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INDEPENDENT AUDITORS REPORT

peagTL R

.
L E Fes

.Board of Dlrectors S . t

North Carolina Advanced Energy Corporation .
Raleigh, North Carohna et AT
Report on the Fmancral Statements L SR GANE LA

We. havé audited the: accompanylng financial statements of:-North Carolma Advanced '
Energy. Corporation:: (& nonprofit. organization). which* comprise the . statements:: of
financial position- as:of December: 31, 2013 and-2012; and ‘the- arelated_statements of

activities and. changes-in: riet assets,: and cash’ ﬂows for the years then ended; and the
e S S S ‘. Y :‘f;jp“r_._" ooy

related notes to the fi nancral statements

{1

Management s, Responsrb.-hty for the Fmancraf Statements

GhT st BN RO IS T T S :
Management |s respon5|ble for. the préparationand:fair- presentatlon of these f nanC|aI
statements in: accordance with.accounting principles, -generally accepted:in the United
States of- America:. thisincludes ‘the- design;:timplementation, .and. malntenance of
internal: control relevant to the. preparation' and. fair presentation of fi nanmal statements
thatare free from matenal mlsstatement whether. due to fraud OF &IIOF.: i .t

N L T s T e E e A g L HE Y HiE '.i-‘t:

' .Audrtors Responsrbrfrty ' e ST R R

¢ Qur respon3|b|||ty is to express -opinions on: theserf rancial statenients . basedﬂon our
audits. We conducted our audits in accordance with auditing standards generally
accepted ‘in the. United States/of America: and- the" standards applicable to:financial -
audits, contained - in Govemment "Auditing - Standards, . issued;. by “the Comptrolier
_ General.of-the ‘United States..-Those standards require that:we plan and:perform: the
audit to obtain reasonable: assurance about whether the fi nancral statements are free
from matenal mrsstatement S Vit TR oty oAt o

* - e Tder e
rw.“.;; VAT e RYTE

An audlt mvolves performlng procedures to obtaln audlt ‘evidence: about the amounts
and disclosures: in the-financial statements; ' The procedures-selected depend on the
auditors] judgmentulncludmg the asséssment-of the risks of material misstatement. of
the financial statements, whether.:due. toi fraud. orsjerfor. . It making. those :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 circumstandes, but not. for the purpose of expressrng an
opinion on the effectiveness of the entity’ s lnternal control. Accordmgly, we express

" no such opinion. An audit also inciudes evaluating the approprlateness of acoountlng :
policies used and the reasonableness of significant accountlng estimates made by
management, as well . as evaluattng the. overall presentation of the’ financial
statements

| We believe that the audit ewdence we have obtained. is sufficient and.appropriate to
prowde a basis for our audit opinions.

PRSI
i
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'Opr‘nion R

In our oplnion ‘the financial statements referred to above present fairly, in aII matena! o
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 accountlng principles generally accepted in
the United States of America. . B R T

Other Matters ' O I TR
Other Information S o B T IR PRCARF Ve i

Our-audit was conducted- for the purpose “of formlng an opinion ‘on’ the financial .
statements as:a-whole. The- accompanylng schedule of expenditures of federal awards |, - §
is presented on’page 12 as réquired by U.S. Office .of Management and Budget o
Circular A-133, Audits 'of-States; Local Governments, and Non-Profit Organizations, is
presented for purposes of additional analysis and is-not-a 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 Tecords’ used to.
prepare the financial statéments. The information has been subjected to the auditing
procedures applied in the audit of. theifinancial: statemients and certain -additional:
procedures, “including - comparing: and. reconciling such -information" directly ito .ther -
underlying accounting andother records used to-prepare the financial statements.or t6'
the.financial- statementsthemselves; and-other additional: .procedures in ‘accordance
with auditing standards: generally accepted in’ theUnited  States: of America. :In: our.

-, opinion, the information is farrly stated in all matena! respects in relation to the fi nanmal
statements as a whole. . (I SREIIR RS B PR P

Other Reportlng Reqmred by Government Audrtrng Standards .;'s-f».:‘a-_‘ j:'. S

In accordance W|th Government Audrtrng Standards we have also |ssued our. report ,
dated:: June 6. 2014 on:our" consrderatlon ‘of: North .Carolina “Advanced Energy.
Corporatlon s.internal control over financial reporting dand on our tests of its compliance
with certain.provisions.of-laws; regulations scontracts, ‘and.grant agreements and other.
matters. The purpose of that report is todescribe the scope-ofiour testing of.internal
control over financial reporting and compliance and the results of that testing, and not
to provide an opinion:on the interrial. control over financial reporting+or.on compliance. -
That report is' an’ integral part-of-an audit performed in accordance with Govemment.
Auditing» Standards -in - considering” North Carolina . Advanced Energy Corporatrons
mternal control over f'nan0|al reportlng and compllance y SEL L, :

IorEeaT

Ralelgh North Carollna .
Jung 6,20147 1 T
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i7" NORTH CAROLINA ADVANCED’ENERGY CORPORATION /
“iin. ' STATEMENTS:OF FINANCIALPOSITIONT# ~*
- December 31, 2013.and 20127
LT _ _ I ASSETS
e e . 2013 i o L2012
. Current Assets: ~.  ~ : T
~¢ < .Cash S $ 2,508,353  $¢u 2,739,475
" . Accounts Receivable; fiet 788,550 .+ n17024,456
Grants Receivable 71,337 845,696
" ‘Related Party Receivable 34,222 17 .7 61593
Unbilled Receivable | 301,587
Prepaid Expenses 157,749 138,073
.o < Total Current Assets * »3,660,214:5 .- - 5,010,880
A Property and Equipment: : : .
(U0 iFurditure and Fixtures & 286,368+ . 283,078
Vehicles ' 35,883 - 62,385
: ti7 Léasehold Improvements 702:231 .7+ .».--336,393
Equipment 1,535,579 - 1,648,940
Rt e o 12,660,0617 noin 2;331,796
ess: Accumulated Depreciation ' (1,734,488) (1,797,580)
ST et L el et L '
“Total Property and Equipment ' 825,573 534,216
Total Assets $ 4385784 $ 5545096
LIABILITIES AND NET ASSETS
" Current Liabilities: : _ .
Accounts Payable $ 131,737 % 306,310
- Accrued Expenses 209,259 171,939
Deferred Revenue 151,778 ‘ 63,360
Total Current Liabilities 492 774 541,609
Net Assets - Unrestricted 3,883,010 5,003,4787
Total Liabilities and Net Assets $ 47385784 $ 5545006
See accompanying notes to financial statements. T R e
PR S Page 5 of 22
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~...1" NORTH CAROLINA ADVANCED ENERGY CORPORATION
STATEMENTS OF ACTIVITIES.AND CHANGES IN NET ASSETS
Years ended December.31,.2013 and 2012

2013 2012

Revenues: _
= Utility Funding « 3% ‘ $ 3,837,416 $ 3674270
. Government Grants . 708,395 .. - 2,305,833
o Interest e TN ) 7.233 .. .13,744
<. Other Revehue’ - 2,565,529 .. -ir 2:403,173

T

£ Total Revenues 7,118,573 . ' 8,397,020

Expenses. . ;
.4 . Products and Services 6,090,883 ., . .B,613,467
Corporate Support Services 2,138,167 1,862,864

o %1% Total Expenses ° 8,229,050  -. - 8,476,331
:Change in Net Assets ' (1,110,477 ) .. (79,311)

Le

“ [ Net Assets, Beginning of Year 5,003,487 5,082,798

‘Net Assets, End of Year $ 3893010 $ 5003487

i1 ¢
—

: b a

4 " 5

+ M s

3 o !

- T
1o
Fos
E = 4
N

See accompanying notes to financial statements. SRR
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P NORTH 'CAROLINA ADVANCED ENERGY CORPORATION
. . STATEMENTS OF CASH FLOWS * )
Years ended December 31,2013'and 2012

s e .
+ T s gmesrume moo<
R = R :

2013 2012

w

Cash flows from operating activities T S I T
Cash received from grants and donors $ 8,438,979 $ 7,932,526

~ Cash paid to suppliers ¢ and employees Tt el 8,048, 199). .. - (9,034:302)
. Interest received ", e 7,233 ,_;_,_ 13,744 -

ah

B Net cash provnd;d by (used |n) operatmg ac‘t\l\nhesf; } . 403013 - {1,088,032)

L "~ Cash flows from mvestlng actlwtles o o

P " Purchase of flxed assets ‘( fg .,._.‘xr" L t(634135_l - {141,453)
_ NEt_decr??,Se incash. R N (231 122) . (1,229,485)

© - “Cashbeginning ofyear = * " R j 2;739 475> 3,968,960
IR S ' , S TRTSNCE SN U L i

- Cashienddfyear v ECw T §0 /2,508,353 * -8 2.739.475

Reconciliation of change in net assets to net cash
" <™ provided by (Uséd in) operatlng actlvmes ! s
% - Change iri net assets - it R L
" Adjustmients'to reconcne change in- net assets to cash o
-provided by. (used |n) operatlng actwat:es S S
RPPUIE Z Depreciation ¢ ~.:¢ - ey oI A 1 . —'-328,789,-‘. st 194,917
Loss on salé of-assets ST TR L ~ 13,989: 7 .-
Changes in operating assets and liabilities:
Receivables . 1,239,223, - -{3B63,702)
Prepaid expenses (19,676). (60,380)
. -~ Accounts payable and accrued expenses.s-. . .o = 6137:253 ) o (692,508 )
e e, Deferred revenue .. I . - ;o 88418 . (87,048 )

i KRN

$(1110477) 8 (79,311)

Net cash prowded hy’(used |n) operatmg actwmes ) i . 3. ..403.013, S (1,088,032 )
-
: i § i, :
T, 3 v . el

See accompanying notes to financial statements.
I Page 7 of 22
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NORTH CAROLINA ADVANCED ENERGY CORPORATION
NOTES TO FINANCIAL STATEMENTS ' 6
Years__e,ndegi December. 31, 2013 and 2012 "

1. Summary of Significant Accounting POIicies
Organization and Nature of Activities: N
w8 North Caroiina 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 prowdes
~-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 electric generation
technologies, developing ' more economic sources of electric_power, increasing
~ system efficiéncy and ioad factors through conservation and load management,
and demonstrating and promoting effi cient use of electric power
Apprdximately 54% of the Corp_oration's funding‘ is de[iyed from the ratepayers of
, three North Carolina investor-owned utilities and the state's twenty-eight electric
s cooperatives. Should the -electric utilities: and. -the North Carolina Ultilities
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 operatlng results -
~ Product/Service Teams:
Product/Service teams develop’ products and” $efvicés and deliver them to
.-customers. These teams work in the following areas: motors, industrial process
technologies, HVAC, residential new construction (site- bunt) and building
diagnostics (residential and commercnal) ‘The Board of Director§ approves the
Corporation's annual Business Plan, which inciudes 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 § of 22
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- NORTH CAROLINA ADVANCED. ENERGY ‘CORPORATION:
NOTES TO.FINANCIAL STATEMENTS 7 -
Years endec_l Recember31, 2013,and 2012

reported in the financial statements: 'and;aﬁccom_p_an_y,i\ng;,;no_tes;._‘iActuat results
could dlffer from those estimates. .
e L R T T A - L R

The Corporation prepares its financial statements on the accrual basis of
accounting and accordlngly reflects -all: significant. recelvables ‘payables, and
_other I|ab|l|t|es

3 f e 4 . k3, . s S b 1oL b
J. Wt . O = a * . > EREE N eoat Te Aur,

Recelvables R A+ LR BT S P

.......

earnmgs

L

Yo e 1IN T

Property and Equment ‘ Wy b BB Eerh T e BTN

Ba5|s of Presentatlon

T

e, A

s S St h
[ E A -

The Corporation periodically evaluates: the:-balances: in- _thiesvarious aging
categorles as well as the status of any significant past due accounts to determine
.ithe need for an allowance -Changes in the allowance.are charged to the period in

whlch management determlnes the change to-be. necessary; i

N Ay v . Lt m g e e
.__5“!..~--lp -.--av-. v fedeet

Subsequent recoverl_es, of am_o,_unts prewously wrltten off are .credited d|rectlyrto

(R TN 3o R wEnoAn -4 1‘.-: TR N T et e
Recelvables con3|strof amounts due from .statei and. federal. grants receivable
- wrelated o -'services: provided to.customers. . As of December. 31, 2013, the
allowance-for doubtful accounts:was. $16; 212 There ,was.no- such allowance for
doubtful accounts at December 31, 2012.

I N I T TS T

Property and eqmpment are recorded at cost. Assets are capltahzed if'they have
a useful life longer than one year and have a cost of $1,000° or greater.
Deprematlon expense: is:computed-on .a; straight-line -basis over the estimated

- useful lives of the assets-ranging from three-to ten. yearsDepreciation expense

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

oA NI St SURCR S

. t ‘. ““. TR }, iy, T I e ,u—‘ 7“_‘_"-.'.

In accordance W|th Fmanmal Accountlng Standards'Board Accounting Standards
Codification (“FASB ASC”) 958-205, Presentation of Not-for-Profit Organizations,
the Corporation reports information regarding its financial p05|t|on and activities

as follows: ST
Unrestrlcted Net-Assets..iv ~1ema Lo R U a

ﬁ R TE R ,,.‘;.* r*.-‘ca.g:;“g'- 2 w‘m" STRTVURRE LI A ' B PRSI
;Net assets: that are not subject to donor-lmposed stlpulatlons -are considered
unrestrlcted R T Ao T O C R

AT e "‘L.’” SR VAT PR S R T

R - . I
et d s - "
Ioa e e et
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NORTH CAROLINA ADVANCED ENERGY CORPORATION

NOTES TO FINANCIAL STATEMENTS: - 8
Years ended December 3122013 and 2012

® P
oo

*Temporarily Restricted Net-"AsSets‘ L
Net assets that are subject to donor-|mposed stipu!atlons that may or will be met
either by action of the Corporation and/or the passage of.time are. con5|dered
temporarlly restrlcted

S BRS R T L ‘ -

SR Permanenttv Restncted Net Assets T TR e A

Net assets that are required by the donor to be malntalned m perpetwty are
considered permanently restricted. N ,

Revenue Sources and Recognltlon b w
R The fundlng from mvestor—owned utI|ItIeS regulated by the North Carollna Utilities
Commission is derived from a spécial 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
SR rendered -based on a:charge.ito their customers of ‘no less:than 60% of the
~ v amount authorized by the Commission.for regulated utllltles SR

Revenue from government grants are recognized when either: (1)' expenses are
“iincurred.-under the:‘grants and are billed on a-reimbursement basis, or (2)
-milestones or tasks -have: been: completed ‘and .. bllled -according to the
. correspondlng payment schedule for flxed prlce contracts SR
I T
Other revenue, con5|st|ng prlmanly of tralnmg and semlnar fees and consulting
services, is recognlzed when earned. 3 P L
Déferred Révenues: = @ "% farsia Toin s e me ety
.,,\ -y_rs :!; ‘. ‘..‘ . . *_"‘_:. ., “t :3:-?’“. e &“, L= b . 'r:,,' =, \ ) J.‘, -
i The . Corporation -;records - ‘deferred rrevenues for payments received from
customers for serwces that have not been requested by those customers at year
‘wend. R Lt T T F 2R A

Advertising Costs: o
The Corporation expenses advertising costs as lncurred Advertlsmg expense for
* the 'years. ended December.r‘31a 2013 and 2012 .was $9 684 and $19,668,
respectlvely ! _

IncomeTaxes: . HRIETERE s

The Corporatlon is a nonprofit organlzatlon 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. '

Page 10 of 22
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NORTH CAROLINA: ADVANCED ENERGY CORPORATION'
'NOTES TO FINANCIAL STATEMENTS:! .9
Years ended December-31, 2013 and 2012’

2 . ‘ ‘
g e e .“.r ’Q

The Corporation evatuates all significant tax positions as reqwred by accountlng

= « =, .principles-generally: accepted in the United- States of -America- As of December

<. ¢ . 31; 2013, the ‘Corporation-does..not believe that it:has taken any. positions that

cromeis e - would require the recording.of any:additional taxliability,; nor does;it. believe that

..+ ins - there. are- any unreahzed tax- beneflts that would elther mcrease ors decrease

PR UL .ﬂW|th|n the next year;: S e SR I S
e L

: Sty ‘;"’Hf"‘" - “ "-l'. . ‘@e LB R A "
-The Corporatlon is subject to routlne audsts by taxlng Jurlsd|ct|ons however _
there are currently no audits for any tax penods in progress. Management

believes it is no longer subject to income tax examinations for.years -prior to;

2010
LT f*-;:, B A VI A A
Reclassmcatlons Gt e w oy
SENY Certaln amounts in the 2012 fi nancna!;, statements have been reclassmed to
- ~conform. . with.. the. 2013 presentatlon W|th . ho;: effect on, prewously reported
s g changes in- .net assets R TS TS LRI I
SRR B o R R T SR N
2. Concentratlons of Credlt RISk AR St A I VR U LR A4 .

The Corporation maintains bank accounts at |ocal banks. Accounts at the instltutlons

_.are insured by the Federal: Deposit-Insurance Corporation: (“FDIC™), up -to $250,000.

-, -+ Cash at these~ |nst|tut|ons ‘exceeded federally insured limits; -, The .amount: in: excess of

220 - the FDIC limit totaled $1,899,014 and $1,555,089: at, December 31 2013 and 2012,
respectlvely . T T e et T

North Carolina investor-owned utilities and electric cooperatlves comprise, 54% of.the
Corporation's 2013 revenue and 47% of receivables as of December 31, 2013. The
utilities comprised 44% of the Corporation’s 2012; revenue,and; 20% of recelvables as of
December 31, 2012

3. Lease Commltments

- The Corporatlon is obllgated under an: operatlng lease for the rental of office space Rent
expense totaled $489, 718 and $480, 479 for. 2013 and 2012, respectlvely

Future mlnlmum Iease payments under operatlng leases are as folloWs

Yeerﬁenqu December 31, Amount=a <t T
U 2014 o $ 495000 ,‘ ol ﬂ'—“\?:r“;
s o015 495,080 " I
_‘_:,,120_1:6 ; PR 454,000 o
U S $, 1,444’000

PR Page 11 of 22
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NORTH CAROLINA ADVANCED ENERGY-CORPORATION-
 NOTES TO FINANCIAL STATEMENTS: 10
Years ended December 31; 2013'and 2012

4 Retlrement Plan:

D T T TSR B FOE T o
: M T [E - PSR

- i L . L= N -

S The Corporatlon hasa estabhshed a defined contrrbuhon retlrement plan “under Section
. 403(b) of thé ‘Internal Reverue Code! The plan benefits all employees’ meeting certain
A0 gligibility - Tequiremerits.” Employees ‘are ‘allowed to" make: contributions to the plan in
= . gdddition t0-the Corporation's contr|but|on which is based on an employees level of base
wages. Employees become 100% vested in the Corporation's contribution concurrent
with meeting the eligibility requlrements Retlrement expense for 2013 and 2012 was

$405 733 and $385 483 respectlvely B T T e

* P, Lo o ]
e . Pt L

5 Re|ated Partyf ': A -,_.'% "‘_?..’;';". B N R A T

In February 2003, NC GreenPower Corporation ("NCGP") was mcorporated as a
nonprofit entity. The mission of NCGP'is to provide financial incentives to ericourage the
development of renewable energy resources. It is funded primarily by voluntary
“contributions from-electric utility ratepayers in North Carolina. The . Corporatlon s Board of
- “Directors constitutes” the members:of NCGP. *Certain resolutions ~of the Board of
Directors of NCGP require two thlrds of the votes -of the membershipto adopt. The
Corporation. historically = provided contributions  for marketing and administration
operations to NCGP each year based:on NCGP's need-and at:the. determination.of the:
Board of Dlrectors
" Dur!ng 2013 and 2012 ’the Corporatlon charged NCGP for services prowded by its staff
- and"use of facilities”in the- amountiof $427,073 and $357,435. respectively. As of
+" December 31, 2013 and 2012, the" Corporatlon ‘was due $34, 222 and $61 593,

respectively from NCGP. S
6 Functlonal Expenses B I Lo e AN
Functlonal expenses con3|st of the followmg:‘ S e TR e
PO L B
2013 , ! )
Prodl_Jt':tsl - Corporate - ;‘fo*c‘aia;: e B
R o Services Support
Yo Y Salaries T vt $ 3363 740" '$ 988,052 ' 4,351,792
Professional sgrvices * "454,306 - 244,527 - 698,833 -
Fringe beneflts ... ., 871080 = 270547 1,141,627 .
Faciites ~~° ~ *  '837133° " 215078 ' 852211
Travel and meetlngs 401,416..- .- 168,862 - 570,278
Othercosts - .. . - 18,770 " 25535 22,305
Team expens,eg. S 245454 141,157 386,611
Equipment '~ 97,984 107,409 205,393

A

7Y $.6,000,883 $ 2,138,167 § 8229050
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NORTH CAROLINA ADVANCED ENERGY CORPORATION
NOTES TO FINANCIAL STATEMENTS 11
Years ended December 31, 2013 and 2012

2012
Products/ Corporate : -
. Services Suzport Total

Salaries ) $ 3,370,194 $ 778,580 $ 4,148,774
Professional serwces 939,789 435,392 1,375,181
Fringe benefits 949,539 174,822 1,124,361
Facilities 514,175 162,736 676,911
Travel and meetings 462,010 © 136,372 598,382 ) .
Other costs 1,697 1,976 3,673
Team expenses 289,369 93,673 383,042
"Equipment 86,694 79,313 166,007 ‘

$ 6,613,467 $ 1862864 $ 8476331

7. Subsequent Events
Management has evaluated subsequent events through June 6, 2014, the date which

the financial statements wére.available;to, be; issued.> N&: significant subsequent events
have been |dent1f|_ed by management.

Page 13 of 22
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INDEPENDENT AUDITORS” REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING ‘AND ON COMPLIANCEAND OTHER MATTERS

BASEI ON’AN AUDIT-OF FINANGIAL:STATEMENTS PERFORMED IN B

ACCORDANCE W!TH GO VERNMENT AUDITING STANDARDS

ek 00

Board of Drrectors S M R ""-’i; Gro LY T T
North Carolina Advanced Energy Corporatlon i o
Raleigh, North Carolrna L0 G

Ay - s et P e e . -
"“rw* L7 \ MR MR RS EEREEE S S ;"‘ .

We have audrted in accordance with the auditing standards generally accepted in
the United States of America and the standards applicable to financial audits'

contained in GovernmentAudrtrng Standards issued by the Comptroller General of
the United States, ithe financial-statements of North Carolina ' Advanced Energy |
Corporation, which comprise the 'statement:of financiat posrtron as’ of December

31, 2013, and the related statements of activities andrchanges:in net assets and’

cash - flows: for“the*year then ended; “and the related” notes* to- the ﬂnanclal

- statements, and have issued our report thereon dated June 6g 2014 _

LR AT R A saig o vledog e . .‘3. ETRCE I

Internal Control Over Flnanclal Reportlng

In planning and performing our audlt of the: fmancral statements we con5|dered
North Carolina- Advanced Energy Corporatlons internal control over financial
reporting (internal control) to determine the audit procedures that are approprrate

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 of North Carolina Advanced Energy
Corporation’s internal control over financial reporting.

A deficiency in internal control exists when the. desrgn or operation-of a control
does not aliow management or employees, in the normal course of performing
their -assigned functions, to prevent, or detect and- correct, misstatements on a
timely basis. A material weakness is a deficiency, or a combination of deficiencies,
in internal contro!, 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 defrcrency is a deficieney,.or a
combination of deficiencies, in internal controi that is less severe than a material
weakness, yet -important enough to merit attention by those charged wrth
governance.

Our con5|derat|on of internal control:was for the limited purpose descnbed 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 audlt we did not identify any deficiencies in

TR A DOCKET NO. E-100, SUB 37A
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internal control that we conS|der to be matenal weaknesses However materla, b
‘ weaknesses may exist that have not been identified. ‘ ‘ e
Compllance and Other Matters ' ' e

As part of obtalmng reasonable assurance about whether North Carolma 1 ;
Advanced Energy- Corporation’s financial statements are free ‘from material - o
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 statement

amounts. However, providing an opinion on compliance with those provisions.was

not an objective of our audit, and accordingly; we do not-express such an;opinion.

The results of our tests disclosed no instances of noncompliance or other matters

that are requwed to be reported under GovernmentAuo‘rtmg Standards ' B
Purpose of thls Report s | s ... e

The purpose of thls report is solely to descrlbe the scope of our testlng of mternal‘
control and- compliance and - the results of ‘that- testing, and not to provide an.
opinion on the effectiveness of the: entlty s .internal control or on.compliance: This
report is an-intégral ;part-of an audit performed in accordance with -Government.
Auditing Standards.in con5|der|ng the entity's internal -control_and compliance:

. Accordmgly, this commumcatron is not Suitable for any other purpose
w'e it"t’d Dw R—M‘-ﬁ, ) LLP BET ST R
R A
Ralelgh North Caro!lna 2y EIC T ‘ h‘ RPN 'f}.r_: va F*.‘."w BRI ;’(; e
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INDEPENDENT AUDITORS REPORT ON COMPLIANCE FOR® EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY ®
X S i OMB CIRCULAR A-1 33 R '

We have audrted ‘North’ Carolrna Advanced Energy Corporatlon s complrance with 'the
types of compliance requirements described in the OMB Circular A-133 Comphance
- Supplement-that could have a drrect and material effect on each of North Carolina
, Advanced Energy Corporatlon s major federal programs for the year ended December
'31,2013. North Carolma Advanced Energy Corporatlon s major federal programs are )
results sectron of the accompanyrng schedule of

w -

rdentrfed |n the summary of* audltor

Management |s responsrble for complrance W|th the requrrement
contracts and grants appltcable to rts federal programs

“':- . Lk Tl

Audlto si Responsrbllrty

L

Qur respon5|blllty is to express an oplnlon on complrance for each of North Carolrna
Advanced Energy's major-federal programs ‘based on our audit of the types of'
complrance requrrements referred to above ‘We conducted our audit’ of complrance |n
accordance wrth audrtrng standards generally“accepted in“'the “Unrted States of
Ame’l‘i’ca ‘the * standards appllcable to" fi nancral audits contamed in Govemment :
Audrtfng Standards tssued by the' Comptroller General of the United States and. OMB
Circutar A-133," Audits “of States, Local Govemments and Non-Profrt Orgamzatrons
Those standards and OMB Circular A- 133 require ‘that we plan and perform thé audit
to obtain_reasonable assurance about whether noncomplrance with the types of.
compllance requwements referred to above that could have a drrect and matenal effect
on a major federal program occurred “An audlt mcludes examlnmg, on a test basrs.
evidence ‘absut™ North " -Carolina Advanced' ‘Energy's * compllance wrth those
_ requrrements and, performing such other procedures as ‘we cons:dered necessary in .
the crrcumstances ' .
We belreve that our audlt provrdes a-reasonable basrs forﬂour oprnron on complrance
for each major federal program. However, our audit does not provrde a Iegal.

determlnatron of North Carolrna Advanced Energy's complrance AR TS Rt atS SINPURTHI

o s

Oprnlon on Each Major Federal Program

In our oplnlon North Carolina Advancéd Energy Corporatlon complred in.all materral
respects W|th the types of complrance requrrements referred to above that could have
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- a direct and matenal effect on each of |ts major federal programs for.the: year ended
December 31, 2013.

‘Report on Internal'Contro‘i Over Compliance :

Management of, North Carolina Advanced Energy. Corporatron s responsmle for
establlshlng and- malntamlng effective mternal control over- comphance with the types
of oomphance requirements referred to above n’ ptannmg and performing our audit of * ;
compliance, we considered North Carolina Advanced Energy Corporation’s internal oA
control over compliance with the types of requirements that could have a direct and :
material effect on a major federal program to. determine the audltlng procedures for the )
purpose of expressing an opinion on compliance for each major federal program and:
to test and report on internal control over compllance in accordance with OMB Circular
A-133, but not for-the purpose of- expressmg an opinion on.the effectiveness of internal

control over compliance. Accordmgly,, we do not express an oplnlon on the ! ¥

te oA el
effectiveness. of North. Carolma Advanced Energy Corporatlon s internal control over, -
complrance LA e A A

B T T R T T L ey ‘,;:. ST -=,—:,--

LN H

A o‘efrcrency in mternal contro! over comphance exlsts when the deS|gn or operatlon of
a control over; compllance does not allow management or employees in. the normal( .
course of performmg their. a53|gned functlons to prevent, or "detect .and . .correct,”
noncompliance with a type of compliance’ requirement of a federal program on a tlmely;
basis. A material weakness in internal control over compirance is a defi iciency, or
combination of deficiencies; in internal control over compllance -such that there.is a.- .
reasonable possibility that material noncompllance with “a type “of comptlance
requirement of a federal pragram will not, be. prevented, or detected and corrected, on-
a tlmely basis. ‘A significant deﬁcrency .rn internal . controf over comphance is a
defi iciency, or a combination of deficiencies, in internal control over compliance with a
type of compliance requirement of a federal program that is.less severe. than a
material weakness in internal control over compliance, yet lmportant enough to merit
_attentlon by those chargedtwﬂh governance . -

Y e s Lon
4 < -

Our consnderatlon of mternal control over comphance was for the Ilmlted purpose
described: in the. first paragraph of, thls sectlon and was, not de3|gned to ldentlfy atl'
det‘menmes in, mternal control ovei compliance that m:ght be.material weaknesses or
sugmf‘ capt defi C|enC|es ,We did rot |dent|fy any def iciencies. in mternal control over
compllance that we con3|der to be materlal weaknesses However matenal‘ .

weaknesses, may exist that have not been |dent|ﬁed n a e

The purpose of thls report on mternal control over compllance is solely to descnbe thei
scope of, our testlng of internal control over compllance and the fesults. of that testlng
based on the requnrements of OMB C|rcular A 133 Accordlngly thls report is, not
surtable for any. other purpose. . . ., e

MIEQ% DM P%JLLP 3

Ratefgh North Carol;na - ;‘_‘--‘? IR SN PTr A e a T
June 6, 2014 -
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NORTH CAROLINA A'VANCED ENERGY CORPORATIONi .
 SCHEDULE OF.FINDINGS AND QUESTIONED COSTS * win i
Year: ended December 31,2013

A. SUMMARY OF AUDITORS RESULTS A A L RIS SEACAS I ‘;,“-f"--“;".',‘ls!i'

1...The audltors report expresses an unmodlfled oplnlon on the financial statements of
North Carohna Advanced Energy Corporatlon '

2. No defrmencres in mternal oontrol over fmanmal reportmg and complrance and other e
matters were reported in the .Independent Auditors’ 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 Audmng Standards.

3. No mstances of noncompllance material to the financial statements ot North Garolina
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 Control over Comphance Requrred by OMB Circular A-133.

5. The' auditors’ report on complranoe for the major federal award programs for North
~ Carolina Advanced Energy Corporation expresses an unmodrfred op:mon

6. Audit flndrngs that are reqwred to be reported in accordance wrth sectlon 51 0(a) of OMB.
Circular A 133 are reported in this schedule _ \

7. Major programs mclude the. Research and Development Cluster reported on the
Schedule ot Expendrtures of Federal Awards.

8. The threshold for dlstmgu:shlng Types A and B programs was $300 000.
-9. North Carollna Advanced Energy Corporatlon qualmed as.a low-risk auditee.
B. FINDINGS - FINANCIAL STATEMENTAUDIT
None .

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

None

L | " ' ' . Page210of22
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NORTH’ CAROLINA ADVANCED ENERGY. COHPORATION

SUMMARY SCHEDULE OF PRIOR FINDINGS AND QUESTIONED COSTS
Year ended December 31,2013

A. FINDINGS - FINANCIAL STATEMENT AUDIT

i LR
None oot st 3 5 ET S : SR ;‘ g ‘
B F|ND|NGS AND QUESTlONED COSTS MAJOR FEDERAL AWARD PROGRAMS AUDIT
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