60 State of North Carolina

BALANCE SHEET

GOVERNMENTAL FUNDS
June 30, 2009 Exhibit B-1
(Dollars in Thousands)
Highway Other Total
General Highway Trust Governmental Governmental
Fund Fund Fund Funds Funds
- Assets
Cash and cash equivalents (Note 3).........ccccoeevriniivireennns $ 1145276 § 921814 § 126 $ 1,453,230 $ 3,520,446
Investments (Note 3).........ccoviiinns 2,325 —_— — 280,787 283,112
Securities lending collateral (Note 3).........ccooovv v, 1,129,736 334,388 16,384 522,698 2,003,206
Receivables, net: (Note 4)
Taxes receivable. ... 1,046,243 107,115 37,443 2,217 1,193,018
Accounts receivable..........cc.eeev e 313,446 7,404 109 27,921 348,880
Intergovernmental receivable................ccccoevviecieiciiceenenien, 852,586 38,121 2,726 5,934 899,367
Interest receivable...........ccocinii e 4,415 1,511 33 4,299 10,258
Other receivables.........cccvciiiicr e — 3,093 — — 3,093
Due from other funds (Note 3)........cccovveeeeiiiirnieer e 67 152,107 — 31,287 183,461
Due from component units (Note 18)........cccceovvevreirvncenenan. — — — 33,168 33,168
INVENOMIES. .....oeveee e 69,596 81,631 — 41,356 192,583
Advances to component units....... — — 14,974 21,742 36,716
Notes receivable, net (Note 4) 22,828 1,030 88 311,220 335,166
Securities held intrust..........occcei i 424 9,155 — 43,320 52,899
Restricted/designated cash and cash equivalents (Note 3).. 360 — — 307,730 308,090
Restricted investments (Note 3)............ccooiiiiiinine — 51,988 — 608,940 660,928
TOtAl ASSEIS....eciirirereecie et e e s $ 4,587,302 $ 1,709,357 § 71,883 § 3,695849 § 10,064,391
Liabilities and Fund Balances
Liabilities:
Accounts payable and accrued liabilities:
Accounts payable...........covieinen e $ 126,351 § 167,284 % 26957 % 77,035 §$ 397,627
Accrued payroll.................. 3,363 36,463 — 591 40,417
Intergovernmental payable..... 933,362 96,117 43,782 50,500 1,123,761
Claims payable........ TR — — — 28,516 28,516
Medical claims payable...... 972,070 -— — — 972,070
Tax refunds payable...........ccovecinniiee e 1,426,309 6,564 2,188 — 1,435,061
Obligations under securities lending..............cccoeen 1,129,736 334,388 16,384 522,698 2,003,206
Due to fiduciary funds (Note 9)..........occconicniiie i 62,323 — — 47 62,370
Due to other funds (Note 9).....oovveciii 34,442 7,401 152,107 12,585 206,535
Due to component units (Note 18).........i, 55,986 — oo 117,144 173,130
Deferred reVENUE...........cocevevveeiiie e eee st e sne e rrasenenes 566,870 16,976 94 29,606 613,546
Deposits payable............ RSSO PP RPN — — — 243 243
Funds held forothers.............ccocoooiii e 52,354 22,932 — 43,383 118,669
Total LIabilities. .....cceiieveieceee e 5,363,166 688,125 241,512 882,348 7,175,151
Fund Balances:
Reserved (Note 10)....c.ccovieeriiineiiiieiecvices T 189,288 179,516 15,062 1,016,604 1,400,470
Unreserved/Undesignated, reported in:
General FUNG........c.cvviiicinee e e e (965,152) — — — (965,152)
Special Revenue Funds... — 841,716 (184,691) 1,796,210 2,453,235
Capital Projects Funds..... — — — (2,738) (2,738)
Permanent Funds......... — — —_ 3,425 3,425
Total Fund Balance...........ccovveeeeencre e (775,864) 1,021,232 . (169,629) 2,813,501 2,889,240
Total Liabilities and Fund Balances....................c...ns $ 4587302 $ 1,709,357 § 71,883 $ 3695849 § 10,064,391

The accompanying Notes to the Financial Statements are an integral part of this statement.
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RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

June 30, 2009

Exhibit B-1a

(Dollars in Thousands)

Total fund balances - governmental funds (see Exhibit B-1)

Amounts reported for governmental activities in the Statement of Net Assets are different
because:

- Capital assets used in govemmental activities are not financial resources and,
therefore, are not reported in the funds (see Note 5). These consist of:

Cost of capital assets (excluding internal service funds)...........cccecr i
Less: Accumulated depreciation (excluding internal service funds)........ccoccveivcercnneniineas
Net CapItal BSSEES.. ... i e e e e e

- Some assets, such as receivables, are not available soon enough to pay for current

period expenditures and thus, are offset by deferred revenue in the governmental funds.

- Pension assets, resulting from contributions in excess of the annual required
contribution are not financial resources and, therefore, are not reported in the
funds (see Note 11).

Long-term debt instruments, such as bonds and notes payable, are not due and
payable in the current period and, therefore, the outstanding balances are not reported
in the funds (see Note 7). Also, unamortized debt premiums, discounts, and losses on

refundings are reported in the Statement of Net Assets but are not reported in the funds.

These balances consist of:

General obligation bonds payable...........c.coicoiiiiii i e
Lease-purchase revenue bonds payable..............ccc.coin e
Certificates of participation payable.........cc. o e

Limited obligation bonds payable

GARVEE bonds payable.........ccccooiiii e
Unamortized debt premiums (to be amortized as interest expense)..........cccocvvrviin e

Less: Unamortized loss on refunding (to be amortized as interest expense)...

NOLES PAYADIE.....coririiceeire e e e e
Capital 1eases payable........cccocv i e
Net long-term debtl........c..ocooii

- Other liabilities not due and payable in the current period and, therefore, not reported
in the funds (see Note 7 as applicable) consist of:

Accrued interest payable.........cocoo
Compensated absences (excluding internal service funds).........c.cceeveemicimiceicn s,

Obligations for workers' compensation..........cccocccvvvivcnennne
Arbitrage rebate payable......................

Deferred death benefit payable...
Pollution remediation payable.....
Court judgment payable....
Cost settlement payable...
Net pension obligation..........................

Total other HabiltIES.....c....e e et e e s e e en st raan s e aeenas

- Internal service funds are used by management to charge the costs of certain
activities to individual funds. The assets and liabilities of the internal service funds
are included in governmental activities in the Statement of Net Assets (see Exhibit B-3).

Total net assets - governmental activities (see Exhibit A-1)

The accompanying Notes to the Financial Statements are an integral part of this statement.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

GOVERNMENTAL FUNDS

IN FUND BALANCES

For the Fiscal Year Ended June 30, 2009 Exhibit B-2
(Dollars in Thousands)
Highway Other . Total
General Highway Trust Governmental Governmental
Fund Fund Fund Funds Funds
Revenues:
Taxes:
Individual INCOMeE taX. ..., coovieiviiir e $ 8658635 § — 3 — $ 2930 $ 8,661,565
Corporate iNCOME 1aX..........cccvviercreerveninnene e 941,509 — — 56,236 997,745
Sales and use tax 4,872,318 —_ — 32,320 4,904,638
GasoliNe 18X ....cc.ccoiv e e — 1,117,187 378,898 27,359 1,523,444
FranchiSe tax. ......c.oooeoeeee e 797,079 — — — 797,079
Highway use tax.. — — 440,749 — 440,749
INSUFANCE TAX....ciiti e e 483,756 — — 16,682 500,438
Beverage tax......c.ccoocroineniii e 262,678 — — 875 263,653
inheritance tax............ 104,266 — — — 104,266
Tobacco products tax.... 242,071 — — — 242,071
Other taxes........cc.cveene. 163,169 — — 153,957 317,126
Federal funds.........cccooovviriiie i 11,969,276 1,113,003 — 305,332 13,387,611
Local funds........ocoooiiiiiiii 304,270 28,968 327 15,738 349,303
Investment earmnings............. . 128,233 30,586 1,101 53,094 213,014
Interest earnings oN 10ans.........c.cccveiiviiii s 257 6 — 4,726 4,989
Sales and SErvICeS..........ccoooiiiiiii e 105,068 1,058 — -172,899 279,025
Rental and lease of property... 8,856 9,878 2,285 4,379 25,398
Fees, licenses, and fines..................oo 621,435 633,804 86,204 262,848 1,604,291
Tobacco settlement. ... 175,187 — — — 175,187
Contributions, gifts, and grants... 15,583 8,192 314 113,448 137,537
Funds escheated..........cccoveeeee i virccveec e — — — 27,399 27,399
Federal recovery funds............c.cooovveeiniivine e 1,155,174 6,256 — 3,244 1,164,674
Miscellaneous 158,836 7,621 2,120 16,262 184,839
TOtal FEVENUES. ......ccvvevevereiciieeciie e aian e se e e ere e 31,167,656 2,956,559 911,998 1,269,728 36,305,941
Expenditures:
Current:
General government...........coveiiiviieinceciiineens 1,232,720 — — 65,385 1,298,105
Primary and secondary education......................... e 9,678,610 — — 433,187 10,111,797
Higher education...............ccoovnie 3,670,067 — — 381,622 3,951,689
Health and human services..... 16,118,833 — — 103,216 16,222,049
Economic development..................... 329,027 — — 306,823 635,850
Environment and natural resources.......... 290,614 — — 408,659 699,273
Public safety, corrections, and regulation.... 2,190,098 — — 491,735 2,681,833
Transportation..........coccceev e cicee e — 2,626,486 640,008 — 3,266,494
AGHCURUIE.....eeeceecerere e 87,570 — — 23,936 111,506
Capital outlay.......coceviiiiniiici — — — 369,326 369,326
Debt service:
Principal retirement.............c.cccoineininencnecece 372,702 45,895 54,090 1,636 474,323
Interest and fe@s............occooviieiiiiiic e 280,253 13,701 31,527 806 326,287
Debt issuance costs... 6 51 6 2,968 3,031
Total expenditures........coccooivvieviirer e 34,150,500 2,686,133 725,631 2,589,289 40,151,563
Excess revenues over (under) expenditures.................. (2,982,844) 270,426 186,367 (1,319,571) (3,845,622)
Other Financing Sources (Uses):
Special indebtedness issued.............ccccveiiviiiinnes — —_ — 600,000 600,000
Other debt issued.........ccc...c... 463 — — 1,070 1,533
Premium on debt issued... -_— — — 31,371 31,371
Sale of capital assets........ 1,401 7,192 252 4,234 13,079
Insurance recoveries..... 454 7,453 —_ 661 8,568
Transfers in (Note 9)..... 1,056,655 50,330 — 1,620,756 2,727,741
Transfers out (Note 9)..c.covveeeeiiieinnn (530,132) (290,054) (197,495) (1,291,391) (2,309,072)
Total other financing sources (uses).. 528,841 (225,079) (197,243) 966,701 1,073,220
Net change in fund balances..............ccccovnenee (2,454,003) 45,347 (10,876) (352,870) (2,772,402)
Fund balances — July 1, as restated (Note 23). 1,678,139 975,885 (158,753) 3,166,371 5,661,642
Fund balances — June 30...........ccoovevrivnnrnne e $ (775864 $ 1021232 § (169,629) § 2,813,501 $ 2,889,240

The accompanying Notes to the Financial Statements are an integral part of this statement.
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

For the Fiscal Year Ended June 30, 2009 Exhibit B-2a

(Dollars in Thousands)

Net change in fund balances - total governmental funds (see Exhibit B-2)

Amounts reported for governrmental activities in the Statement of Activities are different
because:

- Capital outlays are reported as expenditures in governmental funds. However, in the
Statement of Activities, the cost of capital assets is allocated over their estimated
useful lives as depreciation expense. In the current period, these amounts are:
Capital outlays (including construction-in-progress) ... v cvvinrererercnmeerenereinesereessmeasens
Less: Depreciation expense (excluding internal service funds) ...
Net capital outlay adjustment ... e e e e

- Proceeds from the sale of capital assets increase financial resources in the funds,
whereas in the Statement of Activities only the gain or loss on the sale is reported. This
adjustment reduces the proceeds by the book value of the capital assets sold.

- Donations of capital assets do not appear in the governmental funds because they
are not financial resources, but increase net assets in the Statement of Activities.

- Long-term debt proceeds provide current financial resources to governmental funds,
while the repayment of the related debt principal consumes those financial resources.
These transactions, however, have no effect on net assets. Also, governmental funds
report the effect of premiums and similar items when debt is first issued, whereas these
amounts are deferred and amortized in the Statement of Activities. In the current period,
these amounts consist of:
Debt issued or incurred:
Bonds and similar debt issued ..........ccccciiinii
Premiums on debltiSSUBA ..ot e s e
Principal repayments:
Bonds, notes, and similar debt ... e
Capital |EASES .....eeieeieece e e e e b e
Net debt adjustments ... et

- Some revenues in the Statement of Activities do not provide current financial
resources and, therefore, are deferred in the funds. Also, revenues related to prior
periods that became available during the current period are reported in the funds but
are eliminated in the Statement of Activities. This amount is the net adjustment.

1

Some expenses reported in the Statement of Activities do not require the use of

current financial resources and, therefore, are not recognized in the funds. Also,

some payments related to prior periods are recognized in the funds but are eliminated

in the Statement of Activities. In the current period, the net adjustments consist of:
ACCTUET INMEEMESE ...ttt ettt et ee e e e e s sme et e e e emse e e eas e eae e e aaneeean
Compensated absences (excluding internal service funds) ... e
Workers' COmMPENSAtION .. ....ocoeii it cer e e s s e e e e s s e anne s e s s nnr s eee e sesnrasreseesesraranes
Arbitrage rebate ..............
Deferred death benefit
Courtjudgment ..............
CoSt SEHIEBMENT ..ot e e s sb s e rae s s s s
Net pension obligation
Pollution remedi@tion .........c..ooiieeiiirrieicrie e rre e rier v es s ecrreere e s searnr e s aesnsrn s enes s rnnraereenaranee
Amortization of deferred amounts ............ e

Net @XPENSE ACCTUAIS ....oovvuiieeie s et eeeer s ecer s es s s coe e e e s s s tasba e s e st abe e ss s banns

- Internal service funds are used by management to charge the costs of certain
activities to individual funds. The net revenues of internal service funds are
included with governmental activities in the Statement of Activities (see Exhibit B-4).

Change in net assets - governmental activities (see Exhibit A-2)

The accompanying Notes to the Financial Statements are an integral part of this statement.
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