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Independent Auditor’s Report 

To the Chairman of the Board  
and Members of the Board of Directors 
Leland, North Carolina 

Report on the Financial Statements 

We have audited the accompanying financial statements of the business-type activities, each major 
fund, and the aggregate remaining fund information of the Lower Cape Fear Water and Sewer 
Authority, as of and for the year ended June 30, 2015, and the related notes to the financial 
statements, which collectively comprise the Authority’s basic financial statements as listed in the 
table of contents.   

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance 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 
and fair presentation of financial statements that are free from material misstatement, whether due 
to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express opinions 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. 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 involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements.  The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error.  In making those risk assessments, the auditor considers 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 not for 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 financial statement 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. 
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Opinions 
 
In our opinion, based on our audit, the financial statements referred to above present fairly, in all 
material respects, the respective financial position of the business-type activities, each major fund, 
and the aggregate remaining fund information of the Lower Cape Fear Water and Sewer Authority as 
of June 30, 2015, 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. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the 
Management’s Discussion and Analysis and the Local Government Employees’ Retirement System’s 
Schedules of the Proportionate Share of the Net Pension Asset and Contributions be presented to 
supplement the basic financial statements.  Such information, although not a required part of the 
basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in 
an appropriate operational, economic, or historical context.  We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency with 
management’s response to our inquiries, the basis financial statements, and other knowledge we 
obtained during our audit of the basic financial statements.  We do not express an opinion or provide 
any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 
 
Supplementary and Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the basic financial statements of the Lower Cape Fear Water and Sewer 
Authority.  The individual fund statements, budgetary schedules, and other schedules, are presented 
for purposes of additional analysis and are not a required part of the basic financial statements. 
 
The individual fund statements, budgetary schedules, and other schedules are the responsibility of 
management and were derived from and relate directly to the underlying accounting and other 
records used to prepare the basic financial statements.  Such information has been subjected to the 
auditing procedures applied in the audit of the basic financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, based on our audit, the 
procedures performed as described above, the combining and individual fund statements, budgetary 
schedules, and other schedules are fairly stated, in all material respects, in relation to the basic 
financial statements as a whole. 
 

 

 
Thompson, Price, Scott, Adams & Co., P.A. 
Wilmington, North Carolina 
November 30, 2015 
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MANAGEMENT'S DISCUSSION AND ANALYSIS





Management Discussion and Analysis 

Lower Cape Fear Water and Sewer Authority 

Basic Financial Statements 

The first three documents (Exhibits A, B, and C) are the basic financial statements. They provide both short and long

term information concerning the Authority's financial status. The next section is the notes that provide a narrative and 

data explanation regarding selected financial statement presentations. The next six documents (Schedules 1-6) are 

supplemental information that focus on individual funds: one enterprise fund and five project funds. 

Government-Wide Financials Statements 

The government-wide financial statements are designed to provide readers with a broad overview of the Authority's 

finances, similar in format to a financial statement of a private-sector business. The government-wide statements 

provide short and long-term information about the Authority's financial status as a whole. 

The government-wide statements report the Authority's net position and how it has changed. Net postion is the 

difference between the Authority's assets and deferred outflows of resources and total liabilities and deferred inflows 

of resources. Measuring net position is one way to gauge the Authority's financial condition. 

The government-wide statements show business-type activities, the only type of activities the Authority has. Business

type activities are those that the Authority charges customers to provide. These include water services offered by the 

Lower Cape Fear Water and Sewer Authority. 

Fund Financial Statements 

Fund financial statements provide a more detailed look at the Authority's most significant activities. A fund is a 

grouping of related accounts that is used to maintain control over resources that have been segregated for specific 

activities or objectives. The Lower Cape Fear Water and Sewer Authority, like all over governmental entities in North 

Carolina, uses fund accounting to ensure and reflect compliance (or non-compliance) with finance-related legal 

requirements, such as the General Statutes or the Authority's budget ordinance. All of the funds of the Lower Cape Fear 

Water and Sewer Authority are proprietary funds. 

Proprietary Funds. Enterprise funds are used to report the same functions presented as business-type activities in 

the government-wide financial statements. The Lower Cape Fear Water and Sewer Authority uses enterprise funds to 

account for its water activity. 

Notes to the Financial Statements. The notes provide additional information that is essential to a full understanding 

of the data provided in the financial statements. The notes to the financial statements can be found following Exhibit C 

of this report. 
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