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I am pleased to present you with the North Carolina Financial Highlights  for the fiscal year 

ended June 30, 2009.  This popular report  represents our continuing commitment in providing 

the highest standards of financial management and reporting, as well as fiscal accountability of the 

resources of the State of North Carolina.  We hope that you find this report both informative and 

beneficial.  If you need additional copies or have questions about this report, please contact either 

me or our Statewide Accounting Division staff at (919) 981 -5454. 

Thank you for your interest in the State of North Carolina.  

 

Sincerely, 
 

 

 
 

 
David T. McCoy 

State Controller 

December 8, 2009 

 

 
 

Introduction  

This popular report, North Carolina Financial Highlights, is intended to summarize basic financial information about our State.  This 

information is supported in more detail in the Stateôs Comprehensive Annual Financial Report (CAFR).  The CAFR is prepared in accor-

dance with generally accepted accounting principles and is independently audited by the North Carolina Office of the State Auditor.  

Much of the information in the CAFR is necessarily technical and complex.  As a result, the full financial statements and note disclo-

sures may not be as useful to the citizens of the State of North Carolina wishing to gain a more general understanding of the  Stateôs 

finances.  Our report provides information at the government -wide level in addition to the major fund level, and certain selecte d sta-

tistical information cited in our CAFR.  Coverage of legally separate, but related organizations is limited to universities and community 

colleges and is at a very high level. 

The popular report is a report for the people.  North Carolina Financial Highlights is the product of a coordinated effort on the part of 

state and local governments to issue simplified financial reports.  It is our intent to provide you with information about th e Stateôs 

financial condition, without overwhelming detail and technical accounting terminology.  This report contains financial inform ation for 

the Stateôs fiscal year ended June 30, 2009.  The Stateôs fiscal year starts July 1, and ends the following June 30.  Information is 

presented in this report on the basis of generally accepted accounting principles (GAAP).  This popular report and the Stateôs com-

plete financial statements, known as the CAFR, can be obtained on the internet at http://www.osc.nc.gov , by telephone at (919) 981

-5454, or by writing to the N.C. Office of the State Controller, 1410 Mail Service Center, Raleigh, N.C. 27699-1410. 
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State Reporting Entity and Its Services  
 

The State of North Carolina entity as reported in the CAFR includes all fund types of the departments, agencies, boards, commissions 
and authorities governed and legally controlled by the State's executive, legislative and judicial branches.  In addition, th e reporting 
entity includes legally separate component units for which the State is financially accountable.  The component units are dis cretely 
presented in the government-wide financial statements.  The State's discretely presented major component units are the Universit y of 
North Carolina System; the State's community colleges; Golden LEAF, Inc., North Carolina Housing Finance Agency, and North Caro-
lina State Education Assistance Authority.  

The State and its component units provide a broad range of services to its citizens, including 

K-12 public education  

higher education     

health and human services  

economic development  

environment and natural resources 

public safety, corrections, and regulation 

transportation 

agriculture 

general government services 

 

 
 
 
The Economy  

 
The Stateôs economy was mired in a recession for all of Fiscal Year 2008-09. The recession, which began in December 2007, did not 
get underway in North Carolina until well after the start of the national recession. Typically, North Carolina is one of the first states to 
feel the impact of an economic slowdown. This time things were different, and the State was one of the last to experience rec ession-
like conditions. This occurred primarily because the economic downturn was driven by a housing market contraction, which was rela-

tively mild in North Carolina. The recession intensified and became widespread, both nationally and in the State, with the fi nancial 
market collapse in October 2008.  

 
The financial market collapse was a global phenomenon creating fears of an economic contraction on parallel with the Great Depres-
sion of the 1930s. While this recession is not comparable to the Great Depression in terms of job losses and decline in economic out-
put, it has been the longest post -World War II recession on record, at least 20 months, and arguably the most severe as well wit h 
employment losses over five 5% (this compares with the Great Depressionôs job losses of over 30%). On average, recessions since 
World War II have lasted 10 months with job losses between 1% and 2%.  

 
Because the housing recession was milder in the State, it was forecast that North Carolina like many other states would only experi-
ence a very mild recession. Starting in 2006, the nation began to experience a housing recession marked by significantly falling hous-
ing prices. Housing markets were weakened everywhere, and in the State new and existing home sales began to falter. Nonetheless, 
a widespread economic recession seemed avoidable both in the State and the nation as a whole. While a weak economy was ahead 
of us, it was not expected to be a full -blown recession.  

 
For North Carolina, it appeared job losses were going to be contained to housing-related job sectors and some of the manufacturi ng 
sectors as national and global demand weakened. What was not widely anticipated at the start of 2008, was how the continuatio n of 
the housing recession would set-off a major, global financial crisis.  

 
Since October of 2008, the Stateôs economy has suffered significant job losses and a decline in wage and salary income. The State 
employed 200,000 fewer people at the end of the fiscal year than at the start and nearly 250,000 fewer since the start of the  reces-
sion. Total wage and salary income fell from 3.6% quarterly growth to a 2% loss in income the second quarter of 2009. Both jo b 
losses and incomes are expected to decline for the rest of 2009 and a turnaround is not anticipated until mid -2010. The result of this 
economic malaise is a weakened economy, and the prospects for only weak economic growth during the second half of 2009 and for 
much if not all of 2010.  

NC Maritime Museum  
Photo Courtesy of  NC Division of Tourism, Film, and Sports 

Development. Bill Russ, Photographer 
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For North Carolina, as with the nation, the recession intensified in the fourth quarter of 2008. Prior to then, it appeared t he State 
might weather the economic turmoil experienced by some states and avoid widespread recession-like conditions. The initial mild s low-
down experienced by the State was due in part to North Carolinaôs relatively mild housing problems. The Stateôs worst housing prob-
lems were mostly limited to the resort areas of the State. Through most of 2008, the State experienced only a mild reduction in em-
ployment and personal income was still increasing. However, after the financial market crisis, employment losses accelerated and the 

State was dealing with a double-digit unemployment rate.   
 

Thus, for FY 2008-09, state economic indicators such as employment and income growth reflect the intensifying recession spreading 
across the State. Personal income dropped to 2.2% growth after several years of 6% to 7% growth. Wage & salary income plum-
meted to only 0.6% growth for the year. The fall in wage and salary income was consistent with employment losses the State be gan 
to experience. Going forward, little or no growth in income is projected well into the next fiscal year as unemployment hover s near 
the double-digit range. A slight rebound in wage and salary growth is forecast for 2011, but it will remain well below long -term 
growth levels.  
 
As with the nation, the worst of the recessionôs effects will be behind us by the end of 2009. Nevertheless, residual employment prob-
lems will continue to be a drain on the Stateôs economy as evidenced by weak consumer demand. In FY 2009-10, it is anticipated t hat 
a decline in retail sales of 1.8% will occur. This decline will come on top of the significant decline in FY 2008 -09, of 7.2%.  
 
As the Stateôs economy begins to turn the corner in the recovery, employment prospects are expected to rebound in 2010, but a ro-
bust employment scenario is not projected until 2011. This past yearôs drop in employment occurred in all major industry sectors ex-
cept for health and educational services. For 2010, most industries are expected to experience some positive growth; however,  most 
of the growth occurs the second-half of the year. The long -term negative growth trends in manufacturing are expected to continue .   
 
In the last recession, manufacturing, particularly in the furniture and textile industries, shed jobs at a rate of 10% per qu arter. The 
Stateôs manufacturing sector again was vulnerable to the recession, and job losses in this industry sector reached double-digit levels. 
Another hard hit industry has been the financial sector. The financial market upheaval has had a detrimental impact on this s ectorôs 
employment. Current estimates indicate job losses in financial activities will continue throughout 2010 and for most of 2011.  Thus, the 
total number of people employed in non -agricultural industries in the State is expected to decline in FY 2009-10 and only grow at a 
rate of 0.6% the following fiscal year.  This compares with 1.4% growth in FY 2007 -08. 
 
The housing recession is clearly indicated by the 20.9% decline of existing-home sales in FY 2007-08, and 30.6% decline in FY 2008-
09.  The housing recession and subsequent adjustments in the real estate market have taken a long time to unwind. A projected  
turnaround in residential markets is expected in 2010 as market corrections take hold. The anticipated low mortgage interest rates 
will help with the recovery, and eventually there will be a return to a stable housing sector.  
 
The length and severity of the recession is largely due to the structural imbalances in the housing and financial sectors. Th ese imbal-
ances, which have had a profound affect on the Stateôs economy, have taken a long time to correct. Once the economic recovery is 

on solid footing, North Carolinaôs economy is expected to expand at a faster pace than the nation. This should bode well for overall 
employment in the State and help bolster income growth going into 2011. Until then, the State is expected to experience high unem-
ployment and weak consumer spending. Employment losses in the manufacturing and financial industries are expected until 2011. 
Growth in other industries, especially service and tech industries, should rebound sooner and will provide a stimulus for fut ure eco-
nomic growth.  

 
 

ð Economic analysis prepared by Barry Boardman, Ph.D., Staff Economist 
North Carolina General Assembly, Fiscal Research Division 

October 30, 2009 

 
 

North Carolina Economic Indicators

FY2007-08 FY2008-09 FY2009-10 FY2010-11

Actual Actual Projected Projected

Personal Income 5.5% 2.2% 1.1% 1.6%

Wages & Salaries 4.6% 0.6% 0.1% 1.6%

Retail Sales 4.5% -7.2% -1.8% 3.5%

Unemployment Rate 5.2% 8.9% 11.5% 9.1%

Employment (Nonagricultural) 1.4% -3.0% -3.3% 0.6%

Existing Single-family Home Sales -20.9% -30.6% 15.4% 9.3%

Average Hourly Earnings: Manufacturing 2.9% 2.8% 2.6% 1.9%
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Financial Highlights  
 
Government -wide  

The Stateôs total net assets decreased by $2.265 billion or 7.1% as a result of this yearôs operations.  Net assets of governmental 

activities decreased by $1.2 billion, or 4%, due to the unprecedented declines in tax revenues.  Net assets of business-type ac-
tivities decreased by $1.065 billion, or 56.15%, due to a substantial operating loss in the Unemployment Compensation Fund. A t 
year-end, net assets of governmental activities and business-type activities totaled $28.806  billion and $831.605 million, resp ec-
tively. 

 

Component units reported net assets of $16.417 billion, a decrease of $412.655 million or 2.45% from the previous year.  The 

majority of the net asset decrease is attributable to the University of North Carolina System, a major component unit.   
 
Fund Financials  

The fund balance of the General Fund decreased from $1.678 billion at June 30, 2008 (as restated) to negative $775.864 millio n 

at June 30, 2009. The State appropriated most of the beginning unreserved fund balance, appropriated $1.155 billion of federa l 
recovery funds, reduced expenditures, and transferred amounts from other funds to finance a revenue shortfall of $2.983 billi on. 

 

The fund balance of the State Highway Fund increased from $975.885 million at June 30, 2008 (as restated) to $1.021 billion a t 

June 30, 2009, an increase of 4.65%. The fund balance growth, which was attributable to increases in federal funds, was partl y 
offset by decreases in gasoline taxes and motor vehicle fees. 

 

The fund balance of the Highway Trust Fund decreased from negative $158.753 million at June 30, 2008 (as restated) to nega-

tive $169.629 million at June 30, 2009, a decrease of 6.85%. Decreases in highway use taxes, gasoline taxes, and motor vehicle 
fees contributed to the larger fund deficit.  

 

The net assets of the Unemployment Compensation Fund decreased from $847.69 million at June 30, 2008 to negative $298.761 

million at June 30, 2009. The decrease is directly related to the rise in North Carolinaôs seasonally adjusted unemployment rate 
from 6.1% in June 2008 to 11% in June 2009.  

 

Net ticket sales of the N.C. State Lottery Fund (Lottery) increased 22.4% from the previous fiscal year, surpassing $1 billio n for 

the second straight year. As required by law, the Lotteryôs net profit of $413.929 million was transferred to the Education Lottery 
Fund (nonmajor special revenue fund) to support educational programs.  

 
Capital Assets  

The Stateôs investment in capital assets (net of accu-               

 mulated depreciation) was $34.314 billion, an in
 crease of 4.914% from the previous fiscal year -end. 
 

This yearôs major capital asset additions were for 

 highway construction ($1.3 billion), highway land 
 improvements ($477 million), construction of correc -
 tional facilities ($51 million), and construction of 
 youth development centers ($34 million).  
 
Long -Term Debt  

The State had total long-term debt outstanding 

 (general obligation bonds special indebtedness, and 
 GARVEE bonds, adjusted for deferred amounts) of 
 $7.368 billion, an increase of 1.87% from the previ -

 ous fiscal year-end.  The State issued $600 million of 
 limited obligation bonds to finance various state and 
 university capital projects. 
 

North Carolina remains one of only seven states to 

 enjoy top-tier rankings (i.e., AAA) from all three 
 credit rating agencies.   
 
 
 
 

On the sound at Carolina Beach  
Photo Courtesy of  NC Division of Tourism, Film, and Sports Development.  

Bill Russ, Photographer 

 


