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Exhibit | - Combined Balance Sheet/Statement of Net Assets — Governmental Funds

August 31, 2014

Governmental Fund Types

General Governmental Capital Long-Term Statement
Funds Funds Assets Liabilitles of
{EXH A-1) Total Adjusiments Adjustments Net Assets
ASSETS
Current Assets:
Cash and Cash Equivalents:
Cash on Hand % 30,058.50 3 30,058.50 $ - - $ 30,058.50
Cash in Bank (Note 3) 22,053.50 22,053.50 22,053.50
Cash in State Treasury 310,738.36 310,738.36 310,738.36
Cash Equivalents (Note 3) 4,602,701.73 4.802701.73 4,602,701.73
Short Term Investments - - -
Due From Other Funds (Note 12} 118,553.22 119,5653,22 149,553.22
Consumable inventories 71,819.97 71,819.97 71,818.97
Total Current Assets 5,156,925,28 5,156,925.28 - - 5,166,825.28
Non-Current Assels:
Capital Assets (Note 2):
Depreciable
Furniture and Equipment R 392,327.44 302,327.44
Less Accumulated Depraciation {260,418.892) (260,418.92)
Vehicle, Boats, and Aircraft 16,348.14 16,348.14
Less Accumulated Depreciation (16,348.14) (16,348.14)
Other Capital Assets -
Less Accumutated Depreciation -
Receivables:
Other Non-Current Assets - -
Total Non-Current Assets - - 131,908.52 - 131,908.52
Total Assets $ 5,156,925 28 $ 5,156,925.28 $ 131,908.52 ] - $ 5,286,833.80
LIABILITIES AND FUND BALANCES
Liabilities:
Current Liabilities:
Fayables From:
Vouchers Payabio § 34,805.79 $ 34,905.79 § - 3 - $ 34,905.79
Accounts Payable 149,903.22 419,903.22 118,903.22
Payroll Payable 275,832.57 275,832.57 275,832,857
Due To Other Agencies (Note 12) 606,094.28 606,094.23 606,094.28
Bue To Other Funds (Note 12) 116,553,22 118,553.22 119,553.22
Employess' Compensable Leave (Note 5) - - 161,385.67 161,385.67
Totat Current Liabilities 1,156,289.08 1,156,288.08 - 161,385.67 1,317,674.75
MNon-Current Liabilities:
Employees' Compensable Leave (Note 5) - - 164,515.96 164,515.95
Total Non-Current Liabilities - - - 164,515,985 164,515.95
Total Liabilities 1,156,289.08 1,156,289.08 - 325,901.62 1,482,180.70
FUND FINANCIAL STATEMENT - FUND BALANCES
Fund Balances (Deficits):
Nonspendable 71,819.97 71,819.97 71,819.97
Committed:
Board Policy Reserve (See Note 1.D) 1,500,000,00 1,500,000.00 1,500,000.00
Other 2,428,816.23 2.428 816.23 2,428,816.23
Total Fund Balances 4,000,836.20 ¢ 4,000,636.20 * - - 4,000,636.20
Total Liabilities and Fund Balances $ 5,156,925.28 $ 5,156,825.28
GOVERNMENT-WIDE STATEMENT OF NET ASSETS
Net Assets;
Invested in Capital Assets, 131,908.52 131,908,52

Net of Related Debt -
Rastrictad
Unrestricted

Total Net Assets

(325,901.82)
$ 131,00652 * § (37590162 *

(325 901.62)
§ 3,80664310 *

* Column tetals should agree to Exhibit Il column totals.

The accompanying notes te the financial statements are an integral part of this statement.
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Exhibit It - Combined Statement of Revenues, Expenditures, and

Changes in Fund Balances/Statement of Activities — Governmental Funds

For the Fiscal Year Ended August 31, 2014

General Governmental Capital Long-Term Statement
Funds Funds Assets LiabHities of
(EXH A-2) Total Adjustments Adjustments Activities
REVENUES
Licenses, Fees & Permits $ 5,754,736.82 $ 5754,736.82 $ 5754,736.82
Interest and Investment Income 590,78 590.78 590,78
Sales of Goods and Services - - -
Other 104,162.99 104,162.99 104,162.99
Tetal Revenues 5,869,490.59 5,658 480.59 - - 5,868,490.59
EXPENDITURES
Salaries and Wages 2,435 746.02 2,435,745.02 (4,295.68) 2,431,450,34
Payroll Related Costs 672,441.11 672,441.11 672,441, 11
Professional Fees and Services 654,785.52 654,765.52 654,765.52
Travel 74,867.10 74,567.10 74,567.10
Materials and Supplies 197 234.06 197,234.06 197,234,086
Communicatien and Ulilities 32,073.37 32,073.37 32,073.37
Repairs and Maintenance 31,006.29 31,096.29 31,0986.29
Rentals & Leases 127.681,03 127.681.03 127,681.03
Printing and Reprocduction £2,910.05 8291005 82,910.05
Claims and Judgments - - -
State Grant Pass-Through 386,609.82 386,609.82 386,609.82
Intergovernmental Payments 223,666.00 223,666.00 223,666.00
" Public Assistance Payments 107,500.00 107,500.00 107,500.00
Other Expenditures 584,442.19 584,442, 19 584,442.19
Capital Oullay - - -
Copreciation Expense - - 28,814.58 29,814.59
Total Expenditures/Expenses 5,610,732.56 5.610,732.56 29,814.59 {4,255.58) 5,636,251 47
Excess (Deficiency) of Revenues
Over Expenditures 248 758.03 248,758.03 {29,814.59) 4.295.68 223,239.12
OTHER FINANCING SOURCES (USES)
Decraase in Net Assets - Property Adjusiment - - (8,124.33) (8,124.33)
Transfers In (Note 1.F.) 8,114,183.87 8,114,183.587 5,114,183.87
Transfers Out (Note 1.F.} (8,817,527.87) (8,817,527.87) {8,817.527.87}
Gain {Loss) on Sale of Capital Assets -
Total Other Financing Sources and Uses (7063,344.00) (703,344.00) (8,124.33) - {711,468.33)
SPECIAL ITEMS
EXTRAORDINARY ITEMS
Net Change in Fund Balances/Net Assets (454,585.97) (454,585.97) (488,229.21)
FUND FINANCIAL STATEMENT - FUND BALANCES
Fund Balances, Beginning 4,455 22217 4,456,222.17 4,485 22217
Adjustment te Fund Balances (Restatement} Note 14 - - -
Fund Balances, September 1, 2013, As Adjusted 4,455 22217 4,455 22217 4,455 222 17
Fund Balances, August 31, 2014 $ 4,000636.20 * % 4,000636,20 5 3,965,902 06
GOVERNMENT-WIDE STATEMENT OF NET ASSETS
Net Assets/Change in Net Assets 4,000,636.20 {37,938.92} 4,295.68 3,066,992.96
Net Assets-Beginning 169,847 44 (330,197.30) (180,349.86)
Restatements -
Net Assets, September 1, 2013, as Restated 169,847.44 {330,197.30) (160,349.86)

Net Assets, August 31, 2014

*Column totals should agree to Exhibit | coiumn totals

The accompanying notes to the financial statements are an integraf part of this statement.

$

131,908.52 * § (325901.62)* § 3,805643.10

*
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A,

ENTITY

The Texas State Board of Public Accountancy {the Board) operates under the authority of the
Public Accountancy Act, Chapter 901 of the Texas Occupations Code (West 2013). The Board
has the responsibility and authority to regulate the public practice of accounting in Texas. its
major functions include Licensing and Continuing Professional Education, Qualifications
(Examination), Enforcement, Peer Review, Public Education and Sponsor Review. (For more
detailed information about the Board and its functions, refer to Section 1V of this report.)

The financial records of the Board comply with state statutes and regulations. This includes
compliance with the Reporting Requirements for Annual Financial Reports of State Agencies,
issued by the Texas Comptroller of Public Accounts,

Due to the statewide requirements embedded in Governmental Accounting Standards Board
Statement No. 34, Basic Financial Statements-and Management's Discussion and Analysis-
for State and Local Governments, the Comptroller of Pubiic Accounts does nat require the
accompanying annual financial report to comply with all the requirements in this statement.
The financial report will be considered for audit by the State Auditor as part of the audit of the
State of Texas Comprehensive Annual Financial Report; therefore, an opinion has not been
expressed on the financial statements and related information contained in this report.

FUND STRUCTURE

The accompanying financial statements are presented on the basis of funds, each of which is
considered a separate accounting entity.

GOVERNMENTAL FUND TYPES AND GOVERNMENT-WIDE ADJUSTMENT FUND TYPES
General Funds
General Revenue Fund (0001)

This fund is used o account for all financial resources of the state except for those
required to be accounted for in another fund.

Texas State Board of Public Accountancy Local Qperating Fund (2858,1009)
Senate Bili 1438 (1909) was passed and signed into law in 1998 [t then became
Article 8930, T.R.C.S., the Self-Directed Semi-fndependent Agency Project Act.
Senate Bill 736, 77th Legislature, Regular Session, (2001) resotved conflicts with
other laws, and the agency became a self-directed, semi- independent agency
effective September 1, 2001. The Board and two similar agencues were the focus of
this pilot program. Effective September 1, 2013, HB 1685, 83" Legislature, Regular
Session, (2013), codified Article 8930, T.R.C.8. into Texas Government Code,
Chapter 472. The Board operates under Fund 2868 which includes local funds in the
Texas Treasury Safekeeping Trust Company and Fund 1009 used to pay the
agency's expenditures in USAS. Both funds were formerly rolied intc D23 Fund 0858.
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TSBPA Local Scholarship Trust Fund for Fifth-Year Accounting Students (6106,7106)
The enactment of SB 777 allowed the Board, under the direction of the Comptroller of
Public Accounts, to incorporate the Fifth-year Accounting Scholarship Fund into Fund
0858. Additionally, SB 777 provides for the Board to collect a $10 annual fee from
licensees to be deposited into the scholarship trust fund, which may be used only to

provide scholarships to fifth-year accounting students in accordance with Subchapter
N of the Education Code.

With passage of House Bill 2440 during the 2009 legislative session, responsibility for
administering the Fifth-year Accounting Students Scholarship Fund was transferred
from the Texas Higher Education Coordinating Board (THECB} to the Board. Authority
for the transfer went into effect on September 1, 2010. The Board worked closely with
THECRB to put rules and procedures in ptace and assumed full responsibility on
January 1, 2010.

8B 777, 82nd Legislature, Regular Session, 2011, recreated the scholarship trust fund
for fifth-year accounting students as a trust fund cutside the state treasury. The
TSBPA Local Scholarship Trust Fund is 8106 for funds in the Texas Treasury
Safekeeping Trust Fund and Fund 7106 for paymentis in USAS to colleges and
universities. The scholarship fund is included in the General Fund.

General funds are used to account for all financial resources except those accounted
for in other funds.

Capital Asset Adjustment Fund Type
Capital Asset Adjustment fund type will be used to convert governmental fund types'
capital assets from modified accrual to full accrual.

Long-Term Liabilities Adjustment Fund Type
Long-Term Liabilities Adjustment fund type will be used to convert governmental fund
types' debt from modified accrual to full accrual.

FIDUCIARY FUND TYPES

Agency Funds
Agency funds are used to account for assets the government holds on behalf of

others in a purely custodial capacity. Agency funds involve only the receipt, temporary
investment, and remittance of fiduciary resources to individuals, private organizations,
or other governments. House Bill 11, 72nd Legislature, First Called Session, 1991,
imposed an additional annual fee of $200 on all licensed CPAs. The Board acts as the
collection agency for this fee, which is deposited into the General Revenue Fund
{Fund 0001).

The implementation of GASB 34 requires agencies to transfer balances in agency
funds - Fund Type 09 (Fiduciary Funds) to Fund Type 01 (General Funds).

PROPRIETARY FUND TYPES
No proprietary fund types have heen identified,
COMPONENT UNITS

No component units have been identified for this agency.
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BASIS OF ACCOUNTING

The basis of accounting determines when revenues and expenditures or expenses are
recognized in the accounts reported in the financial statements. The accounting and financial
reporting treatment applied to a fund is determined by its measurement focus.

Governmental fund types that build the fund financial statements are accounted for using the
medified accrual method basis of accounting. Under the modified accrual basis, revenues are
recognized in the period in which they become both measurable and available to finance
operations of the fiscal year or liguidate liabilities existing at fiscal year end. The State of
Texas considers receivables collected within 80 days after year-end fo be available and
recognizes them as revenues of the current year for fund financial statements prepared on the
modified accrual basis, Expenditures and other uses of financial resources are recognized
when the related liability is incurred,

Governmental adjustment fund types that will build the Government-wide Financial
Statements are accounted for using the full accrual method of accounting. This includes
capital assets, accumulated depreciation, unpaid Employee Compensable Leave, the
unmatured debt service {principal and interest) on general long-term liabilities, long-term
capital leases, and long-term claims and judgments and fuil accrual revenues and expenseas.
The activity will be recegnized in these fund types.

C. BUDGETS AND BUDGETARY ACCOUNTING

Prior to September 1, 2001, the budget was prepared biennially and represented
appropriations authorized by the Legislature and approved by the Governor (the General
Appropriations Act). Encumbrance accounting was employed for budgetary control purposes.
Unencumbered appropriations are generally subject to lapse 60 days after the end of the fiscal
year for which they were appropriated.

Currently, under Texas Government Code, Chapter 472, Seif-Directed Semi-Independent
Agencies, an itemized budget covering operations for the year is prepared by the Board's staff
and approved by the Board. During the vear, the Board's financial activity is monitored against
this budget.

D. ASSETS, LIABILITIES, AND FUND BALANCES/NET ASSETS
ASSETS

Cash Equivalents

Invested balances in the overnight repurchase agreement pool are reported as cash
equivalent and identified as Repurchase Agreement — Texas Treasury Safekeeping
Trust Co.

Cash equivalents are also short-term, highly liquid investments that are both readily
convertible to cash and so near to maturity that they present insignificant risk of
changes in value because of changes in interest rates.

Pursuant to the Funds Management Agreement with the Comptroller's Office, money
held in the Texas Safekeeping Trust Fund accounts and subaccounts shall be fully
‘invested at all times and reinvested by the Trust Company in authorized investments
which inciude any investment described under Sections 404.024 and 404. 106 of the
Texas Government Code.
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Accounts Receivable

The Board may assess an administrative penalty against respondents involved in
disciplinary proceedings in accordance with Secfion 901.551, QOccupations Code. As
of August 31, 2014, $110,558.10 in penalties was outstanding and unpaid. Since the
certainty and timing of these receipts is unknown, they are not included as part of
Accounts Receivable on the Balance Sheet (Exhibit [}, Rather, they are recorded as
revenues when payments are received,

Consumabie Inventories

Consumable inventories include supplies and postage on hand at year-end.
Inventories for governmentat funds are accounted for using the purchase method of
accounting. The cost of these items is recognized as an expenditure at the time of
purchase. These assets are offset by a fund balance reserve which indicates that they
do not constifute "available spendable rescurces”.

Capital Assets

Assets with an initial, individual cost of more than $5,000 and an estimated useful life
in excess of one year are capitalized. These assets are capitalized at cost or, if any
purchased, at appraised fair value as of the date of acquisition. Purchases of assets
by governmental funds are reported as expenditures. Depreciation is reported on all
"exhaustible" assets. Assets are depreciated over the estimated useful life of the
asset using the straight-line method.

LIABILITIES

Accounts Payable
Accounts Payable represents the liability for the value of assets or services received
at the balance sheet date for which payment is pending.

Employees' Compensable Leave
Employees' compensable leave balances represent the liability that the agency will be

required to Hquidate in the future for employees' annual leave, compensatory time and
overtime. {See Note 5.)

FUND BALANCE/NET ASSETS

The difference between fund assets and liabilities is "Net Assets" on the government-wide,
proprietary and fiduciary fund statements, and the “Fund Balance” is the difference between
fund assets and liabilities on the governmental fund statements.

Nenspendable

This represents the amounts not available to be spent because they are either (1) not
in spendable form or (2) legally or contractually reguired to be maintained intact. The
amount of supplies and postage cn hand at year-end to be used in the next fiscal year
is included in this category.

Unassigned

This represents the residual classification for the general fund. This classification
represents fund balance that was not assigned to the other funds and was not
restricted, committed or assigned to specific purposes within the general fund.
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Committed

Represents fund balance that is desighated for a specific function or project pursuant
to constraints imposed by a formal action of the Texas Legislature, the state’s highest
level of decision making authority.

The Board adopted a formal policy on May 18, 2006, and revised this pelicy on July
19, 2007, to be effective September 1, 2007, to establish the appropriate level of the
agency’s fund balance to meet anticipated obligations for the following:

General Operating funds $ 900,000
Enforcement funds 500,000
Capital Qutlay/Depreciation 100,000
Total Fund Balance Reserve $1,500,000

included in this formal policy is an annual review of the reserve account.

The Board revised the fund balance reserve policy on July 17, 2014, to be effective
September 1, 2014. The revised policy will be based on: 1) Three months of annual
operating estimated expenditures; 2) plus 25% of the annual transfer to the General
Revenue Fund (currently $703,344), and 3) a $500,000 enforcement {litigation)
reserve.

Invested in Capital Assets, Net of Related Debt

Invested in capital assets, net of related debt consists of capital assets, net of accumulated
depreciation and reduced by outstanding balances for bond, notes and other debt that are
attributed to the acquisition, construction or improvement of those assets.

Unrestricted Net Assets

Unrestricted net assets consist of net assets that do not meet the definition of the two
preceding categories. Unrestricted net assets often have constraints on resources, which are
imposed by management but can be removed or modified.

E. REVENUES AND EXPENDITURES

Licenses, Fees, and Permits includes the license, examination, and other fees collected by the
Board.

Professional Fees and Services includes fees for the enforcement of major cases, computer
programming services, and fees for financial and accounting services associated with
disciplinary proceedings.

State Grant Pass-Through Expenditures includes payments to public institutions of higher
education for the purpose of issuing scholarships to students needing assistance in financing
a fifth year of college often necessary to meet increasing educational requirements to take the
CPA exam. See Note 1. B, for additional infermation.

Intergovernmental Payments includes payments to private institutions of higher education for
the purpose of issuing scholarships to students needing assistance in financing a fifth year of
college often necessary to tmeet increasing educational requirements to take the CPA exam.

See Note 1. B. for additional information.

Public Assistance Payments - In accordance with the Health & Safety Code, Chapter 467,

Peer Assistance Programs, this category includes a grant to the Texas Society of Certified
Public Accountants to support the Accountants Confidential Assistance Network (ACAN), a
peer assistance program for CPAs, candidates, and accounting students.

Other Expenditures includes payment for the Statewide Cost Allocation Plan and for workers'
compensaticn and risk management services.
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F. INTERFUND ACTIVITIES AND BALANCES
TRANSFERS

Operating transfers represent routine transfers of resources. Operating transfers are reported
in the Other Financing Sources (Uses) section of Exhibits Il, and A-2,

Fund Q001

Transfers In — None
Transfers Out — None

Fund 2108
Transfers In — None

Transfers Out - includes the following;

Transfer to agency 457, Fund 6108 $1,343,15656 a
Total Transfers Out $1,343,156.56
Fund 6106
Transfers In - includes the following:
Transfer from agency 457, Fund 2106 $1,343,156.56 a
Transfer from agency 457, Fund 7106 $10.00 b
Total Transfers In 1.343,166.56

Transfers Out - includes the following:

Transfer to agency 457, Fund 7106 $599.00580 ¢
Total Transfers Out $599,005,80
Fund 7108
Transfers In - includes the following:
Transfer from agency 457, Fund 1009 $11,28002 d
Transfer from agency 457, Fund 6106 $599.00580 ¢
Total Transfers In $610,285.82

Transfers Out - includes the following:
Transfer to agency 457, Fund 6106
Total Transfers Out

R




UNAUDITED

TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY {457)

Fund 2858
Transfers In - includes the following:
Transfer from agency 457, Fund 1009 $217.31540 e
Total Transfers In $217.315.40

Transfers Out - includes the following:

Transfer to agency 457, Fund 1009 $5,937,411.81 f
Total Transfers Out $5,937 411,61
Fund 1009
Transfers In - includes the following:
Transfer from agency 457, Fund 0858 $6,004.48 g
Transfer from agency 457, Fund 2858 $5.937.411.61 f
Total Transfers In $5.943.416.09
Transfers Out - includes the following:
Transfer to agency 902, Fund 0001 $703,344.00 h
Transfer to agency 457, Fund 7108 $11,280.02 d
Transfer to agency 457, Fund 2858 $217,315.40 e
Total Transfers Out $931,939.42
Fund 0858
Transfers Cut - includes the following:
Transfer to agency 457, Fund 1009 $6.004.48 g
Total Transfers Out $6,004.48
Total Other Financing Sources {Uses) — General Funds
Total Transfer In (EXH H, A-2) $8,114,183.87
Total Transfers Out (EXH I, A-2) $8.817,627 .87
Total Other Financing Sources (Uses) $703,344 00

Transfer prior year balances from Fund 2108 tc local Fund 8106 in accordance with
the Comptroller of Public Accounts Local Fund Requirements for funds held in trust.
Transfer refunds from Fund 7106 fo Fund 6106 to allccate to appropriate revenue
objects. :

Transfer of funds from local Fund 6106 to Fund 7106 to pay agency expenditures.
Transfer of administrative penalties collected prior to August 31, 2013 from local Fund
1009 to Fund 7106. Pursuan{te Board Rule 519.8 (e) which dedicated administrative
penalties collected under SUBCHAPTER L of the Public Accountancy Act to the
scholarship fund authorized under SUBCHAPTER N of the Act. Effective September
1, 2014, administrative penalties are deposited into General Revenue.

Transfer refunds from 1009 to Fund 2858 to allocate to appropriate revenue objects
and to reverse prior year due to/due from as transfer in/out under the direction of the
Comptroller of Public Accounts.

Transfer of funds from local Fund 2858 to Fund 1009 to pay agency expenditures and
accounts payable.

Transfer of excess cash from Fund 0858 to Fund 1009 in accordance with the
Comptroller of Public Accounts Lecal Fund Requirements,

Transfer of annual payment to Generat Revenue (Agency 902, Fund 0001) pursuant
to Texas Government Code, Chapter 472,
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NOTE 2: CAPITAL ASSETS

A summary of changes in Capital Assets for the year ended August 31, 2014, is presented below:

PRIMARY GOVERNMENT

Reclassifications

Inc- Dec-

Balance Completed Int'agy int'agy Balance

8M/213 Adjustments cip Trans Trans Additions* Deletions 8/31/2014
Governmental
Activities:
Bepreciable
Assets:
Furniture and
Equipment $400,451.77 0.00 (8,124,33) $392,327.44
Vehicles, Boats &
Aircraft 16,348.14 0.00 0.00 16.348.14
Total Depreciable
Assets at
hisiorical costs: 416,799.91 0.00 (8,124.33) 408,675.58
Less accumulated
depreciation for:
Furniture and
Equipment {230,604.33) {37,938.92) 8,124.33 (260,418.92)
Vehicle, Boats & :
Aircraft (.18,348.14) 0.00 0.0¢ ($16,348.14)
Total
accumulated
depreciation (246,952.47) (37,938.92) 8,124.33 {276,767.08)
Depreciable
assets, Net 169,847.44 {37.938.92) 0.00 131.908.52
Governmental
Activities Capital
Assets, Net $160,847 44 (837.938.92) $0.00  $131,908.52

* The additions column represents current year purchases and depreciation.

Business Type
Activities:

Not applicable.
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TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY (457)

NOTE 3: DEPOSITS, INVESTMENTS & REPURCHASE AGREEMENTS
Pursuant to the Funds Management Agreement with the Comptroller's Office, money held in
the Texas Safekeeping Trust Fund accounts, and subaccounts shall be fully invested at all
times and reinvested by the Trust Company in authorized investments which include any
investment described under Sections 404.024 and 404.106 of the Texas Government Code.
A, DEPOSITS OF CASH IN BANK

As of August 31, 2014, the carrying amount of deposits was $22 053.50 as presented below:

Governmental and Business-Type Activities

CASH IN BANK — CARRYING VALUE

Texas Treasury Safekeeping Trust Company $22,053.50
Cash in Bank per AFR $22,053.50
Governmental Funds Current Assets Cash In Bank
GAAP Fund 1000, D23 Fund 1002 Exhibit A-1 $ 6,100.00
GAAP Fund 1009, D23 Fund 2858 Exhibit A-1 $ 15,753.50
GAAP Fund 0858, D23 Fund 6106 Exhibit A-1 $ 200.00
Cash in Bank per AFR $ 22 05350

B. INVESTMENTS & REPURCHASE AGREEMENTS

As of August 31, 2014, the carrying value and fair value of investments and repurchase
agreements are as presented below:

Carrying Fair
Governmental and Business-Type Activities Value Value
Repurchase Agreements
Texas Treasury Safekeeping Trust Company $4,602,701.73 | $4,602,701.73
Total $4,602,701.73 | $4.602,701.73
Governmental Funds Current Assets Cash Equivalents
GAAP Fund 1000, D23 Fund 1002 Exhibit A-1 $ 591,844.28
GAAP Fund 1009, D23 Fund 2858 Exhibit A-1 $2,614,624.30
GAAP Fund (0858, D23 Fund 6106 Exhibit A-1 $1.396.233.15
Current Assets Cash Equivalents per AFR - $4,602,701,73

NOTE 4: SHORT - TERM DEBT

Not applicable.
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TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY (457)

NOTE 5: LONG-TERM LIABILITIES

CHANGES IN LONG-TERM LIABILITIES

During the year ended August 31, 2014, the following changes occurred in long-term liabiiities.

GOVERNMENTAL. BALANCE |~ T C BALANCE |~ AMOUNTS
“ACTIVITIES - | '9/1/2013. .- | ‘ADDITIONS* .| REDUCTIONS 8/314/2014:.1 -~ DUE .
. AT R A o WITHIN ONE -
' ' ' . YEAR
Notes and Loans Payable N/A, NIA N/A N/A N/A,
General Obligation B/P N/A N/A N/A N/A N/A
Revenue Bonds Payable N/A N/A N/A N/A N/A
Claims and Judgments N/A N/A N/A N/A N/A
Capital Lease Obligations N/A N/A N/A N/A N/A
Poliution Remediation N/A N/A N/A N/A N/A
Obligations
Compensable Leave
$330,197.30 | $247.779.89 $252,075.57 $325,901.62 | $161,385.67
TOTAL GOVERNMENTAL | -~ = N . B .
ACTIVITIES | $330,197.30 | - $247,779.89 $252,075.57 $3259001.62 | $161,385.67

s The additions column includes salary adjustments at 9/1/13.

NOTES AND LOANS PAYABLE

Not applicable.

CLAIMS AND JUDGMENTS

Not applicable.

EMPLOYEES' COMPENSABLE LEAVE

A state employee is entitled to be paid for all unused vacation time accrued in the event of their
resignation, dismissal, or separation from state employment, provided the employee has had
continuous employment with the State for six months. The Board must either grant employees subject
to the Fair Labor Standards Act (FLSA) time off at a rate of 1-1/2 hours for each hour of overtime
worked during the twelve-month period following the date on which the overtime was accrued, or, at
the discretion of the Board, pay them at a rate of 1-1/2 times the regular rate of pay.

Executive, administrative, and professional employees are expressly limited to compensatory time off,
as determined by the Board, at an equivalent time rate. Expenditures for accumulated annual and
compensatory leave are recognized as expenditures in the period paid or taken in governmental fund
types. For these fund types, the liability for unpaid benefits is recorded in the Statement of Net Assets.
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The following is a summary of changes in annual and compensatory balances for the year ended
August 31, 2014, which reflects employee's accrued rights fo future compensated absences.
Changes and balances are stated in terms of hours,

Annual FLSA & State

Leave Comp Time Totals
Compensable Leave Hours (09/01/13) 9,682.06 375.57 §,067.63
Additions 6,425.00 1,399.45 7,824.45
Deductions (7.255.81) (1,273.02) (8,528.83)
Compensable Leave Hours (08/31/14) 8,751.25 502.00 9,263.25

NOTE: FLSA hours accumulated are 1 1/2 times hours worked. Deductions include hours adjustment
at 9/1/13,

The Board's monetary liabilities for compensable future absences as of August 31, 2014, as computed
by USPS Report 574 (Compensable Leave Repart for Fiscal Year 2014), were as follows;

General
Long-term Debt

Account Group

Annual Leave $312,245.70
FLSA & State Compensable Time 13,655.92

Total 325,901.62
(Exhibit 1)

NOTE 6: BONDED INDEBTEDNESS

Not applicable.

NOTE 7: DERIVATIVE INSTRUMENTS

Not applicable.

NOTE 8: LEASES

Included in the expenditures reported in the financial statements are the following amounts of lease
payments made or due under operating lease obligations for copier/reproduction eguipment;

| Fund Type Amount
General Fund $22,222.67
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Future minimum lease payments under non-cancelable operating leases having an initial term in
excess of one year are as foliows:

Year End Aug. 31,

2015 (Future Year 1) 19,606.80

2016 (Future Year 2) 19,606.80

2017 (Future Year 3) 19,6086.80

2018 (Future Year 4) 19,606.80C
}

2019 (Future Year 5 19,606.80
Total Minimum Future Lease Payments $ 98,034.00

Note: New lease agreement effective 9/1/14 for copier/reproduction equipment.

NOTE 9: PENSION PLANS

The State has joint contributory retirement plans for substantiafly all its employees. The Board
participates in the plans administered by the Empiloyees Retirement System of Texas. Future pension
costs are the liabilities of the Retirement System. The System does not account for each state agency
separately. Annual financial reports prepared by the System include audited financial statements and
actuarial assumptions and conclusions.

NOTE 10: DEFERRED COMPENSATION

Two plans are available for employees' deferred compensation plan. Both plans are administered by
the Employees Retirement System.

The state's 457 plan complies with the Internal Revenue Code, Section 457. GASB Statement No. 32,
effective for financial statements for periods beginning after December 31, 1898, rescinds GASB
Statement No. 2 and amends GASB Statement No. 31, GASB Statement No. 2, Financial Reperting
of Deferred Compensation Plans Adopted under the Provisions of Internal Revenue Code Section
457, established reporting requirements for /RC Section 457 plans.

The state also administers another plan, "Texasaver," which was created in accordance with Internal
Revenue Code, Section 401(k). However, the assets of this plan do not belong to the state nor does
the state have a liability refated to this plan.

NOTE 11: POSTEMPLOYMENT HEALTH CARE AND LIFE INSURANCE BENEFITS

Not applicable.
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NOTE 12: INTERFUND ACTIVITY AND TRANSACTIONS

This information is reported on the USAS and Inferagency Transaction Certification Form filed with the

Comptroller's Office (see Note 1F for transfer activity).

Due From/To activity at August 31, 2014, follows:

‘ Due From Other Due To Other
Due From/Bue To Other Agencies Agencies Agencies Source
GENERAL {01)

Appd Fund 0001, D23 Fund 1002
To Agency 902, D23 Fund 0001 $606.004.28 | A _
Total Due Froni/To Other Agencies (EXH. B -~ |- i $606,094.28

Assets, Cash Equivalents. Due To reported by this agency, and Due From reported by

Comptroller's Office (Agency 902),

A Professional Fees collected and held by agency at year-end as either Cash on Hand or Current

Due i:rom Other Due To Other
Due From/Due To Other Funds Funds Funds Source
GENERAL (01)
Appd Fund 1009, D23 Fund 1009 B
From Agency 457, D23 Fund 2858 $119,5653.22
Appd Fund 9999, D23 Fund 2858
To Agency 457, D23 Fund 1009 - _$119,563.22 B
Total Dus From/To Other Fuinds (EXH. ) * L sites8822 | $119,553.22

B

NOTE 13: CONTINUANCE SUBJECT TO REVIEW

The Texas Sunset Act requires that all state agencies be reviewed every 12 years to determine
whether they provide essential services to the citizens of Texas and should continue operations. In

2003, the Board was continued as a separate agency of Texas state government.

Due From/To Other Funds consists of local funds in the Texas Treasury Safekeeping Trust
Company owed to the Board operating fund in USAS.
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Under the Texas Sunset Act, the Board will be abolished effective September 1, 2019, unless
legislatively continued. if abolished, the Board may continue until September 1, 2020, to close out its
operations. This information may be verified with the Sunset Review Commission at (512) 463-1300.

NOTE 14: ADJUSTMENTS TO FUND BALANCES AND NET ASSETS

Not Applicable.

NOTE 15: CONTINGENCIES AND COMMITMENTS

Sick leave, the accumulation of which is unlimited, is earned at the rate of 8 hours per month, and is
taken only in the event of illness or paid to the estate of an employee in the event of their death. The
maximum sick leave that may be paid to an employee's estate is one-half of the employee’s
accumulated entitlement or 336 hours, whichever is less. Such payments are recognized as
expenditures of governmental funds when paid. The contingent liability for future compensation of sick
leave, based on accumulated sick leave balances as of August 31, 2014, was not considered material
in relation to the Board's total financiat position.

NOTE 16: SUBSEQUENT EVENTS

Not applicable.

NOTE 17: RISK MANAGEMENT

Not applicable.

NOTE 18: MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)

Senate Bill 1438 was passed and signed into law in 1999, and then was codified into Article 8930,
T.R.C.S., the Self-Directed Semi-Independent Project Act. Senate Bill 736, 77th Legislature, Regular
Session (2001), resolved conflicts with other laws and the agency became self-directed, semi-
independent, effective September 1, 2001 (FY 2002). The Board and two similar agencies were the
focus of this pilot program to test the concept of deregulating regulatory agencies in order to enhance
their efficiency. HB 3249, 80th Legislature (2007), allowed the Board and the two other agencies in the
pilot project to continue operating as self-directed, semi-independent agencies until September 1,
2013, Effective September 1, 2013, HB 1685, 83" Legislature, Regutar Session, (2013), codified
Article 8930, T.R.C.S. into Texas Government Code, Chapter 472.

Some of the basic points of the Self-Directed Semi-independent status are:

. Reinvent government. Under this plan, regulatory agencies would be accountable to
their stakeholders and charged with operating as a business.

. The Governor continues to appoint Board members and to designate the Board's
presiding officer.

. The regulatory agency establishes the fees charged to cover all costs of its
operations.

Licensees {clients) continue {o pay the costs of regulation.

Sovereign immunity remains infact for enfoercement and disciplinary functions.
An agency under the program remains subject to the Open Meetings Act and the
Public Information Act.
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Regulatory agencies in the project are removed from the cost of state government
(appropriations).

Applicable agencies continue to collect and remit the $200 annual professional fee for
the General Revenue Fund.

Agencies continue to be audited by the Office of the State Auditor and pay the
associated costs.

Oversight agencies such as the Legislative Budget Board and the Governor's Office of
Budget and Planning are relieved of budget oversight responsibilities and associated
costs.

Licensees (clients) become directly involved in evaluating the cost of operating the
agency.

The state budget size is reduced.

The number of state employees on the state payroll is reduced.

As discussed in Note 1, SB 777, 82nd Legisiature (2017) recreated the scholarship trust fund for fifth-
year accounting students as a trust fund outside the state treasury. Additionally, SB 777 provides for
the Board to collect a $10 annual fee from licensees {o be deposited into the scholarship trust fund
which may only be used to provide scholarships to fifth-year accounting students in accordance with
Subchapter N of the Education Code.

NOTE 19: THE FINANCIAL REPORTING ENTITY

No component units have been identified for this agency.

NOTE 20: STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Not applicable.

NOTE 21: N/A

Note 21 is not applicable to the AFR reporting requirements process.

NOTE 22: DONOR RESTRICTED ENDOWMENTS

Not applicable,

NOTE 23: EXTRAORDINARY AND SPECIAL ITEMS

Not applicable.

NOTE 24: DISAGGREGAT!ON OF RECEIVABLE AND PAYABLE BALANCES

A. TAXES RECEIVABLE

Not applicable.

B. FEDERAL RECEIVABLE

Not applicable.
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C. TAX REFUNDS PAYABLE

Not applicable.

D. OTHER RECEIVABLES — NONCURRENT

Not applicable.

E. OTHER PAYABLES — CURRENT

NOTE 25;

A

NOTE 26:

NOTE 27:

NOTE 28:

NOTE 29:

NOTE 230:

Not applicable.

TERMINATION BENEFITS
VOLUNTARY TERMINATIONS
Not applicable.

INVOLUNTARY TERMINATIONS

Not applicable.

SEGMENT INFORMATION

Not applicable.

SERVICE CONCESSION ARRANGEMENTS

Not applicable.

DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED INFLLOWS OF RESOURCES
Not applicable.

TROUBLED DEBT RESTRUCTURING

Not applicable.

NON-EXCHANGE FINANCIAL GUARANTEES

Not applicable.
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Texas State Board of Public Accountancy (457)

Exhibit A-1 - Combining Balance Sheet - All General and Consolidated Funds
August 31, 2014

General
{1000) (0858) (0858) (1009) Total
U/F{1002) U/F(2106/6106/7106) U/F{0858) UJF {2858/1009) (EXH 1)
ASSETS
Current Assets:
Cash and Cash Equivalents:
Cash on Hand $ 8,150.00 § 30000 % - $ 21,608.50 30,058,50
Cash in Bank (Note 3) 6,100.00 200.00 15,753.50 22 053.50
Cash in State Treasury - - 310,738,368 310,738.36
Gash Equivalents (Note 3) 591,844.28 1,396,233.15 2,614,624.30 4,502,701,73
Short Term Investments - - -
Consumable Inventories - 71.818.97 71,819.97
Due From Cther Funds {Ncte 12} - 119,563.22 119,553.22
Total Current Assets 606,094.28 1,396,733.15 - 3,154,097.85 5,156,925.28
Non-Current Assets:
Restricted:
Cash and Cash Equivalenis: - - -
Other Mon-Current Assets - - -
Total Non-Current Assets - B - - -
Total Assets 3 606,094.28 1,396,73315 % - 3,154,097.85 5,156,925.28
LIABILITIES AND FUND BALANCES
Liabilities:
Current Liabilities:
Payables From:
Vouchers Payable - 34,905.79 34,905.79
Accounts Payable - 118,903,22 116,903,22
Payroll Payable - 275,832.57 275,832.57
Due To Other Agencies (Note 12} 606,094.28 - - 606,084.28
Due To Cther Funds (Nete 12} - 118,563.22 119,653.22
Total Current Liabilities 606,094.28 - - 550,194.80 1,156,289.08
Non-Current Liabilities:
Totat Nen-Current Liabilities - - - - -
Total Liabilities 606,084.28 - - 550,194,480 1,156,285.08
FUND FINANCIAL STATEMENT - FUND BALANCES
Fund Balances (Deficits):
Nanspendable - 71,819.97 71,819.97
Committeq:
Board Pclicy Reserve (See Note 1.D} - 1,500,000.00 1,500,000.00
Other 1,386,733.15 - 1,032,083.08 2,428,816,23
Total Fund Balances - 1,396,733.15 - 2,603,903.05 4 000 636.20
Total Liabilities and Fund Balances 3 606,004,258 1,386,733.45 § - 3,154,087.85 5 156,825.28

The accompanying notes to the financial statements are an integral part of this statement,
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Exhibit A-2 - Combining Statement of Revenues, Expenditures, and
Changes in Fund Balances - All General and Consclidated Funds

For the Fiscal Year Ended August 31, 2044

REVENUES
Licenses, Fees & Permits
Interest and Investment income
Sales of Geods and Services
Other

Total Revenues

EXPENDITURES
Salaries and Wages
Payroll Related Costs
Professional Fees and Services
Travel
Materials and Supplies
Communication and Utilities
Repairs and Maintenance
Rentals and Leases
Printing and Reproduction
Claims and Judgments
State Grant Pass-Through
Intergovernmental Payments
Public Assistance Payments
Other Expenditures
Capital Outtay
Depreciation Expense

Total Expenditures/Expenses

Excess (Deficiency) of Revenues
Cver Expenditures

OTHER FINANCING SOURCES (USES)
Sale of Capital Assels
Transfers In (Note 1.F.)
Transfers OQut (Note 1.F.)

Total Cther Financing Scurces and Uses

SPECIAL ITEMS

EXTRAORDINARY ITEMS

Net Change in Fund Balances/Net Assets

FUND FINANCIAL STATEMENT - FUND BALANCES
Fund Balances, Beginning

Adjustment to Fund Balances (Restatement) Note 14
Fund Balances, September 1, 2013

Fund Balances, August 31, 2014

General
{0858) {0858) {1009) Total
U/F (2106/6106/7106) U/F (0858) U/F (2858/1009) (EXH I

652,264.29 5,102,472.53 5,754,736.82
- 590.'_:_’6 590.78
308.10 103,854.89 104,162.99
652,672.39 5,206,018.20 5,859,490.59
- 2,435,746.02 2,435,746.02
- 672,441.11 672,441.11
- 654,765.52 654,765.52
- 74,667.10 74,567.10
- 197,234.06 197,234.08
- 32,073.37 32,073.37
- 31,096.29 31,096.29
- 127,681.03 127,681.03
- 82,910.05 82,910.05
386,609,682 386,609.82
223,666.00 - 223,666,00
- 107,500.00 107,500.00
- 584,442.19 584.442.19
610,275.82 - 5,000,456.74 5,610,732.56
42,206.57 - 206,461.46 248,758.03
1,953,452.38 6,160,731.49 §,114,183.87
(1,842,172.36) (6,004.48) (6,869,351.03) (8,817,627.87)
11,280.02 (6,004.48) (708,619.54) (703,344.00)
53,576.59 (6,004.48) (502,158.08) (454,585.97)
1,343,156.56 6,004 .48 3,106,061.13 4,455,222 17
1,343,156.56 6,004.48 3,108,0861.13 4,455,222 17
1,396,733.15 § - 2,803,903.05 4,000,636.20

The accompanying notes to the financial statements are an integral part of this statement,
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Exhibit J-1 - Combining Statement of Changes in Assets and Liabilities -

Agency Funds
August 31, 2014
Beginning
Balance

September 1, 2013

Additions

Deductions

Ending
Balance

August 31, 2014

UNAPPROPRIATED RECEIPTS
General Revenue Fund (1000} U/F (0002}
ASSETS
Current
Cash on Hand 3
Cash in State Treasury
Short Term Investments
interfund Receivable

12,741,416.50

12,741,415.50

12,741,415.50

12,741,415.50

600.00
12,741,415.50

600.0C
12,741,415.50

12,742,015 50

12,742,015.50

Total Assets S
LIABILITIES
Current )
Payables $
Funds Held for Others
Total Liabilities $
Texasaver Hold-Transmit 401K (0942) UIF (0942)
ASSETS
Current
Cash on Hand $

Cash in State Treasury
Accounts Receivable, net

27,150.08

27,150.08

27,150.08

27,150.08

Total Assets $
LIABILITIES
Current ‘
Payables $
Funds Held for Others
Total Liabilities $

13,675.04

13,575.04

13,575.04

13,5675.04

TOTALS - ALL AGENCY FUNDS

ASSETS
Current
Cash on Hand $
Cash in State Treasury
Short Term Investments
Accounts Recelivable, net
Interfund Receivable

12,74%,415.50

27,150.08

12,741,415.50

27,150.08

12,768,565.58

12,768,565.58

600.00
12,754,890.54

600.00
12,754,980.54

Total Assets ]
LIABILITIES
Current
Payables $
Funds Held for Others
Total Liabilities $

12,755,590.54

12,755,590.54

The accompanying notes to the financial statements are an integral part of this statement.
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Texas State Board of Public Accountancy (457)
Schedule 1-B - Schedule of State Grant Pass-Throughs
From/To State Agencies

For the Fiscal Year Ended August 31, 2014

State Pass-Through Grants To:

5th Yr Accounting Students Scholarship Program
711 Texas A&M University
714 University of Texas at Arlington
715 Prairie View A&M University
721 University of Texas at Austin
724 University of Texas at El Paso
730 University of Houston
733 Texas Tech University
735 © Midwestern State University
736 University of Texas - Pan American
737  Angelo State University
738  University of Texas at Dallas
743  University of Texas at San Antonio
747 University of Texas Brownsville
749 Texas A&M University - San Antonio
751 Texas A&M University - Commerce
753 Sam Houston State University
7564  Texas State University
755  Stephen F. Austin State University
787  West Texas A&M University
759 University of Houston - Clear Lake
765  University of Houston - Vietoria
784 University of Houston - Downtown

Total State Pass-Through Grants To Other Agencies (Exh. Il}

39,394.82
9,000,00
7,500.00

35,982.00

17.500.00

64,800.00

25,942.00
3,500.00

(1,711.00)
2,775.00

47,500.00

15,000.00
8,208.00
3,000.00
3,000.00

18,029.00

25,600.00

21,163.00
8,927.00

18,000.00
6,000.00
7,5600.00

386,600.82
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Schedule 4 - Schedule of Modified to Full Accrual Adjustments - Governmental Funds
- Balance Sheet/Statement of Net Assets

August 31, 2014

Long-Term
Governmental Capital Assets Liabilities Statement of Net
Funds Total Adjustments Adjustments Assets
ASSETS
Current Assets:
Cash and Cash Equivalents
Cash On Hand 8 30,058.50 % - § - 5 30,058.50
Cash In Bank (Note 3) 22,053.50 22,053.50
Cash In State Treasury 310,738.36 310,738.36
Cash Equivalents (Note 3) 4,602,701.73 4.602,701.73
Short Term Investments -
Due From Other Funds (Note 12) 119,653.22 119,553.22
Consusmable Inventeries 71,819.97 71,819.97
Total Current Assets $ 5,156,92528 % - $ - $ 5,156,925.28
Non-Current Assets:
Interfund Receivables
Capital Assets (Note 2}
Depreciable:
Furniture and Equipment 392,327.44 392,327.44
Less Accumulated Depreciation (260,418.92) (260,418.92)
Vehicle, Boats and Aircraft 16,348.14 16,348.14
Less Accumulated Depreciation (16,348 .14y {16,348.14)
Total Mon-Current Assets $ - $ 131,908.52 § $ 131,908.52
Total Assets $ 5,156,92528 % 13190852 3 - $ 5,288,833.50
LIABILITIES AND FUND BALANCES
Liabilities
Current Liabilities:
Payables From
Vouchers 34,905.79 34,905.7¢
Accounts 119,803.22 119,903.22
Payroll 275,832.57 275,832.57
Due To Other Agencies (Note 12) 606,004.28 606,094.28
Due To Other Funds {Note 12} 119,553.22 118,553.22
Employees' Coempensable Leave (Note §) 161,385.67 161,385.67
Total Current Liabilities $  1,156,289.08 % - $ 161,385.687 % 1,317,674.75
Non-Current Liabilities
Employeas’ Compensabie Leave (Note 5} - 164,5156.95 164,515.95
Total Non-Curreni Liabilities $ - $ - § 164,515.95  § 164,516.95
Total Liabitities $ 1,156,286.08 % - $ 32590162 § 1,482,190.70
Fund Financial Statement
Fund Balances (Deficits):
Nonspendabie 71,819.97 71,819.97
Committed:
Board Policy Reserve (See Noie 1.D) $  1,500,000.00 1,500,000.00
Other 2,428 816.23 2,428, 816.23
Total Fund Balances 4,000,6836.20 4.000,636.20
Total Liabitities and Fund Balances $ 5156,925.28
Government-Wide Statement of Net Assets
Net Assets
invested in Capital Assets, net of Related Debt 131,908.52 131,908.52
Unrestricted (325,901.62) {325,901.62)
Total Net Assets $ 131,80852  §  (325901.62) &% 3,806,643.10

The accompanying notes to the financial statements are an integral part of this financial statement.
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Schedule 4 - Schedule of Modified to Full Accrual Adjustments - Governmental Funds

- Statement of Revenues, Expenditures, and Changes in Fund Balances/Statement of Activities
For the Fiscal Year Ended August 31, 2014

Long-Term
Governmentat Capital Assets Liabilities Statement of
Funds Total Adjustments Adjustments Activities
REVENUES
License, Fees & Permits § 5,754,736.82 $ 5,754,736.82
Interest and Other Investment Income 590.78 590.78
Sales of Goods and Services .
Other 104,162.99 104,162.99
Total Revenues $ 585949059 % - 3 - $ 585940059
EXPENDITURES
Salaries and Wages 2,435,746.02 {4,295.68) 2,431,450.34
FPayroll Related Costs 872,441.11 672,441 11
Professicnal Fees and Services £864,765.62 664,765.52
Travel 74,567.10 74,567.10
Materials and Suppiies 197,234.06 197,234.06
Communication and Utilities 32.073.37 32,073.37
Repairs and Maintenance 31,096.29 31,096.29
Rentals and Leases 127,661.03 127,681.03
Printing and Reproduction 82 510.05 82,910.05
Claims and Judgments - -
State Grant Pass-Through Expenditures 386,609.82 388,609.82
Intergovernmental Payments 223,666.00 223,666.00
Public Assistance Payments 107,500.00 107,500.00
Other Expenditures 584,442.19 584,442 19
Capital Qutlay - -
Depreciation Expense - 29,814.659 29,814.59
Total Expenditures/Expenses $ 5B810,73256 § 2981458 &% (4,29568, $ 5636,251.47
Excess (Deficiency) of Revenues over Expenditures $ 24875803 % {29.814.59) § 429568 % 223,236.12
OTHER FINANCING SOURCES (USES)
Decrease in Net Assets - Property Adjustment (8,124.33) (8,124.33)
Transfers in (Note 1.F.) 8,114,183.87 8,114,183.87
Transfers Cut (Note 1.F ) (8,817 627.87) (8,817 527.87)
Gain (Less) on Disposal of Capital Assets -
Total Other Financing Sources (Uses) 3 (703,344.00) (8,124.33) - $  (711,468.33)
SPECIAL ITEMS
EXTRAORDINARY ITEMS
Net Change in Fund Balances/Net Assets ] (454,585.97) $ (488,229.21)
Fund Financial Statement - Fund Balances
Fund Balances, Beginning $  4,455222.17 $ 445522217
Adjustment to Fund Balances (Restatement) Note 14 - -
Fund Balances, September 1, 2013, As Adjusted $ 445522217 $ 445522217
Fund Balances, August 31, 2014 $  4,000,636.20 $ 3,966,992.96
Government-Wide Statement of Net Assets
Net Assets/Net Change in Net Assets $ 4,000,636.20 (37,938.92) 428568 § 3,966,992.96
Net Assets, Beginning 169,847 44 (330,197.30) (160,349.86)
Restatements -
Net Assets, September 1, 2013, as Restated 169,847 44 (330,147.30) (160,349.86)
Net Assets as of August 31, 2014 $ 131,90852 § (325980162) $ 3,806,643.10

The accompanying notes to the financial statements are an integral past of this financial statement.
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TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY (457)

ADDENDA
ORGANIZATION OF THE BOARD

The Texas State Board of Public Accountancy operates (the Board) under the authority of the Public
Accountancy Act {the Act), Chapter 901 of the Texas Occupations Code (West 2013). The Act provides for
15 Board members appointed by the Governor, with the advice and consent of the Senate, for six-year
overlapping terms. Appointments expire on January 31 of odd-numbered years. Board members are

required to be citizens of the United States and residents of Texas.

The Act provides that ten members shall be Certified Public Accountants, at least eight of whom shall be
sole practitioners or owners or employees of firms engaged in public practice on the date of their
appointment to the Board. Five members shall be public member representatives who are not Certified
Public Accountants and who are not financially involved in an organization subject to Board regulation.

Members of the Board may receive $30 per diem for each day on which the member conducts Board
business. The Board, by rule, may determine activities that constitute Board business. In addition, members
are reimbursed for actual and necessary expenses incurred in discharging their official duties. (NOTE;
Meals and lodging expenses are reimbursable up to the maximum amounts per day as determined by the
General Services Administration’s [GSA] federal travel rates for both in-state and out-of-state travel).

Members of the Board as of August 31, 2014, were:

TERM
EXPIRES
NAME RESIDENCE JANUARY 31,

Thomas G. Prothro, CPA, Presiding Officer Tyler 2015
J. Coalter Baker, CPA, Assistant Presiding Officer Austin 2017
Everett R. Ferguson, CPA, Treasurer Abilene 2015
Maribess L. Miller, CPA, Secretary Palias 2015
Rocky L. Duckworth, CPA, Executive Committee Member Houston 2017
Jon R. Keeney, Executive Committee Member Taylor Lake Village 2015
John R. Broaddus, CPA El Pasc 2017
Jonathan B. Cluck, Esq. Fair Oaks Ranch _ 2017
James C. Flagg, Ph.D., CPA Brenham 2015
Susan Fletcher Frisco 2019
Donna J. Hugly, CPA Addison 2019
William Lawrence Highland Village 2019
Robert M. McAdams, CPA San Antonio 2019
Steve D. Pefia, CPA Georgetown 2019
Phillip W. Worley Hebbronville 2017
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FUNCTIONS OF THE BOARD

The Board has the responsibility and authority to regulate the practice of public accountancy in Texas. This
is accomplished through the following means:

LICENSING AND QUALIFICATIONS

Evaluation - Under Section 901.252 of the Act, the Board evaluates the education and moral
character of individuals who desire to take the Uniform CPA Examination. The evaluation is
completed throughout the year, and applicants are informed of education deficiencies that need to
be completed before applying to take the examination.

Qualifications - The Board, in conjunction with the American Institute of Certified Public
Accountants (AICPA), the National Association of State Boards of Accountancy (NASBA) and
Prometric, offers the Uniform CPA Examination on a year-round basis at various testing centers
throughout the state. Only applicants who are determined by the Board as eligible 1o test may
schedule and take the CPA examination. Eligibility is reassessed with each application submitted to
the Board.

Certification - The Board certifies;

. Applicants who have passed all sections of the Uniform CPA Examination in Texas and
have met all other statutery requirements under Section 901.252 of the Act for the CPA
certificate in Texas,

. Applicants who have passed all sections of the Uniform CPA Examination in another
jurisdiction and transferred those sections to Texas under Section 901.258 of the Act and
have met all other statutory requirements under Section 807.252 of the Act for the CPA
certificate in Texas, and

. Individuals licensed as certified public accountants in other jurisdictions who wish to practice
public accountancy in Texas and receive a Texas CPA certificate under Section 907.259 of
the Public Accountancy Act (Cetification Based On Reciprocity).

Registration - The Board requires registration of the following entities:
) professional corporations, partnerships, limited liability companies, limited liability
partnerships, and sole proprietorships engaged in the practice of public accountancy; and

. individuals qualifying under Section 901,355 of the Act.

Licensure - The following individuals and entities must be licensed by the Board in order to lawfully
practice public accountancy in Texas:

certified public accountants;

public accountants;

individuals registered under Section 907.355 of the Act, and

offices: professional corporations, partnerships, professional limited liability companies
{PLLC), registered professional limited Hability partnerships (PLLP), and sole proprietorships
engaged in the practice of public accountancy.

Continuing Professional Education (CPE) - CPAs are required to comply with the Board's
program of mandatory continuing professional education. Licensees are required to meet CPE
requiremnents to ensure that persons who hold a certificate have met the current standards of the
profession. CPE is intended to help ensure that licensees are able to serve the public in a
competent manner. CPE requirements also ensure that CPAs remain knowledgeable of current
accounting methods and maintain technical competence.
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The Board enhanced its online services for individual licensees to enter CPE courses at any time to
satisfy the annual CPE requirement and each licensee’s CPE report is reviewed to determine if the
course taken was a Board-approved course. In recent years, the Board has also expanded CPE
reguirements for its licensees and has established stronger ethics requirements for exam
candidates and licensees. In addition, CPAs must take a four hour, Board-approved ethics course
every two years, These combined efforts have resulted in a decrease in complaints and
enforcement actions.

Sponsor Review Program - The sponsor review program is charged with ensuring that CPE
sponsors are in compliance with the Board's rules for the purpose of enhancing the professional
competence of licensees. The program monitors Board registered CPE sponsors and their courses
with the goal of emphasizing high-quality education and compliance with professional standards.
Every sponsor has a representative sample of their courses reviewed every three years.

Peer Review - The Board has issued rules governing peer review and has implemented a program
whereby the work product of persons or firms practicing public accountancy is measured for
adherence to quality control standards adopted by practitioners and the profession. This includes
monitoring CPAs' compliance with applicable accounting, auditing and other attestation standards.
The program may include education, remediation, disciplinary sanctions or other corrective action
where reporting does nat comply with professional or regulatory standards. Firms subject to peer
review are reviewed every three years.

ENFORCEMENT
When a licensee violates statutory provisions related to the practice of public accountancy or the
Rules of Professional Conduct, the Board has the authority to revoke a certificate, suspend a
license, refuse to renew a license or registration, or take other disciplinary action. In addition, the
Board has the authority to enforce specific statutory prohibitions against practicing or offering to
practice public accountancy without a valid license.

PUBLIC EDUCATION
The Board operates a coordinated system of public information to provide all interested parties with
information concerning the Public Accountancy Act, as well as Board rules and procedures
pertaining to qualification, examination, licensing, enforcement, and peer review. The Board's
audiences may include, but are not limited to, current and potential licensees and exam candidates,
the Texas state government, the general public, and other U.S. and worldwide accountancy
organizations and agencies.

The Board’s communications are a planned and sustained effort to establish and maintain goodwill
and understanding between the organization and its constituents. The Board uses communications
to anticipate and address public opinion, and issues that might impact the administration of the Act.
This is accomplished through a variety of media channels, including the Board's website, email
blasts, press releases, public notices, meeting minutes, social media, and publications, such as the
Texas State Board Report, the agency's Strategic Plan, NASBA's EDigital newsletter, and the
Candidate Chronicle.

SCHOLARSHIPS FOR FIFTH-YEAR ACCOUNTING STUDENTS
The Texas Legislature passed House Bill 2440 (81% Legislature R.S. 2009} and SB 777 (82"
Legislature R.S. 2011} transferring administration of the accounting scholarship trust fund for fifth-
year accounting students from the Texas Higher Education Coordinating Board (THECB) to the
Board. The funds are derived from a $10 fee (also legislatively mandated) that is added to each
Texas CPA's annual license renewal.
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The fifth-year scholarships were established in 1991 fo aid disadvantaged students needing
assistance in financing a fifth year of college often necessary to meet increasing educational
requirements to take the CPA exam. Funds are allocated to Texas colleges and universities, whose
financial aid offices make the decisions on providing scholarships to individual students,

The Board passed Rule 579.8 which provides for the transfer of administrative penalties collected
under SUBCHAPTER L of the Public Accountancy Act to the scholarship fund authorized under
SUBCHAPTER N of the Act. The funds were to provide financial assistance to students intending to
take the exam.

The Texas lLegislature passed House Bill 1685 (83" Legislature R.S. 2013) which provides in Texas
Government Code, Section 472.110 (d) that all administrative penalties collected shall be deposited
in the general revenue fund, effective September 1, 2013,
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LIST OF BONDED EMPLOYEES

During the year, the Board had in force a surety bond covering all employees
through the Garrett Abney Company in the amount of $300,000. The following

employees were covered as of August 31, 2014,

EMPLOYED AT AUGUST 31, 2014

Natalie Ball
Bryce Beasley
Paulette Beiter
Sandra Bradshaw
Josephine Briones
Roel Cantu
Ismael Castillo, Jr.
Anita Ceballos
Jennifer Costilla
Melinda Curtis
Karen Davis
Patrick Dorée
Tiffney Duncan
Daija Efferson
Jeffery Ezell
Rhonda Fellner
Jackie Frazier
Gilbert Gutierrez
Alan Hermanson
Jerry Hill

Donna Hiller
Jean Ickes
Joseph Jaffe
Betty Lackey
Maria Lagunas
Susan Langley
Marissa Mahoney
Mark Manzella
Kyle McGaw
Virginia Moher
Michelle Mareno
Karen New

Julie Prien
Marisa Rios
Anthony Sanchez
April Serrano

C. Lewis Smalley
Tina Smith
William Treacy
Cherylyn Turner

Margaret Warpenburg

Daniel Weaver

Administrative Assistant Il
Inspector Il

Attorney 1V

inspector 1V
Administrative Assistant |
Program Supervisor l
Executive Assistant |
Administrative Assistant Il
Inspector ilI

Program Specialist |
Director |

Administrative Assistant Il
Program Specialist 1
Administrative Assistant Il
Administrative Assistant li
Administrative Assistant |li
Accountant Vi

Program Specialist |

Dir. of Administrative Services/CFO
General Counsel IV
Director |

Program Specialist !
Administrative Assistant 1l
Administrative Assistant |
Staff Services Officer |}
Accountant Il

Investigator Il

Accountant Hi

Systems Analyst V
Attorney IV

Inspector |

Program Specialist |
information Specialist Il
Legal Assistant |
Inspector IV

Program Specialist Il
Systems Analyst V
Inspector IV

Executive Director
Inspector |}

Systems Analyst V
Director |
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STATISTICAL INFORMATION

REGISTRATION AND LICENSURE

Current Statistics

The number of licenses issued by the Board in fiscal years 2014 and 2013 were as follows:

AUGUST 31
2014 2013
Certified Pubiic Accountants 70,411 69,071
Public Accountants 3 5
Offices 10,034 9,060
Other States/Foreign Countries 58 58
Total Licenses 80,506 79,094

The number of firms practicing public accountancy in Texas at the end of fiscal years 2014 and 2013 were
as follows:

AUGUST 31
2014 2013
Corporations 3,731 3,497
Partnerships 560 535
Sole Proprietorships 5.401 5,593
Total Firms* 2692 9,625

*The total number of firms does not equal the number of offices because some firms have more than one
office.

The number of individuals certified or registered by the Board in fiscal years 2014 and 2013 were as follows:

AUGUST 31
2014 2013
CPA Certifications 1,771 1,655
Reciprocity 308 328
Total Certifications and Registrations 2.079 1,983

Statistical Trends

As shown in Table |, the number of licensees governed by the Board has increased by 91.2%, from 42,104
in 1988 to 80,506 in 2014. Note that between 1989 and 1920, the number of licensees increased by 20%.

In 1990, the Board began licensing each office for all Texas firms and required sole proprietorships to be
licensed.
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TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY (457)
TABLE |

LICENSES ISSUED FROM 1988 TO 2014
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YEAR
INCREASE
TOTAL OVER

YEAR LICENSES PREVIOUS YEAR
1988 42,104 1.08%
1989 44,347 5.33%
1990 53,478 20.59%
1891 53,706 0.43%
1892 54,952 2.32%
1993 58,235 5.97%
1994 59,787 2.67%
1995 59,668 . -0.20%
1996 60,785 1.87%
1997 63,091 3.79%
1998 64,105 1.61%
1999 64,874 1.20%
2000 65,832 1.63%
2001 66,719 1.19%
2002 67,763 1.56%
2003 68,651 1.31%
2004 69,857 1.76%
2005 70,081 0.32%
2006 70,577 0.71%
2007 70,798 0.31%
2008 71,715 1.30%
2009 73,1186 1.95%
2010 74,720 2.19%
2011 76,791 2.77%
2012 77,976 1.54%
2013 79,094 1.43%
2014 80,506 1.79%
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QUALIFICATIONS

Current Statistics

The following table indicates the number of candidates who sat for the Uniform CPA examination during the
last two fiscal years. The counts are shown by four 2-month testing windows.

CPA EXAM TESTING WINDOWS

FY 13 FY 14
JUL/ APR/  JAN/  OCT/ JUL/ APR/ JAN/  OCT/
AUG MAY FEB NOV AUG MAY FEB NOV
2013 2013 2013 2012 2014 2014 2014 2013
Total Successful Candidates * 485 500 304 440 301 752 1,214 851
Total Unsuccessful Candidates 2446 2414 2180 2275 2845 2047 1601 1348
Total Candidates sitting for the 2931 2914 2484 2.715 3146 2799 2815 2,299

Examination

* Candidates who are classified as *Successful Candidates” are those who received credit during
the testing window for any remaining sections of the exam required for certification. These
candidates may have passed two or more sections of the examination in a previous testing window.
Candidates who are classified as “Unsuccessful Candidates” have not passed alt of the sections of
the examination required for certification by the end of the testing window. {A candidate must pass
four sections of the examination to be certified.)

Candidates Sitting for the CPA Exam

A candidate can be counted in muitiple testing windows during a fiscal year. The number of examination
candidates increased from 11,044 in 2013 to 11,059 in 2014, (See Table 1)
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| TABLE II

CANDIDATES TAKING THE CPA EXAM
FROM 1991 TO 2014

16,000 (T=
14,000 4
12,000
10,000 |
8,000 1
6,000
4,000 -
2,000 -

0 e e T ==
91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 0% 10 11 12 13 14

YEAR
CHANGE
CANDIDATES FROM
YEAR TESTING PREVIOUS YEAR
1991 15,728 : -3.33%
1992 12,570 -20.08%
1993 11,817 -9.97%
1994 11,305 -0.11%
1995 10,344 -8.50%
1996 10,509 1.60%
1997 10,841 3.16%
1998 11,365 4.83%
1999 7,528 -33.76%
2000 - 6,790 -9.80%
2001 5,719 -15.77%
2002 6,017 . 521%
2003 6,497 7.98%
2004 5,763 -11.30%
2005 7,198 24.90%
2006 7,421 3.10%
2007 8,909 20.05%
2008 10,056 12.87%
2009 _ 10,578 5.19%
2010 11,743 11.01%
2011 11,775 0.27%
2012 10,922 -7.24%
2013 11,044 1.12%
2014 11,059 0.14%
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ENFORCEMENT
COMPLAINTS CPENED

During this period, the Board issued 34 Cease and Desist Orders against individi:als who were misrepresenting themselves to be
accountants or offered services that mislead the public into believing they were licensed by the Board,

Also during this period, the Executive Gommittee of the Board did not conduct any emergency suspension hearings.

From September 1, 2013 through August 31, 2014, the Board opered 2,890 investigative files against licensees and non-licensees
alleged to be in violaticn of the Public Accountancy Act. Of those complaints, 1,366 remained open at year end. The pending cases
consist of 1,059 administrative complaints and 307 disciplinary complaints. All 307 disciplinary complainis will require commitiee and
Beard review.

Complaints originated from the following sources:
Note: Some licensees may have more than one complaint filed, therefore the total complaints opened do not equate fo the lotal of sources.

Securities and Exchange Commission  3North Carolina Boarg of Accountancy 1

Public Company Accounting
Oversight Board

(%)

Texas Education Agency 2

Department of Labor 26| Texas Comptroller of Public Accountant: 1

COMPLAINTS CLOSED

From September 1, 2013 through August 31, 2014, the Board closed 2,847 complaints, The average time o close a compiaint during
fiscal year 2014 was 5.37 months, The disposition of these complaints is presented in the following chart:

Administrative Complaints;

Voluntary Comgliance 2,082
Dismissed 110
Revoked 220
Suspension 132
Pubiic Reprimand 3
Other kh |
Limited Scope 5
Probation -

Total Administrative Complaints 2,634

Disciplinary Complaints:

Voluntary Compliance 190
Dismissad 143
Revoked {Includes invaluntary surrender) 21
Suspension 6
Public Reprimand 17
Cther 54
Limited Scope 12
Probation -

Total Disciplinary Complainis 413
Totat 2,947
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ALLEGED AND ACTUAL VIOLATIONS

The complaints closed in fiscal year 2014 contained alleged and aclual violations set forth in the chart below. Many complaints contained more
than cne alleged or actual violation cf the Rules and the Public Accountfancy Act.

NUMBER: O]
Ba Lo , L
501,60 Auditing Standards 20 0 12 0 14.81
501.61 Accounting Principles 10 o 4 0 23.30
501.62 Other Professionai Standards 19 c 5 o 10.20
501.62(d) [Statements on Standards for Tax Services (SSTS) 1 0 0 o 26,16
501.62(1) (B)[Statements on Standards for Accouiting and 1 0 1 [} 10.73
Review Services (SSARS)
501.70 Independence 0 0 0 943
501.71 Other Compensation 0 1 0 8.03
501.72 Regarding Contingency Fees 0 0 0 15,76
501.73 Integrity and Objectivity 65 0 3 0 6.83
501.74 Competence a9 0 13 0 8.19
501.74(b) {Due Professional Care 10 0 1 0 779
501.74{d} {Maintaining Appropriate Documentaticn 1 0 1 0 9.83
501.75 Cenfidential Client Communications 10 o 1 0 6.16
501.76 Records and Workpapers 32 0 4 o 6.97
501.76{b)|Workpapers 2 0 0 0 2.48
501.77 Acting Through Others 10 0 2 0 11.68
501.80 Practice of Public Accountancy 13 0 10 962
501.81 Firm License Requirements 205 0 108 3.65
501.82 Adverlising 0 G 0 5.83
501.83 Firm Names 22 0 13 0 4.33
501.90 Discreditable Acts: 24 0 2 0 4.81
501.90 (2) idishonesty, fraud or gross negligence in the 49 o 4 0 8.92
practice of public accountancy
501.90 (3) |violation of any of the provisicns of Subchapter J 1 0 0 [ 12.26
or §901.458 of the Act (relating o Loss of
Independence} applicable 1o a person certified or
registered by the board
501.90 (4) |final conviction of a felony or imposition of 10 0 8 0 7.74
deferred adjudication or community supervision
501.90 (5) [final conviction of a crime or imposition of 4 0 2 0 3.8
deferred adjudication or community supervision
501.90 {8) [cancellation, revocation, suspension or refusal io 1 0 1 0 4.03
renew authority to practice as a CPA or a public
accouniant by any other state for any cause other
than failure to pay the appropriate registration fee
501.90 (7} isuspension or revocation of or any consent B 0 7 0 521
decree concerning the right fo practice before any
state or faderal regulatory or licensing body for a
cause which in the opinion of the board warrants
501.90 (8) knowingly participating in the preparation of a 14 0 3 0 8.21
false or misleading financial statement or tax
501.9C {9) |[fiscal dishonesty or breach of fiduciary 15 0 3 0 8.57
responsibility of any type
Subtotal, Rule Viclaticns 441 218 89 119

(continued en next page)
Explanation of Columns:
Column C is a count of the number of timas that this alleged violation occurred for complaints that were opened during FY 2014,
Column D is a count of the number of times that this alieged violation occurred for complaints that were closed during FY 2014, with this being one of the rules
actually viciated.
Column E is the average amount of ime that it iook to close all of the invesligative files that were closed during this fiscal year, regardless of the fiscal year in
which they were apened and where that particular rule was listed as being the primary rule that was violated.

Zeros cceur in column C when there were no complaints closed during FY 2014 that had this violalicn as one of many alleged viofations.
Zeros cceur in column D when there were no complaints closed duning FY 2014 that had this alleged viciation as an actual violation.
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ALLEGED AND ACTUAL VIOLATIONS

{continued}

The complaints closed in fiscal year 2014 contained alleged and actual viclations set forth in the chart below. Many compiaints contained more than
one alleged or actual viciation of the Rules and the Public Accounfancy Act.

§01.90 (10)failure to comply with a final order of any state or 2 0 0 ] 4.97
501.90 (11){repeated failure to respond to a client's inguiry 34 0 5 0 8.32
501.90 (12)|intentionally misrepresenting facts or making a 13 0 1 0 8.25
501.90 (13)|giving intentional faise sworn testimony or perjury 3 Q 0 0 5.10
in court or in connection with discovery in a court
proceeding or in any communication to the Board
or any other federal or state regulatory or licensing
body
504.90 (14} [threats of bodily harm or refribution to a client 1 0 0 0 2,70
501.90 (18) [voluntarily disclesing information communicated to 1 0 1 0 7.13
the person by an employer, past or present, or
through the person's employment in connection
with accounting services rendered tc the employer
501.80 (17) [breaching the terms of an agreed consent order 8 0 4 0 10.40
entered by the Board or violating any Board Order
501.81 Reportable Event 2 ¢ 0 ¢ 5.58
501.91(4) |Unappealable Adverse Finding 2 o} 0 0 6,36
501,63 Responses 0 21 0 15 13.33
501.93 (a) |Responses - To the Board 1 0 1 0 26.16
501.93 (b) |Responses - Decumentation/Work Papers 2 4] 0 0 13.56
501.93 {d) |Response - Change of Information 1 0 1 Q 26.16
501.94 Mandatory CPE 0 1,838 0 132 517
515.15 No direct supervision by a resident manager 2 o] 0 0 5.50
515.3 Fallure to Complete License Renewal 0 143 0 13 5.19
515.8 Retired or Disability Status 1 0 0 0 0.70
519.41 Disciplinary Powers of the Board 4 4 0 3.21
523.112(a) Required CPE Participation 3 0 0 0 4,67
527.4 Enrollment and Participation 0 20 o] 8 11.23
527.5 Successive Deficient Reviews ¥ 4 ] 4 7.85
Subtotal, Rule Violations 80 2,027 17 172
Total, Rule Violations 521 2,245 106 281

Explanation of Columns:
Golumn C 1s a counl of the number of imes that this alleged violation occurred for complaints that were opened during FY 2014.
Column D is a count of the number of times that this alleged viclation occursed for complaints that werse closed during FY 2014, with this being one of the rules

actually violated.

(coniinued on next page)

Column E is the average amount of time that it took to close all of the investigative files that were clesed during this fiscal year, regardiess of the fiscal year in

which they were opened and where thal particular rule was listed as being the primary rule that was violafed.

Zaros occur in column G when there were no complaints closed during FY 2014 that had this violation as cne of many alleged violations,
Zeros occur in column [ when there were no compiaints closed during FY 2014 thal had this alleged vioiation as an actual violation.
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ALLEGED AND
(continued)

The chart below includes alleged and actual violations of the Public Accountancy Act.

TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY (457)

ACTUAL VIOLATIONS

901,159

Expianation of Columns:
Column C |8 a count of the number of fimes that this alleged violation cocurred for complaints that were opened during FY 2014,
Column D s a count of the number of times that this alleged violation ccourred for complaints that were closed during FY 2014, with this being one of the rules

actually violaled.

Quality Review 0 1 0 6.36
901.351 Firm License 0 200 125 3.56
901.401 Unlicensed Practice 0 2 o] 1 6.35
901.451 Use of CPA Designation 74 1} 29 0 11.18
901.452 Use of Title or Abbreviation for Public Accountant 1 0 0 0 1.73
901.453 Use of Accountant or Auditor Restricted 176 0 93 0 8.32
901.453 () Use of Accountant or Auditor Restricted 1 0 0 0 8.46
901,456 Reports on Financial Statements 28 0 10 0 4,80
901.457 Accountani-Client Privilege 1 0 1 0 7.30
901.460 Performing Aitest Services 5 0 4 o] 7.00
901.502 (10) Final Conviction 11 0 K o 6.84
901.6502 (10 (A)Final Felony Conviction 4 o] 1 0 5.60
901.802 {11) Lack of Fitness to serve the public as a 166 ¢} 32 0 7.18

professional accountant
901,502 {12) Cther Rule or Order Violation 20 0 8 0 10.73
801,502 (12) (b)|Violation of Professional Standards 4 0 0 0 19.81
601,502 (12) (c}|Violation of a Rule or Order Adopted by the Board 0 0 0 4.67
801.502 (2) Dishonesty, Fraud, Gross Negligence: Services 55 0 3 0 6.85
901.502 (2) (A) {Knowingly Prepare a False Financial Statement 1 0 c 0 0.03
901.502 (3), (4) |3 Year No Pay 0 345 o 205 5.21
901.502 (5) Viotation of Subchapter J: Practice of Public Accou 4 0 2 0 7.35
901.502 (6) Violation of Rule of Professional Conduct 218 0 59 0 7.58
801,502 (8) Action by Ancther State 3 0 1 0 5.01
801.502 (9) Right to Practice Before State or Federal Agency 1 0 0 0 0.03

Total, Public Accountancy Act violations 774 548 255 331

GRAND TOTAL VICLATIONS 1,295 2,793 381 622

Column E s the average amount of lime that it took to close all of the investigative files that were closed during this fiscal vear, regardiess of lhe fiseal year in
which they were opened and where that particular ruls was Iisted as being the primary rule that was violated.

Zeros gocur in column C when there were no complaints closed during FY 2014 that had this violation as one of many alleged violations.
Zeros oceur in column D when there were no complaints closed during FY 2014 that had this alleged viclation as an actual violation
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TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY (457)

COLLECTIONS
LICENSES, FEES, AND PERMITS

The Board collects fees for examination, certification, registration and licensure. The Board determines the
actual fees to be charged, as follows;

STATUTORY
MAXIMUM ACTUAL*
CPA Examination Feas:
Application of Intent $100 $50
Eligibility fee — per part $20 effective 09/01/12
License Fees:
Individual license $125 $41 effective 11/01/12
Scholarship $10 $10
Firm Office License $200 $50
Other Fees:
Reciprocal registration $250 $100
CPA certificate fee $50 $50
Transfer of Credit - Application of Intent $100 $100
Sponsor Review Fees:
No. of Course Titles Offered:
1-10 $400
11-40 $750
41+ $1,250

* As of August 31, 2014

The Board collected $18.5 million during fiscal year 2014, Table lil presents these collections by type,
providing percentages of specific fees to total funds collected.
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TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY (457)
TABLE 1lI

FUNDS COLLECTED BY TYPE
For the Fiscal Year Ended August 31, 2014

OTHER COLLECTICNS

3.2%

CPA LICENSE
14.8%

FIRM OFFICE LICENSE

3.9%

SCHOLARSHIF FEE
(EXH. A2 & I)
3.5%

EXAM FEES
3%

PENALTIES - LATE
PAYMENT
3.2%
PROFESSIONAL FEE ($200)
L

66.4%

| FY 2014 ][ FY 2013

CPA LICENSE $  2,739,792.71 148% $  2,569,155.25 14.0%
FIRM OFFICE LICENSE 718,527.84 3.9% 711,986.33 3.9%
SCHOLARSHIP FEE (EXH. A2 & II) 652,572.39 3.5% 852,673.16 3.6%
EXAM FEES 552,940.00 3.0% 529,825.00 2.9%
PENALTIES - LATE PAYMENT 601,720.67 3.2% 639,556.00 3.5%
PROFESSIONAL FEE ($200) 12,700,286.24 68.4% 12,518,036.42 68.2%
OTHER COLLECTIONS 593,935.98 3.2% 722,395.31 3.9%

TOTAL FUNDS COLLECTED $18,559,776.83 *  100.00% $18,343,627.47 *  100.00%

Professional Fee includes administrative penalties in the amount of $97,032.17.

8 Excluding Funds Collected for Professional Fee:

Fund 2858: TSBFPA Operating Trust Fund  $  5,206,918.20 $5,172,817.89
Fund 6106: TSBPA Scholarship Fund 652,572.39 652,673.16 See Note 1 B
Reference Exhibits if and A-2. $  5,859,490.59 $ 5,825,581.05
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TEXAS STATE BOARD QF PUBLIC ACCOUNTANCY (457)
EXPENDITURES

BY ACTIVITY

For the fiscal year ended August 31, 2014, the total expenditures of the Board were approximately $5.6
million, as shown in Table IV and Exhibit A-2.

Administration includes executive support staff, mformahon resources, accounting, administrative services,
and Board member expenditures.

BY OBJECT OF EXPENDITURE

Table V represents expenditures by object.

The Board's expenditures for Salaries and Payroll Retated Costs were 55% of total expenditures, which is
typical of a service-criented organization,

The next largest expenditure groups in fiscal year 2014 were for Professional Fees, which includes expert
witness fees and legal services; Other Expenditures, which includes payment for the Statewide Cost
Allocation Plan and for workers' compensation and risk management services, and Materials and Supplies,
which includes postage and consumables.
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TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY (457)

TABLE IV
EXPENDITURES BY ACTIVITY

For the Fiscal Year Ended August 31, 2014

PAYROLL RELATED COSTS 1.7%

12%

MAJOR CASE ENFORCEMENT
6.0%

INTERGOVERNMENTAL
PAYMENTS
4.0%

STATE GRANT PASS-
THROUGH EXPENDITURES
6.9%

PUBLIC EDUCATION

PEER REVIEW ADMINISTRATION
252%

QUALIFICATIONS &

LICENSING & CPE

15.4%

SPONSOR REVIEW PROGRAM

3.9%

6.4% ENFORCEMENT Er').(ﬁ‘/l':ﬂ
11.4%
| FY 2014 ] FY 2013
LICENSING AND CPE $862,849.09 16.4% $833,276.25 15.6%
SPONSOR REVIEW PROGRAM (SRP) 219,498.53 3.9% 219,354.83 4.1%
QUALIFICATIONS & EXAM 397,355.28 7.1% 383,293.53 7.2%
ENFORCEMENT 637,995.90 11.4% 644,802.60 12.1%
MAJOR CASE ENFORCEMENT 339,588.85 6.0% 189,752.96 3.6%
PUBLIC EDUCATION 360,640.13 6.4% 330,005.65 6.2%
STATE GRANT PASS-THROUGH EXPENDITURES 386,609.82 6.9% | 482,363.00 9.2%
INTERGOVERNMENTAL PAYMENTS 223,666.00 4.0% 155,578.00 2.9%
PAYROLL RELATED COSTS 672,441.11 12.0% 617,933.24 11.6%
PEER REVIEW 95,195.38 1.7% 99,269.40 1.9%
ADMINISTRATION 1,414,892.47 25.2% 1,368,369.04 25.7%
TOTAL EXPENDITURES $5,610,732.56 100.0% $5,333,998.50 100.0%
(Exhibit II)
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TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY (457)

TABLE V

EXPENDITURES BY OBJECT

For the Fiscal Year Ended August 31, 2014

SUPPLIES
3.5%

COMMUNICATION AND
UTILITIES
6%

OTHER EXPENDITURES
10.4%

PRINTING AND
REPRCDUCTION

1.7%

SALARIES AND WAGES

PAYROLL RELATED COSTS
PROFESSIONAL FEES AND SERVICES
TRAVEL

MATERIALS AND SUPPLIES

RENTALS AND LEASES

PRINTING AND REPRODUCTION
REPAIRS AND MAINTENANCE
COMMUNICATION AND UTILITIES
STATE GRANT PASS-THROUGH EXPENDITURES
INTERGOVERNMENTAL PAYMENTS
OTHER EXPENDITURES

PEER ASSISTANCE PAYMENTS
CAPITAL OUTLAY

TOTAL EXPENDITURES

INTERGOVERNMENTAL
PAYMENTS
4.0%
PUBL;%?E%F_@NCE PAYROLL RE IZ_A%TED COsTS
[ FY 2014 ] FY 2013 ]

$2,435,746.02 43.4% $2,313,813.47 43.4%

672,441.11 12.0% 617,933.24 11.6%

654,765.52 11.7% 49841872 9.3%
74,567.10 1.3% 71,885,27 1.3% -

197,234.06 3.5% 226,898.48 4.3%

127,681.03 2.2% 134,043.81 2.5%

82,910.05 1.6% 78,416.82 1.5%

31,086.28 0.6% 24, 783.04 0.5%

32,073.37 0.6% 53,472.21 1.0%

386,609.82 6.9% 492 363.00 9.2%

223,666.00 4.0% 155,578.00 2.9%

584,442.19 10.4% 570,962.44 10.7%

107,500.00 1.9% 90,000.00 1.7%

- 0.0% 5,430.00 0.1%

$5,610,732.56 100.0% $5,333,998.50 100.0%

REPAIRS AND
MAINTENANCE
8%

SALARIES

43.4%

STATE GRANT PASS-
THROUGH EXPENDITURES
6.9%

(Exhibit If)
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