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liams Overman Pierce, IIP
Certified Public ;Acc6unfantiand Consultahts

INDEPENDENT AUDITORS' REPORT-.
,, t

Board of Directors

North Carolina Advanced Energy Corporation
Raleigh, North Carolina

Report on the Financial Statements (- r.; •!• ;•

We.have audited the;accompanying-financial statements-of North Carolina Advanced
Energy, .Corporation-* (a nonprofit organization) which; comprise the statements^ of
financial position as, of December 31,2013 and --2012? and :the-related, statements of
activities and.changes-in^riet assets, and cashflows for the:years then ended, and the
related notes to,the financial statements: •;>* • -*-• .-: <H -:- h . . -:r-.,', ^ *,

Management's,Responsibility for the FinancialiStatementsr v;:. *, :

Management is responsible, for the preparation and^fair presentation of these financial
statements imaccordance with.accounting principles generally accepted in the.United
States of America-, this:includes the .design,--implementation, and .maintenance; of
internal control relevant to the. preparation' arid .fair, presentation of financial-.staterrients
that are free from material-misstatement,;whether.due to fraud or error-.•• -; ;>;?"o •..

Auditors' Responsibility

.:_.•.: IV|;

•-(•

Our responsibility is to express opinions on•thesevfirianciaTstafements.based-on our
audits. We conducted our audits in accordance with" auditing standards generally
accepted in the.United Statessof: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: financiahstatements.are free
from material misstaternenU ' -•*; '.iv0'ccc- "•? -a ^=-v^ * -" • "*-•- n -»*' ,;^>;.- ;-•

An< audit involvesperforming' procedures to obtain audit evidence=:about the amounts
and disclosures'in the-financial-statements, "The procedures-selected depend on the
auditors) judgment including, the assessment of the risks of material •misstatement of
the financial statements, whether^due^toifraud'onierfor. , lrii makingthose :risk
assessments, the auditors consider internal control relevant to the entity's preparation
and fair presentation of the financial statements in .order; to design audit procedures
that are appropriate in the circumstances, but,jiotfo> the purpose of.expressing an
opinion on the effectiveness of the entity's internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting'estimates :made. by
management, as well. as evaluating the, overall presentation of the'* financial
statements.

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

Raleigh • Greensboro

2501 Atrium Drive, Suite 500 Raleigh, NC 27607 •-P: 919.782.3444 F: 919.782.2552
www.wopcpa.com
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Opinion

In our opinion, the financial statements, referred to above present fairly, in all materia!
respects, the financial position of North Carolina Advanced Energy Corporation as of
December 31, 2013 and 2012, and the changes in its net assets and its cash flows for
the years then ended in conformity with' accounting principles generally accepted in
the United States of America. , ,e -•'.".• ;:_". •->•-•;

Other Matters -.\ >•*...

Other Information .-,). 3>-

Our audit was conducted for the purpose of forming an opinion on the financial
statements asa whole. The accompanying schedule of expenditures of federal awards
is presented on5page 12 as required By; U.S. Office of Management and Budgef
Circular A-133, Audits of States, Local Governments, and Non-profit Organizations, is'
presented for purposes of additional analysis and is-nota required part of the--financial
statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and:other records used to.
prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of thecfinanciah statements and certain additional-
procedures,, including comparing and reconciling such information directly, to the;
underlying accounting and'other records used to-prepare the financial statements or to"
the. financial statements'themselves;; arid-other additionakprocedures in accordance
with auditing standards generally accepted-in' the' United States, of America. ;ln our
opinion, the information is fairly stated in all material respects in relation to the financial
statements as a whole. \y. ••. -- .,*-u.. 'r:,;o.V:> .

OtherReporting Required by Government Auditing Standards : . f v :.i

In accordance with:Government Auditing Standards, we have alsoiissued our report
dated;:June 6,. 2014 on:.our .consideration of- North Carolina 'Advanced* Energy
Corporation's internal control over financial reporting and on our tests of its compliance
with certain:provisionsoflaws;regulations;-contracts, andgrant agreements and other,
matters. The purpose of that report is ^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 opinionon the internal, control over financial reporting'orori compliance.
That report is an integral part of an audit performed in accordance with Government.
Auditing: Standards in considering North Carolina Advanced: Energy Corporation's
internalcontrol over financial reporting arid-compliance. • :x. <:. r. • • '>• -

Ia)i^Ua &\*<wL^
Ralei^ri, North Carolina
Junee^OH^ ' ' '! ; V'

-A a

Raleigh • Greensboro

2501 Atrium Drive, Suite 500 Raleigh, NC 27607 • P: 919.782.3444 F:919.782.2552
www.wopcpa.com
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NORTH CAROLINA ADVANCED'ENERGY CORPORATION

STATEMENTS OF. FINANCIAti'POSITIONfP1 ~:

December31, 2013and 2012,

Current Assets:

" Cash

. Accounts Receivable; net

Grants Receivable

Related Party Receivable
Unbilled Receivable

Prepaid Expenses

; Total Current Assets *'-.

Property and Equipment:
S..C ^Furniture and Fixtures •;

Vehicles

11:" Leasehold Improvements"
Equipment

Less: Accumulated Depreciation

Total Property and Equipment

Total Assets

ASSETS

- •. - . y •' S-

2013 p:- .'.;*: 2012

S 2,508,353 $ri 2,739,475

788,550 }•'-] -:--:v924,456

71,337 845,696

34,222 .-, ••'•/ •'' • 61,593

301,587

157,749 138,073

j'3',560,21,1!* . -.'• . 5;010,880

286,36.8c-. 1 :.' 283,078

35;883 62,385

702,231 .* •. - >. -336,393

1,535,579 1,649,940

— >" .2,560,061.- . v.-:\:<, 2;331,796

(1,734,488) (1,797,580)

825,573 534,216

$ 4,385,784 $ 5,545,096

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts Payable
Accrued Expenses

Deferred Revenue

Total Current Liabilities

Net Assets - Unrestricted

Total Liabilities and Net Assets

See accompanying notes to financial statements.

131,737 $ 306,310

209,259 171,939

151,778 63,360

492,774

3,893,010

541,609

5,003,487

$ 4,385,784 $ 5,545,096
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4

,i NORTH CAROLINA ADVANCED ENERGY CORPORATION

STATEMENTS OF ACTIVITIES.AND CHANGES IN NET ASSETS

Years ended December.31, 2013 and 2012

2013 2012

Revenues:

j Utility Funding C }:-, $ 3,837,416 $ 3,674,270
Government Grants 708,395 . . -> 2,305,833

-Interest •"'";'. ,Z '. :: 7,233 .13,744
Other Revenue I 2,565,529 '*-, -;r 2,403,173

Total Revenues 7,118,573- ': 8,397,020

'•-•'. Y

Expenses:

,•-

= Products and Services 6,090,883 '. :. . ^6,613,467
Corporate Support Services 2,138,167 1,862,864

V Total Expenses * 8,229,050 •, :; 8,476,331

Change in Net Assets ( 1,110,477 ) . ,(79,311)

Net Assets, Beginning.of Year 5,003,487 5,082,798

Net Assets, End of Year $ 3,893,010 $ 5,003,487

See accompanying notes to financial statements.
Page 6 of 22
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north carolina advanced energycorporation
*• ^ •Statementsopcashflows •'•

Years ended December 31, 20i3(and20l2

Cash flows from operating activities
Cash received from grants and donors
Cash paid to suppliers andemployees, • -..-;>-'•

I Interest received '.., ^. \ . . ^ _. •' :>\.

Net.cash provided by (used in) operating activities ,

]" Cash flows from investing activities' . [,-/.. *.
Purchaseof fixed assets '' , , \ .' '.V ...

Net decrease in cash

Cash,beginning of year '- " * ."./'."

! • Cash; end of year ' '"•' •'''- '-•

Reconciliation of change in net assets to net cash
provided by (used in) operating activities:: '; ' '" • ;

Change in net assets •<1 c " -: ' *•'•'.- ' --"• ° --^
Adjustments to reconcile change in net'assetsto cash'
•provided by(used in) operating activities:-V-;;

-a ', Depreciation i \,t ' '*•-*,..:. :o : - '"" ' * '
Loss on sale ofassetsr;-. * >.'U :••'.

Changes in operating assets and liabilities:
Receivables

Prepaid expenses
• .-I Accounts payable and accrued expenses-.,-,.
..-:, ^-Deferred revenue ... , , ,ri: -

Net cashi provided-.by (used in)operating activities. -

See accompanying notes to financial statements.

2013 2012

$ 8,438,979 $ 7,932,526
, -^(8,043,199). .. .• (9,034,'302)
" ,., ' -\ .".7,233 - o 13,744

403,013.

,. •" '{634,135 f

(231,122)

"2,739,475

(1,088,032)

( 141,453)

(1,229,485)

3,968,960

$,ia 2,508,353 '- •-£ 2,739,475

•$'"(•"1,110^477-)'- $ (79,311 )

- 328,789. . •;.,•
•13,989;- '

1-239,223,.- .'
(19,676)

(.1-37,253,)^,,-
-;••- 88,418 .. ,

194,917

( 363,702 )
(60,380)

(692,508 )
( 87,048 )

..$. . .-,403,013! $ , ( 1,088,032)

, !-"• k '. ...
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NORTH CAROLINA.ADVANCED ENERGY CORPORATION
NOTES TO FINANCIAL STATEMENTS '

Years.ended December.31, 2013 and 2012 l

1. Summary of Significant Accounting Policies

Organization and Nature of Activities: • •-,

v . f " North Carolina Advanced Energy Corporation (the "Corporation") was formed on
April 18, 1980, as a nonprofit entity. Corporate goals are directed towards helping

,. .. residential, commercial, and industrial customers improve the "return" on their
energy investment. The Corporation pursues various broad-based programs to
achieve these goals. With expertise in applied building science, industrial

. . , process technologies, and electric motors and drives, the Corporation provides
extensive'testing, training, and consulting to utilities and energy consumers.

Other related programs that have been undertaken by the Corporation' include
helping to shift demands for electricity to off-peak periods, educating consumers

- - - - about energy, researching alternatives to current eiectric generation
technologies, developing more economic sources of electric power, increasing
system efficiency and load factors through conservation and load management,
and demonstrating and promoting efficient use of electric power.

Approximately 54% of the Corporation's funding is derived from the ratepayers of
, three North Carolina investor-owned utilities and the state's twenty-eight electric

cooperatives. Should the electric utilities: and, the North Carolina Utilities
Commission ("Commission") decide that collecting, these funds'is no longer in the
utilities' interest or in the interest of their consumers, then this action could have a
material adverse effect on the Corporation's operating-results. ~ • t

Product/Service Teams:

: •• ; Product/Service teams develop'products arid services and deliver them to
..customers. These teams work in the following areas: motors, industrial process

. technologies, HVAC, residential new construction (site-built), and building
diagnostics (residential and commercial).'The Board of Directors approves the
Corporation's annual Business' Plan, which includes the plans of each of the
Product/Service Teams.

Corporate Support Services:

Corporate Support consists of corporate planning and services which consist of
accounting, contracts, personnel, office functions, and information services.
These personnel provide corporate-level management and specialized support
for the Corporation.

Use of Estimates:

The preparation of the financial statements in conformity with accounting
principles generally accepted- in the United States of America requires
management to make estimates and assumptions that affect the amounts

Page 8 of 22
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NORTH CAROLINA ADVANCEDENERGY CORPORATION;
NOTES TO.FINANQIAL STATEMENTS

Years ended December;.3.1-, 2013,and 2012

reported in the financial statements -and accompanying; notes,-Actual results
could differ from those estimates.

,-UBasis of Accounting;- ; ••,• -^ •'• .r •-••ir, "• -t . :i :»^r

The Corporation prepares its financial statements on the accrual basis of
accounting and accordingly reflects all:.significant.Tecejyables,_payables, and
other liabilities.

Receivables: •,.•„- ' .. ;rc • r,:c :.-./".''."."-

The Corporation periodically evaluates; .the,; balances;,in the-yarious aging
categories as well as the status of any significant past due accounts to determine

;... »>; nrr--;the need for an allowance.Changes in the.allowance.are charged,to the period in
- •;>•:. t which management determines;the change to-be necessary.iiv -.;'

....,..- «•"' ; When: management;determines^that:arreceivab!e is uncollectible .the balance is
•:: ,.m.:; .-•removed from, the^i receivables* balance--and is-charged against the expense.

Subsequent recoveries.oframounts-preyiouslyrwritten;off are credited directly to
earnings.

r. - .- ; Receivables consjstcof amounts due from ,state] and;,federal,grants receivable
u* •''I•'.«related-*to.:services- provided to.,customers.-a As of December 31, 2013, the

allowance -for doubtful accounts;was.$16,212::iThere,was,no such allowance for
doubtful accounts at December 31, 2012.

•';,,,<"!; ". v'- •., • j •' '••.:''\.ii' ^v-. ..IV'. ^ f;-i v';'^*v- , ^1l,\".- '.";- s"-r)
Property and Equipment: •t-Vbv /• ta. :... >: • <;"-.-•• •"

Property and equipment are recorded at cost. Assets are capitalized: ifthey have
a useful life longer than one year and have a cost of $1,000 or greater.

-• *. - c>. Depreciation expense* is-computedqn .a; straight-line basis over the estimated
. '„ . - -...useful lives of the assets-xan'ging from three to ten-years/Depreciation expense

for the years ended December 31, 2013 and 2012 was $328,789.and $194,917,
respectively.

Basis of Presentation:

,-.?' -\ In accordance with FinanciairAccounting.StandardS'Board Accounting Standards
Codification ("FASB ASC") 958-205, Presentation of Not-for-Profit Organizations,
the Corporation reports information regarding its financial position and activities
as follows: '-• -r'''"•'• •'-••'

-;.) \:. .^.UnrestrictedJNet Assets. ..-> •»•-., --.<, .r.-. .^'^

•v -Net assets,that,are:not subjecUo-,dpnor-imposed: stipulations-are considered
,. ; ,/ ^unrestricted. ;.< -• •-• \,-:\; "•> r..r^i>».-ir''. r--.:'•-. ''• • . i< ••• .'*••••

Page 9 of 22
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NORTH CAROLINA'ADVANCED ENERGY CORPORATION
NOTES TO FINANCIAL STATEMENTS

Years ended December 31; 2013 and 2012

'Temporarily Restricted Net'Assets' > '*-• ••' ' " . r

Net assets that are subject to donor-imposed stipulations that may or will be met
either by action of the Corporation and/or the passage of-time are considered
temporarily restricted.

-£'••'--. Permanently Restricted Net Assets •/; •*••'. -; . > i-,

Net assets that are required by the donor to be maintained in perpetuity are
considered permanently restricted. *\: . -?/'

Revenue Sources and Recognition:!- '• •' - * -.;• — -. - :,_

'•'- -thefunding from'investor-owned utilities regulated by the North Carolina Utilities
Commission is derived from a special charge authorized by the Commission that
may be assessed to retail customers in North Carolina on the basis of kilowatt

•"per hour usage. Other in-state member organizations are charged for services
rendered based on a charge |to their customers of no less'than 60% of the

•'•-' ^amount authorized by the Commission for regulated utilities. -\-v-J '

Revenue from government grants are recognized when either: (1) expenses are
"incurred under the/grants'- and are billed on a'reimbursement basis, or (2)
milestones or tasks have; been- completed and. billed according to the

" • corresponding payment schedule-for fixed price contracts;-.' -' -f.

Other revenue, consisting primarily of training and seminar fees and consulting
services, is recognized when earned. ' \.:.i-. « v ,m~.

Deferred Revenues: • 'l -;..'-.' o . ;i---. ^--- m . •','•"»

>The Corporation -records-deferred i revenues for payments •received from
• "customers for services that have not-been requested by those customers at year

"• ••--end. '----- • • '• ;.', •= • .•" '> "•'• -; .'.v ••• ' '.' . \ . -.• >, •.-. •--•:

Advertising Costs:

The Corporation expenses advertising costs as incurred. Advertising expense for
the years-ended Decembenr'31*, ;2013' and 2012 ,was $9,684 and $19,668,

: respectively. . *;> - ..-• X " : :• .". _< "-• .-, .- . ••-, -.v.-1.

Income Taxes: .-:*.-,

The Corporation is a nonprofit organization: as described in,Section 501(c)(3) of
the Internal Revenue Code and is therefore exempt from federal and state
income taxes'. Income-generated -by activities that.would be considered
unrelated to the Corporation's mission would be subject-to tax which, if incurred,
would be recognized as a current expense. No such tax has been recognized as
of December 31, 2013 and 2012.

r
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NORTH CAROLINA ADVANCED.ENERGY CORPORATION'
NOTES TO FINANCIAL STATEMENTS?

Years ended December31, 201:3 and 20.12f

The Corporation evaluates all significant tax positions as required by accounting
,/- a.;-, ,;principles^generally accepted in.the.United States of/America.- As of December

• V" -: ^ 31, 2013, the Gprporation-does not believe that jt has taken any. positions that
'm \ ,' ,:- ,* would require the recording of any^ additional ,tax;liability,jnor,dpes;it;bel|eye that

f - •' ;.*>. - there are any unrealized, tax^benefits;-that, would either' increase. or^decrease
*../i„. \~"--- . .within the next year./ • ;-c / •*.&>> -'"•• ,. // -\ / •-- -it- \ - .&•/.
••> ... v-"'/ •;..• '•- .'.'fT •./» z-'*i.ryr '--.:-.} .-:''r:- r'-s-:-».* •.-•- &'<' ••';* '•*' V ••'• "%- -'-^t.

The Corporation'is subject to routine, audits by/taxing jurisdictions;' however,
there are currently no audits for any tax periods in progress. Management
believes it is no longer subject to income tax examinations for years prior to:
2010.

> •/ Reclassifications:^. ..».,--. .n ..- ••uc\- /j /;'<./.• -•'"'•:• ** • • ?r - •'•'

•---. . •.!- Certain,amounts- in the; 2012 financial/Statements, tiave,- been reclassified to
. -/, //conform ,with-;",the, 201,3 presentation-with,, no;: effect *)n/previously, reported
:.:cr j;.changes; in^net assets. ,r-, -.r*- t- •• .-->/ -» • ^-./•:: •.-, . ';» -„-; .-

2. ;Cpncentrations;of Credit-Riskj-y „- --.\,r ~ -" -c . . t\^ °> " t>, . r - ' :^/

The Corporation maintains bank accpunts at local banks. Accounts at the institutions
... ^are insured^ by the Federal) Deposit Insurance Corporation CRDIC"), up to $250,000.

. .. Cash at these institutions exceeded.federally,insured limits:/.The,.amou.nt_in/excess of
/v ;the;FDICIimit;totaled $1;899,01,4 ,and:$1,555,089;, atDecember/31, 2013.and 2012,

respectively. , V"'"'A - <)*'• \'\^j\ •'-•• /--1

North Carolina investor-owned utilities arid electric cooperatives- comprise/54%, oMhe.
Corporation's 2013 revenue and 47% of receivables as of December 31,., 2013. The
utilities comprised 44% of the Corporationis 20;12;rev;enue,andj20.% of receivables as of
December 31, 2012.

3. Lease Commitments: /„ -<,/ v":..•*"'

The Corporation Ts'obligated under an operating lease for the rental of office space. Rent
expense.tqtaled $489,-71.8 and $480,479 forri2013 and 2qi2,:respectjyely. -

Future minimum lease payments under.operating leases are as follows:,- ..

Year ending December 31, Amount-': •'

'' ' 2014 ' ' $ 495,000
2015 495,000

' •> •2016 h.•••'• 454,000
~ ' ' ' " -* "$J" 1,444,000

< x

,w.r

•. 'i.
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NORTH CAROLINA ADVANCED ENERGY CORPORATION
NOTES TO FINANCIAL STATEMENTS: 10

Years ended December 31, 2013 and 2012

4. Retirement Plan:

1--The Corporation has'established a defined contribution retirement plan\mder Section
' 403(b) of the Internal Revenue Code." The plan benefits all employees meeting certain

f- ' eligibility requirements. Employees'are allowed to" make-contributions to the plan in
additioni'to-the Corporation's contribution which is based-on an employee's level of base
wages. Employees become 100% vested in the Corporation's contribution concurrent
with meeting the eligibility requirements. Retirement expense for 2013 and 2012 was

-*-••• $405,733:and $385,483,-respectively;^^ •"* • - " \-v/ •" ,-<:

5/ Related Party:* " "•• '( ••• ^ :«:/ ,. /-.,/. Or. ; - .•. r: .

In February 2003, NC GreenPower Corporation ("NCGP") was incorporated as a
nonprofit entity. The mission of NCGP is to provide financial incentives to1 encourage the
development of renewable energy resources. It is funded primarily by voluntary
contributions frorrvelectric utility ratepayers in NorthCarolina. The Corporation's Board of

1 Directors constitutes•"the members* of NCGP.'Certain resolutions:of the Board of
Directors of NCGP require two thirds of the votes of the membership'to adopt. The
Corporation historically provided contributions for marketing and administration
operations to NCGP each year based^on NCGP's need and at the determination bf'the
Board of Directors.

• -' During 2013 and^O^/the Corporation charged NGGP for services provided by its staff
and use of -facilities in the-amounUof $427,073 and $357,435 respectively. As of

•••<•" December'31, 2013 and 201S, the XbrporatiorKwas due $34,222 ^and $61,593,
respectively from NCGP.

6.-Functional Expenses:- " ;•'"." - ~ ••"'•-

" -- • Functional expenses consist of the following:'

2013

- !

i,,

Products/ Corporate ">T , j;i<'•'>' -' ^ fi.
Services Support '•

Salaries "\ ''",'.,. ' $ 3,36"3,740: $ 988,052 /;$'4,351 r792
Professional services' '' ' ,; 454,306 ~; '244,52? ""•' • 698;833;':
Fringe benefits,. o 871,08Q .270,547 1,141,627..
Facilities " w" "r "637; 133* ' ' 215,078 ' 852,211' "'
Travel and meetingsv: 401,416.-„, 168,862 570,278
Other costs •7\, -. ""19,770 ,"/ 2,535 22,305
Team expenses.. . 245,454 141,157 386,611
Equipment /' '* 97,984 ' 107,409 205,393

$ 6,090,883 $2,138,167 $ 8,229,050
K"

Page 12 of 22
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NORTH CAROLINA ADVANCED ENERGY CORPORATION

NOTES TO FINANCIAL STATEMENTS 11
Years ended December 31, 2013 and 2012

2012

Products/

Services

Corporate
Support

Total

Salaries

Professional services

Fringe benefits
Facilities

Travel and meetings
Other costs

Team expenses
Equipment

$ 3,370,194

939,789

949,539

514,175

462,010

1,697

289,369

86,694

$ 778,580

435,392

174,822

162,736

136,372

1,976

93,673

79,313

$ 4,148,774

1,375,181

1,124,361

676,911

598,382

3,673

383,042

166,007

$ 6,613,467 $ 1,862,864 $ 8,476,331

7. Subsequent Events

Management has evaluated subsequent events through June 6, 2014, the date which
the financial statements were-.availablefto; be;issuedr> No-significant subsequent events
have been identified by management.

Page 13 of 22
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SUPPLEMENTARY INFORMATION
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Williams Overman Pierce, LLP
Cerfified'Pubfe

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAUREPORTING AND ON COMPLIANCE AND OTHER MATTERS •
'.-BASED ON AN AUDIT OF RINANClAL-STATEMENTSPERF^ORMED IN:t>a
:.! • ACCORDANCE-WITH GOVERNMENTAUDITING'-'STANDARDS.--^''"

Board of Directors • '•-• ••<)' :<'''•-'>j <:'•'• ••"• _>
North Carolina Advanced Energy Corporation;
Raleigh, North Carolina •••''• " ;-"! to '-<-''-: ':

-^V"- •:'

We have audited, in accordance with the auditing standards generally accepted in
the United States of America and the standards applicable to financial audits^
contained in Government Auditing Standards issued by the Comptroller General of
the United States, i-th'e-financial- statements of North Carolina Advanced Energy
Corporation, which comprise the -statementsfinancial' position as'of December
31 ,• 2013,i and-the related statements of activities andfchanges in net assets and;
cash flows for^the" year then ended; "and othe- related notes'"to the- financial:
statements,'and haveissued our report thereon dated June 6|-20T4.- •; -<v ('• ^

Internal Control Over Financial Reporting

In planning and performing our audit =\>f the: financial statements; we considered
North Carolina Advanced Energy Corporation's internal control over financial
reporting (internal control) to determine.the audit procedures .thai,are appropriate
in the circumstances for the purpose of expressing our opinion on the financial,
statements, but not for the purpose of expressing an opinion, on the effectiveness
of North Carolina Advanced Energy Corporation's internal control. Accordingly, we
do not express an opinion on the effectiveness ofNorth Carolina Advanced Energy
Corporation's internal control over financial reporting.

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

Our consideration of internal control was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in
internal control that might be material weaknesses or significant deficiencies.

. Given these limitations, during our audit we did not identify any deficiencies in

Raleigh* Greensboro ™ _. - .:

2501 Atrium Drive, Suite 500 Raleigh, NC 27607 • P: 919.782:34*4;£^?.7?2j2552j
www.wopcpa.com
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internal control that-we consider, to be material weaknesses.; ..However; material"
weaknesses may exist that have not been identified.

Compliance and Other Matters .

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

Purpose of this Report ; ; t , - ;n ^^. V/ .•%>,•>.

The purpose of this report is solely to describe the scope of our testing of. internal:
control and compliance .and the results of ;that testing, and not to provide an:
opinion on the effectiveness of the.entity's.internal control or on compliance; This
report is an integral part .of an audit performed in accordance with Government,
Auditing Standards in considering the entity's internal •.control, and compliance,1;
Accordingly, this communication is not suitable for any other purpose.

W(^t* Oyt^^ B*uv.-:, L.L.P
Raleigh North Carolina7
June 6, 2014 • • ' ' \\-<

,r f".',* .,,

••0 •> "'><

Raleigh • Greensboro

2501 Atrium Drive, Suite 500 Raleigh, NC 27607 - P: 919782.3444 F: 919.782.2552
www.wopcpa.com
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Williams Overman Pierce, llp
Certified Public Accountants and Consultants

i •>. r

'INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR -y
PROGRAM AND'ON[INTERNAL CONTROL OVERCOMPLIANCE*REQUIRED BYp

!- *'"V " :;;i" :: '"- - OlviB'CIRCULARA-133;L; ;; [ ^'^? '.'">''"% -"

Board bf'Directdrs" ;•'"...' .-^'l.'r..,, ,'!.',. j,; , ,.'." --'-.-'*•"/. -.•
North Carolina Advanced Energy Corporations '^ iJ • '_' • ' . "^ , ;
Raleigh, NorthCarolina" •' ."' "'" '' 'J •'" ' "W"',/. .'.

ReportonCompliance for Each Major Federaj;Program ^ , ' , ,

We,fhave:iauditedrNorth''Car6li=na Advanced Energy *borp6ratibn,s,comptia:rice with'the;
types of compliance requirements described in the OMB Circular A-133 Compliance

•Supplement that could have a direct and material effect on each of North Carolina
Advanced Energy Corporation's major federal programs for/the year ended December^
'31',: 2013., North Carolina Advanced,Energy Corporation's major federal programs are1
identified in the summary: of auditor '̂ results'section^

• findings aridquestionedcosts. '' -•'J;-:'' -• '•*'-' '-; ; ^ "~ :; ^'".' " .„_,",,.

Management's responsibility
-,1; ;

Management is'responsible for compliance" with the' requirements of laws; regulations,
contracts, and grants'applicable to its federal programs.. f';X^;. '".^, '. :., s3. '[

Auditors' Responsibility:

Our responsibility is to express an opinion orvWmpliance for each of North Carolina
Advanced Energy's major federal programs based on our audit of the types of
compliance-requirements referred to above. We conducted our-audit*of compliance' in
accordance'with auditing standards, generally"acce>ted";irir4he\United States ;pf
America;'the standards applicable to financial audits contained 'in 'Government
Auditing Standards^issued by the Comptroller General of the United States; and OMB
Circular A-133, Audits of States', Local 'Governments, and'Non-Profit Organizations:
Those standards and OMB Circular A'-133 requirethatwe plan and perform the audit
to obtain reasonable assurance about whether noncompliance; with the types of
compliance requirements referred to above-that could; have a 'direct and material; effect
on a major federal" program occurred. An audit includes examining, on'a test basis;
evidence about' North 'Carolina Advanced( Energy's' compliance with ;,those'
requirements and performing such other procedures as we'considered'necessary in
the circumstances. . ,

We believe that our audit provides a-reasonable basis for*ouf opinion on compliance
for each major federal program. However, our audit does not provide a legal
determination of North Carolina Advanced Energy's compliances ,/.,; , ^v* >v .:.,;'

Opinion on Each Majorfederal Program

In our opinion, North Carolina Advanced Energy Corporation complied, in all material
respects, with the types of compliance requirements referred to above that could have

Raleigh • Greensboro

2501 Atrium Drive. Suite 500 Raleigh. NC 27607 • P: 919.782.34W F: 919782.2552
www.wopcpa.com
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<sT'V-:/i. ' -•*'.'»'.;
• a direct and materiaUeffect on each.of its.major federal programs for the year ended •

December 31,2013. , -,..-...--,_ _,....._.

Report on Internal Control Over Compliance

Management o'fc North Carolina Advanced Energy. Corporation -is responsible for
establishing and maintaining effective internal control over compliance, with the types
ofcompliance requirements referred to above.. In,planning and performing our audit of i
compliance, we considered North Carolina Advanced Energy Corporation's internal
control over compliance with the types of requirements that could have a direct and
material effect on a major federal program to.determine the auditing procedures for the
purpose ofexpressing an opinion on compliance for each major federal'program arid
to test and report on internal control over compliance in accordance with OMB Circular
A-133, but not for the purpose ofexpressing an opinion on.the effectiveness of internal
control over compliance. Accordingly, '̂we do not'' express an opinion on the i
effectiveness.of North. Carolina Advanced Energy,Corporation'.s internal,control over,
compliance' „ • _/ . '•""*,-.•'- /,,V.' *' - ^-• •-• - ' • • ••>•-'

AdeficiencyIn internal contrpl over compliance exists when, the design or operation of
a control oyer ^compliance does not allow management or employees, in the normal
course of performing their assigned.functions, to prevent, ^or detect,and ^correct,
noncompliance with a type of'compiiance: requirement of afederal program on a timely,
basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance,.such that there,is a, .
reasonable possibility that material noncompliance with "a type'of compliance'
requirement of a.federaLprqgram will not,be. prevented, or detected and corrected, on
a timely basis. Wsignificant deficiency in internal .control oveY complianceJs a,
deficiency, or a combination of deficiencies! in internal control over compliance with a
type of compliance requirement of a federal program that is.less severeJhan a
material weakness in internal control over compliance, yet important enough to merit
attention by those charged>with governance. .-.

Our, -consideration,, of internal, control ;over compliance was Tor the limited purpose
described in the first paragraph of.this;,section andwas^not designed, to identify all'
deficiencies in.internal control over compliance that might be.material weaknesses or
significant deficiencies. vWe did riot identify any deficiencies in interriaLcontrol over
compliance that we'consider to be. material weaknesses. However, .material'
weaknesses,mayexistthat have not been identified. r' !" ,\ ., .,/' ' „ 'l

The. purpose of this report.on internal control sdver compliance is solely to.describe the"
scope 6fi:pur testing of internal control over compliance and the results of that testing'
based on the requirements of OMB" Circular A-133. , Accordingly, this report is" not
suitable forany other purpose. . " ""' ^ '''' _ ,* «-!

Ia)CM^ Drt*^ /Lu^ .A.I.P ,, ., . .
Raleigh, North Carolina ::>;/;* •' •;.-. --< :.r.--. -. - ...-,"; •-; L,•••.-' •-. .. . ;. s, -.,./
June 6, 2014

Raleigh • Greensboro
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NORTH CAROLINA ADVANCED'ENERGY CORPORATION;
.' ^SCHEDULE-.ORFINDINGS AND QUESTIONED:COSTS '

' Year-ended DecemberSt; 2013

17

A, SUMMARY OF AUDITORS'RESULTS: . Y;<VA;:\- -J * 'I - -.->'• v.; V l:C-^:'^' .r.

1.- The auditors' report expresses an unmodified opinion on the; financial statements of
North Carolina Advanced Energy Corporation.

2. No deficiencies in internal control over financial reporting and compliance and other
matters were reported in the Independent Auditors' Report on Internal Control.oyer
Financial Reporting and .on Compliance and Other Matters Based on.an Audit of
Financial Statements Performed in Accordance with GovernmentAuditing Standards.

3. No instances of noncompliance material to the financial statements of North Carolina
Advanced Energy Corporation, which would be required to be reported in accordance
with Government Auditing Standards, were disclosed during the audit.

4. No deficiencies in internal control over major federal award programs were reported in
the Independent'Auditors' Report on Compliance for Each Major Program and on
Internal Controlpver Compliance Required by OMB Circular A-133.

5. The auditors' report on compliance for the major federal award programs for North
Carolina Advanced Energy Corporation expressesan unmodified opinion.

6. Audit findings that are required to be reported in accordance with section 510(a) of OMB
Circular A-133 are reported in this schedule.

7. Major programs include the Research and Development Cluster reported on the
Schedule of Expendituresof Federal Awards.

8. The threshold for distinguishing Types Aand B programs was $300,000.

9. North Carolina Advanced Energy Corporation qualified as a low-risk auditee.

B. FINDINGS - FINANCIAL STATEMENT AUDIT

None

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS
AUDIT

None

Page 21 of 22
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NORTH CAROLINA ADVANCED ENERGY CORPORATION'
SUMMARY SCHEDULE OF PRIOR FINDINGS AND QUESTIONED COSTS

Year ended December 31,-2013

18

A. FINDINGS-FINANCIAL STATEMENT AUDIT -'' .iV.!7. s; u • "i . - . v,

'* '- • None"":'" ;r J :;-'; v; .-:-!;, • •. :r, t _•' , .. . •.._- _ , -;- ,,,- ..

B. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

None.' ' •'•"•"• ' ', t: "vc .'- •>•-. •• • ••'•••. -•. :~.. i -*•:•••_ • .-,•

'. ; • i. • / • •

'f- t., * "," >y~-t 1> •-.'.* '*•*", 1
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