensated absences. For the vears ended June 30, 2008
and 2007, the liability for accrued compensated absences liabilities changed as follows:

Amounts
Balance Balance Due Within
July 1, 2007 Additions Deductions  June 30, 2008 One Year

§ 44,356 21,249 {26,450) 39,155 26,450
Amounts
Balance Balance Due Within

July 1, 2006 Additions Deductions June 30, 2007 QOne Year

3 45,009 24,100 (24,753) 44,356 24,753

Risk Management

As part of the primary government, the State of Oklahoma, the risk of losses to which the OAB may be
exposed is covered through the risk management activities of the State, and any losses and labilities are
the responsibility of, and financed through, the State’s risk management activities. The Risk Management
Division of the Department of Central Services is empowered by the authority of 74 0.8,, Section 85.34 et
seq. The division is responsible for the acquisition and administration of al] insurance purchased by the
State or administration of any self-insurance plans and programs adopted for use by the State or for certain
organizations and bodies outside of state government, at the sole expense of such organizations and
bodies.

The State Risk Management is authorized to settle claims of the State and shall govern the dispensation
and/or settlement of claims against a political subdivision. In no event shail self-insurance coverage
provided to the State, agency, or other covered entity exceed the limitations on the maximum doflar
amount of liability specified by the Oklahoma Governmental Tort Claims Act, as prescribed by 51 O.8,,
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Section 154. The Risk Management Division oversees the collection of liability claims owed to the State
incurred as the result of a loss through the wrongful or negligent act of a private person or other entity.

The Risk Management Division is also charged with the responsibility to immediately notify the Attorney
Generatl of any claims against the State.

Pension Plan

The OAB contributes to the Oklahoma Public Employees Retirement Plan, which is a state-wide cost-
sharing, multi-employer defined benefit retirement plan administered by the Oklahoma Public Employees
Retirement System (OPERS). A separately issued annual report for OPERS may be obtained from the
Oklahoma Public Employees Retirement System, 5801 N. Broadway Extension, Suite 400, Oklahoma City,
OK 73118. The plan provides retirement, disability, and death benefits to plan members and their
beneficiaries. The pension benefit provisions are established and amended by the State Legislature. Cost-of-
living adjustments are provided to plan members and beneficiaries at the discretion of the State Legislature.

Plan members and the agencies are required to contribute at a rate established by State law. The
coniribution rate for 2008 and 2007 fiscal years was 13.5% and 12.5% respectively, of all salaries for State
agencies, and for State employees, 3.5% of their annual covered salary. For the years ended June 30, 2008,
2007, and 2006, the OAB contributions to the plan were $37,492, $42,772, and $41,316, respectively.

Other Postemployment Benefits

In addition to the pension benefits described above, the State provides post-retirement healthcare benefits
{OPEB) to employees. OPERS pays the Medicare supplement premium or $105 per month, whichever is
less, toward the cost of the monthly insurance premium for all retirees of OPERS who elect coverage at the
time of retirement and retain health insurance coverage with the Oklahoma State and Education Employees
Group Insurance Board (OSEEGIB). The retiree must pay the balance of the monthly health insurance
premium plus any dependent coverage premiums. There is no OPEB obligation information available
specific to the OAB.

Payment to State General Revenue Fund

Under provisions of 59 0.5, Section 15.7, the “Board shall pay into the General Revenue Fund of the state
ten percent (10%) of all annual registration fees so charged, collected, and received, and no other portion
shall ever revert to the General Revenue Fund or any other fund of the state”” In addition, under the
provision of 59 O.S., Section 15.24, “all monies, excluding costs, collected from civil penalties authorized
in this section, such penalties being enforceable in the district courts of this state, shall be deposited with the
State Treasurer to be paid into the General Revenue Fund of the state.” The OAB paid $71,444 to the State
General Revenue Fund in fiscal year 2008 and $82,121 in fiscal year 2007. The OAB maintains a clearing
account in which all amounts are deposited. When these transfers are made to the State General Revenue
Fund, they are made directly from the OAB’s clearing account.
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Budgetary Comparison Schedule (Budgetary Basis) — General Fund

Revenues:
Licenses, permits, and fees
Other

Total revenues

Expenditures:
Personal services
Professional services
Travel
Administrative
Property and equipment
Other

Total expenditures

Excess (deficiency) of revenues
over expenditures / net change in
fund balance

Fund Balance, June 30, 2007

Fund Balance, June 30, 2008

for the Year Ended June 30, 2008

Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
$ 1,018,800 $ 1,018,800 $ 778,836 5 (239,964)
- - 6.404 6.404
1,018,800 1,018,800 785,240 {233,560)
693,686 693,686 396,391 297,295
237,100 237,100 401,450 (164,350)
85,000 85,000 57,407 27,593
227,252 227,252 200,306 26,946
17,000 17,000 42,162 (25,162)
- - 30,356 (30,356}
1,260,038 1,260,038 1,128,072 131,966
(241,238) (241,238) (342,832) (101,594)
2,108,150 2,108,150 2,482,577 374,427
3 1,866,912 $ 1,866,912 $ 2,139,745 $ 272,833

See accompanying footnotes to this schedule.
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Budgetary Comparison Schedule (Budgetary Basis) — General Fund
for the Year Ended June 30, 2007

Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
Revenues:
Licenses, permits, and fees 5 1,185,000 $ 1,185,000 § 1,287,578 % 102,578
Other - : - 5.611 5,611
Total revenues 1,185,000 1,185,000 1,293,189 108,189
Expenditures:
Personal services 544,234 544,234 486,975 57,259
Professional services 307,800 307,800 201,568 106,232
Travel 80,000 80,000 28,698 51,302
Administrative 224,040 224 (40 121,423 102,617
Property and equipment 72,600 72,000 30,020 41,980
Other 500 500 50,078 {49,578) i
Total expenditures 1,228,574 1,228,574 918,762 309,812
Excess {deficiency) of revenues
over expenditures / net change in
fund balance (43,574) (43,574) 374,427 418,001
Fund Balance, July 1, 2606, restated 2,108,150 2,108,150 2,108,150 -
Fund Balance, June 30, 2007 § 2,064,576 $ 2,064,576 $ 2,482,577 $ 418,001

See accompanying footnotes to this schedule.
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Footnotes to Budgetary Comparison Schedules:

I.  The budgetary comparison schedules are reported on a non-GAAP budgetary basis that
reports revenues on a cash basis modified for the due from state, and charges to
expenditures on a cash basis modified for reporting encumbrances, accounts payable and
prepaid assets.

2. Because accounting principles applied for purposes of presenting the budgetary comparison
information differ from those used in the presentation of the basic financial statements
prepared in accordance with ULS, generally accepted accounting principles, a reconciliation
resulting from those differences is presented as follows for the General Fund.

June 30,
2008 2007
Budgetary basis fund balance $ 2,139,745 2,482,577
Add:

Accounts receivable 133,500 750

Encumbrances 374,036 101,636
Subtract: Deferred revenue (401,300) (881,975)
GAAP basis fund balance § 2,245,981 1,702,988
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ACCOQUNTARTS

.&'JE._R“F!F?BEE) FLRBLE

G ::-_:.Boald of Directors
S ;!:Ok]ahoma Accountancy Board

L -We have audlted the financial statements of the govelnmenlal activities and the general fund of

i the _'_'Oklahoma Accountancy Board (OAB), a part of the primary government of the State of
_kl"hmna as of and for the year ended June 30, 2008, which collectively comprise the OAB’s
asic financial statements, and have issued our report thereon dated December 16, 2008, which
udes :an explanatory paragraph stating that the financial statements of the OAB are intended
o piesent the financial position and results of operations of only that portion of the State of
Ok}ahoma attributable to the transactions of the OAB and an explanatory paragraph related to
: _cqum:d supplemcntmy mformation. We conducted our audit in accordance with auditing
; ards. genclally accepted in the United States and the standards applicable to financial audits
;contamed n Government Auditing Standards issued by the Comptroller General of the United

. Internal Control Over Financial Reporting

" .In:planning and performing our audit, we considered the OAB’s internal control over
: '---__ﬁnanclal reporting as a basis for designing our auditing procedures for the purpose of

expressing our OplnlOl’l on the financial statements, but not for the purpose of

-Cxpr_es_smg an opinion on the effectiveness of the OAB’s internal control over financial

. reporting. -Accordingly, we do not express an opinion on the cffectiveness of the OAB’s
' _intcma!. control over financial reporting.

o "A conuol deficiency exists when the design or operation of a control dees not allow
g .managcmcnt or employees, in the normal course of performing their assigned functions,
o0 to-prevent or detect misstatements on a timely basis. A significant deficiency is a
o ._._j_cqn.tlol..deﬁclency, or combination of control deficiencies, that adversely affects the
" entity’s ability to initiate, authorize, record, process, or report financial data reliably in
. accordance with accounting principles generally accepted in the United States such that
.._._-_r.th_'er.c s more than a remote likelihood that a misstatement of the entity’s financial
... statements that is more than inconsequential will not be prevented or detected by the
/- entity’s internal control,

T A 'material weakness is a significant deficiency, or combmation of significant
~deficiencies, that results in more than a remote likelihood that a material misstatement of
the financial statements will not be prevented or detected by the entity’s internal control.

(Continued)

601 N. Broadway P. O. Drawer 1447 Shawnee, OK 74802-1447
P: 405.275.1650 woviw finley-cook comm F: 405.273.2691
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Internal Control Over Financial Reporting, Continued

Our consideration of internal control over financial reporting was for the limited
purpose described m the first paragraph of this section and would not necessarily
identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses, We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the OAB’s financial statements
arc free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, confracts, 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
resulis of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the management of the OAB and its
governing members and is not intended to be and should not be used by anyone other than these
specified parties.

/ ‘ VLM HLC
Shawnee, Oklahoma

December 16, 2008
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