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NOTE 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A.  Reporting Entity 
 
New Hanover County (County), chartered in 1729, is located in the southeastern corner of 
North Carolina and has a population of approximately 202,000 people.  The County utilizes 
a County Manager form of government with a five-member board of commissioners.  As 
required by accounting principles generally accepted in the United States of America, these 
financial statements present all the fund types of the County and its component units, 
legally separate entities for which the County is financially accountable.  Blended 
component units, although legally separate entities, are, in substance, part of the County's 
operations.  Each discretely presented component unit is reported in a separate column in 
the County's government-wide financial statements to emphasize they are legally separate 
from the County.  One component unit of the County has no financial transactions or 
account balances therefore, it does not appear in the combined financial statements. 
 

Blended Component Units 
 
The New Hanover County Parks Foundation was established on March 7, 1997 solely to 
provide for the support and benefit of the Parks Department of the County.  Thus, the Parks 
Foundation is presented as a special revenue fund of the County and separate financial 
statements are not issued. 
 
The Airlie Gardens Foundation, Inc. was established on April 8, 1999 as a charitable 
corporation to establish an endowment and to receive and distribute monies for prospective 
funding of capital improvements at the County owned Airlie Gardens.  The Airlie Gardens 
Foundation, Inc., also serves in an advisory capacity to the Airlie Gardens staff and the 
Board of County Commissioners in relation to providing advice for operations, policy, capital 
improvements and program development.  The Airlie Gardens Foundation, Inc., existing 
solely for the benefit of the County,  is presented as a special revenue fund of the County 
and separate financial statements are issued. 
 
The Public Health Foundation of New Hanover County, Inc. was established on September 
20, 2001 solely to provide for the support and benefit of the New Hanover County Health 
Department.  The New Hanover County Board of Health appoints the board members for 
the Public Health Foundation.  The Public Health Foundation had no material activity until 
fiscal year ending June 30, 2010.  The Public Health Foundation is presented as a special 
revenue fund of the County and separate financial statements are not issued. 
 

Discretely Presented Component Units 
 
The New Hanover County Airport Authority (Authority) d/b/a Wilmington International Airport 
was created, effective July 1, 1989, under the authority of North Carolina State Senate Bill 
410.  The Authority is responsible for the operation and maintenance of airport 
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facilities in New Hanover County.  The Authority's five-member Board is appointed by the 
County Board of Commissioners.  The County's ownership of the underlying real estate and 
statement of intent to provide financial support to fund any future operating deficits of the 
Authority provides a financial burden to the County.  The Authority, which has a June 30 
year-end, is presented as if it were an enterprise fund. 
 
New Hanover Regional Medical Center (Medical Center) is a public, nonprofit corporation 
providing health care to residents of southeastern North Carolina.  The Medical Center 
leases its existing facilities and equipment and all future improvements from the County for 
a period of thirty years from February 15, 1999.  The County Board of Commissioners 
appoints the board of trustees for the Medical Center.  The County has Hospital Revenue 
Bonds for construction of additions and improvements to the Medical Center and for 
purchase of equipment.   The Medical Center, which has a September 30 year-end, is 
presented as if it were an enterprise fund. 
 
The New Hanover Regional Medical Center Foundation, Inc. (Foundation), and Carolina 
Healthcare Associates, Inc.  (CHA) are included in the Medical Center’s financial statements 
as blended component units. The Foundation is a 501(c)(3) nonprofit organization which 
was founded by the Medical Center in 1991.  CHA began operations effective January 1, 
1998 and is a 501(c)(3) nonprofit entity which provides physician services and other 
professional medical services.   Lower Cape Fear Hospice, Incorporated (LCFH) is an 
affiliated organization of the Medical Center.  The Trustees of the Medical Center  appoint 
80% of the board of directors of LCFH, a nonprofit organization which provides professional 
care to the terminally ill and support and education to family and community.  The 
organization currently serves 12 counties in southeastern North Carolina.  LCFH is included 
in the Medical Center’s reporting entity as a discretely presented component unit.  Pender 
Memorial Hospital, Incorporated (PMH) is an affiliated organization of the Medical Center 
through a twenty-year operating agreement. The Medical Center is required by the 
operating agreement to fund any operating deficit of PMH during any fiscal year that the 
agreement is in effect.  PMH is a nonprofit acute care hospital, which provides inpatient, 
outpatient and emergency care services to the residents of Pender County and vicinity.  
PMH is included in the Medical Center’s reporting entity as a discretely presented 
component unit. 
 
The New Hanover County ABC Board (ABC Board) is a corporate body with powers 
outlined by N.C.G.S. 18B-701.  The members of the ABC Board's governing board are 
appointed by the County Board of Commissioners.  The ABC Board is required by State 
statute to distribute its surpluses to the General Fund of the County (and its municipalities) 
which represents a financial benefit to the County.  The ABC Board, which has a June 30 
year-end, is presented as if it were an enterprise fund. 
 
The New Hanover County Tourism Development Authority (TDA) was established effective 
January 1, 2003 by the Board of County Commissioners under the authority of North 
Carolina State Legislature House Bill 1707 and 1720 approved October 3, 2002.  The Board 
of County Commissioners appointed ten members of the TDA board to serve with five ex-
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officio members of the TDA Board.  The TDA continues the promotional efforts of the 
former 501c(6) Cape Fear Coast Convention and Visitors Bureau (CVB).  The TDA 
promotes tourism in the County and its electing municipalities.  The TDA, which has a June 
30 year-end, is presented as if it were an enterprise fund. 
 
Complete financial statements for each of the individual component units may be obtained 
at the administrative offices of those entities. 
 
New Hanover County Airport Authority 
1740 Airport Blvd. 
Wilmington, N.C.  28405 
 
New Hanover Regional Medical Center 
2131 S. 17

th
 Street 

Wilmington, N.C.  28401 
 
New Hanover County ABC Board 
P.O. Box 3036 
Wilmington, N.C.  28406 
 
New Hanover County Tourism Development Authority 
24 North 3

rd
 Street 

Wilmington, N.C.   28401 
 

The County's Board of Commissioners is responsible for appointing the seven members of 
the board of the Industrial Facilities and Pollution Control Financing Authority (Industrial 
Authority), and the County can remove any member of the Board with or without cause.  
The Industrial Authority exists to issue and service revenue bond debt for private 
businesses to aid in the financing of the industrial manufacturing facilities for the purpose of 
providing employment and raising below average manufacturing wages for established 
industries that are in need of modernization in order to meet the pollution control 
requirements of the federal government, state, county and city.  The Industrial Authority has 
no financial transactions or account balances; therefore, it is not presented in the 
government-wide financial statements.  The Industrial Authority does not issue separate 
financial statements. 
 

B.  Basis of Presentation 

 

Government-wide Statements: The statement of net assets and the statement of activities 
display information about the primary government (the County) and its component units.  
These statements include the financial activities of the overall government, except for 
fiduciary activities.  Eliminations have been made to minimize the double counting of 
internal activities.  These statements distinguish between the governmental and business-
type activities of the County.  Governmental activities generally are financed through taxes, 
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intergovernmental revenues, and other non-exchange transactions.  Business-type activities 
are financed in whole or in part by fees charged to external parties. 
 
The statement of activities presents a comparison between direct expenses and program 
revenue for the different business-type activities of the County and for each function of the 
County’s governmental activities.  Direct expenses are those that are specifically associated 
with a program or function and therefore, are clearly identifiable to a particular function.  
Indirect expense allocations were not made.  Program revenues include (a) fees and 
charges paid by the recipients of goods or services offered by the programs and (b)  
grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular program.  Revenues that are not classified as program 
revenues, including all taxes, are presented as general revenues.   
 

Fund Financial Statements:   The fund financial statements provide information about the 
County’s funds, including its fiduciary funds and blended component units.  Separate 
statements for each fund category - governmental, proprietary, and fiduciary - are 
presented.  The emphasis of fund financial statements is on major governmental and 
enterprise funds, each displayed in a separate column.  All remaining governmental and 
enterprise funds are aggregated and reported as nonmajor funds. 
 
Proprietary fund operating revenues, such as charges for services, result from exchange 
transactions associated with the principal activity of the fund.  Exchange transactions are 
those in which each party receives and gives up essentially equal values.  Nonoperating 
revenues, such as subsidies and investment earnings, result from non-exchange 
transactions or ancillary activities.   
 
The County reports the following major governmental funds: 
 
General Fund.    This is the County’s primary operating fund.  It accounts for all financial 
resources of the general government, except those required to be accounted for in another 
fund.  Debt service payments for the governmental long-term debt are accounted for in the 
general fund, except those accounted for in special revenue funds. 
 

Public Schools Special Revenue Fund.   This fund accounts for all transactions relative to 
public school activity in the County. 
 

Room Occupancy Tax Special Revenue.  This fund accounts for the collection and 
disbursement of the room occupancy tax which is a legislatively enacted tax.  The tax is 
used for tourism and erosion control. 
 

$164 Million Cape Fear Community College Bonds.  This fund accounts for all 
transactions relative to the Cape Fear Community College capital projects funded through 
$164 Million general obligation bonds. 
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$35.5 Million Parks & Recreation Bonds.   This fund accounts for all transactions relative 
to parks capital projects funded through $35.5 Million general obligation bonds. 
 
 
The County reports the following major enterprise fund: 

 

Environmental Management Fund.  This fund accounts for the Landfill and Waste-to-
Energy Facility operations, recycling and related construction projects. 
 
The County reports the following fiduciary fund types: 
 

Pension Trust Fund - The County's pension trust fund accounts for the Law Enforcement 
Officers' Special Separation Allowance, a single-employer, defined benefit, public safety 
employee retirement system.  The Pension Trust Fund is accounted for in essentially the 
same manner as proprietary funds. 
 

Agency Funds - Agency funds are custodial in nature, used to account for assets held by 
the County for individuals, private organizations, other governmental units and other funds. 
The agency funds include room occupancy tax, social services, tax clearing, and other 
escrows. 
 

C.  Measurement Focus and Basis of Accounting 
 
In accordance with North Carolina General Statutes, all funds of the County are maintained 
during the year using the modified accrual basis of accounting. 
 

Government-wide, Proprietary, and Fiduciary Fund Financial Statements.    The 
government-wide, proprietary, and fiduciary fund financial statements are reported using the 
economic resources measurement focus, except for the agency funds which have no 
measurement focus.  The government-wide, proprietary fund and fiduciary fund financial 
statements are reported using the accrual basis of accounting.  Revenues are recorded 
when earned and expenses are recorded at the time liabilities are incurred, regardless of 
when the related cash flows take place.  Non-exchange transactions, in which the County 
gives (or receives) value without directly receiving (or giving) equal value in exchange, 
include property taxes, grants, entitlements, and donations.  On an accrual basis, revenue 
from property taxes is recognized in the fiscal year for which the taxes are levied.  Revenue 
from grants, entitlements, and donations is recognized in the fiscal year in which all eligibility 
requirements have been satisfied. 
 
Amounts reported as program revenues include 1) charges to customers for goods, 
services, or privileges provided,   2) operating grants and contributions, and  3) capital 
grants and contributions, including special assessments.  Internally dedicated resources are 
reported as general revenues rather than as program revenues.  Likewise, general 
revenues include all taxes. 
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Proprietary funds distinguish operating revenues and expenses from non-operating items.  
Operating revenues and expenses generally result from providing services and producing 
and delivering goods in connection with a proprietary fund’s principal ongoing operations.  
The principal operating revenues of the County enterprise funds are charges to customers 
for sales and services.  Operating expenses for enterprise funds include the cost of sales 
and services, administrative expenses, and depreciation on capital assets.  All revenues 
and expenses not meeting this definition are reported as non-operating revenues and 
expenses. 
 

Governmental Fund Financial Statements.   Governmental funds are reported using the 
current financial resources measurement focus and the modified accrual basis of 
accounting.  Under this method, revenues are recognized when measurable and available.  
Expenditures are recorded when the related fund liability is incurred, except for principal and 
interest on long-term debt, claims and judgments, and compensated absences, which are 
recognized as expenditures to the extent they have matured.  General capital asset 
acquisitions are reported as expenditures in governmental funds.  Long-term debt issued 
and acquisitions under capital leases are reported as other financing sources. 
 
The County considers all revenues available if they are collected within 90 days after year-
end, except for property taxes.  Ad valorem property taxes are not accrued as a revenue 
because the amount is not susceptible to accrual.  At June 30, taxes receivable are 
materially past due and are not considered to be an available resource to finance the 
operations of the current year.  Also, as of January 1, 1993, State law altered the 
procedures for the assessment and collection of property taxes on registered motor vehicles 
in North Carolina.  Effective with this change in the law, the County is responsible for billing 
and collecting the property taxes on all registered motor vehicles on behalf of all 
municipalities and special tax districts in the County.   For registered motor vehicles, 
property taxes are due the first day of the fourth month after the vehicles are registered.  
The billed taxes are applicable to the fiscal year in which they become due.  Therefore, 
taxes for vehicles registered from March 1, 2009 through February 28, 2010 apply to the 
fiscal year ended June 30, 2010.  Uncollected taxes that were billed during this period are 
shown as a receivable on these financial statements.   
 
Sales taxes collected and held by the State at year-end on behalf of the County are 
recognized as revenue.  Intergovernmental revenues and sales and services are not 
susceptible to accrual because generally they are not measurable until received in cash.  
Expenditure driven grants are recognized as revenue when the qualifying expenditures have 
been incurred and all other grant requirements have been satisfied. 
 
Under the terms of grant agreements, the County funds certain programs by a combination 
of specific cost-reimbursement grants, categorical block grants, and general revenues.  
Thus when program expenses are incurred, there are both restricted and unrestricted net 
assets available to finance the program.  It is the County’s policy to first apply cost-
reimbursement grant resources to such programs, followed by categorical block grants, and 
then by general revenues. 
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Government-wide and proprietary fund financial statements follow FASB Statements and 
Interpretations issued on or before November 30, 1989, Accounting Principles Board 
Opinions, and Accounting Research Bulletins, unless those pronouncements conflict with 
GASB pronouncements. 
 

D.  Assets and Liabilities 

 

Cash, Cash Equivalents, Deposits and Investments 
 
All deposits of the County, Authority, Medical Center, ABC Board and TDA are made in 
board-designated official depositories and are secured as required by G.S. 159-31.  The 
County, Authority, Medical Center, ABC Board and TDA may designate, as an official 
depository, any bank or savings and loan association whose principal office is located in 
North Carolina and may establish time deposit accounts such as NOW and SuperNOW 
accounts, money market accounts, and certificates of deposit. 
 
State law [G.S. 159-30(c)] authorizes the County, Authority, Medical Center, ABC Board 
and TDA to invest in obligations of the United States or obligations fully guaranteed both as 
to principal and interest by the United States; obligations of the State of North Carolina; 
bonds and notes of any North Carolina local government or public authority; obligations of 
certain non-guaranteed federal agencies; certain high quality issues of commercial paper 
and bankers’ acceptances; and the North Carolina Capital Management Trust (NCCMT).  
Additionally, the Medical Center is authorized to invest in Department of State Treasurer 
Short Term Investment Fund and Department of State Treasurer Trust Funds – Investment 
Program – Equity Investment Fund. 
 
The County pools substantially all cash and investments from all funds utilizing a single 
central depository.  Each fund owns a pro rata interest in the depository and investment 
earnings are allocated based on daily average equity.  Therefore all cash and investments 
of its enterprise funds are essentially demand deposits and are considered cash and cash 
equivalents.  Equities of funds participating in the depository are included on the Statement 
of Net Assets in "Cash, cash equivalents and investments" or "Restricted cash, cash 
equivalents and investments".  
 
The Authority, Medical Center, and ABC Board consider demand deposits and short-term, 
highly liquid investments maturing in three months or less from the date of purchase, to be 
cash and cash equivalents. 
 
The County, Authority, and ABC Board’s investments with a maturity of more than one year 
at acquisition and non-money market investments are carried at fair value as determined by 
quoted market prices.  The NCCMT Cash Portfolio, an SEC-registered (2a-7) money market 
mutual fund, are valued at fair value, which is the NCCMT’s share price.  The NCCMT Term 
Portfolio’s securities are valued at fair value.  Money market investments that have a 
remaining maturity at the time of purchase of one year or less are reported at amortized 
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cost.  Non-participating interest earning investment contracts are reported at cost. The 
Medical Center reports all investments at fair value. 
 
 
 

Ad Valorem (Property) Taxes Receivable 
 
According to the North Carolina General Statutes, ad valorem taxes are levied (assessment 
date) on July 1, the beginning of the fiscal year, and are due (due date) September 1 at 
which time they become a lien on the property (lien date).  The collection period runs from 
September 1 until January 5.  Late payment interest begins to accrue January 6.  These 
taxes are based on January 1, 2009 assessed values on property other than vehicles. 
 

Restricted Assets and Liabilities 
 
When capital projects are funded primarily by debt issues, interest on unspent debt 
proceeds, or state and federal grants, the current assets and current liabilities related to 
those projects are shown as restricted assets and liabilities. 
 

Allowances for Doubtful Accounts 
 
Allowances for doubtful accounts are maintained for all types of receivables which 
historically experience uncollectible accounts.  This amount is estimated by analyzing the 
percentage of receivables that were written off in prior years. 

 

Inventory 
 
Inventories of supplies and parts held at the County's garage  (General Fund) are valued at 
cost (first-in, first-out method), which approximates market.  Inventories held for use in 
operations in the County's waste-to-energy facility and landfill (Environmental Management 
Fund), the Medical Center, and the ABC Board are valued at the lower of cost (first-in, first-
out method) or market.  Inventories are recorded as an asset and inventoriable supplies and 
parts are not charged to operations until consumed or sold. 
 

Prepaids 
 
Certain payments to vendors reflect costs applicable to future accounting periods and are 
recorded as prepaid assets. 
 

Capital Assets 

 
Capital assets, which include equipment, are reported in the applicable governmental or 
business-type activities columns in the government-wide financial statements and in 
proprietary fund financial statements.  Capital assets are not recognized in governmental 
fund financial statements.  Capital outlays are recognized as expenditures. 
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The County's capital assets and those of the Authority, Medical Center,  ABC Board and 
TDA are valued at original cost or estimated original cost if actual historical cost was not 
available due to lack of detailed records in earlier years.  Donated capital assets are valued 
at their estimated fair market value on the date donated.   
 
Minimum capitalization costs of the County are $5,000 for land, buildings and other 
improvements, and equipment.  All vehicles are capitalized regardless of cost.  The cost of 
normal maintenance and repairs that do not add to the value of the asset or materially 
extend assets’ lives are not capitalized. 
 
Minimum capitalization costs of the Medical Center are capital assets with a cost of $1,000 
or greater and a useful life of at least one year. 
 
Minimum capitalization costs of the Authority are capital assets with an initial, individual cost 
of more than $1,000 and an estimated useful life in excess of two years.    
 
Minimum capitalization costs of the TDA are as follows: equipment, $1,000; and all 
computers are capitalized regardless of cost. 
 
Legal title to the Medical Center’s capital assets is in the name of either New Hanover 
County or New Hanover Regional Medical Center.  Substantially all facilities, equipment, 
and future improvements are leased from New Hanover County.  Legal title to LCFH’s 
capital assets is in LCFH’s name.  Legal title to PMH’s capital assets is in the name of either 
Pender County or Pender Memorial Hospital, Incorporated.  Substantially all of PMH’s 
facilities are leased from Pender County. 
 
The County holds title to certain properties which are reflected as capital assets in the 
financial statements of the Authority.  A lease agreement, executed in 1989, for $1 per year, 
through 2019 with an option to renew for an additional thirty years between the County and 
the Authority gives the Authority full use of the facilities.  The lease contains certain 
restrictions including requiring that the facility be used as an airport, and that the Authority 
carry insurance, maintain the facilities, notify the County prior to disposing of certain assets, 
and certain other restrictions. 
 
The Authority recorded the historical costs and accumulated depreciation of capital assets 
included in the lease agreement with the County. 
 
The County holds title to certain New Hanover County Board of Education properties that 
have not been included in capital assets.  The properties have been deeded to the County 
to permit installment purchase financing of acquisition and construction costs and to permit 
the County to receive refunds of sales tax paid for construction costs.  Agreements between 
the County and the Board of Education give the Board of Education full use of the facilities, 
full responsibility for maintenance of the facilities, and provide that the County will convey 
title to the property back to the Board of Education, once all restrictions of the financing 
agreements and all sales tax reimbursement requirements have been met.  The properties 
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are reflected as capital assets in the financial statements of the New Hanover County Board 
of Education. 
 
 
The County and its component units follow the policy of capitalizing interest as a component 
of the cost of business type activity capital assets constructed for their own use.  When the 
County leases capital assets to a discretely presented component unit for nominal amounts, 
the County reports those capital assets and related depreciation in the component unit. 
 
The County evaluates prominent events or changes in circumstances affecting capital 
assets to determine whether impairment of a capital asset has occurred.  A capital asset is 
generally considered impaired if both (a) the decline in the service utility of the capital asset 
is large in magnitude and (b) the event or change in circumstance is outside the normal life 
cycle of the capital asset.  Impaired capital assets that will no longer be used by the 
government are reported at the lower of carrying value or fair value.  Impairment losses on 
capital assets that will continue to be used by the government are measured using the 
method that best reflects the diminished service utility of the capital assets.  Any insurance 
recoveries received as a result of impairment events or changes in circumstances resulting 
in the impairment of a capital asset are netted against the impairment loss. 
 
Depreciation of all depreciable capital assets is charged as an expense against their 
operations in the government-wide financial statements and in the proprietary fund financial 
statements.  Accumulated depreciation is reported in the statements of net assets. 
Depreciation has been provided over the estimated useful lives using the straight-line 
method.  The estimated useful lives of depreciable capital assets of the County are 
generally as follows: 
 

 
Buildings 

 
10 - 40 years 

 
Other improvements 

 
10 - 40 years 

 
Equipment and vehicles 

 
 3 - 10 years 

 
Depreciable capital assets of the Authority are depreciated over their estimated useful lives 
on a straight-line basis as follows: 
 

 
Airfield improvements 

 
10 years 

 
Airfield building 

 
25 years 

 
Building improvements 

 
5-15 years 

 
Vehicles 

 
5-20 years 

 
Machinery and equipment 

 
5-15 years 
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Depreciable capital assets of the Medical Center are depreciated over their estimated useful 
lives on a straight-line basis as recommended by the American Hospital Association. 
 
 
Depreciable capital assets of the ABC Board are depreciated over their estimated useful 
lives on a straight-line basis as follows: 
 

 
Buildings and improvements 

 
10 - 30 years 

 
Fixtures and equipment 

 
 3 - 15 years 

 
Vehicles  

 
 5 - 10 years 

 
Depreciable capital assets of the TDA are depreciated over their estimated useful lives on a 
straight-line basis as follows: 
 

 
Equipment 

 
5-10 years 

 

Amortization of Bond Issuance Costs and Intangible Capital Assets 
 
Bond issuance costs incurred are amortized over the life of the related bond issue using the 
straight line method in the government-wide financial statements and in the proprietary fund 
financial statements. 
 
In the governmental fund financial statements, governmental fund types recognize bond 
issuance costs, during the current period.  Issuance costs, whether or not withheld from the 
actual debt proceeds received, are reported as debt service expenditures. 
 
Intangible assets of the Medical Center are recorded net of amortization and include good- 
will associated with the acquisition of net assets from other health care providers.  Goodwill 
is recorded at historical cost and amortized over the estimated life of the expected 
economic benefit using the straight-line method.  Intangible capital assets also include bond 
financing costs incurred when the Medical Center issued revenue bonds.  These costs are 
amortized over the life of the related bond issue using the effective interest method for fixed 
rate bonds and the straight-line method for variable rate bond. 
 

Medical Insurance 
 
The County is self-insured for group medical insurance.  The County’s losses are limited 
under the contract by specific and aggregate stop-loss insurance coverage for claims above 
specific amounts.  Provisions for estimated unpaid claims outstanding at June 30, 2010 
have been made. 
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The Medical Center is self-insured for group medical insurance and contracts with a third 
party to administer the program.  The Medical Center's losses are limited under the contract 
by specific and aggregate stop-loss insurance coverage for claims above specified 
amounts.  The Medical Center is also self-insured for a portion of professional liabilities, 
workers' compensation and unemployment benefits.  Provisions for estimated unpaid claims 
outstanding at September 30, 2009 have been made. 
 

Long-Term Debt 
 
In the government-wide financial statements and proprietary fund financial statements, long-
term debt and other long-term obligations are reported as liabilities.  In accordance with 
GASB Statement No. 23, an unamortized charge, the difference between the reacquisition 
price and the net carrying amount of old debt, on refundings of debt is deferred and 
amortized to interest expense using the proportionate-to-stated-interest method in business-
type activities/proprietary fund types.  The unamortized charge is reported as a deduction 
from long-term debt. 
 
In the governmental fund financial statements, the face amount of long-term debt issued is 
reported as another financing source and is not considered a fund liability. 
 

Bond Discounts and Premiums 
 
In the government-wide financial statements and proprietary fund financial statements, bond 
discounts and premiums are deferred and amortized over the life of the bonds using the 
proportionate-to-stated-interest method.  Long-term debt is reported net of the applicable 
bond premium or discount. 
 
In the governmental fund financial statements, bond premiums and discounts are 
recognized during the current period.  Premiums received on debt issuances are reported 
as other financing sources while discounts on debt issuances are reported as other 
financing uses. 
 

Compensated Absences 
 
The personal leave policy of the County generally provides for the accumulation of up to 
forty (40) days earned personal leave with such leave being fully vested when earned.  
Personal leave earned above the annual provision converts to sick leave.  The personal 
leave policy of the Authority generally provides for the accumulation of time depending on 
the length of service and job classification.  Personal leave may accumulate to a maximum 
of 480 hours. The Medical Center did not disclose their policies. The ABC Board employees 
must take earned personal leave within the year which it is earned.  Since the ABC Board 
has no obligation for accumulated personal leave, no accrual for personal leave has been 
made.    The personal leave policy of the TDA generally provides for the accumulation of up 
to one year’s earned personal leave with such leave being fully vested when earned.  For 
the County's government-wide financial statements and proprietary funds, Authority, 
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Medical Center and TDA, an expense and a liability for compensated absences and the 
salary-related payments are recorded as the personal leave is earned.  Compensated 
absences are reported in governmental funds only if they matured. 
 
The sick leave policy of the County and the Authority generally provides for an unlimited 
accumulation of earned sick leave.  Sick leave does not vest, but any unused sick leave 
accumulated at the time of retirement may be used in the determination of length of service 
for retirement benefit purposes.  The sick leave policy of the TDA provides for the 
accumulation of up to 240 hours of earned sick leave, however sick leave does not vest. 
Since the County, Authority and TDA have no obligation for the accumulated sick leave until 
it is actually taken, no accrual for sick leave is reported.  The Medical Center did not 
disclose their policies. ABC Board employees can accumulate an unlimited amount of sick 
leave. The ABC Board has no obligation for accumulated sick leave until it is actually taken 
and therefore no accrual for sick leave has been made. 
 

Accounting Estimates 

 
The preparation of 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 reported amounts of assets and liabilities and disclosures of 
contingent liabilities at the date of the financial statements, and the reported amounts of 
revenues and expenses during the period.  Actual results could differ from these estimates. 
 

 

E.  Net Assets/Fund Balances 
 

Net Assets 
 
Net assets in the government-wide and proprietary fund financial statements are classified 
as follows: 
 

 Invested in capital assets, net of related debt  - This component of net assets consists 
of capital assets, including any restricted capital assets, net of accumulated depreciation 
and reduced by the outstanding balances of any bonds, notes, or other borrowings that 
are attributable to the acquisition, construction, or improvement of those assets.  If there 
are significant unspent related debt proceeds at year-end, the portion of the debt 
attributable to the unspent proceeds are not included in the calculation of invested in 
capital assets, net of related debt.  Rather, that portion of the debt is included in the 
same net assets component as the unspent proceeds. 

 

 Restricted  - This component of net assets consists of constraints placed on net asset 
use through external constraints imposed by creditors (such as through debt covenants), 
grantors, contributors, or laws or regulations of other governments or constraints 
imposed by law through constitutional provisions or enabling legislation. 
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 Unrestricted net assets  - This component of net assets consists of net assets that do 
not meet the definition of “restricted” or “invested in capital assets, net of related debt”, 
above. 

 
Fund Balances 
 
In the governmental fund financial statements, reservations or restrictions of fund balance 
represent amounts that are not appropriable or are legally segregated for a specific subject 
purpose.  Designations of fund balance represent tentative management plans that are to 
change. 
State law [G.S. 159-13(b)(16)] restricts the appropriation of fund balance to an amount not 
to exceed the sum of cash and investments minus the sum of liabilities, encumbrances and 
deferred revenues arising from cash receipts as those amounts stand at the close of the 
fiscal year preceding the budget year. 

 
The governmental fund types classify fund balances as follows: 
 
Reserved for Airlie Gardens:  Represents the amount of special revenue 
fund balance reserved for Airlie Gardens    $1,483,250 
 
Reserved for emergency telephone system:  Represents the amount 
of special revenue fund balance reserved for the 911 emergency  
telephone system (Article 3)  2,217,902   
 
Reserved for encumbrances:  Represents an amount generally equiva- 
lent to open purchase commitments outstanding  2,432,406 
 
Reserved for erosion control:   Represents the amount of special 
revenue fund balance reserved for the expenditure of legally 
required erosion control  34,377,541                 
 
Reserved for fire services: Represents the amount of special revenue 
fund balance to be used for fire services  2,722,749      
 
Reserved for inventory: Represents the amount of fund balance  
not available for appropriation because it represents the year-end fund  
balance of ending inventories, which are not expendable, available  
resources                                                                                                                 17,794 
  
Reserved for local law enforcement block grant: Represents the  
amount of special revenue fund balance to be used for the block grant 15,928 
 
Reserved for parks:   Represents the amount of special  
revenue fund balance to be used for parks  3,760 
 
Reserved for prepaids:  Represents the amount of fund balance 
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not available for appropriation because it represents the year-end 
fund balance of ending prepaids, which are not expendable, available 
resources                   127,462 
 
Reserved for public health:  Represents the amount of special revenue 
fund balance to be used for public health  22,200 
   
 
Reserved for register of deeds: Represents the amount reserved for  
The Automation Enhancement and Preservation Fund as required  
by N.C. G.S. 161-11.3  692,426 
 
Reserved for revolving loans:  Represents the amount of special 
revenue fund balance to be used for revolving loans  62,295 
 
Reserved for schools:   Represents   the  amount  of  special  
revenue fund balance to be used for education             3,292,134 
 
Reserved by state statute:  Represents an amount not available  
for appropriation as required by North Carolina General Statutes 
159-8 (includes reserved for inventory)  23,013,216 
 
 Total Reserved  $70,481,063 
 
Unreserved – designated for subsequent expenditures:  Represents 
the amount of fund balance available for appropriation that has been 
designated for the adopted 2009-2010 budget ordinance in the general  
fund and capital projects funds               $94,741,290 
 
Unreserved – designated for post employment benefits:  Represents 
the amount of fund balance available for appropriation that has been  
designated for future costs of post employment benefits provided by 
the County                    1,400,000 
 
 Total Unreserved – Designated  $96,141,290 
 
Unreserved - undesignated:  Represents the amount of fund balance  
not reserved or designated which is available for future appropriation $44,921,656 
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F.  Reconciliation of Government-Wide and Fund Financial Statements 
 
           1.  Explanation of certain differences between the governmental funds balance 

sheet and the government-wide statement of net assets. 
 

The governmental funds balance sheet includes a summary reconciliation 
between total fund balance - governmental funds and net assets of 
governmental activities as reported in the government-wide statement of net 
assets.  The net adjustment of ($282,810,981) consists of several elements 
as follows: 

 
 
Capital assets used in governmental activities are not 
financial resources and are therefore not reported in the 
funds (total capital assets on government-wide 
statement in governmental activities column) 

 
 
 
 

$166,044,474 
 
Other long-term assets are not available to pay for 
current period expenditures 

 
 

29,813,942 
 
Liabilities for revenue deferred but earned and therefore 
recorded in the fund statements but not the government- 
wide 

 

Debt issuance costs expensed in the funds as incurred 
but recorded as an asset and amortized in the 
government-wide statements 

 
 
 

3,136,092 

 

 

2,443,699 

 

 

Liabilities that, because they are not due and payable in 
the current period, do not require current resources to  
pay and are therefore not recorded in the fund 
statements: 
    Bonds and installment financing 
    Accrued interest payable 
    Compensated absences 
    Net pension obligation 
    Net OPEB obligation 
    Claims and judgments     
        Total adjustment 

 
 
 
 
 

(462,514,525) 
(3,180,952) 
(5,316,457) 

(438,889) 
(12,670,260) 

          (128,105) 
($282,810,981) 
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2. Explanation of certain differences between the governmental fund statement 
of revenues, expenditures, and changes in fund balance and the government-
wide statement of activities. 

 

The governmental fund statement of revenues, expenditures, and changes  
in fund balances includes a summary reconciliation  between net changes in  
fund balances – total governmental funds and changes in net assets of gov- 
ernmental funds and changes in net assets of statement of activities.  There 
are several elements of that total adjustment of $(79,195,784) as follows:  
 
Capital outlay expenditures recorded in the fund 
statements but capitalized as assets in the statement of 
activities. 

Loss on disposal of assets  

Depreciation expense, the allocation of those assets over 
their useful lives, that is recorded on the statement of 

 
         
 

$   5,154,241 

        (24,464) 

 

activities but not in the fund statements. (9,067,840) 

 
 
New debt issued during the year is recorded as a source 
of funds on the fund statements; it has no effect on the 
statement of activities.  It affects only the government-
wide statement of net assets. 
 
Principal payments on debt owed are recorded as a use 
of funds on the fund statements but again affect only the 
statement of net assets in the government-wide 
statements. 
 
Capitalization of issuance costs 
Amortization of debt issuance costs and charges on debt 

Net amortization of discounts and premiums on debt 
 
Expenses reported in the statement of activities that do 
not require the use of current resources to pay are not 
recorded as expenditures in the fund statements. 
   
   Accrued interest payable     
   Claims and judgments  
   Compensated absences 
   Net pension obligation 

   Net OPEB obligation 

 
Revenues reported in the statement of activities that do 
not provide current resources are not recorded as 
revenues in the fund statements.  Revenue in the fund 
Statements that are repayments of long-term receivables 
are not recorded as revenue in the statement of activities. 
 

 
 
 
 

(195,199,945) 
 
 
 
 

   128,216,407 
    

       1,466,878 
       (490,921) 
        487,632 

 
 
 
 
 

         576,208 
           46,895 
          77,710 

         (50,975) 
    (5,978,709) 
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    Repayments of long-term receivable 
    Special assessments deferred in the fund statements 
    Other miscellaneous revenue deferred in the fund 
       statements 
 
 
Reversal of deferred tax revenue recorded at June 30, 
    2009 
 
Recording of deferred revenue – taxes receivable in  
    the fund statements as of June 30, 2010 
     
    Total adjustment 
 

  (3,771,701) 
     542,320  

     (152,493) 
 
 

    (1,293,900) 
 
 
 

     1,351,513 
 

($79,195,784) 
 

NOTE 2:  STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 
As of June 30, 2010, the Scattered Site Housing Capital Project Fund has a deficit fund 
balance of $7,885.  This deficit balance is the result of eligible expenditures made in the 
Scattered Site Housing Capital Project Fund for which reimbursement will be received from 
intergovernmental grants in the following year.   
 

A.  Budgetary Information 
 
Annual budgets are adopted as required by North Carolina General Statutes.  Budgets are 
prepared on a basis consistent with accounting principles generally accepted in the United 
States of America for all governmental funds except the capital projects funds, which adopt 
project ordinances. Proprietary funds are budgeted in the same manner as governmental 
type funds and, as such, are not budgeted on the accrual basis.  The County follows these 
procedures in establishing the budgetary data reflected in the financial statements: 
 
In the General Fund, department heads are authorized to transfer budgeted line items 
between appropriation units within their departments if the overall departmental budget 
remains unchanged.  The County Manager is authorized to make transfers between 
appropriation units within a budget function and to make transfers of up to $2,500 between 
budget functions as they appear in the budget ordinance, but he must subsequently report 
these to the Board of Commissioners.  All other funds are not budgeted by function, 
therefore the County Manager can authorize transfers within the fund.  The Board of 
Commissioners must approve all other budget transfers before they become valid.  The 
originally adopted annual budget ordinance was increased $11,700,805 during the fiscal 
year ended June 30, 2010. 
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Appropriations under annual budgets lapse at fiscal year end, whereas appropriations under 
project ordinances continue for the project life.  The level of control for each legally adopted 
annual appropriated budget during the year ended June 30, 2010, was as follows: 
 

 
Fund 

 
Level 

 
Governmental Funds: 
 
    General 

 
Function 

 
    Room Occupancy Tax Special Revenue 

 
Fund 

 
    Special Fire District Special Revenue 

 
Fund 

 
    Public Schools Special Revenue 

 
Fund 

 
    Revolving Loan Program 

 
Fund 

 
    Emergency Telephone System Special Revenue 

 
Fund 

 
    Local Law Enforcement Block Grant Special Revenue 

 
Fund 

 
Proprietary Fund: 
 
   Environmental Management Operating 

 
Fund 

 

The Parks Foundation, the Public Health Foundation of New Hanover County, Inc., and the 
Airlie Gardens Foundation, Inc. special revenue funds (blended component units), and the 
Law Enforcement Officers’ Pension Trust Fund did not adopt annual appropriated budgets. 
 

NOTE 3:  DETAIL NOTES ON ALL FUNDS 
 
A.  Assets 
 
Cash, Cash Equivalents, Deposits and Investments 
 
Deposits.  All of the County's, Authority's, Medical Center's, ABC Board's and TDA’s 
deposits are either insured or collateralized by using one of two methods.  Under the 
Dedicated Method, all deposits exceeding the federal depository insurance coverage level 
are collateralized with securities held by the County's, Authority's, Medical Center's, ABC 
Board's or TDA’s agents in these units' names.  Under the Pooling Method, a collateral pool, 
all uninsured deposits are collateralized with securities held by the State Treasurer of North 
Carolina's (State Treasurer) agent in the name of the State Treasurer.  Since the State 
Treasurer is acting in a fiduciary capacity for the County, Authority, Medical Center, ABC 
Board and TDA, these deposits are considered to be held by their agents in the entities' 
names.  The amount of the pledged collateral is based on an approved averaging method 
for non-interest bearing deposits and the actual current balance for interest bearing 
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deposits.  Depositories using the Pooling Method report to the State Treasurer the 
adequacy of their pooled collateral covering uninsured deposits.  The State Treasurer does 
not confirm this information with the County, Authority, Medical Center, ABC Board, TDA or 
the escrow agent.  Because of the inability to measure the exact amount of collateral 
pledged for the County, Authority, Medical Center, ABC Board, and TDA under the Pooling 
Method, the potential exists for under-collateralization, and this risk may increase in periods 
of high cash flows.  However, the State Treasurer enforces strict standards of financial 
stability for each depository that collateralizes public deposits under the Pooling Method.  
The State Treasurer enforces standards of minimum capitalization for all pooling method 
financial institutions.  The County, Authority, Medical Center, ABC Board and TDA rely on 
the State Treasurer to monitor those financial institutions.  There is no formal policy 
regarding custodial credit risk for deposits. 
 
At June 30, 2010, the County’s deposits had a carrying amount of $123,965,285 and  a 
bank balance of $124,591,472.  Of the bank balance, $1,387,434 was covered by federal 
depository insurance and $123,204,038 was covered by collateral held under the Pooling 
Method. 
 
At June 30, 2010, the Authority's deposits had a carrying amount of $9,107,761 and a bank 
balance of $9,550,853.  Of the bank balance, $250,000 was covered by federal depository 
insurance and the remainder was covered by collateral held under the Pooling Method. 
 
At September 30, 2009, the Medical Center's deposits had a carrying amount of 
$15,339,000 and a bank balance of $24,058,000. Of the bank balance, $250,000 per 
financial institution was covered by federal depository insurance and the remainder was 
covered by collateral held under the Pooling Method. 
 
At September 30, 2009, LCFH had cash balances in a financial institution that from time to 
time have exceeded federal depository insurance coverage.  The carrying amount and bank 
balance were $4,064,000 and $7,642,000 respectively.  Bank balances in excess of federal 
depository insurance limits are uninsured and uncollateralized. 
 
At September 30, 2009, PMH had cash balances in two financial institutions that from time 
to time have exceeded federal depository insurance coverage.  Uninsured amounts are 
collateralized under the Pooling Method.  The carrying amount and bank balance were 
$1,213,000 and $1,468,000 respectively. 
 
At June 30, 2010, the ABC Board's deposits had a carrying amount of $2,874,404 and a 
bank balance of $3,215,759.  Bank balances over the federal depository insurance limits 
are collateralized under the dedicated method. 
 
At June 30, 2010, the TDA’s deposits had a carrying amount of $27,432 and a bank 
balance of $144,661.  Of the bank balance, $144,661 was covered by federal depository 
insurance and the remainder was covered by collateral held under the Pooling Method. 
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Investments 
 
At June 30, 2010, the County had the following investments and maturities: 
  

 
 

Investment Type 

 
 

Fair Value 

 
Less Than 
6 Months 

 
 

6-12 Months 

 
More Than 
12 Months 

 
US Government Agencies 

 
57,959,534 

 
47,500,000 

 
10,500,000 

 
   0 

 
NC Capital Management Trust -
Cash Portfolio 

 
 

34,355,171 

 
 

N/A 

 
 

N/A 

 
 

N/A 
 
Money Market – Airlie Foundation 

 
7,000 

 
    N/A 

 
         N/A 

 
N/A 

 
Fixed Income Securities – Airlie 
Foundation 

 
 

583,091 

 
 

N/A 

 
 

N/A 

 
 

N/A 
 
Mutual Funds – Airlie Foundation 

 
595,623 

 
N/A 

 
N/A 

 
N/A 

 
     Total 

 
$93,500,419 

 
$47,500,000 

 
$10,500,000 

 
$0 

 

Interest Rate Risk.  As a means of limiting its exposure to fair value losses arising from 
rising interest rates, the County’s investment policy limits the County’s investment portfolio 
to maturities of at least 1) 30% maturing within 30 days, 2) 75% maturing within 180 days, 
and 3) 100% maturing within 3 years. 
 

Credit Risk.  The County limits investments to the provisions of G.S. 159-30 and restricts 
the purchase of securities to the highest possible ratings whenever particular types of 
securities are rated.  State law limits investments in commercial paper to the top rating 
issued by nationally recognized statistical rating organizations (NRSROs); however, the 
County had no formal policy on managing credit risk.  The County’s investments in the NC 
Capital Management Trust Cash Portfolio carried a credit rating of AAAm by Standard & 
Poor’s as of June 30, 2010.  The County’s investments in US Government Agencies are 
rated AAA by Standard & Poor’s and Aaa by Moody’s Investors Service. 
 

Custodial Credit Risk.  For an investment, custodial credit risk is the risk that in the event 
of the failure of the counterparty, the County will not be able to recover the value of its 
investments or collateral securities that are in the possession of an outside party.  At June 
30, 2010, the Airlie Gardens Foundation had $583,091 invested in fixed income securities 
held by counterparties in the name of Airlie Gardens Foundation, Inc.  The County had no 
policy on custodial credit risk, but it contracts with the trust department of a financial 
institution to hold its investments in the County’s name. 

 

Concentration of Credit Risk.  The County places a limit of no more than 50% of the 
investment portfolio may be invested in any one institution.  Also, no more than 50% of the 
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investment portfolio may be invested in any one investment vehicle.  No investments in the 
portfolio of the County violate this credit risk concentration.  More than 5% of the County’s 
US Government Agencies investments are in Federal Farm Credit Bank, Federal Home 
Loan Bank, Federal Home Loan Mortgage Corporation, Federal National Management 
Association, and the U.S. Treasury.  These investments make up 22%, 17%, 24%, 27%, 
and 8% of the County’s investments excluding investments with NC Capital Management 
Trust, respectively.    
 
At June 30, 2010, the Authority's investments of $3,673,643 in the  North Carolina Capital 
Management Trust Cash Portfolio which carried a credit rating of AAAm by Standard and 
Poor’s, Inc.  The Authority has no policy for managing interest rate, credit risk, custodial 
credit, or concentration of credit risks. 
 
At September 30, 2009, the Medical Center's investment balance (including $3,284,000 and 
$528,000 from Lower Cape Fear Hospice and Pender Memorial Hospital, respectively; and 
$273,628,000 from the Medical Center) consisted of the following (in thousands): 
 

 
 

Investment Type 

 
 
Fair Value 

 
Less Than 

1 Year 

 
1-5 

Years 

 
6-10 

Years 

 
11-20 
Years 

More 
Than 

20 Years 

US Government 
Treasuries 

 
$37,284 

 
N/A 

 
$7,341 

 
$29,943 

 
N/A 

 
N/A 

US Government 
Agencies 

 
120,211 

 
N/A 

 
28,835 

 
17,078 

 
43,388 

 
30,910 

NC Capital 
Management Trust-
Cash Portfolio 

 
 

66,459 

 
 

N/A 

 
 

N/A 

 
 

N/A 

 
 

N/A 

 
 

N/A 

Department of State 
Treasurer Short Term 
Investment fund (STIF) 

 
 

66 

 
 

N/A 

 
 

N/A 

 
 

N/A 

 
 

N/A 

 
 

N/A 

Department of State 
Treasurer Trust Funds 
Investment Program – 
Equity Investment Fund 

 
 
 

45,613 

 
 
 

N/A 

 
 
 

N/A 

 
 
 

N/A 

 
 
 

N/A 

 
 
 

N/A 

Bond Funds 2,259 N/A N/A N/A N/A N/A 

 
Mutual Funds 

 
5,362 

 
N/A 

 
N/A 

 
N/A 

 
N/A 

 
N/A 

Municipal Bonds 186 N/A N/A N/A N/A N/A 

 

     Total 

 

$277,440 
 

N/A 

 

$36,176 

 

$47,021 

 

$43,388 

 

$30,910 

 
 

Interest Rate Risk.  The Medical Center’s investment policy mitigates interest rate risk by 
providing adequate liquidity for short-term cash needs, and by making longer-term 
investments only with funds that are not needed for current cash flow purposes.  The 
Medical Center also invests in collateralized mortgage obligations and mortgage backed 
securities.  The value of the securities is based on the cash flows from principal and interest 
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payments due on  underlying mortgages.  When interest rates decline, prepayments by 
mortgagees may increase.  The resultant reduction in expected total cash flows affects the 
fair value of these securities and makes the fair values of these securities highly sensitive to 
changes in interest rates. 
 

Credit Risk.   NC Statutes limit the Medical Center’s investments to obligations of the 
United States or obligations fully guaranteed both as to principal and interest by the United 
States; obligations of specific U.S. government agencies; obligations of the State of North 
Carolina; bonds and notes of any North Carolina local government or public authority; 
certain high quality issues of commercial paper and bankers’ acceptances; investment in a 
co-mingled investment pool established and administered by the North Carolina State 
Treasurer; certain repurchase agreements with respect to direct obligations of the United 
States or obligations which are guaranteed by the United States as to principal and interest; 
and the NCCMT.  The Medical Center’s investments in the NC Capital Management Trust 
Cash Portfolio carried a credit rating of AAAm by Standard & Poor’s as of September 30, 
2009.  The Medical Center’s investment portfolio holds debentures and mortgage backed 
securities issued by Fannie Mae, Freddie Mac, Vendor Mortgage Trust, and GNMA and 
debentures issued by Federal Home Loan Bank and Federal Farm Credit Bank, and certain 
municipal bonds.  All are rated Aaa by Moody’s Investors Service as of September 30, 
2009.   
 

Custodial Credit Risk.   The Medical Center has no formal custodial credit risk policy in 
addition to the governing of NC Statutes.   
 

Concentration of Credit Risk.  The Medical Center’s investment policy provides for the 
maintenance of a balance between short/intermediate fixed income investments and broad 
duration fixed income securities, and investment in a co-mingled investment pool 
established and administered by the North Carolina State Treasurers as allowable under 
NC Statutes, however it places no limit on the amount the Medical Center may invest in any 
one issuer.  As of September 30, 2009 securities issued/guaranteed by Fannie Mae, 
Freddie Mac, and Ginnie Mae represent 16.8%, 14%, and 7.7% of the Medical Center’s 
investment portfolio, respectively. 
 
At June 30, 2010 the TDA had $1,328,416 invested with the North Carolina Capital 
Management Trust’s Cash Portfolio which carries a credit rating of AAAm by Standard and 
Poor’s.  The TDA has no policy regarding interest rate, credit, custodial credit or 
concentration of credit risks. 
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Cash, cash equivalents and investments of the County can be summarized as follows as  
of June 30, 2010: 
 

  
Total 

 
Cash on hand and undeposited items 

 
$86,620 

 
Deposits 

 
        123,965,285 

 
Investments 

 
93,500,419 

 
Accrued interest receivable 

 
0 

 
     Total 

 
$217,552,324 

 
Primary Government Unrestricted 

 
$109,051,415 

 
Primary Government Restricted 

 
93,794,684 

 
Law Enforcement Officers’ Pension Trust Fund - Unrestricted 

 
656,326 

 
Agency Funds – Unrestricted 

 
14,049,899 

 
     Total 

 
$217,552,324 

 

Cash, cash equivalents and investments of the Authority can be summarized as follows  
as of June 30, 2010: 
 

  
Total 

 
Cash on hand  

 
$1,000  

 
Deposits 

 
9,107,761 

 
Investments 

 
3,673,643 

 
    Total 

 
$12,782,404 

 
Unrestricted 

 
$10,466,613 

 
Restricted 

 
2,315,791 

 
     Total 

 
$12,782,404 
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Cash, cash equivalents and investments of the Medical Center can be summarized as 
follows as of September 30, 2009: 
 

  

Total 

 
Cash on hand  

 
$16,000 

 
Deposits 

 
20,616,000 

 
Investments 

 
277,440,000 

 

     Total 
 

$298,072,000 

 
Unrestricted 

 
$289,605,000 

 
Restricted 

 
8,467,000 

 

     Total 
 

$298,072,000 

  

Cash, cash equivalents and investments of the ABC Board can be summarized as follows 
as of June 30, 2010: 
 

  

Total 

 
Cash on hand 

 
$ 9,900   

 
Deposits 

 
2,874,404 

 
Investments 

 
878,017 

 

     Total - Unrestricted 
 

$3,762,321 

 

 
Cash, cash equivalents and investments of the TDA can be summarized as follows as of 
June 30, 2010: 
 

 
 

 
Total 

 
Deposits 

 
$27,432 

 
Investments 

 
1,328,416 

 
     Total - Unrestricted 

 
$1,355,848 
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Receivables 
 
The County divested its water and sewer assets and operations to Cape Fear Public Utility 
Authority (CFPUA) on July 1, 2008.  As part of the divestiture, CFPUA assumed all of the 
County’s liabilities including the long-term debt. However, certain term debt issuances of the 
County were combined between the governmental and business type activities and as such 
could not be transferred as part of the inter-local agreement.  Accordingly, the County is 
continuing to service the outstanding term debt and has recorded a receivable in its 
governmental activities in the government-wide statements from CFPUA in the same 
amount as the outstanding debt issuances which were not legally transferred to CFPUA.  
These debt balances are now considered governmental activities debt in the government-
wide statements.  The term and interest rate of the receivable corresponds to the terms and 
interest rates of the aforementioned debt.   The long-term receivable balance from the 
Authority is $29,229,000 at June 30, 2010 which is recorded as other long-term receivables 
of governmental activities on the statement of net assets.  The related long-term debt 
balances in the same amount are reported as long-term obligations of governmental 
activities on the statement of net assets at June 30, 2010. 
 
In 2003, the County agreed to loan the Authority $800,000 to be repaid over a ten year 
period in annual installments at an interest rate equal to the interest rate on the Certificate 
of Participation, Series 2003 which range from 2.375% to 3.5%.  The funds related to the 
agreement were not disbursed to the Authority until 2008, at which time the repayment 
period began. During 2010, unexpended proceeds from this note in the amount of $72,441, 
including $2,709 for interest, were applied to the note, resulting in a decrease of the note 
receivable and a restructuring of payments.  After restructuring, the note receivable is being 
repaid in 17 semiannual payments of $40,646 including interest at a rate of 2.55% with the 
final installment due to be paid in March of 2018.  The note receivable balance is $584,942 
at June 30, 2010 and is recorded as other long-term receivables of governmental activities 
on the statement of net assets. 
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Receivables at the government-wide level of the County are recorded net of allowances for 
doubtful accounts and are composed of the following major categories at June 30, 2010: 
 

 

 

Governmental Activities: 

 

Property Taxes 

  (Other Sources) 

Other  

Governmental 

Units 

 

 Other  

Sources (1) 

 

 

Total 

General     

  Local Sales Tax $                - $10,287,329 $                 - $10,287,329 

  Grants  - 4,089,713  - 4,089,713 

  Other 1,247,602 677,568 3,141,796 5,066,966 

      Subtotal 1,247,602 15,054,610 3,141,796 19,444,008 

Special Revenue 95,204 524,300 1,600,154 2,219,658 

Capital Projects - 1,850 5,569 7,419 

Total - Governmental   
            Activities 
                 Activities 

 
1,342,806  

 
15,580,760 

 
4,747,519 

 
21,671,085 
24,818,738 Business-Type  

    Activities: 

    

Enterprise - 88,545 1,220,238 1,308,783 

 

Fiduciary Activities: 

    

Agency Fund 2,325,533 - 890,076 3,215,609 

      Total $3,668,339 $15,669,305 $6,857,833 $26,195,477 

Primary Government – Unrestricted $22,979,868 

Agency Funds - Unrestricted   3,215,609 

    Total $26,195,477 

 
(1) Other sources are principally due from customers of New Hanover County and special 

assessments of $1,198,137 which are due annually through fiscal year 2013. 
 
Allowances for Doubtful and Uncollectible Accounts 
 
The amounts shown in Exhibit 1 for receivables of the County are net of the following 
allowances for doubtful accounts: 
 

 

Governmental Activities :   

 
    Allowance for Uncollectible Property Taxes 

 
$4,021,296 

 
    Allowance for Other Uncollectible Receivables 

 
298,331 

 

        Total - Governmental Activities 

 

$4,319,627 

 



                               NEW HANOVER COUNTY, NORTH CAROLINA     Exhibit 13 

             (Cont.) 

 NOTES TO THE BASIC FINANCIAL STATEMENTS 

June 30, 2010 

 

60 
 

The amount shown in Exhibit 1 for receivables of the Authority are net of an allowance in 
the amount of $50,000 for possible uncollectible accounts. 
 
The amount shown in Exhibit 1 for receivables of the Medical Center are net of an 
allowance for uncollectible accounts of $65,646,000. 
 
Ad Valorem Taxes 
 
The County collects taxes for the four municipalities located within New Hanover County 
and accounts for these taxes, as a fiduciary responsibility, in the Tax Clearing Agency Fund. 
 
Analysis of Current Tax Levy (for General Fund only): 
 

 Total 

Property Valuation 

Rate per 

$100 

 

Levy 

 
2009 Levy - County wide (1) 

 
 

 
$.4525 

 
$153,855,689 

 
   Add:   Discoveries and fees 

 
 

 
 

 
436,254 

 
          Subtotal 

 
    

 
 

 
154,291,943 

 
   Less:  Abatements and 
      adjustments 

 
 

 
 

 
 

1,498,797 

 

Total adjusted levy 
 

$33,674,505,469 

 

 

 

$152,793,146 

 

Collections 

 
 

 
 

 

$150,719,243 

 

Percent collected 

 

 

 

 

 

98. 64% 

 
(1) Penalties assessed become a part of the tax levy but have no effect on the property 

valuation. 
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Analysis of General Fund property taxes receivable by year: 
 

 

 

Tax  

Year 

 

Taxes  

Receivable 

June 30, 2009 

 

2009 Levy 

Discoveries 

and Fees 

 

 

 

Collections 

 

Abatements 

and 

Adjustments 

 

Taxes 

Receivable 

June 30, 2010 

 
Prior 

 
$5,246,428 

 
$547,021 

 
$1,763,311 

 
$941,958 

 
$3,088,180 

 
2009 

 
0 

 
154,291,943 

 
150,719,243 

 
1,498,797 

 
2,073,903 

 

Totals 
 

$5,246,428 

 

$154,838,964 

 

$152,482,554 

 

$2,440,755 

 

$5,162,083 

 
Less allowance for uncollectible property taxes 

 
3,914,481 

 

Net property taxes receivable 
 

$1,247,602 

  

 
Analysis of Current Tax Levy (for Special Fire District only): 
 

 
 

 
Total 

Property Valuation 

 
Rate per 

$100 

 
 

Levy 
 
2009 Levy - County wide (1) 

 
 

 
$.06 

 
$7,576,045 

 
   Add:   Discoveries and fees 

 
 

 
 

 
21,636 

 
          Subtotal 

 
 

 
 

 
7,597,681 

 
   Less:  Abatements and adjustments 

 
 

 
 

 
59,686 

 
Total adjusted levy 

 
$12,593,971,290 

 
 

 
$7,537,995 

 
Collections 

 
 

 
 

 
$7,439,117 

 
Percent collected 

 
 

 
 

 
98.69% 

 
(1) Penalties assessed become a part of the tax levy but have no effect on the assessed valuation. 
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Analysis of Special Fire District property taxes receivable by year: 
 

 
 

Tax  
Year 

 
Taxes  

Receivable 
June 30, 2009  

 
2009 Levy 

Discoveries 
and Fees 

 
 
 

Collections 

 
Abatements 

and 
Adjustments 

 
Taxes 

Receivable 
June 30, 2010 

 
Prior 

 
$188,894 

 
$16,757 

 
$78,801 

 
$23,709 

 
$103,141 

 
2009 

 
0 

 
7,597,681 

 
7,439,117 

 
59,686 

 
98,878 

 
Totals 

 
$188,894 

 
$7,614,438 

 
$7,517,918 

 
$83,395 

 
$202,019 

 
Less allowance for uncollectible property taxes 

 
 106,815 

 
Net property taxes receivable 

 
$95,204 

 
Use-Value Assessment on Certain Lands: 
 
In accordance with North Carolina General Statutes, agriculture, horticulture, and forest land 
may be taxed at present-use value as opposed to market value.  When the property loses it 
eligibility for use-value taxation, the property tax is recomputed at market value for the 
current year and the three preceding fiscal years along with accrued interest from the 
original due date.  This tax is immediately due and payable.  The following are property 
taxes that would become due if present use-value eligibility is lost on June 30, 2010.  These 
amounts have not been recorded in the financial statements, since they are not available 
under the modified accrual basis of accounting. 
 
 

 

Year Levied 

Contingent - Gain 

Tax Recapture 

 
2006 

 
$227,234 

 
2007 

 
 237,849 

 
2008 

 
 251,589 

 
2009 

 
236,456 

 

Total 
 

$953,128 
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Capital Assets 
 
Capital assets activity of the primary government for the year ended June 30, 2010 is as 
follows: 
 

 

Governmental Activities: 
Balance 

July 1, 2009 

 

Additions 

 

Deletions 

Balance 

June 30, 2010 

Capital assets not being  

 depreciated: 

  
 

 
 

 
 

 
Land 

 
$38,001,399 

 
$0 

 
$0 

 
$38,001,399 

 
Construction in progress 

 
3,265,703 

 
4,924,761 

 
2,809,128 

 
5,381,336 

Total capital assets not 

being depreciated 

 

41,267,102 

 

4,924,761 

 

2,809,128 

 

43,382,735 

Capital assets being  

depreciated: 

 
 

 
 

 
 

 
 

 
Buildings 

 
134,950,720 

 
121,534 

 
0 

 
135,072,254 

 
Other improvements 

 
21,462,710 

 
1,140,227 

 
0 

 
22,602,937 

 
Equipment and vehicles 

 
50,007,437 

 
1,776,847 

 
714,506 

 
51,069,778 

 

Total capital assets being 

depreciated 

 

 

206,420,867 

 

 

3,038,608 

 

                   

714,506 

 

 

208,744,969 

Less accumulated  

depreciation for: 

 
 

 
 

 
 

 
 

 
Buildings 

 
34,388,809 

 
3,195,605 

 
0 

 
37,584,414 

 
Other improvements 

 
13,519,089 

 
1,130,508 

 
0 

 
14,649,597 

 
Equipment and vehicles 

 
29,797,534 

 
4,741,727 

 
690,042 

 
33,849,219 

 

Total accumulated  

depreciation 

 

 

77,705,432 

 

 

$9,067,840 

 

 

$690,042 

 

 

86,083,230 

 

Total capital assets being 

depreciated, net 

 

 

128,715,435 

 

 

 

 

 

 

122,661,739 

Governmental activity 

capital assets, net 

 

$169,982,537 

 

 

 

 

 

$166,044,474 
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Business-Type Activities: 

 

Balance  

July 1, 2009 

Prior Period 

Adjustment 

 

 

Additions 

 

 

Deletions  

 

Balance 

June 30, 2010 

 

Capital assets not being 

depreciated: 

 
 

  
 

 
 

 
 

 
Land 

 
$2,459,201 

 
$0 

 
$0 

 
$0 

 
$2,459,201 

 
Construction in progress 

 
6,750 

 
0 

 
1,496,568 

 
1,503,318 

 
0 

 

Total capital assets not 

being depreciated 

 

 

2,465,951 

 
 

0 

 

 

1,496,568 

 

 

1,503,318 

 

 

2,459,201 

 

Capital assets being  

depreciated: 

 
 

  
 

 
 

 
 

 
Buildings 

 
22,983,152 

 
0 

 
0 

 
0 

 
22,983,152 

 
Other improvements 

 
17,702,222 

 
0 

 
1,536,818 

 
0 

 
19,239,040 

 
Equipment 

 
27,180,582 

 
0 

 
354,590 

 
52,921 

 
27,482,251 

 

Total capital assets being 

depreciated 

 

 

67,865,956 

 
 

0 

 

 

1,891,408 

 

 

52,921 

 

 

69,704,443 

 

Less accumulated 

depreciation for: 

 
 
 

  
 
 

 
 
 

 
 
 

 
Buildings 

 
13,939,213 

0  
464,086 

 
0 

 
14,403,299 

 
Other improvements 

 
15,555,922 

 
(888,744) 

 
1,112,546 

 
0 

 
15,779,724 

 
Equipment  

 
23,525,439 

 
0 

 
660,466 

 
52,921 

 
24,132,984 

 

Total accumulated  

depreciation 

 

 

53,020,574 

 

 

(888,744) 

 

 

$2,237,098 

 

 

$52,921 

 

 

54,316,007 

 

Total capital assets being 

depreciated, net 

 

 

14,845,382 

  

 

 

 

 

 

 

 

15,388,436 

 

Business-type activity 

capital assets, net 

 

 

$17,311,333 

  

 

 

 

 

 

 

 

$17,847,637 
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During the fiscal year ended June 30, 2010, the County determined that errors had been 
made with regards to depreciation expense in the Environmental Management Fund.  
This error resulted in an overstatement of depreciation expense and understatement of 
net capital assets at June 30, 2009.  Beginning net assets were restated by $888,744 to 
correct this error. 
 
Depreciation expense was charged to functions/programs of the primary government as 
follows: 

 
 
Governmental activities: 

 
 

 
    General government 

 
$2,000,076 

 
    Human services 

 
561,738 

 
    Public safety 

 
5,106,248 

 
    Culture and recreation 

 
1,337,625 

 
    Education 

 
62,153 

 
Total depreciation expense - governmental activities 

 
$9,067,840 

 
 

 
 

 
Business-type activities: 

 
 

 
    Environmental Management 

 
$2,237,098 

 
Total depreciation expense - business-type activities 

 
$2,237,098 
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Capital assets activity for the Authority for the year ended June 30, 2010: 
 

 
 

 
Balance 

July 1, 2009 

 
 

Additions 

 
 

Deletions 

 
 

Transfer 

 
Balance 

June 30, 2010 
 
Capital assets not 
being depreciated: 

 
 

 
 

 
 

  
 

 
Land 

 
$13,528,588 

 
$743,758 

 
$0 

 
$(504,673) 

 
$13,767,673 

 
Easements 

 
0 

 
49,282 

 
0 

 
504,673 

           
553,955 

 
Construction in progress 

 
17,382,542 

 
4,592,309 

 
0 

 
(4,373,939) 

 
17,600,912 

 
Total capital assets 
not being depreciated 

 
 

30,911,130 

 
 

5,385,349 

 
 

0 

 
 

(4,373,939) 

 
 

31,922,540 

 
Capital assets being 
depreciated: 

 
 

 
 

 
 

  
 

 
Buildings and 
Improvements (Airfield 
and Building) 

 
 
 

84,149,548 

 
 
 

706,723 

 
 
 

0 

 
 
 

3,627,628 

 
 
 

88,483,899 

 
Vehicles 

 
1,259,428 

 
9,766 

 
0 

 
0 

 
1,269,194 

 
Machinery and 
Equipment 

 
 

2,725,093 

 
 

161,162 

 
 

26,228 

 
 

746,311 

 
 

3,606,338 
 
Total capital assets 
being  depreciated 

 
 

88,134,069 

 
 

877,651 

 
 

26,228 

 
 

4,373,939 

 
 

93,359,431 
 
Less accumulated 
depreciation for: 

 
 

 
 

 
 

  
 

 
Buildings and 
Improvements (Airfield 
and Building) 

 
 
 

56,563,095 

 
 
 

3,899,615 

 
 
 

0 

 
 
 

0 

 
 
 

60,462,710 
 
Vehicles  

 
802,425 

 
58,822 

 
0 

 
0 

 
861,247 

 
Machinery and 
equipment 

 
 

1,824,877 

 
 

219,485 

 
 

26,228 

 
 

0 

 
 

2,018,134 
 
Total accumulated 
depreciation 

 
 

$59,190,397 

 
 

$4,177,922 

 
 

$26,228 

 
0 

 
 

63,342,091 
 
Total capital assets 
being depreciated, net 
 

 
 

28,943,672 

 
 

 
 

  
 

30,017,340 

 
Capital assets, net 

 
$59,854,802 

 
 

 
 

  
$61,939,880 
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Capital asset activity for the Medical Center for the year ended September 30, 2009: 
 

 

 
 

 
Balance 

October 1, 
2008 

 
 
 

Additions 

 
 
 

Deletions 

 
Balance 

September 30, 
2009 

 
Capital assets not being 
depreciated: 

 
 

 
 

 
 

 
 

 
Land 

 
$13,866,000 

 
$592,000 

 
$0 

 
$14,458,000 

 
Construction in progress 

 
28,796,000 

 
55,383,000 

 
68,062,000 

 
16,117,000 

 
Total capital assets not  
being depreciated 

 
 

42,662,000 

 
   

55,975,000 

 
 

68,062,000 

 
 

30,575,000 
 
Capital assets being  
depreciated: 

 
 

 
 

 
 

 
 

 
Buildings and leasehold          
  improvements 

 
 

421,123,000 

 
     

51,721,000 

 
 

175,000 

 
 

472,669,000 
 
Equipment 

 
238,041,000 

 
27,122,000 

 
6,279,000 

 
258,884,000 

 
Total capital assets being 
depreciated 

 
 

659,164,000 

 
 

78,843,000 

 
 

6,454,000 

 
 

731,553,000 
 
Less accumulated 
depreciation for: 

 
 

 
 

 
 

 
 

 
Buildings, leasehold            
improvements and equipment 

 
 

302,615,000 

 
 

$39,842,000 

 
 

$5,967,000 

 
 

336,490,000 
 
Total capital assets being 
depreciated, net 

 
 

356,549,000 

 
 
 

 
 
 

 
 

395,063,000 
 
Capital assets, net 

 
$399,211,000 

 
 

 
 

 
$425,638,000 
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Capital assets for the ABC Board at June 30, 2010: 
 
 

 
 
 

 
Balance 

June 30, 2010 
 
Capital assets, not being depreciated: 

 
 

 
Land 

 
$6,378,076 

 
Construction in progress 

 
0 

 
Total capital assets not being depreciated 

 
$6,378,076 

 
Capital assets being depreciated: 

 
 

 
Buildings and improvements 

 
$9,469,393 

 
Vehicles 

 
107,165 

 
Fixtures and equipment 

 
462,433 

 
Total capital assets being depreciated 

 
$10,038,991 

 
Less:  Accumulated depreciation 

 
2,766,920 

 
Total capital assets being depreciated, net 

 
$7,272,071 

 
 Capital assets, net 

 
$13,650,147 

 

 
Capital asset activity for the TDA for the year ended June 30, 2010: 
 
 
 
 

 
Balance 

July 1, 2009 

 
          
Additions 

 
 
Deletions 

 
Balance 

June 30, 2010 
 
Capital assets being 
depreciated: 

 
 

 
 

 
 

 
  

 
Equipment 

 
$115,623 

 
$0 

 
$9,562 

 
$106,061 

 
Less: Accumulated depreciation  

 
35,708 

 
19,102 

 
8,846 

 
45,964 

 
Capital assets, net 

 
$79,915 

 
$(19,102) 

 
$(716) 

 
$60,097 
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B.  Liabilities 
 
Payables 
 
Accounts payable and accrued expenses at the government-wide level at June 30, 2010 
were as follows: 

 

 
 

 
 

Vendors 

 
Salaries and 

Benefits 

 
 

Total 
 
Governmental Activities: 

 
 

 
 

 
 

 
     General 

 
$5,463,165 

 
$4,504,949 

 
$9,968,114 

 
     Special Revenue     

 
559,128 

 
280,029 

 
839,157 

 
     Capital Projects 

 
2,987,068 

 
0 

 
2,987,068 

 
Total-governmental activities 

 
$9,009,361 

 
$4,784,978 

 
$13,794,339 

 
Business-type Activities: 

 
 

 
 

 
 

 
     Environmental Management 

 
$480,715 

 
$196,117 

 
$676,832 

 
Total-business-type activities   

 
$480,715 

 
$196,117 

 
$676,832 

 

 
Pension Plan Obligations 
 
The County and its component units participate in the following retirement systems: 
 
Local Governmental Employees' Retirement System of North Carolina. 
 

Plan Description 
 
The County, Authority and ABC Board contribute to the statewide Local Governmental 
Employees' Retirement System (LGERS), a cost-sharing multiple-employer defined benefit 
pension plan administered by the State of North Carolina.  LGERS provides retirement and 
disability benefits to plan members and beneficiaries.  Article 3 of G.S. Chapter 128 assigns 
the authority to establish and amend benefit provisions to the North Carolina General 
Assembly.  The Local Governmental Employees' Retirement System is included in the 
Comprehensive Annual Financial Report (CAFR) for the State of North Carolina.  The 
State's CAFR includes financial statements and required supplementary information for 
LGERS.  That report may be obtained by writing to the Office of the State Controller, 1410 
Mail Service Center, Raleigh, North Carolina  27699-1410, or by calling (919) 981-5454. 

 

Funding Policy  
 
Plan members are required to contribute six percent of their annual covered salary.  The 
County, Authority and ABC Board are required to contribute at an actuarially determined 
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rate.  For the County, the 2010 rate for employees not engaged in law enforcement and for 
law enforcement officers is 4.89% and 4.86%, respectively, of annual covered payroll.  For 
the Authority, the current rate for employees not engaged in law enforcement and for law 
enforcement officers is 6.52% and 6.49%, respectively, of annual covered payroll.  For the 
ABC Board, the current rate for employees not engaged in law enforcement is 6.35% of 
annual covered payroll.  The contribution requirements of members of the County, Authority 
and ABC Board are established and may be amended by the North Carolina General 
Assembly.   
 

The County's contributions to LGERS for the years ended June 30, 2010, 2009, and 2008 
were $3,261,798, $3,405,949, and $3,489,729 respectively.   
 
The Authority's contributions to LGERS for the years ended June 30, 2010, 2009, and  2008 
were $136,925, $128,481, and $117,437, respectively.   
 
The ABC Board's contributions to LGERS for the years ended June 30, 2010, 2009, and 
2008 were $97,734, $90,822, and $106,476, respectively.   
 
The contributions made by the County, the Authority and the ABC Board equaled the 
required contributions for each year. 
 

Law Enforcement Officers' Special Separation Allowance 
 

Plan Description 
 
The County and the Authority each administer a public employee retirement system (LEO 
System), a single-employer defined benefit pension plan that provides retirement benefits to 
the County's and Authority's qualified sworn law enforcement officers.  The LEO System is 
equal to .85 percent of the annual equivalent of the base rate of compensation most recently 
applicable to the officer for each year of creditable service.  The retirement benefits are not 
subject to any increases in salary or retirement allowances that may be authorized by the 
General Assembly.  Article 12D of G.S. Chapter 143 assigns the authority to establish and 
amend benefit provisions to the North Carolina General Assembly.  The LEO System of the 
County is reported in the CAFR as a pension trust fund.  A separate financial report is not 
issued for the LEO System of the County or the Authority. 
 
All full-time County and Authority law enforcement officers are covered by the LEO System. 
At December 31, 2009, the LEO System's membership consisted of: 
 

 
 

 
County 

 
Authority 

 
Retirees receiving benefits 

 
22 

 
1 

 
Active plan members 

 
288 

 
9 

 
    Total 

 
310 

 
10 
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Summary of Significant Accounting Policies 
 
Basis of Accounting.  Financial statements for the County's LEO System are prepared using 
the accrual basis of accounting.  Employer contributions to the plan are recognized when 
due and when the County has made a formal commitment to provide the contributions.  
Benefits are recognized when due and payable in accordance with the terms of the plan.  
The Authority's LEO System is not considered to be part of the County's or Authority's 
reporting entity as the Authority has chosen to fund the separation allowance on a pay as 
you go basis.  Pension expense is recorded in these statements on the accrual basis. 
 
Method Used to Value Investments.    The County’s LEO System investments are reported 
at market value.   In the Authority’s LEO System, no funds are set aside to pay benefits and 
administration costs.  These expenses are paid as they come due. 
 

Funding Policy 
 
The County and Authority are required by Article 12D of G.S. Chapter 143 to provide these 
retirement benefits and have chosen to fund the amounts necessary to cover the benefits 
earned by making contributions based on actuarial valuations as needed and pay-as-you-go 
basis, respectively.  For the current year, the County contributed $358,511, or 2.45% of 
annual covered payroll and the Authority contributed $12,835.  There were no contributions 
made by employees of the County or the Authority.  The County's and Authority’s obligation 
to contribute to this plan is established and may be amended by the North Carolina General 
Assembly.  Administration costs of the LEO System are financed through investment 
earnings. 
 
The County’s and the Authority’s annual pension cost and net pension obligation to the LEO 
System for the current year were as follows: 
 
 
 

 
County 

 
Authority 

 
Annual required contribution 

 
$405,798  

 
         $6,602 

 
Interest on net pension obligation 

 
28,124 

 
2,116 

 
Adjustment to annual required contribution 

 
(24,436) 

 
(1,839) 

 
          Annual pension costs 

 
409,486 

 
6,879 

 
Contributions made 

 
358,511 

 
12,835 

 
Increase (decrease) in net pension obligation 

 
50,975 

 
(5,956) 

 
Net pension obligation beginning of year 

 
387,914 

 
29,188 

 
Net pension obligation end of year 

 
$438,889 

 
      $23,232 

 
 

The annual required contribution of the County for the fiscal year ended June 30, 2010 was 
determined as part of the December 31, 2008 actuarial valuation using the projected unit 
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credit actuarial cost method.  The actuarial assumptions included (a) 7.25% investment rate 
of return and (b) projected salary increases ranging from 4.5% to 12.3% per year.   The 
inflation component was 3.75%.  The assumptions did not include post-retirement benefit 
increases.  The actuarial value of assets was market value.  The unfunded actuarial accrued 
liability is being amortized as a level percentage of pay on a closed basis.  The remaining 
amortization period at December 31, 2008 was 22 years. 
 

 
Trend Information for County 

 
 

Fiscal Year Ended 

 
Annual Pension 

Cost (APC) 

 
Percentage of APC 

Contributed 

 
 

Net Pension Obligation 
 

6/30/08 
 

$310,748 
 

106% 
 

$333,177 
 

6/30/09 

 

$361,609 

 

85% 

 

$387,914 
 

6/30/10 
 

$409,486 
 

88% 
 

$438,889 

 
  

As of December 31, 2009, the most recent actuarial valuation date, the County’s plan was 
10.01 percent funded.  The actuarial accrued liability for benefits was $4,567,208, and the 
actuarial value of assets was $457,304, resulting in an unfunded actuarial accrued liability 
(UAAL) of $4,109,904.  The covered payroll (annual payroll of active employees covered by 
the plan) was $14,627,764, and the ratio of the UAAL to the covered payroll was 28.10 
percent. 
 
The schedule of funding progress, presented as required supplementary information 
following the notes to the financial statements, presents multiyear trend information about 
whether the actuarial value of plan assets are increasing or decreasing over time relative to 
the actuarial accrued liability for benefits. 
 
The annual required contribution of the Authority for the fiscal year ended June 30, 2010 
was determined as part of the December 31, 2008 actuarial valuation using the projected 
unit credit actuarial cost method.  The actuarial assumptions included (a) 7.25% investment 
rate of return and (b) projected salary increases ranging from 4.5% to12.3% per year.  The 
inflation component was 3.75%.   The assumptions did not include postretirement benefit 
increases.  The unfunded actuarial accrued liability is being amortized as a level percentage 
of pay on a closed basis.  The remaining amortization period at December 31, 2008 was 22 
years. 
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Trend Information for Authority 

 
 

Fiscal Year Ended 

 
Annual Pension 

Cost (APC) 

 
Percentage of APC 

Contributed 

 
 

Net Pension Obligation 

 
6/30/08 

 
$7,695 

 
166.80% 

 
$34,455 

 

6/30/09 

 

$7,568 

 

169.59% 

 

$29,188 
 

6/30/10 
 

$6,879 
 

186.58% 
 

$23,232 

 

As of December 31, 2009, the most recent actuarial valuation date, the Authority’s plan was 
not funded.  The actuarial accrued liability for benefits and the unfunded actuarial accrued 
liability (UAAL) was $54,225.  The covered payroll (annual payroll of active employees 
covered by the plan) was $361,651, and the ratio of the UAAL to the covered payroll was 
14.99 percent. 
 
The schedule of funding progress, presented as required supplementary information 
following the notes to the financial statements, presents multiyear trend information about 
whether the actuarial value of plan assets are increasing or decreasing over time relative to 
the actuarial accrued liability for benefits. 
 
Supplemental Retirement Income Plan of North Carolina 
 
Plan Description  The County and the Authority each contribute to the Supplemental 
Retirement Income Plan of North Carolina, a defined contribution pension plan administered 
by the Department of State Treasurer and a Board of Trustees.  The Plan provides 
retirement benefits to law enforcement employees and general employees employed by the 
County and the Authority.  Article 5 of G.S. Chapter 135 assigns the Authority to establish 
and amend benefit provisions to the North Carolina General Assembly.  The Supplemental 
Retirement Income Plan for Law Enforcement Officers in included in the Comprehensive 
Annual Financial Report (CAFR) for the State of North Carolina.  The State’s CAFR includes 
the pension trust fund financial statements for the Internal Revenue Code Section 401(k) 
plan that includes the Supplemental Retirement Income Plan for Law Enforcement Officers.  
That report may be obtained by writing to the Office of the State Controller, 1410 Mail 
Service Center, Raleigh, North Carolina 27699-1410, or by calling (919) 981-5454. 
 
Funding Policy   Article 12E of G.S. Chapter 143 requires the County and the Authority to 
contribute an amount equal to five percent of each law enforcement employee's salary, and 
all amounts contributed are vested immediately.  Also, the law enforcement employees and 
general employees may make voluntary contributions to the plan.  The Authority elected to 
contribute on behalf of employees not engaged in law enforcement at the same rate as for 
law enforcement.  Contributions of the County for the year ended June 30, 2010 were 
$2,615,737, which consisted of $757,795 from the County and $1,857,942 from the law 
enforcement employees and general employees.  Contributions of the Authority for the year 
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ended June 30, 2010 were $295,306 which consisted of $106,295 from the Authority and 
$189,011 from the law enforcement and general employees.  
 

Register of Deeds' Supplemental Pension Fund 
 
Plan Description    The County contributes to the Registers of Deeds' Supplemental Pension 
Fund (Fund), a noncontributory, defined contribution plan administered by the North Carolina 
Department of State Treasurer.  The Fund provides supplemental pension benefits to any 
county register of deeds who is retired under the Local Government Employees' Retirement 
System (LGERS) or an equivalent locally sponsored plan.  Article 3 of G.S. Chapter 161 
assigns the authority to establish and amend benefit provisions to the North Carolina 
General Assembly.  The Registers of Deeds’ Supplemental Pension Fund is included in the 
Comprehensive Annual Financial Report (CAFR) for the State of North Carolina.  The 
State’s CAFR includes financial statements and required supplementary information for the 
Registers of Deeds’ Supplemental Pension Fund.  That report may be obtained by writing to 
the Office of the State Controller, 1410 Mail Service Center, Raleigh, North Carolina 27699-
1410, or by calling (919) 981-5454. 
 
Funding Policy    The County remits to the Department of State Treasurer an amount equal 
to one and one-half percent (1.5%) of the monthly receipts collected pursuant to Article 1 of 
G.S. 161.  Immediately following January 1 of each year, the Department of State Treasurer  
divides ninety-three percent (93%) of the amount in the Fund at the end of the preceding 
calendar year into equal shares to be disbursed as monthly benefits.  The remaining seven 
percent (7%) of the Fund's assets may be used by the State Treasurer in administering the 
Fund.  For the fiscal year ended June 30, 2010, the County's required and actual 
contributions were $18,641. 
 

New Hanover Regional Medical Center (NHRMC) Pension Plan 
 
NHRMC Plan Description.    NHRMC sponsors and has fiduciary responsibility for the The 
Pension Plan of New Hanover Regional Medical Center (the NHRMC Plan).  The Plan was 
originally effective June 14, 1967, and amended and restated effective January 1, 2005.  
The Plan was amended and restated twice during 2009.  The first amendment was effective 
January 1, 2009 (the 2009 Amendment); the second amendment was effective March 1, 
2009 (the 2009-1 Amendment).  Prior to the 2009 Amendment, the Plan was a cost-sharing, 
multiple-employer, noncontributory defined benefit plan covering all employees of NHRMC 
(including Foundation and CHA), LCFH, and SEAHEC (see Note 8 – Transactions with 
Health Sciences Foundation, Inc.) who met eligibility requirements.  Subsequent to the 2009 
Amendment, the Plan is a single employer plan, covering all employees of NHRMC 
(including Foundation and CHA) who meet eligibility requirements.  Subsequent to the 2009-
1 Amendment, employees of CHA who were not employees prior to March 1, 2009 are no 
longer eligible for the Plan, except for those who became employees between March 1, 
2009 and April 1, 2009, who were formerly employed by Health Sciences Foundation, Inc.  
(SEAHEC). 
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An employee is eligible to participate in the plan upon completion of 1,000 hours of service 
in a plan year.  Employees may retire with unreduced retirement benefits upon attainment of 
the age of 65 (if participation in the plan was prior to January 1, 1988) or the later of age 65 
or completion of five years of participation (if participation in the plan was on or after January 
1, 1988).  Employees hired prior to January 1, 2001 who retire under the above conditions 
are entitled to annual retirement benefits equal to 1.25% of their average compensation 
times the years of service up to thirty years and .65% of the excess, if any, of the average 
compensation over Social Security covered compensation, times the years of service up to 
thirty years.  Employees hired on or after January 1, 2001, who retire under the above 
conditions are entitled to annual retirement benefits equal to .75% of their average 
compensation times the years of service up to thirty years and .65% of the excess, if any, of 
the average compensation over Social Security covered compensations, times the years of 
service up to thirty years.  The average compensation is the average salary of the employee 
during the five highest paid consecutive calendar years of creditable service during the ten 
calendar years preceding the employee’s retirement date.  Employees may retire with 
reduced retirement benefits after reaching age 55 and completing five years of creditable 
service.  Plan provisions also include death and disability retirement benefits, whereby the 
disabled employee is entitled to receive their normal retirement benefit accrued up to the 
date of disability retirement.  Upon death of an employee before retirement, benefit 
payments will be paid to the surviving spouse, if any.  If there is no surviving spouse, the 
death benefit will be split among surviving children or paid to a designated beneficiary.  Upon 
the death of an employee after retirement, benefit payments will be distributed in 
accordance with the method elected by the employee. 
 
The Plan issues a separate, stand-alone financial report that can be obtained by contacting 
the office of the Executive Vice President/CFO, P.O. Box 9000, Wilmington, North Carolina 
28402.  The Plan was created by act of the Trustees of New Hanover Regional Medical 
Center, who have the authority to amend or terminate the Plan. 

 
Funding Policy.    The contribution requirements of the contributing employers to the NHRMC 
plan are established by the Plan document and determined annually by NHRMC based on 
actuarial recommendations. 
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Annual Pension Cost and Net Pension Asset.   NHRMC’s annual pension cost and net 
pension asset were as follows for the years ended September 30, 2009 and 2008: 
 

 
 

 
2009 

 
2008 

 
   Annual required contribution 

 
$8,428,000 

 
$8,263,000 

 
   Interest on net pension asset 

 
(359,000) 

 
(365,000) 

 
   Adjustment to annual required contribution 

 
423,000 

 
430,000 

 
   Annual pension cost 

 
8,492,000 

 
8,328,000 

 
   Contributions made 

 
8,428,000 

 
8,263,000 

     
   Other 

 
70,000 

 
0 

 
   (Increase) decrease in net pension asset 

 
(6,000) 

 
 65,000  

 
    Net pension asset, beginning of year  

 
(4,490,000) 

 
  (4,555,000) 

 
    Net pension asset, end of year 

 
$(4,496,000) 

 
$(4,490,000) 

 

 
The annual required contribution for the basic plan for the 2009 year was determined as part 
of the January 1, 2008 actuarial valuation.  The actuarial assumptions included (a) 8.0% 
investment rate of return (net of administrative expenses) and (b) projected salary increases 
of 5% per year.  Both (a) and (b) included an inflation component of 3%.  The assumptions did 
not include post retirement benefit increases.  The actuarial value of assets is valued at a 
market-related value that spreads gains and losses over five years.  The actuarial funding 
method is currently the Projected Unit Credit Method, using an amortization period of 20 
years.  The annual contributions for NHRMC for the years ended September 30, 2009 and 
2008 were approximately $8,428,000 and $8,263,000, respectively.  
 
Significant Accounting Policies of the Plan.   The Plan prepares its financial statements on the 
accrual basis of accounting.  Employer contributions are recognized when due and receivable. 
Distributions to participants are recognized when due and payable in accordance with the 
terms of the Plan.  Investments are valued at fair value based on quoted market prices.  The 
Plan’s fiscal year end is December 31. 
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The Three-Year Trend Information is as follows: 
 
Employer Contributions: 
 

 
Trend Information for Medical Center 

 
 
Fiscal Year Ended 

 
Annual Pension 

Cost (APC) 

 
Percentage of APC 

Contributed 

 
 

Net Pension Asset 

 

9/30/2007 

 

$8,284,000 

 

99% 

 

$4,555,000 

 

9/30/2008 

 

$8,328,000 

 

99% 

 

$4,490,000 

 
9/30/2009 

 
$8,492,000 

 
99% 

 
$4,496,000 

 
Funded Status and Funding Progress: 

 
 
Actuarial 
Valuation 
Date 

 
Actuarial 
Value of 
Assets 

(a) 

 
Actuarial 
Accrued 

Liability (AAL) 
(b) 

 
Deficit of 

Assets over 
AAL 
 (a-b) 

 
 

Funded 
Ratio 
(a/b) 

 
Annual 

Covered 
Payroll 

(c) 

 
 
 
 

((a-b)/c) 
 
1/1/2007 

 
$150,774,000 

 
$153,919,000 

 
$(3,145,000) 

 
98% 

 
$192,601,000 

 
-1.63% 

 
1/1/2008 

 
163,463,000 

 
165,667,000 

 
(2,204,000) 

 
99% 

 
202,700,000 

 
-1.09% 

 
1/1/2009 

 
166,373,000 

 
177,016,000 

 
(10,643,000) 

 
94% 

 
201,438,000 

 
-5.28% 

 

 

Pender Memorial Hospital (PMH) Pension Plan 
 
PMH Plan Description.   PMH sponsors a single-employer, non-contributory defined benefit 
pension plan covering substantially all employees.  All employees having completed two years 
of services who are at least 21 years old and work a minimum of 1,000 hours annually are 
eligible to participate in the Plan.  Retirement benefits under the Plan are based upon 
earnings and number of years of service of Plan participants.  Employer benefits vest to 100 
percent after five years of service.  Employees who retire at or after age 65 with five years of 
credited service are entitled to an annual retirement benefit, payable monthly for a maximum 
of 35 years based on service to normal retirement date, in an amount equal to .75% of their 
average compensation as defined by the Plan and .65% of average salary in excess of the 
applicable covered compensation for Social Security purposes for each year of credited 
service.  Employees may retire with reduced retirement benefits after reaching age 60 and 
completing ten years of creditable service.  The Plan also provides a death benefit for 
surviving spouses of vested employees. 
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The Plan issues a separate, stand-alone financial report that can be obtained by contacting 
the office of the Financial Officer, 507 Fremont Street, Burgaw, North Carolina  28425. 
 
Funding Policy.   PMH is required to fund the Plan, as determined by an annual actuarial 
valuation.  Employee contributions were required prior to January 1, 1992, based on 3% of 
their annual salary up to $9,000 and 4.5% of annual salary over $9,000.  No employee 
contributions are required or permitted after 1991. 
 
Annual Pension Cost and Net Pension Obligation.   PMH’s annual pension cost and net 
pension obligation were as follows for the year ended September 30, 2009 and 2008: 
 

 
 

 
2009 

 
2008 

 
   Annual required contribution 

 
$247,000 

 
$213,000 

 
   Interest on net pension obligation 

 
19,000 

 
19,000 

 
   Adjustment to annual required contribution 

 
(22,000) 

 
(22,000) 

 
   Annual pension cost 

 
244,000 

 
210,000 

 
   Contributions made 

 
247,000 

 
213,000 

 
   Decrease in net pension obligation 

 
(3,000) 

 
 (3,000) 

 
   Net pension obligation beginning of year  

 
235,000 

 
   238,000 

 
   Net pension obligation, end of year 

 
$232,000 

 
$235,000 

 
 

 
 The annual required contribution for the basic plan for the 2009 year was determined as 
part of the January 1, 2008 actuarial valuation.  The actuarial assumptions included (a) 8% 
investment rate of return (net of administrative expenses) and (b) projected salary increases 
of 5% per year.  Both (a) and (b) included an inflation component of 3%.  The assumptions 
did not include post retirement benefit increases.  The actuarial value of assets was 
determined using the market value of investments.  The actuarial funding method is 
currently the Projected Unit Credit Method, using an amortization period of 20 years.  The 
annual contribution for PMH for the years ended September 30, 2009 and 2008 were 
approximately $247,000 and $213,000, respectively. 
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The Three-Year Trend Information is as follows: 
 
 

Trend Information for Pender Memorial Hospital 
 

 
 

Fiscal Year Ending 

 
Annual 

Pension Cost  
(APC) 

 
Percentage of  

APC 
Contributed 

 
 
 

Net Pension Obligation 
 

9/30/07 

 

$193,000 

 

102%  

 

$238,000 

 

9/30/08 

 

$210,000 

 

101% 

 

$235,000 
 

9/30/09 
 

$244,000 
 

101% 
 

$232,000 

 
 

 Funded Status and Funding Progress: 

 
 
Actuarial 
Valuation 
Date 

 
Actuarial 
Value of 
Assets 

(a) 

 
Actuarial 
Accrued 

Liability (AAL) 
(b) 

 
Deficit of 

Assets over 
AAL 
 (a-b) 

 
 

Funded 
Ratio 
(a/b) 

 
Annual 

Covered 
Payroll 

(c) 

 
 
 
 

((a-b)/c) 
 
1/1/2007 

 
$2,857,000 

 
$3,399,000 

 
$(542,000) 

 
84% 

 
$4,917,000 

 
-11.02% 

 
1/1/2008 

 
3,140,000 

 
3,659,000 

 
(519,000) 

 
86% 

 
5,632,000 

 
-9.22% 

 
1/1/2009 

 
3,268,000 

 
3,938,000 

 
(670,000) 

 
83% 

 
6,412,000 

 
-10.45% 

 
 
New Hanover Regional Medical Center (NHRMC) Defined Contribution Retirement 

Plans 
 

Plan Description 
 
NHRMC offers a defined contribution plan under IRS code section 403(b) which is available 
to all employees and administered by AIGValic.  Under provisions of the Plan document, 
NHRMC matches employee contributions according to a Plan formula, which is weighted for 
years of service.  Employee contributions vest when made, employer contributions vest after 
three calendar years of service 1,000 hours worked in each year.  Until January 1, 2009, 
LCFH employees were eligible to participate in this plan, and contributions were matched by 
LCFH. 
 
NHRMC employer required and actual matching contributions totaled approximately 
$4,740,000 and $4,843,000, and employee optional contributions totaled approximately 
$8,710,000 and $9,507,000, for the years ended September 30, 2009 and 2008, 
respectively.  Employer matching contribution percentages were 2.3% and 2.35%, and 
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employee contribution percentages were 4.10% and 4.61% of total payroll for the years 
ended September 30, 2009 and 2008, respectively.  LCFH employer and employee 
contributions are relatively insignificant to total plan activity. 
 
As of January 1, 2009, LCFH adopted a defined contribution plan under IRS code section 
403(b) and an elective deferral plan.  The plans cover qualified employees of LCFH, which is 
generally all employees.  LCFH can match contributions to the 403(b) plan, but is not 
required to do so.  Employer contributions vest after two complete years of service.  
Employer contributions to these plans for the year ended September 30, 2009 were 
$138,000. 
 
PMH offers one defined contribution plans under IRS code section 403(b), which is available 
to all employees and is administered by Valic.  There is no match made by PMH; all 
contributions are made by employees only.  Employee contributions vest when made. 
 

Funding Policy 
 
The Medical Center and LCFH match employee contributions according to a Plan formula 
which is weighted for years of service.  Employee contributions vest when made and 
employer contributions vest after three calendar years of services with 1,000 hours worked 
in each year.  Employer required and actual matching contributions totaled approximately 
$4,843,000 (2.35% of total payroll), and employee optional contributions totaled 
approximately $9,507,000 (4.61% of total payroll), for the year ended September 30, 2008. 
 
PMH also offers two defined contribution plans under IRS code section 403(b), which are 
available to all employees and administered by BB&T and Valic.  There is no match made by 
PMH; all contributions are made by employees only.  Employee contributions vest when 
made. 
 

New Hanover County ABC Board Pension Plan Obligations 
 
Plan Description:  The ABC Board contributes to the statewide Local Governmental 
Employee’s Retirement System (LGERS), as cost-sharing multiple-employer define benefit 
pension plan administered by the State of North Carolina.  LGERS provides retirement and 
disability benefits to plan members and beneficiaries.  Article 3 of G.S. Chapter 128 assigns 
the authority to establish and amend benefit provisions to the North Carolina General 
Assembly. The Local Government Employee’s Retirement System is included in the 
Comprehensive Annual Financial Report (CAFR) for the State of North Carolina.  The 
State’s CAFR includes financial statements and required supplementary information for 
LGERS.  That report may be obtained by writing to the Office of the State Controller, 1410 
Mail Service Center, Raleigh, North Carolina 27699-1410 or by calling (919) 981-5454. 

 
Funding Policy:   Plan members are required to contribute six percent of their annual 
covered salary.  The Board is required to contribute at an actuarially determined rate.  For 
the years ended June 30, 2010 and 2009, the Board’s current rate for employees not 
engaged in law enforcement is 6.35 and 4.8%, respectively, of annual covered payroll.  The 



               NEW HANOVER COUNTY, NORTH CAROLINA              Exhibit 13 

             (Cont.) 

 NOTES TO THE BASIC FINANCIAL STATEMENTS 

 June 30, 2010 
                    

81 
 

contribution requirements of members of the ABC Board are established and may be 
amended by the North Carolina General Assembly.  The Board’s contribution to LGERS for 
the years ended June 30, 2010 and 2009 were $97,734 and $90,822, respectively.  The 
contributions made by the Board equaled the required contribution for each year. 
 
The Board adopted a 401(k) retirement plan effective April 1998.  The plan covers all 
employees who are also eligible to participate in the Local Government Employee’s 
Retirement System.  The Board’s contribution is based on matching 100% of employee’s 
contributions ranging from 2% to 5% of salary deferral elected by each eligible employee.  
The Board’s contribution for the years ended June 30, 2010 and 2009 were $60,074 and 
$61,016, respectively. 

 

New Hanover County Tourism Development Authority Employee Pension Plan  
 
The TDA maintains a simplified employee pension plan, a non-contributory defined 
contribution plan.  An employee must have been employed by the TDA for at least three of 
the last five years to qualify for the plan and be at least 21 years of age.   
 
During the years ended June 30, 2010 and 2009, the TDA’s contributions to the plan totaled 
$46,250, and $47,493, representing 10% of eligible employees’ salaries. 
 

Deferred Compensation Plan 
 
The County and the Authority offers its employees deferred compensation plans created in 
accordance with Internal Revenue Code Section 457.  The plans, available to employees, 
permit them to defer a portion of their salary until future years.  The deferred compensation 
is not available to employees until termination, retirement, death, or unforeseeable 
emergency.  All assets of the plans are held in trust for the exclusive benefit of the 
participants and their beneficiaries. 
 
The Medical Center (NHRMC) offers all employees a retirement plan created in accordance 
with the Internal Revenue Code, Section 457(b).  NHRMC is not required to match employee 
contributions or make employer contributions to the plan.  In accordance with the provisions 
of GASB Statement 32, plan balances and activities are not reflected in NHRMC’s financial 
statements.  In addition, NHRMC offers two supplemental retirement plans under IRC 
Section 457(f) to certain eligible employees. NHRMC has recorded a liability of 
approximately $867,000 and $487,000 as of September 30, 2009 and 2008, respectively, in 
accordance with the provisions of these plans. 
 
The Medical Center has assumed assets and liabilities of the former Cape Fear Memorial 
Hospital, Inc. deferred compensation plan.  The assets are valued at fair value as of the 
balance sheet date.  There are no additional deferrals being made to the plan and no active 
employees participating. 
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Other Post-Employment Benefits 
 
The County, the Authority, and the ABC Board  provide other post-employment benefits 
and implemented Governmental Accounting Standards Board Statement Number 45 
during the year ended June 30, 2009.  Previously, the costs were recognized only on a 
pay as you go basis. 
 
Plan Description:  The County provides post-employment healthcare benefits to retirees of 
the County, provided they have at least five consecutive years of service with the County 
immediately prior to retirement.  Employees may maintain the type of coverage in effect at 
the time of retirement; however, the retiring employee must make an election to continue or 
terminate coverage at the time of retirement and may not elect coverage at a future date.  
A separate report was not issued for the plan.  The plan is a single employer defined benefit 
plan.  
 
Membership in the plan consisted of the following at December 31, 2008, the date of the 
latest actuarial valuation: 
 

 Employees 

Retirees and dependents receiving benefits   229 

Terminated plan members entitled to but not yet receiving benefits   0 

Active plan members 1,518 

    Total 1,747 

                     
Funding Policy.  The County pays a portion of the cost of coverage based on the following 
scale: 
 

Years of Service in Retirement System Percent of Cost Paid by Retiree 

At least 5 but less than 15 100% 

At least 15 but less than 20 75% 

At least 20 but less than 25 50% 

At least 25 but less than 30 25% 

30 or more Prevailing payroll rate for individual 
coverage  

 
The County has chosen to continue to fund the healthcare benefits on a pay as you go 
basis. 
 
The current ARC rate is 9.86% of annual covered payroll.  For the current year, the County 
contributed $933,047 or 1.33% of annual covered payroll.  In 2009, $614,846 was 
contributed. 
 
Summary of Significant Accounting Policies.  Postemployment expenditures are made from 
the general fund, which is maintained on the modified accrual basis of accounting. No funds 
are set aside to pay benefits and administration costs.  These expenditures are paid as they 
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come due. 
 
Annual OPEB Cost and Net OPEB Obligation.  The County’s annual OPEB cost (expense) 
is calculated based on the annual required contribution of the employer (ARC), an amount 
actuarially determined in accordance with the parameters of GASB Statement 45.  The ARC 
represents a level of funding that, if paid on an ongoing basis is projected to cover normal 
cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a 
period not to exceed thirty years.  The following table shows the components of the County’s 
annual OPEB cost for the year, the amount actually contributed to the plan, and changes in 
the County’s net OPEB obligation for the healthcare benefits: 
 

Annual required contribution  $6,911,756 

Annual OPEB cost (expense)    6,911,756 

Contributions made       (933,047) 

Increase (decrease) in net OPEB obligation   5,978,709 

Net OPEB obligation, beginning of year   6,691,551 

Net OPEB obligation, end of year $12,670,260   

               
The County’s annual OPEB cost, the percentage of annual OPEB cost contributed to the 
plan, and the net OPEB obligation for 2008, 2009, and 2010 were as follows: 
 

For Year Ended 

       June 30, 

      Annual 

OPEB Cost 

Percentage of Annual 

OPEB Cost Contributed 

Net OPEB 

Obligation 

       2008 $3,927,297 31.8% $2,678,151 

       2009 $4,628,246 13.3% $6,691,551 

       2010 $6,911,756 13.5% $12,670,260 

 
Funded Status and Funding Progress.  As of December 31, 2008, the most recent actuarial 
valuation date, the plan was not funded.  The actuarial accrued liability for benefits and, 
thus, the unfunded actuarial accrued liability (UAAL) was $78,484,700.  The covered payroll 
(annual payroll of active employees covered by the plan) was $70,084,683, and the ratio of 
the UAAL to the covered payroll was 112.0 percent.  Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts and assumptions about the probability of 
occurrence of events far into the future.  Examples include assumptions about future 
employment, mortality, and healthcare trends.  Amounts determined regarding the funded 
status of the plan and the annual required contributions of the employer are subject to 
continual revision as actual results are compared with past expectations and new estimates 
are made about the future.  The schedule of funding progress, presented as required 
supplementary information following the notes to the financial statements, presents multiyear 
trend information about whether the actuarial value of plan assets is increasing or 
decreasing over time relative to the actuarial accrued liabilities for benefits. 
 
Actuarial Methods and Assumptions.  Projections of benefits for financial reporting purposes 
are based on the substantive plan (the plan as understood by the employer and the plan 
members) and include the types of benefits provided at the time of each valuation and the 
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historical pattern of sharing of benefit costs between the employer and plan members at that 
point.  The actuarial methods and assumptions used include techniques that are designed to 
reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial 
value assets, consistent with the long-term perspective of the calculations. 
 
In the December 31, 2008 actuarial valuation, the projected unit credit actuarial cost method 
was used.  The actuarial assumptions included a 4.00 percent investment rate of return (net  
of administrative expenses), which is the expected long-term investment returns on the 
employer’s own investments calculated based on the funded level of the plan at the 
valuation date, and an annual medical cost trend increase of 10.50 to 5.00 percent  
annually.  Both rates included a 3.75 percent inflation assumption.  The actuarial value of 
assets, if any, was determined using techniques that spread the effects of short-term 
volatility in the market value of investments over a 5 year period.  The UAAL is being 
amortized as a level percentage of projected payroll on an open basis.  The remaining 
amortization period at December 31, 2008, was 30 years.   
 

Plan Description.  Under the terms of an Authority resolution, the Authority also administers 
a single-employer defined healthcare benefits plan.  The plan provides healthcare benefits 
to retirees of the Authority who have not yet reached their sixty-fifth birthday and who 
participate in the North Carolina Local Governmental Employees’ Retirement System 
(System).  If the retiree’s age and service equal 70 years with ten years of creditable service, 
the Authority will pay 100% of the premium not to exceed $300 per month, and with 5 years 
of creditable service, the Authority pay 50% of the premium not to exceed $150 per month.  
The Authority may amend the benefit provisions.  A separate report was not issued for the 
plan. 
 
Membership of the healthcare benefits plan consisted of the following at June 30, 2007, the 
date of the latest actuarial valuation: 
 

Retirees receiving benefits 4 

Active plan members 38 

    Total 42 

 
Funding Policy.  By Authority resolution, the Authority pays the aforementioned health 
insurance benefits to qualified retirees.  Postemployment expenses are recorded in these 
statements on the accrual basis.  No funds are set aside to pay benefits and administration 
costs.  These expenses are paid as they come due.  For three eligible retirees in 2010, the 
Authority’s total contributions were $9,000 ($11,000 in 2009). 
 
Annual OPEB Cost and Net OPEB Obligation.  The Authority’s OPEB cost (expense) is 
calculated based on the annual required contribution of the employer (ARC).  The Authority 
has elected to calculate the ARC and related information using the alternative measurement 
method permitted by GASB Statement 45 for employers in plans with fewer than one 
hundred total plan members.  The ARC represents a level of funding that, if paid on an 
ongoing basis, is projected to cover normal cost each year and amortize any unfunded 
liabilities over a period not to exceed thirty years. 
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The following table shows the components of the Authority’s annual OPEB cost for the 
current year, the amount actually contributed to the plan, and changes in the Authority’s net 
OPEB obligation for the postemployment health insurance benefits: 
 

Annual required contribution $18,261 

Interest on net OPEB obligation       509 

Adjustment to annual required contribution        (281) 

Annual OPEB cost (expense)  18,489 

Contributions made   (9,000) 

Increase in pension obligation    9,489 

Net OPEB obligation at July 1, 2007     12,721 

Net OPEB obligation at June 30, 2008 $22,210 

 
The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed to the 
plan, and the net OPEB obligation for 2008, 2009, and 2010 were as follows: 
   

Fiscal 

Year Ended 

Annual OPEB 

Cost 

Percentage of Annual 

OPEB Contributed 

Net OPEB 

Obligation 

6-30-2008 $18,261 69.00%   $5,661 

6-30-2009 $18,160 61.12% $12,721 

6-30-2010 $18,489 48.68% $22,210 

 
The net OPEB obligation of $22,210 at June 30, 2010 is included in accrued expenses on 
the statement of net assets. 
 
Funded Status and Funding Progress.  As of June 30, 2007, the actuarial liability for benefits 
was $227,578, all of which was unfunded.  The covered payroll (annual payroll of active 
employees covered by the plan) was $1,830,709, and the ratio of the unfunded actuarial 
accrued liability to the covered payroll was 12.43 percent. 
 
The projection of future benefit payments for an ongoing plan involves estimates of the value 
of reported amounts and assumptions about the probability of occurrence of events far into 
the future.  Examples include assumptions about future employment, mortality, and 
healthcare trends.  Amounts determined regarding the funded status of the plan and the 
annual required contributions of the employer are subject to continual revision as actual 
results are compared with past expectations and new estimates are made about the future.  
The schedule of funding progress, presented as required supplementary information 
following the notes to the financial statements, presents information about the actuarial 
value of plan assets and the actuarial accrued liabilities for benefits. 
 
Actuarial Methods and Assumptions.  Projections of benefits for financial reporting purposes 
are based on the substantive plan (the plan as understood by the employer and the plan 
members) and include the types of benefits provided at the time of each valuation.  The 
actuarial methods and assumptions used include techniques that are designed to reduce the 
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effects of short-term volatility in actuarial accrued liabilities and the actuarial value assets, 
consistent with the long-term perspective of the calculations. 
 
The following simplifying assumptions were made: 
 
Retirement age for active employees - Based on the historical retirement age for the covered  
group, active plan members were assumed to retire at age 62, or at the first subsequent 
year in which the member would qualify for benefits. 
 
Turnover -  Non-group-specific age-based turnover data from GASB Statement 45 were 
used as the basis for assigning active members a probability of remaining employed until the 
assumed retirement age and for development of an expected future working lifetime 
assumption for purposes of allocating to periods the present value of total benefits to be 
paid. 
 
Health insurance premiums -  2007 monthly healthcare benefits of $300 and $150, 
respectively, as described in the plan description, were used as the basis for calculation of 
the present value of total benefits to be paid. 
 
As the plan benefits are for the employee and all qualifying employees are anticipated to 
participate in the plan, assumptions for Marital status and Mortality were not included in the 
basis for calculations.  The assumptions for Inflation rate and Payroll growth rate were also 
not included in the basis for calculations, as the plan pays a defined benefit. 
 
Based on the historical and expected returns of the Authority’s short-term investment 
portfolio, a discount rate of 4.0 percent was used.  In addition, a simplified version of the 
entry age actuarial cost method was used.  The unfunded actuarial accrued liability is being 
amortized as a level dollar amount.  The remaining amortization period at June 30, 2007, 
was thirty years. 
 
Plan Description:  The ABC Board has adopted, by resolution, a single employer, defined 
benefit health insurance plan, whereas upon retirement of each employee who has been 
continuously employed by said ABC Board for thirty or more years of service, or each 
employee who has been continuously employed by said ABC Board for twenty-five years of 
service and reached age sixty, the ABC Board shall pay and provide medical insurance 
coverage at no cost to said employee until such time as said employee is eligible for 
Medicare Benefits.  Thereafter, the ABC Board shall pay and provide to each qualifying 
employee, supplemental insurance to Medicare Benefits they are eligible to receive.  A 
separate report was not issued for the plan.   
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Membership of the health insurance benefit plan consisted of the following at June 30, 2009, 
the date of the last actuarial valuation: 
 

Active Members:  

    General Employees 37 

Retired Members:  

     Age 65+ 2 

     Under Age 65 2 

 
Funding Policy:  The New Hanover County Alcoholic Beverage Control Board is required to 
contribute 100% of the premiums required to provide post employment health benefits for 
eligible employees under an ABC Board resolution that can be amended by the ABC Board. 
 The ABC Board has chosen to fund the health benefits on a pay-as-you-go basis.  During 
the fiscal years ended June 30, 2010 and 2009, the Board’s contribution were $19,167 and 
$0, respectively. 
 
Annual OPEB Cost and Net OPEB Obligation:  The ABC Board’s annual OPEB cost 
(expense) is calculated based on the annual contribution of the employer (ARC) calculated 
using the alternative measurement method for groups with less than 100 members.  The 
ARC represents a level of funding that, if paid on an ongoing basis is projected to cover 
normal cost each year and amortize any unfunded actuarial liabilities (or funding excess) 
over a period not to exceed thirty years.  The following table shows the components of the 
ABC Board’s annual OPEB cost for the years, the amount actually contributed to the plan, 
and changes in the ABC Board’s net OPEB obligation for the healthcare benefits: 
 

 
 

 
2010 

 
2009 

 
   Annual required contribution 

 
$104,936 

 
$51,914 

 
   Interest on OPEB obligation 

 
- 

 
4,036 

 
   Adjustment to annual required contribution 

 
- 

 
48,986 

 
   Annual OPEB cost 

 
104,936 

 
104,936 

 
   Adjustment for prior year OPEB shortage 

 
- 

 
50,638 

 
   Total adjusted current year OPEB 

 
104,936 

 
155,574 

 
   Contributions made 

 
19,167 

 
- 

    
   Increase in net OPEB 

 
85,769 

 
155,574 

 
   Net OPEB obligation, beginning of year  

 
209,872 

 
54,298 

 
   Net OPEB obligation, end of year 

 
$295,641 

 
$209,872 
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The ABC Board’s annual OPEB cost, the percentage of annual OPEB cost contributed to 
the plan, and the OPEB obligation for 2010 and 2009 were as follows: 

 

 

 

Fiscal 

Year Ended June 30 

 

 

Annual  

OPEB Cost 

Percentage of  

Annual 

OPEB Cost 

Contributed 

 

 

Net OPEB 

Obligation 

2010 $104,936 18.27% $295,641 

2009 $155,574  0.00% $209,872 

 
Funded Status and Funding Progress:  As of June 30, 2009, the most recent actuarial 
valuation date, the plan was not funded.  The actuarial accrued liability for benefits and, thus 
the unfunded actuarial accrued liability (UAAL) was $880,945.  The covered payroll was 
$1,980,624 and the ratio of the UAAL to the covered payroll was 44.48%.  The projection of 
future benefit payments for an ongoing plan involves estimates of the value of reported 
amounts and assumptions about the probability of occurrence of events far into the future.  
Examples include assumptions about future employment, mortality, and healthcare trends.  
Amounts determined regarding the funded status of the plan and the annual required 
contributions of the employer are subject to continual revision as actual results are 
compared with past expectations and new estimates are made about the future. 
 
The schedule of funding progress, presented as required supplementary information 
following the notes to the financial statements, presents multi-year trend information about 
whether the actuarial value of plan assets is increasing or decreasing over time relative to 
the actuarial accrued liabilities for benefits. 
 
Actuarial Methods and Assumptions:  Projections of benefits for financial reporting purposes 
are based on the substantive plan (the plan as understood by the employer and the plan 
members) and include the types of benefits provided at the time of each valuation and the 
historical pattern of sharing the benefit costs between the employer and plan members at 
that point.  The actuarial methods and assumptions used include techniques that are 
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the 
actuarial value assets, consistent with the long-term perspective of the calculations. 
 
In the June 30, 2009 actuarial valuation the projected unit credit actuarial cost method was 
used.  The actuarial assumptions included a four percent (4%) rate of return (net of 
administrative expenses), which is the expected long-term investment returns on the 
employer’s own investments calculated based on the funded level of the plan at the 
valuation date, and an initial annual medical cost trend increase of ten percent annually, 
decreasing  to 5% with increasing duration.  Both rates included a zero percent (0%) inflation 
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assumption.  The actuarial value of assets, if any, was determined using techniques that 
spread the effects of short-term volatility in the market value of investments over a five year 
period.  The UAAL is being amortized as a level percentage of projected payroll on an open 
basis.  The remaining amortization period at June 30, 2010 was 29 years. 

 

Other Employment Benefits 
 
The County and the Authority have elected to provide death benefits to employees through 
the Death Trust Plan for members of the Local Governmental Employees' Retirement 
System (Death Trust Plan), a multiple-employer State administered cost-sharing plan funded 
on a one year term cost basis.  Death benefits are provided to employees 1) who die in 
active service after one year of contributing membership in the System, or 2) who die within 
180 days after retirement or termination of service and have at least one year of contributing 
membership service in the System at the time of death.  Lump sum death benefit payments 
to beneficiaries are equal to the employee's 12 highest consecutive months salary during the 
24 months prior to their death, but the benefit will be a minimum of $25,000 and will not 
exceed $50,000.  All death benefit payments are made from the Death Trust Plan.  The 
County, and the Authority have no liability beyond the payment of monthly contributions.  
 
Contributions are determined as a percentage of monthly payroll, based upon rates 
established annually by the State.  Separate rates are set for employees not engaged in law 
enforcement and for law enforcement officers.  Because the benefit payments are made by 
the Death Trust Plan and not by the County, the does not determine the number of eligible 
participants.  For the fiscal year ended June 30, 2010, the County made contributions to the 
State for death benefits of $66,633. The County's required contributions for employees not 
engaged in law enforcement and for law enforcement officers represented .09% and .14 % 
of covered payroll, respectively.  The contributions to the Death Trust Plan cannot be 
separated between the post-employment benefit amount and the other benefit amount. 

 
Long-Term Debt of the County 
 
General Obligation Refunding Bonds: On August 12, 2009, the County issued 
$48,970,000 of general obligation refunding bonds of which $46,155,916 was used to 
provide resources to purchase U.S. Government securities that was placed in an 
irrevocable trust for the purpose of general resources for all future debt service payments 
of $41,900,000 of general obligation bonds.  As a result, the refunded bonds are 
considered to be defeased and the liability has been removed from the governmental 
activities column of the statement of net assets.  The remaining portion of the general 
obligation refunding bonds was used to current refund $9,000,000 of variable rate 
general obligation bonds.  The net carrying amount of the old debt exceeded the 
reacquisition price by $6,607,713.  This amount is being amortized over the life of the 
new debt, which is shorter than the life of the refunded debt.  This refunding was 
undertaken to reduce total debt service payments over the next 13 years by $3,290,320 
and resulted in an economic gain of $2,281,033. 
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Limited Obligation Refunding Bonds: On June 2, 2010, the County issued $49,835,000 
of limited obligation refunding bonds of which $30,903,836 was used to provide 
resources to purchase U.S. Government securities that was placed in an irrevocable trust 
for the purpose of general resources for all future debt service payments of $29,235,000 
of certificates of participation.  As a result, the refunded bonds are considered to be 
defeased and the liability has been removed from the governmental activities column of 
the statement of net assets.  The remaining portion of the limited obligation bonds was 
used to current refund $22,381,300 of certain installment purchase contracts.  The net 
carrying amount of the old debt exceeded the reacquisition price by $4,304,472.  This 
amount is being amortized over the life of the new debt, which is equal to the life of the 
refunded debt.  This refunding was undertaken to reduce total debt service payments 
over the next 17 years by $2,921,427 and resulted in an economic gain of $2,327,724. 
 
Changes in long-term debt of the County during the year ended June 30, 2010: 
 

 
 
 
 
 

Governmental 
Activities 

 
 
 
 

  Balance   
July 1, 2009 

(1) 

 
 
 
 
 

Additions/ 
Transfers  

 
 
 
 
 
 

Retirements 

 
Net 

Unamortized 
(Charge), 
Premium  

and 
(Discount) 

 
 
 
 
 

Balance 
June 30, 2010 

 
 
 
 
 

Due Within 
One Year 

 
General obliga-
tion bonds 

 
 

$270,815,000 

 
 

$131,999,997 

 
 

$68,745,000 

 
 

 $11,904,988 

 
 

$345,974,985 

 
 

$19,030,000 
 
 
Installment debt 

 
 

123,888,536 

 
 

47,920,418 

 
 

59,494,268 

 
 

4,224,854 

 
 

116,539,540 

 
 

10,756,336 
 
Compensated 
absences 

 
 

5,394,167 

 
 

2,215,128 

 
 

2,292,838 

 
 

0 

 
 

5,316,457 

 
 

2,580,360 
 
Net pension 
obligations 

 
 

387,914 

 
 

409,486 

 
 

358,511 

 
 

0 

 
 

438,889 

 
 

0 

Net OPEB 
obligations 

 

6,691,551 

 

6,911,756 

 

933,047 

 

0 

 

12,670,260 

 
 

0 
 
Claims and 
judgments 

 
 

175,000 

 
 

165,000 

 
 

211,895 

 
 

   0 

 
 

128,105 

 
 

   0 
 
     Total  
Governmental 
   Activities 

 

 

$407,352,168 

 
 
 

$189,621,785 

 

 

$132,035,559 

 

 

$16,129,842 

 

 

$481,068,236 

 
 

$32,366,696 

 
(1)  Balance at July 1, 2009 is not net of unamortized charges, premiums and discounts of $1,315,082. 

 
For the governmental activities,  net pension obligations  and  claims  and  judgments  are  
generally liquidated by the General Fund.  Compensated absences are general  liquidated  
by the General Fund and special Fire District Special Revenue Fund. 
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Business-Type 

Activities 

 

 

 

Balance  

July 1, 2009 

(1) 

 

 

 

 

 

Additions 

 

 

 

 

Retirements/ 

Transfers  

 

Unamortized 

(Charge) 

and 

Premium 

(Discount) 

 

 

 

Balance  

June 30, 

2010 

 

 

 

Due 

Within 

One Year 

General obligation 
bonds 

 
$355,000 

 
$0 

 
$180,000 

 
$0 

 
$175,000 

 
$175,000 

 
Installment debt  

 
1,804,934 

 
665,775 

 
1,074,809 

 
38,293 

 
1,434,193 

 
280,978 

Accrued landfill 
closure and 
postclosure care 
costs 

 
 
 

8,128,494 

 
 
 

0 

 
 
 

0 

 
 
 

0 

 
 
 

8,128,494 

 
 
 

0 

Compensated 
absences 

 
251,394 

 
66,455 

 
73,219 

 
0 

 
244,630 

 
82,401 

    Total 

Business-Type  

Activities 

 

 

$10,539,822 

 

 

$732,230 

 

 

$1,328,028 

 

 

$38,293 

 

 

$9,982,317 

 

 

$538,379 

 

(1)   Balance at July 1, 2009 is not net of unamortized charges, premiums and discounts of $(23,829). 
 

General obligation bonds of the County are direct obligations and pledge the full faith and 
credit of the County. General obligation bonds of the Water and Sewer District are direct 
obligations and pledge the full faith and credit of the District.  General obligation bonds 
consist of the following individual issues outstanding as of June 30, 2010: 
 

Serviced by the General Fund and Public Schools Special Revenue Fund: 
 

$69,000,000  general obligation public improvement bonds, series 
2000, issued February 1, 2000, due in remaining annual install- 
ments of $3,000,000 through November 1, 2010; interest at rate of  
5.5% due semiannually through November 1, 2010.  Serviced by  
General Fund and Public Schools Fund.      $3,000,000  
 

$42,000,000  general obligation school bonds, series 2001, issued 
June 1, 2001, due in remaining annual installments of $2,000,000  
through June 1, 2016;  interest at rate of 4. 5% due semiannually  
through June 1, 2011.  Serviced by Public Schools Fund.   
$24,000,000 refunded 8/12/09.         2,000,000 
 
$28,300,000  public improvement bonds, series 2002 issued June 1, 
2002, due in remaining annual installments of $1,300,000 through  
June 1, 2012; interest at rates ranging from 4.25 % to 4.5% due  
semiannually through June 1, 2012; $2,600,000 principal plus  
unamortized bond premium of $544.  Serviced by General and  
Public Schools Fund.          2,600,544 
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$13,745,000 of $27,045,000  refunding general obligation bonds,  
Series 2003 issued June 1, 2003, bonds due in remaining annual  
installments ranging from $2,145,000 to $2,160,000 through  
March 1, 2012; interest at 5.0% due semiannually through  
March 1, 2012; $4,305,000 principal plus unamortized  
premium of $164,362, less unamortized charge of $106,329.   
Serviced by General and Public Schools Fund.      4,363,033 
 
$47,425,000  refunding general obligation bonds, series 2004, issued 
March 1, 2004, due in remaining annual installments of $840,000 
to $7,570,000 through November 1, 2019; interest at 5% due semi- 
annually through November 1, 2019;  $43,640,000 principal plus  
unamortized premium of $2,106,259, less unamortized charge of  
$3,248,302.  Serviced by General Fund and Public Schools Fund.  42,497,957 
 
$18,265,000  refunding general obligation bonds, series 2005 issued 
September 1, 2005 due in remaining annual installments ranging  
from $1,595,000 to $2,410,000 through February 1, 2018 interest at  
rates ranging from 3.50 % to 5.25% due semiannually through  
February 1, 2018; $14,610,000 principal plus unamortized premium  
of $435,227, less unamortized charge of $443,205.  Serviced by  
General Fund and Public Schools Fund.       14,602,022 
 
$30,000,000  general obligation school bonds, series 2006 issued 
February 1 and 9, 2006 due in remaining semiannual installments  
of $1,500,000 through February 1, 2026; interest on $15,000,000  
(variable) is at variable rates based on a weekly rate – determined  
by a remarketing agent and interest of $15,000,000 (fixed) is at rates  
ranging from 3.75% to 4.25% due semiannually through February 1,  
2026.  $24,000,000 principal plus unamortized premium of $56,568,  
less unamortized charge of $26,164.  Serviced by General Fund  
and Public Schools Fund.          24,030,404 
 
$50,000,000 general obligation school bonds, series 2007, issued 
October 30, 2007, due in remaining annual installments of  
$2,500,000 to $3,500,000, beginning February 1, 2009 through  
February 1, 2026; interest rates ranging from 4.00% to 5.00% due  
semiannually through February 1, 2026.  Serviced by Public  
Schools Fund.  $45,000,000 principal  plus unamortized bond  
premium of $173,968.          45,173,968 
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$18,000,000 general obligation parks and recreation bonds, school 
bonds, series 2008, issued June 17, 2008, due in remaining annual 
installments of $750,000 to $1,100,000 beginning June 1, 2010  
through June 1, 2029; interest rates ranging from 3.5% to 4.5% 
due semiannually through June 1, 2029.  $17,250,000 principal  
plus unamortized bond premium of $4,179.  Serviced by General 
Fund.             17,254,179 
 
$43,000,000 general obligation school bonds, series 2009, issued 
June 9, 2009, due in remaining annual installments of $1,500,000  
to $4,000,000 beginning June 1, 2011 through June 1, 2029; interest  
rates ranging from 3.0% to 5.0% due semiannually.  Serviced by  
Public Schools Fund.  $43,000,000 principal plus unamortized bond  
premium of $1,789,782.          44,789,782  
 
$15,805,000   2003 refunding water and sewer general obligation  
bonds due in remaining annual installments ranging from $1,125,000  
to $1,815,000 through June 1, 2012, interest at rates ranging from  
2.875% to 3.0% due semiannually through June 1, 2012; $2,930,000  
principal plus unamortized premium of $4,282, less unamortized  
charge of $38,747.             2,895,535 
      
$48,970,000  2009 refunding general obligation bonds due in  
remaining annual installments ranging from $1,925,000 to  
$7,695,000 through December 1, 2021, interest rates ranging from  
3.00% to 5.00% due semiannually through December 1, 2012.   
Serviced by General Fund and Public Schools Fund.  $48,704,997                
principal plus unamortized premium of $5,917,941.      54,622,938 
 
$83,030,000  2010A&B general obligation bonds due in remaining  
annual installments ranging from $4,150,000 to $4,155,000 through  
August 1, 2030, interest rates ranging from 2.00% to 5.00% due semi- 
annually through August 1, 2030.  Serviced by the General Fund.  
$83,030,000 principal plus unamortized premium of $5,114,623.    88,144,623 
 

      Total General and Public Schools Special Revenue Funds 

(Governmental Activities)                            345,974,985 
 
 

Serviced by the Environmental Management Fund (Enterprise Fund): 
 
$2,200,000  solid waste disposal bonds, series 1990 A, issued  
December 1, 1990, due in remaining annual installments of $110,000   
through June 1, 2011; interest at 9.0%  due  semiannually through  
June 1, 2011.                110,000 
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$9,350,000 of $27,045,000 2003 refunding general obligation bonds 
due in remaining annual installments of $65,000  through March 1, 2011;  
interest at 5% due semiannually through March 1, 2011.                        65,000 
 
      Total Environmental Management Fund                       175,000 

     Total Enterprise Funds (Business-Type Activities)                     175,000 

              Total General Obligation Bonds  

      (net of unamortized charges and premiums)                      $346,149,985 
 

Installment debt consists of the following at June 30, 2010: 
 

 
$59,390,000 Certificates of Participation, Series 2001 issued October 1, 2001, due 
in annual installments through November 15, 2011; interest at rates ranging from 
3.875% to 4.00%; principal of $6,550,000 plus unamortized premium of $22,862.  
Serviced by General Fund. 

 
 
 
 

$6,572,862 

 
$39,510,000 Certificates of Participation, Series 2003 issued March 15, 2003, due 
in annual installments through February 23, 2023; interest at rates ranging from 
2.75% to 5%; principal of $25,090,000 plus unamortized premium of $409,931.  
Serviced by General Fund and Fire District Special Revenue Fund. 

 
 
 
 

25,499,931 

 
$33,725,000 Certificates of Participation, Series 2005A&B issued July 19, 2005,  
due in annual installments through September 1, 2018.; interest at rates ranging 
from 3% to 5%; principal of $31,500,000 plus unamortized premium of $1,238,796, 
less unamortized charge of $1,712,914.  Serviced by General Fund and Enterprise 
Funds. 

 
 
 
 

 

31,025,882 

$49,835,000  2010 refunding limited obligation bonds issued June 2, 2010, due in 
annual installments through December 1, 2025; interest rates ranging from 2.00% 
to 5.00%; principal of $47,616,241 plus unamortized premium of $4,304,472.  
Serviced by General Fund, Fire District Special Revenue Fund, and Enterprise 
Fund. 

 

 

 

51,920,713 

 
Other installment debt; interest at rates ranging from 2.60% to 6.0%.  Serviced by 
General Fund, Special Revenue Funds, and Enterprise Funds. 

 
 

2,954,345 

 

     Total Installment Debt - Governmental and Business-Type Activities 

 

$117,973,733 

 

     Total  Installment Debt - Governmental Activities 
 

$116,539,540 

 

     Total Installment Debt - Business-Type Activities 

 

$1,434,193 
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Annual maturity requirements on the County's long-term debt (except compensated 
absences, net pension obligations, claims and judgments and accrued landfill closure and 
postclosure care costs) with related interest as of June 30, 2010, are as follows: 

 

 
 

Year Ending 
June 30 

 
Governmental Activities 

 
Business-Type Activities 

 

 
  Principal 

 
  Interest 

 
  Principal  

 
  Interest 

 
  Total 

 
2011 

 
$29,786,336 

 
$17,662,913 

 
$455,978 

 
$62,651  

 
$47,967,878 

 
2012 

 
32,273,255 

 
18,019,844 

 
250,481 

 
41,341 

 
50,584,921 

 
2013 

 
30,841,330 

 
16,723,793 

 
255,189 

 
33,565 

 
47,853,877 

 
2014 

 
30,612,164 

 
15,482,444 

 
86,902 

 
26,661 

 
46,208,171 

 
2015 

 
30,536,399 

 
14,192,119 

 
87,658 

 
22,837 

 
44,839,013 

 
2016 - 2020 

 
146,508,669 

 
51,362,389 

 
377,552 

 
56,313 

 
198,304,923 

 
2021- 2025 

 
96,016,520 

 
22,699,657 

 
57,141 

 
1,417 

 
118,774,735 

 
2026- 2030 

 
45,660,010 

 
6,058,388 

 
0 

 
0 

 
51,718,398 

 
2031 

 
4,150,000 

 
115,738 

 
0 

 
0 

 
4,265,738 

 
Total 

 
$446,384,683 

 
$162,317,285 

 
$1,570,901 

 
$244,785 

 
$610,517,654 

 
(Less)  
unamortized 
charges 

 
 
 

(5,554,770) 

 
 
 

 0 

 
 
 

(20,891) 

 
 
 

 0 

 
 
 

(5,575,661) 
 
Add 
unamortized 
premiums 

 
 
 

21,684,612 

 
 
 

0 

 
 
 

59,184 

 
 
 

0 

 
 
 

21,743,796 

 
Net 

 
$462,514,525 

 
$162,317,285 

 
$1,609,194 

 
$244,785 

 
$626,685,789 

 
  

Other 

 
The County’s legal debt margin at June 30, 2010 was $2,154,959,200  
 
Debt authorized but unissued at June 30, 2010 is as follows: 
 

 
Cape Fear Community College Bonds 

 
$94,000,000 
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Prior Year Defeasance of Debt 
  
The County defeased certain general obligation bonds and certificates of participation by 
 placing the proceeds of the new debt in an irrevocable trust to provide for all future debt 
 service payments on the old debt.  Accordingly, the trust account assets and the liability 
 for the defeased debt are not included in the County’s financial statements. On June 30, 
 2010, $78,550,000 of bonds and $48,885,000 of certificate of participation are consider- 
 ed defeased. 
 

Long-Term Debt of the Authority 

 
The Authority is financing certain terminal renovations through participation with the  
County’s issuance of Certificates of Participation.   In accordance  with the interlocal 
agreement and the related promissory note the  Authority is indebted in the principal  
amount  of  $1,155 ,000  of which  $385,000 is due  within one year.   The certificates  
bear interest at rates ranging from 3.00% to 3.5%. 
 
In 2008, the Authority also incurred an additional $800,000 that was available from the 
aforementioned interlocal agreement with New Hanover County, with an interest rate of 
2.55%.  Payments are made semi-annually with varying amounts toward principal, plus 
interest.  During 2010, unexpended proceeds from this debt in the amount of $72,441, 
including $2,709 for interest, that had been held in escrow by New Hanover County, were 
applied to long-term debt, resulting in a decrease of indebtedness to the county and a 
restructuring of payments of debt service. 
 
The Authority incurred long-term debt in 2008 of $2,700,000 in order to finance a new 
international terminal building construction project.  Financing was acquired through an 
interlocal agreement with New Hanover County, with an interest rate of 4.1%.  In June of 
2010, as a result of the County’s bond refunding with Limited Obligation Bonds, the in- 
terest rates were changed to 2.0% to 5.0%, and the Authority was allocated a portion 
of the bond issuance premium and debt reduction by the County in the amount of 
$65,857.  The issuance premium is to be amortized over the life of the loan. 
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Long-Term Debt of the Medical Center 

 
Changes in long-term debt of the Medical Center during the year ended September 30,  
2009. 
 
 

 

 
 

Balance 
October 1, 

2008(1) 

 

 

 

Additions 

 

 

 

Retirements 

 
Deferred 

 (Loss) and 
Unamortized 
(Discount) 

  

Balance 

September 30,  

2009 

 
 

Due 
 Within  

One Year 
 
Revenue 
Bonds 

 
 

$304,155,000 

 
 

$40,000,000 

 
 

$5,385,000 

 
 

($7,533,000) 

 
 

$331,237,000 

 
 

$10,645,000 
 
Capital  
Leases  

 
 

509,000 

 
 

 0 

 
 

361,000 

 
 

0  

 
 

148,000 

 
 

82,000 
 
Other 
Obliga-
tions  

 
 

1,207,000 

 
 

2,518,000 

 
 

16,000 

 
 

0  

 

3,709,000 

 
 

254,000 

 

Total 

 

$305,871,000 

 

$42,518,000 

 

$5,762,000 

 

($7,533,000) 

 

$335,094,000 

 

$10,981,000 

  
(1) Balance at October 1, 2008 is not net of unamortized discount of $540,000 and  

 deferred loss on refunding of $4,314,000. 

 
LCFH has one operating line of credit for $2,500,000 with a bank.  The balance outstanding 
at September 30, 2009 was $0.  Interest is at the LIBOR rate plus 1.5% 
 
The Medical Center entered into two separate interest rate swaps in connection with the 
Series 2005 Variable Rate Hospital Revenue Refunding Bonds as a means to lower its 
borrowing costs when compared against fixed-rate bonds.  
 
The terms, fair values, and underlying bond issued of the outstanding swaps as of 
September 30, 2009 were as follows (in thousands):   
 

Associated Bond Issues Notional Start Date End Date Fair Value 

Series 2005A-1 $9,950 December 14, 2005 October 1, 2023 $(909.1) 

Series 2005A-2 9,950 December 14, 2005 October 1, 2023 (907.5) 

Series 2005B-1 25,765 December 14, 2005 October 1, 2026 (2589.3) 

Series 2005B-2 25,765 December 14, 2005 October 1, 2026 (2587.2) 

 
As of September 30, 2009, the swaps had negative fair values as noted in the table above 
which are not recorded in the financial statements.  As a result of the negative position, the 
Medical Center is not exposed to credit risk at September 30, 2009.  However, should 
interest rates change and the fair value of the swaps become positive, the Medical Center 
would be exposed to credit risk in the amount of the swaps’ fair value. 
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The Medical Center or the counter parties may terminate the swap if the other party fails to 
perform under the terms of the contract or there is a termination event, as defined in the 
contract. 
 
If the swaps are terminated, the variable rate bonds would no longer carry a synthetic 
interest rate.  Also if at the time of termination the swaps have negative fair values, the 
Medical Center would be liable to the counter parties for their payments equal to the swaps’ 
fair values. 
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Revenue Bonds of the Medical Center 
 
Series 1999, 2005, 2006, 2007 and 2008 Revenue Bonds of the Medical Center 
consist of the following at September 30, 2009: 

 

Series 1999 Revenue Bonds       

Serial revenue bonds with interest rates ranging from 3.1% to 5.25%    

     maturing through 2014 

 

$17,275,000 

Term revenue bonds maturing in 2019, with stated interest rate of 5.0% 18,790,000  

Term revenue bonds maturing in 2028, with stated interest rate of 5.0% 67,270,000  

Series 2005 Refunding Bonds 

Series  2005A Variable Rate Refunding Bonds, demand obligations, with 

mandatory redemptions annually through 2023 

 

19,900,000 

Series 2005 B Variable Rate Refunding Bonds, demand obligations with 

mandatory redemptions annually through 2026 

 

51,535,000 

Series 2006 Revenue Bonds 

Serial revenue bonds with interest rates ranging from 3.0 % to 5.0%    

maturing through 2024 

 

60,000,000 

Term revenue bonds maturing in 2027, with stated interest rate of 5.0% 26,440,000 

Term revenue bonds maturing in 2031, with stated interest rate of 5.125% 33,560,000 

Series 2007 Variable Rate Health Care Facility Revenue Bonds 

Series 2007 Variable Rate Health Care Facility Revenue Bonds, variable 

rate of LIBOR plus 1.9%, repayment of principal is due annually through 

October 2027 

 

 

4,000,000 

Series 2008 Revenue Bonds 

Series 2008A Variable Rate Revenue Bonds, demand obligations, with 

mandatory redemptions annually through 2038 

 

20,000,000 

Series 2008B Variable Rate Revenue Bonds, demand obligations, with 

mandatory redemptions annually through 2038 

 

20,000,000 

     Total long-term debt 338,770,000 

Unamortized discount (318,000)   

Deferred loss on refundings                (7,215,000)   

    Total long-term debt, net of unamortized discount and deferred 

loss 

$331,237,000 

Due within one year $10,545,000 

Due in more than one year $320,692,000 

 
 

The Series 1999, 2005, 2006, and 2008 Revenue Bonds are secured by, and payable 
from the net revenue of the Medical Center, the money and securities held by the 
Trustee pursuant to the bonds, as well as the income from the temporary investment 
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of these trustee-held funds.  Substantially all of the Medical Center revenues are 
security for the revenue bonds. 

 
Under the terms of the Bond indentures, the Medical Center (excluding the Foundation 
component unit) is required to make semiannual debt service payments on unpaid 
fixed rate debt (1999 and 2006 bonds), monthly debt service payments on variable 
rate demand bonds (2005 and 2008 bonds), and is also required to comply with 
certain restrictive covenants, including limitations on incurrence of additional debt, 
limitations on transfer of assets, and maintenance of certain measures of financial 
performance including a minimum long-term debt service ratio, for as long as the 
bonds are outstanding.  The Medical Center was in compliance with all debt 
covenants as of September 30, 2009. 

 
Annual maturity requirements on outstanding revenue bonds of the Medical Center 
with related interest as of September 30, 2009 are as follows (in thousands): 

 

     
Year Ending September 30 

 
Principal 

 
  Interest 

  
 Total  

 
        2010 

 
$6,370 

 
$7,349 

 
$13,719 

 
        2011 

 
6,665 

 
10,935 

 
17,600 

 
        2012 

 
6,930 

 
10,785 

 
17,715 

 
        2013 

 
11,235 

 
10,615 

 
21,850 

 
        2014 

 
11,460 

 
10,194 

 
21,654 

 
2015-2019 

 
65,760 

 
46,461 

 
112,221 

 
2020-2024 

 
81,180 

 
35,669 

 
116,849 

 
2025-2029 

 
103,830 

 
19,607 

 
123,437 

 
2030-2034 

 
34,980 

 
2,917 

 
37,897 

 
2035-2038 

 
10,360 

 
71 

 
10,431 

Total 
 

$338,770 

 

$154,603 

 

$493,373 

 

       Interest paid related to these bonds was approximately $12,900,000 during fiscal year     
      ended September 30, 2009. 
 
      Interest received on trustee held funds during fiscal year ended September 30, 2009       
      amounted to approximately $173,000. 
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Long-Term Debt of the TDA 
 
Changes in long-term liabilities of the TDA for the year ended June 30, 2010 are as follows: 

 
 

 

Balance 
July 1, 2009 

 
 

Additions 

 
 

Retirements 

 
Balance 

June 30, 2010 
 

 
Due Within 
One Year 

 
Accrued vacation 
 

 
$7,849 

 
$2,293 

 
$0 

 
$10,142 

 
$10,142 

 
 
Accrued vacation is included in accounts payable and accrued expenses in the statement of 
net assets. 
 
 

Leases and Other Obligations 
 
The County leases land and the airport facilities to the Authority at $1 per year through 2019 
with an option to renew for an additional thirty years.  As the assets were acquired by the 
County for use in Airport operations, they are reported in the Authority component unit. 
 
On November 19, 2001, the County adopted a resolution of support for the Legion Stadium 
Capital Improvements in which the County agreed to pay the City of Wilmington one half of 
the annual debt service, not to exceed $250,000 annually, for 20 years effective in the fiscal 
year beginning July, 2001.  This resolution modified a prior interlocal agreement effective 
October 15, 1996 in which the County was to pay an amount equal to the City of 
Wilmington’s costs for operation, maintenance and capital improvements determined each 
fiscal year for 20 years.  Future operating payments amount to $3,000,000. 
 
The County leases existing facilities and equipment and all future improvements to the 
Medical Center at an annual rental of $1 per year.  The original lease effective October 1, 
1993 and most recently amended June 4, 2009 extends the lease through October 2038.   
As the assets were acquired by the County for use in Medical Center operations, they are 
reported by the Medical Center component unit. 
  
The Authority subleases certain portions of the facility to several different tenants that expire 
at various times.  Some contain provisions for rent increases based on a formula which 
includes a government inflation index or payment of commissions based on sales.   
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Minimum operating lease payments to be received by the Authority, as of June 30, 2010 for 
each of the next five years are: 
 

 
Fiscal years ending June 30 

 
Operating lease payments 

 
2011 

 
     $562,079 

 
2012 

 
       555,713 

 
2013 

 
       453,273 

 
2014 

 
       405,537 

2015        390,571 
 

Thereafter 
 

  12,912,824 
 

Total minimum payments 
 

$15,279,997 

 
 

The Medical Center leases capital assets under operating leases that have initial or 
remaining non-cancellable terms in excess of one year.   
 
Scheduled payments of the Medical Center’s operating lease obligations are as follows: 
 

 
Fiscal years ending September 30 

 
Operating Lease Obligations 

 
2010 

 
 $ 5,432,000 

 
2011 

 
   4,865,000 

 
2012 

 
   3,688,000 

 
2013 

 
   3,526,000 

2014    3,480,000 
 

Thereafter 
 

   9,100,000 
 

Total minimum payments 
 

$30,091,000 

 

 
Rent expense on operating leases for the Medical Center total approximately $7,030,000 
and $5,976,000 in 2009 and 2008, respectively. 
 
LCFH leases office space under various non-cancelable operating lease agreements, which 
expire over the next two years.  Rent expense related to these agreements totaled 
approximately $153,000 and $273,000 in 2009 and 2008, respectively.   This includes a 17-
month lease of primary office space dated August 11, 2007, with monthly rentals of $12,000. 
This lease expired in fiscal year 2009 and Hospice did not renew the lease. 
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LCFH has one operating line of credit totaling $2,500,000 with a bank.  Interest is at the 
LIBOR rate plus 1.5%.  The balance outstanding at September 30, 2009 and 2008 was 
approximately $0 and $974,000, respectively. 
 
PMH, under an amended and restated lease agreement dated November 15, 2004, leases 
its main facilities and equipment and all future improvements from Pender County for an 
initial period of twenty years with an option (at the Medical Center’s direction) to renew for 
ten additional years.  Pender County and the Medical Center maintain limited rights under 
the lease agreement to terminate the lease if specified provisions cannot be cured within 
180 days, provided that the Medical Center shall be permitted to cure any breach on behalf 
of PMH within established time frames. 
 
PMH leases additional space under a non-cancelable operating lease, which expires in fiscal 
year 2013.  In addition, PMH leases certain medical equipment under operating leases that 
expire between 2012 and 2014. 
 
Scheduled payments on PMH’s operating lease obligations are as follows: 
 

 
Years ending September 30, 

 
 

 
2010 

 
$429,000 

 
2011 

 
  435,000 

 
2012 

 
  405,000 

 
2013 

 
  325,000 

2014      9,000 
 

Total minimum payments 
 

$1,603,000 

 
Rent expense on operating leases for PMH totaled $326,000 and $301,000 in 2009 and 
2008, respectively. 
 
PMH also leases various capital assets under non-cancelable capital leases.  As of 
September 30, 2009 and 2008, the leased assets had been recorded at $730,000 and 
$730,000, respectively, and had accumulated amortization of $730,000 and $658,000, 
respectively.  A summary of capital leases of PMH is as follows at September 30, 2009: 
 

 
 

2009 
 

2008 

Capital lease obligations, at varying interest rates from 3.96% 
to 8.9% collateralized by leased equipment 

 
 

$148,000 

 
 

$  509,000 

Less current portion (82,000) (327,000) 

Capital lease obligations, less current portion $66,000 $182,000 
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Scheduled payments on PMH’s capital lease obligations are as follows: 
 

 
Fiscal years ending September 30, 

 
Capital Lease Obligations 

 
2010 

 
 $88,000 

 
2011 

 
   60,000 

 
2012 

 
     5,000 

 
2013 

 
     4,000 

 
Total minimum payments 

 
 157,000   

 
Less amount representing interest 

 
     (9,000)  

 
Present value of net minimum payments   

 
 $148,000 

 
The TDA leases its facilities from the County.  Rent expense for the facility during the years 
ended June 30, 2010 and 2009 was $33,680and $32,700, respectively. The minimum lease 
commitments on the facility lease are as follows: 
 
 
Fiscal Year Ending June 30, 
 
2011 

 
$33,680 

 

Conduit Debt Obligations 
 
Industrial Facility and Pollution Control Financing Authority has issued industrial revenue 
bonds to provide financial assistance to private businesses for economic development 
purposes.  These bonds are collateralized by the properties financed as well as by letters of 
credit and are payable solely from payments received from the private businesses involved.  
Ownership of the acquired facilities is in the name of the private business served by the 
bond issuance.  Neither the County, the Authority, the State, nor any political subdivision 
thereof is obligated in any manner for the repayment of the bonds.  Accordingly, the bonds 
are not reported as liabilities in the accompanying financial statements.  As of June 30, 
2010, the amount of industrial revenue bonds outstanding was $9,000,000. 
 

Accrual for Closure and Postclosure Care Costs 

 
State and federal laws and regulations require the County to place a final cover on its landfill 
site when it stops accepting waste and to perform certain maintenance and monitoring 
functions at the site for thirty years after closure.  Although closure and postclosure care 
costs will be paid only near or after the date that the landfill stops accepting waste, the 
County reports a portion of these closure and postclosure care costs as an operating 
expense in each period based on estimated landfill capacity used as of each financial 
statement sheet date.  The $8,128,494 reported as landfill closure and postclosure care 
liability at June 30, 2010 represents (1) a cumulative amount of $5,724,902 for final closure 
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and post-closure care based on the full use of the total estimated capacity of the landfill and 
(2) $2,403,592 for the cost of placing a closing cover on each open cell at the landfill, 
recognized as the cell receives waste. These amounts are based on what it would cost to 
perform all closure and postclosure care in 2010. The County expects to close this 
developed portion of the landfill by FY 2019. The undeveloped portion of the landfill is 
expected to serve the County for an additional fifteen years.  Actual costs may be higher due 
to inflation, changes in technology, or changes in regulations. 
 
The County has met the requirements of a local government financial test that is one option 
under the State and federal laws and regulations that helps determine if a unit is financially 
able to meet closure and postclosure care requirements. 
 

Deferred /Unearned Revenues 

 
The balance in deferred and unearned revenues on the fund financial statements and 
unearned revenue on the government-wide financial statements at June 30, 2010 are 
composed of the following elements: 

 

 Governmental Activities 

 
 

 

Deferred Revenue 

 

Unearned Revenue 

 
Prepaid property taxes not 
   yet earned 

 
 

$0 

 
 

$125,606 

 
Federal and state assistance received 
not yet earned 

 
 

0 

 
 

327,685 

 
Net property tax receivable 

 
1,351,513 

 
0 

 
Special assessments receivable 

 
1,198,137 

 
0 

 
Scattered Site/SARF receivables 

 
586,442 

 
0 

 
Other 

 
0 

 
0 

 

      Total 
 

$3,136,092 

 

$453,291 

 
General Fund 

 
$2,130,332 

 
$453,291 

 
Special Revenue Funds 

 
1,005,760 

 
0 

 

      Total 
 

$3,136,092 

 

$453,291 
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Interfund Receivables and Payables  
 
Amounts classified on the balance sheet as "Receivables – interfund loans” and “Interfund 
loans” at June 30, 2010 include the following: 

 

 

Receivable Fund 

 

Payable Fund 

 

Amount 

General Local Law Enforcement Block Grant Fund to fund activities 
prior to reimbursement. 

 
$53,997 

General  CDBG Scattered Site Housing Fund to accumulate 
resources for CDBG projects. 

 
8,280 

General Environmental Management Enterprise Fund to provide 
financing for operating activities. 

 
4,185,901 

 

     Total 
 

$4,248,178 
 

 

Due from/to Primary Government and Component Units:   
 
 

 

Receivable Fund 
 

Payable Fund 

 

 Amount 

 

Primary  Government: 

 

Component Unit: 

 
 

General Fund New Hanover County ABC Board for intergovernmental 
revenues due at June 30, 2010. 

 
$237,463 

 

Component Unit: 

 

Primary Government: 

 

NHC Tourism 
Development Authority 

Room Occupancy Tax Fund for room occupancy tax 
collections held by the County 

 
129,756 

 

    Total 

 

$367,219 
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C.  Other 
 

Interfund Transfers 
 
Interfund transfers presented in the fund financial statements for the year ended June 30, 
2010, can be summarized as follows: 
 
 

 

 
 

Transfers In: 

 

Transfers Out: 

 

General Fund 

 

Public Schools 
Fund 

 

Capital Project 
Funds 

 

Total 

 

General Fund  

 

$0 

 

$80,888,692 

 

0 

 

$80,888,692 

Special Revenue 
Funds  

 
1,044,903 

 
0 

 

0 

 

1,044,903 

Capital Project Funds 130,000 0 0 130,000 

Environmental 
Management Fund 

 
678,051 

 

0 

 
0 

 
678,051 

$123 Million School 
Bond Expenditures 
Capital Project Fund 

 
 

0 

 
 

1,065,000 

 
 

0 

 
 

1,065,000 

Room Occupancy 
Tax Fund 

 
0 

 
0 

 
356,671 

 
356,671 

 

Total 
 

$1,852,954 

 

$81,953,692 

 

$356,671 

 

$84,163,317 

 

 
Interfund transfers are made to accumulate resources for funding of capital projects and to 
supplement other funding sources in the Special Revenue, and Environmental Management 
funds.   
 

NOTE 4:  MAJOR CUSTOMERS 
 
Approximately 75% of Environmental Management revenues can be attributed to its largest 
five (5) customers, one of which is the City of Wilmington. 
 
The Authority’s operating revenues consist of rents, commissions and charges for the use of 
airport property and fees for use of the parking lots.  Exclusive of parking lot fees, 
transactions with two customers accounted for the following revenues and related trade 
accounts receivable balances at June 30, 2010: 
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Customer 

 

Revenues 

 

Percentage 

Accounts 

Receivable 

A $   922,104 24% $70,073 

B      484,247 13%           0 

 $1,406,351    $70,073 

 
Medicare services represented 39% and Medicaid services represented 13% of net patient 
service revenue of the Medical Center for the fiscal year ended September 30, 2009. 
 
LCFH’s revenues are 86% from Medicare and 5% from Medicaid for the fiscal year ended 
September 30, 2009. 
 
PMH’s revenues are 56% from Medicare and 15% from Medicaid for the fiscal year ended 
September 30, 2009. 
 
The TDA received approximately 95% of its revenue from room occupancy tax revenues 
assessed by other governments and collected by the County during the year ended June 30, 
2010.  Receivables consist totally of Room Occupancy Taxes collected on behalf of the 
TDA. 

 

NOTE 5:  JOINT VENTURES 
 
The County, in conjunction with Brunswick County and Pender County, participates in a joint 
venture to operate the Southeastern Center for Mental Health, Developmental Disabilities 
and Substance Abuse Services (Center).  The counties appoint seven, five, and three 
members, respectively, to the fifteen member board of the Center.  The County has an on-
going financial responsibility for the Center because the Center's continued existence 
depends on the participating governments' continued funding.  The County provided 
$1,934,224 to the Center during the year for its ongoing operations.  None of the 
participating governments has an equity interest in the Center, so no equity interest has 
been reflected in the financial statements at June 30, 2010.  Complete financial statements 
for the Center can be obtained from the Center at 2023 S. 17th Street, Wilmington, N.C.  
28401. 
 
The County, in conjunction with the State of North Carolina and the New Hanover County 
Board of Education, participates in a joint venture to operate Cape Fear Community College 
(College).  Each of the three participants appoints four members of the thirteen-member 
board of trustees of the College.  The president of the College's student government serves 
as an ex officio nonvoting member of the College's board of trustees. The College is 
included as a component unit of the State.  The County has the basic responsibility for 
providing funding for the facilities of the College and also provides some financial support for 
the College's operations.  In addition to providing annual appropriations for the facilities, the 
County periodically issues general obligation bonds to provide financing for new and 
restructured facilities.  The County has an ongoing financial responsibility for the College  
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because of the statutory responsibilities to provide funding for the College's facilities. The 
County contributed $5,841,767 to the College for operating purposes, during the fiscal year 
ended June 30, 2010.  In addition, the County made debt service payments of $3,924,915 
during the fiscal year on general obligation bonds issued for College capital facilities.  The 
participating governments do not have any equity interest in the joint venture; therefore, no 
equity interest has been reflected in the County's financial statements at June 30, 2010.  
Complete financial statements for the College may be obtained from the College's 
administrative office at 321 N. Front Street, Wilmington, N.C.  28401. 
 
On October 1, 1997, the Medical Center contributed $3,143,000 for 40% ownership in New 
Hanover/Mariner Health, LLC, a skilled nursing facility located in Wilmington, North 
Carolina.  On June 10, 2009, NHRMC and its joint venture partner executed a settlement 
agreement for the dissolution of New Hanover/Mariner Health, LLC.  As part of the 
settlement, NHRMC receives $2,400,000 resulting in a loss on sale of assets of $1,287,000 
recorded for year ended September 30, 2009.  As part of this agreement, $200,000 was 
received prior to year-end, and the remaining $2,200,000 was received subsequent to year-
end. 
 
In February 2005, the Medical Center entered into a joint venture agreement to form South 
Atlantic Radiation Oncology, LLC.  The Medical Center has committed to contribute capital 
for 50% ownership in the joint venture.  South Atlantic Radiation Oncology, LLC was formed 
to provide essential radiation oncology services for patients in Southeastern North Carolina.  
 
In March 2005, the Medical Center invested $80,000 in Atlantic Surgicenter, LLC, a joint 
venture formed to operate a freestanding ambulatory surgery center consisting of four 
general operating rooms and one non-licensed procedure room, located in New Hanover 
County, North Carolina.  Annually, NHRMC invests additional funds as needed to maintain 
its 40% ownership in the joint venture. 
 
In 2005, the Medical Center entered into a joint venture agreement to form Porters Neck 
Imaging, LLC, committing to contribute capital for a 50% ownership in the joint venture.  PNI 
was formed to provide mobile MRI services to New Hanover and surrounding counties. 
 
In April 2007, the Medical Center entered into a joint venture agreement to form 
Dosher/NHRMC, LLC.  The Medical Center has committed to contribute capital for a 50% 
ownership in the joint venture.  The purpose of the joint venture is to operate healthcare 
related facilities and provide healthcare services in Brunswick County, North Carolina in a 
manner that furthers the charitable and tax-exempt purposes of the members.   
 
In July 2007, NHRMC entered into a joint venture agreement to form Coastal Carolina Heart, 
LLC (CCH).  NHRMC’s ownership percentage (82%) was based on the fair market value of 
CCH’s access to future revenue streams arising from the existing hospital-based volumes in 
NHRMC’s cardiac catheterization and EP labs.  As a result of the joint venture agreement, 
NHRMC contracted with CCH to manage the existing hospital-based cardiac catheterization 
and EP labs, agreed to lease NHRMC employees to CCH to operate the hospital-based 
facilities, and agreed to pay CCH a per procedure fee for services provided by CCH to 
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NHRMC patients.  CCH also operates a smaller non-hospital based lab in the community 
and a mobile unit providing similar services, which were preexisting and contributed by the 
minority members. 
 
The agreements related to the services provided by CCH are treated by NHRMC as an 
outsourcing arrangement.  As such, the allocated income from CCH (approximately 
$9,658,000 and $9,314,000 for the years ended September 30, 2009 and 2008, 
respectively) is considered a reduction in the costs of services provided by CCH, resulting in 
decreased operating costs.  During the years ended September 30, 2009 and 2008, 
NHRMC recorded per-procedure fees for services provided by CCH, net of equipment use 
fees charged to CCH and NHRMC’s earnings from CCH operations, of approximately 
$16,379,000 and $16,316,000, respectively, which are included in Purchased services and 
other in the statement of revenues, expenses and changes in net assets.  As of September 
30, 2009 and 2008, amounts due to CCH of approximately $4,405,000 and $3,350,000, 
respectively, were included in Due to affiliates in the balance sheet. 
  

NOTE 6:  JOINTLY GOVERNED ORGANIZATIONS 
 
The County, in conjunction with Brunswick, Columbus and Pender counties, and the 
municipalities therein established the Cape Fear Council of Governments (Council).  The 
Council was established for various purposes, but mainly to coordinate funding for federal 
and state assistance.  Each participating government appoints a minimum of one member to 
the Council's board.  The County paid fees of $25,788 to the Council during the fiscal year 
ended June 30, 2010. 
 
The Lower Cape Fear Water and Sewer Authority (Sewer Authority) provides raw water to its 
membership which includes the County and other municipalities.  The County appoints two 
of the thirteen members of the Sewer Authority.  The County has no financial transactions 
with the Sewer Authority. 
 
The County and the City of Wilmington established the Cape Fear Public Utility Authority 
(CFPUA).  CFPUA was established to provide water and sewer services for the residents of 
the County and City of Wilmington.  The County appoints five of the eleven members of the 
CFPUA board.  Two of these five members may be elected officials of the County.   The 
County paid $1.9 million for CFPUA during fiscal year ended June 30, 2010.  CFPUA paid 
the County $3.06 million in connection with debt the County is servicing for CFPUA for the 
fiscal year ended June 30, 2010.  See note 10 for further details. 

 

NOTE 7:  BENEFIT PAYMENTS ISSUED BY THE STATE 
 
The following amounts were paid directly to recipients by the State from federal and State 
monies on behalf of the County.  County personnel are involved with certain functions, 
primarily eligibility determinations,  that cause benefit payments to be issued by the State.  
These amounts disclose additional aid to County recipients which do not appear in the 
preceding basic financial statements because they are not revenues and expenditures of the 
County. 
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Federal 

 
State 

 
WIC 

 
$3,069,614 

 
$0 

 

Supplemental Nutrition Assistance Program  

 

32,522,451 

 

0 
 
Medical Assistance 

 
144,695,431 

 
50,457,877 

 
Work First/TANF/AFDC 

 
1,204,507 

 
(586) 

 
Low Income Energy Assistance 

 
658,043 

 
0 

 
Special Assistance 

 
0 

 
1,245,726 

 
Title IV-E – Foster Care 

 
942,312 

 
   355,885 

 
Title IV-E Adoption 

 
1,247,511 

 
   250,771 

 
State Foster Home/At Risk 

 
0 

 
   845,671 

 
CWS Adoption Subsidy 

 
0 

 
1,706,227 

 
LINKS 

 
48,872 

 
0 

 
       Total 

 
$184,388,741 

 
$54,861,571 
  

 

NOTE 8:  PUBLIC SCHOOL BUILDING CAPITAL FUND 
 
This program is funded using a portion of the corporate income taxes which are imposed on 
corporations doing business in the State, as well as a portion of the total proceeds from the 
North Carolina Education Lottery as described below.  The Office of State Budget and 
Management establishes and maintains an ADM allocation account for the County for these 
funds. 
 
Corporate income tax funds are allocated to New Hanover County, on the basis of the 
average daily membership (ADM) for New Hanover County Board of Education as 
determined and certified by the State Board of Education.  This allocation is computed as 
the amount equal to five sixty-ninths (5/69) of the net collections of corporate income taxes 
received during the previous quarter minus $2.5 million, which it deposits into the Critical 
School Facilities Needs Fund.  At June 30, 2010, the balance of the County’s ADM 
allocation account related to corporate income taxes was $2,311.  The County must match 
this balance on the basis of one dollar for every three dollars of State funds for financing the 
school unit’s facilities capital needs.  The local school technology plan does not require a 
County match.  After approving a school capital project authorized by the Act, the Office of 
State Budget and Management will transfer funds from the County’s ADM  allocation 
account to its disbursing account maintained with the State Treasurer.  At June 30, 2010, 
the County’s disbursing account had a balance of $1,541,571. 
 
Funds in the allocation and disbursing accounts are considered State moneys until the 
County issues warrants to disburse them.  At that time, they are recognized in the County’s 
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Capital Project Fund as intergovernmental revenue.  During the fiscal year ended June 30, 
2010, the County drew down $3,163,252 in public school building capital funds. 
 
Of the 35% of the proceeds of the North Carolina Education Lottery sales designated for 
education, approximately 40% is designated for school construction, broken down as 
follows: 65% allocated to counties bases on the ADM of school districts and 35% allocated 
to counties which have a property tax rate above the state average (numerical average of all 
one hundred counties), which New Hanover did not exceed for the year ending June 30, 
2010.  As of June 30, 2010, the County’s unallocated balance of lottery proceeds was 
$2,848,030.  $4,658,671 has been approved by the State for construction projects at June 
30, 2010.  During the fiscal years ended June 30, 2009 and 2010, the County drew down 
$3,117,100 of these funds, leaving a disbursing account balance of $1,541,571. 

 

NOTE 9:  RISK MANAGEMENT 
 

The County is exposed to various risks of losses related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.   
The County participates in one self-funded risk-financing pool administered by the North 
Carolina Association of County Commissioners.   Through the pool, the County obtains 
property coverage equal to replacement cost values of owned property, subject to a limit of 
$195.2 million for any one occurrence, general, auto, professional (public officials) and 
employment practices liability coverage of $2 million per occurrence, and in addition 
purchases excess liability coverage with an additional limit of liability of $3 million; auto 
physical damage for owned autos at actual cash value, crime coverage of $250,000 per 
occurrence.  The pool is audited annually by a certified public accountant, and the audited 
financial statements are available to the County upon request.   The NCACC has two other 
pools, reinsured through a multi-state public entity captive for single occurrence losses in 
excess of $500,000, up to a $2 million limit for liability coverage, $1million of aggregate 
annual losses in excess of $250,000 per occurrence for property, auto physical damage and 
crime coverage.  
 
The County is self-insured for workers compensation and employers’ liability insurance, and 
purchases Specific and Aggregate Excess Workers Compensation and Employers Liability 
Indemnity insurance.  The County contracted with PMA, Inc., a provider of claims 
administrative services, to administer the program.  The program provides that the County is 
responsible for the first $400,000 for Fire and Sheriff employees and $300,000 for all other 
employees of cost and/or benefits payable to employees resulting from any one accident or 
event, regardless of the number of persons injured.  Specific and Aggregate Excess Workers 
Compensation and Employers Liability Indemnity insurance provides protection against 
compensable claims during the policy year above the self insured specific retention of 
$300,000/$400,000, up to the maximum limits provided under the North Carolina Workers’ 
Compensation Act and up to $1,000,000 each accident or disease for Employer’s Liability.  In 
addition, the insurance provides an additional $1,000,000 of protection against cumulative 
retained losses after the County’s aggregate costs reach a minimum of $1,382,256 for claims 
occurring during the policy period.  Any losses beyond this $1,000,000 limit would be retained 
by the County.   
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The County is provided flood insurance coverage through their property coverage with the 
North Carolina Association of County Commissioners Liability & Property Pool.  The limit for 
loss within flood zones A or V is $10,000,000, and for flood zones other than A or V is 
$5,000,000. New Hanover County has one piece of questionable property subject to flooding 
- Airlie Gardens, and separate coverage has been purchased through the NFIP.    
 
 
In accordance with G.S. 159-29 the County’s employees that have access to $100 or more at 
any given time of the County’s funds are performance bonded through the North Carolina 
Association of County Commissioners Liability & Property Pool with a limit of liability of 
$250,000 per occurrence.  Further, the County has purchased excess Crime Coverage above 
the $250,000 per occurrence limit, in the amount of $500,000 through a Commercial Bonding 
Company.   The Director of Finance is individually bonded under a Performance Bond in the 
amount of $500,000.    The Tax Collector has a Performance Bond in the amount of 
$100,000 through a Commercial Bonding Company. 
 
Following is a reconciliation of changes in the recorded aggregate liability for the County’s 
claims for group medical insurance: 
 
 
For Fiscal Year Ended  

 
June 30, 2009 

 
 June 30, 2010 

 
Unpaid claims at July 1 

 
$5,232,718 

 
$4,284,169 

 
Provisions for claims 

 
13,095,988 

 
14,524,610 

 
Payments for claims 

 
(12,969,947) 

 
(13,888,090) 

 
Administrative fees 

 
(1,074,590) 

 
(1,104,907) 

Unpaid claims at June 30 
 

$4,284,169 $3,815,782 

 

The County carries commercial coverage for all other risks of loss.  There have been no 
significant reductions in insurance coverage from the previous year and settled claims have 
not exceeded coverage in any of the past three fiscal years.         
 

 The Authority is exposed to various risks of loss related to torts, theft of, damage to, and 
destruction of assets; error and omissions; injuries to employees; and natural disasters.  The 
Authority participates in two self-funded risk financing pools administered by the North 
Carolina Association of County Commissioners.  Through these pools, the Authority obtains 
property coverage equal to replacement cost values of owned property subject to a limit of 
$41.6 million for any one occurrence, auto, and employment practices liability coverage of $2 
million per occurrence, auto physical damage coverage for owned autos at actual cash value, 
crime coverage of $250,000 per occurrence, workers’ compensation coverage up to statutory 
limits, and health and dental insurance for Authority employees.   
 

The pools are audited annually by certified public accountants, and the audited financial 
statements are available to the Authority upon request.  The pools are reinsured through a 
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multi-state public entity captive for single occurrence losses in excess of $500,000 up to a $2 
million limit for public liability coverage, $600,000 of aggregate losses in excess of $50,000   
per occurrence for property, auto physical damage, and crime coverage, and single 
occurrence losses of $350,000 for workers’ compensation.  For health and dental insurance, 
the Authority is reinsured through the pool for individual losses in excess of $50,000 and 
aggregate annual losses in excess of 115% of expected claims.  The pool is reinsured 
through commercial carriers for individual losses in excess of $100,000. 
 
The Authority carries flood insurance through NCACC.  The annual aggregate coverage is $5 
million, subject to shared re-insurance limits of $200 million with other members of the 
NCACC liability and property pool.  
 
The Authority Finance Director is bonded for $250,000. 
 

The Authority carries commercial coverage for all other risks of loss, including airport liability 
coverage of $75 million per occurrence.  There have been no significant reductions in 
insurance coverage from the prior year, and settled claims have not exceeded coverage in 
any of the last three fiscal years. 
 
The Medical Center, LCFH and PMH are exposed to various risks of loss in the ordinary 
course of business as a result of torts, theft of, damage to, or destruction of assets, business 
interruption, allegations of medical malpractice, natural disasters, employee and officer errors 
and omissions, and employee workers' compensation and medical claims.  
 
The Medical Center purchases commercial insurance coverage against risk of loss due to 
errors and omissions, fiduciary liability, property damage and theft, and pollution liability and 
various other insurable risks.  The Medical Center carries property insurance in the amount of 
$500,000,000 with a  deductible of  $100,000  for  all  perils  except  named windstorm.  For 
2008, the deductible for named storms is 5% of the value of each location, with a minimum 
deductible of $500,000 per location. On June 25, 2009, the minimum deductible was revised 
to $500 per occurrence.  For 2008 and 2009, NHRMC was self-insured for workers’ 
compensation and employer’s liability up to $350,000 per claim; the minimum aggregate 
retention is $4,200,000.  A specific limit of $25,000,000 applies to worker’s compensation.  
For 2008, the  Medical Center was also self-insured for hospital professional liability claims 
and general liability claims up to the first $4,000,000 per claim and no annual aggregate, with 
an additional $2,000,000 per occurrence/$4,000,000 aggregate buffer retention beyond the 
retention for hospital professional liability claims.  Effective June 25, 2009, the hospital is  
self-insured for professional liability and general liability claims up to $5,000 per claim with no 
annual aggregate.  In both 2008 and 2009 hospital professional liability and general liability 
stop loss coverage is on a claims made basis; general liability is written on an occurrence 
basis.  Excess commercial insurance is purchased to provide coverage above the self-
insured retention levels for hospital professional liability and general liability.  The Medical 
Center is fully self-insured for hospital professional liability claims incurred prior to June 25, 
2002, but not reported as of that date.  No payments have exceeded insurance coverage in 
the past two fiscal years where insurance coverage applies, subject to the deductibles and 
retentions noted above.  The Medical Center is self-insured for employee claims up to 
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$350,000 per individual, excluding costs associated with domestic claims (claims for services 
provided at the Medical Center). 
 
The Medical Center records a liability for unpaid medical claims based upon an amount 
calculated by the third party administrators of the plans. The liability for workers 
compensation, hospital professional liability, and general liability claims are accrued at 
estimated amounts as determined by a third party actuary. 
 
Following is a reconciliation of changes in the recorded aggregate liability for Medical Center 
claims (in thousands): 
 

 

For Fiscal Year Ended 
 

September 30, 2009 

 

September 30, 2008 
 

September 30, 2007 

 
Unpaid claims at October 1 

 
$23,252 

 
$21,614 

 
$28,862 

 
Provisions for claims 

 
45,185 

 
43,613 

 
42,626 

 
Payments for claims 

 
(42,632) 

 
(39,998) 

 
(47,888) 

 
Administrative fees 

 
(1,789) 

 
(1,977) 

 
(1,986) 

Unpaid claims at  
September 30 

 

$24,016 
 

$23,252 

 

$21,614 

 

The ABC Board is exposed to various risks of loss related to torts; errors and omissions; 
injuries to employees; and natural disasters.  The ABC Board has commercial property, 
general liability, auto liability, workers' compensation and employee health coverage.  The  
ABC Board also has liquor legal liability.  There have been no significant reductions in 
insurance coverage from the prior year and settled claims have not exceeded coverage in 
any of the past three years. 
 
Each ABC Board member is bonded in the amount of $50,000, secured by a corporate 
surety. 
 
All ABC Store managers and employees who have access to funds are insured for $25,000. 
 
The TDA is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  
The TDA carries commercial insurance for all risks of loss.  No claims have been 
experienced under these policies for any of the past two years. 
 

NOTE 10:  COMMITMENTS AND CONTINGENCIES 
  
The County is named as a defendant in various lawsuits incidental to carrying out its 
functions.  Based upon the opinions of the County's legal department, the County believes 
its ultimate liability, if any, will be limited to insurance deductibles.  
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At June 30, 2010, the County was party to various contracts for the construction or purchase 
of various capital assets.  The remaining commitments to be honored during the subsequent 
year under the aforementioned contracts relative to governmental activities have been 
included as fund balance reserved for encumbrances.  Contractual commitments relative to 
construction in progress in the Capital Project funds was approximately $4.7 million as of 
June 30, 2010.   
 
Pursuant to the interlocal agreement transferring the County’s water and sewer system to 
Cape Fear Public Utility Authority (CFPUA), CFPUA has assumed responsibility for servicing 
all of the county’s enterprise long-term debt.  However, certain long-term debt instruments 
could not either be refinanced or transferred to CFPUA due to the nature of the agreements. 
Accordingly, the County has retained and is servicing those debt instruments with CFPUA 
making payments to the County equal to the principal and interest payments required under 
those debt instruments.  Under Section 2.10 of the interlocal agreement, the County has 
agreed to a reduction in the amount of the debt service contributed from the Authority (debt 
payment reduction amounts) for a period of 10 years starting in the year ended June 30, 
2009.  The debt payment reduction amount which reduces the debt service payments to be 
paid to the County by the Authority was $1.9 million in the current year and an additional 
$1.9 million each year for the next four years.  Beginning in the sixth year (2014), the debt 
payment reduction amounts will consist of $1.577 million for the sixth year, $1.254 million for 
the seventh year, $950,000 for the eighth year, $627,000 for the ninth year, and $304,000 
for the tenth year.  If at any time the debt payments reduction amounts in a given year are 
greater than the amounts required to be paid by the Authority to the County, the County will 
pay the Authority the difference. 
 
Pursuant to a management agreement, the Authority retains USA Parking System, Inc. to 
provide management and operational services for the parking lot and skycap services.  The 
agreement provides that USA Parking System, Inc. shall employ, furnish and supervise 
certain personnel necessary for the management of the parking lot and skycap services.  
The Authority reimburses USA Parking System, Inc. for all operating expenses incurred in 
the management of the parking lot and skycap services in addition to annual management, 
insurance and accounting services.  The agreement was amended in June 2010 with an 
initial term through October 2012.  After October 31, 2012, the agreement allows the 
Authority to continue the contract by two additional one year periods.  The Authority may 
cancel the agreement at any time after October 31, 2012 by providing USA Parking System, 
Inc. thirty days prior written notice.  For the year ended June 30, 2010, the Authority paid 
fees and expenses totaling $391,061 which is included in contracted services. 
 
Estimated future commitments under the agreement are as follows: 

 
2011       392,000 
2012       131,000 
     $523,000 
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The Authority has entered into several contracts and agreements as of June 30, 2010 
primarily related to construction projects and equipment.  The remaining commitment under 
these contracts and agreements is approximately $4,425,000. 
 
The Authority has entered into an employment agreement with one employee that provides 
for payment of certain benefits if the Authority, in its discretion, terminates the employee.  
The agreement was automatically renewed for a three year term on June 30, 2009, and 
renews automatically thereafter. 
The Medical Center is aware of various asserted and unasserted claims.   Management has 
been unable to reasonably estimate the amount of the loss, if any, since the ultimate 
resolution of these matters will be dependent upon future events.  Management feels that 
these claims can be successfully defended and intends to resist the allegations of these  
matters in every way and does not plan to seek out-of-court settlements.  In the event that 
judgments adverse to their interests should be rendered, management feels any liability will 
be fully covered by existing insurance or not be material to the financial statements. 
 
Laws and regulations governing the Medicare and Medicaid programs are complex and 
subject to interpretation.  The Medical Center believes that they are in compliance with all 
applicable laws and regulations and are not aware of any significant pending or threatened 
investigations involving allegations of potential wrongdoing.  While no such regulatory 
inquiries have been made, compliance with such laws and regulations can be subject to 
future government review and interpretation as well as significant regulatory action, including 
fines, penalties and exclusion from the Medicare and Medicaid programs. 
 
On August 29, 2008, New Hanover County received a letter from the Internal Revenue 
Service (the “IRS”) informing it that the Medical Center’s 2005 Bonds had been selected for 
audit.  The letter indicated only that the IRS routinely examines municipal debt issuances, 
and requested certain information.  The County and the Medical Center provided all 
requested information.  Management does not believe there will be any adverse findings. 
 
The ABC Board has elected to pay direct costs of employment securities benefits in lieu of  
employment security taxes on payroll.  A liability for benefit payments could accrue in the 
year following discharge of employees.  During the years ended June 30, 2010 and 2009, 
employment security benefits paid to former employees were immaterial. 
 

NOTE 11:  SUBSEQUENT EVENTS 

 
In February 2010, the County conducted a Request for Proposals (RFP) to solicit potential 
options for County solid waste operations.  A final agreement was signed on October 4, 
2010, in which the County contracts municipal solid waste management and disposal 
services to a private company.  All personnel and operational responsibility will transfer to 
the contractor effective January 2, 2011.  The selected company anticipates diverting at 
least 80 percent of the municipal solid waste delivered to the County landfill through the 
removal of certain marketable commodities and the creation of a fuel material from the 
balance of the municipal solid waste received. 
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The Medical Center’s Operating of CCH was amended, effective October 1, 2009, such that 
CCH will no longer manage the mobile cardiac catheterization unit that was part of the 
original agreement.  In addition, the Management and Service Agreement between NHRMC 
and CCH was amended and restated such that, effective October 1, 2009, NHRMC no 
longer receives a fee for providing certain equipment to CCH and no longer leases certain 
clinical and technical personnel to CCH.  However, NHRMC has agreed to make available 
the clinical and technical personnel necessary to provide services in the cardiac 
catheterization and EP labs.  As a result of these changes, management is renegotiating  
the per procedure fees paid by NHRMC to CCH. 
 

NOTE 12: PRONOUNCEMENTS ISSUED, NOT YET EFFECTIVE     
  
The Governmental Accounting Standards Board (GASB) has issued several 
pronouncements prior to June 30, 2010 (effective for years ending on or after June 30, 
2010) that have effective dates that may impact future financial presentations. 
 
Management has not yet determined what, if any, impact implementation of the following 
statements may have on the financial statements of the County: 
  

 GASB Statement Number 54, “Fund Balance Reporting and Governmental 
Fund Type Definitions” 
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