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The Executive Committee and Members

R. Kinney Poynter, Executive Director

National Association of State Auditors, Comptrollers, and Treasurers
449 Lewis Hargett Circle, Suite 290

Lexington, KY. 40503

Independent Auditor’s Report

We have audited the accompanying financial statements of the business-type activities, of
the National Association of State Auditors, Comptrollers, and Treasurers (NASACT), as of
and for the year ended June 30, 2008. These financial statements are the responsibility of
the NASACT’s management. Qur responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller 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
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the business-type activities of the NASACT, as of June
30, 2008, and the respective changes in financial position and cash flows, for the year then
ended in conformity with accounting principles generally accepted in the United States of
America. ‘

The management’s discussion and analysis and the budgetary comparison schedule are not
a required part of the basic financial statements but are supplementary information required
by the accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.
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Our audit was conducted for the purpose of forming an opinion on the basic financial
statements. The introductory section and statistical section are presented for purposes of
additional analysis and is not a required part of the basic financial statements. This
information has not been subjected to the auditing procedures applied by us and,
accordingly, we express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report dated
September 12, 2008 on our consideration of the NASACT’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
andit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

Respectfully submitted,

Cindy James, CPA
Assistant State Auditor

Kentucky Auditor of Public Accounts

September 12, 2008
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following discussion about the financial performance of the National Association of State Auditors,
Comptrollers and Treasurers provides a narrative overview and analysis of the financial activities for the
fiscal year ended June 30, 2008. Readers are encouraged to consider this narrative in conjunction with
the information that is furnished in the letter of transmittal, which can be found preceding this analysis,
and with the financial statements that follow.

Activities that are normally intended to recover all or a significant portion of their costs through user fees
and charges to external users of goods and services are required to report as business-type activities.
Since NASACT's activities are expected to recover their costs, the Association reports as a business-type
activity.

HIGHLIGHTS
Net Assets

The assets of NASACT exceeded liabilities at fiscal year end by $1,926,104 (presented as “Total net
assets”). Of this amount, $1,338,762 was reported as “Unrestricted.” In fiscal year 2007, net assets
exceeded liabilities by $1,670,318 and unrestricted net assets were $1,072,087. Unrestricted net assets
represent the amount available to meet ongoing obligations.

Change in Net Assets
In fiscal year 2008, NASACT's total net assets increased by $255,786.
OVERVIEW OF THE FINANCIAL STATEMENTS

This overview and analysis is intended to serve as an introduction to the Association’s basic financial
statements, which include two components: (1) the financial statements and (2) notes to the financial
statements. This report also contains required supplementary information, which is the Budgetary
Comparison Schedule. These components are described below.

Financial Statements

Because NASACT reports as a business-type activity, it presents the statements required for that type of
entity. The statements provide both short-term and long-term information about the Association’s
financial position. These statements are prepared using the flow of economic resources measurement
focus and the accrual basis of accounting, the same measurement focus and basis of accounting that is
used in the private sector. These financial statements take into account all revenues and expenses
related to the fiscal year regardless of whether the cash involved has been received or disbursed. The
financial statements include three statements:

1. The Statement of Net Assets (page 14) presents the Association’s assets and liabilities, with the
difference between the two reported as “Total net assets.” Over time, increases or decreases in
the Association’s net assets serve as an indicator of whether the financial position of NASACT is
improving or deteriorating.

2. The Statement of Revenues, Expenses and Changes in Fund Net Assets (page 15) presents
information regarding how net assets changed during the fiscal year. All changes in net assets
are reported when the underlying event occurs, regardless of the timing of the related cash flow.
Thus, revenues and expenses are reported in this statement for items that will not result in cash
transactions until future fiscal periods (such as uncollected contract revenues and earned, but not
used, personal leave).

3. The Statement of Cash Flows (page 16) presents the cash receipts and cash payments occurring

during the fiscal year. In this statement, changes in net cash are reported when the cash
transaction occurs, regardless of the timing of the underlying events. This report provides users
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with the information needed to assess the Association’s ability to generate future cash flows and
meet obligations as they come due and to assess operating versus investing activities.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the financial statements. The notes to the financial statements may
be found immediately following the financial statements, pages 17 through 21.

Required Supplementary Information

Following the basic financial statements is required supplementary information that is used to further
explain and support the information in the financial statements. The supplementary information is the
Budgetary Comparison Schedule, which can be found on page 23.

FINANCIAL ANALYSIS OF NASACT

The condensed information below was derived from NASACT’s Statement of Net Assets at June 30,

2008, and June 30, 2007. The net assets at June 30, 2008, are $1,926,104, an increase of $255,786
over fiscal year 2007’s net assets of $1,670,318.

Net Assets as of Amount
June 30, 2008 June 30, 2007 Change % Change
Current assets $ 1,786,879 $ 1,799,481  $ (12,602) -1%
Capital assets 746,967 757,856 (10,889) -1%
Other assets 1,029,813 901,009 128,804 14%
Total assets 3,563,659 3,458,346 105,313 3%
Current liabilities 1,384,027 1,545,528 (161,501) -10%
Noncurrent liabilities 253,528 242,500 11,028 5%
Total liabilities 1,637,555 1,788,028 (150,473) -8%
Invested in capital assets 587,342 598,231 (10,889) -2%
Unrestricted net assets 1,338,762 1,072,087 266,675 25%
Total net assets $ 1,926,104 $ 1670318 $ 255,786 15%

Current assets includes cash, investments, deposits, accounts receivable, accrued interest receivable
and prepaid expenses. Current assets at June 30, 2008, decreased by 1 percent ($12,602) from FY
2007. Accounts receivable decreased by $86,521, which was mainly due to having fewer benchmarking
receivables outstanding. Cash and current investments increased by $56,762 due to the increase in
NASACT's total net assets for fiscal year 2008. Prepaid expenses increased by $27,657; many of these
expenses are for the August 2008 NASACT Annual Conference.

Other assets account for amounts that NASACT receives from the states for the financial support of the

Governmental Accounting Standards Board (GASB), for the employee cafeteria plan, and for noncurrent
investments. At June 30, 2008, the amount collected and due to the GASB was $170,677 less than the

amount due at June 30, 2007, while noncurrent investments increased by $300,000.

Total liabilities includes accounts payable, salaries payable, GASB operations payable, employee
cafeteria plan payable, deferred revenue, compensated absences and notes payable. Total liabilities
decreased by 8 percent or $150,473 for the year. Accounts payable make up $286,753 of the total
liabilities. During fiscal year 2006, NASACT contracted with The Hackett Group to provide benchmarking
and executive advisory services contracts to the states. Six states or agencies participated in the
benchmarking contract or Executive Advisory Program during fiscal year 2008. At June 30, 2008,
NASACT had an outstanding payable to The Hackett Group for the project in the amount of $194,403.
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The larger component of NASACT's net assets (70 percent) is the unrestricted net assets, which are the
resources that may be used at the Association’s discretion to meet ongoing obligations. Unrestricted net
assets were 25 percent ($266,675) higher at June 30, 2008, than they were at June 30, 2007.

The remaining net asset balance represents NASACT's investment in capital assets such as an office
building, office equipment, furniture and software applications. The Association uses these assets to
provide services to members; these assets are not available for future spending. After netting capital
asset acquisitions with the related debt, net assets invested in capital assets decreased by $10,888.

The following condensed financial information was derived from NASACT’s Statement of Revenues,
Expenses and Changes in Fund Net Assets for the years ended June 30, 2008, and June 30, 2007. Line
items from the statement have been re-categorized into the major functions to summarize the
Association’s operations for the two fiscal years and to show the changes in the Association’s total net
assets.

Statement of Changes in Net Assets

for Fiscal Year Ended June 30, Amount
2008 2007 Change % Change

Revenues
NASACT operating $ 551,825 $ 540,151 $ 11,674 2%
Conferences 796,655 735,900 60,755 8%
Training seminars 236,124 148,435 87,689 59%
Technical services 192,000 188,600 3,400 2%
Administrative services 1,630,812 1,313,699 317,113 24%
Cooperative efforts 55,723 70,430 (14,707) -21%
Contracts 114,597 125,322 (10,725) -9%
Miscellaneous 12,332 12,589 (257) -2%
Interest income 106,648 90,733 15,915 18%
Total revenues 3,696,716 3,225,859 470,857 15%

Expenses
NASACT operating 672,173 632,023 40,150 6%
Conferences 583,759 447,869 135,890 30%
Training seminars 173,222 113,667 59,555 52%
Technical services 223,522 196,627 26,895 14%
Administrative services 1,612,061 1,291,079 320,982 25%
Cooperative efforts 19,626 12,150 7,476 62%
Contracts 147,641 161,875 (14,234) -9%
Interest expense 8,926 8,901 25 0%
Total expenses 3,440,930 2,864,191 576,739 20%
Increase (decrease) in net assets 255,786 361,668 (105,882) -29%
Net assets - beginning 1,670,318 1,308,650 361,668 28%
Net assets - ending $ 1,926,104 $ 1,670,318 $ 255,786 15%

NASACT operating accounts for the operations of the Lexington and Washington offices. Its primary
source of revenue is NASACT annual dues. NASACT operating revenues were $551,825 for the current
year, a 2 percent increase from the previous fiscal year. NASACT operating expenses for fiscal year
2008 increased by 6 percent or $40,150 from fiscal year 2007 expenses.

Conference revenues were $796,655 in fiscal year 2008, an increase of 8 percent ($60,755) from the
prior year. Fiscal year 2008 conference expenses increased $135,890 or by 30 percent. These
expenses vary by location and number of attendees.

Training seminars revenue was $236,124 for fiscal year 2008, an increase of $87,689 from fiscal year

2007. During fiscal year 2008, NASACT coordinated 18 seminars, as compared to 7 during fiscal year
2007. This resulted in related consultant services and expenses increasing by $59,555.
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Technical services revenue remained relatively constant during the 2008 and 2007 fiscal years.
Revenues were $3,400 more in 2008 than in 2007. The related expenses increased by $26,895.

The administrative services program is comprised of two activities, NSAA’s peer review program and the
benchmarking initiative. It has two sources of revenue, administrative fees and reimbursements, the
latter of which is offset by administrative service expense. Both the revenues and expenses for these
activities vary based on program participation during the fiscal year.

Cooperative efforts revenue was $55,723 and expenses were $19,626 for fiscal year 2008, compared to
$70,430 and $12,150 respectively in 2007. In conjunction with the Association of Government
Accountants (AGA) and the Association of Local Government Auditors (ALGA), four audio conferences
were conducted during fiscal year 2008. Expenses related to cooperative efforts increased by $7,476.
NASACT shares profits with the abovementioned associations in the amount of $75 per site registration
for their respective members. During 2008, the abovementioned partner organizations received $3,375 in
shared profits.

Contract revenue decreased during the fiscal year by $10,725. In January 2008 the eC3 contract was
terminated, resulting in $25,283 less revenue being received from eC3 in fiscal year 2008 than in fiscal
year 2007. Peer review administrative services, along with regional training seminars and audio
conferences, were added to the ALGA contract in October 2007, resulting in $14,750 in additional
revenue.

Interest income increased by 18 percent ($15,915) during fiscal year 2008. This increase is mainly a
result of staff's initiative to invest excess reserves in instruments yielding higher returns than the
operating account offers.

For fiscal year 2008, indirect costs were allocated to individual line items for financial statement
presentation.

BUDGETARY HIGHLIGHTS

NASACT's Executive Committee approves the Association’s annual budget prior to the beginning of the
fiscal year. The budget was amended during fiscal year 2008 to implement salary adjustments on April 1,
2008. The Executive Committee has approved future salary adjustments to take effect on April 1.

NASACT'’s management is aware of the importance of reducing expenses and pursuing cost-saving
techniques. During the past five fiscal years, we have aggressively pursued these initiatives. During
fiscal years 2008, 2007, 2006, 2005 and 2004, we either initiated or continued the following cost-saving
and revenue generating techniques:

e Invested excess reserves in financial instruments yielding higher returns than the operating
account.

¢ Implemented document scanning to eliminate or reduce photocopying, storage, and supplies
expense.

e Utilized e-mail to distribute information (including electronic publication of the NASACT News),
resulting in postage savings.

o Utilized frequent flyer miles to the extent possible, reducing travel expenses.
Utilized hotel point programs to the extent possible, reducing hotel expenses.
Produced and printed conference-related materials in-house, resulting in significant savings in
printing costs.
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ECONOMIC CONDITION AND OUTLOOK

The Association experienced an excellent financial year during 2008. In addition to the Corporate
Associates Program exceeding budget for the fourth year in a row, NASACT's registration fees exceeded
the budget by $58,364. Interest income also contributed $21,648 more than budgeted during 2008.

For fiscal year 2009, NASACT budgeted an increase in net assets of $6,045. Given the overall economic
downturn in the United States and the resulting impact on state governments, NASACT expects slower
revenue growth in FY 2009. However, through various cost-cutting measures and close management of
expenses, NASACT expects to meet budget in FY 2009.

REQUESTS FOR INFORMATION
This financial report is designed to provide a general overview of the finances of the National Association
of State Auditors, Comptrollers and Treasurers to interested individuals. Questions concerning any of the

information provided in this report or requests for additional information should be addressed to NASACT,
449 Lewis Hargett Circle, Suite 290, Lexington, KY 40503, (859) 276-1147.
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National Association of State Auditors, Comptrollers and Treasurers
Statement of Net Assets
June 30, 2008

ASSETS
Current assets:
Cash and cash equivalents $ 706,491
Investments 699,999
Deposits held in custody by others 3,583
Accounts receivable 311,699
Accrued interest receivable 16,466
Prepaid expenses 48,641
Total current assets 1,786,879

Noncurrent assets:

Restricted cash 529,813
Investments 500,000
Capital assets - building, net of accumulated depreciation 699,097
Capital assets - equipment, net of accumulated depreciation 47,870
Total noncurrent assets 1,776,780
Total assets $ 3,563,659
LIABILITIES
Current liabilities:
Accounts payable $ 286,753
Salaries payable 32,710
GASB operations payable 529,561
Employee cafeteria plan payable 252
Deferred revenue 511,924
Compensated absences 22,827
Total current liabilities 1,384,027

Noncurrent liabilities:

Compensated absences 93,903
Note payable 159,625
Total noncurrent liabilities 253,528
Total liabilities 1,637,555

NET ASSETS
Invested in capital assets, net of related debt 587,342
Unrestricted 1,338,762
Total net assets 1,926,104
Total liabilities and net assets $ 3,563,659
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National Association of State Auditors, Comptrollers and Treasurers
Statement of Revenues, Expenses and Changes in Fund Net Assets
For the Period Ended June 30, 2008

Operating Revenues:

State dues $ 551,625
Technical service fees 192,000
Corporate associates 417,000
Sponsor fees 54,500
Registration fees 493,164
Contract revenue 236,846
Administrative service reimbursements 1,544,830
Administrative service fees 85,982
Sale of publications 502
Miscellaneous revenue 13,619
Total operating revenues 3,590,068
Operating Expenses:
Salaries 813,901
Employee benefits 206,359
Supplies 23,580
Postage and handling 5,509
Repairs and maintenance 6,346
Uncollectible receivables 550
Continuing education 3,921
Consultant services 127,753
Consultant expenses 42,405
Staff travel 48,224
Executive committee/president expense 14,477
Meeting expense 401,209
Administrative service expense 1,546,186
Copying and printing 16,981
Books and periodicals 1,994
Credit card fees 14,484
Miscellaneous 15,966
Professional membership dues 400
Banking service fees 2,901
Telephone and data services 22,124
Rent 54,735
Condominium association fees 7,759
Utilities 2,812
Equipment rental 3,504
Insurance 1,659
Legal 1,619
Auditing 2,190
Depreciation 42,456
Total operating expenses 3,432,004
Operating income (loss) 158,064
Nonoperating revenues (expenses)
Interest and investment revenue 106,648
Interest expense (8,926)
Total nonoperating revenues (expenses) 97,722
Change in net assets 255,786
Total net assets - beginning 1,670,318
Total net assets - ending $ 1,926,104
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National Association of State Auditors, Comptrollers and Treasurers
Statement of Cash Flows
For the Year Ended June 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from members
Receipts from corporate associates
Receipts from sponsors
Receipts from participants
Receipts from contractors
Receipts from administrative service reimbursements
Receipts from administrative service fees
Receipts from sales of publications
Receipts for GASB
Receipts for cafeteria plan
Other receipts
Payments to vendors
Payments to employees
Payments to GASB
Payments to cafeteria plan participants
Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchases of capital assets
Interest paid on capital debt
Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from the sale and maturity of investments
Purchase of investments and securities
Interest and dividends

Net cash provided by investing activities

Net increase (decrease) in cash and cash equivalents

Balances - beginning of the year
Balances - end of the year

Reconciliation of operating income to net cash provided
by operating activities:
Operating income
Adjustments to reconcile operating income to net cash provided
by operating activities:
Increase in depreciation
Change in assets and liabilities:
Decrease in accounts receivable
Increase in prepaid expenses
Decrease in accounts payable
Decrease in salaries payable
Increase in deferred revenue
Increase in compensated absences
Net cash provided by operating activities
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Unrestricted Cash  Restricted Cash Total Cash
$ 764,225 $ $ 764,225
406,000 406,000
112,500 112,500
530,569 530,569
224,644 224,644
1,590,805 1,590,805
79,394 79,394
502 502
1,037,783 1,037,783
10,652 10,652
13,619 13,619
(2,433,336) (2,433,336)
(1,008,814) (1,008,814)
(1,208,460) (1,208,460)
(11,171) (11,171)
280,108 (171,196) 108,912
(31,568) (31,568)
(8,926) (8,926)
(40,494) (40,494)
205,649 205,649
(599,999) (599,999)
117,148 117,148
(277,202) (277,202)
(37,588) (171,196) (208,784)
744,079 701,009 1,445,088
$ 706,491 $ 529,813 $ 1,236,304
$ 158,064
42,456
86,521
(27,657)
(39,222)
(92)
48,499
11,539
$ 280,108




National Association of State Auditors, Comptrollers and Treasurers
Notes to the Financial Statements
June 30, 2008

Note 1 Summary of Significant Accounting Policies

The accompanying financial statements have been prepared in conformity with generally accepted
accounting principles as prescribed by the Governmental Accounting Standards Board. The Association
has prepared required supplementary information titled Management's Discussion and Analysis, which
precedes the financial statements, and required supplementary information, which includes the Budgetary
Comparison Schedule, which follows these footnotes.

a. Reporting Entity

The National Association of State Auditors, Comptrollers and Treasurers, an unincorporated
association, is an instrumentality of the states. Its mission, as set forth in its constitution, is to
assist state leaders to enhance and promote effective and efficient management of
government resources.

Because of the Association’s standing as an instrumentality of the states, its financial
statements have been prepared in accordance with generally accepted accounting principles
as prescribed by GASB.

b. Measurement Focus, Basis of Accounting and Basis of Presentation

The Association is considered a special purpose government and reports as a business-type
activity, using the economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows.

Operating revenues and expenses are distinguished from non-operating items. Operating
revenues and expenses result from providing services in connection with ongoing operations.
Items not meeting the criteria of operating transactions are recorded as non-operating.

C. Budgetary Data

The annual budget for fiscal year 2008 was prepared using the full accrual basis of
accounting. The Association’s budget and any subsequent revisions are approved by the
Executive Committee.

d. Capital Assets

Capital assets, which include an office building, office equipment, furniture, and software, are
reported on the Statement of Net Assets. The Association defines capital assets as assets
that have a cost of $1,000 or more at the date of acquisition and have an expected useful life
of more than one year.

Capital assets are depreciated using the straight-line method over the assets’ estimated
useful lives.

e. Business-Type Activity Accounting and Financial Reporting

The Association applies all applicable GASB pronouncements as well as the following
pronouncements issued on or before November 30, 1989, unless those pronouncements
conflict with or contradict GASB pronouncements: Financial Accounting Standards Board
statements and interpretations, Accounting Principles Board opinions and accounting
research bulletins.
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National Association of State Auditors, Comptrollers and Treasurers
Notes to the Financial Statements
June 30, 2008

f. Basis for Cash Restriction

NASACT classifies cash into two categories, restricted and unrestricted. Restricted cash
balances are cash amounts administered by NASACT, but the principal balance neither
belongs to nor is controlled by the Association. Restricted cash balances reported in the
financial statements include the balance of the collections from the states to fund the GASB
and the balance in the employee cafeteria plan. All other cash held by the Association is
considered unrestricted for reporting purposes.

Note 2 Cash and Cash Equivalents, Restricted Cash and Investments

As of June 30, 2008, the Association had the following investments and securities:

Deposit Type Fair Value
Cash:

Demand $ 1,236,304
Investments:

Certificates of deposit 1,199,999
Total 2,436,303
Net withdrawals and deposits in transit 33,107
Total cash and investments in bank $ 2,469,410

Custodial Credit Risk. Custodial credit risk is the risk that in the event of a bank failure, the
Association’s deposits may not be returned to it. The Association’s policy requires bank institutions to
provide collateralization in excess of the FDIC limit. As of June 30, 2008, all of the Association’s bank
deposits were insured and/or collateralized.

Interest Rate Risk. Managing interest rate risk limits NASACT’s exposure to fair value losses arising
from changes in interest rates. The Association’s investment policy limits investments with maturities of
more than 13 months to not more than two-thirds of the total net assets. As of June 30, 2008, the
Association had five investments with a maturity greater than one year.

Note 3 Accounts Receivable

Accounts receivable have been aggregated and presented in the financial statements. Detailed
information is presented below:

Benchmarking $ 196,202
Contracts 20,013
Peer review 33,792
Registrations 3,223
Reimbursements 3,469
State training seminars 55,000
Accounts receivable, June 30, 2008 $ 311,699
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National Association of State Auditors, Comptrollers and Treasurers
Notes to the Financial Statements
June 30, 2008

Note 4 Capital Assets

The Association’s investment in capital assets as of June 30, 2008, totals $746,967 (net of accumulated
depreciation). This investment in capital assets includes the headquarters office, furniture, equipment
and software. Capital asset activity for the year ended June 30, 2008, is summarized below:

Beginning Ending
Balance Increases Decreases Balance
Capital assets
Building $ 748689 $ $ $ 748,689
Furniture 26,850 2,290 24,560
Equipment 75,894 14,192 11,632 78,454
Software 36,050 17,375 53,425
Total capital assets 887,483 31,567 13,922 905,128
Less accumulated depreciation
Building 30,395 19,197 49,592
Furniture 10,770 2,269 2,290 10,749
Equipment 62,125 11,449 11,632 61,942
Software 26,337 9,541 35,878
Total accumulated depreciation 129,627 42,456 13,922 158,161
Capital assets, net $ 757,856 $ (10,889) $ $ 746,967

Note 5 Accounts Payable

Accounts payable have been aggregated and presented in the financial statements. Detailed information
is presented below:

Benchmarking $ 194,403

Payroll taxes 6,040

Retirement 4,486

Vendors 81,824

Accounts payable, June 30, 2008 $ 286,753
Note 6 Compensated Absences

Compensated absences activity for the year ended June 30, 2008, is summarized below. Of this amount,
$22,827 is considered a current liability.

Compensated absences, July 1, 2007 $ 105,192
Additions 84,650
Deletions (73,112)
Compensated absences, June 30, 2008 $ 116,730
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National Association of State Auditors, Comptrollers and Treasurers
Notes to the Financial Statements
June 30, 2008

Note 7 Operating Leases

The following is a schedule of future minimum rental payments required under operating leases that have
initial or remaining non-cancelable lease terms in excess of one year as of June 30, 2008:

Year Ending June 30 Office Space Copier Total
2009 $ 46,147 % 2,044 % 48,191
2010 47,195 47,195
2011 48,270 48,270
2012 49,372 49,372
2013 50,503 50,503
2014 29,851 29,851

Total future minimum lease payments $ 271,339 $ 2,044 $ 273,383

The following schedule shows the composition of total rental expenditures for all operating leases:

For the Year
Ended
June 30, 2008
Minimum rentals:

Washington $ 45,905
Copier 3,504
Total $ 49,409
Note 8 Note Payable

On December 15, 2005, NASACT secured a note in the amount of $355,000 for the purchase of the
Association’s headquarters office. The note is a five-year balloon with a 5.5% fixed interest rate and is
amortized over 20 years. There is no prepayment penalty.

Note payable activity for the year ended June 30, 2008, is summarized below.

Note payable, July 1, 2007 $ 159,625
Additions
Deletions
Note payable, June 30, 2008 $ 159,625
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National Association of State Auditors, Comptrollers and Treasurers
Notes to the Financial Statements
June 30, 2008

Note 9 Retirement Plan

Generally, all employees are eligible to participate in the Teachers’ Insurance and Annuity
Association/College Retirement Equities Fund, a privately administered, defined contribution retirement
plan. Participant eligibility and contributory requirements are established in the Retirement Resolution.
Employees contribute 5% of gross wages and the Association contributes 10% of gross wages. The
Association will match additional employee contributions up to 4%. After an employee completes 25
years of service and reaches age 60, or after completing 30 years of service and reaching age 55, the
Association contributes an additional ten percent of gross wages, for a total employer contribution of 20%.
The Association assumes no liability other than its contributions. The plan administrator’s annual report
may be obtained by writing to: TIAA-CREF, 730 Third Avenue, New York, NY 10017.

For the year ended June 30, 2008, the Association had a total payroll of $813,901, of which $803,286
was covered by the plan. Employee contributions for the plan years ending June 30, 2008, 2007 and
2006 were $40,303, $38,706 and $37,598, respectively. Employer contributions for the plan years ending
June 30, 2008, 2007 and 2006 were $110,712, $106,271 and $101,297, respectively.

Note 10 Risk Management and Insurance Coverage

Association employee benefits for health, dental, long-term disability and life insurance coverage are fully
insured through commercial carriers. A commercial insurance carrier provides coverage for property
exposure. There were no reductions in commercial insurance coverage during the fiscal year ended June
30, 2008. The Association does not participate in any risk pools.

Note 11 Disposition of NSAA Portion of Unrestricted Net Assets

In fiscal year 2001, the National State Auditors Association eliminated support for the training packages
component of the State Auditor Training Program and designated the remaining balance of $139,547 at
June 30, 2001, until further study and analysis could be performed regarding the appropriate distribution
of the training packages balance. After applying the provisions of GASB 34, the designated balance was
reduced to $134,884 and is reflected as a component of Unrestricted Net Assets.

On March 24, 2003, the NSAA Executive Committee approved a scholarship program to assist
members/speakers in attending NSAA conferences. The scholarships will be funded by the interest
earned on the training fund; the principal will remain intact.

Note 12 Related Party Transaction with National Electronic Commerce Coordinating
Council (eC3)

NASACT and the National Association of Secretaries of State jointly formed the eC3 until January 31,
2008, at which time NASACT terminated the contract with eC3. eC3 provides for information sharing and
cooperative efforts in the development of electronic commerce. eC3 was a related party to NASACT until
January 31, 2008:

e Three NASACT Executive Committee members served on the eC3 Board of Directors.

e Since fiscal year 2000, NASACT has been contracted as the administration agent for eC3; however,
this contract ended on January 31, 2008.
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National Association of State Auditors, Comptrollers and Treasurers
Budgetary Comparison Schedule
For the Year Ended June 30, 2008

Variance
Budgeted Amounts Favorable
Operating Revenues: Original Final Actual (Unfavorable)
State dues $ 510,000 $ 510,000 $ 551,625 $ 41,625
Technical service fees 187,000 187,000 192,000 5,000
Corporate associates 320,000 320,000 417,000 97,000
Sponsor fees 64,000 64,000 54,500 (9,500)
Registration fees 434,800 434,800 493,164 58,364
Contract revenue 159,417 159,417 236,846 77,429
Administrative service reimbursements 620,000 620,000 1,544,830 924,830
Administrative service fees 56,400 56,400 85,982 29,582
Sale of publications 502 502
Miscellaneous revenue 14,000 14,000 13,619 (381)
Total operating revenues 2,365,617 2,365,617 3,590,068 1,224,451
Operating Expenses:
Salaries 813,971 828,971 813,901 15,070
Employee benefits 194,395 196,712 206,359 (9,647)
Supplies 21,530 21,530 23,580 (2,050)
Postage and handling 7,855 7,855 5,509 2,346
Repairs and maintenance 7,400 7,400 6,346 1,054
Uncollectible receivables 550 (550)
Continuing education 12,500 12,500 3,921 8,579
Consultant services 55,000 55,000 127,753 (72,753)
Consultant expenses 31,300 31,300 42,405 (11,105)
Staff travel 54,450 54,450 48,224 6,226
Executive committee/president expense 19,500 19,500 14,477 5,023
Meeting expense 367,200 367,200 401,209 (34,009)
Administrative service expense 620,000 620,000 1,546,186 (926,186)
Copying and printing 18,255 18,255 16,981 1,274
Books and periodicals 3,600 3,600 1,994 1,606
Credit card fees 13,209 13,209 14,484 (1,275)
Miscellaneous 12,950 12,950 9,487 3,463
Professional membership dues 400 (400)
Banking service fees 2,400 2,400 2,901 (501)
Telephone and data services 14,340 14,340 22,124 (7,784)
Rent 54,000 54,000 54,735 (735)
Condominium association fees 10,000 10,000 7,759 2,241
Software support 6,100 6,100 6,479 (379)
Utilities 3,000 3,000 2,812 188
Equipment rental 3,504 3,504 3,504 0
Insurance 1,500 1,500 1,659 (159)
Legal 10,000 10,000 1,619 8,381
Auditing 2,500 2,500 2,190 310
Depreciation 41,197 41,197 42,456 (1,259)
Total operating expenses 2,401,656 2,418,973 3,432,004 (1,013,031)
Operating income (loss) (36,039) (53,356) 158,064 211,420
Nonoperating revenues (expenses)

Interest and investment revenue 85,000 85,000 106,648 21,648
Interest expense (12,000) (12,000) (8,926) 3,074
Total nonoperating revenues (expenses) 73,000 73,000 97,722 24,722
Change in net assets 36,961 19,644 255,786 236,142

Total net assets - beginning 1,670,318 1,670,318 1,670,318
Total net assets - ending $ 1,707,279  $ 1,689,962 $ 1,926,104 $ 236,142
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CRIT LUALLEN
AupbiTor oF PuesLic AccounTs

The Executive Committee and Members

R. Kinney Poynter, Executive Director

National Association of State Auditors, Comptrollers, and Treasurers
449 Lewis Hargett Circle, Suite 290

Lexington, KY. 40503

Report On Internal Control Over Financial Reporting And On
Compliance And Other Matters Based On An Audit Of Financial
Statements Performed In Accordance With Government Auditing Standards

We have audited the financial statements of the business-type activities of the National
Association of State Auditors, Comptrollers, and Treasurers (NASACT), as of and for the
year ended June 30, 2008, and have issued our report thereon dated
September 12, 2008. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the NASACT’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the NASACT’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the NASACT’s internal
control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, 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
generally accepted accounting principles such that there is 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.

105 SeEA HeErRo RoAD, SUITE 2 TELEPHONE 502.573.005
FRANKFORT, KY 40601-5404 FacsiMmiLE 502.573.006
WWW.AUDITOR.KY.GO
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Page 2
Report On Internal Control Over Financial Reporting And On
Compliance And Other Matters Based On An Audit Of Financial
Statements Performed In Accordance With Government Auditing Standards
(Continued)

Internal Control Over Financial Reporting (Continued)

A material weakness is a significant deficiency, or combination 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.

Our consideration of internal control over financial reporting was for the limited purpose
described in 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 NASACT’s financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial
staternent amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Executive Committee,
Members of the Association, NASACT’s management and Executive Director and is not
intended to be and should not be used by anyone other than these specified parties.

Respectfully submitted,

&;147 .

Cindy Jamesy CPA
Assistant State Auditor
Auditor of Public Accounts

September 12, 2008
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National Association of State Auditors, Comptrollers and Treasurers
Statistical Section
For the Fiscal Year Ended June 30, 2008

This part of NASACT's comprehensive annual financial report presents detailed information in the areas listed below
to provide a context for understanding what the information in the financial statements and notes says about the
Association’s overall financial health.

Content

T E= e Lo b= I =T Lo BT 0] = Ao oI 36

These schedules contain trend information to help the reader understand how the Association’s financial
performance and fiscal well-being have changed over time.

R CEAVL=T A LU TN TN o] 1 1= o o 37

These schedules present information to help the reader evaluate NASACT’s most significant revenue sources:
membership dues, registration fees, contract revenue and the corporate associates program.

[ 2= ] A [0 Yo 4 = Lo o 41

These schedules present information to help the reader appraise the Association’s current levels of outstanding
debt and the ability to incur debt in the future.

DemographiC INTOIMATION ... ..t e e e et e e e et et e e et e et e e e e e e 42

These schedules offer demographic and economic indicators to help the reader understand the environment within
which the Association’s financial activities take place.

(@0 L= =41 o N 1o o 32 = Lo 1 P 43

These schedules contain operating data to help the reader understand how the information in the Association’s
financial report relates to the services it provides and activities it performs.

Sources

Financial Information is derived from the financial statements presented in the comprehensive annual financial reports for
the relevant years. Non-financial information is derived from various internal sources including, but not limited to,
conference databases, source documents, and historical membership files.

Note

Due to the reporting format and definition changes prescribed by GASB Statement No. 34, information for fiscal years
2002-2008 is provided.
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National Association of State Auditors, Comptrollers and Treasurers
Statistical Section
For the Fiscal Year Ended June 30, 2008

Financial Trend Information - Net Assets
Last Seven Fiscal Years

Net assets 2008 2007 2006 2005 2004 2003 2002

Invested in capital assets,

Net of related debt $ 587,342 $ 598231 $ 629463 $ 52,783 $ 42,440 $ 42,091 $ 38,810
Unrestricted 1,338,762 1,072,087 679,187 1,006,018 707,277 503,495 491,422
Total net assets $ 1,926,104 $ 1,670,318 $ 1308650 $ 1,058801 $ 749,717 $ 545586 $ 530,232

Financial Trend Information - Changes in Net Assets

Last Seven Fiscal Years

2008 2007 2006 2005 2004 2003 2002
Operating Revenues
NASACT operating $ 551,825 $ 540,151 $ 528,151 $ 506,767 $ 501,930 $ 422,655 $ 333,214
Conferences 796,655 735,900 755,785 641,715 718,750 596,060 701,427
Training seminars 236,124 148,435 178,000 127,950 118,025 115,550 86,400
Technical services 192,000 188,600 186,300 189,800 188,900 183,475 184,975
Administrative services 1,630,812 1,313,699 848,851 161,448 219,586 188,989 163,771
Cooperative efforts 55,723 70,430 79,887 75,371 75,369 86,494 250,384
Contracts 114,597 125,322 197,913 416,815 238,310 229,388 165,400
Miscellaneous 12,332 12,589 13,005 12,621 20,152 12,252 14,347
Total operating revenues 3,590,068 3,135,126 2,787,892 2,132,487 2,081,022 1,834,863 1,899,918
Operating Expenses
NASACT operating 672,173 632,023 694,839 554,009 732,860 734,999 763,328
Conferences 583,759 447,869 524,148 430,697 404,021 373,468 469,241
Training seminars 173,222 113,667 136,649 92,014 81,381 85,171 52,128
Technical services 223,522 196,627 168,107 203,968 169,655 158,260 161,429
Administrative services 1,612,061 1,291,079 856,843 149,820 202,553 185,450 155,883
Cooperative efforts 19,626 12,150 19,805 30,109 42,298 80,321 248,609
Contracts 147,641 161,875 196,661 396,383 252,834 220,050 146,085
Total operating expenses 3,432,004 2,855,290 2,597,052 1,857,000 1,885,602 1,837,719 1,996,703
Operating income (loss) 158,064 279,836 190,840 275,487 195,420 (2,856) (96,785)

Nonoperating Revenues (Expenses)

Interest revenue 106,648 90,733 68,979 33,598 12,913 18,209 29,086
Interest expense (8,926) (8,901) (9,871)
Loss on disposal of assets (4,203)
Nonoperating income (loss) 97,722 81,832 59,108 33,598 8,710 18,209 29,086
Change in net assets $ 255786 $ 361668 $ 249,948 $ 309,085 $ 204,130 $ 15,353 $ (67,699)
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National Association of State Auditors, Comptrollers and Treasurers
Statistical Section
For the Fiscal Year Ended June 30, 2008

Revenue Information - Membership Dues

Last Seven Fiscal Years 2008 2007
Dues billed $ 692,000 $ 691500 $ 649,000 $ 632,375 $ 622,375 $ 527,250 $ 392,500
Dues paid by members 551,625 540,125 526,975 506,575 496,800 418,625 332,500

Membership dues per tier

1 (staff > 500) $ 5000 $ 5000 $ 5000 $ 5000 $ 5000 $ 5,000 N/A

2 (staff 300 - 499) 4,500 4,500 4,500 4,500 4,500 3,500 N/A

3 (staff 175 - 299) 4,000 4,000 4,000 4,000 4,000 3,250 N/A

4 (staff 100 - 174) 3,500 3,500 3,500 3,500 3,500 3,000 N/A

5 (staff < 100) 3,000 3,000 3,000 3,000 3,000 2,750 N/A
Note

The current dues structure was instituted in fiscal year 2003.
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National Association of State Auditors, Comptrollers and Treasurers
Statistical Section
For the Fiscal Year Ended June 30, 2008

Registration revenue

Audio conferences $ 54134 $ 53188 $ 74305 $ 68078 $ 69821 $ 13022 $ 22,460
NASACT ? 136,750 98,825 120,875 99,390 87,600 73,244 290,919
NASC 26,500 26,100 18,550 27,750 22,750 26,245 48,890
NSAA 115,100 102,730 105,805 105,075 96,900 79,750 85,575
NSAA/NASC 46,805 64,995 57,055
State and local conference 73,150 65,910
Tennessee training seminars 113,875 113,435 81,100 93,200 92,375 79,150 70,650
Total registration revenue $ 493,164 $ 459273 $ 457,690 $ 393,493 $ 369,446 $ 344561 $ 584,404

Number of conferences held

Audio conferences 4 4 5 4 3 1 1

NASACT 2 2 2 2 2 2 3

NASC 2 2 2 4 3 5 6

NSAA 3 4 4 5 4 3 3

NSAA/NASC 1 1 1

State and local conference 1 1

Tennessee training seminars 4 4 4 4 4 4 4
Total number of conferences held 16 17 18 19 16 16 18
Number of attendees

Audio conferences " 196 200 308 284 287 53 90

NASACT 332 316 350 329 280 265 351

NASC 147 164 169 223 191 329 294

NSAA 372 317 395 364 311 351 266

NSAA/NASC 135 186 174

State and local conference 182 169

Tennessee training seminars 491 518 456 492 487 439 429
Total number of attendees 1,673 1,701 1,852 1,692 1,556 1,619 1,599
CPE credits issued

Audio conferences 5,792 6,170 6,728 6,712 6,452 1,034 1,069

NASACT 1,581 1,711 2,057 1,691 1,102 890 1,590

NASC 889 907 734 922 717 958 1,510

NSAA 4,860 4,010 4,731 4,594 3,958 2,593 3,357

NSAA/NASC 1,989 2,886 2,305

State and local conference ©

Tennessee training seminars 7,425 7,540 6,794 8,073 7,710 7,101 5,997
Total CPE credits issued 22,536 23,224 23,349 21,992 19,939 12,576 13,523
Notes

Fiscal year 2002 includes a GASB 34 teleconference.

Registrations for audio conferences are by site, not by individual attendee.

The State and Local Government Conference was a joint conference with the Association of Government
Accountants. CPE credit was issued through AGA.
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National Association of State Auditors, Comptrollers and Treasurers
Statistical Section
For the Fiscal Year Ended June 30, 2008

Revenue Information - Contract Revenue

Last Seven Fiscal Years 2008 2007 2006 2005 2004 2003

Contract revenue

AGA $ $ $ $ 20,000 $ $ $
ALGA 61,380 46,822 42,562 38,800 38,163 38,763 41,200
eC3 53,217 78,500 127,250 164,200 164,200 164,200 124,200
ICGFM 12,000 17,250 20,000 20,000
Training seminars 122,249 35,000 96,900 34,750 25,650 36,400 15,750
Urban Institute 16,046 15,947 6,425
U.S. Department of State 160,519

Total contract revenue $ 236846 $ 160,322 $ 278713 $ 451565 $ 263,960 $ 265788 $ 181,150

Types of services contracted

AGA T

ALGA ACF A CF A CF A CF A CF A CF A CF
eC3 A CF I A CF I A CFI A CF I ACF 1 A C,FI AF 1
ICGFM A AC AC AC

Training seminars T T T T T T T
Urban Institute T T LT

U.S. Department of State AFT

Number of contracts

AGA 1
ALGA 1 1 1 1
eC3 2 2 2 1
ICGFM 1 1 2
Training seminars 18 7 20 7 5 7 3
Urban Institute 1 1 1
U.S. Department of State 1

Total number of contracts 21 10 24 14 10 13 5

Key

A Administrative

C Conference

F Financial

| Information technology
T Technical
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National Association of State Auditors, Comptrollers and Treasurers
Statistical Section
For the Fiscal Year Ended June 30, 2008

Revenue Information - Corporate Associates Program

Last Five Fiscal Years 2 2008

Corporate associates revenue per level

Bronze $ 70,000 $ 95,000 $ 90,000 $ 65,000 $ 75,000
Silver 125,000 112,500 112,500 87,500 100,000
Gold 75,000 75,000 75,000 75,000 200,000
Platinum 90,000 80,000 90,000 80,000 80,000
Other 57,000 10,750 16,000 44,000 2,500
Total corporate associates revenue $ 417,000 $ 373250 $ 383,500 $ 351,500 $ 457,500

Corporate associates levels

Bronze $ 5000 $ 5000 $ 5000 $ 5000 $ 5,000
Silver 12,500 12,500 12,500 12,500 12,500
Gold 25,000 25,000 25,000 25,000 25,000
Platinum ” 40,000 40,000 40,000 40,000

Corporate associates per level

Bronze 14 19 18 13 15
Silver 10 9 9 7
Gold 3
Platinum 2 2 2 2
Other 5 7 7 20
Total number of corporate associates 34 40 39 45 34
Notes

a Only five years of data are presented for the Corporate Associates Program because the program was

established during fiscal year 2004.
Platinum level is $40,000 and above. This level was established in 2005.
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National Association of State Auditors, Comptrollers and Treasurers
Statistical Section
For the Fiscal Year Ended June 30, 2008

Debt Information ®

Last Three Fiscal Years 2008 2007 2006
Capital debt, beginning balance $ 159,625 $ 159,625 $ 0
Capital debt incurred 355,000
Capital debt principal payments 195,375
Capital debt, ending balance $ 159,625 $ 159,625 $ 159,625
Capital debt per dues paying member $ 1,174  $ 1,183 $ 0
Capital debt incurred 2,630
Capital debt principal payments 1,447
Capital debt per dues paying member $ 1,174 $ 1,183 $ 1,183
Note
a Prior to fiscal year 2006 NASACT had no capital debt.
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National Association of State Auditors, Comptrollers and Treasurers
Statistical Section
For the Fiscal Year Ended June 30, 2008

Demographic Information

Last Seven Fiscal Years

Membership by category

Auditor 53 55 55 55 55 57 62
Comptroller 52 51 52 50 47 51 52
Treasurer 30 28 28 29 28 25 29
Total membership 135 134 135 134 130 133 143
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National Association of State Auditors, Comptrollers and Treasurers
Statistical Section
For the Fiscal Year Ended June 30, 2008

Operating Information - Full-Time Equivalents

Last Seven Fiscal Years 2008

NASACT operating 6.69 6.82 7.10 6.67 7.18 9.18 8.80
Conferences 1.46 1.43 1.27 1.45 1.31 0.67 0.86
Training seminars 0.23 0.23 0.27 0.11 0.10 0.10 0.10
Technical services 1.44 1.34 1.34 1.76 1.66 1.45 1.68
Administrative services 0.57 0.77 0.82 0.49 0.67 0.51 0.43
Cooperative efforts 0.07 0.02 0.12 0.14 0.13 0.06 0.21
Contracts 1.42 1.42 1.52 2.62 2.52 2.25 1.54
Total full-time equivalents 11.88 12.03 12.44 13.24 13.57 14.22 13.62

Operating Information - Employee Count

Last Seven Fiscal Years 2008 2007 2006 2005

Total employee count 13 13 13 14 14 15 14

Last Seven Fiscal Years 2006 2005

Capital assets by classification

Building $ 699,097 $ 718294 $ 737491 $ $ $ $

Furniture 13,811 16,080 18,348 10,245 11,526

Equipment 16,512 10,272 16,904 20,456 22,184 32,535 10,400
Software 17,547 13,210 16,345 22,082 8,730 9,557 28,410

Total capital assets by classification ~$ 746,967 $ 757,856 $ 789,088 $ 52,783 $ 42440 $ 42092 $ 38810

Building
Square footage 5,200 5,200 5,200
Equipment
Laptops 10 8 8 8 7 7 5
Personal computers 7 7 9 11 12 12
Servers 1 1 1 1 1 1 1
Software applications 7 7 5 5
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