74  State of North Carolina

NOTES TO THE FINANCIAL STATEMENTS

INDEX

Page

Note 1—Summary of Significant Accounting PolICIEs ........cccooevriiiiiiiii e 76
A, Financial Reporting EItItY....c..coviiiiiiinii i s s st evasss st ssesssansstassstossenssssnsiesssssananss 76

B.  Basis Of PreSENTAtION ....coviiiiriiieeieiestesistee s sreese st e st ss e b r e ene s s b seesaeae s s eae 10 EE SR e e r e e bs£E e ar e e nR e s R R e ae e eer e r e rar s e n e 79

C. Measurement Focus and Basis 0f ACCOUNTING ..ot s e e 81

D. Cash and Cash EQUIVALEIIES .....oiiiirirriirs ettt bbb s n e sh e anasansae b e beresbsne e b saesannee 82

B IVESEIMIENES. ¢t eeiceeieete et ee et e e e et easaeteearesaeeceea st saeesue s e eetensent s aaseent e st e ehaeaneaE e e easenE e ne e s aeen e e et e s nR e e e annnne AR b EEe RA b e e e ea s b 82

F. Securities Lenaing........ooooi ettt et s oo ca b b St e bbb s e e b e e R bR bbb bbb R R e 82

G. Receivables and Payables..... ... e b s 82

H. Inventories and Prepaid HEMS ........coooiriimmin vt e e bbb 82

I ReStricted/DESIZNAted ASSELS ..uie..ieeieceiiriereeeesteesseseeteeeserveseesstseessasbeessaseasrresrerastearassreareeasessraaenseeasesshssbontsubeansrnsesses 82

T CAPIEAL ASSEES ...tieiereiiietie i eereiet e tter e re et e et s et e et et e e st et sae e st et e ae e s et s eaen b e e e SRe et e R E e e Re ek ee s Rt s neenEeenr e s RS E e e nae st s bt e rn s 82

K. Tax REfUNA LIADIIIES ...cveviveeiirinireerenrinienieesestnsrsseinesesie shesmessareescsnssneasassansssssssssassssenesmssssasssrossnessssanssisennntsssssssstsanesns 83

L. Compensated ABSEICES ....cvviiriiiiceieiei ettt e ettt s e s 83

M. LONg-Term Liabilities. ...cvesiicieirrnririnttiiiiiiiisecisssarirss s rsr s snresreses s e s s en s sanes e et sress st eesbs s b e et e e aRE s s b e e nesnt s sresasenssannssesnnansens 83

e SUTELIES 1 evruiersresieeeerieeetreeeseer s n e sateesaesae e s eenceeatesbasan e saeeaees s e smeene e e aEeonesreesreareseeeene e o4 4o R RO AR R A 44RO HL AR R o bbb SR RO oAb e PR baR Rt b e re s shrpneeas 84

0.  Net ASSEtS/FUN BAlANCE....ociiiieiiiiiieiiiet ittt et et s et sre shr e e st ek s E e et sesessne e e e e esnsessaenns s asnnones 84

P, Revenues and BXPenses.. ..o it e SRR a e e et r e ate et 34

Q. Fo0d and NUITIHION SEIVICES .......ceiiirriereririerteiest ettt seeeense st st e b s sreaeseeasesaeseesanesae st esesreeasansesnssreshesrasnssssreanssnsatines 84

Note 2—Stewardship, Compliance, and Accountability ..o 85

DETAIL NOTES ON ALL FUNDS AND ACTIVITIES

Note 3—Deposits and INVESEIMENTS..........cccoviitiriiiiiei ittt e b e resre s e s b s b s b e s bs bt s e sr s 86
A. Deposits and Investments With State TTEASUIET .......cv.oceeiirerisiarres e et ee b res e stseaes s esenans 86

B. Deposits Outside the STate TIEASULEE. ... .c.ciirirereriereerrerteserseseseerees e stestreeset s eseesessE e s s i b e s E s e b s e s b e s b s Er T TR TR e s T TR e e s sRenre sy 93

C. Investments Qutside the S1ate TTEASUTET .....cuviiieeiiieiieti ettt et e s e e ees s e seesen s e e sar e s sbesbe s enesreeaneeesans 93

NOtE d——RECEIVADIES .......ooorriiiii et e et e b et e R e bR e R b e b s he bt sh e s e b e s 101
INOLE S-—CaAPIEAL ASSEES ... oottt ettt et et e et e s aessb s sr e e b ee e s aReesreem e e s e e s Renn e esneenr et RER e e s e e et ae b 102
Note 6—Short-Term Debt ... e oo ee et 106
Note 7—Long-Term LIADIIITIES .......ccccoceiriieeeii ettt st b e s s e s e e e s e s e e e e e e s b e SR TR T T RO AR e R e s R s s R e b rerr e 0 107
A, Changes in Long-Term LiabilitieS .......cciiioe ittt ettt st s r s e saesases s e s ssenennsnssnsstasasnesn 107

B. Bonds, Certificates of Participation, and Notes Payable ... e esisssnsssisnsonsenes 109

C. Bonds Authorized but UnISSUE.......ooceeiuiiieiiiieeeen et rrcenes st ecser et ss bbb e s sme b et srassne b s enessrennreans 109

D, Demand BOndS ......c.oveiiieccie e oo s ek R eSS s as bR r e s r s eban 109

E. Interest Rate and Basis SWaps....cocceiiiiireiiieininineen et e meses s s cne e eae b a e bt 113

N 0T (o7 1O O OO OO PO U UUR O S 120

G.  Debt Service REQUITEIMEIES ....c..veeiiierteiinsiire e sieeses s reress s erresestssse s ee s rear e s et e s b e snassrbshat e s s e b L sraassaneraeeemnesnesmnnseeaneses 121

H. BONd DEfEASANCES ... c..oiiviiiieirieeit ettt e ettt s sttt b et s b ke et s aen s s s b taneaes s Es st emaensesre s ke s aeest s banr s shnnaenn 123

I, BONd REEIMPIIONS ....eoviverieirrisieiire e eses e sees e b s anessesesessss4ese st b4 e be e e AR s bd S 4o s R e b b S bR R d o E e R b AR S b A s 4 e A TR e o RS m et e nnernbennsspantens 123

Note 8—Lease Obligations—Operating and Capital............oooviiiiiniirinniie et ssesse s e s nene s 124
Note 9—Interfund Balances and Transfers ......... ..o rccen e srareess s bbbt eaae s e s st s a b s as e s 125
A, INEEITUNA BalAICES. .. ottt e L LR s e e R e s e e st eanere s 125

B, INErTUNA TranSTEIS ..oeoeeeie ettt et et b e s r et srae s b e s et e e e neeae e she s ae e ara s e e s A EeSRe SRR ISR LRSS b e bR RS 126




State of North Carolina

NOTES TO THE FINANCIAL STATEMENTS

Page
Note 11—Retirement PIAIS ...........cccoiiiiiiiiieeiiietn s cr et s et e r e e resseeetb s s ee st s hn e e ea b faebrbesmeeransshes st esnebs e st snnaans 128
A.  Plan Descriptions and Contribution INTOrMation.........cc...ooiiiiiiriiiiiccite e e e e s e e sinis 128
B. Summary of Significant Accounting Policies and Plan Asset Matters ... 131
C.  Actuarial Methods and ASSUMPLIONS. ... v.vvriueeeiere oo eteiet et eeeeeteecesceeesieceststesessessesaraerestese s s sssesesaescsseseassrenestreeneencanes 131
D. Annual Pension Cost and Net Pension Obligation ..o s st eben s 132
E. Funding Status and FUnAing Progress ...ttt reeae et n e semas b ess e inin 134
F.  Optional Retrement PIAIN ........ccocooiii ettt sesaees s s sa e e s a e e mssae e n st s aresns s bb st abs 134
G.  Special Separation AIIOWANCE. ........ccocioiieiie ittt ee b ees b st et betbatasbesseseesaesr e sesse s eseabesbaessensassensansentarassesssunssnass 134
Note 12—Deferred Compensation PIADS ..........c...cccocvivioveirivieieiiiotictiiseesseseseessetessessessesssassasessessasssraessessassessesssesassessesessessesnres 135
Note 13—Other Postemployment Bemefits ...........cccoicviiiiiiiiinniiiiennniisenesereessesiestesesssessessessesressasesssesssenssasssessessessesasssssesseneeses 137
A.  Summary of Significant Accounting Policies and Plan ASSet Matters........cvevrcrriereresriressesiismssmmrsnnssessesmismississessessenss 137
B. Plan Descriptions and Contribution INTOrMEation. ....cuu.ueiviieeniiierree e cresees e sressessesessansssserssssassessessesssssesesssressessesns 137
C.  Actuarial Methods and ASSUIMPLIONS........c...criiiiiii it s e e bbb 140
Note 14—Risk Management and INSUFAICE ........cccoiceerierernmminenmeniieenanmmmmiiieesmsssrsssmssnsessissmssrssrsssaresassrssrerssissesessesss 142
A, Public Bty RISK POOL ...c.iiieeiiiccerriee et sete et esas s ssses e ss e et s seasase st s s e e nsesesassesn st essaseessssensssnnessennrestenensesennss 142
B.  Employee BENefit PLANS ....viviiiiiirrvrirersniiiirmrsestsrsissssssnsessssrrsssstssssessssnsaessssesssntsssernsssessssesessessssrsssonassessessassseees 142
C. Other Risk Management and INSUrance ACHVILIES ......eivevvreiirvresiirereesinierrrrsesesesasereesessessssssesessesessarsssensessssesasceseresanees 144
Note 15—Individual Plan Financial Statements - Pension and Other Employee Benefit Trust Funds ......................ccoo... 150
Note 16—Segment INFOrTIATION ..............cooveiieoeitiesrat s et ceee oot ereesa s s s erese e s eamsesessseeesssssmesnmemmense et mnme et esmmeamennssemensessessenssenans 154
Note 17—Pledged REVENIES .......ccccccvviveceeirreiiinensiereesaerestassessessessariessessensessssesseassensssansssensssessensesses oo ssene s ereen 155
Note 18—Component Units—Financial Information ...t e e 157
Note 19—Related Or aniZations....................ooooiiiorieiieeeeeee et eeete et 1o e ness e s e ssbe st et esrabssbeesbebsebsasbassessarsassasibnbesresesenes 159
Note 20-—Related Party TEADSACHONS .....ooocviviiriieereecesresteseresti e stesteseseses e ssesess s aseessessersessassessissasessesstessasserssssessarssocessessess 160
Note 21—Commitments and COontIMZENEIES............cocriiiiiieee ettt see e e sae e snsr e sre s re s 161
A, No Commitent DEDE ........ccvviiiiiiiiniiiiiiiiiiiiceeioooomiiiieseerosissssssssssssssserisasssessas s sssssessssassastsonssssrscesss 161

B. Litigation
C. Federal GIants ..o oot ettt esescss sresesesesasbabsaasssbstasmssebesssrsssrsses iaeossasetseobsnsassnstorasartsentasssssansns 163
D, HighWay COMSIUCHON ... .vvveiicviiveeieeeeeceersstieeesreessrees st ssraesesssssssessesssesrstesessnsnsseessesssesneeasssnsesssostssnsemnsensestnnsssnsssssssssnses 164
E.  USDA-Donated COMMOUIIES. .iverrereeirmrsirrierrerssrrreerssssaresrenssresssressanesremmssssesnessssssssssass iosss stasesesstsresseasensssressesranstssesssssnss 164
F.  Construction and Other COMIMIMEBIIS .........c.iereer et sess st ee s rseseersesesse et steseeberesteseeseeasnsssessesessssorsrmsnesnens 164
G, TObACCO SEIIBIMENT ..ottt ettt et b et e e s e s s a e R b e e e b e meeme b s b et emesbesmennssresrn s 164
H.  Other ContiNZENCIES ..voveviirreeireiesierrerrerresesaesesresreseestesetaresressssreseeresssessessast sssesesssesssessosseresteesessessearenrensessessrsnesssmsssesieses 165
Note 22—Changes in Financial Accounting and Reporting..........ccoecvvviiiieriieniriiiiicec et 166
Note 23—Fund Equity Reclassifications and Restatements ...............cccoooiiiviennnniteniineeeccete e seesesseecsreensanes 167




