
Audit Results Fiscal Year Ended June 30, 2024



Elizabeth City Audit Results

• Independent Auditors’ Report

• Unmodified opinion

• Our Responsibilities

• Opinion

• Audit Evidence

• Supplementary and Other Information



Management Discussion & Analysis

 Financial Highlights

 Overview of the Financial Statements

 Comparative Figures

 Budgetary Highlights

 Economic Factors and Next Year’s Budgets
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Other Financial Statement Items
• Notes to the Financial Statements

• Pages 24 – 67

• Significant Accounting Policies

• Detailed Information

• Assets

• Liabilities

• Fund Balance

• Subsequent Events, page 66-67

• Required Supplementary Information

• Local Government Employees’ Retirement System

• LEOSSA and Firefighters Special Separation Allowance

• OPEB – Healthcare Benefits Plan

• Other Schedules

• Ad Valorem Tax Schedules

• Compliance Items, pages 106 – 121



Reports Issued

• Compliance Reports

• Internal Control

• 2024-001 – Statutory Violations

• Timely audit June, 2024

• Failure to make sufficient budget amendments

• 2024-002 – Sales and Use Taxes – Electric Fund

• Compliance on Federal Programs

• Compliance on State Programs



Reports Issued

• Communication of Material Weaknesses

• Same items noted as previous slides

• Other recommendation

• Investment policy

• Payroll and related benefits

• Communication to Those Charged with Governance

• No change in accounting policies

• Accounting estimates were made

• No significant difficulties in performing audit

• Corrected misstatements

• No disagreements with management

• Management representations



Performance Indicators of Concern

General Fund Balance Available:

• Important reserve for local governments to provide

cash flow during periods of declining revenues to be

used for emergencies and unforeseen expenditures.

• Units of this size should average 25% to 46%
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Performance Indicators of Concern

General Fund

Other items:

• Appropriated fund balance 2024 budget and change

in fund balance was negative?

• No, 2024, Positive change in fund balance -

$5,983,494

• General fund has a fund balance less than zero –

fund deficit?

• No, 2024, Positive fund balance - $19,367,906



Performance Indicators of Concern

Water Sewer Fund

Quick Ratio:

• Less than 1 indicates that the unit owes more for its

current bills than what it has on hand in unrestricted

cash and investments plus what is owed from

customers.

• Less than 1 could indicate that the fund may have

difficulty paying its current bills and if pattern

continues, the system may not be sustainable.
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Performance Indicators of Concern

Water Sewer Fund

Operating Net Income (Loss):

• Adjusts for depreciation and debt payments.

Negative balance indicates your rates are not

covering your operating expenses.

Unrestricted Cash/Expense Ratio:

• Calculates how many month’s worth of expenses a

unit can pay based on amount of unrestricted cash on

hand at year-end.

• Greater than 16% (2 months) is bare minimum

expected.

Any transfers-in for support of operations greater than 3%

of total operating and non-operating expenses?

Capital Assets Condition Ratio

• Remaining useful life of asset greater than or equal

to 0.50. Ratio less than this indicates the need to

replace assets in the near future.



Performance Indicators of Concern

Cash Flow Indicators:
2022 2023 2024 Minimum Threshold Unit Results

Operating Net Income (Loss) excluding depreciation, including

debt service principal and interest
$3,042,995 $2,443,423 $6,957,075 Greater than zero $6,957,075

Unrestricted cash /total expenses excluding depreciation, 

including debt service principal
86.78% 102.71% 292.99%

Greater than 16% 

(2 months)
292.99%

No No

Water and Sewer Capital Assets Condition Ratio 0.54 0.52 0.50 

Remaining useful 

life of asset 

greater than or 

equal to 0.50

0.50

It appears your Water Sewer Fund has transfers-in for the support of operations that are greater

than 3% of the total of operating and non-operating expenses. Please discuss the purpose of

such transfers-in and if you plan to continue these transfers-in.



Performance Indicators of Concern

Electric Fund

Quick Ratio:

• Less than 1 indicates that the unit owes more for its

current bills than what it has on hand in unrestricted

cash and investments plus what is owed from

customers.

• Less than 1 could indicate that the fund may have

difficulty paying its current bills and if pattern

continues, the system may not be sustainable.

Equal or greater 
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Performance Indicators of Concern

Electric Fund

Operating Net Income (Loss):

• Adjusts for depreciation and debt payments.

Negative balance indicates your rates are not

covering your operating expenses.

Unrestricted Cash/Expense Ratio:

• Calculates how many month’s worth of expenses a

unit can pay based on amount of unrestricted cash on

hand at year-end.

• Greater than 16% (2 months) is bare minimum

expected.

Cash Flow Indicators:
2022 2023 2024 Minimum Threshold Unit Results

Operating Net Income (Loss) excluding depreciation, including

debt service principal and interest
$2,113,074 $550,586 $829,522 Greater than zero $829,522

Unrestricted cash /total expenses excluding depreciation, 

including debt service principal
16.98% 15.99% 16.35%

Greater than 16% 

(2 months)
16.35%



Performance Indicators of Concern

2024 Target

3/17/2025 Late

2024 Target

5.05% Less than 3% 5.05%

2024 Target

N/A
Any estimated 

decrease
N/A

2024 Target

Yes
No over-

expenditures
Yes

2024 Target

Yes Yes

The Unit had material weaknesses, significant deficiencies, statutory violations and/or items

identified on the TD Info Completed by Auditor tab that should be addressed in the FPIC

Response Letter.  

The budgeted ad valorem tax (including motor vehicles) for the General Fund had more than 3%

uncollected for the fiscal year audited. Decreases are shown by a negative percentage.

Did your audit disclose any budget violations at the adopted ordinance level? (Yes or No)

You indicated that you expect a decrease in property value for your next property revaluation.

In your FPIC Response Letter please discuss the magnitude of the drop in valuation, the overall

cause of the drop and how you plan to recover the lost revenues.

GENERAL PERFORMANCE INDICATORS:

What date was the audit report submitted to the LGC? (Note audit reports are due four months

after fiscal year end regardless of the contract submission date.)



Performance Indicators of Concern

Yes Yes

Yes Yes

2024 Target

No No

2024 Target

No No

2024 Target

Yes Yes

Are there additional issues the unit should address that affect the fiscal health or internal 

controls of the unit that were communicated to the unit during the audit presentation?   Please 

include details of the issue in cell J46 to the right and in your FPIC Response.

Electric transfers-out have exceeded the amounts described in GS 159B-39. If your unit is a

member of the North Carolina Eastern Municipal Power Agency it appears you have violated the

GS.  

                                                     OR

If you are not a member of the Eastern Municipal Power Agency it appears that you have violated

your unit's transfer policy.

 Did the unit have a board-appointed finance officer or board-appointed interim finance officer 

the entire fiscal year as required by G.S. 159-24 which provides that "each local government and 

public authority shall, at all times, have a finance officer appointed by the local government, 

public authority, or designated official to hold office at the pleasure of the appointing board or 

official?" (Yes or No)

Was the finance officer or interim finance officer bonded pursuant to G.S. 159-29 which requires 

that the finance officer give a true accounting and faithful performance bond in an amount not 

less than the greater of (1) $50,000 or (2) an amount equal to 10% of the unit's annually budgeted 

funds, up to $1,000,000? (Yes or No)

GENERAL PERFORMANCE INDICATORS:

The unit had problems with debt service payments being late and/or did not comply with the

bond covenants.



Performance Indicators of Concern

The unit has 60 days to respond to the Performance Indicators of

Concern, red highlighted items, as noted above in addition to the

findings in the financial statement audit – Friday, June 27, 2025. This

needs to be submitted through the electronic portal on the NC Local

Government Commission website and signed by the governing board

members.

Unit Response Letter

• Late Audit

• Budget Violations

• Sales and Use Taxes – Electric Fund

• Other Recommendations

• Investment policy

• Payroll and related benefits



Questions?

Contact Information:

Danna J. Layne, CPA, CFE

Governmental Audit Partner

Dlayne@nbco.com

919-778-1000, ext. 228

mailto:Dlayne@nbco.com

